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Retail inflation eases in September

OVERVIEW

Retail inflation in India as measured by the
consumer price index (CPI) eased further to 4.35%
in September’21. It was 95 basis points (bps) lower
compared with 5.3% in August’21. The easing of
inflation during the month is primarily on account
of a high base effect (7.3% in September’20) and
very low food inflation. Retail inflation was
marginally higher by 0.18% over the previous
month. Since July’21, retail inflation has been
back within the RBI’s tolerance band of 4-6%, a�er
having spiked in the preceding two months.
Though price pressures have been building up in
the fuel and services component, lower prices in
the food & housing segments have helped contain
the overall inflation.

The year-on-year growth in core inflation which
constitutes the non-volatile components of the CPI
has witnessed a slight uptick to 5.9% in
September’21. This increase in core inflation can
be attributed to the strengthening price pressures
in the services component.

MOVEMENT IN MAJOR COMPONENTS OF CPI

● Food & Beverages inflation fell to a 29-month low of 1.61% in September’21 over a high base
of 9.8% in September’20. Deflationary trend in prices of vegetables continued for the 10th
successive month. Deflation in vegetable prices widened to 22.5% in September from -11.7%
in the previous month. However, the pick-up in vegetable prices has been masked by a
favourable base effect. Inflation in edible oil was 34.2% in September’21. India’s high
dependency on imports to meet its domestic requirements of edible oils and skyrocketing
prices in the international markets is a major cause of concern. Lower import duties and
imposition of stock limits on edible oils could temper price pressures to some extent. Inflation
in pulses fell to a 5-month low of 8.75% during the month over a fairly high base of 14.7% in
the same month of the previous year. Inflation in protein items like meat and fish (7.99%),
eggs (7.06%) has so�ened during the month while inflation in milk (3.13%) has risen.

● Housing inflation was at 3.58% in September’21 compared with 3.9% in the previous month



and 2.8% in the same month last year. Housing inflation has been range-bound within 3-4%
over the past 12 months.

● Fuel and light segment witnessed double-digit year-on-year price growth for the fi�h
successive month. Inflation in this component was at 13.6% during the month, higher than
12.95% in August’21 and 2.8% in September last year. The hike in prices of petrol and diesel is
likely to push inflation higher in this segment.

● Inflation in the miscellaneous component was at 6.38% compared with 6.4% in the previous
month and 6.9% in the corresponding month of the previous year. Higher prices in household
goods and services (5.9%), recreation and amusement (7.58%), transport and communication
(9.53%) and health (7.74%) have been pushing inflation in this component higher. Price
pressures in the health segment were strong at 7.74% during the month. Elevated inflation in
the health component continues to remain a cause of concern as it is likely to squeeze into
the overall household spending.

● Inflation in the transport and communication segment was at 9.53% in September’21, lower
than 10.2% in August’21 and 11.5% in September last year.

OUTLOOK

The Reserve Bank of India (RBI) at its fourth bi-monthly monetary policy meeting for FY22 concluded on 8th
October 2021, maintained the repo rate at a record low of 4% and continued with its accommodative policy
stance. RBI reiterated its emphasis on growth and economic revival. The FY22 retail inflation projection was
revised downwards to 5.3% from 5.7%. Going ahead, higher prices of edible oils, metals and crude oil in the
international markets is likely to pressure domestic retail inflation. The passthrough of high international oil
prices to the transport sector could indirectly impact other commodity prices. Food inflation is expected to be
benign on the back of deflation in vegetable prices, good kharif output and adequate buffer stock of food
grains. Retail inflation reading over the coming months could benefit from a helpful base and lower food
inflation.

RETAIL INFLATION FOR MAJOR ITEMS IN THE PAST 6 MONTHS

Group April’21 May’21 June’21 July’ 21 Aug’21 Sept’21

CPI 4.23 6.3 6.26 5.59 5.3 4.4
Food & beverages 2.7 5.2 5.6 4.5 3.8 1.6
Pan tobacco & intoxicants 9.0 10.0 4.0 4.7 4.0 4.2
Clothing & footwear 3.5 5.3 6.2 6.5 6.8 7.2
Housing 3.7 3.9 3.7 3.9 3.9 3.6
Fuel & lighting 7.9 11.6 12.7 12.4 13.0 13.6
Miscellaneous 6.2 7.3 7.3 6.7 6.4 6.4
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WPI at a 6-month low in September

OVERVIEW

In September’21, wholesale inflation fell
to a 6-month low of 10.7% compared with
11.4% in the previous month and 1.3% in
September last year. The cooling of both
wholesale as well as retail inflation is
indicative of easing price pressures in the
economy though this is driven mainly by
primary articles. Inflation in primary, fuel
& power segments have shown signs of
moderation, however sticky prices in the
manufacturing segment have kept
wholesale inflation at elevated levels.

Core WPI inflation remained stable at an
elevated 11.1% inSeptember2021.

KEY HIGHLIGHTS

● The inflation in primary articles decreased to 4.1% in Sepetmber’21 compared with 6.2% in
August’21 and 4.1% in Sepetember’20. Price pressures have been building up in the non-food
segment whereas deflation in the food segment has restricted the upside to inflation in
primary articles.

