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Food lifts CPI, industrial 

activity buoyant 

December 2023 

Food lifts CPI, non-food continues to soften 

Inflation based on the Consumer Price Index (CPI) rose to 5.6% in November from 4.9% in October, driven by a 

jump in the prices of vegetables, fruits, sugar and pulses that lifted food inflation to 8.7% from 6.6% in October. A 

low-base effect also came into play. On the other hand, non-food CPI softened further. 

Higher food prices come back to haunt: This fiscal, India has seen two vegetable price shocks in the first nine 

months. While the first vegetable price shock was due to tomato, ginger and brinjal turning dearer, this time it was 

onion, garlic and tomato. The recurring flare-ups are a reminder that as long as food prices remain high and 

volatile, they will continue to influence headline inflation and subsequently, the monetary policy. In recent years, 

most of the volatility in food inflation has stemmed from vegetable prices where focused policy actions can help 

tame swings. In our October Insight1, we had highlighted how: 

1. Vegetable inflation in India has been trending up, with more frequent price spikes in recent years 

2. Demand for vegetables has outpaced supply keeping prices high  

3. Unfavourable risk-reward dynamics and price uncertainty also disincentivise vegetable growers 

An existing demand-supply gap magnified by weather vagaries could cause recurring vegetable price shocks. 

Meanwhile, food prices have been a concern this fiscal given the unfavourable weather and patchy rains and lower 

reservoir levels to water the rabi crops. The upward pressure on prices is due to the delayed arrival of kharif crops 

and slower rabi sowing so far2 for crops like wheat and pulses which are witnessing double-digit inflation. An 

adverse base effect will add a statistical lift to inflation for the next one or two months, but a catch-up in rabi sowing 

and the arrival of kharif crops could provide relief. Fingers crossed on the weather factor though as reservoir levels 

remain low. 

Non-food inflation still declining: The non-food CPI inflation remained supportive. A sharper fall in fuel inflation 

— thanks to lower oil prices (on-year and on-month) and reduced retail prices of liquefied petroleum gas (LPG) 

pulled down the non-food CPI gauge sharply. Core inflation at 4.1%, continues to reflect the impact of lower input 

costs in general and some softening of domestic demand, compared with the previous quarters. Steadily softening 

core inflation — the stickier part of inflation — since July, has been a relief to monetary policy. To be sure, non-food 

inflation is currently below 4%, implying that food inflation is the culprit. 

We expect the Reserve Bank of India (RBI) to closely monitor inflation as it remains above the Monetary Policy 

Committee’s (MPC) long-term target of 4%. In our base case, we expect CPI inflation to average 5.5% this fiscal, 

and foresee the RBI holding interest rates steady for the remainder of this fiscal. While softening core inflation 

rules out the possibility of a rate hike, high food prices and ‘higher for longer’ stance of the western central banks 

will not permit an early rate cut. 

 
1 https://www.crisil.com/en/home/our-analysis/views-and-commentaries/2023/10/not-on-top-of-it.html 

2 As on December 8, 2023, rabi sowing was 2.7% below 2022 level for the same period with sowing for pulses down 8.4%, coarse cereals 2%, wheat 0.9% and 

oilseeds up 1%. 

https://www.crisil.com/en/home/our-analysis/views-and-commentaries/2023/10/not-on-top-of-it.html
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Key data points in November 

• CPI inflation hardened to 5.6% from 4.9% in October 

• Food inflation accelerated to 8.7% from 6.6% led by vegetables and pulses 

• Fuel3 inflation declined to -0.8% from -0.4% 

• Core CPI4 inflation eased to 4.1% from 4.2% 

 

Food inflation jumps sharply  

• Vegetables inflation jumped to 17.7% from 2.8% in October driven by a sharp sequential rise in the prices 
of tomatoes and onions. An adverse base effect also contributed to the rise as vegetables inflation fell 
sharply in November 2022 (-8.1% from 7.8% in October 2022). Inflation in onions surged to 86.5% from 
42.4%, hardening for the eight straight month. The government recently restricted the export of onions till 
March 2024 to control onion inflation. Inflation in tomatoes also jumped to 11.4% from -43.9%. It hardened 
in non-tomatoes, onions, potatoes (TOP5) vegetables to 13.5% from 10.4% in October 

