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February inflation prints higher as food inflation continues to
normalise

Inflation based on the revised Consumer Price Index (CPI) series, with 2024 as the base year, rose to 3.2% in
February from 2.7% in January as food inflation further normalised even as fuel inflation remained benign and
core inflation was unchanged. The rise in food inflation was driven primarily by vegetables, readymade food
and other food products (spices in particular), fruits and nuts, and oils and fats.

Against the backdrop of the ongoing Middle East conflict, inflation in some categories will need close
monitoring, as these could face first-round effects of higher global prices.

+ Within the non-food category, fuel and transport inflation could be the first to face pressures from
higher oil and gas prices and supply shocks
o The recent Rs 60 increase in domestic liquefied petroleum gas (LPG) cylinder prices should
push up LPG inflation from March vs 1.6% in February
o Rising global fuel prices, if they persist longer, could also put upward pressure on the
transportation category, particularly, petrol, diesel, compressed natural gas and airfare

As per the Reserve Bank of India’s July 2025 Bulletin', a 10% increase in global crude prices could
contemporaneously raise headline inflation by around 20 basis points.

¢ Among other non-food categories, precious metals inflation—which, in our base case, is expected
to see a slow pick-up due to a high base—could see price pressures if the conflict intensifies,
driving up safe-haven demand for gold

Overall, ~11% of the CPI basket appears relatively more vulnerable to the first-round effect of continued
uncertainty in the Middle East and resulting supply disruptions (vegetable oils, fuels for cooking and
transport, precious metals and stones). The weighted average inflation rate of this group is already high
at ~10.0% in January and February, mainly driven by precious metals.

! Sujata Kundu, Soumasree Tewari and Indranil Bhattacharyya, RBI Bulletin, July 2025, ‘Revisiting the Oil Price and Inflation Nexus in
India’
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In fiscal 2027, we expect CPI inflation to rise to 4.3% on average. While food prices are expected to
remain benign, assuming a normal monsoon, food inflation is expected to continue to normalise from
this fiscal’'s lows. We expect crude prices to average $75-80 per barrel, compared with an estimated
~$70 per barrel this fiscal. The expected heatwaves this summer, as well as the possibility of EI Nifio
conditions coinciding with India’s southwest monsoon season, also pose a risk to our base case of
benign food prices and warrant monitoring.

Data highlights

e Headline retail inflation rose to 3.2% in February from 2.7% in January
e Meanwhile, food inflation increased to 3.5% from 2.1%
e Fuel?inflation stood at 0.1%, lower than 0.3%

e Core? inflation was broadly unchanged at 3.4%. Core ex-precious metals and stones* was also
broadly steady at 1.9%

Food inflation normalising further

Food and beverages inflation stood at 3.4% in February, up from 2.1% recorded in January. Food inflation,
too, was higher at 3.5% (vs 2.1%)

e Foodgrain inflation remained benign. Cereals and products saw deflation of 0.3% (vs 0.1% inflation in
January), while pulses (excluding pulse products) saw narrowing deflation (-7.4% vs -11.9%). Within
cereals, non-PDS rice (not distributed through the Public Distribution System) was broadly stable (-1.1%
vs -1.0%), while deflation in non-PDS wheat widened (-2.7% vs -1.3%). Within non-PDS pulses, deflation
narrowed in tur (-16.0% vs -24.9%) and moong (-1.3% vs -2.9%), while inflation in masur rose (2.1% vs
0.9%)

e Fresh vegetables and tubers saw hardening inflation (2.8% vs -3.5%). Among vegetables, inflation in
tomato slowed (45.3% vs 64.6%) while deflation narrowed in both onion (-28.2% vs -29.3%) and potato (-
18.5% vs -29.0%)

e Inflation picked up in fruits and nuts (8.6% vs 7.9%), meat (9.7% vs 8.5%), fish and seafood (7.0% vs
6.7%) and oils and fats (7.4% from 6.6%)

e Inflation in ready-made foods and other food products also increased significantly (2.1% vs 0.8%), driven
by increased inflation in spices, herbs and seeds (2.2% vs 0.1%)

2 Refers to the electricity, gas and fuel group

3 CPI, excluding food and beverages, and electricity, gas and fuels

4 Core excluding gold/ diamond/platinum jewellery; silver jewellery; jewels, pearls and precious stones; and other jewellery and
ornaments
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e Sugar, confectionery and desserts saw slowing inflation (2.7% vs 3.4%) driven by slowing inflation in
sugar (3.0% vs 4.6%), while inflation in milk, other dairy products, and eggs stayed stable (3.1%)

Fuel inflation remains muted

Fuel inflation (electricity, gas and other fuels) stood lower at 0.1% in February versus 0.3% in January.

o Deflation in electricity stayed broadly unchanged at 2.4% while LPG and piped natural gas
saw inflation ease a tad to 1.6% from 1.7% previously

e However, going forward, this segment is expected to see increased price pressures (LPG in
particular) as mentioned above, especially given the increased weight of LPG and piped
natural gas in the revised series

