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Needed for Inflation
Retail inllation snapped out of a three-month declining trend

ilAugust as food idlation accelerated due to an uneven mon-

soon, building up on benign conditions in the same month a

year ago. Fuel inllation softened, but retained its pressure on...

the consumerprice index (CPI). RBI in its latest review of mo-

netarypolicy last month had raised its projectionfor irflation
dwing the current quarter on expectations of such supply'si'

de effects. GoI has imposed an export duty on rice, and the

pressure on cereal prices should abate. This is in line with a

policy approach that does not rely enttely on monetary tigh'
teningto control inllation. With core inflation stabilising, mo-

derate volatility ia food and fuej prices is

unllkety to force retail inflation to fuama-
ticaLly breach RBI's quarterly estimates,

But thepersisten ce of food infl ation is alf.

fecting detnand rer, !i"al. Rur'al rn ages are

lagging increases in food prices, squee-

zing purchasing power and consumer go-

ods riemand. Factor-v outprit slov''ed sequ-

entially irr July lvith decliles i]1 corisumer goods and mining
on accor:nt of rainfall. Softening demand is aiso showingup in
export industries, a trenti that n'il} be driven tr5' central bank

actinns tofight riemald-driven inllation j-n advanced eccnomi-

es. Keeping alidon fueiprices andextendingfoodsubsidies ke-

epthepressure up on the fiscal deficit' Arrestingthe decline of
the rupee disadvantages expcrts and widens thetrade deficit.

llhe iatest data would nr-rt suggest any policy tieviation slncq

post-pandenlc supplfside inllation begarl. Demar:d cotldi'
tir-,nsdcitiotwarrairttnoi:eforcefuilrtei-r'elitionL'-imoirttai-., o:'

fiscal terms, rvhite enhanced public inveshnent gains tractlon.
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