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Inflation and IIP growth below expectations 
No rate hike expected in Jun’23 
 

 Headline CPI inflation eased to an 18-month low of 4.7% YoY in Apr’23 v/s 5.7% in Mar’23. This is lower than the 

Bloomberg consensus of 4.8% YoY and our forecast of 5.0%. 

 The deceleration in headline inflation was led by lower food inflation of 3.8% in Apr’23 v/s 4.7% in Mar’23. Within food 

items, oils & fats (-12.33% in Apr’23 v/s -7.91% in Mar’23), fruits & vegetables (-3.65% in Apr’23 v/s -3.47% in Mar’23) 

and meat & fish (-1.23% in Apr’23 v/s -1.42% in Mar’23) mainly contributed to lower inflation.  

 Core CPI (excluding food & beverages and fuel & light) grew 5.1% in Apr’23 v/s 5.8% in Mar’23, the lowest in 35 months. 

Within core, clothing & footwear (7.47% in Apr’23 v/s 8.18% in Mar’23), transport & communication (1.17% in Apr’23 v/s 

3.99% in Mar’23) and household goods and services (6.46% in Apr’23 v/s 7.0% in Mar’23) contributed to the deceleration. 

 Other details suggest that the fall in headline inflation was not broad-based, although it is highly welcome. 1) Deflation in 

imported items helped pull down inflation. Imported inflation (weight 9.8%) eased sharply to -2.68% YoY in Mar’23 

(lowest since Apr'15). Domestically generated inflation too was at a four-month low of 5.7% YoY in Apr'23. 2) CPI ex 

veggies was at a 37-month low of 5.4% in Mar’23. 3) Standard core inflation (ex food & energy, weight = 51.8%) was up 

5.8%, the lowest in 11 months. 4) Services inflation was at an 11-month low of 4.8%, with core services inflation (ex-

housing) at a 3-year low. 5) Goods inflation grew 4.8% in Apr’23 v/s 5.7% in Mar’23, the lowest in 18 months. However, 

core goods inflation (excluding food and energy) remained elevated at 6.9% in Apr’23 v/s 7.2% in the previous month. 6) 

Details of 299 sub-components suggest that 49.3% of CPI basket still posted 6%+ inflation in Apr’23 v/s 51.9% in Mar'23. 

 At the same time, IIP growth in Mar’23 softened to 1.1% YoY v/s 5.8% in Feb’23 (revised upward from 5.6%). The number 

is sharply lower than the Bloomberg consensus of 3.6% and our forecast of 3.8%. 

 Manufacturing growth slowed to 0.5% YoY in Mar’23 (v/s 5.6% in Feb’23). The slowdown in manufacturing can be 

attributed to a 14% YoY contraction in exports in Mar’23. Our analysis shows that 56.6% of the items within 

manufacturing grew slower compared to last year (v/s 50.9% in Feb’23) and 34.3% of the items reported contraction in 

Mar’23 (v/s 18.9% in Feb’23).  

 According to the use-based classification, all the components showed deceleration in Mar'23. Consumer non-durables 

production contracted by 3.1% YoY in Mar’23 (v/s +12.1% in Feb’23). Consumer durables contracted too (-8.4% YoY in 

Mar’23 v/s -4.1% in Feb’23).  

 Overall, we continue to expect inflation to ease toward 4.5% in coming months and 4% by Sep-Oct'23, much lower than 

the RBI and market consensus (of >5%). At the same time, we believe that growth concerns will start emerging in FY24. 

Consequently, there is no reason to expect a rate hike by the RBI next month or beyond that. 

 

 CPI inflation at an 18-month low in Apr’23: Headline CPI-inflation eased to an 

18-month low of 4.7% YoY in Apr’23 v/s 5.7% in Mar’23 (Exhibit 1). The number 

is lower than the Bloomberg consensus of 4.8% YoY and our forecast of 5.0%. 

Lower-than-expected food inflation led to this surprise, as core inflation was 

largely in line with our expectation. 

 Lower food inflation: An analysis of details suggests that the deceleration in 

headline inflation was led by lower food inflation of 3.8% in Apr’23 v/s 4.7% in 

Mar’23. Within food, oils & fats (-12.33% in Apr’23 v/s -7.91% in Mar’23), fruits 

& vegetables (-3.65% in Apr’23 v/s -3.47% in Mar’23) and meat & fish (-1.23% in 

Apr’23 v/s -1.42% in Mar’23) mainly contributed to the deceleration. On the 

other hand, inflation in cereals, pulses, milk products and spices remained firm. 