• While inflation in fruits touched double digits in November, hardening to 11% from 9.3% in October., the 
price rise in bananas (16.5% vs 10.4%) and apples (33.8% vs 28.7%), which have the highest weights 
among fruits, drove fruits inflation 

• With inflation in pulses accelerating to 20.2% from 18.8%, it hardened in arhar (42.4% vs 40.9%) and 
moong (13.3% vs 12.8%) and was benign at 0.1% in masur  

• Inflation in cereals eased to 10.3% from 10.7%, driven by cooling inflation in wheat by non-public 
distribution system (PDS) sources (6.4% vs 7.6%) while it hardened 20 bps to 11.8% in rice by non-PDS 
sources 

• Inflation in milk continued to ease to 5.7% from 6.4% 

• Inflation in sugar hardened to 6.6% from 5.5% as global prices remain high. This prompted government to 

impose curbs on sugar exports and use of sugarcane juice and syrup for ethanol production. 

 
  

Fuel inflation declines further 

• Fuel inflation declined further to -0.8% from -0.4% the previous month driven by softening inflation in LPG 
(-12.9% vs -12.7%) and fire and woodchips (2.6% vs 3%)  

• On the other hand, inflation hardened marginally in electricity (10.5% vs 10.4%)  

• Inflation in kerosene by PDS sources (-15.3% vs -12.6%) eased, while it rose for kerosene by non-PDS 
sources (17.5% vs 17.1%) 

 

Core inflation eases a touch  

• Core inflation eased 10 bps to 4.1% in November  

• Inflation eased in several sub-categories, including health (5.5% vs 5.9%), education (5% vs 5.1%), 
housing (3.6% vs 3.8%), clothing and footwear (3.9% vs 4.3%). 

• Transport and communication saw inflation harden marginally (2.1% vs 2%), primarily due to hike in bus 
and tram fares (2% vs 1.9%) 

• Inflation remained unchanged at 7.8% in the personal care and effects category. It accelerated in gold 
(17.6% vs 16.5%), while easing in silver (19.1% vs 20.3%) 

• Services inflation eased to 3.9% from 4%, led by softening inflation in rent (3.6% vs 3.7%) 
 

 
3 Refers to CPI fuel and light. 
4 CPI excluding food and beverages and fuel and light. 
5 Tomato, onion, potato 
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High food prices pinch the poorest segment in urban and rural India in November 

The burden of inflation varies across income groups, as the share of spending on food, fuel and core 

categories differs across classes. Essential items such as food and fuel occupy a greater share in the 

consumption basket of lower income classes. 

 

Inflation in November affected different income groups in urban and rural areas as follows: 

• Since food inflation surged in November, the poorest segment in both urban and rural areas faced 

the highest inflation burden 

• The top segment in urban areas faced the lowest burden since their consumption basket has the 

highest share of core items and the lowest share of food  

 

CPI inflation across income classes (% on-year) 

Income segment 
November 2023 

Rural Urban 

Top 20% 5.7 5.2 

Middle 60% 5.9 5.7 

Bottom 20% 5.9 5.9 

Note: Using data from the National Sample Survey Organisation (NSSO), CRISIL has mapped expenditure baskets of three broad 

income groups – bottom 20%, middle 60% and upper 20% of the population – with November inflation trends. The table above presents 

the average inflation faced by each income class. 

Source: NSSO, National Statistical Office, CEIC, CRISIL 

 

 

IIP rides on festive cheer 

Industrial output, measured by the Index of Industrial Production (IIP), rose 11.7% on-year in October from 6.2% in 

the previous month. This is the highest growth recorded since June 2022 in line with our forecast. While the high 

reading came on a low base (IIP was -4.1% in October last year), activity rose sequentially with the onset of the 

festive season. The rise was broad-based across major industries.  

Strong manufacturing growth of the second quarter seems to have continued in the third quarter. While 

consumption-related goods recorded higher IIP growth in October, continuing strong growth in industrial goods 

suggests robust investment momentum.  

