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SCOTIA FLASH 

March 16, 2026 

 

Soft Canadian CPI is Stale on Arrival 

• CPI inflation was weaker than expected 

• Core measures conflicted again as BoC’s review reassesses which ones are best 

• Breadth of inflation pressures eased off somewhat 

• Next month’s headline CPI will surge and do so again in April 

• Key to the BoC is the permanence of the oil shock… 

• ...and how it transmits through core… 

• ...as empirical questions that will take time and data to answer while on hold 
 

Canadian CPI m/m % / y/y %, NSA, February: 

Actual: 0.5 / 1.8 

Scotia: 0.9 / 2.1 

Consensus: 0.7 / 1.9 

Prior: 0.0 / 2.3 

Trimmed mean CPI m/m % SAAR: 0.6 (prior unrevised from 1.1%) 

Weighted median CPI m/m % SAAR: 1.6 (prior unrevised from 1.6%) 

Traditional core ex-food & energy % SAAR: 2.3 (prior 0.8 revised from 1.5%) 
 

The rearview mirror showed inflation undershooting expectations in February, ‘February’ 

being the operative word here. The readings are as stale as week old bread sitting on the 

discount shelf and headed for the pigeons. Core measures conflicted once again, while the 

breadth of price pressures eased off somewhat. The rally in bond yields should be more 

focused upon future risks to the inflation outlook. 

FIRST, THE DETAILS 

Headline CPI was up by just 0.5% m/m seasonally unadjusted, or 0.1% m/m SA. The year-

over-year rate ebbed to 1.8% from 2.3% previously and with the expiration of the 

temporary GST cut after mid-February 2025 contributing to this morning’s weaker year-

over-year figure. The BoC will look through that effect. 

The two keys were further evidence of soft 

core inflation (charts 1–3) and weaker 

breadth (chart 4) but with a big caveat on 

the former point.  

That caveat involves guesswork around what 

measure of core inflation is best. Our house 

research argues traditional core is best. The 

BoC has in the past published research 

saying the central tendency measures of 

core (trimmed mean and weighted median) 

are best, while press conferences emphasize 

a flexible approach that looks at everything. 

BoC guidance points to core measures being 

reevaluated in this year’s 5-year review and 

with possibly more added. 

This matters because traditional core CPI (ex-food and energy) was up by 2.3% m/m SAAR which 

isn’t light, but follows a downwardly revised reading of 0.8% m/m SAAR in January from 1.5% 

previously. The three-month moving average of traditional core CPI is 2.1% m/m SAAR. 

And yet trimmed mean CPI was just 0.6% m/m SAAR for a three-month moving average of 

0.7%. Weighted median CPI was just 1.6% m/m SAAR for a three-month MA of 1.3%. 

Chart 2 

Chart 1 

Chart 3 

0

1

2

3

4

5

6

7

8

9

21 22 23 24 25 26

m/m %, SAAR

Sources: Scotiabank Economics, Statistics Canada.  

Core CPI - Trim

Core CPI -

Median

BoC's Preferred Core Measures

Month
Weighted 

Median

Trimmed 

Mean

Traditional 

Core

Jan-2025 2.8 4.0 2.4

Feb-2025 4.0 2.9 5.6

Mar-2025 2.2 2.3 0.0

Apr-2025 5.1 4.6 4.0

May-2025 2.2 2.8 2.4

Jun-2025 2.8 2.8 3.1

July-2025 1.7 2.3 0.8

Aug-2025 2.8 2.2 1.6

Sep-2025 3.3 3.4 2.3

Oct-2025 2.2 2.8 3.1

Nov-2025 1.6 1.7 0.8

Dec-2025 0.5 0.6 3.1

Jan-2026 1.6 1.1 0.8

Feb-2025 1.6 0.6 2.3

Canadian Core CPI Measures

Sources: Scotiabank Economics, Statistics Canada.
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So what’s going on with core inflation? It depends, it seems, on which measure the BoC prefers. 

Chart 5 shows that services inflation accelerated and chart 6 shows that core goods inflation 

decelerated, both behaving as directionally expected but on net by less than expected. 