Energy inflation too came in lower at 2.3% in Apr’23 v/s 6.8% in Mar’23. CPI ex 

food & energy (standard core inflation, weight=51.8%) grew 5.8% in Apr’23 v/s 

6.2% in Mar’23, the lowest in 11 months (Exhibit 2).  
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 Core inflation came in at 5.1%, lowest in 35 months:  Core CPI (excluding food 

& beverages and fuel & light) grew 5.1% in Apr’23 v/s 5.8% in Mar’23, the 

lowest in 35 months. Within core, clothing & footwear (7.47% in Apr’23 v/s 

8.18% in Mar’23), transport & communication (1.17% in Apr’23 v/s 3.99% in 

Mar’23) and household goods and services (6.46% in Apr’23 v/s 7.0% in Mar’23) 

contributed to the decline. 

 Other details suggest that the fall in headline inflation was not broad-based, 

although it is highly welcome. 1) Deflation in imported items helped pull down 

inflation. Imported inflation (weight 9.8%) eased sharply to -2.68% YoY in 

Mar’23 (lowest since Apr'15). Domestically generated inflation too was at a 

four-month low of 5.7% YoY in Apr'23 (Exhibit 3). 2) CPI ex veggies was at a 37-

month low of 5.4% in Mar’23. 3) Standard core inflation (ex food & energy, 

weight = 51.8%) was up 5.8%, lowest in 11 months. 4) Services inflation was at 

11-month low of 4.8%, with core services inflation (ex-housing) at 3-year low. 5) 

Goods inflation grew 4.8% in Apr’23 v/s 5.7% in Mar’23, lowest in 18 months. 

However, core goods inflation (excluding food and energy) still remains elevated 

at 6.9% in Apr’23 v/s 7.2% in the previous month. 6) Details of 299 sub-

components suggest that 49.3% of CPI basket still posted 6%+ inflation v/s 

51.9% in Mar'23 (Exhibit 4). 

 
Exhibit 1: Retail inflation declined to 4.7% in Apr’23… 

 

# Excluding food & beverages and fuel & light  

Exhibit 2: ..led by lower food inflation  

 

* Excluding food & energy 
 

 
 

Exhibit 3: Deflation in imported items helped pull down 

headline inflation 

 

 

Exhibit 4: 49.3% of CPI basket posted more than 6%+ 

inflation in Apr’23 v/s 51.9% in Mar’23 

 

Based on 299 items 
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Exhibit 5: CPI and key components  

 
FY20 FY21 FY22 FY23 Apr-22 Feb-23 Mar-23 Apr-23 

Overall CPI 4.8 6.2 5.5 6.7 7.8 6.4 5.7 4.7 

  Food and beverages 6.0 7.3 4.2 6.7 8.1 6.2 5.1 4.2 

  Cereal and products 2.8 3.8 0.5 11.0 6.0 16.7 15.3 13.7 

  Pulses and products 9.9 16.4 6.0 2.4 1.9 4.1 4.4 5.3 

  Meat and fish 9.3 15.4 7.9 4.2 7.0 3.3 15.3 -1.2 

  Milk and products 2.9 5.4 2.8 7.4 5.5 9.6 9.3 8.8 

  Fruits and vegetables 14.5 4.8 -3.4 3.5 11.7 -6.1 -3.5 -3.6 

  Pan, tobacco, and intoxicants 4.2 9.9 4.5 2.2 2.7 3.2 3.0 3.5 

  Fuel and light 1.3 2.7 11.3 10.3 10.7 9.9 8.8 5.5 

  Housing 4.5 3.3 3.7 4.3 3.5 4.8 5.0 4.9 

  Clothing and footwear 1.6 3.4 7.2 9.5 9.9 8.8 8.2 7.5 

  Miscellaneous 4.4 6.6 6.7 6.3 8.1 6.2 5.8 4.9 

  Transport and communication 2.4 9.9 10.1 5.9 10.9 4.5 4.0 1.2 

Core CPI* 4.1 5.5 6.0 6.1 7.1 6.2 5.8 5.1 

*Excluding food & beverages and fuel & light                                                                         Source: Central Statistics Office (CSO), MOFSL 
 

 
 

II. IIP growth decelerated sharply in Mar’23 
 IIP growth declined in Mar’23: IIP growth in Mar’23 declined to 1.1% YoY v/s 

5.8% in Feb’23 (revised upward from 5.6%). The number is sharply lower than 

the Bloomberg consensus of 3.6% YoY and our forecast of 3.8% YoY. Notably, IIP 

data for Dec’22/Feb’23 has been revised upward to 5.1%/5.8% from 4.6%/5.6% 

YoY (Exhibit 6). IIP grew by 5.1% in FY23 v/s 11.4% in FY22 (Exhibit 6). 

