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Double the Pain: How Inflation Increases Tax Burdens 

by William B.P. Robson and Alexandre Laurin

 Inflation and taxation are a painful combination. Money losing its purchasing power hurts on 
its own, but tax provisions that ignore inflation can multiply the pain for earners, savers, and 
recipients of benefit programs as well.

 This E-Brief identifies problematic interactions between inflation and taxes and highlights 
some that governments could address, notably by indexing various thresholds and amounts. 
Automatic increases in line with consumer prices are better than ad hoc changes, which 
governments often present as tax relief, even if they leave taxpayers no better off.

 Critics of specific tax provisions with bad economic effects may welcome the shrinking of 
their real value by inflation, but explicit discussion and decisions are more transparent than 
arbitrary erosion.

 Inflation hurts. Taxes should not make it worse. Now would be a good time for some 
changes to lessen the pain.

 We thank Nicholas Dahir for research assistance, as well as Daniel Schwanen, Jeremy Kronick, 
Brian Ernewein, William Molson, Nick Pantaleo, Jocelin Paradis, Jeffrey Trossman, Kevin Wark and 
anonymous reviewers for comments on earlier drafts of this report and publications on this topic by us. 
Responsibility for any errors, and for the analysis and conclusions, is ours.

Introduction and Overview

The year-over-year increase in the consumer price index (CPI) rose above the Bank of Canada’s 2 
percent target in March of 2021, and hit a four-decade high of 8.1 percent in June of 2022. Although 
the year-over-year increases have since subsided, even the continued return to target in the Bank 
of Canada’s own projections implies substantial losses of purchasing power. The Bank’s July 2023 
Monetary Policy Report showed year-over-year increases in the CPI back to 2 percent by the summer of 
2025. If that happens, the purchasing power of a dollar will have fallen about 15 percent since March of 
2021 (Figure 1). If inflation proves more stubborn than the Bank projects, the loss will be worse.
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Inflation is itself akin to a tax. From the federal government’s point of view, currency is a liability that bears 
no interest.1 When inflation reduces the currency’s purchasing power, the government gains from the lower value 
of the liability at the expense of the currency holder, who loses from the lower value of her asset. Unexpected 
inflation also devalues other government liabilities that pay nominal interest rates, such as government bonds. 
Both transfers of wealth affect some individuals who hold these claims directly, and many more who own them 
indirectly, through pension funds, money-market funds and other instruments (Chiang and LaBelle 2023).

But the pain of inflation and taxation is bigger than the erosion of the real value of governments’ liabilities. 
Inflation interacts with various tax provisions, often increasing the tax bite, with little transparency or legislative 
oversight.

Some of the extra tax burdens created by inflation are hard to mitigate. Adjusting corporate profits and 
investment income received by individuals to tax only “real” income – that is, after deducting the portion of 
nominal income attributable to inflation – would create enormous complexity. Others are easier to mitigate. Many 
thresholds and other amounts – the thresholds for various tax rates in personal income taxes, for example – are 
straightforward to adjust for inflation.

1 The gain to currency-issuing governments from people holding non-interest-bearing money instead of interest-bearing 
debt is referred to as seigniorage, harking back to the minting of coins by medieval lords and monarchs. Nowadays, 
central banks such as the Bank of Canada issue currency and hold government debt as the counterpart asset on their 
balance sheets, and remit the interest on the debt to the government. The mechanics are different, but the transfer of 
wealth from the currency holder to the currency issuer is the same. Other things equal, inflation increases seiniorage.

Figure 1: Consumer Price Index: Year-over-Year Changes and Levels

Source: Authors’ calculations from Statistics Canada Table 18-10-0004-01 and Bank of Canada, Monetary Policy Report, July 
2023, pp 9, 21.
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This E-Brief catalogues various interactions of inflation and taxes that magnify the pain for Canadian 
taxpayers. We highlight the ones governments could address, notably by indexing various thresholds and amounts. 
We do not defend each of the provisions we examine – neither their existence nor their initial or current levels. 
We do, however, argue that erosion by stealth is the wrong way to proceed, even when it reduces the distortions of 
misguided provisions. We also warn against tax changes that would exacerbate the painful interactions of taxation 
and inflation, such as increasing the inclusion rate on capital gains.

