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Retail inflation rises in August

OVERVIEW

India's retail inflation based on consumer price
index (CPI) snapped a 3-month downward trend in
August and surged to 7%, data released by the
government showed on Monday. The jump has
mainly been on account of a surge in food prices.

In July, CPI numbers stood at 6.71%. It was the 3rd
month in a row when retail inflation numbers had
cooled from its 8-year high of 7.79% in April.

Retail inflation is ruling above the Reserve Bank's
comfort level of 6% since January. This is the 8th
month in a row when inflation figures remained
above the central bank's tolerance band of 2-6%.

Core-CPI inflation (CPI excluding food and
beverages, fuel and light and petrol and diesel
index for vehicles) dipped to 6.2% in August 2022
from 6.3% in the previous month.

MOVEMENT IN MAJOR COMPONENTS OF CPI

● Food and beverage inflation rose to 7.6% in August from 6.7% in July with key categories like
cereals, milk, vegetables, pulses, spices and packaged food witnessing a higher inflation
during the month. These items have a combined weightage of nearly 32% in the overall CPI
basket. Data from Department of Consumer Affairs shows that retail price of items like wheat,
rice, tur dal and urad dal registered a sharp sequential jump in August leading to a higher
cereals and pulses inflation. Milk inflation increased to 6.4% from 5.8% in July as some major
milk suppliers (Mother Dairy, Amul) raised prices in August owing to rise in procurement and
input costs. On the other hand, some relief came because of continued cooling of edible oil
inflation.

● Rising food inflation is also the main culprit behind higher rural inflation, with adverse impact
on rural purchasing power. Rural CPI inflation increased to 7.2% in August from 6.8% in July.
In a bid to tackle higher food inflation and ensure enough domestic availability, the



government has announced a host of measures including regulating exports of wheat, wheat
related items, sugar and imposing duty on rice exports. The government has also banned
export of broken rice mainly used for animal feed. This would help in easing prices for poultry
items.

● Fuel and light inflation was marginally lower at 10.8% in August compared to 11.8% in July.
The reduction was aided by reduction in commercial LPG cylinder prices. Since June, the
price of commercial cylinder (19 Kg) has been slashed by a total of Rs 469/cylinder with a
latest reduction of Rs 91.5/cylinder in September.

● Clothing and footwear inflation was 9.9% around the same as previous month. The pressure
on cotton prices is expected to subside with the arrival of fresh cotton in domestic markets
October onwards. This would in turn benefit textile industries.

OUTLOOK

While globally commodity prices are on a downward trend, volatility in food prices, which has a major share in
CPI basket, continue to pose an upside risk to domestic inflation. Furthermore, reduction in global crude oil
prices is unlikely to translate into immediate decline in domestic oil prices as oil companies would want to
recoup their losses. Also, improving discretionary demand especially in the services sector could keep core
inflation sticky in near term. Inflation in Q2 is expected to average around 7%, slightly lower than RBIʼs
projection of 7.1%. Arrival of Kharif harvest in October-November in markets could help pacify food inflation
and this will be reflected in average inflation print for Q3 and Q4. With inflation remaining high, RBI is expected
to continue with rate hikes.

RETAIL INFLATION FOR MAJOR ITEMS IN THE PAST 6 MONTHS

Group Marʼ22 Aprilʼ22 Mayʼ22 Juneʼ22 Julyʼ 22 Augʼ22

CPI 6.95 7.79 7.04 7.01 6.71 7.00
Food & beverages 7.47 8.1 7.84 7.56 6.71 7.57
Pan tobacco & intoxicants 2.98 2.7 1.15 1.83 1.78 1.67
Clothing & footwear 9.4 9.85 8.85 9.52 9.85 9.91
Housing 3.38 3.47 3.65 3.93 3.90 4.06
Fuel & lighting 7.52 10.67 9.54 10.14 11.76 10.78
Miscellaneous 7.02 8.03 6.82 6.28 5.91 5.95
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WPI inflation 11 months low in August

OVERVIEW
Indiaʼs wholesale inflation eased to 12.41% in August.
The wholesale price index (WPI) had spiked to 13.93
per cent during the month of July, while the WPI for
June was revised to 16.23 per cent from 15.18 per cent,
the data showed. The WPI in August 2021 was 11.64
per cent. Despite the easing in the wholesale inflation
data, the WPI continues to remain in the double digits
for the 17th consecutive month beginning April 2021.
Inflation in August, 2022 is primarily contributed by
rise in prices of mineral oils, food articles, crude
petroleum & natural gas, basic metals, chemicals &
chemical products, electricity, food products etc. as
compared to the corresponding month of the previous
year.

