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Will Canadians make Trudeau pay for red-hot inflation? 
By Taylor Schleich/Warren Lovely

When was the last time inflation was a ballot box issue? It’s been a while. But prices have been radiating a lot more heat in 2021, consumer 
price inflation (headline and underlying) running hot in Canada and elsewhere. Central bankers may call it transitory and inflation doves aren’t 
wholly extinct, but to us, above-trend inflation has taken root. The average voter may not be debating the merits and perils of today’s monetary 
policy stance, but Canadians increasingly sense pricing pressure. If you were to ask our incumbent prime minister where he’d like to see inflation, 
he’d likely answer ‘nowhere close to 4.1%’, particularly in the days leading up to a federal general election. This begs the question: have 
Canadians tended to vent their frustration over inflation at the ballot box?  

First off, we’d note that this current inflation shock, if not unprecedented, certainly stands out relative to recent memory. Whether you look at 
current inflation readings versus a longer-term trend, versus one year ago or versus the last federal election, this ongoing surge is the largest 
we’ve seen in over 40 years during election cycles. To illustrate, August 2021’s 4.1% reading is four full percentage points north of August last 
year and close to 2%-pts above the 4-year trend. The next most recent inflation shock that occurred in and around an election took place in 
2011 when inflation was 1.5% above trend at 3.3%. Importantly, this relatively more modest increase didn’t hurt the incumbent Conservatives as 
they were able to turn their minority standing into a majority. Overall though, the predominant theme is that outsized inflation shocks often do 
not coincide with the electoral calendar. It follows that the correlation between inflation/relative inflation and success in re-election attempts 
is essentially non-existent. However, extend your horizon a little further and you’ll find a couple of episodes that we can draw comparisons to: 

 Back in the run-up to the 1974 election, inflation was running at 11.5% year-on-year. That was double the reading from when the incumbent 
Liberals were previously re-elected and roughly 5%-pts above the longer-term trend. This was a key election issue, with inflation-cooling 
measures being proposed by parties on the campaign trail. In the lead-up to that election, it looked like price pressures would contribute 
to Pierre Trudeau and the Liberals losing control of parliament, as polls had the Conservatives securing at least a minority win. But a 
campaign stumble/fumble—Robert Stanfield’s butterfingers are now forever entrenched in Canadian election lore—saw the Conservatives 
surrender a polling lead. The incumbent Liberals actually ended up with improved standing in parliament relative to dissolution, dodging 
the inflation bullet. 

 Way back in 1957, inflation was running at 4.3%. A year prior, however, CPI had printed at exactly 0%—a trajectory that’s eerily similar to the 
current environment. The Liberals, in tune with these accelerating price pressures, showed restraint in terms of spending pledges for fear 
of continued inflation. John Diefenbaker and the Conservatives, meanwhile, pushed for higher old age pensions and welfare payments, 
more funds for poorer provinces and aid to farmers, downplaying inflationary concerns. The latter strategy paid off. Unlike in 1974, 
parliament did flip this time. The Liberals, who’d earned a decisive majority in the 1953, had governed for over 20 years and were widely 
predicted to secure a majority again, saw their standing in parliament decimated, shedding 66 seats. Ironically, inflation hawkism may 
have contributed to the Liberal’s demise. 

Two decades-old empirical episodes isn’t much, but it’s what we have to work with. Fast forward to 2021, and unlike more recent votes, inflation 
is increasingly top of mind for Canadians. But as we often caution, every election is a different beast. Trying to find a consistent relationship 
between election results and any economic or financial market variable (inflation or otherwise) is a bit of a fool’s errand. In 2021, the question 
for Canadians may be “how much is JT is to blame for this inflation run-up?”. Undoubtedly, supply chain bottlenecks, oil prices and ultra-loose 
monetary policy are largely out of his control, but Trudeau may have to own some of it, to the extent that generous support to households kept 
workers out of the job market and contributed to a wage-price spiral. Indeed, it’s for voters to decide how much they want to punish the PM 
for his fiscal stimulus that has led to mounting pocketbook pressures. But as we look towards next week’s vote, latest polling indicates Trudeau 
and the Liberals might be able to survive our ongoing inflation scare, just as his father was able to nearly 50 years ago. 

Chart 1: Inflation unprecedented in last 40 years of elections 
Change in Y/Y inflation: Month prior to federal election versus 4-year trend 

 
Source: NBF, StatCan

Chart 2: But there are a couple older historical precedents 
Y/Y inflation less 4-year annualized trend inflation since 1950 vs. elections 

 
Source: NBF, StatCan 
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Table 1: Tracking inflation and election results 
CPI inflation around election days, relative to earlier periods/trends and election results 

 
Source: NBF, StatCan, Simon Fraser University | Note: *Conservative tally includes Reform party. Inflation reading is for month prior to election month. 
 