Lower inflation is the most direct way to reduce these problems. However, the losses of purchasing power 
suffered while inflation is above target will be permanent, and some of the problematic interactions still exist 
– even if their effects build more slowly – when inflation is low. Governments should address the ways non-
recognition of inflation hurts earners, savers, and recipients of benefits and avoid tax-rate increases or measures 
that would exacerbate them. Whatever the future rate of inflation, Canadians would enjoy the relief.

How Does Inflation Affect Taxes?

Money is useful partly because it serves as a unit of account.2 That function is prominent in taxation. All taxes 
reference nominal values – prices and flows or stocks of purchasing power measured in the money of the day. 
Inflation reduces the purchasing power of a given nominal amount over time. One relatively obvious tax-related 
result of that decline in purchasing power is falling real values of the thresholds that apply to many taxes, such as 
the thresholds for personal income-tax rates and for consumption taxes. Those impacts are also relatively easy to 
address, so we start our survey of inflation’s interaction with taxation with them. We then proceed to some tougher 
interactions, notably inflation’s tendency to increase the tax take from investment income. 

Income Tax Thresholds

Personal income taxation specifies thresholds in dollar terms. If the price level does not change, that is not a 
problem – people’s incomes will only move into taxable ranges, or from one tax bracket to a higher one, if their 
incomes rise. But if both prices and incomes rise, lower-income people whose nominal incomes have risen into 
taxable ranges, or people whose nominal incomes have risen into a higher tax bracket, will find themselves paying 
a higher share of their incomes in tax even if their real purchasing power has not risen. 

Although the solution to this problem is relatively straightforward – index tax thresholds so that they rise with 
prices – many jurisdictions do not do it. A recent survey of 160 countries revealed that 131 of them do not (Beer, 
Griffiths, and Klemm 2023). Irregularly adjusting thresholds, or increasing them but at a rate lower than inflation, 
can be a politically convenient method to effectively increase taxes in real terms while creating the illusion of tax 
reductions. Only nine countries, including Canada, have legislation or regulations in place mandating automatic 
periodic adjustments in line with inflation.

While Canada stands out positively in this respect – the federal government and most provinces index all their 
personal income tax thresholds to the annual change in the CPI – Canada’s tax systems do not automatically 
adjust all thresholds. Some provinces index only some thresholds, or none. Alberta did not index its thresholds in 

2 Other commonly cited uses for money are in transactions and as a store of wealth.
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2020 and 2021. Manitoba did not index its tax system to inflation before 2017.3 Nova Scotia and PEI do not index 
any of their thresholds. Ontario does not index its top two income thresholds of $150,000 and $220,000. Since they 
were established in 2014, inflation has eroded their value to $120,000 and $176,000 in 2014 dollars. 

At the federal level, the maximum dollar limits under the Child Care Expense Deduction, although raised 
periodically since the deduction’s inception in 1972, are not adjusted for inflation. The maximum amount of 
childcare expenses that can be claimed per child under 7 years old is currently $8,000. Twenty-five years ago, the 
maximum was $7,000. Adjusted for inflation, parents would potentially be able to deduct up to $12,000 per child 
in 2023 – 50 percent higher than they currently can. 

The maximum Northern Residents Deduction (NRD) is similar, in that it has increased at intervals, but is not 
indexed to inflation. The maximum residency claim was $5,475 in 1991 and is currently $8,030. If it had been 
annually indexed to the cost of living increase since 1991, it would now be $10,405 – 30 percent higher than its 
current amount. The second and latest increase was in 2016. The federal budget at the time justified the raise on 
the grounds of attracting skilled labour to northern and isolated communities. This is another example of how ad 
hoc increases in deduction amounts let governments take credit for cutting taxes when they are just mitigating 
part of the erosion of real values by inflation.

