Canadian CPI: Didn’t Matter, But Didn’t Hurt Either
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Canadian Traditional Core Inflation Canadian core inflation cemented a rate cut by the Bank of Canada tomorrow. That was
9 [ m/m%change, SAAR our call before the numbers, and | gave reasons in my morning note about why today’s CPI
& r print didn’t matter anyway (here). The figures didn’t hurt the call either as markets now
7r have a cut fully priced and at least another one on the bag of chips theory (you can’t just
6T take one out...). Shops that thought otherwise would presumably be changing their calls
ST now, or would have to come up with some other new reason for holding out. For the BoC
4 to hold tomorrow would need extremely good arguments in order to avoid materially
3 tightening financial conditions by wiping out priced cuts.
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The BoC Call
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o || | I I Until the start of September, markets had ~ Chart1
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Sources: Scotiabank Economics, Statistics Canada. trapped ina Cyde of pUShmg out cut
expectations and getting disappointed in Jan-2024 17 0.6 1.6
serial fashion. Cut narratives were Feb-2024 0.6 0.6 16
Chart3 .
@ delivered on a lark absent enough Mar-2024 23 29 33
Ll
BoC's Preferred Core Measures supporting evidence—until the facts Apr-2024 11 17 16
10 m/m%, SAAR changed relatively recently which May-2024 4.0 41 41
°r Core CPI - Trim motivated a change in our long-held Jun-2024 2.3 29 16
&7 pause rate call. Reciprocal tariffs are gone.  |Jul-2024 11 1.7 24
T Core CPI - Median The US job market dramatically weakened ~ |Au8-2024 23 29 0.8
6 including massive downward revisions S 222 17 LS
5 that raise doubts about US resilience and Oct-2024 4.0 47 32
4 what it means to Canada’s economy. The Nov-2024 34 29 08
3 Canadian job market suddenly began Dec-2024 34 35 4.0
. . . . Jan-2025 2.8 2.9 32
2 souring. GDP disappointed despite an
. . Feb-2025 4.0 3.4 5.6
1 strength in the domestic economy and
. . . ) Mar-2025 22 23 0.0
0 " " " " tracking for Q3 GDP is looking soft which
21 22 23 24 25 . Apr-2025 45 46 4.0
adds to modest slack. There are points Moy 3008 5 8 5
. i i st . ay- . ; :
Sources: Scotiabank Economics, Statistics Canada. and counterpoints about each of these
. Jun-2025 33 2.3 2.4
arguments in the cut versus hold cases
] July-2025 17 2.8 0.8
that | went over in my weekly (here), but
' R Aug-2025 2.8 22 1.6
the balance of the evidence significantly
Sources: Scotiabank Economics, Statistics Canada.

favours a cut—for now.
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CPI Details

First, ignore headline CPI. It accelerated from 1.7% to 1.9% y/y partly due to a shift in year-ago base
effects and a mild 0.2% m/m SA rise in August. This measure is distorted by the early April
elimination of the consumer portion of the carbon tax which will depress the year-over-year
headline CPI reading until next Spring when it should bounce higher once the data starts comparing

to a year-ago starting point after April’s carbon tax change.

Key, however, is that all of the core inflation gauges were soft which extends the multi-month
softening trend to provide data dependent cover for a cut (chart 1). Forward-looking arguments
matter more as argued in my weekly, but current data strengthens the case for a cut.

Traditional core CPl was up by only 1.6% m/m at a seasonally adjusted and annualized rate. Its

three month moving average is also just 1.6% m/m SAAR (chart 2).

Trimmed mean CPl was up by 2.25% m/m SAAR (chart 3). Its three-month moving average is just

2.4%.

Weighted median CPI was up by 2.8% m/m SAAR (also charts
chart 3). Its three-month moving average is 2.6%.