However, we expect growth to slow in the remainder of this fiscal as RBI’s rate hikes and regulatory measures 

work their way through demand in the economy. Rural demand remains vulnerable to agricultural output this 

year. Slowdown in western advanced economies next year can further weaken India’s export growth. Share of 

Indian exports have been rising to US and EU both of which will face weak growth in the coming year.   
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Data highlights 

• IIP growth rose 11.7% on-year in October compared with 6.2% recorded in the previous month. Sequentially, 

IIP rose 0.8% on-month after seasonal adjustment 

• All major sectors witnessed a sharp increase in growth, the highest being recorded by electricity (20.4% on-

year in October versus 9.9% previous month), followed by mining (13.1% vs 11.5%) and manufacturing 

(10.4% vs 4.9%) 

• Among the manufacturing sub-sectors, growth was highest among capital goods (22.6% on-year in October), 

followed by consumer durables (15.9%), primary goods (11.4%), infrastructure and construction goods 

(11.3%), intermediate goods (9.7%) and consumer non-durables (8.6%)  

 

Festive season spurs electricity production and consumption goods  

• Electricity IIP grew 20.4% on-year in October, the strongest reflecting robust domestic economic activity in 

the festive season  

• IIP for both consumer durables (15.9% vs 1.1%) and non-durables (8.6% vs 3%) was higher as compared 

with the previous month 

• Stronger growth in discretionary consumption goods was driven by motor vehicles (24.4 vs 11.2%), leather 

and leather products (16.5% vs 0%) and rubber and plastic products (8.1% vs 1.5%). This could be due to 

increased festive spending.  

• Meanwhile, growth in essential commodities was sustained by an uptick in food products (6.3% vs -0.4%). 

The decline in October inflation levels to 4.87%, compared with 5.02% the previous month may be a 

contributing factor 

• The decline narrowed in wearing apparel (-5.0% v -17.9%) and computer electronics (-5.3% v -8.9%) 

 

Industrial goods fare well 

• IIP growth rose strongly for capital goods (22.6% vs 8.4%), primary goods (11.4% vs 8%) and intermediate 

goods (9.7% vs 6.1%).  

• Rising IIP in infrastructure and construction goods (11.3% vs 8.9%) coupled with growth in above industrial 

sectors suggests robust investment momentum 

• IIP for many export-oriented sectors also improved in October, compared with the previous month. This is 

in line with increasing export growth at 6.2% on-year to $33.6 billion in October. Among major exports 

focused sectors, IIP rose for machinery and equipment (26.1% vs 4.8%), pharmaceuticals (11.2% vs 

6.8%), textiles (6.5% vs 3.7%) and chemical products (4.4% vs -5.6%) 

• On the other hand, basic metals (11.9% vs 12.5%) and coke and refined petroleum products (2.4% vs 

2.6%) recorded slower growth, compared with the previous month 

 

Outlook 

Manufacturing has so far been supported by resilient domestic demand, especially from strong investment growth 

and higher-value consumption items. Export demand also improved in the recent months, driven by advanced 

economies performing better than expected. Finally, easing cost pressures and supply chain bottlenecks 

significantly helped manufacturers ramp up production.  

  

However, downside risks persist from the slowing global growth, expected to materialise in 2024 as the impact of 

rate hikes seeps in advanced western economies. Being India’s top export destinations, advanced western 

economies significantly influence its growth.  
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On the domestic front too, there are signs of a growth moderation ahead. RBI’s consumer confidence survey of 

December showed weakening in future expectations in urban areas. S&P Global Purchasing Managers’ Index 

(PMI) has been lower in the third quarter so far (October-November) on an average, compared with the previous 

quarter - for both manufacturing and services.  

 

Lagged transmission of RBI’s rate hikes and its recent regulatory measures to clamp down risky lending are 

expected to moderate credit growth and domestic demand ahead.   

 

Rural demand remains vulnerable to weak agricultural output, erratic weather and El Niño this year.  

 

Due to these factors, we expect gross domestic product (GDP) growth to slow in the second half of this fiscal. 

Overall, we expect a GDP growth at 6.4% this fiscal, compared with 7.2% in the previous fiscal with an upward 

bias.  

