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Canadian infl ation scorcher

Following in the footsteps of last week’s doozy January U.S. print, it shouldn’t come as too much of surprise 
that Canadian consumer price infl ation also sped up. Headline growth in the Canadian consumer price index 
(CPI) jumped to 5.1 per cent y/y in January from 4.8 per cent in December. This was the strongest print since 
September 1991. In comparison, U.S. infl ation came in at 7.5 per cent, where pressures in the labour market 
and economy remain much more severe – although diff erences in product coverage (i.e. the U.S. captures 
used car sales) also contribute to the diff erence. 

Seasonally- adjusted, Canadian prices surged 0.6 per cent m/m, up from 0.3 per cent in December.

Strong headline y/y gains refl ect high gasoline prices which rose 31.7 per cent y/y but decelerated from 
December’s 33.3 per cent increase. Food prices accelerated (5.7 per cent from 5.2 per cent) as households 
were hit by supply chain factors and inclement weather particularly at the grocery aisles. Meat price skyrocketed 
10 per cent but gains across baked goods and produce were also robust. Durable goods price growth continues 
to be hammered by supply chain issues despite decelerating to 4.7 per cent from 5.7 per cent in December.
Noteworthy is that durable goods prices fell from 2000 – 2015 due to increased global trade and China as a 
factory to the world, before modest increases from 2015-2020. Prices are up six per cent during the pandemic 
and have returned to mid- 2000 levels. 

Shelter costs accelerated to 6.2 per cent y/y from 5.5 per cent in December as rent increased and hot housing 
market continued to contribute to growth in homeowners’ replacement cost.

Broadly infl ationary pressures remain hot. Excluding food and energy, CPI infl ation came in at 3.5 per cent 
which was the highest since March 2003. The Bank of Canada’s measures of core infl ation all rose by 0.2 pp 
from December, with a high of 4.0 per cent for the trim- measures, and a low of 2.3 per cent for the common. 
The average of the measures surpassed 3 per cent for the fi rst time since September 1991.

January’s print and upside in oil prices over the past month continues means CPI infl ation will likely remain near 
current levels through Q1. While we expect some supply chain issues to ease, strong core measures across 
the board and expected post- Omicron rebound in the labour market will push the Bank of Canada to hike rates 
quickly in coming months starting in March. We expect 4 hikes by mid- year before a temporary pause and a 
total of 7 hikes by mid- 2023. That said, given a number of external drivers of infl ation this may do little to quell 
infl ationary pressures.
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