Canadian Service Inflation

CPI excluding the effects of food, energy and indirect 15 [ m/m%change, SAAR
taxes was up by 1.6% m/m SAAR and that is our shop’s
favourite although there have not been signs that T
Governing Council agrees. CPI excluding the eight most
volatile items was up 0.8% m/m SAAR. CPIX was up |
0.8% as well.
0 il I
Further, breadth pulled back again (chart 4).
Services inflation has been softening (chart 5). 2T
Core goods inflation (ex-food and energy) has also 10 L
been softening (chart 6). v 20 2 22
Sources: Scotiabank Economics, Statistics Canada,
Recreation/reading/education—or the leisure Haver.
category—fell -0.2% m/m SA and carries about chart7
a10% weight as travel prices conflicted (chart Breakdown of Monthly Changes within Recreation
7). Education and Reading CPI Category

Statcan got out the etch-a-sketch for revisions Traveler Accommodation

and scribbled what’s shown in chart 8. They
don’t revise underlying seasonally UNadjusted

Video Equipment
Photographic Equipment
Recreational Vehicles
Recreational Vehicle Operation

price data, but they do revise SA factors each Digital Media
. . . . Newspapers
time in a mechanistic model-based way using Use of Recreational Facilities

Recreational Services

standard international procedures. The S )
pectator Entertainment

revisions each month cancel out over timein a Tuition Fees
. . . Other Educational Services
series of wild ups and downs but lend caution Magazines

Media Subscriptions
Other Recreational Equipment
month’s data. Audio Equipment
Books

Charts 9-17 break down individual parts of the Recrsezzftr:n:dEi:::Eiti:?:;r;gt
basket. Charts 18-19 break it down in m/m School Textbooks
and weighted contributions to m/m inflation, ~ D'&!te! Computing Equipment
Charts 20-21do likewise for year-over-year. Travel Tours

to attaching too much significance to any one

Toys & Games

Also see the accompanying detailed table.
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Canadian Core Goods Inflation
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Canada CPI: Transportation
50  m/m % change SAAR

40 |
30
20
10

0

-10

-20 F

.30 L

40 +

50 t
13 14 15 16 17 18 19 20 21 22 23 24 25
Sources: Scotiabank Economics, Statistics Canada.

Chart 15

Canada CPI: Food from Restaurants
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Canada CPl: Homeowners'

replacement cost
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Chart 13

Canada CPI: Purchase of
passenger vehicles
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Chart 16

Canada CPI: Clothing & Footwear
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Canada CPI: Rented Accommodation
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Chart 17

Canada CPI: Household equipment
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Chart 18 Chart 19

August Detailed Category Monthly
Change in Canadian CPI

August Detailed Category Contributions to Monthly
Change in Canadian CPI
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Chart 20 Chart 21

August Detailed Category 12-Month
Change in Canadian CPI

August Detailed Category Contributions to 12-Month
Change in Canadian CPI
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Aug 2025 Weighted Contributions (ppts)* 5-Year Pre-Pandemic 10-Year Pre-Pandemic
o N m/m% .
CA INFLATION COMPONENT BREAKDOWN Iy % 10-yeartrend , _"andemictrend Q/mpe e G e yly mim| 20152019 oy pev.  z-score| 201201 gy pev.  Z-Score
change (Jan 2019-Present) |change, NSA SAR* (%) avg.yly avg.yly

