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Canada – CPI and Interest Rates
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RECENT RATE HIERARCHIES HAVE BEEN UPENDED  

Bonds

Overnight Rate

CPI

BoC Inflation Targeting

Bonds

CPI

Overnight Rate

Overnight Rate

Bonds

CPI

CPI

Bonds

Overnight Rate

Source: Statistics Canada, Bank of Canada; CPI is not seasonally adj. 
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FOOD AND SHELTER INFLATION PERSISTENTLY HIGH, OTHER 

COMPONENTS HAVE NORMALIZED
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Canada CPI Compared to Annualized Property NOI Growth

Retail - All Office- Industrial Residential 12 Month Rolling CPI

Source: Statistics Canada, MSCI Canada Direct Property Index - Same Store Assets 

REAL ESTATE INCOMES FOLLOWING TRAJECTORY AND 

MAGNITUDE OF INFLATION
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HEDGING ATTRIBUTES OF PRIVATE REAL ESTATE CONFIRMED: 

LEVEL AND DIRECTION OF CPI IMPORTANT
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Cumulative CPI vs. Cumulative NOI Growth of MSCI Canada Direct Property Index 
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BOND YIELDS INDICATE CAPACITY FOR CAP RATE MOVEMENT, 

BUT IMPACT ON PRICING VARIES 
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CBRE Cap Rate/Bond Yield Change for Assets in Major 
Canadian Markets

12 Month Change in Cap Rate

12 Month Change in 10yr. GoC Bond Yield

12 Month Change in 10yr. GoC Bond Yield - 4 Year Rolling Average
R² = 0.2481
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Tighter Spreads = Less Capital Growth, But the Change is Varied Longer-term Changes in Bonds More Indicative of Cap Rate Changes
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INCOME REMAINS A CRITICAL DETERMINANT FOR REAL ESTATE 

PRICING, PERFORMANCE AND RESILIENCE

R² = 0.1843
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NOI growth: Strong driver of asset values and total returnsCap Rates: Low correlation to asset values and total returns

Dot=individual market and asset class e.g. “Vancouver office” (Coverage: Vancouver, Calgary, 

Edmonton, Toronto, Montreal, Ottawa; Office, Industrial, MF, Retail). Source: MSCI-PI 

Property Index).
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Implied Annualized Index Price Change:
MSCI-PI Actual vs. Implied REIT 'Beta' (6-Month Lag)

MSCI-PI Index TSX Capped REIT with 0.35 Beta and 6 month lag
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PRIVATE REAL ESTATE LAGS PUBLIC MARKETS BY SIX MONTHS 

ON AVERAGE, AND WITH MUCH LESS VOLATILITY

A 0.30-0.50 ‘Beta’ and a 6-Month Lag 

applied to the TSX Capped REIT index 

matches MSCI-PI Price Changes Well.
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Implied Annualized Index Price Change: 
Public vs. Private Real Estate

TSX Capped REIT MSCI-PI Index

Data source: MSCI, S&P
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