Other thresholds in personal income taxes get less notice, and have gone unindexed. A remarkable example is 
the $10,000 foreign employee exemption in the Canada-US tax treaty. After more than 40 years, inflation has cut 
its real value by almost three quarters – a major hassle for people who do minimal amounts of work in Canada. 
The $1,000 exemption from capital gains tax for gains on personal-use property such as jewelry, works of arts, 
and collectibles has gone unchanged even longer. Inflation has cut its real value by more than 85 percent since its 
establishment in 1972.

Tax Credits and Transfers

Tax credits, extensively used by Canada’s federal and provincial governments, are a mixed bag. Some reduce the 
burden of taxes paid, while others – notably refundable credits – are transfer payments in disguise.4 They are also 
specified in dollar terms. If they do not rise with inflation, their real value falls.

The federal government indexes most of its tax credits and benefits to the CPI, but not all. The pension income 
credit, and the maximum tuition credits that tax filers can transfer to spouses or parents do not rise with the price 
level. Nor, notwithstanding ad hoc increases, does the First-Time Home Buyers’ Tax Credit.

The more complicated the structure of taxes and benefits, the easier it is for dissonance to creep into the 
system. Seniors’ benefits themselves – the actual payments – are indexed to inflation. But some provisions related 
to them are not. Since 2020, the Guaranteed Income Supplement for low-income seniors has exempted up to 
$5,000 of earnings from employment and self-employment, and half of the next $10,000 of such earnings, from 

3 Manitoba resorted to other adjustments. For example, from 2001 to 2009, it kept thresholds frozen while reducing the 
tax rate applying to the lowest threshold.

4 Robson and Laurin (2017) calculate that showing tax expenditures unrelated to actual tax payable as spending would 
have increased measured federal revenues and expenses by about 5 percent in the 2015/16 fiscal year.
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its calculation. These matter – outside this range, the regular GIS claws back 50 cents per dollar of income, and 
for very low-income seniors, the GIS top-up claws back a further 25 cents. None of the clawback thresholds are 
indexed to inflation, meaning that rising prices push more seniors and more of their incomes into these 50 percent 
and 75 percent clawback ranges.

Another example of an unindexed provision in a generally indexed program is the refund of Employment 
Insurance (EI) contributions available to contributors whose insurable earnings are less than $2,000. That 
amount has not changed since its inception in 1997. In 1997 dollars, it is now worth $1,200 – far less than 
intended. A further example is the Year’s Basic Exemption in the Canada and Quebec Pension Plans. It has 
been $3,500 since 1996. In 1996 dollars, its value is now getting down to about $2,000. More earnings – and an 
increasing proportion of the earnings of low-income earners – are subject to CPP and QPP premiums every year, 
even if those earnings are not rising in real terms.5

In addition to federal transfer programs, many provinces and territories provide cash benefits to individuals 
income-tested through the tax system. Macdonald (2021) reviewed seniors’ benefits, child benefits and sales tax 
rebates for all provinces and territories, and found that the majority of these amounts are not regularly indexed to 
inflation.

Business Income Taxes

Business taxes have fewer graduated rates, but they have some, and a multitude of thresholds determine whether 
business incomes are taxed at all. 

All of Canada’s senior governments tax small businesses at a lower rate than their general corporate 
income tax rates through a small business deduction, which applies to annual income up to $500,000.6 While 
governments have adjusted these thresholds ad hoc from time to time, none of them is indexed to inflation. The 
threshold for the federal small business income deduction has not changed since 2009. Fourteen years later, 
inflation has cut its real value by more than a quarter.

The federal government imposes a $50,000 limit on passive income, such as income from property, in a private 
corporation, after which the small business deduction gets clawed back. The exemption levels under the federal 
government’s proposed interest deductibility limits for certain corporations are also specified in dollar terms, and 
will not rise with prices. Over time, they will bite harder than when they were originally established. Since 1998, 
sole proprietors may claim a deduction for premiums paid for private health services plans, limited to $1,500 for 
each adult household plan members and $750 for each child. Those limits are not indexed to inflation, and have 
never been raised.

