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Canadian CPI (Apr): Core still in neutral even as gasoline surged  

by Andrew Grantham andrew.grantham@cibc.com  

Consumer price index (% chg) 25:Q4 26:Q1 Feb Mar Apr 
Year/year rate (unadjusted) 2.2 2.2 1.8 2.4 2.8 
Monthly rate (unadjusted) - - 0.5 0.9 0.4 
Monthly rate (SA) - - 0.2 0.5 0.3 
Three-month rate (SAAR) - - 2.2 2.9 3.9 
CPI-trim (year/year rate) 2.9 2.3 2.3 2.2 2.0 
CPI-median (year/year rate) 2.8 2.4 2.3 2.3 2.1 

Source: Statistics Canada 
 

• Headline CPI accelerated in April as gasoline prices surged, but the jump wasn't as high as expected and core 
measures of inflation remained muted, supporting the current wait-and-see stance of the Bank of Canada. While price 
pressures may accelerate further ahead, the weakness of core inflationary measures as oil prices were initially spiking 
is an indication of the slack that exists within the Canadian economy, which will continue to put downward pressure on 
inflation components that aren't greatly affected by oil prices. Because of that we continue to see the Bank of Canada 
holding interest rates steady at their current level throughout 2026. 

• The 0.4% m/m headline increase (+0.3% SA) was three ticks below the consensus forecast. While the annual rate 
accelerated to 2.8%, it didn't breach the 3% mark as expected (consensus 3.1%). Higher energy prices, particularly 
gasoline, drove the headline acceleration, but price pressures were generally much tamer elsewhere. Indeed, 
excluding gasoline, inflation actually decelerated to 2.0%, from 2.2% in March. Food prices were little changed on the 
month, but are likely to rise ahead due to the impact of higher transportation costs. 

• An average of four core inflation measures came in at only 0.1% m/m in April, and dipped below 2% on a year-over-
year basis for the first time since March 2021. Exclusionary measures of inflation (CPI ex food/energy and CPI-X) 
were the weakest month-over-month in April, partly influenced by another large drop in cell service costs as well as 
surprising weakness in travel tours and air fares. However, CPI-Trim and CPI-Median weren't much stronger on a 
m/m basis, and were below consensus expectations year-over-year, which is an indication that underlying inflationary 
trends weren't exactly strong. 

• Softer core measures of inflation relative to the pick-up seen in the US is partly a timing issue, as air fares in Canada 
are included at the time a flight is taken and because of that the fare increases seen recently will show up to a greater 
extent in CPI readings over the summer. However, it is likely also a reflection of the slack that exists within the 
Canadian economy, placing downward pressure on inflation components that aren't greatly affected by oil prices or 
transportation costs more broadly. 

Implications & actions 
Re: Economic forecast — Looking forward, core measures of inflation are likely to accelerate again over the 
summer, as air fare increases are picked up and higher transportation costs result in price rises in some other areas 
as well. However, the slack currently in the economy will limit the extent of that acceleration, and we continue to 
forecast that the Bank of Canada will hold its overnight rate at 2.25% throughout the remainder of the year. 
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Re: Markets — Shorter-term bond yields fell following the release as investors slightly reduced the magnitude of 
Bank of Canada rate hikes expected before the end of the year, although the move was muted compared to the spike 
seen last week. Longer-term (5-year and over) yields remained higher on the day, likely reacting to yesterday's 
increase in global oil prices when Canadian markets were closed. 
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