WHAT DOES THE FUTURE HOLD? 

Regardless, the BoC will be more intensely focused upon forward-looking inflation risks as follows. 

Assessing them will take time for a central bank that is likely to be in data watch mode for an 

extended period while doing nothing at least for several meetings. 

1. How much upside to headline inflation might arrive and for how long? The magnitude of the 

oil price increase and its effects on energy components within CPI (gasoline, home heating) 

could give rise to a 0.75–1% lift to inflation if moderately persistent over time based on the 

rule of thumb that each $10 lift gives a few tenths of upside. In the nearer term, I figure that 

next month's (March) inflation reading will get about a 0.5 ppt lift to the y/y rate from gasoline 

prices based on tracking so far to mid-month (chart 7). All else equal, that would drive the y/y 

headline CPI rate up toward 2¼%. It will go even higher in April when last April's elimination of 

the consumer portion of the carbon tax shakes out 

and that base effect will persist for many months. 

2. Will the energy price spike stop there or get passed 

into core measures and when? A little of it may get 

passed through in first-round effects but the second-

round effects could be more complicated and pointed 

toward the downside if real wages take a sustained hit. 

The ultimate outcome will be an empirical question 

settled by data and that will take time.  

3. Canada—being a net energy exporter—gets a 

positive terms of trade shock from higher energy 

prices that usually causes hawkish concerns at the 

BoC. It's a positive imported income shock to broad 

national income that trickles down into higher 

incomes in the household, business 

(retain earnings) and government 

(improved balances) sectors. That will 

translate into higher incomes and 

usually translates into higher spending 

on net. It would be super unusual if a 

sustained positive energy shock didn't 

give rise to higher activity in Canada 

so be careful with arguments that lean 

to the contrary to typical experiences 

for commodity producers. If that 

happens, then the income effect could 

lift core inflation pressures 

independent of the effects of any pass 

through of higher energy prices into 

core measures. Again, an empirical 

question that will take time to assess. 

MORE DETAILS! 

Charts 8–25 break down parts of the CPI basket. Charts 26–27 do likewise in terms of 

m/m changes and weighted contributions. Charts 28–29 do the same thing with y/y 

rates. Also see the table showing more details and micro charts. 

Chart 6  Chart 5 

Chart 4  
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Chart 9  Chart 11 

Chart 12 

Chart 10 
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Chart 17 Chart 16  
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Chart 18  Chart 19  Chart 20 

Chart 23  Chart 22 Chart 21  

Chart 25 Chart 24  
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Chart 26  Chart 27  
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Feb 2026 Weighted Contributions (ppts)* 5-Year Pre-Pandemic 10-Year Pre-Pandemic

CA INFLATION COMPONENT BREAKDOWN
y/y % 

change
10-year trend

Pandemic trend 

(Jan 2019–Present)

m/m % 

change, NSA

m/m % 

change, 

SA**

Weights    

(%)
y/y m/m

2015–2019 

avg. y/y
Std. Dev. Z-Score

2011–2019 

avg. y/y
Std. Dev. Z-Score

Food 5.4 0.0 0.2 16.91 0.91 0.01 2.1 1.7 1.9 2.2 1.5 2.2

Food, stores 4.1 0.0 10.86 0.44 0.00 1.7 2.4 1.0 2.0 2.0 1.0

Meat 8.2 -1.5 -1.4 1.87 0.15 -0.03 2.5 3.6 1.6 3.4 3.6 1.3

Fish & seafood 4.4 -1.1 -1.1 0.32 0.01 0.00 2.9 1.4 1.0 2.8 2.5 0.6

Dairy products & eggs 1.6 0.3 0.3 1.50 0.02 0.00 0.2 1.5 0.9 0.6 1.5 0.6

Bakery & cereal products 1.1 1.2 1.2 1.60 0.02 0.02 0.5 2.1 0.3 1.2 2.3 -0.1

Fruit, fruit prep. & nuts -0.2 0.3 0.4 1.40 0.00 0.00 1.8 4.4 -0.5 2.0 3.5 -0.6

Vegetables & vegetable prep. 1.4 1.2 1.2 1.22 0.02 0.01 4.9 6.4 -0.6 3.6 5.8 -0.4