 Slowdown in manufacturing and electricity sectors: Manufacturing growth 

slowed to 0.5% YoY in Mar’23 v/s 5.6% in Feb’23 (Exhibit 7). The slowdown in 

manufacturing can be attributed to a 14% YoY contraction in exports in Mar’23.  

Within manufacturing, food products, textiles, wearing apparel, pharmaceuticals 

and computer, electronic & optical products witnessed a sharp contraction. Our 

analysis shows that 56.6% of the items within manufacturing grew slower 

compared to last year (v/s 50.9% in Feb’23) and 34.3% of the items reported 

contraction in Mar’23 v/s 18.9% in Feb’23 (Exhibit 9). It grew by 4.5% in FY23 v/s 

11.7% in FY22. At the same time, electricity output contracted by 1.6 % in 

Mar’23 from a growth of 8.2% in Feb’23. On the other hand, mining activity 

showed acceleration in Mar’23, printing at 6.8% YoY (4.8% in Feb’23) on the 

back of  higher coal production (12.2% in Mar’23 v/s 8.5% in Feb’23). 

 Consumer goods in contraction: According to the use-based classification, all 

the components have shown deceleration in Mar’23. Capital goods output 

maintained traction, printing at 8.1% in Mar’23 (v/s 10.5% in Feb’23). 

Infrastructure activity grew by 5.4% YoY in Mar’23 v/s 8.4% in Feb’23. On the 

other hand, consumer non-durables production contracted by 3.1% YoY in 

Mar’23 (v/s 12.1% in Feb’23). Consumer durables contracted too (-8.4% YoY in 

Mar’23 v/s -4.1% in Feb’23). Primary goods too showed a deceleration during 

the month. (Exhibit 8) 

 Lower inflation and weak IIP = No rate hike in Jun'23: Overall, we continue to 

expect inflation to ease toward 4.5% in coming months and 4% by Sep-Oct'23, 

much lower than the RBI and market consensus (of >5%). At the same time, IIP 

growth came in at just 1.1% YoY in Mar'23, much weaker than the market (and 

our) forecast of ~3.8%, putting some downward pressure on 4QFY23 GDP. 

Consequently, there is no reason to expect a rate hike by the RBI next month or 

beyond that. 
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Exhibit 6: IIP growth weakened unexpectedly to 1.1% YoY in 

Mar’23… 

 

Source: CSO, MOFSL 

 

Exhibit 7: …due to slower growth in manufacturing sector 

 

Source: CSO, MOFSL 

 
Exhibit 8: Production of consumer goods declined sharply in 

Mar’23… 

 

Source: CSO, MOFSL 

Exhibit 9: …and about 34.3% of the manufacturing basket 

witnessed contraction 

 

Source: CSO, MOFSL 

 
Exhibit 10: Key components of IIP 

% Y-o-Y Weight FY20 FY21 FY22 FY23 44621 44927 44958 44986 

Industry-based classification 
         

Mining 14.4 1.6 -7.8 12.2 5.8 3.9 8.8 4.8 6.8 

Manufacturing 77.6 -1.4 -9.6 11.7 4.5 1.4 4.0 5.6 0.5 

Electricity 8.0 0.9 -0.5 8.0 8.9 6.1 12.7 8.2 -1.6 

IIP 100.0 -0.8 -8.5 11.4 5.1 2.2 5.5 5.8 1.1 

Use-based classification 
         

Primary goods 34.0 0.7 -7.0 9.6 7.4 5.7 9.6 6.9 3.3 

Capital Goods 8.2 -14.0 -18.7 17.0 12.7 2.4 10.7 10.5 8.1 

Intermediate Goods 17.2 9.1 -9.4 15.4 3.7 1.8 0.5 0.7 1.0 

Infrastructure/Construction 12.3 -3.6 -8.7 18.8 8.0 6.7 9.8 8.4 5.4 

Consumer Goods 28.2 -3.8 -7.3 6.6 0.5 -3.8 0.7 5.5 -5.3 

  Durable Goods 12.8 -8.8 -14.9 12.4 0.6 -3.1 -8.2 -4.1 -8.4 

  Non-Durable Goods 15.3 -0.1 -2.1 3.2 0.5 -4.4 6.3 12.1 -3.1 

Source: CSO, MOFSL 

 
 