Another interaction between taxes and inflation that matters for business taxation arises from the use of 
historical cost in calculating depreciation and valuing inventories.

5 Although it is quite separate from the tax system, we also note that the CPP’s death benefit has not risen with prices since 
the late 1990s.

6 Except Saskatchewan which has a threshold of $600,000.
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Inflation lowers the real value of deductions for the depreciation of capital assets (capital cost allowances in 
Canadian terminology), since the historical costs on which depreciation schedules are based shrink in real terms. 
That boosts nominal income, and therefore taxes, even though capital assets will also cost more to replace. Beer, 
Griffiths, and Klemm (2023) show that the erosion of depreciation allowances in the presence of high inflation 
raises the effective business tax rate, and depresses business investment.7

The impact of historical-cost valuation of inventories is more subtle, but it also increases measured profits 
and therefore taxes. For a simple and stark example, suppose a business produces a product for sale in one year 
using inputs bought the year before, and is only breaking even – using $100 in inputs to produce $100 in sales. 
With no inflation, the business would have no profits, and would pay no taxes on profits. But with inflation of 
10 percent, its sales would be $110 and it would show $10 in profits. If the tax rate on its profits were, say, 30 
percent, it would pay $3 in taxes, even though the real value of the costs it incurred to produce the product 
had also risen to $110, and it made no profit in real terms. Worse, its cashflows will be insufficient to cover the 
following year’s input costs.8

The chronic inflation of the 1970s inspired many attempts to revise accounting practices for inflation, and 
success in that area might have prompted parallel changes in tax administration. But even in countries with much 
higher inflation than Canada, most of these attempts went nowhere.9

Consumption Taxes

Most consumption taxes are ad valorem taxes – being levied on nominal amounts, they rise (or fall) with the 
prices of the goods and services to which they apply. In general, declining purchasing power of money affects 
them less. But they also have thresholds that determine whether a business must collect the taxes or whether a 
transaction is taxable, and inflation erodes the real value of those. Whatever the wisdom of these provisions, it is 
problematic to have inflation, rather than explicit policy discussions and decisions, erode their value over time.

The $30,000 small-supplier threshold for collecting the GST has not changed since the establishment of the 
GST in 1991. After more than 30 years, inflation has cut its real value almost in half. Every year as inflation 
further erodes the threshold, more businesses must register and collect GST. Notwithstanding the advantages 
of registration for getting input tax credits, the falling real value of the threshold creates administrative and 
compliance costs. 

7 As we discuss later, inflation makes nominal interest payments higher than real interest payments. The deductibility of 
nominal interest payments for debt-financed investments mitigates the overstatement of taxable income, but does not 
offset it (Beer, Griffiths, and Klemm 2023).

8 Inflation magnifies the difference between profits calculated on the basis of the historical cost of inventory used in 
production – the first-in, first-out (FIFO) method – or on the basis of the cost of replacing that inventory at current 
prices – the last-in, first-out (LIFO) method. Securities regulators tend to favour LIFO-based financial reporting because 
it does not include illusory profits due to inflation, while tax authorities tend to favour FIFO-based tax calculations 
because the illusory profits increase tax liabilities.

9 One exception is Israel. Beer et al. (2023) note Israel’s 1982 allowance for inflation applied to equity, with capital cost 
(depreciation) allowances calculated based on year-end prices. Enache (2023) notes Israel and Mexico as the only OECD 
countries adjusting capital cost allowances for inflation.
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The GST/HST new housing rebate allows an individual to recover some of the GST or the federal part of 
the HST paid for a new or substantially renovated house, up to a maximum of $6,300. The rebate phases out 
for homes priced between $350,000 and $450,000, and it is not available for homes exceeding $450,000. The 
maximum and the thresholds have not changed since the introduction of GST in 1991. In Canada’s major cities, 
the cost of new houses has risen to the point where the rebate is effectively obsolete.

