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Retail inflation remains stable

OVERVIEW

India’s headline inflation consumer price index
(CPI) has been fairly stable near month ago
levels in June’21. The growth in inflation
(year-on-year) for the month at 6.26% was once
again over a fairly high base of 6.23% (June’20).
It was the second successive month where the
inflation reading was above the upper band of
the RBI’s inflation target of 2% to 6%. The rise in
headline inflation during the month was driven
by the food, fuel and the service segment.

Although in a year-on-year basis, the rise in price
levels in June’21 was fairly broad-based across
the various segments of the CPI, there was a
moderation in the rate of growth in prices on a
month-on-month basis across all the segments.

Core inflation was sustained at elevated levels
during the month, easing marginally to 6.17% in
June compared with 6.34% in May.

MOVEMENT IN MAJOR COMPONENTS OF CPI

● Inflation in food & beverages rose to a seven- month high of 5.6% June’21.Food inflation in
June was driven by edible oils, eggs, meat, pulses and fruits. Constrained supply, increased
demand and higher transportation costs with rise in fuel costs have been pressuring prices of
food items.

● Vegetable prices witnessed a year-on-year contraction of 0.7% in June’21 over the 4% growth
in June’20.

● Edible oil inflation has increased by 35% from a year ago (11.5% in June’20). Edible oil prices
touched record highs in the overseas markets amid lower supplies in the main producing and
exporting regions. This has pushed up prices of the commodity in the domestic markets given
the reliance on imports.

● The price rise in pulses by 10% (over the 18% growth in June’20) is driven by supply
shortages in the producing regions (domestic and overseas) due to adverse weather



conditions (drought), accompanied by rising demand. Supply bottlenecks have added to the
price pressures.

● Egg and meat prices rose by 19% and 4.8% (year-on-year) respectively. The rise in feed prices
globally and higher operational costs (viz. fuel costs) along with lower production levels have
pushed up prices of these commodities.

● Inflation in fuel components rose by 12.7% in June’21 over the 0.5% growth in June’20. The
rise in global energy prices coupled with the high domestic taxes has been pushing fuel prices
upwards. The higher fuel prices have led to an increase in transportation cost that is getting
embedded across segments.

● Price levels for the miscellaneous component grew by 7.3% in June’21 over the growth of 6%
in June’20. The higher growth here can be attributed to the easing of the lockdowns in
various regions and the increase in demand for various services.

OUTLOOK

The pass through of higher global commodity prices, supply constraints and rising demand would pressure
retail inflation in coming months. Higher fuel prices have gotten transmitted in a generalized manner through
transport costs to other commodities. Furthermore, there could be a pickup in services inflation as the
unlocking process and vaccination programme gathers momentum. Although the headline inflation reading
could benefit from the higher statistical base, CPI inflation is expected to rule around 6% for the next 2-3
months. The RBI however is unlikely to shi� its accommodative monetary policy despite the build-up in
inflation.

RETAIL INFLATION FOR MAJOR ITEMS IN THE PAST 6 MONTHS

Group Jan’21 Feb’21 Mar’21 April’21 May’21 June’21

CPI 4.1 5.03 5.52 4.23 6.3 6.26
Food & beverages 2.7 4.3 5.2 2.7 5.2 5.6
Pan tobacco & intoxicants 10.9 10.7 9.8 9.0 10.0 4.0
Clothing & footwear 3.8 4.2 4.4 3.5 5.3 6.2
Housing 3.3 3.2 3.5 3.7 3.9 3.7
Fuel & lighting 3.9 3.5 4.5 7.9 11.6 12.7
Miscellaneous 6.5 6.8 6.9 6.2 7.3 7.3
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WPI eases in June

OVERVIEW

Wholesale inflation in the economy has
eased marginally to 12.1 in June 2021
from 12.9% in May 2021. This inflation
number has come against the 1.8%
deflation in June 2020. The inflation in
food articles, fuel & power segments have
shown some moderation compared with
May while inflation of manufactured
products have remained rigid
contributing to the elevated level of
inflation during the month.

Core inflation excluding food and fuel
items hardened further to 10.4% in June
from 10% a month ago.

KEY HIGHLIGHTS

● Inflationary trend in primary articles has continued for the fi�h consecutive month. The
inflation in this segment has eased to 7.7% in June 2021 compared with 9.6% in May 2021 and
-0.1% in June 2020.

● The inflation in the food segment has moderated during the month while inflation in the
non-food segment has inched up. Inflation in the food group has weakened to 3.1% in June
2021 from 4.3% in the previous month and 2.1% in the corresponding month last year.
Deflationary trend in cereals stood at -2.7% in June 2021 compared with -2.5% in May 2021
and 2.7% inflation in June 2020. This has been the 11th successive month of deflation in
cereal prices on the back of robust production. Inflation in prices of paddy has hit a 68-month
low of -2.4% over -0.5% in the previous month.

