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IIP, CPI

‘Inflation surpasses RBI’s comfort target level’ Jun 15‘  2021

Economy Update

▪ CPI inflation rose to 6-month high of 6.3% in May v/s 4.2% in Apr
▪ Inflation in May came higher than market estimate driven by high fuel and

core items prices
▪ Fuel inflation rose to 11.6% in May v/s 8.0% in Apr
▪ Food inflation rose to 5.0% in May (2.0% in Apr) driven by high prices of

fruits and pulses
▪ Core inflation rose to 6.6% in May compared to 5.2% in Apr
▪ IIP recorded high production growth in Apr driven by low base
▪ Industrial production impacted severely in Apr 2020 as the country was

under strict lockdown

Inflation rises to 6.3% in May on high fuel, core items’ prices
CPI inflation rose to 6-month high of 6.3% in May v/s 4.2% in Apr due to high fuel
cost and shot up of core items prices. Fuel inflation rose to 11.6% in May (8.0% in
Apr) due to high petrol/diesel prices in the country. Driven by high fuel prices,
inflation in transport segment rose by 12.4% during the reported month. Further,
pick in some food items prices also exert upward pressure to headline number. CFPI
rose to 5.0% in May (2.0% in Apr) led by rise in prices of fruits, pulses and vegetables
due to supply side issues driven by localised lockdown and also because of low base.
Inflation in key items include fruits (12% in May v/s 9.7% in Apr), pulses (9.4% in May
v/s 7.5% in Apr), vegetables (-1.9% in May v/s -14.5% in Apr), housing (3.9% in May
v/s -3.7% in Apr) and clothing & footwear (5.3% in May v/s 3.5% in Apr).

CPI inflation at 6.3% in May came above the market estimate and even surpass the
RBI’s target band of 2-6%. Fuel prices have been hovering at elevated level which in
turn also putting upward pressure on core items prices. Some food items prices also
rose in May driven by low base and supply side restrictions due to localised lockdown.
With the phased unlocking of states, CPI inflation to ease in coming month. In its
latest monetary policy meet, the RBI forecasted CPI inflation at 5.1% in FY22: 5.2% in
Q1 (earlier estimate of 5.2%); 5.4% in Q2 (from earlier estimate of 5.2%); 4.7% in Q3
(earlier estimate of 4.4%) and 5.3% in Q4 (from earlier estimate of 5.1%).

IIP records high production growth in Apr driven by favorable base
Industrial production rose by 134.4% in Apr as the country was under strict lockdown
in the same month of year ago period. Nationwide lockdown was imposed last year
to curb the first wave of Covid-19 which led temporary close down of most of the
manufacturing facilities. Most of the units recorded nil production thereby making
index comparison on yearly and monthly basis inadequate.

IIP growth calculated at 134% in Apr due to low base effect, however if we compare
with Apr 19 index, the growth remained flat which indicates the adverse impact of
second covid wave on economic activity. Though, second Covid wave is likely to
further weigh on economic activity in May, the impact is likely to remain restricted
due to implementation of localised lockdown instead of nationwide lockdown.
Meanwhile, output growth to pick up in Jun as most of the states has started
unlocking process with the decline in Covid cases in their respected regions.
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CPI Inflation Trend
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Food inflation

CFPI

Particulars Mining Manufacturing Electricity IIP

Feb'21 -4.4% -3.7% 0.1% -3.4%

Mar'21 5.9% 28.3% 22.5% 24.1%

Apr'21 37.1% 197.1% 38.5% 134.4%



2© CHOICE INSTITUTIONAL RESEARCH

Economy Update

Snapshot of CPI Inflation

% (YoY) May'21 Apr'21 Mar'21 Feb'21 Jan'21 Comments

Food, beverages 5.2% 2.6% 5.2% 4.3% 2.7% Inflation in food shot  up in May

Cereals and products -1.4% -3.0% -0.7% -0.4% 0.1%

Pulses and products 9.4% 7.5% 13.3% 12.6% 13.3% Pulses prices rose, while inflation trend remained at elevated level

