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Many Canadians have spent a lot more time and money at home during the COVID-19 pandemic and a lot less on
travel and other items. Statistics Canada has adapted to these changes in spending habits by developing the
adjusted price index in partnership with the Bank of Canada. The adjusted price index takes into account these
sudden shifts in spending patterns when weighting the components which make up the Consumer Price Index
(CPI).

The analytical paper "Consumer expenditures during COVID-19: An exploratory analysis of the effects of changing
consumption patterns on consumer price indexes," released July 13, provides detailed information on the data and
methods used to calculate the adjusted price index series, as well as adjusted weights reflecting consumer
spending during the months of March, April and May 2020. The data table Monthly adjusted price index, provisional
includes data for June, July and August 2020 as well as revised data for March, April and May. The data table for
the Monthly adjusted consumer expenditure basket weights includes data for May, June and July 2020, as well as
revised data for February, March and April.

Consumer price inflation during the pandemic

The COVID-19 pandemic led to economic disruptions that affected financial and labour markets across the globe.
Very quickly, Canadians were spending differently as they adapted to staying home, travelling less and buying more
of certain items and fewer of others. Some businesses reopened over the summer as lockdown measures were
eased, starting with the most essential services. By the end of August, many businesses had resumed operations
and although some consumer spending patterns began returning to pre-pandemic form, many remained altered.

Shifts in household purchasing patterns have implications for the basket weights used to measure consumer price
inflation. A fixed-basket price index, such as the official CPI, can only reflect such changes when basket weights are
updated.

Statistics Canada is working with the Bank of Canada and has leveraged their aggregate spending data,
representing the majority of consumer goods and services. These data reflect the new consumption patterns during
the pandemic and were used to derive the monthly adjusted consumer expenditure basket weights used to
calculate the adjusted price index. This adjusted series provides an alternative estimate of consumer price inflation
during the pandemic.

Canadians direct more of their spending to household operations, furnishings and
equipment, and less to recreation, education and reading

In July, the monthly adjusted consumer expenditure basket weights were more closely aligned with the 2017 basket
weights for the official CPI compared with any month since the initial peak in April of the COVID-19 pandemic, as
economic activity resumed in many sectors. However, despite a return to near pre-pandemic expenditure patterns
for some components, others remained different. The adjusted weight for the recreation, education and reading
component remained low in July relative to the official CPI basket weight due to a lower share of expenditures
directed to travel services, as the US-Canada border remained closed and restrictions discouraged domestic travel.

The adjusted basket weight for the household operations, furnishings and equipment component remained elevated
in July as Canadians dedicated a larger proportion of spending to financial services and other household services,
among other items.

https://www150.statcan.gc.ca/en/catalogue/62F0014M2020010
https://www150.statcan.gc.ca/n1/en/type/data?text=18100263
https://www150.statcan.gc.ca/n1/en/type/data?text=18100264


The Daily, Thursday, October 8, 2020

Component of Statistics Canada catalogue no. 11-001-X2

Infographic 1 –  Basket weights of major components in the official Consumer Price Index and the
adjusted price index, Canada, February to July 2020
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Chart 1
Largest differences between official 2017 Consumer Price Index (CPI) basket weights and
adjusted consumer expenditure basket weights among select product categories, July 2020
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Source(s): Consumer Prices program.

Adjusted price index higher than official CPI in July and August

Although the gap between the adjusted price index and the official CPI narrowed in June as the large monthly
increase in air transportation prices took on less importance in the adjusted price index, the adjusted price index
was higher than the official CPI in July and August. In both July and August, the adjusted price index rose 0.4% on
a year-over-year basis, while the official CPI rose 0.1%.
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Chart 2
Official Consumer Price Index (CPI) and adjusted price index, Canada, February to August 2020
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Source(s): Consumer Prices program.

In August, the air transportation index was the largest contributor to the difference between the one-month changes
in the two indexes. While many flights remained cancelled or suspended as a result of the pandemic, airlines
offered various incentives such as reduced fees, discounts and promotions throughout July and August to
encourage a return to travel. The month-over-month price declines in these two months took on less importance in
the adjusted price index as demand for air travel remained low. On average, Canadians shifted their expenditures
from air transportation and travel tours to household operations, furnishings and equipment and increased their
spending on financial services and other household services. According to some sources, spending on household
items has increased compared with the same time last year.

The purchase of passenger vehicles index also posted month-over-month price declines in July and August, which
took on less importance in the adjusted price index with Canadians buying fewer passenger vehicles throughout the
pandemic compared with the same months in previous years. As a result, dealers offered higher rebates than those
observed in recent years, causing monthly price declines.