● Inflation of vegetables has fallen for the 7th successive month. The deflation in vegetable
prices was at -0.8% during the month compared with -9% in the previous month and -9.2% in
the corresponding month last year. Inflation of fruits has eased to 5.6% in June 2021
compared with 20.2% in May 2021 and 2.3% in June 2020. Prices of potatoes have fallen to
-31% in June 2021 and they have been in deflation since January 2021. Wholesale prices of
onions have been largely unstable fluctuating between positive and negative inflation. In
June 2021, inflation in onion prices shot up to 64.3%, higher than 23% in May 2021 and
-15.3% in June 2020.

● Non-food articles in June 2021 witnessed an inflation of 18.7% compared with 18.4% in the
previous month and deflation of 2.8% in the corresponding month last year.
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● The inflation in the fuel & power segment has cooled to 32.8% in June 2021, lower than
37.6% in the previous month. However, it was higher than the deflation of 16.2% in the
corresponding month last year. The firmness in international crude oil prices and
skyrocketing domestic fuel prices have kept the inflation in this segment elevated.

● The inflation in the manufacturing segment in June 2021 remained unchanged at 10.9%
compared with 10.8% a month ago. However, it was higher than the subdued inflation of
0.1% in the corresponding month last year. The inflated factory gate prices reflect the firm
pricing power of manufacturers.

● Prices of basic metals rose to 28.9% in June 2021 compared with 27.6% in May 2021 and
-4.5% in June 2020.

● Inflation in manufactured food products stood at 13.4% in June 2021 compared with 15.2% in
the previous month and 5.1% in the corresponding month last year. All industries except
tobacco have recorded positive WPI during the month and eight out of fourteen industries
have recorded double-digit inflation growth. Fabricated metal products except machinery &
equipment (11%), basic metals (28.9%), chemical & chemical products (10.7%) and textiles
(13.9%) have witnessed notable and higher WPI growth compared with the previous month.

OUTLOOK

Inflation in the fuel and power segment has shown signs of easing during the month. However, rigidity in international &
domestic oil prices, improving pricing power of manufacturers and a low base of last year are likely to keep inflation at
elevated levels in the near term in the double digit range.

WPI INFLATION FOR MAJOR ITEMS IN THE PAST 6 MONTHS

Group Jan’21 Feb’21 Mar’21 April’21 May’21 June-21
All COMMODITIES 2.51 4.83 7.89 10.74 12.94 12.07
PRIMARY ARTICLES -1.56 3.01 7.28 9.94 9.6 7.74
FOOD ARTICLES -2.93 1.81 3.44 4.6 4.31 3.09
NON FOOD ARTICLES 4.24 4.02 11.94 15.58 18.37 18.86

FUEL & POWER -3.82 2.03 9.75 21.27 37.61 32.83
MANUFACTURED PRODUCTS 5.47 6.06 7.84 9.44 10.83 10.88
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IIP grows in May

OVERVIEW
Industrial activity measured by the IIP witnessed
a year-on-year growth of 29.3% in May 2021
compared with 134.6% in April 2021. This
growth in factory output can be attributed to the
low base of -33.4% in May 2020. Thus, this is the
third consecutive month that the IIP has
witnessed robust growth backed by a statistical
push and it is imperative to view these numbers
with caution. Although the IIP scaled up on a
year-on-year basis it witnessed an 8%
contraction of over April 2021. This weakness is
due to the re-imposition of restrictive measures
with the onset of the 2nd wave of coronavirus in
India hampering the production activities in the
first two month of FY22.

KEY HIGHLIGHTS

Sectoral classification
● Mining sector activity recorded a 23.3% growth in May 2021 compared with a contraction of

20.4% in May 2020. However, the mining sector grew at 0.6% over April 2021 on account of
subdued power sector demand.

● Manufacturing in the industrial output index grew at 34.5% in May 2021 against a low base of
-37.8% in the corresponding month last year. The manufacturing output witnessed a month
on month decline of 9.5%. This is mainly on account of the restrictions imposed across states
in the month of April further carried into May to restrict the rising covid-19 caseload.

● All industries in the manufacturing segment have recorded a y-o-y growth In May 2021
whereas 21 out of 23 industries have witnessed a de-growth compared with the previous
month. Double digit contraction (m-o-m) was witnessed in the 14 out of 23 industries with
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notable fall witnessed in transport equipment (-51%), wood and products of wood (-27%),
leather and related products (-26%), tobacco products (21%) and beverages (-34%).

● Basic metals in the IIP index have recorded a growth of 55.7% (y-o-y) and -3.4% (m-o-m) in
May 2021.

● Electricity output during the month recorded a growth of 7.5% compared with -14.9% in May
2020. However, output in this segment witnessed a monthly contraction of 7%. Output was
dampened by low commercial sector demand amid restrictions on manufacturing and
services activities imposed across states during the month of May. However, the downside
was capped by higher demand from the residential segment.

