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CPI or Market Reviews? 

 

Key Points 

 

The CPI  measure of infaltion is widely used throughout the commercial property 

industry even though it is a compilation of consumer items and nothing to do with 

commercial property whatsoever.. 

 

There are several reasons for using CPI including historical, general acceptance, 

independence, capacity to pay and it meets investment objectives. 

 

However, in discussing investment objectives it is important to note the role CPI 

plays in tax, depreciation and within the portfolio context..    

 

If the investment objective is to provide a long-term hedge against inflation and 

the income of a property asset is CPI-based, can investment objectives be met? 

This paper shows market rents can outstrip CPI growth for all commercial 

property assets, but not all the time. This means an active management strategy 

is critical to maximising income returns.. 

 

Commercial property is not a set-and-forget investment proposition. Property 

can be leveraged, it should be actively managed (leasing, capital expenditure, 

development and redevelopment)  and it should be traded.. 

 

This paper also looks at potential alternatives to the CPI. 

http://www.savillsresearch.com.au
http://www.savills.com
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Introduction 

The Consumer Price Index (CPI) measure of inflation is used extensively throughout the 

commercial property industry 

 
often to determine rental increases. The purpose of this occasional 

paper is to examine why the CPI is used, to determine whether the CPI adequately meets 

objectives and whether there are alternatives. This paper will also examine the implications of using 

CPI for commercial property returns and investment management.  

TABLE 1: CURRENT WEIGHTING PATTERN FOR THE CPI 

Item Percentage 

  

Food 15.44 

Alcohol and Tobacco 6.79 

Clothing and Footwear 3.91 

Housing 19.53 

Household contents and services 9.61 

Health 4.70 

Transportation 13.11 

Communication 3.31 

Recreation 11.55 

Education 2.73 

Financial and Insurance Services 9.31 

  

All Groups 100.00 
Source: ABS 6430.0  
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