  

CPI Inflation Relative CPI inflation Election results

Election date At election 
date

At prior 
election

1 year pre-
election

4-year 
annualized 

trend
vs. term start vs 1 year 

prior
vs. 4-year 

trend Winning Party Liberal seats Conservative 
seats

Change in 
incumbent 

seats
10-Aug-53 -1.4 4.3 1.4 3.5 -5.7 -2.8 -4.9 Liberal 171 51 -19
10-Jun-57 4.3 -1.4 0.0 1.4 5.7 4.3 2.9 Conservative 105 112 -66
31-Mar-58 3.4 4.3 3.5 1.9 -0.9 -0.1 1.5 Conservative 49 208 96
18-Jun-62 0.6 3.4 1.3 1.1 -2.8 -0.7 -0.5 Conservative 99 116 -92
8-Apr-63 1.9 0.6 0.0 1.3 1.3 1.9 0.6 Liberal 129 95 -21
8-Nov-65 2.4 1.9 1.9 1.9 0.5 0.5 0.5 Liberal 131 97 2
25-Jun-68 3.3 2.4 3.4 3.2 0.9 -0.1 0.1 Liberal 155 72 24
30-Oct-72 5.7 3.3 3.4 4.1 2.4 2.3 1.6 Liberal 109 107 -46
8-Jul-74 11.5 5.7 7.8 6.5 5.8 3.7 5.0 Liberal 141 95 32

22-May-79 9.8 11.5 8.5 8.7 -1.7 1.3 1.1 Conservative 114 136 -27
18-Feb-80 9.7 9.8 8.5 8.4 -0.1 1.2 1.3 Liberal 147 103 -33
4-Sep-84 3.6 9.7 5.6 8.0 -6.1 -2.0 -4.4 Conservative 40 211 -107
21-Nov-88 4.3 3.6 4.2 4.3 0.7 0.1 0.0 Conservative 83 169 -42
25-Oct-93 1.8 4.3 1.3 3.2 -2.5 0.5 -1.4 Liberal 177 54* -115
2-Jun-97 1.5 1.8 1.5 1.4 -0.3 0.0 0.1 Liberal 155 80* -22

27-Nov-00 2.8 1.5 2.3 1.9 1.3 0.5 0.9 Liberal 172 78* 17
28-Jun-04 2.4 2.8 2.8 2.6 -0.4 -0.4 -0.2 Liberal 135 99 -37
23-Jan-06 2.1 2.4 2.1 2.5 -0.3 0.0 -0.4 Conservative 103 124 -32
14-Oct-08 3.4 2.1 2.5 2.5 1.3 0.9 0.9 Conservative 77 143 19
2-May-11 3.3 3.4 1.8 1.8 -0.1 1.5 1.5 Conservative 34 166 23
19-Oct-15 1.0 3.3 2.0 1.3 -2.3 -1.0 -0.3 Liberal 184 99 -67
21-Oct-19 1.9 1.0 2.2 1.7 0.9 -0.3 0.2 Liberal 157 121 -27
20-Sep-21 4.1 1.9 0.1 2.2 2.2 4.0 1.9 ? ? ? ?
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General 

This Report was prepared by National Bank Financial, Inc. (NBF), (a Canadian investment dealer, member of IIROC), an indirect wholly owned subsidiary of 
National Bank of Canada. National Bank of Canada is a public company listed on the Toronto Stock Exchange.   

The particulars contained herein were obtained from sources which we believe to be reliable but are not guaranteed by us and may be incomplete and may 
be subject to change without notice.  The information is current as of the date of this document.   Neither the author nor NBF assumes any obligation to update 
the information or advise on further developments relating to the topics or securities discussed. The opinions expressed are based upon the author(s) analysis 
and interpretation of these particulars and are not to be construed as a solicitation or offer to buy or sell the securities mentioned herein, and nothing in this 
Report constitutes a representation that any investment strategy or recommendation contained herein is suitable or appropriate to a recipient’s individual 
circumstances.  In all cases, investors should conduct their own investigation and analysis of such information before taking or omitting to take any action in 
relation to securities or markets that are analyzed in this Report. The Report alone is not intended to form the basis for an investment decision, or to replace any 
due diligence or analytical work required by you in making an investment decision. 

This Report is for distribution only under such circumstances as may be permitted by applicable law. This Report is not directed at you if NBF or any affiliate 
distributing this Report is prohibited or restricted by any legislation or regulation in any jurisdiction from making it available to you. You should satisfy yourself 
before reading it that NBF is permitted to provide this Report to you under relevant legislation and regulations.  

National Bank of Canada Financial Markets is a trade name used by National Bank Financial and National Bank of Canada Financial Inc.  

Canadian Residents 

NBF or its affiliates may engage in any trading strategies described herein for their own account or on a discretionary basis on behalf of certain clients and as market 
conditions change, may amend or change investment strategy including full and complete divestment. The trading interests of NBF and its affiliates may also be 
contrary to any opinions expressed in this Report. 

NBF or its affiliates often act as financial advisor, agent or underwriter for certain issuers mentioned herein and may receive remuneration for its services.  As well 
NBF and its affiliates and/or their officers, directors, representatives, associates, may have a position in the securities mentioned herein and may make purchases 
and/or sales of these securities from time to time in the open market or otherwise.  NBF and its affiliates may make a market in securities mentioned in this 
Report.  This Report may not be independent of the proprietary interests of NBF and its affiliates. 