Other food & non-alcoholic beverages 7.7 -0.4 -0.3 2.95 0.23 -0.01 1.0 1.5 4.3 1.3 1.7 3.7

Food purchased from restaurants 7.8 0.1 0.1 6.05 0.47 0.01 3.0 0.7 7.2 2.6 0.7 7.1

Table service restaurants 7.2 0.1 3.46 0.25 0.00 2.9 0.6 7.9 2.6 0.6 7.3

Fast food & take-out 9.1 0.1 1.69 0.15 0.00 3.2 1.2 4.9 2.6 1.2 5.6

Cafeterias & other restaurants 7.5 0.1 0.90 0.07 0.00 3.0 0.6 7.3 2.6 0.7 7.0

Shelter 1.5 -0.1 -0.1 29.41 0.44 -0.02 1.8 0.6 -0.5 1.7 0.8 -0.3

Rented accommodation 3.9 -0.1 -0.1 7.56 0.29 -0.01 1.3 0.8 3.3 1.3 0.6 4.4

Rent 3.9 -0.1 7.35 0.29 -0.01 1.3 0.8 3.2 1.3 0.6 4.3

Tenants' insurance premiums 1.3 0.7 0.12 0.00 0.00 1.1 1.6 0.2 0.3 1.6 0.6

Tenants' maintenance & repairs 3.4 0.0 0.09 0.00 0.00 2.2 1.0 1.2 2.6 2.2 0.4

Owned accommodation 0.8 -0.2 18.76 0.15 -0.03 2.3 0.4 -3.5 1.7 0.8 -1.1

Mortgage interest cost 0.7 -0.3 -0.3 5.84 0.04 -0.02 2.1 3.6 -0.4 -0.1 3.6 0.2

Homeowners' replacement cost -2.1 -0.5 -0.5 4.57 -0.09 -0.02 1.9 1.7 -2.4 2.1 1.5 -2.9

Property tax & other charges 5.6 0.0 0.0 2.59 0.14 0.00 2.4 0.6 5.6 2.8 0.7 4.0

Homeowners' home & mortgage insurance 6.5 1.4 1.4 1.45 0.09 0.02 5.2 2.3 0.5 4.5 2.6 0.8

Homeowners' maintenance & repairs 1.1 0.1 0.1 2.01 0.02 0.00 2.0 1.1 -0.8 2.0 1.4 -0.6

Other owned accomodation expenses -2.6 -0.2 -0.2 2.30 -0.06 0.00 2.0 1.2 -3.8 2.4 2.0 -2.6

Water, fuel, & elec. 0.2 0.5 3.08 0.01 0.02 0.8 2.1 -0.3 2.5 3.4 -0.7

Electricity 4.1 0.2 0.2 1.65 0.07 0.00 1.2 4.4 0.7 2.5 3.8 0.4

Water 5.2 0.0 0.0 0.75 0.04 0.00 3.7 0.9 1.6 4.9 1.4 0.2

Natural gas -17.1 -1.7 -1.7 0.48 -0.08 -0.01 -1.3 9.0 -1.8 0.4 10.6 -1.6

Fuel oil & other fuels 1.3 10.1 10.1 0.21 0.00 0.02 -0.1 15.5 0.1 5.1 14.2 -0.3

Household operations, furniture & equipment 1.2 -0.3 -0.6 13.25 0.16 -0.04 1.2 1.0 0.0 1.4 0.9 -0.2

Household ops. 1.1 -0.6 9.14 0.10 -0.06 1.3 1.1 -0.2 2.1 1.3 -0.8

Communications 1.3 -1.2 -1.2 2.94 0.04 -0.03 0.0 2.8 0.5 1.5 2.9 -0.1

Child care & housekeeping services -1.4 -1.6 -1.6 0.72 -0.01 -0.01 3.4 1.4 -3.5 3.3 1.3 -3.6

