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CPI Inflation edges up to 2.86% in
March 2019 .…
Inflation, measured by y-o-y change in the Consumer
Prices Index (CPI), rose to 2.86% in March 2019, the
second consecutive rise in 2019 after touching a 19-month
low of 1.97% in January 2019. An upturn in food inflation
coupled with marginal increase in inflation in the fuel group
led 29 bps increase in the CPI inflation in March. With this,
the average inflation for 2018-19 stood at 3.4% as
compared to 3.6% during 2017-18.
As against RBI’s forecast of 2.4%, inflation outcomes
averaged 2.5% for Q4 2018-19. CPI inflation remained
well below the RBI MPC’s medium term target of 4% in
March 2019 as well, and within the deviation of +/- 2%
during the fiscal 2018-19.
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The rise in inflation in March 2019 was largely driven by
reversal in food inflation trend. After a span of five months,
Consumer Food Price Inflation (CFPI) turned positive to
0.3% in March from -0.73% in February. This portrays
bottoming out of food inflation. The higher weightage on
food items in the CPI basket continues to drive the low
inflation in 2018-19, thus, reversal in the trend certainly
have a significant impact on overall Inflation.
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CPI core inflation (excluding food and fuel), which
remained consistently well above the 5% level
throughout 2018-19, came in at 5% in March and
helped to restrict additional upward bias to headline
inflation to some extent.

2. Pan, tobacco and intoxicants
Inflation rate fell to a record low of 4.6% in Pan,
tobacco and intoxicants group. A decline in demand
particularly in urban area led the sustained fall in the
prices for discretionary items.
3. Clothing and footwear
Clothing and footwear inflation also witnessed a
moderation of 10 bps over the month at 2.6% in March
2019. Declining rural demand for clothing and
footwear (1.28% rural inflation in March) hints at low
purchasing power of the rural households compared to
urban households.
4. Housing
Housing inflation fell to 20-month low levels at 4.93%
in March 2019. This is 20 bps lower compared to
previous month and 340 bps lower than March 2018.
The current level of housing inflation was witnessed in
July 2017 (4.91%) when the Centre implemented 7th
Pay commission. The recent moderation in housing
inflation can be attributed to ebbing impact of HRA.
5. Fuel and Light

CPI Inflation: Group wise (Refer Table in Page 3)
1. Food and beverages: Inflation in this component of
CPI turned positive in March reporting 0.66% increase
after remaining negative since October 2018. The
reversal in trend was mainly due to rise in the inflation
of ‘meat and fish’ which increased by 6.55% in March
compared to 5.92% in February and 3.31% in March
2018.
Inflation in ‘Cereals and products’ stood at 1.25% as in
February 2019 (from 8.2%). Pulses inflation, despite
moderation, still remains negative at -2.25% as
against -3.82% in February 2019. Disinflation in ‘fruits’
and ‘vegetables’ continued, with the prices of fruits
contracting further (-5.9%) in March 2019. With the
setting in of summer season, fruits and vegetable
prices are expected to rise in the coming months.
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Inflation rate in Fuel and light group doubled to 2.4% in
March compared to 1.2% in the previous month. Still,
the March 2019 inflation is much lower compared to
5.7% inflation a year ago. The underlying volatility in
global crude oil prices continued to play spoilsport.
Production cuts by OPEC and disruption in supplies
resulted spike in international crude oil prices.
Consequently, domestic LPG prices, diesel and other
fuel prices witnessed sharp increase in March.
6. Miscellaneous
Inflation in miscellaneous items touched 6-month low
of 5.7% in March, still remained 152 bps higher
compared to March 2018. Moderation in the prices of
‘Personal care and effects’, ‘education’ and ‘household
goods and services’ supported the fall in
miscellaneous inflation.
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RBI’s forecast on Inflation
 As per RBI’s March 2019 round of the Inflation
Expectations Survey of Households, the three
months ahead and one year ahead median
inflation expectations of households dropped
by 40 basis points (bps). This shows inflation
expectations of households as well as input
and output price expectations of producers
have further moderated.