Food 34| N T 0.0 0.3 16.91 0.58 0.00 21 17 0.8 2.2 15 0.9
Food, stores 3.5 |t N T ] -0.1 10.86 0.38 -0.01 17 2.4 0.7 2.0 2.0 0.7
Meat ) N N o U Al 22 1.9 1.87 0.13 0.04 25 36 13 3.4 3.6 11
Fish & seafood 27| ANt i o~ -0.3 -0.2 0.32 0.01 0.00 2.9 14 -0.2 2.8 2.5 0.0
Dairy products & eggs 1.9 [t N 0.9 1.0 1.50 0.03 0.01 0.2 15 11 0.6 15 0.8
Bakery & cereal products 0.6 g T -05 -0.1 1.60 0.01 -0.01 0.5 2.1 0.0 1.2 23 -0.3
Fruit, fruit prep. & nuts 31 [t N\ s I A A -2.7 1.3 1.40 0.04 -0.04 1.8 4.4 03 2.0 35 03
Vegetables & vegetable prep. -0.9 [P e A T -16 05 122 -0.01 -0.02 49 6.4 -0.9 36 5.8 -0.8
Other food & non-alcoholic beverages 55| et N e 0.1 -0.2 295 0.16 0.00 1.0 15 29 13 17 2.4
Food purchased from restaurants 33 —w-—-m---—f'“‘"y -——H—/_"‘"-v- 0.1 0.2 6.05 0.20 0.01 3.0 0.7 0.4 2.6 0.7 0.9
Table service restaurants 21—y T T 0.1 3.46 0.07 0.00 2.9 06 1.4 2.6 06 -0.8
Fast food & take-out 5.9 [ M i 0.4 1.69 0.10 0.01 32 12 22 26 12 2.8
Cafeterias & other restaurants 3.2 -u—-'—""'-"/&"T*-"—"—J—.—'W- 0.1 0.90 0.03 0.00 3.0 0.6 0.4 2.6 0.7 0.9
Shelter 26| g T 0.1 0.1 29.41 0.75 0.02 1.8 0.6 13 1.7 0.8 11
Rented accommodation 4.3 _.__,Vr"‘\ MM\ 0.4 0.5 7.56 0.33 0.03 13 0.8 3.8 13 0.6 5.2
Rent 45| ™ T 0.4 7.35 033 0.03 13 08 3.9 13 06 53|
Tenants' insurance premiums 0.9 MMJ’“’J\——V 0.9 0.12 0.00 0.00 11 1.6 -01 0.3 1.6 0.3
Tenants' maintenance & repairs O M P 0.0 0.09 0.00 0.00 2.2 1.0 -2.0 2.6 22 12
Owned accommodation 23 ¢___..__..,._f""\ ____._//“'V\ -0.1 18.76 0.42 -0.01 23 0.4 -0.1 17 0.8 0.7
Mortgage interest cost 4.2 _,_,,_,-—-\‘/‘\ —J‘\ 0.3 0.3 5.84 0.25 0.02 21 3.6 0.6 -01 3.6 1.2
Homeowners' replacement cost -1.3 __,._,—__j\___‘___f\.___ -0.2 -0.2 4.57 -0.06 -0.01 19 1.7 =12 21 1.5 -2.3
Property tax & other charges 60| e~ 0.0 0.4 259 0.6 0.00 24 o6 64| 28 07 46
Homeowners' home & mortgage insurance 4.8 MWM 0.0 0.6 1.45 0.07 0.00 5.2 2.3 -0.2 4.5 2.6 0.1
Homeowners' maintenance & repairs L1 N o S s SN 0.0 0.0 2.01 0.03 0.00 2.0 1.1 -0.6 2.0 1.4 -0.5