Month-over-month price declines for meat in July and August took on more importance in the adjusted price index
as consumers directed a larger proportion of spending towards meat, moderating the difference between the
adjusted price index and the official CPI. Meat prices declined as a result of falling beef and pork prices—mostly
due to increasing production following the plant closures caused by COVID-19 outbreaks.

The change in annual average CPI, which is used by most programs employing the CPI for indexation purposes,
measures the change in the annual average of the CPI between 12-month periods. The change in annual average
for the 12-month period ending in August 2020, compared with the 12-month period ending in August 2019,
was 1.2% for the adjusted price index and 1.1% for the official CPI.

https://royal-bank-of-canada-2124.docs.contently.com/v/covid-consumer-spending-tracker-report-4
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=2010000101
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Ongoing work

The adjusted price index provides insight into how consumer price indexes can be affected by sudden, extreme
shifts in purchasing patterns, and the specific impact of COVID-19 on the Canadian CPI. The continuation of this
work relies on regular access to timely, reliable expenditure information at the required level of detail. This
information will allow Statistics Canada to monitor how consumer spending patterns evolve during the pandemic;
help inform the methods, sources and frequency of future CPI basket updates; and facilitate other research around
measures of inflation for different groups, as well as on household types and geographies.
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Methodology
How are the monthly adjusted consumer expenditure basket weights for the adjusted price index
calculated?

Monthly adjusted consumer expenditure basket weights were derived using the Consumer Price Index
(CPI) 2017 basket weights as a benchmark in combination with various data sources and methods from
December 2018 to July 2020. Whereas the original study relied on price-updated weights, the current study
combined data from different sources and periods to adjust 2017 basket weights for the December 2018 to
July 2020 period to calculate adjusted price indexes.

For the period December 2018 to December 2019, growth rates from quarterly, seasonally adjusted Household
Final Consumption Expenditures (HFCE) were used to escalate 2017 basket weights for CPI product
categories. The HFCE product categories were mapped to the CPI product categories using the closest class
when a perfect match was not available. In cases where HFCE data were at a level higher than the CPI
product category, or where no reasonable HFCE proxy was available, other data sources were used to
estimate monthly spending on the CPI category. Among these were:

Table 17-10-0009-01 Population estimates, quarterly

Table 18-10-0205-01 New housing price index, monthly

Table 20-10-0001-01 New Motor Vehicle Sales

Table 20-10-0008-02 Retail trade sales by industry

Table 21-10-0019-01 Monthly survey of food services and drinking places

Table 25-10-0059-01 Canadian monthly natural gas distribution, Canada and provinces

Labour Force Survey program data

Transaction data from large retailers

Internal-use aggregated residential mortgage data from the Report on New and Existing Lending (A4) collected
by the Office of the Superintendent of Financial Institutions

In some cases, more advanced methods were used to combine statistics on period-to-period quantity changes
with period-to-period price changes.

For the period from January 2020 to July 2020, year-over-year growth rates from aggregated expenditure
information was used to escalate January 2019 to December 2019 monthly adjusted basket weights by
product. In cases where aggregated expenditure data were at a level higher than the CPI product class, or
where no aggregated expenditure data were available, other data sources were used to estimate monthly
spending, as above.

Index calculation

The methodology for calculating the index is unchanged.

The official CPI is calculated using a Laspeyres-type formula, the Lowe index, which is consistent with the fixed
basket concept. The Lowe formula expresses the change in the cost between period 0 and period t of buying a
fixed basket of basket reference period b, by aggregating the prices of elementary products in the basket using
quantities consumed from the basket reference period b as weights which are then used to estimate quantities
of goods and services consumed for upper-level index aggregation.

https://www150.statcan.gc.ca/n1/en/catalogue/62F0014M2019001
https://www150.statcan.gc.ca/n1/en/catalogue/62F0014M2020010
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610012401
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1710000901
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1810020501
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=2010000101
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=2010000802
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=2110001901
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=2510005901
https://www23.statcan.gc.ca/imdb/p2SV.pl?Function=getSurvey&SDDS=3701
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The adjusted price index is a monthly chained Laspeyres index produced using the same geographic and
product aggregation structure as the official CPI and using weights derived from the adjustment process
described above. The index was calculated using price changes for March through August which are chained
together starting in February 2020.

The Personal Inflation Calculator—Coming Soon!
This interactive tool will allow users to calculate a personal inflation time-series. By entering dollar amounts into
expense categories, users will create their own unique basket weights! These weights will be combined with
official CPI price movements to produce a personalized inflation trend that can be compared to the official
measure of inflation.