Household cleaning products 2.3 -0.1 -0.2 0.35 0.01 0.00 1.3 1.9 0.5 0.8 1.9 0.8

Paper, plastic, aluminum foil 0.5 -2.9 -2.9 0.45 0.00 -0.01 2.2 2.2 -0.8 2.0 2.0 -0.8

Other household goods & services 1.0 0.2 0.1 4.68 0.05 0.01 1.8 0.5 -1.6 2.4 1.1 -1.3

Household furnishings & equip. 1.3 0.5 4.11 0.05 0.02 0.8 1.7 0.3 0.1 1.6 0.8

Furniture & textiles 0.9 0.3 1.65 0.01 0.00 0.4 2.1 0.2 -0.3 2.1 0.6

Household equipment 1.5 0.8 0.8 1.91 0.03 0.02 0.9 1.7 0.4 0.0 1.8 0.8

Services related to furnishings & equipment 1.9 0.0 0.0 0.39 0.01 0.00 2.4 1.8 -0.2 2.7 2.9 -0.3

Clothing & footwear 0.9 1.7 0.2 4.4 0.04 0.08 0.6 1.2 0.2 0.3 1.4 0.4

Clothing -0.4 2.1 2.1 2.83 -0.01 0.06 0.5 1.6 -0.5 -0.3 2.1 -0.1

Footwear -2.0 1.5 1.5 0.63 -0.01 0.01 0.4 1.2 -2.0 0.1 1.4 -1.5

Clothing accessories 7.9 0.9 0.65 0.05 0.01 1.0 1.8 3.8 2.3 2.6 2.2

Clothing material 2.3 0.8 0.28 0.01 0.00 2.2 0.7 0.2 2.7 1.2 -0.3
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Feb 2026 Weighted Contributions (ppts)* 5-Year Pre-Pandemic 10-Year Pre-Pandemic

CA INFLATION COMPONENT BREAKDOWN
y/y % 

change
10-year trend

Pandemic trend 

(Jan 2019–Present)

m/m % 

change, NSA

m/m % 

change, 

SA**

Weights    

(%)
y/y m/m

2015–2019 

avg. y/y
Std. Dev. Z-Score

2011–2019 

avg. y/y
Std. Dev. Z-Score

Transportation -0.8 1.2 0.6 16.9 -0.14 0.20 1.7 3.1 -0.8 2.3 3.0 -1.1

Private trans. -0.8 1.0 15.2 -0.12 0.15 1.3 3.2 -0.7 2.2 3.2 -0.9

Purchase, lease, rental of passenger vehicles 2.5 0.2 6.84 0.17 0.01 2.3 1.5 0.1 1.9 1.6 0.4

Purchase & lease of passenger vehicles 2.5 0.2 6.79 0.17 0.01 2.3 1.5 0.1 1.9 1.6 0.4

Rental of passenger vehicles 2.3 0.0 0.0 0.06 0.00 0.00 1.4 5.2 0.2 1.2 4.1 0.3

Operation of passenger vehicles -2.9 1.8 8.37 -0.24 0.15 0.7 5.7 -0.6 2.4 5.4 -1.0

Gasoline -14.2 3.6 3.6 3.23 -0.46 0.12 -0.6 13.5 -1.0 3.0 12.2 -1.4

Passenger vehicle parts, maintenance & repairs 3.1 0.0 0.0 2.47 0.08 0.00 1.9 0.3 3.2 1.6 0.8 1.8

Other passenger vehicle expenses 6.8 1.4 1.4 2.66 0.18 0.04 2.4 2.2 2.0 2.6 2.0 2.1

Public trans. -0.3 2.9 1.69 -0.01 0.05 4.8 3.9 -1.3 3.4 3.7 -1.0

Local & commuter transportation 0.3 -0.1 0.0 0.46 0.00 0.00 1.5 0.5 -2.5 2.2 1.2 -1.7

