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Consumer price index (% chg) 22:Q2 22:Q3 Aug Sep Oct
Year/year rate (unadjusted) 75 7.2 7.0 6.9 6.9
Monthly rate (unadjusted) - - -0.3 0.1 0.7
Monthly rate (SA) - - 0.1 04 0.6
Three-month rate (SAAR) - - 29 24 4.3
CPI-trim (yearlyear rate) 53 53 5.2 5.2 5.3
CPl-median (year/year rate) 4.6 48 4.7 4.7 48
CPl-common (year/year rate) 6.0 6.4 6.3 6.2 6.2

Source: Statistics Canada

e Admittedly, those of us who are hopeful about price momentum being vanquished in 2023 had to search hard in the
inflationary ruins of the October data to find anything positive to say, but tamer prices outside food and energy should
count for something. That measure, commonly used as a core inflation indicator in most countries, rose 0.2% from
September on a seasonally adjusted basis, a now rare sighting of something close to an acceptable pace. Overall,
however, inflation remains very heated, with the CPI holding to a 6.9% 12-month pace, and prices up another 0.7% in
October (or 0.6% seasonally adjusted).

e US dollar crude oil prices are on a relatively flat trend, but October saw an upward bounce, and combined with a
weaker loonie, refinery shutdowns and the reimposition of a carbon tax in Alberta, that saw but Canadians paying
9.2% more at the gas pumps over September levels. Energy prices are for now still a hot spot in the CPI, up 16.2% in
the past year, but as we move into 2023, as long as world crude prices stay rangebound, that source of inflation will
melt away quite dramatically.

e Food is the other cost that's up in double-digits from a year earlier, and although its 10.1% 12-month pace in October
was marginally softer, that included a still troublesome 0.4% seasonally adjusted increase in the latest month. Like oil,
some of the global food commodities have either levelled off or are down from their peaks, but that doesn't as cleanly
translate into prices for much more processed food items on the grocery shelf.

e Excluding food and energy, October's 0.2% seasonally adjusted rise left that basket up 5.3% from a year ago. The
two core measures tracked by the Bank of Canada (which is now essentially ignoring CPl-common) average just a
hair over 5%, little changed from the prior month. So even with some better news on some non-food/energy
components, we still have a long way to go to getting trend inflation to 2%. Given the lags in how interest rate hikes
impact demand growth, and then CPI, we really shouldn't be expecting to see much progress just yet, even if interest
rates are closing in on the right level to make that happen.

e Homeowners' replacement costs, as expected, continue to trend to softer 12-month gains, reaching 6.9% in October
after peaking at over 11% in the spring. But elsewhere, housing-related inflation looks quite sticky at this point.
Housing cost measures tied to mortgage interest payments are escalating at a more than 11% pace as borrowers
renew their obligations at higher rates. Higher mortgage rates, and the barrier they represent to home ownership, may
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be keeping people in the rental market, and along with the demand from robust immigration, that has rents
accelerating again this month to a 4.7% pace.

Implications & actions

Re: Economic forecast — Today's data were in line with consensus, and although the headline CPI was a few ticks
lower than we expected, prices excluding food/energy were only one tick softer than we had built into our projection. We
still expect much lower inflation by the latter half of 2023, but today's data were generally a reminder that we need to first
see downward pressure from on demand from softer job and income gains to make that happen. We look for the Bank of
Canada to add another half point to overnight rates in December, and they will have to rely on indicators of slowing
growth, rather than immediate progress on inflation, to justify a pause in Q1.

Re: Markets — The inflation data were in line with expectations, and therefore not a market mover for either rates or FX,
with the surprise today being that stronger US retail sales data couldn't sustain an upward move in North American bond
yields.

This report is issued and approved for distribution by (a) in Canada, CIBC World Markets Inc., a member of the Investment Industry Regulatory Organization of Canada, the Toronto
Stock Exchange, the TSX Venture Exchange and a Member of the Canadian Investor Protection Fund, (b) in the United Kingdom, CIBC World Markets plc, which is regulated by the
Financial Services Authority, and (c) in Australia, CIBC Australia Limited, a member of the Australian Stock Exchange and regulated by the ASIC (collectively, “CIBC”) and (d) in the
United States either by (i) CIBC World Markets Inc. for distribution only to U.S. Major Institutional Investors (“MII”) (as such term is defined in SEC Rule 15a-6) or (ii) CIBC World Markets
Corp., a member of the Financial Industry Regulatory Authority. U.S. Mils receiving this report from CIBC World Markets Inc. (the Canadian broker-dealer) are required to effect
transactions (other than negotiating their terms) in securities discussed in the report through CIBC World Markets Corp. (the U.S. broker-dealer).

