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Consumer price index (% chg) 21:Q4 22:Q1 Mar Apr May 
Year/year rate (unadjusted) 4.7 5.8 6.7 6.8 7.7 
Monthly rate (unadjusted) - - 1.4 0.6 1.4 
Monthly rate (SA) - - 1.0 0.9 1.1 
Three-month rate (SAAR) - - 10.0 11.1 12.5 
CPI-trim (year/year rate) 3.6 4.4 4.8 5.2 5.4 
CPI-median (year/year rate) 3.2 3.9 4.2 4.6 4.9 
CPI-common (year/year rate) 2.5 3.1 3.3 3.5 3.9 

Source: Statistics Canada 
 

• There was no rest for those of us growing weary of escalating inflationary pressures in May. Headline CPI rose by 
1.4% month-over-month, taking the annual rate up from an already elevated 6.8% to an even more gravity-defying 
7.7% (consensus +1.0%m/m, 7.3% y/y). While food and energy drove much of the headline increase during the 
month, price pressures in rebounding services meant that, even excluding food and energy, inflation was very strong. 
The continuation of sharp and broadly based price pressures makes a 75bp hike from the Bank of Canada a near 
certainty, and likely means that the peak in interest rates will be higher than we previously anticipated.  

• Food prices continued to rise, although the 0.5% monthly seasonally adjusted increase was weaker than had been 
seen in the earlier US release. Gasoline surged during the month after a brief respite in April, with the 12% increase 
the single largest contributor to the overall increase in CPI during the month. Fuel oils (+21.5%) was also one of the 
top five contributors to the increase. The average of the Bank of Canada's three core measures rose further from 
4.4% to 4.7%. 

• Even excluding food/energy, price pressures remained very strong, with a seasonally adjusted 0.6% matching the 
increase seen in the prior month and taking the year-over-year rate on that breakdown to 5.2% (from the 4.6% in the 
prior month). The rebound in services activity appears to be helping drive price pressures, with traveller 
accommodation (+14%) the second largest contributor to the overall monthly change in unadjusted CPI, behind 
gasoline.  

• Within the shelter component of CPI, higher rates are showing up in mortgage interest costs (+0.66% m/m vs +0.19% 
last month), but the negative impact on house prices is not yet being seen. Other owned accommodation costs, which 
includes real estate agent fees, actually rose by a modest 0.2% in May. Homeowners' replacement costs also 
continued to increase, albeit at a slower pace than in prior months, due to the higher costs facing builders of new 
homes. 

• Today's release included a reweighting of the CPI basket and the introduction of used car prices as a separate line 
item for the first time. On a month-over-month basis, the purchase of new passenger vehicles rose 0.1% and 
purchase of used passenger vehicles rose 2.2% in May. Statistics Canada noted that today's headline figure would 
have been broadly the same without the introduction of used vehicle prices. 
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Implications & actions 
Re: Economic forecast — With little respite from high gasoline prices on average in June, and with food prices likely to 
continue to increase, headline inflation should easily surpass 8% next month. However, with commodity prices starting to 
trend lower amid concerns of a global slowdown, inflation should finally moderate in late summer and into the fall. 
Headline CPI was already running well above the Bank of Canada's April projections prior to today, and so this release 
makes a 75bp move at the next meeting a near certainty and suggests that the peak in interest rates could be higher than 
the 2.75% we had previously predicted. 

Re: Markets — Bond yields rose immediately after the release, but settled to be little changed as today's stronger than 
expected inflation figure was overshadowed somewhat by growing concerns of a global recession and the resulting 
weakness in commodity prices. 
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