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Price parts path—again
WPI inflation swings past CPI inflation

Note: Wholesale Price Index (WPI)-based inflation has 2012 as the base year, while Consumer Price Index (CPI) inflation is as per the revised 2024 base  
Source: Ministry of Statistics and Programme Implementation, Office of Economic Adviser, CEIC, Crisil 

Divergence between WPI and CPI 

•	 The dichotomy between inflation based on WPI and 
CPI is not new. CPI inflation has always been in the 
positive zone unlike WPI, which tends to swing between 
inflation and deflation, causing divergence between the 
two. Data for the past 15 fiscals shows divergence in 
2015-16 and 2020 on account of the pandemic

•	 In April 2026, WPI-based inflation (at 8.3%) decisively 
surpassed a benign CPI, which printed 3.5%, hit by the 
West Asia conflict. The upside risk to inflation from 
the conflict is yet to materially reflect in CPI. Between 
March and April, CPI inflation moved gradually to 3.48% 
from 3.40%, while WPI inflation spiked to 8.3% from 
3.9%, reflecting higher input and energy costs

•	 Inflation based on the WPI has historically been more 
volatile than CPI inflation. Over fiscals 2017-2026, the 

volatility of WPI, measured by standard deviation, was 
almost three times higher than that of CPI 

 
What caused the divergence 

•	 WPI and CPI cover different markets. WPI captures 
the movement of prices in wholesale markets and 
reflects the economy’s production structure, while CPI 
measures what consumers pay for goods and services

•	 There is a difference in the composition and weightage 
of the two indices. WPI excludes the services sector, 
which constitutes over 50% of the economy, while CPI 
covers goods and services

•	 WPI is directly affected by global commodity shocks 
compared with CPI. The current spike in WPI is directly 
linked to the West Asia conflict, with commodities and 
production processes impacted
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WPI inflation rate (%) Feb-26 Mar-26 Apr-26

Minerals 11.5 3.2 12.1

Crude petroleum -1.3 51.6 88.1

Natural gas -4.7 3.9 24.9

Liquefied petroleum gas -4.6 -1.5 10.9

Furnace oil -15.5 9.7 74.2

Manufacture of vegetable and animal oils and fats 0.4 1.7 4.4

Manufacture of basic chemicals 3.4 4.0 7.8

Manufacture of fertilisers and nitrogen compounds 1.3 2.6 3.6

Manufacture of paint, varnishes and similar coatings -0.3 0.1 2.2

Manufacture of plastics and synthetic rubber in primary form -0.3 1.8 8.8

Manufacture of polyester chips or polyethylene terephthalate chips -4.5 5.5 16.7

Manufacture of rubber and plastic products -0.2 1.0 2.1

Manufacture of other non-metallic mineral products (glass and ceramic) 0.5 1.3 2.3

Manufacture of basic metals 4.9 4.0 7.0

Source: Office of Economic Adviser, Crisil

Rising WPI hints at higher retail inflation 

•	 The divergence between the two indices will continue, 
with WPI inflation printing higher than CPI in the current 
fiscal, in sharp contrast to the last fiscal

•	 Higher wholesale inflation is known to transmit to retail 
inflation. Empirical analysis cited in the minutes of the 
Monetary Policy Committee meeting of February 2021 
suggests that while the pass-through from a 1% change 
in WPI inflation in non-food manufactured products to 
CPI inflation in core goods is likely to be ~0.20%, it is 
much lesser for overall CPI core inflation and even lesser 
for headline CPI inflation. However, this pass-through is 
time-varying and depends on the output gap. Non-food 
manufactured inflation in April jumped to 5.0% from 
3.7% in March

•	 We expect retail inflation to print higher at 5.1% in the 
current fiscal compared with 2% last fiscal on account 
of the following:  

	− 	Rising WPI inflation means higher input costs 
for industry. This puts pressure on the margins of 
companies. Faced with significant rise in input 
costs, companies will start passing the same to 
end-consumers (WPI to CPI transmission) to avoid 
excessive pressure on margins

	− Persistently high global crude oil prices make pass-
through to domestic cooking and transportation fuel 
prices an imperative. The government has raised the 
cost of petrol, diesel and compressed natural gas

	− A depreciating rupee also adds to the cost of 
imported inputs

	− Food inflation can face pressure from disrupted 
agricultural production due to heatwaves and an 
expected below-normal monsoon driven by El Niño 
conditions

	− Statistical low-base effect, given retail inflation was 
2.0% in fiscal 2026
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