This report is provided, for informational purposes only, to institutional investor and retail clients of CIBC World Markets Inc. in Canada, and does not constitute an offer or solicitation to
buy or sell any securities discussed herein in any jurisdiction where such offer or solicitation would be prohibited. This document and any of the products and information contained herein
are not intended for the use of private investors in the United Kingdom. Such investors will not be able to enter into agreements or purchase products mentioned herein from CIBC World
Markets plc. The comments and views expressed in this document are meant for the general interests of wholesale clients of CIBC Australia Limited.

This report does not take into account the investment objectives, financial situation or specific needs of any particular client of CIBC. Before making an investment decision on the basis
of any information contained in this report, the recipient should consider whether such information is appropriate given the recipient’s particular investment needs, objectives and financial
circumstances. CIBC suggests that, prior to acting on any information contained herein, you contact one of our client advisers in your jurisdiction to discuss your particular circumstances.
Since the levels and bases of taxation can change, any reference in this report to the impact of taxation should not be construed as offering tax advice; as with any transaction having
potential tax implications, clients should consult with their own tax advisors. Past performance is not a guarantee of future results.

The information and any statistical data contained herein were obtained from sources that we believe to be reliable, but we do not represent that they are accurate or complete, and they
should not be relied upon as such. All estimates and opinions expressed herein constitute judgments as of the date of this report and are subject to change without notice.

This report may provide addresses of, or contain hyperlinks to, Internet web sites. CIBC has not reviewed the linked Internet web site of any third party and takes no responsibility for the
contents thereof. Each such address or hyperlink is provided solely for the recipient's convenience and information, and the content of linked third-party web sites is not in any way
incorporated into this document. Recipients who choose to access such third-party web sites or follow such hyperlinks do so at their own risk.

© 2022 CIBC World Markets Inc. All rights reserved. Unauthorized use, distribution, duplication or disclosure without the prior written permission of CIBC World Markets Inc. is prohibited
by law and may result in prosecution.

The CIBC logo and “CIBC Capital Markets” are trademarks of CIBC, used under license.
CIBC Capital Markets — PO Box 500, 161 Bay Street, Brookfield Place, Toronto, Canada M5J 2S8 — Bloomberg @ CIBC



	Economic Flash!
	Canadian CPI (Oct): Only a hint of good news buried in the inflationary ruins
	Implications & actions






Accessibility Report





		Filename: 

		cpic.pdf









		Report created by: 

		



		Organization: 

		







[Enter personal and organization information through the Preferences > Identity dialog.]



Summary



The checker found no problems in this document.





		Needs manual check: 0



		Passed manually: 2



		Failed manually: 0



		Skipped: 1



		Passed: 29



		Failed: 0







Detailed Report





		Document





		Rule Name		Status		Description



		Accessibility permission flag		Passed		Accessibility permission flag must be set



		Image-only PDF		Passed		Document is not image-only PDF



		Tagged PDF		Passed		Document is tagged PDF



		Logical Reading Order		Passed manually		Document structure provides a logical reading order



		Primary language		Passed		Text language is specified



		Title		Passed		Document title is showing in title bar



		Bookmarks		Passed		Bookmarks are present in large documents



		Color contrast		Passed manually		Document has appropriate color contrast



		Page Content





		Rule Name		Status		Description



		Tagged content		Passed		All page content is tagged



		Tagged annotations		Passed		All annotations are tagged



		Tab order		Passed		Tab order is consistent with structure order



		Character encoding		Passed		Reliable character encoding is provided



		Tagged multimedia		Passed		All multimedia objects are tagged



		Screen flicker		Passed		Page will not cause screen flicker



		Scripts		Passed		No inaccessible scripts



		Timed responses		Passed		Page does not require timed responses



		Navigation links		Passed		Navigation links are not repetitive



		Forms





		Rule Name		Status		Description



		Tagged form fields		Passed		All form fields are tagged



		Field descriptions		Passed		All form fields have description



		Alternate Text





		Rule Name		Status		Description



		Figures alternate text		Passed		Figures require alternate text



		Nested alternate text		Passed		Alternate text that will never be read



		Associated with content		Passed		Alternate text must be associated with some content



		Hides annotation		Passed		Alternate text should not hide annotation



		Other elements alternate text		Passed		Other elements that require alternate text



		Tables





		Rule Name		Status		Description



		Rows		Passed		TR must be a child of Table, THead, TBody, or TFoot



		TH and TD		Passed		TH and TD must be children of TR



		Headers		Passed		Tables should have headers



		Regularity		Passed		Tables must contain the same number of columns in each row and rows in each column



		Summary		Skipped		Tables must have a summary



		Lists





		Rule Name		Status		Description



		List items		Passed		LI must be a child of L



		Lbl and LBody		Passed		Lbl and LBody must be children of LI



		Headings





		Rule Name		Status		Description



		Appropriate nesting		Passed		Appropriate nesting










Back to Top