 As per RBI’s Survey of Professional
Forecasters (SPF), CPI inflation is expected to
increase gradually to reach 4.2% by Q4:201920. Annual median forecast of CPI inflation at
3.7% for 2019-20 as against 3.4% forecast for
2018-19. Core inflation expected to ease in
2019-20 at 4.9% as against 5.8% forecasted
for 2018-19 by SPF.
 In the April Monetary policy review, RBI MPC
revised downwards the inflation to 2.4% in
Q4:2018-19 (2.8% in the previous meeting),
2.9-3.0% in H1:2019-20 (3.2-3.4%in the
previous meeting) and 3.5-3.8% in H2:2019-20
(3.9% for Q3:2019-20 in the previous meeting),
with risks broadly balanced.
BWR View
Lower than expected core inflation cushioned headline
inflation in March, but still remains sticky at 5%. The
outlook for oil prices also continues to be hazy. Inching
up food inflation will have a bearing on inflation
outlook. In addition, recent increases in minimum
wage rates by the government may spur consumer
demand and thereby push inflation. Just announced
the Indian Meteorological Department’s forecast of
near normal monsoon in 2019 is expected to mitigate
the adverse effects.
Taking into account all these factors, BWR expects
CPI inflation in 2019-20 to pick up, but to remain within
RBI’s medium-term target of 4% (band of +/- 2%).
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DISCLAIMER
This publication is being circulated and is meant for the recipient of this communication only for their information and knowledge sharing purposes only , on the
condition and understanding that the information, comments, views, reports, opinions etc exhibited in the newsletter are merely for guidance and reference of the
readers and no other commercial purposes and must not be taken as having the authority of, or being binding in any way on Brickwork Ratings (BWR) or its affiliates,
as it does not owe any responsibility whatsoever for any disputes, loss, damage, or distress to any person, whether or not an employee or any official/unofficial
recipient of this publication. The opinion, if any, expressed in this newsletter are of the authors’ and does not necessarily represent the opinion of BWR. BWR and its
affiliates has taken due care and caution in compilation of the data displayed in this publication and the same has been obtained by BWR and its affiliates from
various sources which they consider reliable. BWR and its affiliates are not responsible for the authenticity, reliability and integrity of the data. Please also be aware
that since the factual information displayed here is pooled from various sources, thus BWR and its affiliates owes no liability under any circumstances for any
intellectual property issues, errors, omissions, misprint or any other act of whatsoever nature. With respect to the forward looking statements included in this
Information , that contain words or phrases such as “will”, “aim”, “will likely result”, “believe”, “expect”, “will continue”, “anticipate”, “estimate”, “intend”, “plan”,
“contemplate”, “seek to”, “future”, “objective”, “goal”, “project”, “should”, “will pursue” and similar expressions, words or variations of such expressions and words
that are “forward looking statements” or which culminate directly or indirectly into “forward-looking statements”, all such forward-looking statements are subject
to risks, uncertainties and assumptions that could cause actual results to differ materially from those contemplated by the relevant forward-looking statement.
Various factors could cause actual results to differ materially from our expectations. By their nature, certain risk disclosures are only estimates and could be
materially different from what actually occurs in the future. As a result, actual future gains or losses could materially differ from those that have been estimated.
BWR and its affiliates has no financial liability whatsoever to any person whether or not relying on the said information for any purpose. The readers/users of this
publication will use the information at their own risk. Despite all the care taken, errors or omissions may have crept inadvertently into this publication. The
management shall be obliged if any such error or omission is brought to their notice for the possible correction. However, BWR and its affiliates owe no liability
under any circumstances for any errors, omissions, misprint or any other act of whatsoever nature. No part (or as a whole) of this publication can be reproduced or
transmitted in any form including but not limited to oral, written, graphical etc. or by any means, without the prior written consent of BWR. All disputes are subject
to the jurisdiction of the competent courts of Mumbai.
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