● Food prices fell for the second successive month, the deflation widened to 4.7% compared
with -1.3% in the previous month. This inflation figure comes over a fairly high base of 8.4% in
Sepetember’20.

● Inflation in cereals witnessed an uptick to 1.2% a�er witnessing persistent negative price
growth over the last 13 months. Sustained deflationary trend has been observed in paddy
(-1.8%). Wheat prices witnessed a sharp uptick to 4.5% as against deflation of 0.2% in the
previous month. - Inflation in Pulses was unchanged at 9.4% during the month, but it was
lower than 12.5% in the same month last year.

● Deflation in vegetable prices widened to 32.5% in September’21 compared with -13.3% in the
previous month. This deflation is primarily due to a high base of last year. Low supply due to
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uneven spells of monsoon and high transport cost amid rising fuel prices could pressure
vegetable prices over the coming months.

● Potato prices declined by 48.95% recording a fall in prices for the 9th successive month.
Onion prices declined sharply by 1.91% compared with 62.8% inflation in the previous
month.

● Inflation in non-food articles stood at 29.4% vis-à-vis deflation of 1.8% in September’20. This
is the 7th successive month of double-digit price growth in non-food articles.

● Fuel & power inflation moderated to 24.8% during the month compared with 26.1% inflation
in the previous month. This segment witnessed a deflation of 8.7% in September last year.
Inflation in this segment is likely to persist on account of escalating international crude oil
prices driven by recovery in demand, restrained supplies and the ongoing energy crisis. The
domestic fuel prices have been climbing up adding to the existing price pressures.

● Inflation in the manufactured products was stable at 11.4% in September 21 compared with
the previous month. Passthrough of rising input costs and firm pricing power of
manufacturers amid revival in demand could have contributed to elevated and sticky factory
gate prices of manufactured items. - Inflation in two major items of the manufacturing
segment i.e. basic metals and food products stood at 26.7% and 12.7% respectively.

● All 14 industries have recorded positive WPI growth with double-digit inflation witnessed in 7
out of 14 industries. Inflation in manufactured items has been driven by basic metals (26.7%),
textiles (16.8%), fabricated metal products, except machinery and equipment (15.3%),
chemical and chemical products (13.1%), rubber and plastics products (12.9%), food
products (12.7%), paper and paper products (11.6%).

OUTLOOK

Easing of inflation in the food and fuel items has helped lower the wholesale inflation reading for
September’21. However, hardening input costs and the ripple effect of escalating global crude oil prices could
pose an upside risk to the wholesale prices in the economy over the coming months. The current coal crisis has
potential to again push up inflation for non-food items category in primary articles as well as power and fuel
group. Good kharif output and adequate buffer stock of food grains are expected to keep food inflation low
offering some relief to the overall wholesale inflation.

WPI INFLATION FOR MAJOR ITEMS IN THE PAST 6 MONTHS

Group April’21 May’21 June’21 July’21 Aug’21 Sept’21
All COMMODITIES 10.74 13.11 12.07 11.57 11.39 10.66
PRIMARY ARTICLES 9.94 9.4 8.59 6.34 6.2 4.1
FOOD ARTICLES 4.6 4.24 3.28 0.12 -1.29 -4.69
NON FOOD ARTICLES 15.58 18.37 18.63 22.94 28.76 29.4

FUEL & POWER 21.27 36.74 29.32 27.01 26.09 24.81
MANUFACTURED PRODUCTS 9.44 11.25 10.96 11.46 11.39 11.41
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IIP grows in August

OVERVIEW
Industrial production grew by 11.9% in
August’21, slightly higher than 11.5% YoY growth
in July’21. Reversing the trend of previous two
months, sequential momentum in IIP receded
by 0.2% MoM in August’21. All sectors witnessed
a y-o-y improvement in August 2021 growth due
to a combination of improved demand
conditions as well as the negative base last year.
However, sequentially only electricity registered
positive growth while manufacturing and
mining contracted. Amongst use-based
categories, infrastructure and consumer
non-durables registered positive sequential
growth while other categories contracted driving
the overall production index lower on MoM
basis.

KEY HIGHLIGHTS

Sectoral classification
● As indicated by the data, the IIP index seems to have nearly recovered to August’19 levels.

However, the recovery has been uneven across the sectors. While electricity and mining were
much above the August’19 corresponding levels, manufacturing just about reached the
pre-pandemic level in August’21 clocking a growth of 1.4%.

● Mining activity was subdued in August’21, sequentially contracting for the third consecutive
month by 0.8% typically due to the monsoon season led disruptions in mining activities.

● Manufacturing in the industrial output index also contracted by 0.5% on a month-on-month
basis. On a YoY basis, the sector grew by 9.7% against a contraction of 7.6% last year. Within
manufacturing only three categories witnessed contraction (YoY) which are electronics, other
transport and furniture. These were the better performing sectors last year.