This Report is not considered a research product under Canadian law and regulation, and consequently is not governed by Canadian rules applicable to the 
publication and distribution of research Reports, including relevant restrictions or disclosures required to be included in research Reports.   
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UK Residents 

This Report is a marketing document. This Report has not been prepared in accordance with EU legal requirements designed to promote the independence of 
investment research and it is not subject to any prohibition on dealing ahead of the dissemination of investment research. In respect of the distribution of this 
Report to UK residents, NBF has approved the contents (including, where necessary, for the purposes of Section 21(1) of the Financial Services and Markets Act 
2000). This Report is for information purposes only and does not constitute a personal recommendation, or investment, legal or tax advice.  NBF and/or its 
parent and/or any companies within or affiliates of the National Bank of Canada group and/or any of their directors, officers and employees may have or may 
have had interests or long or short positions in, and may at any time make purchases and/or sales as principal or agent, or may act or may have acted as 
market maker in the relevant investments or related investments discussed in this Report, or may act or have acted as investment and/or commercial banker 
with respect hereto. The value of investments, and the income derived from them, can go down as well as up and you may not get back the amount 
invested.  Past performance is not a guide to future performance.  If an investment is denominated in a foreign currency, rates of exchange may have an adverse 
effect on the value of the investment.  Investments which are illiquid may be difficult to sell or realise; it may also be difficult to obtain reliable information about 
their value or the extent of the risks to which they are exposed.  Certain transactions, including those involving futures, swaps, and other derivatives, give rise to 
substantial risk and are not suitable for all investors. The investments contained in this Report are not available to retail customers and this Report is not for 
distribution to retail clients (within the meaning of the rules of the Financial Conduct Authority).  Persons who are retail clients should not act or rely upon the 
information in this Report. This Report does not constitute or form part of any offer for sale or subscription of or solicitation of any offer to buy or subscribe for 
the securities described herein nor shall it or any part of it form the basis of or be relied on in connection with any contract or commitment whatsoever.  

This information is only for distribution to Eligible Counterparties and Professional Clients in the United Kingdom within the meaning of the rules of the Financial 
Conduct Authority. NBF is authorised and regulated by the Financial Conduct Authority and has its registered office at 70 St. Mary Axe, London, EC3A 8BE.  

NBF is not authorised by the Prudential Regulation Authority and the Financial Conduct Authority to accept deposits in the United Kingdom. 

U.S. Residents 

With respect to the distribution of this report in the United States of America, National Bank of Canada Financial Inc. (“NBCFI”) which is regulated by the Financial 
Industry Regulatory Authority (FINRA) and a member of the Securities Investor Protection Corporation (SIPC), an affiliate of NBF, accepts responsibility for its 
contents, subject to any terms set out above. To make further inquiry related to this report, or to effect any transaction, United States residents should contact 
their NBCFI registered representative.  

This report is not a research report and is intended for Major U.S. Institutional Investors only.   

This report is not subject to U.S. independence and disclosure standards applicable to research reports. 

HK Residents 

With respect to the distribution of this report in Hong Kong by NBC Financial Markets Asia Limited (“NBCFMA”)which is licensed by the Securities and Futures 
Commission (“SFC”) to conduct Type 1 (dealing in securities) and Type 3 (leveraged foreign exchange trading) regulated activities, the contents of this report 
are solely for informational purposes. It has not been approved by, reviewed by, verified by or filed with any regulator in Hong Kong. Nothing herein is a 
recommendation, advice, offer or solicitation to buy or sell a product or service, nor an official confirmation of any transaction. None of the products issuers, 
NBCFMA or its affiliates or other persons or entities named herein are obliged to notify you of changes to any information and none of the foregoing assume 
any loss suffered by you in reliance of such information.  

The content of this report may contain information about investment products which are not authorized by SFC for offering to the public in Hong Kong and such 
information will only be available to, those persons who are Professional Investors (as defined in the Securities and Futures Ordinance of Hong Kong (“SFO”)).  If 
you are in any doubt as to your status you should consult a financial adviser or contact us. This material is not meant to be marketing materials and is not 
intended for public distribution. Please note that neither this material nor the product referred to is authorized for sale by SFC. Please refer to product prospectus 
for full details.  

There may be conflicts of interest relating to NBCFMA or its affiliates’ businesses. These activities and interests include potential multiple advisory, transactional 
and financial and other interests in securities and instruments that may be purchased or sold by NBCFMA or its affiliates, or in other investment vehicles which 
are managed by NBCFMA or its affiliates that may purchase or sell such securities and instruments.  

No other entity within the National Bank of Canada group, including National Bank of Canada and National Bank Financial Inc, is licensed or registered with the 
SFC. Accordingly, such entities and their employees are not permitted and do not intend to: (i) carry on a business in any regulated activity in Hong Kong; (ii) 
hold themselves out as carrying on a business in any regulated activity in Hong Kong; or (iii) actively market their services to the Hong Kong public. 

Copyright 

This Report may not be reproduced in whole or in part, or further distributed or published or referred to in any manner whatsoever, nor may the information, 
opinions or conclusions contained in it be referred to without in each case the prior express written consent of NBF. 
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