
 

Cdn. Consumer Price 
Index (January) 

The information, opinions, estimates, projections and other materials contained herein are provided as of the date hereof and are subject to change without notice. Some of the information, opinions, estimates, projections and other materials contained herein have been obtained from numerous sources and Bank of Montreal (“BMO”) and its 
affiliates make every effort to ensure that the contents thereof have been compiled or derived from sources believed to be reliable and to contain information and opinions which are accurate and complete. However, neither BMO nor its affiliates have independently verified or make any representation or warranty, express or implied, in 
respect thereof, take no responsibility for any errors and omissions which may be contained herein or accept any liability whatsoever for any loss arising from any use of or reliance on the information, opinions, estimates, projections and other materials contained herein whether relied upon by the recipient or user or any other third party 
(including, without limitation, any customer of the recipient or user). Information may be available to BMO and/or its affiliates that is not reflected herein. The information, opinions, estimates, projections and other materials contained herein are not to be construed as an offer to sell, a solicitation for or an offer to buy, any products or 
services referenced herein (including, without limitation, any commodities, securities or other financial instruments), nor shall such information, opinions, estimates, projections and other materials be considered as investment advice or as a recommendation to enter into any transaction. Additional information is available by contacting 
BMO or its relevant affiliate directly. BMO and/or its affiliates may make a market or deal as principal in the products (including, without limitation, any commodities, securities or other financial instruments) referenced herein. BMO, its affiliates, and/or their respective shareholders, directors, officers and/or employees may from time to 
time have long or short positions in any such products (including, without limitation, commodities, securities or other financial instruments). BMO Nesbitt Burns Inc. and/or BMO Capital Markets Corp., subsidiaries of BMO, may act as financial advisor and/or underwriter for certain of the corporations mentioned herein and may receive 
remuneration for same. “BMO Capital Markets” is a trade name used by the Bank of Montreal Investment Banking Group, which includes the wholesale/institutional arms of Bank of Montreal, BMO Nesbitt Burns Inc., BMO Nesbitt Burns Ltée/Ltd., BMO Capital Markets Corp. and Harris N.A., and BMO Capital Markets Limited. TO U.S. 
RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein 
should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.  TO U.K. RESIDENTS: The contents hereof are not directed at investors located in the U.K., other than persons described in Part VI of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001.  
™ - “BMO (M-bar roundel symbol) Capital Markets” and “BMO (M-bar roundel symbol) Nesbitt Burns” are trade-marks of Bank of Montreal, used under licence. © Copyright Bank of Montreal. Harris™ is a trade name used by Harris N.A. and its affiliates. Member FDIC. 

February 18, 2011—7:00 am 

Canadian Inflation Feeling Bloated  
Sal Guatieri, Senior Economist — 416-359-5295 

Pumped by rising gasoline and food costs, and higher sales taxes in Quebec, Canadian consumer prices 
rose 0.3% in January (0.3% s.a.), though the yearly rate eased slightly to 2.3%. Stripping out indirect tax 
effects (mainly the Ontario/B.C. HST), headline inflation is only about 1.5%. Gasoline prices rose 3.5% 
in the month, and are up 13% in the past year (similar to the U.S. increase of 13.4%). Food prices are on 
the rise amid escalating agriculture costs, up 0.5% s.a., though the yearly rate remains in check at 2.1%. 
The core CPI was unchanged in January, taking the yearly rate down a notch to 1.4%--right in line with 
the Bank of Canada’s Q1 estimate. Clothing prices continue to trend down, restrained by the strong 
Canadian dollar. Rents remained subdued in the month. Some upward pressure emerged from firmer 
costs of household operations and autos. Core prices rose 0.1% s.a., but the 3-month annualized trend 
is just 1.0%. Expect the core rate to edge down further in February given the easy comparison to last 
February’s Olympic-sized hike in B.C. hotel rates.  

 

(month/month % change) (3-mo. % (12-mo. % chng)
Jan Dec Nov chng : a.r.) Jan Dec

All Items * 0.3     0.3     0.2     3.4     2.3     2.4     
All Items (n.s.a.) 0.3     0.0     0.1     
Ex. Food & Energy * 0.2     0.1     0.0     1.1     1.6     1.6     
Core 0.0     -0.3     0.0     -1.0     1.4     1.5     

Food * 0.5     0.5     -0.2     2.9     2.1     1.7     
Energy 1.4     1.9     0.6     16.6     9.0     10.5     
Services 0.1     -0.1     0.1     0.3     2.6     2.5     

Shelter * -0.1     0.2     -0.2     -0.3     2.2     2.7     
Alcohol & Tobacco * 0.4     0.0     0.1     2.1     3.1     2.6     
Clothing & Footwear * -1.1     0.7     -1.3     -6.8     -2.4     -2.0     
Gasoline 3.5     2.3     1.7     34.9     13.0     13.0     
Mort. Interest Payments -0.3     -0.4     -0.2     -3.2     -2.4     -2.5     

* seasonally adjusted  

The Bottom Line: Underlying inflation remains dormant in Canada owing to some slack in the 
economy and the strong Canadian dollar. The core rate is below last year’s average of 1.7% and the 
Bank of Canada’s 2.0% target. That should buy the Bank some time to remain on the sidelines a little 
longer as it assesses the global economic situation, and we still expect no rate increase until July.  