By Use-Based Classification
● All items based on the use-based classification have registered a year-on-year growth in May

2021.
● Capital goods production grew by a robust 85% in May 2021 against de growth of -70% in May

2020. The growth in this segment is purely on the back of a favourable base-effect and does
not capture a true picture of the investment scenario in the economy. The fall in capital goods
output by 20% over the previous month is reflective of low investment and low capacity
utilisation in the manufacturing sector.

● Consumer durables and consumer non-durables output grew by 98.2% and 0.8% respectively
on a year-on-year basis. Output in both the segments have slowed down by -27.7% and -3.7%
respectively on a month-on-month basis reflective of weak consumer demand.

● Primary goods output increased by 15.8% in May 2021 compared with -19.6% in the
corresponding month last year.

● Infrastructure and intermediate goods output registered a growth of 46.8% and 55.2%
respectively in May 2021. However, output in both segments witnessed a monthly contraction
i.e., infrastructure goods (-8.1%) and intermediate goods (-6.7%)

OUTLOOK

The strong industrial production in the first two months of FY22 have been driven by a low-base effect and hence
fail to capture a true picture of the industrial activity in the economy. Cooling off the second wave of coronavirus
and subsequent easing of lockdown restrictions in June will aid in strengthening the industrial performance over
the coming months. The PMI numbers for June show a definite decline in activity being less than 50 and it needs
to be seen if there is any recovery in July. While the states have opened up, it has not been uniform and while the
investment oriented industries look to do better, the consumer based industries will be tested given high inflation
and higher expenses on health which will affect spending power.
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IIP GROWTH IN THE PAST 6 MONTHS AT BASE 2011-12

SECTOR Dec’20 Jan’21 Feb’21 Mar’21 April’21 May’21
All Industries 2.2 -0.6 -3.2 24.1 134.4 29.3
Mining & Quarrying -3.0 -2.4 -4.4 5.9 37.1 23.3

Manufacturing 2.7 -0.9 -3.4 28.3 197.1 34.5
Electricity 5.1 5.5 0.1 22.5 38.5 7.5

Exports up 48.34% to $32.5 billion

OVERVIEW

The trade balance for June 2021 was estimated at USD (-) 9.37 Billion as against USD 0.79 Billion in June 2020,
which is a decline of (-) 1281.86 per cent. The deficit during June has increased as compared to May when it was
$6.28 billion.

EXPORTS

Exports in June 2021 were USD 32.50 Billion, as compared to USD 21.91 Billion in June 2020, exhibiting a growth
of 48.34 per cent. The commodities/commodity groups which have recorded positive growth during June 2021
against June 2020 are Other cereals (235.93%), Petroleum products (115.37%), Man-made yarn/fabs./made-ups
etc.(81.72%), Gems & jewellery (80.53%), Meat, dairy & poultry products (61.81%), Cotton yarn/fabs./made-ups,
handloom products etc.(56.88%), Handicra�s excl. handmade Carpet (55.1%), Plastic & Linoleum (53.8%),
Engineering goods (52.9%), Electronic goods (45.2%), Jute mfg. including floor covering (44.93%), Iron ore
(43.82%), Carpet (39.49%), Cereal preparations & miscellaneous processed items (38.64%), Ceramic products &
glassware (36.97%), Organic & inorganic chemicals (36.3%), Marine products (33.74%), Leather & leather products
(32.72%), Oil meals (28.16%), RMG of all textiles (24.67%), Mica, Coal & other ores, minerals including processed
minerals (24.17%), Coffee (12.82%), Tobacco (9.15%), Rice (8.81%), Fruits & Vegetables (8.26%) and Drugs &
pharmaceuticals (0.02%). The commodities/commodity groups which have recorded contraction during June
2021 vis-à-vis June 2020 are Oil seeds (-32.75%), Cashew (-24.45%), Tea (-18.54%) and Spices (- 11.31%).

Non-petroleum and Non-Gems and Jewellery exports in June 2021 were USD 25.65 Billion, as compared to USD
18.48 Billion in June 2020, registering a growth of 38.84 per cent.

IMPORTS

Imports in June 2021 were USD 41.87 Billion which is an increase of 98.31 per cent in Dollar terms over imports of
USD 21.11 Billion in June 2020. Major commodity groups of import showing degrowth in June 2021 over the
corresponding month of last year are Silver (-91.38%) Project goods (-12.49%).
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CRUDE OIL AND NON-OIL IMPORTS:

Oil imports in June 2021 were USD 10.68 Billion, which was 116.51 per cent higher in Dollar terms , compared to
USD 4.93 Billion in June 2020. Non-oil imports in June 2021 were estimated at USD 31.20 Billion which was 92.77
per cent higher in Dollar terms , compared to USD 16.18 Billion in June 2020. Non-Oil and Non-Gold imports were
USD 30.23 Billion in June 2021, recording a growth of 94.07 per cent, as compared to Non-Oil and Non-Gold
imports of USD 15.57 Billion in June 2020.
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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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