● Electricity output recorded an uptick of 2.2% on a month-on-month basis reflective of higher
demand and rising power consumption by industries.
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Use Base classification
● Barring consumer durables, all other use-based categories rebounded above the pre-Covid

levels. Sequentially only infrastructure and consumer non-durables segments have recorded
positive growth.

● Capital goods, which is a proxy for investment, rose 19.9% from a year before in August and
surpassed the pre pandemic level. The recent government initiatives on production linked
subsidies and capex focus are expected to provide much-needed impetus in coming months.

● The consumer durables segment witnessed a growth of 8% from a year before aided by the
base effect. Sequentially, it contracted by 0.3% in August’21 and still trailed the pre-pandemic
level by 3%. Going forward, festive season demand is expected to boost the production in this
segment.

● The production in consumer non-durable segment grew by 5.2% compared with 3.1%
degrowth in the corresponding month of the previous year. This segment also registered a
positive sequential growth and has reached the pre pandemic level of August 2019.

● Infrastructure, intermediate and primary goods output grew YoY during the current month
aided by a low base-effect of last year. Output of primary goods expanded by 17% followed by
infrastructure/construction goods (11.1%) and intermediate goods (10.3%).

OUTLOOK

Data on industrial production shows that the industrial activity has surpassed/reached pre-covid levels in
August 2021. However, the double-digit growth compared to last year’s level is mostly indicative of the
statistical effect rather than the actual state of the economy and should be interpreted with caution. From
September onwards the base effect will normalise resulting in lower growth number. Therefore, a single-digit
year-on-year IIP growth is expected for the next two months.

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

SECTOR Mar’21 April’21 May’21 June’21 July’21 Aug’21
All Industries 24.2 134.4 27.6 13.6 11.5 11.9
Mining & Quarrying 6.1 37.1 23.6 23.1 19.5 23.6

Manufacturing 28.4 197.1 32.1 13.0 10.5 9.7
Electricity 22.5 38.5 7.5 8.3 11.1 16
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Trade deficit for September widens sharply
OVERVIEW

The country's merchandise trade deficit, the gap between imports and exports, widened to a record $22.6
billion in September 2021,which is the highest level in at least 14 years. Sequentially in August’21 the trade
deficit was at $13.81 billion.

EXPORTS

Exports in September 2021 were USD 33.79 Billion, as compared to USD 27.56 Billion in September 2020,
exhibiting a positive growth of 22.63%.

The commodities/commodity groups which have recorded positive growth during September 2021 vis-à-vis
September 2020 are Coffee (62.55%), Cashew (49.4%), Petroleum products (47.91%), Cotton
yarn/fabs./made-ups, handloom products etc. (40.5%), Engineering goods (36.83%), Organic & inorganic
chemicals (29.65%), Man-made yarn/fabs./made-ups etc. (26.49%), Electronic goods (26.33%), Other cereals
(21.18%), Fruits & vegetables (21.13%), Gems & jewellery (19.71%), Plastic & Linoleum (18.61%), Jute mfg.
including floor covering (16.04%), Marine products (12.67%), RMG of all textiles (9.24%), Mica, Coal & other ores,
minerals including processed minerals (8.82%), Leather & leather products (7.41%), Cereal preparations &
miscellaneous processed items (5.64%), Rice (5.62%), Carpet (4.42%), Tea (3.2%) and Handicra�s excl. hand
made Carpet (2.29%).

The commodities/commodity groups which have recorded de-growth during September 2021 vis-à-vis
September 2020 are Iron ore (-72.77%), Oil meals (-39.05%), Oil seeds (-26.77%), Tobacco (-16.31%), Ceramic
products & glassware (-14.15%), Spices (-13.56%), Meat, dairy & poultry products (-10.77%) and Drugs &
pharmaceuticals (-8.45%).

Non-petroleum and Non-Gems and Jewellery exports in September 2021 were USD 25.34 Billion, as compared
to USD 21.33 Billion in September 2020, registering a positive growth of 18.82%.

IMPORTS

Imports in September 2021 were USD 56.39 Billion, which is an increase of 84.77% in Dollar terms over imports
of USD 30.52 Billion in September 2020.

Imports in September 2021 have registered a positive growth of 49.59 % in Dollar terms and 54.27 % in Rupee
terms in comparison to September 2019. Major commodity group of import showing de-growth in September
2021 over the corresponding month of last year isProject Goods (-47.30%).

CRUDE OIL AND NON-OIL IMPORTS:

Oil imports in September 2021 were USD 17.44 Billion, which was 199.27 % higher in Dollar terms compared to
USD 5.83 Billion in September 2020. In this connection it is mentioned that the global Brent price ($/bbl) has
increased by 81.55% in September 2021 vis-à-vis September 2020 as per data available from World Bank.
Non-oil imports in September 2021 were estimated at USD 38.95 Billion which was 57.75% higher in Dollar
terms, compared to USD 24.69 Billion in September 2020. Non-Oil and Non-Gold imports were USD 33.84 Billion

________________________________________________________________________________

17.10.21



in September 2021, recording a positive growth of 40.45%, as compared to Non-Oil and Non-Gold imports of
USD 24.09 Billion in September 2020.
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