The input tax credit for GST/HST on passenger vehicles – cars used by businesses, or pickup trucks not used to 
transport goods or equipment in the course of business – is only available in respect of costs up to a maximum. 
For vehicles purchased after 2000 but before 2022, the limits were $30,000 for regular vehicles and $55,000 for 
zero emission vehicles. They increased to $34,000 and $59,000, respectively, for vehicles purchased in 2022, and to 
$36,000 and $61,000, respectively, for purchases in 2023. Automatic indexation to inflation would be superior to 
the current practice of ad-hoc adjustments.10

Another type of threshold for consumption taxes that has attracted attention since inflation rose in 2021 is the 
exemption for basic groceries and other goods from GST, HST and other sales taxes. Ontario provides a point-of-
sale HST exemption for food and beverages that are prepared for immediate consumption, such as fast food, if the 
price is $4 or less. That limit was originally set in 1989, long before the HST replaced the provincial sales tax and 
federal GST. If that $4 exemption had kept pace with inflation, it would be $9 today.

The tendency for vendors to reduce package sizes as a disguised price increase (so-called “shrinkflation”) adds 
a wrinkle. The distinction between exempt basic groceries and taxable snacks typically relates to package size – a 
500 ml container of ice cream or yogurt is a basic grocery, but if the manufacturer decides to avoid increasing the 
sticker price and reduces the container to, say, 450 ml, it becomes a snack. Smaller packages can result in shoppers 
paying HST or sales taxes on items that, except for the decline in volume, are the same as those they previously 
bought untaxed.

The federal government recently imposed a luxury tax on cars and aircraft costing more than $100,000 and 
boats costing more than $250,000. $100,000 is a very low threshold for aircraft, and may over time seem low for 
cars as well. In any event, inflation will subject more cars, aircraft and boats to tax over time, even if their real 
value does not increase.

Taxes on Investment Income

As many investors have recently become painfully aware, inflation and taxes interact to reduce the returns to 
saving, often turning nominal gains into real losses. 

Consider the taxation of interest and dividends. A one-year GIC recently yielded about 4.4 percent. With 
inflation also recently at 4.4 percent, that was a real return of zero. But income taxes hit the entire nominal 
amount. A tax rate of, say, 40 percent, knocks the GIC’s after-tax yield down to about 2.6 percent – a return that, in 
real terms, is a loss of about 1.8 percent. 

Even when inflation remains within the target range set by the Bank of Canada, taxes may exceed what many 
would deem reasonable. A reasonable post-2025 scenario for many Canadians would be a real interest rate of 

10 A similar limit applies to the amount of the cost of these vehicles for which businesses may claim capital cost allowance. 
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2 percent and inflation of 2 percent, with a marginal tax rate of 40 percent. Such a person would face an effective 
tax rate of 80 percent on real interest income – not a scenario that rewards saving.11

Capital gains taxes also hit illusory gains. Most savers hold assets such as shares and real estate for years. 
When inflation is high, the bulk of the current dollar gain in their value is illusory. Capital gains are taxed at 
an inclusion rate of 50 percent. The 50 percent inclusion rate reflects several considerations, mostly relating to 
double taxation (because the retained earnings that increase share prices were taxed at the corporate level), the 
misallocation of resources arising from “lock-in” effects, and governments’ desire to encourage risk-taking.12 
Some people also justify the partial inclusion rate as compensation for inflation – yet the history of the inclusion 
rate shows no correlation with inflation. Whether the inflationary component of any particular capital gain is 
large or small, capital gains tax at the 50 percent inclusion rate applies to all of it. 

Individuals investing in tax-recognized accounts such as defined-contribution pension plans and RRSPs do not 
have to worry about inflation affecting returns inside their plans, since these plans are tax-deferred. But when the 
tax becomes payable upon withdrawal, inflation can worsen the burdens in ways beyond those already discussed. 
Savers in defined-contribution pension plans and RRSPs must buy annuities or move their funds to RRIFs and 
similar vehicles when they retire or turn 71. Inflation has the effect of front-loading the real value of annuity or 
RRIF withdrawals. That can subject their recipients to higher tax rates early in retirement than would occur if they 
had an inflation-indexed annuity that provided equal cumulative value throughout their retirements, increasing 
the risk of poverty in old age.