 

Investment in securities market are subject to market risks. Read all the related documents carefully before investing  
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For U.S. 
MOTILAL Oswal Financial Services Limited (MOFSL) is not a registered broker - dealer under the U.S. Securities Exchange Act of 1934, as amended (the"1934 act") and under applicable state laws in the 
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The Research Analysts contributing to the report may not be registered /qualified as research analyst with FINRA. Such research analyst may not be associated persons of the U.S. registered broker-dealer, 
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For Singapore 
In Singapore, this report is being distributed by Motilal Oswal Capital Markets Singapore Pte Ltd (“MOCMSPL”) (Co.Reg. NO. 201129401Z) which is a holder of a capital markets services license and an 
exempt financial adviser in Singapore,  
as per the approved agreement under Paragraph  9 of Third Schedule of Securities and Futures Act (CAP 289) and Paragraph 11 of First Schedule of Financial Advisors Act (CAP 110) provided to 
MOCMSPL by Monetary Authority of Singapore. Persons in Singapore should contact MOCMSPL in respect of any matter arising from, or in connection with this report/publication/communication.  This report 
is distributed solely to persons who qualify as “Institutional Investors”, of which some of whom may consist of "accredited" institutional investors as defined in section 4A(1) of the Securities and Futures Act, 
Chapter 289 of Singapore (“the SFA”). Accordingly, if a Singapore person is not or ceases to be such an institutional investor, such Singapore Person must immediately discontinue any use of this Report and 
inform MOCMSPL. 
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other person or to the media or reproduced in any form, without prior written consent.  This report and information herein is solely for informational purpose and may not be used or considered as an offer 
document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that 
any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their 
own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any 
recipient. Each recipient of this document should make such investigations as it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this 
document (including the merits and risks involved), and should consult its own advisors to determine the merits and risks of such an investment. The investment discussed or views expressed may not be 
suitable for all investors. Certain transactions -including those involving futures, options, another derivative products as well as non-investment grade securities - involve substantial risk and are not suitable for 
all investors. No representation or warranty, express or implied, is made as to the accuracy, completeness or fairness of the information and opinions contained in this document. The Disclosures of Interest 
Statement incorporated in this document is provided solely to enhance the transparency and should not be treated as endorsement of the views expressed in the report. This information is subject to change 
without any prior notice. The Company reserves the right to make modifications and alternations to this statement as may be required from time to time without any prior approval. MOFSL, its associates, their 
directors and the employees may from time to time, effect or have effected an own account transaction in, or deal as principal or agent in or for the securities mentioned in this document. They may perform or 
seek to perform investment banking or other services for, or solicit investment banking or other business from, any company referred to in this report. Each of these entities functions as a separate, distinct 
and independent of each other. The recipient should take this into account before interpreting the document. This report has been prepared on the basis of information that is already available in publicly 
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being supplied to you solely for your information and may not be reproduced, redistributed or passed on, directly or indirectly, to any other person or published, copied, in whole or in part, for any purpose. This 
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publication, availability or use would be contrary to law, regulation or which would subject MOFSL to any registration or licensing requirement within such jurisdiction. The securities described herein may or 
may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this document may come are required to inform themselves of and to observe such restriction. 
Neither the Firm, not its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special or consequential including lost revenue or lost profits that 
may arise from or in connection with the use of the information. The person accessing this information specifically agrees to exempt MOFSL or any of its affiliates or employees from, any and all 
responsibility/liability arising from such misuse and agrees not to hold MOFSL or any of its affiliates or employees responsible for any such misuse and further agrees to hold MOFSL or any of its affiliates or 
employees free and harmless from all losses, costs, damages, expenses that may be suffered by the person accessing this information due to any errors and delays. 
Investment in securities market are subject to market risks. Read all the related documents carefully before investing. 
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