City bus & subway 0.7 0.0 0.33 0.00 0.00 2.1 0.7 -1.9 2.8 1.4 -1.4

Taxi & other commuter service -0.7 -0.1 0.13 0.00 0.00 0.1 0.8 -1.1 0.9 1.2 -1.3

Inter-city transportation -0.7 4.1 4.1 1.09 -0.01 0.04 6.2 5.7 -1.2 3.9 5.8 -0.8

Air transportation -0.6 4.4 0.99 -0.01 0.04 6.5 6.2 -1.1 4.0 6.4 -0.7

Rail, highway bus, other -1.2 1.5 0.10 0.00 0.00 2.7 1.8 -2.2 2.0 4.2 -0.8

Health & personal care 3.2 0.4 0.1 5.05 0.2 0.02 1.4 0.4 4.5 1.3 0.9 2.2

Health care 2.4 0.3 2.53 0.1 0.01 1.3 0.6 1.9 1.1 0.8 1.6

Health care goods 1.5 0.6 0.6 1.51 0.0 0.01 0.5 0.7 1.4 -0.1 1.1 1.5

Health care services 3.5 0.0 0.0 1.02 0.0 0.00 2.5 0.6 1.9 2.9 0.8 0.9

Personal Care 4.0 0.4 2.52 0.1 0.01 1.5 0.5 4.6 1.5 1.2 2.1

Personal care supplies & equipment 3.6 0.3 0.3 1.66 0.1 0.01 0.4 0.9 3.4 0.5 1.6 1.9

Personal care services 4.7 0.7 0.7 0.86 0.0 0.01 2.9 0.7 2.4 2.7 1.4 1.4

Recreation, education & reading 0.5 2.8 0.3 10.12 0.0 0.29 1.7 0.8 -1.6 1.3 0.9 -0.9

Recreation 0.0 3.55 7.94 0.00 0.28 1.4 1.0 -1.3 0.6 1.2 -0.5

Recreational equipment & services, excl. vehicles 1.0 0.6 0.4 2.13 0.0 0.01 -0.8 1.6 1.2 -2.2 2.0 1.6

Purchase & operation of recreational vehicles -3.0 0.5 -0.5 1.48 0.0 0.01 2.6 1.8 -3.1 1.9 2.0 -2.5

Home entertainment equipment -6.0 -4.4 -4.4 0.53 0.0 -0.02 -3.8 2.0 -1.1 -4.9 2.2 -0.5

Travel services -1.7 17.7 17.8 1.83 0.0 0.32 0.8 2.9 -0.9 0.4 2.8 -0.7

Other cultural & rec. services 4.9 0.3 0.3 1.97 0.1 0.01 3.5 1.1 1.3 3.4 1.4 1.1

Educ. & reading 2.2 0.05 2.18 0.05 0.00 2.5 1.4 -0.2 3.0 1.1 -0.7

Education 1.8 0.0 0.0 1.91 0.0 0.00 2.4 1.4 -0.4 3.0 1.2 -1.0

Reading material excl. textbooks 6.0 0.1 0.1 0.27 0.0 0.00 3.8 2.8 0.8 3.2 2.9 0.9

Alcoholic beverages, tobacco & rec. cannabis 3.5 0.2 0.2 3.99 0.1 0.01 3.2 1.2 0.3 2.7 1.3 0.6

Alcoholic beverages 6.0 0.32 2.58 0.15 0.01 1.7 0.5 8.2 1.4 0.7 6.2

Alc. beverages served in licensed establishments 6.8 1.3 1.3 0.77 0.1 0.01 1.8 0.6 8.2 2.0 0.7 6.9

Alc. beverages purchased from stores 5.6 -0.1 -0.1 1.81 0.1 0.00 1.7 0.7 6.0 1.1 1.1 4.2

Tobacco products -0.2 -0.15 1.01 0.00 0.00 5.6 2.1 -2.8 4.8 2.8 -1.8

Cigarettes -0.3 -0.2 0.89 0.0 0.00 5.6 2.1 -2.8 4.8 2.8 -1.8

Other tobacco products & supplies 0.3 0.2 0.12 0.0 0.00 5.6 2.0 -2.6 4.9 2.6 -1.8

Rec. cannabis -2.8 0.29 0.39 -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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