Taxes on Imports and Border Regulations

Thresholds for payment of HST and customs duties at the border affect more importers and travelers as inflation 
lowers their real value. The current exemptions for Canadians returning from travel abroad – $200 for people who 
were out of the country for 24 hours or more and $800 for people out of the country for 48 hours or more – date 
from 2012. If they had risen with the CPI since then, they would now be 30 percent higher.

Some dairy products are subject to even lower personal exemptions. For instance, the duty-free limit for 
returning travelers bringing in cheese for personal use is $20, with amounts beyond that subject to a prohibitive 
245.5 percent tariff. This $20 threshold is remarkably low and has remained unchanged since 1994. Notably, the 
real limit on cheese imports has not only declined due to price inflation but has fallen markedly relative to the 
value of most items that Canadians can import tariff-free for personal use.

The threshold for the value for courier shipments that can enter Canada duty-free from countries other than 
the United States and Mexico has been $20 since 1985. If it had risen with inflation since then, it would now be 
$50. The thresholds for imports from the United States and Mexico rose with the renegotiation of the Canada-US-
Mexico Agreement in 2020 – to $40 for taxes and $150 for customs duties. But those amounts also will drop in real 
terms as inflation erodes their nominal values.

11 As noted earlier, inflation increases the real value of interest deductions, which can lower tax liabilities. That is a 
mitigating factor in terms of the overall tax burden, but it does not offset the higher tax liabilities caused by the inflation 
component of interest income, and distorts financing decisions by increasing the attractiveness of debt versus equity.

12 See the September 2021 issue of the Canadian Tax Foundation’s Perspectives on Tax Law and Policy (CTF 2021).
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Although it is not an explicit tax measure, discussion of border regulations would not be complete without a 
reference to the threshold for declaring any currency or monetary instruments brought into the country. It has 
been $10,000 since 2002. If it had risen with inflation, it would now be more than $15,000. Perhaps $10,000 was 
too high – but changes in the threshold’s real value should be deliberate, not erosions by stealth.

How Can Governments Respond?

Our description of the interaction of inflation and taxation has touched on many examples of problems that are 
easy to fix, with indexation of thresholds heading the list. Notwithstanding the debatable wisdom of many of the 
relevant provisions, our starting position is that all thresholds for income and consumption taxes should rise with 
consumer prices from now on. Changes in the real value of thresholds should be explicit and transparent, not 
accidental by-products of monetary policy. 

Thresholds that have not changed for years, or decades, need an update. While nothing guarantees that 
nominal values set years ago were “right” at the time, or that nominal values updated for subsequent inflation 
would be “right” today, thresholds that create administrative and compliance problems out of all proportion to 
their benefits, such as the $10,000 foreign employee exemption in the Canada-US tax treaty, should rise. Table 1 
summarizes a number of the examples of thresholds we have discussed, showing their nominal value, the date of 
their establishment, the decline in their real value since then, and the current value that would exist if they had 
risen with the CPI since then.

One reason for preferring automatic indexation of thresholds to discrete changes is that so much discussion 
of tax policy in Canada lately puts vertical redistribution ahead of all other priorities. A discrete increase in the 
Ontario high-income thresholds would likely attract criticism for being regressive, even though adjusting for 
inflation would merely preserve the graduated structure intended when the thresholds were established. Questions 
about the desired level of progressivity of personal incomes taxes overall should not get settled through isolated 
arguments about inflation adjustments to particular thresholds.

Critics of some tax provisions that distort behaviour might welcome inflation’s erosion of their real value 
and consequent reduction of the distortions they cause. We sympathize: we have criticized the First-Time Home 
Buyers’ Tax Credit, and advocated its abolition (Robson, Drummond and Laurin 2023), for example, so might 
welcome its erosion by inflation. People concerned that the small business deduction discourages businesses from 
growing, or promotes tax-avoidance activities such as splitting businesses to keep them below the threshold for the 
regular corporate income tax rate, might see the erosion of its real value by inflation as a good thing. But outright 
abolition of distortions is more transparent than the arbitrary reduction in their value arising from over-loose 
monetary policy.

