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ñI wish to pay respect to the traditional 
and original owners of this land the 
muwinina(mouwee nee nar) people, -
to pay respect to those that have 
passed before us and to acknowledge 
today's Tasmanian Aboriginal people 
who are the custodians of this landô



Ascribed to: Herbert Hoover, 1928



Prices and prosperity





RBA CPI Target measure ïannual % change 



ABSôs All Groups CPI series 1948-2022 
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50 years on three chickens per pot
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Cars and houses



All Groups, Car & House indices ïsimilar 1972-98
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Car and house prices diverge from 1998
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Car price falls outpaced house price rises 
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Car price falls outpaced house rises 1998-2018 

Average annual % change

House  3.5%

CPI 2.6%

Vehicle -1.2%



Holden (Hilux) / house price movement ratio
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2012 2022

Size  Ṏ

Safety Ṏ

Range Ṏ

Brand / Cachet Ṏ

OEMs Ṏ

Style / models Ṏ

Lifetime cost Ṏ

Purchase price Ṏ

Tax / subsidy Ṏ

Refuel / charge Ṏ

EV parity checklist 10 years on ïcharging  

2012 2022

Size  Ṏ Ṋ

Safety Ṏ Ṋ

Range Ṏ Ṋ

Brand / Cachet Ṏ Ṋ

OEMs Ṏ Ṋ

Style / models Ṏ Ṋ

Lifetime cost Ṏ Ṋ

Purchase price Ṏ Ṏ

Tax / subsidy Ṏ Ṏ

Refuel / charge Ṏ Ṏ

Mitsubishi      

i-MiEV 2012

Tesla 3  2022

2012 2022

Size  Ṏ Ṋ

Safety Ṏ Ṋ

Range Ṏ Ṋ

Brand / Cachet Ṏ Ṋ

OEMs Ṏ Ṋ

Style / models Ṏ Ṋ

Lifetime cost Ṏ Ṋ

Purchase price Ṏ Ṏ

Tax / subsidy Ṏ Ṏ

Refuel / charge Ṏ Ṏ



Forecasts expect huge home charger growth (US)

https://www.mckinsey.com/industries/public-

and-social-sector/our-insights/building-the-

electric-vehicle-charging-infrastructure-

america-needs



1926 Model T Ford ñAny colour as long as its blackò  

Smithsonian collection 1926 Ford model T roadster https://americanhistory.si.edu/collections/search/object/nmah_739493



1928 the Model T ford 



US data as Australian is not available/applicable



Advertising the Model Tôs introduction in 1908

ñBy 1918, half of all cars in America were Model Ts.

By the time that the company finally ended the model's 
production in 1927, more than 15 million Model Ts had 
been producedò

The Henry Ford: Advertising the Model T, September 9, 2015

https://www.thehenryford.org/explore/blog/advertising-the-model-t/



Model ïT ñRunaboutò prices 1909-1927

$260

$900

30% of nominal 

1908 price by 1925



In real $US prices Model T prices plumet

15% nominal 

price by 1925

$4,340

$28,360



Recent $US Model T price $17,700



Cheap, transformative and eventually outdated

https://www.tbucketplans.com/1926-27-t-a-t-bucket/



Myth & self promotion vs quality & the market



Hedonic pricing - $260 or almost $500 



Quality bias - Boskin Commission US Senate 1996

CPI overstated by 1.1% in 1996 and 1.3 % prior due to:

ÅSubstitution bias if a fixed market basket fails to reflect substituting less for 
more expensive goods whenrelative prices change

ÅOutlet Substitution bias if shifts to lower price outlets are missed

ÅNew product biasif new products are not in the market basket, or included 
only with a long lag

ÅQuality change biasif quality improvements in products, are measured 
inaccurately or not at all

ñToward A More Accurate Measure Of The Cost Of Living"1996



Quality bias mysteries in the Australian CPI

Motor vehicles

ñQuality adjustments are applied to the reported price of the vehicle where there have been changes in the 
characteristics in terms of motoring performance, fuel economy, safety features or other enhancements. The 
approach used in the CPI is to estimate the value of the quality change based on the views of a panel of experts 
(footnote 3). This approach aims to estimate the average value of the quality change from the consumerôs 
perspective.ò  ABS

https://www.abs.gov.au/articles/quality-change-australian-cpi Released 18/12/2019