 

  



 
 
 

Research 7 

Analytical contacts 

Dharmakirti Joshi  

Chief Economist, CRISIL Limited  

dharmakirti.joshi@crisil.com 

Dipti Deshpande 

Principal Economist 

dipti.deshpande@crisil.com 

Pankhuri Tandon 

Senior Economist 

pankhuri.tandon@crisil.com 

 

Sharvari Rajadhyaksha 

Economic Analyst 

sharvari.rajadhyaksha@crisil.com 

 

 

Meera Mohan 

Economic Analyst 

meera.mohan@crisil.com 

 

Media contacts  

Aveek Datta  

Media Relations 

CRISIL Limited 

M: +91 99204 93912      

aveek.datta@crisil.com 

Riddhi Savla 

Media Relations 

CRISIL Limited 

M: +91 98199 57423 

riddhi.savla1@crisil.com 

Roma Gurnani 

Media Relations 

CRISIL Limited 

M: +91 78754 32131 

roma.gurnani@ext-crisil.com 

mailto:dharmakirti.joshi@crisil.com
mailto:adhish.verma@crisil.com
mailto:pankhuri.tandon@crisil.com
mailto:aveek.datta@crisil.com
mailto:riddhi.savla1@crisil.com


 

 

Argentina | Australia | China | Hong Kong | India | Japan | Poland | Singapore | Switzerland | UAE | UK | USA 

CRISIL Limited: CRISIL House, Central Avenue, Hiranandani Business Park, Powai, Mumbai – 400076. India 

Phone: + 91 22 3342 3000 | Fax: + 91 22 3342 3001 | www.crisil.com 

 

 

 

About CRISIL Market Intelligence & Analytics 

CRISIL Market Intelligence & Analytics, a division of CRISIL, provides independent research, consulting, risk solutions, and data & 

analytics. Our informed insights and opinions on the economy, industry, capital markets and companies drive impactful decisions for 

clients across diverse sectors and geographies.  

Our strong benchmarking capabilities, granular grasp of sectors, proprietary analytical frameworks and risk management solutions backed 

by deep understanding of technology integration, make us the partner of choice for public & private organisations, multi-lateral agencies, 

investors and governments for over three decades. 

About CRISIL Limited 

CRISIL is a leading, agile and innovative global analytics company driven by its mission of making markets function better.  

It is India's foremost provider of ratings, data, research, analytics and solutions with a strong track record of growth, culture of innovation, 

and global footprint. 

It has delivered independent opinions, actionable insights, and efficient solutions to over 100,000 customers through businesses that 

operate from India, the US, the UK, Argentina, Poland, China, Hong Kong, UAE and Singapore. 

It is majority owned by S&P Global Inc, a leading provider of transparent and independent ratings, benchmarks, analytics and data to the 

capital and commodity markets worldwide. 

For more information, visit www.crisil.com 

CRISIL Privacy Notice 

CRISIL respects your privacy. We may use your personal information, such as your name, location, contact number and email id to fulfil 

your request, service your account and to provide you with additional information from CRISIL. For further information on CRISIL’s 

privacy policy please visit www.crisil.com/privacy. 

 

Disclaimer 

CRISIL Research, a division of CRISIL Limited (CRISIL) has taken due care and caution in preparing this Report based on the 

information obtained by CRISIL from sources which it considers reliable (Data). However, CRISIL does not guarantee the accuracy, 

adequacy or completeness of the Data / Report and is not responsible for any errors or omissions or for the results obtained from the 

use of Data / Report. This Report is not a recommendation to invest / disinvest in any company covered in the Report. CRISIL 

especially states that it has no financial liability whatsoever to the subscribers/ users/ transmitters/ distributors of this Report. CRISIL 

Research operates independently of, and does not have access to information obtained by CRISIL’s Ratings Division / CRISIL Risk and 

Infrastructure Solutions Limited (CRIS), which may, in their regular operations, obtain information of a confidential nature. The views 

expressed in this Report are that of CRISIL Research and not of CRISIL’s Ratings Division / CRIS. No part of this Report may be 

published / reproduced in any form without CRISIL’s prior written approval 

 

http://www.crisil.com/
http://www.crisil.com/

