
Canada’s retail‑sales performance in 2024–25 
was driven by inflation rather than by genuine 
consumer demand. 
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What the Consumer Price Index (CPI) Covers In Canada, the CPI measures how prices 
change over time for a fixed “basket” of goods and services that households typically buy. 

CPI is designed to measure consumer cost of living, not wealth, investment returns, or 
business costs. Including these would distort the index away from household consumption 
patterns.

What CPI Does Not Cover (Canada)

• Non‑consumer or business-related items
Inputs used by businesses (raw materials, wholesale goods, industrial equipment).
Mortgage principal payments (only the mortgage interest cost is included).



Business cost index
Is CPI a good proxy?

 Costs where CPI is a good proxy

• Energy & Transportation
• Rent‑like or occupancy costs
• Insurance‑like costs
• Food & hospitality inputs
• Office‑adjacent goods (Office Products sold to businesses)

Costs where CPI is a poor proxy

These require other indices (PPI, raw materials indices, wage trackers):
• Wages 
• Wholesale inputs (CPI is consumer‑only)
• Capital equipment (machinery, tools, industrial gear)
• Construction materials

Good

Not So 

Good



• The Consumer Price Index (CPI) rose 2.3% on a year-over-year basis in 
January, following a 2.4% increase in December.

• GST/HST break in January 2025 continued to put upward pressure on the year-over-year 
all-items increase in January 2026. 

• Excluding food and energy, the CPI rose 2.4% year over year in January, following a 
2.5% increase in December.

Caution



1. If consumers are spending more money on Food & Shelter, they are spending less 
on more discretionary products.

2. Will lowering consumer prices on other products increase sales?
• Some less discretionary products may be avoided regardless of the price.
• Lower prices and small pack sizes will stimulate sales on some discretionary 

products.
• Depends on the product, price point & availability of product substitution.

3. As CPI comes down and incomes increases which products will be first to see 
increase sales?

Consumer Sentiment



US TARIFFS  
The U.S. tariffs (steel, aluminum, and a range of 
retaliatory goods) barely moved headline Canadian 
CPI. Tariffed goods made up less than 1% of the CPI 
basket but where tariffs did hit, they hit hard.

FOREIGN EXCHANGE RATES: CAD-USD
 The Bank of Canada notes that this effect is real but not overwhelming. 
Research also shows that exchange-rate changes often have a weaker 
effect on consumer prices than people expect.

Product Substitution typically overstates cost‑of‑living increases because 
calculations in the short term assumes consumers buy the same items rather than 
switching to cheaper alternatives. 
Estimated substitution bias in Canada is about 0.25–0.30 percentage points 
per year. 

DOMESTIC COSTS The Bank of Canada repeatedly highlights domestic 
costs as the core challenge. Cost‑push inflation. When Canadian 
businesses face higher wages, utilities, and operating costs, they pass 
some of it to consumers. Pass-through is partial but persistent



Domestic Costs
Indirect Costs

The Bank of Canada repeatedly highlights 
domestic costs as the core challenge. 

• Year over year, average weekly earnings were up 2.5% in 
November. Construction: 3.9%, Manufacturing 2.9%, 
Transportation and Warehousing: 3.2%  2024?

• Courier and messenger price index 

• Freight Rail Services price index

• For-hire motor carrier freight services price index

• Commercial Rent services price index

?
?



Tariffs, Foreign Exchange

1. Businesses absorb some increases.

2. Firms adjust prices slowly.

3. Many consumer purchases are non‑traded goods.(Averaging)

4. Companies “price to market,” absorbing some changes.

5. Consumers substitute toward cheaper alternatives when prices move. 

Domestic Costs

• Wages adjust slowly. (collective bargaining/ demand) 

• Shelter costs are structurally high (mortgage interest, rents,  construction costs)

• Insurance and utilities are regulated and trend upward

• Services inflation is sticky because it depends on labour markets, not global prices



Monthly Business Report: August 2025    pg.8

“Multi-Factor Cost Pressures: Even if one component spikes, other costs usually quietly rise 
too. It’s not because of greed, but because the combined value of the delivered 
product far exceeds the cost.” (Indirect Costs)

“Costs can be influenced by oil and diesel prices, labour rates, or a combination of other 
variables. But when prices go up or down, can we truly isolate one input as the sole driver? It is 
rarely that simple!” 

“Breaking Point Dynamics: Eventually, one cost spike—say, a sudden jump in fuel or wage 
demands—becomes the proverbial straw that breaks the camel’s back. At that point, a 
price increase isn’t just strategic; it’s necessary for survival. “



Starting 
Margin
12%

• Starting margin: 12.0%
• Revenue softness: –1.25 pts
• Direct cost inflation: –0.75 pts
• Indirect cost inflation: –2.75 pts
• Labour cost pressure: –1.50 pts
• Financing costs: –0.75 pts
• Ending margin: ~5.0%

Margins Estimates 







• Retailers face volume stagnation.

• Growth is coming from price, not units.

• Margin pressure rises as prices creep up and consumers resist further price increases.

• Slower turnover and more price‑sensitive consumers require tighter SKU management.

• Promotional intensity will remain elevated as retailers chase volume.

• The recovery will be slow

Outlook



Contacts:

Sam Moncada: smoncada@centerforconsumerproducts.com
  

Resource Library 

Michael Jorgenson: mjorgenson@centerforconsumerproducts.com

Bob Smith: rsmith@centerforconsumerproducts.com chpta.ca

Questions, comments
Want a copy of the presentation or report.

Center for Consumer 
Products

https://www.centerforconsumerproducts.com/resources-center-for-consumer-products/member-resources-library/
https://chpta.ca/resource-library/
mailto:rsmith@chpta.ca