Meat and Fish 9.0% 16.7% 15.1% 11.5% 12.5%

Milk and milk products 0.6% -0.1% 2.2% 2.6% 2.7%

Fruits 12.0% 9.7% 7.9% 6.0% 5.0%

Vegetables -1.9% -14.5% -5.0% -6.3% -15.8% Vegetables prices continued in deflationary trend 

Non-alcoholic beverages 15.1% 15.2% 14.4% 13.9% 13.2%

Sugar and Confectionary -1.4% -6.0% -0.5% -0.7% -0.3% Sugar prices  remained in contraction territory

Clothing and footwear 5.3% 3.5% 4.4% 4.2% 3.8%

Housing 3.9% 3.7% 3.5% 3.2% 3.3%

Fuel and light 11.6% 8.0% 4.4% 3.5% 3.9% Fuel inflation climbed due to high crude oil prices

Pan, tobc. and intoxicants 10.0% 9.0% 9.9% 10.7% 10.9%

CPI 6.3% 4.2% 5.5% 5.0% 4.1% CPI  inflation went above the RBI’s target range

CFPI 5.0% 2.0% 4.9% 3.9% 1.9%

YoY Sectoral Performance Use-Based Classification

IIP Mining Manufacturing Electricity Basic Capital Intermediate Infrastructure Durables Non-Durables

Index Weight 100% 14.4% 77.6% 8.0% 34.0% 8.2% 17.2% 12.3% 12.8% 15.3%

Apr’21 134.4% 37.1% 197.1% 38.5% 37.1% 1,077.1% 209.2% 564.0% 1,943.6% 95.7%

Mar’21 24.1% 5.9% 28.3% 22.5% 7.8% 48.3% 23.2% 34.9% 55.0% 31.2%

Apr’20 -57.3% -26.9% -66.6% -22.9% -4.0% -92.7% -18.6% -85.0% -95.7% -48.1%

Cumulative Growth

FY21 -8.4% -7.8% -9.6% -0.5% -7.0% -18.8% -9.4% -8.7% -15.2% -2.1%

FY20 -0.8% 1.6% -1.4% 1.0% 0.7% -13.9% 9.1% -3.6% -8.7% -0.1%

Source: Choice Broking Research
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Urban, rural and CFPI inflation 
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Disclaimer

This is solely for information of clients of Choice Broking and does not construe to be an investment advice. It is also not intended as an offer or solicitation
for the purchase and sale of any financial instruments. Any action taken by you on the basis of the information contained herein is your responsibility alone

and Choice Broking its subsidiaries or its employees or associates will not be liable in any manner for the consequences of such action taken by you. We have
exercised due diligence in checking the correctness and authenticity of the information contained in this recommendation, but Choice Broking or any of its
subsidiaries or associates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in

the information contained in this recommendation or any action taken on basis of this information. This report is based on the fundamental analysis with a
view to forecast future price. The Research analysts for this report certifies that all of the views expressed in this report accurately reflect his or her personal
views about the subject company or companies and its or their securities, and no part of his or her compensation was, is or will be, directly or indirectly

related to specific recommendations or views expressed in this report. Choice Broking has based this document on information obtained from sources it
believes to be reliable but which it has not independently verified; Choice Broking makes no guarantee, representation or warranty and accepts no
responsibility or liability as to its accuracy or completeness. The opinions contained within the report are based upon publicly available information at the

time of publication and are subject to change without notice. The information and any disclosures provided herein are in summary form and have been
prepared for informational purposes. The recommendations and suggested price levels are intended purely for stock market investment purposes. The
recommendations are valid for the day of the report and will remain valid till the target period. The information and any disclosures provided herein may be

considered confidential. Any use, distribution, modification, copying, forwarding or disclosure by any person is strictly prohibited. The information and any
disclosures provided herein do not constitute a solicitation or offer to purchase or sell any security or other financial product or instrument. The current
performance may be unaudited. Past performance does not guarantee future returns. There can be no assurance that investments will achieve any targeted

rates of return, and there is no guarantee against the loss of your entire investment. POTENTIAL CONFLICT OF INTEREST DISCLOSURE (as on date of report)
Disclosure of interest statement – • Analyst interest of the stock /Instrument(s): - No. • Firm interest of the stock / Instrument (s): - No.
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