ñMotor vehicles are quality adjusted using the internationally 

recognised óDelphi methodô. When new models are introduced 

with different features, a panel of ABS analysts estimate the value 

of those features to consumers, with the median estimate used to 

perform the quality adjustmentò  RBA

https://www.abs.gov.au/articles/quality-change-australian-cpi


ÅTOYOTA COROLLA 1100 1968



2022



Corolla MRRP flat for 20 years

Data supplied by Redbook as at June 2022



Corolla real 2022 price has almost halved 

Data supplied by Redbook plus 15 on 

road costs as at June 2022 and ABS CPI



Imputed CPI vehicle quality adjustment >1.5% pa



Sydney house and Corolla prices (10 X scale)



The Corolla for house exchange rate



1968 Toyota Corolla listed optional accessories

Heater

Radio 

Seat belt

Cigarette lighter  

Cooler

Outside rear view mirror

Headrest 

Auto Clock



1968 Toyota Corolla listed optional accessories

Heater

Radio 

Seat belt

Cigarette lighter  

Cooler

Outside rear view mirror

Headrest 

Auto Clock



ÅKeyless entry and start

ÅPrivacy glass

ÅHeated front seats

ÅClimate control (single-zone sedan, dual-zone hatch)

ÅWireless phone charging

ÅAndroid Auto and Apple CarPlay (wired)

ÅPaddle shifters 

Å7.0-inch multi-information display

ÅNine-speaker sound system

ÅAutomatic bi-LED headlights

ÅAutomatic high-beam

ÅLED daytime running lights and tail lights

Å60/40 split-fold rear seats with centre armrest

ÅHeated, power-folding mirrors

ÅAEB with pedestrian/cyclist detection

ÅRear cross-traffic alert

ÅBlind-spot monitoring

https://www.carexpert.com.au/car-reviews/2022-toyota-corolla-hybrid-review

2022 Toyota Corolla selected features

ÅAuto-folding wing mirrors

ÅSatellite navigation

ÅAuto-dimming rear view mirror

ÅLane-keep assist

ÅLane departure warning

ÅLane Trace Assist

ÅAdaptive cruise control

ÅTraffic sign recognition

ÅReversing camera

ÅFront, front-side and curtain airbags

ÅDriverôskneeairbag18-inchalloywheels

Heated, power-folding mirrors



Adam Smithôs unattainable 6hp

ñA very poor man may be said in some sense to 
have a demand for a coach and six; he might like to 
have it; but his demand is not an effectual demand, 
as the commodity can never be brought to market in 
order to satisfy it.ò

https://www.adamsmithworks.org/documents/chapter-vii-of-the-natural-

and-market-price-of-commodities1776

Adam Smith: Wealth of Nations 1776

https://www.adamsmithworks.org/documents/chapter-vii-of-the-natural-and-market-price-of-commodities


Basic Corolla quality measures - crudely 1% pa

Source:1967 Corolla handbook, Carsales/ Redbook, Various



Supersizing & the Jevons effect

Source: BTIRE 2021



Another CPI ïCurb Productivity Index (uber)

Australian Standard AS/NZS 2890.1.2004, Parking Facilities - Part 1: Off-Street Car Parking, Standards Australia, 2004

Parking and charging space



Car size and hedonic pricing 



Car size and hedonic pricing 



https://www.carsized.com/en/cars/compare/toyota-corolla-1987-liftback-vs-toyota-hilux-2016-4-door-pick-up-double-cab/









Summary and further questions

Some observations:

ÅLong-run relative prices changes are under-the-radar, under appreciated, under analysed

ÅRelative prices have rich stories beyond this quarterôs ñtraffic-lightò CPI number

ÅHuge, hidden & important quality change measures lurk within CPI numbers

ÅRelative prices/ quality/ value shape the world over time (beyond ICT)

ÅElectric Vehicle parity faces infrastructure challenges - partly from relative price

Further topics:

ÅTariff impacts; effective quality/productivity measurement; ownership and whole of life costs; cars 
information asymmetry and lemons; depreciation and second hand markets; sales, stocks and per 
household ownership; supply constraints; parking space & policy; subsidies and taxes; ACES; 
public transport comparison; carbon impacts; stocks and flows and the ñshock of the oldò.  



Over to you - Question, Gripes & Observations 









https://www.bitre.gov.au/sites/default/files/documents/light-vehicles-

info-sheet-108.pdf



https://www.carexpert.com.au/car-news/australian-used-car-prices-likely-to-stay-high-until-mid-202219 October 

2021, 2:23 pm


