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Consumer price index (% chg) 25:Q4 26:Q1 Jan Feb Mar 
Year/year rate (unadjusted) 2.2 2.2 2.3 1.8 2.4 
Monthly rate (unadjusted) - - 0.0 0.5 0.9 
Monthly rate (SA) - - 0.1 0.2 0.5 
Three-month rate (SAAR) - - 2.4 2.2 2.9 
CPI-trim (year/year rate) 2.9 2.3 2.4 2.3 2.2 
CPI-median (year/year rate) 2.8 2.4 2.5 2.3 2.3 

Source: Statistics Canada 
 

• Everyone knew that inflation jumped in March due to higher gasoline prices, the only question remaining was how 
high? As it turned out, the jump in headline inflation wasn't quite as high as expected, and core measures continued 
to show little sign of inflationary pressure outside of the surge in fuel prices. Pass-through from higher energy prices 
into core measures of inflation may become more evident closer to the summer months, particularly in areas such as 
air fares, but slack within the Canadian economy should prevent those measures from reaccelerating too much, 
enabling the Bank of Canada to remain on the sidelines through 2026. 

• The 2.4% headline reading, driven by a 0.9% NSA m/m increase (0.5% after seasonal adjustment), was actually 
slightly below the consensus expectation (2.6%) albeit still a sharp acceleration from 1.8% in the prior month. Of 
course, higher fuel prices, specifically gasoline, were the primary driver of the acceleration, and ex-energy inflation 
actually decelerated modestly on the month. Food prices rose by 0.4% m/m on a seasonally adjusted basis, up from 
0.2% in the prior month, and firmer monthly figures could be seen for a while due to a pass through of higher 
transportation costs. 

• However, so far there's little sign of pass through from higher oil and gasoline prices into other areas of inflation…yet. 
While air transportation saw a 4.9% increase in unadjusted terms, that's not outside of the range typically seen during 
the month of March. While we know air fares have been increased due to the surge in fuel costs, those fares will enter 
the CPI print in the months when the flights are taken, and because of that we expect greater sign of inflationary 
pressure from this item over the summer. 

• If anything aggregate measures of core inflation were tamer than expected during March, with four measures (CPI-
Trim, Median, CPI-X and ex food/energy) averaging 0.1% m/m, 1.4% on a 3-month annualized basis, and 2.3% y/y. 
Telephone services saw a big decline on the month, which had a strong downward impact on the CPI-X and ex 
food/energy measures of core inflation. Mortgage interest costs edged down for the fourth consecutive month, 
although the series for rents posted a 0.5% increase to partly offset the declines seen in the previous two months. 

Implications & actions 
Re: Economic forecast — Looking forward, a further rise in gasoline prices will see headline inflation jump further in 
April, potentially surpassing 3%. Thereafter, inflation should hopefully cool slightly, assuming the recent partial pull 
back in global oil prices holds, and partly helped by the temporary suspension of the federal fuel excise tax (worth 
about -0.2%-pts to headline inflation for May). Core measures of inflation could well reaccelerate slightly over the 
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summer months as signs of pass-through in areas such as air fares become more obvious, but continued slack within 
the economy should keep domestically-driven services inflation tame and we continue to see the Bank of Canada 
holding interest rates at their current level throughout 2026. 

 
Re: Markets — Bond yields fell following the release as investors scaled back bets of interest rate hikes from the 
Bank of Canada this year. 
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