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Canada: There’s nothing ʺcommonʺ about these inflation revisions
Latest data suggests common-core inflation rose above 2% eight months earlier than first estimated
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2% crossed 8 months earlier
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Revisions to CPI-common going all the way back to the 1990s
CPI-common, March 2021 vs June 2022 releases
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The 2022 price surge has led to significant revisions to the FPC…
First principal component (FPC) of price variation of the 55 CPI components from March 2021 to June 2022
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https://www.bankofcanada.ca/wp-content/uploads/2013/10/wp2013-35.pdf
https://www.bankofcanada.ca/wp-content/uploads/2013/10/wp2013-35.pdf
https://www.statcan.gc.ca/en/statistical-programs/document/2301_D64_T9_V2
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… but we need to look elsewhere to explain historical revisions 
First principal component of price variation of the 55 CPI components in March 2021 and June 2022
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The regression coefficient has reacted to the surge in inflation
Rolling beta of : CPI excl. taxes (y/y %) = C + beta*(first principal component)

Beta

NBF Economics and Strategy (data via NBF, Statistics Canada)
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CPI-common estimations are highly sensitive to outliers 
Relation between inflation excl. taxes and first principal component, 1990 to 2021M03 and 1990 to 2022M06

First principal component (independent variable)

NBF Economics and Strategy (data via NBF, Statistics Canada)

Inflation excl taxes (dependant variable)  (%)
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CPI-common estimations have been sensitive to new data
CPI-common estimated until June 2022 using regressions generated in March 2021 and in June 2022
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Summary of evaluation of trend-inflation measures

Bank of Canada, “A Comprehensive Evaluation of Measures of Core Inflation in Canada: An Update,” September 2019 
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CPI common is the least correlated with other core inflation measures
Average intra-correlations with the other five measures of core inflation from 1990 to June 2022
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https://www.bankofcanada.ca/wp-content/uploads/2019/09/sdp2019-9.pdf
https://www.bankofcanada.ca/wp-content/uploads/2019/09/sdp2019-9.pdf
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