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Retail inflation eases to 7.04%
Price rise in vegetables surges to 18.3%;

urban food inflation accelerates to 8.2%
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India’s retail inflation eased marginally to 7.04% in May

from the nearly eight-year high of 7.79% in April, reflecting

a persistent uptick of over 6% in prices paid by

consumers for the fifth successive month. Inflation faced

by rural consumers fell to 7.01% in May from 8.38% in

April, but for households in urban areas, the pace of price

rise was virtually flat month-on-month, moving from 7.09%

in April to 7.08% in May. Food price inflation, which had hit

a 17-month high of 8.31% in April, eased a little to 7.97% in

May, thanks to a decline in rural food inflation to 7.76%

from 8.5%. However, the Consumer Food Price Index

surged for urban India to 8.2% in May from 8.09% in April.

A sharp rise in tomato prices, along with hardening potato

prices, raised the inflation in vegetables, even as wheat

and rice prices climbed to keep cereals inflation elevated.
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CARE Ratings said food remained the main inflation

driver, with a nearly 50% contribution. Economists

attributed the mild moderation in the retail inflation

rate to base effects (May 2021 had recorded high

inflation at 6.3%), as well as the lowering of excise

duties on fuel products by the Centre on May 21,

which could be fully reflected in June’s inflation print.

With inflation staying firmly above its tolerance

threshold of 6% since January 2022, the Reserve Bank

of India (RBI) has raised key interest rates by 90 basis

points since April, and has projected an average

inflation rate of 7.5% for the first quarter of 2022-23.

One basis point equals 0.01%. The RBI’s estimate for

the April to June quarter may turn out to be an

overestimate unless inflation surges sharply in June.
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However, the double whammy of the rise in crude oil

prices and the Indian rupee’s depreciation poses

upside risks to the June 2022 retail inflation print,

ICRA chief economist Aditi Nayar cautioned.

The rupee closed at an all time low, while global crude

prices remain high amid the conflict between Russia

and Ukraine. Inflation is expected to hover in the

6.75%-7% range in June, reckoned Bank of Baroda

chief economist Madan Sabnavis, noting that the price

rise was high in all segments except housing.
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