Other owned accomodation expenses -0.2 __._h_/\,___,._,_,/_'\w___,__ -0.6 -0.2 2.30 0.00 -0.01 2.0 1.2 -1.8 2.4 2.0 -1.3
Water, fuel, & elec. 0.5 |~ o™ N e N -0.2 3.08 0.01 0.00 0.8 2.1 -0.1 25 3.4 -0.6
Electricity 14 |rrmery e o et 01 01 1.65 0.02 0.00 12 4.4 0.0 25 38 -0.3
Water 49 e T 0.0 03 0.75 0.04 0.00 3.7 0.9 13 49 14 0.0
Natural gas 7.8t N, TN -0.6 -0.6 0.48 -0.04 0.00 -1.3 9.0 -0.7 0.4 10.6 -0.8
Fuel oil & other fuels L]k W e W -1.0 -1.0 0.21 0.00 0.00 -0.1 15.5 0.1 5.1 14.2 -0.3
Household operations, furniture & equipment 2. | et \ e TN 0.3 0.2 13.25 0.27 0.04 1.2 1.0 0.8 1.4 0.9 0.7
Household ops. 2.6 [ Nt A N T 0.1 9.14 0.24 0.01 13 11 11 2.1 13 0.4
Communications 1.7 J“‘"“WW 0.9 0.8 2.94 0.05 0.03 0.0 2.8 0.6 1.5 29 0.0
Child care & housekeeping services -2.0 '_'_'_“'_"“'—‘1_/“'—'__‘—"-\,_/—‘— 0.1 -0.4 0.72 -0.01 0.00 3.4 1,4_ 3.3 1,3_
Household cleaning products 0.6 [mnmmmma e AN AN 0.2 0.1 035 0.00 0.00 13 1.9 -0.4 0.8 1.9 -01
Paper, plastic, aluminum foil 3.6 [N\ e AN -33 23 0.45 0.02 -0.01 22 2.2 0.6 2.0 2.0 0.8
Other household goods & services 3.8t ™ N T T -0.2 0.2 4.68 0.18 -0.01 1.8 0.5 43 2.4 11 13
Household furnishings & equip. 0.8|yywra e~ 0.9 4m 0.03 0.04 0.8 1.7 0.0 0.1 1.6 0.5
Furniture & textiles [oX=] PN U -0.8 1.65 0.01 -0.01 0.4 2.1 0.2 -0.3 2.1 0.6
Household equipment 0.4 MM 25 0.8 1.91 0.01 0.05 0.9 1.7 -0.3 0.0 1.8 0.2
Services related to furnishings & equipment 25| T — 0.0 0.2 0.39 0.01 0.00 2.4 1.8 0.1 27 29 -0.1
Clothing & footwear 1.7 [ vnatenr] ot e = 03 0.1 4.4 0.08 0.01 0.6 12 0.9 0.3 1.4 1.0
Clothing 2.1 et o o e 0.1 0.7 2.83 0.06 0.00 05 16 1.0 -0.3 21 11
Footwear B R | L Lt W PR\ s NP -14 -0.6 0.63 -0.02 -0.01 0.4 1.2 -3.0 0.1 1.4 -22
Clothing accessories 4.6 '-\__ww ..-WM 25 0.65 0.03 0.02 1.0 1.8 2.0 23 2.6 0.9
Clothing material 26 e L L — 0.7 0.28 0.01 0.00 22 0.7 0.6 2.7 1.2 -0.1
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Aug 2025 Weighted Contributions (ppts)* 5-Year Pre-Pandemic 10-Year Pre-Pandemic
. m/m% .