Note to readers

This work is an extension of the paper "Consumer expenditures during COVID-19: An exploratory analysis of the effects of changing
consumption patterns on consumer price indexes." Using various sources of expenditure data, Statistics Canada, in partnership with the
Bank of Canada, estimated adjusted consumer expenditure basket weights, reflecting shifts in consumption patterns during the
COVID-19 pandemic.

The adjusted price index is experimental and should not be used instead of the official measure of consumer price inflation, the
Consumer Price Index (CPI). The official CPI is based on a fixed basket which aligns with international best practices. It should be noted
that there is no clear indication yet of whether there will be a long-term impact of COVID-19 on consumer expenditure patterns or whether
this impact will be transitory in nature. Frequent updates to the CPI basket of goods and services to account for consumption changes in
the absence of a robust and detailed source of expenditure data would compromise the accuracy of the index values.

Timely and reliable access to detailed consumer expenditure information is needed in order to consider a change to the current method of
updating CPI basket weights. Currently, there are no statistically robust data to inform monthly updates to the basket weights for all CPI
product categories or at geographies below the national level.

Additionally, the CPI is currently built on an annual set of basket weights that are price updated each month. If the CPI were instead built
on monthly expenditures, spending patterns for goods and services which are highly seasonal, such as summer clothing or ski
equipment, would result in a CPI with significant seasonal variation in weights.

Index levels for the adjusted price index are available from March 2020 to August 2020. Year-over-year changes in the adjusted price
index are calculated using base period index levels from the official CPI.

https://www150.statcan.gc.ca/en/catalogue/62F0014M2020010
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Table 1
Adjusted consumer expenditure basket weights for the months of February to July 2020
  Official CPI

basket
weights

Adjusted consumer expenditure basket weights

December
2018 (basket

link month)

February
2020

March
2020

April
2020

May
2020

June
2020

July
2020

    %

Food 16.48 16.59 20.26 20.38 19.22 17.90 17.90
Shelter 27.36 26.81 30.07 35.44 30.61 29.26 28.09
Household operations, furnishings and

equipment 12.80 13.27 13.93 15.17 16.56 15.53 15.31
Clothing and footwear 5.17 5.14 3.26 2.16 3.38 4.77 5.15
Transportation 19.95 19.83 15.42 12.04 14.50 16.49 16.91
Health and personal care 4.79 5.03 5.70 4.92 5.05 5.32 5.43
Recreation, education and reading 10.24 10.41 7.85 5.89 6.84 7.34 7.76
Alcoholic beverages, tobacco products and

recreational cannabis 3.21 2.91 3.50 3.99 3.84 3.39 3.45

Source(s): Consumer Prices program.
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Table 2
1-month and 12-month change in the official CPI and the adjusted price index
  1-month change 12-month change

Official CPI Adjusted price index Official CPI Adjusted price index

    %

March 2020 -0.6 -0.6 0.9 0.9
April 2020 -0.7 -0.4 -0.2 0.0
May 2020 0.3 0.3 -0.4 -0.1
June 2020 0.8 0.7 0.7 0.7
July 2020 0.0 0.1 0.1 0.4
August 2020 -0.1 -0.1 0.1 0.4

Source(s): Consumer Prices program.

Available tables: 18-10-0263-01 and 18-10-0264-01.

Definitions, data sources and methods: survey number 2301.

The Monthly adjusted price index, provisional and the Monthly adjusted consumer expenditure basket weights
data tables are now available with updated data.

The analytical paper "Consumer expenditures during COVID-19: An exploratory analysis of the effects of
changing consumption patterns on consumer price indexes" is available as part of the Prices Analytical Series
(62F0014M).

For more information, or to enquire about the concepts, methods or data quality of this release, contact us
(toll-free 1-800-263-1136; 514-283-8300; STATCAN.infostats-infostats.STATCAN@canada.ca) or Media
Relations (613-951-4636; STATCAN.mediahotline-ligneinfomedias.STATCAN@canada.ca).

https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1810026301
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1810026401
http://www23.statcan.gc.ca/imdb/p2SV.pl?Function=getSurvey&SDDS=2301
https://www150.statcan.gc.ca/n1/en/type/data?text=18100264
https://www150.statcan.gc.ca/n1/en/type/data?text=18100263
https://www150.statcan.gc.ca/en/catalogue/62F0014M2020010
https://www150.statcan.gc.ca/en/catalogue/62F0014M
mailto:STATCAN.infostats-infostats.STATCAN@canada.ca
mailto:STATCAN.mediahotline-ligneinfomedias.STATCAN@canada.ca