Dealing with problems affecting investment income is harder than indexing thresholds. Although the principle 
of indexing the cost base for investments subject to capital gains tax is straightforward, dealing with depreciation, 
improvements, inventories, and cost-averaging rules will create challenges. Indexed annuities are straightforward 
in principle, but annuity markets tend to be thin, and the difficulty of finding assets to back an indexed promise 
– a problem worsened by the federal government’s recent decision to cease issuing real-return bonds – means 
that frontloading of annuity payments’ real value will continue to be a problem. Providing tax recognition of the 
inflation component of interest and dividend receipts is technically daunting. Pending new ideas for doing so, a 
policy imperative is avoiding tax changes that would compound the damage. A salient example is proposals for 
increasing the inclusion rate of capital gains taxes, which would be a particularly bad move when inflation has 
already increased the real burden of capital gains taxes.
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Threshold or Amount Reference 
Value, $

Date Reference 
Value 

Established

Decline in Real 
Value Since 

Establishment, 
percent

Current 
Equivalent 

to Real Value 
at Date of 

Establishment, 
2023$

Ontario personal income tax threshold 150,000 2014 20 187,000

Top Ontario personal income tax threshold 220,000 2014 20 274,500

Foreign Employee Exemption in the Canada-US 
tax treaty 10,000 1980 72 36,100

Exemption on gains of personal-use property 1,000 1972 86 7,244

Child Care Expense Deduction 7,000 1998 42 12,000

Northern Residents Deduction 5,475 1991 47 10,045

Guaranteed Income Supplement – earnings 
exemption 5,000 2020 13 5,700

Guaranteed Income Supplement – exemption turn 
down threshold 10,000 2020 13 11,500

Refund of Employment Insurance (EI) 
contributions, insurable earnings threshold 2,000 1997 43 3,400

Year’s Basic Exemption for CPP and QPP 3,500 1996 43 6,100

Small Business Deduction 500,000 2009 27 684,300

Small Business Deduction – Saskatchewan 600,000 2009 27 821,200

GST/HST small supplier threshold 30,000 1991 47 56,750

GST/HST new housing rebate 450,000 1991 47 851,300

Table 1: Reference Values and Inflation-Adjusted Values of Various Tax Thresholds
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Source: Authors’ compilation.

GST/HST exemption for food and beverages 4 1989 53 9

Exemption for returning travelers, more than 24 
hours 200 2012 23 257

Exemption for returning travelers, more than 48 
hours 800 2012 22 1028

Exemption for returning travelers, personal use 
dairy products 20 1994 46 37

De minimis threshold for courier shipments from 
countries other than the United States and Mexico 20 1985 60 50

De minimis threshold for courier shipments from 
USA and Mexico (taxes) 40 2020 13 46

De minimis threshold for courier shipments from 
USA and Mexico (custom duties) 150 2020 13 173

Declaration of currency and monetary instruments 10,000 2002 37 15,000

Threshold or Amount Reference 
Value, $

Date Reference 
Value 

Established

Decline in Real 
Value Since 

Establishment, 
percent

Current 
Equivalent 

to Real Value 
at Date of 

Establishment, 
2023$

Table 1: Continued

Conclusion

Inflation around 8 percent is something most Canadians had never experienced until last summer. Although 
inflation is now well down from its peak, it is still well above the Bank of Canada’s 2 percent target, and the Bank’s 
own projections do not show it returning to 2 percent until the summer of 2025. The shrinking value of our dollars 
is bad enough on its own, but inflation hurts us in more subtle ways, including through its interactions with taxes 
and government benefits.

The simplest way to reduce the pain from inflation’s interaction with taxes is to reduce inflation. But that takes 
time, and involves discomfort of its own. Meanwhile, governments should address the ways non-recognition of 
inflation hurts earners, savers, and recipients of benefits. Whatever the future rate of inflation, Canadians will 
enjoy the relief.
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