The core-WPI inflation (with a weight of 55.1% of the
WPI) moderated for the fourth consecutive month to
7.9% in August 2022 (17-month low; +11.3% in August
2021) from 8.4% in July 2022 (+11.2% in July 2021),
benefiting from the ebbing of key commodity prices
amid global slowdown fears.

KEY HIGHLIGHTS
● The food articles segment witnessed a spike of 12.37 per cent in August, the data showed. In

the month prior to that, this was 10.77 per cent. The month-on-month hike can be attributed
to a rise in vegetable prices.

● Vegetable prices rose 22.29 per cent in August, against 18.25 per cent in July, the data
showed. Prices of potato spiked to 43.56 percent while that of onions slipped (-)24.76 per
cent. Prices of fruits witnessed a spike of 31.75 per cent last month from 29.44 per cent in
July, while that of milk eased to 4.78 per cent from 5.45 per cent a month ago. Eggs, meat and
fish prices rose 7.88 per cent in August up from 5.55 per cent a month ago and cereals rose
11.77 per cent last month, rising from 9.76 per cent.

● The fuel and power segment eased to 33.67 per cent last month from 43.75 percent in July.
Petrol prices eased to 38.68 per cent from 55.30 percent a month ago, HSD (High-Speed
Diesel) slipped to 60.15 per cent from 72.41 per cent, while LPG prices dipped to 19.75 per
cent from 32.00 per cent.

● The manufactured products segment eased to 7.51 per cent in August from 8.16 per cent in
the month prior.
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OUTLOOK

Notwithstanding the broad-based sequential hardening in prices of food items in the early part of the ongoing
month, the WPI inflation is expected to ease to around 11-12 per cent in September, aided by the correction in
global commodity prices. Consequently, the WPI inflation is likely to ease to around 13 per cent in Q2FY23 from
16.1 percent in Q1 FY23, before slipping into single digits by October, a�er a gap of 18 months, if the downtrend
in commodity prices sustains.

WPI INFLATION FOR MAJOR ITEMS IN THE PAST 6 MONTHS

Group Marʼ22 Aprilʼ22 Mayʼ22 June ʻ22 Julyʼ22 Augʼ22
All COMMODITIES 14.63 15.38 16.63 16.23 13.93 12.41
PRIMARY ARTICLES 15.94 15.18 18.84 18.63 15.04 14.93
FOOD ARTICLES 8.44 8.48 11.78 13.71 10.77 12.37
NON FOOD ARTICLES 25.27 23.95 24.07 18.53 12.81 8.42
FUEL & POWER 31.78 38.84 49 50.95 43.75 33.67
MANUFACTURED PRODUCTS 11.26 11.39 10.27 9.35 8.16 7.51
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IIP tumbles in July

OVERVIEW
The growth in industrial activity slowed to 2.4%
in July 2022, moderating from the double-digit
growth witnessed in the previous two months.
Normalization of the base effect and weaker
than expected performance in the mining
manufacturing sectors and consumer goods
segment pushed down the IIP growth print.

A comparison with July 2019 showed growth of
2.1%, signalling improvement in industrial
activity compared with the pre-pandemic level,
albeit at a so�er pace.

KEY HIGHLIGHTS

Sectoral classification
● In terms of economic activity, IIP growth in July continued to be steered by the electricity

sector while mining and manufacturing sectors disappointed. When compared with July
2019, electricity output continued to show upbeat growth of 10.8% while mining sector
output disappointed with a muted growth of 0.9%. The growth in manufacturing output is yet
to achieve a meaningful improvement and grew by a modest 1.1% over July 2019. Within
manufacturing, output in 13 out of the 23 categories was yet to surpass the July 2019 level
while manufacture of basic metals and chemical & chemical products outperformed with
strong growth of 10.2% and 9.8% respectively.

● Within the use-based classification of IIP, intermediate, infrastructure and construction goods
have shown an encouraging performance in the past few months. Output of consumer
durables and nondurables continued to be the weak spot for the overall IIP as they recorded
de-growth of 6.8% and 2.5% respectively compared to pre-pandemic period of July 2019.
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● Output of infrastructure and construction goods continued to record strong growth of 7.1%
compared to July 2019. Output of capital goods surprised on the upside growing by 6.5% over
July 2019 reflective of slow pick-up in investments. However, the durability of this trend will
have to be closely monitored in the coming months.

Use-Based Classification
● Capital goods output, which is a barometer of investments, rose 5.8 per cent in July 2022 as

against 30.3 per cent growth in the year-ago month.
● The consumer durables segment grew 2.4 per cent compared to 19.4 per cent growth a year

ago.
● The primary goods segment, which accounts for nearly 34 per cent of the index, expanded 2.5

per cent in July compared to 12.4 per cent growth in the year-ago period.

