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May Canadian inflation highest since 1983

. Headline CPI rose to 7.7% year-over-year upon accelerations across all major categories
. Excluding food and energy products, prices growth rose to 5.2%
. Broadening inflation pressures will keep the BoC on aggressive hiking path

The 7.7% headline year-over-year CPI growth rate was above ours and consensus expectations of a 7.4% increase,
and the highest print in almost 4 decades. Growth in food prices held flat from April at an elevated 8.8% but prices for
gasoline again surged higher, to 48% above last year on a 9.5% (seasonally adjusted) increase just over April to May. By
our count, these products along with other goods including furniture that are subject to turbulence in global commodity
markets and supply chain constraints have been driving around half of Canadian inflation. Excluding food and energy
products, core CPI growth ticked higher to 5.2% in May despite a slowdown in home-purchasing related expenses
following rapidly cooling resale activities. Offsetting that weakness were broadly-based price accelerations in home
operations and furnishings, clothing and footwear as well as travel services

Needless to say, inflation pressures continue to broaden out. By our count, over 60% of the CPI basket was seeing
price growth at a faster rate than the 3% top range of the Bank of Canada’s inflation target versus pre-pandemic (3-year
ago levels) in May. The share was less than half of that in 2019. There have been early signs of easing supply chain
constraints, as ocean transport time narrows and container shipping costs have ticked lower in recent months. Central
banks globally have been, and are expected to continue to, reign in monetary support faster to tame overheating
consumer demand and ease inflation momentum. The Bank of Canada in its June policy statement fully expected inflation
to rise higher in the near-term. However today’s reading combined with a surprise 75bp hike from the U.S. Fed earlier this
month has raised the odds of a similar 75bp hike from the BoC in July.

Inflation pressures in Canada are still broadening out
Jan-22 Feb-22 Mar-22 Apr-22 Ma}g-22 % share of CPI basket by 3-year annualized price growth
m/m % change 100%
All Items CPI 0.9 1.0 1.4 0.6 1.4
Food 1.4 1.3 0.9 0.9 0.8
Energy 3.1 4.7 7.5 0.6 8.5 55
All items ex-food & energy 0.6 0.6 0.9 0.6 0.9
y/y % change 50%
All Items CPI 5.1 5.7 6.7 6.8 7.7 '
Food 5.7 6.7 7.7 8.8 8.8
Energy 23.1 241 27.8 26.4 34.8 255
All items ex-food & energy 3.5 3.9 4.6 4.6 5.2
BoC 'Core’ Measures
CPI-Trim 4.1 4.4 4.8 5.2 5.4 0% . . . . ps Y .
CPI-Median 3.6 3.8 4.2 4.6 4.9 H R N I N P 4 W~ A T A R
CPI-Common 2.9 3.1 3.3 3.5 3.9 S T

wabove 3% m1% - 3% m less than 1%
Source: Statistics Canada, RBC Economics

Source: StatCan, RBC Economics

Claire Fan | Economist, RBC Economics | Royal Bank of Canada | T. (416) 974-3639
For more economic research, visit our website at www.rbc.com/economics

The material contained in this report is the property of Royal Bank of Canada and may not be reproduced in any way, in whole or in part, without express authorization of the copyright holder in writing. The statements and
statistics contained herein have been prepared by RBC Economics Research based on information from sources considered to be reliable. We make no representation or warranty, express or implied, as to its accuracy or
completeness. This publication is for the information of investors and business persons and does not constitute an offer to sell or a solicitation to buy securities.

®Registered trademark of Royal Bank of Canada.
©Royal Bank of Canada.



http://www.rbc.com/economics/

