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Canada: Inflation still not cooperating with the Bank of Canada

By Royce Mendes, Managing Director and Head of Macro Strategy, Tiago Figueiredo, Associate - Macro Strategy

HIGHLIGHTS IMPLICATIONS

» Consumer prices rose 0.1% in September, pushing the annual The persistence of inflation means that the Bank of Canada’s
rate of inflation down to 6.9% from 7.0% in August. job isnt done yet. The Bank of Canada’s most recent consumer
survey showed accelerating short-term inflation expectations,
> The notable monthly decrease in gasoline (-7.4%) helped which is keeping policymakers concerned, even though long-
offset some of the increases in food and shelter. term inflation expectations remain relatively anchored. As a

. . . It, t a rate hike of at least 75b t k.
» Excluding food and energy, prices were 5.4% higher than resull, expect a rate hike of at feas pnextwee

they were a year earlier. The three-month annualized rate of
seasonally-adjusted ex-food and energy inflation remained
roughly unchanged at 4.9%.

» The Bank of Canada’s trim and median measures both
remained roughly unchanged from the previous year, sitting
at 5.2% and 4.7%, respectively. However, on a 3-month
annualized basis, both measures have continued to fall and
now sit at 3.7% for trim and 3.5% for median, which provides
at least a glimmer of hope that the underlying trend in price
growth is decelerating.

COMMENTS

The respite from rising prices was brief in Canada. After declining
in August, the headline consumer price index increased 0.1% in
September, leaving the annual rate of inflation at 6.9%. This was
a slower deceleration than most economists were expecting and
came because of a reacceleration in shelter costs, coupled with
another outsized increase in food prices. The percentage of items
within the CPI basket with a year-over-year reading greater than
5% rose again this month to just under 65%, underscoring the
breadth of inflation in the Canadian economy.

With that said, there are some encouraging signs that core
inflation may be easing. Although the measure excluding
food and energy rose 5.4% from the previous year, the
Bank of Canada’s two preferred measures, trim and median,
have started to decelerate in 3-month annualized terms.

Desjardins, Economic Studies: 514-281-2336 or 1 866-866-7000, ext. 5552336 e desjardins.economics@desjardins.com e desjardins.com/economics

NOTE TO READERS: The letters k, M and B are used in texts and tables to refer to thousands, millions and billions respectively.

IMPORTANT: This document is based on public information and may under no circumstances be used or construed as a commitment by Desjardins Group. While the information provided has been determined on the basis of data
obtained from sources that are deemed to be reliable, Desjardins Group in no way warrants that the information is accurate or complete. The document is provided solely for information purposes and does not constitute an offer
or solicitation for purchase or sale. Desjardins Group takes no responsibility for the consequences of any decision whatsoever made on the basis of the data contained herein and does not hereby undertake to provide any advice,
notably in the area of investment services. The data on prices or margins are provided for information purposes and may be modified at any time, based on such factors as market conditions. The past performances and projections
expressed herein are no guarantee of future performance. The opinions and forecasts contained herein are, unless otherwise indicated, those of the document’s authors and do not represent the opinions of any other person or the
official position of Desjardins Group. Copyright © 2022, Desjardins Group. All rights reserved.


http://desjardins.com/economics