OUTLOOK

Though the IIP showed improvement over the pre-pandemic period, the improvement is yet to be broad-based.
The weakness in the manufacturing and consumer goods segment appears concerning. Going ahead, the
consumption impulses in the economy could improve with the commencement of festive season. However,
elevated domestic inflation, volatility in commodity prices and global growth slowdown could be the major
challenges for the momentum in industrial activity.

IIP GROWTH IN THE PAST 6 MONTHS AT BASE 2011-12

SECTOR Febʼ22 Marʼ22 Aprilʼ22 Mayʼ22 Juneʼ 22 Julyʼ22
All Industries 1.2 2.2 6.7 19.6 12.7 2.4
Mining & Quarrying 4.6 3.9 8.4 11.2 7.8 -3.3

Manufacturing 0.2 1.4 5.6 20.6 13.0 3.2
Electricity 4.5 6.1 11.8 23.5 16.4 2.3
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Trade deficit more than doubles in August
OVERVIEW

Trade deficit shot up to $ 27.98 billion in August 2022 against $11.71 billion in August 2021, which is an increase
of 138.88 per cent. It narrowed from $30 billion July 2022.

EXPORTS

Merchandise exports in August 2022 were USD 33.92 Billion, as compared to USD 33.38 Billion in August 2021,
exhibiting a positive growth of 1.62 per cent. Export products that witnessed positive growth last month
included electronic goods, rice, oil meals, tea, coffee and chemicals.

Export of petroleum products jumped by 22.76% to $5.71 billion. Similarly, chemicals and pharma shipments
rose by 13.47% and 6.76% to $2.53 billion and $2.14 billion, respectively.

Sectors, which saw de-growth last month included engineering (14.19% to $8.3 billion), gems and jewellery
(about 3% to $3.33 billion), ready-made garments of all textiles (0.34% to $1.23 billion), and plastic (1.10% to
$747.21 million).

Non-petroleum and non-gems & jewellery exports in August 2022 were USD 24.88 Billion, registering a negative
growth of (-) 1.64 per cent over non-petroleum and non-gems & jewellery exports of USD 25.29 Billion in August
2021.

IMPORTS

Merchandise imports in August 2022 were USD 61.90 Billion, which is an increase of 37.28 per cent over imports
of USD 45.09 Billion in August 2021. Rise in import values last month has been witnessed in major commodity
groups like coal, coke and briquettes (133.64% to $4.5 billion), chemicals (43% to around $3 billion), and
vegetable oil (41.55% to nearly $2 billion).

Import of crude oil in August 2022 surged by 87.44% to $17.7 billion. However, gold imports dipped by about
47% to $3.57 billion, the government data showed.

On the other hand, silver imports soared to $684.34 million during the month under review from $15.49 million
in the same month last year.

Non-petroleum, non-gems & jewellery (gold, silver & precious metals) imports were USD 37.53 Billion in August
2022 with a positive growth of 40.63 per cent over Non-petroleum, non-gems & jewellery imports of USD 26.69
Billion in August 2021.
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DISCLAIMER

This document has been prepared by Shriram Insight Share Brokers Ltd. and is meant for sole
use by the recipient and not for circulation. This document is not to be reported or copied or
made available to others. The information contained herein is from sources believed reliable.
It should not be considered as an offer to sell or a solicitation to buy any security or as an
official confirmation of any transaction. We do not represent that it is accurate or complete and
it should not be relied upon as such. This document is prepared for assistance only and is not
intended to be and must not alone be taken as the basis for an investment decision. The
investments discussed or recommended in this report may not be suitable for all investors.
Shriram Insight Share Brokers Ltd. Stock Recommendation Service is a general
recommendation service and is not to be construed as an individual investor-specific Portfolio
Management and Advisory Service.

The user assumes the entire risk of any use made of this information. Each recipient of this
document should arrive at an independent evaluation of an investment in the securities of
companies referred to in this document and should consult their own advisors to determine
the merits and risks of such an investment.

Shriram Insight Share Brokers Ltd. shall not be responsible for any loss or liability incurred to
the user as a consequence of his or any other person on his behalf taking any investment
decisions based on the information, recommendations, research reports, analysis, quotes, etc.
provided on the web site.

Shriram Insight Share Brokers Ltd shall not be liable for errors, omissions or typographical
errors, disruption delay, interruption, failure, deletion or defect of/in the Service provided by it.

All Users of the Service in countries other than India understand that by using the Service,
they may be violating the local laws in such countries. If the User chooses to access the
Service from outside India, he shall be responsible for compliance with foreign and local laws.
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