CAINFLATION COMPONENT BREAKDOWN chya’r"’;': 10-yeartrend Ja:az'(‘)ﬁ';f:fe‘s'::g chang’:’ ;‘:: chasnf*e’: We'g(';g yly m/m 20:,:3}3 Std.Dev.  Z-Score 2°:1‘;3}3 Std.Dev.  Z-Score
Transportation -0.5 Wf\uwﬂmm -0.3 0.4 16.9 -0.08 -0.06 17 31 -0.7 2.3 3.0 -0.9
Private trans. =01 vy e F N AN 0.1 15.2 -0.01 0.01 13 3.2 -0.4 22 3.2 -0.7
Purchase, lease, rental of passenger vehicles 41 MM\V -0.8 6.84 0.28 -0.06 23 1.5 1.2 19 1.6 1.4
Purchase & lease of passenger vehicles 4.0 W—’r\v ""‘"""‘J’% -0.9 6.79 0.27 -0.06 2.3 1.5 11 19 1.6 13
Rental of passenger vehicles 3.6 -——-m-‘\—\l-ﬁfr&“w" __u_f‘l"'b__hv_n_ 0.0 -1.1 0.06 0.00 0.00 14 52 0.4 1.2 4.1 0.6
Operation of passenger vehicles -2.3 WW 0.8 8.37 -0.20 0.07 0.7 5.7 -0.5 2.4 5.4 -0.9
Gasoline 127 oo PN o P 14 15 3.23 -0.41 0.05 0.6 35 -0.9 3.0 122 E75
Passenger vehicle parts, maintenance & repairs 3.9 __,._._,._/'\/ J\“/ 0.0 0.2 2.47 0.10 0.00 19 0.3 58 16 0.8 3.0
Other passenger vehicle expenses 58 W _,—.w 0.8 0.8 2.66 0.15 0.02 2.4 22 16 26 2.0 16
Public trans. 4.6 | oM i e P -3.9 1.69 -0.08 -0.07 4.8 3.9 -2.4 3.4 3.7 =22
Local & commuter transportation 12— e e 0.0 -0.2 0.46 0.01 0.00 15 05 -0.6 22 12 -0.9
City bus & subway 1.9 |~y T 0.0 0.33 0.01 0.00 2.1 0.7 -0.3 2.8 1.4 -0.6
Taxi & other commuter service -0.2 “-“"—'———‘AV‘ ——-\/-A\_VA 0.0 0.13 0.00 0.00 0.1 0.8 -0.5 0.9 12 -0.9
Inter-city transportation -6.8 MWW -5.4 0.3 1.09 -0.07 -0.06 6.2 5.7 -23 3.9 5.8 -1.8
Air transportation -7.6 .,..,_...._—A'.-..,,JJ\V__ W -5.9 0.99 -0.07 -0.06 6.5 6.2 -2.3 4.0 6.4 -1.8
Rail, highway bus, other 1.6 =g WA AN 1.4 0.10 0.00 0.00 2.7 1.8 -0.6 2.0 42 -0.1
Health & personal care 2.8| e N e 03 0.2 5.05 0.1 0.01 14 0.4 3.7 13 0.9 18
Health care 26| i N e e -0.2 253 0.1 0.00 13 0.6 23 11 0.8 1.9
Health care goods 1.4 MW -0.3 -0.3 1.51 0.0 0.00 0.5 0.7 1.3 -0.1 11 1.4
Health care services 42| N 0.0 0.4 1.02 0.0 0.00 25 0.6 31 29 0.8 17
Personal Care 3.0 M"\:M 0.6 2.52 0.1 0.02 1.5 0.5 2.8 15 1.2 13
Personal care supplies & equipment 25 MW 0.1 0.1 1.66 0.0 0.00 0.4 0.9 22 0.5 1.6 1.2
Personal care services 4.3 _‘_,..,._J-—-«_J‘Lw—'—u\.\__‘r”\,_,———r‘\_’ 17 0.8 0.86 0.0 0.01 29 0.7 19 2.7 14 11
Recreation, education & reading 0.5 [cmemmrmam P e ps A -1.2 -0.2 10.12 0.1 -0.12 17 0.8 -15 13 0.9 -0.8
Recreation 0.4 WW -1.57 7.94 0.03 -0.12 1.4 1.0 -1.0 0.6 1.2 -0.2
Recreational equipment & services, excl. vehicles -1.0 MMW -1.4 -0.7 2.13 0.0 -0.03 -0.8 16 -0.1 =22 2.0 0.6
Purchase & operation of recreational vehicles B K] RN VAR e PN 0.9 11 1.48 0.0 0.01 26 1.8 -2.0 1.9 2.0 -15
Home entertainment equipment 6.2 [ M ey T 07 09 0.53 0.0 0.00 -38 2.0 49 -49 22 5.0
Travel services -3.8 |t Ut e A -5.8 13 183 -01 -0.11 0.8 29 -16 0.4 2.8 -15
Other cultural & rec. services 5.6 [t LN T 0.0 03 1.97 01 0.00 35 11 2.0 3.4 14 1.6
Educ. &reading 1.4 _'“"-'—"—L{"“’h""‘ _LJ_"‘“""—""“" -0.16 218 0.03 0.00 25 1.4 -0.8 3.0 11 -1.4
Education 1] e f e U S — -0.2 0.1 1.91 0.0 0.00 2.4 1.4 -0.7 3.0 1.2 -13
Reading material excl. textbooks 1.0 MMM 0.0 0.0 0.27 0.0 0.00 38 2.8 -1.0 3.2 29 -0.8
Alcoholic beverages, tobacco & rec. cannabis 13 [ e 0.2 0.0 3.99 0.1 0.01 32 12 -16 27 13 -11
Alcoholic beverages 2.0 -w—ﬁ--'-w-w/\y‘ W 0.33 2.58 0.05 0.01 17 0.5 0.5 14 0.7 0.8
Alc. beverages served in licensed establishments 33 MW 0.7 -0.1 0.77 0.0 0.01 1.8 0.6 23 2.0 0.7 1.8
Alc. beverages purchased from stores 1.5 Wﬂ“*/\'r*-“—m“v‘ 0.1 0.1 1.81 0.0 0.00 1.7 0.7 -0.4 1.1 11 0.4
Tobacco products 1.0 mm\‘ -0.12 1.01 0.01 0.00 5.6 21 -2.2 4.8 2.8 -1.4
Cigarettes 04| N S T -0.2 0.89 0.0 0.00 56 21 25 48 28 -16
Other tobacco products & supplies 4.2 '{Mm 0.2 0.12 0.0 0.00 5.6 2.0 -0.7 4.9 2.6 -0.3
Rec. cannabis -2.2 I o -0.14 0.50 -0.01 0.00

*Number may not add due to rounding

** Only available for components that are tracked on a seasonally adjusted basis.

Sources: Scotiabank Economics, Statistics Canada.
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