Core inflation unchanged

Core inflation was broadly unchanged at 3.40% in February.

e House rental inflation picked up slightly to 2.0% from 1.9% previously while inflation in furnishings,
household equipment and routine household maintenance was broadly unchanged at 1.4%. Within the
latter, major electric and other household appliances continued to see 1.1% deflation, owing to the
impact of the goods and services tax (GST) rationalisation

¢ Clothing and footwear inflation printed at 2.8%, lower than 3.0%, previously

e The transport category recorded marginal deflation in February (-0.05%) vs 0.09% inflation
previously. The purchase of vehicles category saw continued deflation (-4.7% vs -4.5%) driven by
the GST rationalisation. Going forward, however, the transportation category is likely to see a pick-
up in inflation as mentioned above, especially given the increased weight of petrol and diesel in
the revised series

¢ Information and communication inflation was broadly steady at 0.2%. Televisions continued to see
deflation (steady at -4.7%) owing to GST impact

¢ Inflation in health stood lower in February (1.9% vs 2.2%) while that in education services
remained broadly unchanged (3.3%)

o Inflation in restaurant and accommodation services was a tad lower at 2.7% (vs 2.9%) while that in
the recreation, sport and culture division stood at 2.2% (vs 2.3%)

e Personal care, social protection and miscellaneous saw the highest inflation rate of 19.7% (up
from 19.0%) led by accelerating inflation in gold/ diamond/ platinum jewellery (48.2% vs 46.8%) as
well as silver jewellery (160.8% vs 160.1%)



Analytical contacts

Dharmakirti Joshi Dipti Deshpande Bhavi Shah
Chief Economist, Crisil Limited Principal Economist Economic Analyst
dharmakirti.joshi@crisil.com dipti.deshpande@crisil.com bhavi.shah@crisil.com

Media contacts

Ramkumar Uppara Roma Gurnani Sanjay Lawrence

Media Relations Media Relations Media Relations

Crisil Limited Crisil Limited Crisil Limited

M: +91 98201 77907 M: +91 70662 92142 M: +91 89833 21061
ramkumar.uppara@crisil.com roma.gurnani1@ext-crisil.com sanjay.lawrence@crisil.com
About Crisil

Crisil is a global, insights-driven analytics company. Our extraordinary domain expertise and analytical rigour help clients make
mission-critical decisions with confidence.

Large and highly respected firms partner with us for the most reliable opinions on risk in India, and for uncovering powerful insights
and turning risks into opportunities globally. We are integral to multiplying their opportunities and success.

Headquartered in India, Crisil is majority owned by S&P Global.

Founded in 1987 as India’s first credit rating agency, our expertise today extends across businesses: Crisil Ratings, Crisil Intelligence,
Crisil Coalition Greenwich and Crisil Integral IQ.

Our globally diverse workforce operates in the Americas, Asia-Pacific, Europe, Australia and the Middle East, setting the standards
by which industries are measured.

For more information, visit Crisil.com

Connect with us: LinkedIn | Twitter

Argentina | Australia | China | Colombia | Hong Kong | India | Japan | Poland | Singapore | Switzerland | UAE | UK | USA - -
Crisil Limited: Lightbridge IT Park, Saki Vihar Road, Andheri East, Mumbai 400 072, India CrISIl
Phone: +91 22 6137 3000 | www.integraliq.crisil.com [—
B /company/crisil @ @CrisilLimited K /CrisilLimited ® /user/CrisilLimited ® /lifeatcrisil

acompany of S&P Global


https://www.linkedin.com/company/crisil-global-research-&-risk-solutions
https://www.linkedin.com/company/crisil-global-research-&-risk-solutions
https://twitter.com/CRISILLimited
https://twitter.com/CRISILLimited
https://www.facebook.com/CRISILLimited
https://www.facebook.com/CRISILLimited
https://www.youtube.com/channel/UCsb_-2P8NUnQ36cTmGYoBVA?reload=9
https://www.youtube.com/channel/UCsb_-2P8NUnQ36cTmGYoBVA?reload=9
https://www.instagram.com/lifeatcrisil/
https://www.instagram.com/lifeatcrisil/
https://www.linkedin.com/company/crisil-global-research-&-risk-solutions
https://www.linkedin.com/company/crisil-global-research-&-risk-solutions
https://twitter.com/CRISILLimited
https://twitter.com/CRISILLimited
https://www.facebook.com/CRISILLimited
https://www.facebook.com/CRISILLimited
https://www.youtube.com/channel/UCsb_-2P8NUnQ36cTmGYoBVA?reload=9
https://www.youtube.com/channel/UCsb_-2P8NUnQ36cTmGYoBVA?reload=9
https://www.instagram.com/lifeatcrisil/
https://www.instagram.com/lifeatcrisil/
mailto:dharmakirti.joshi@crisil.com
https://www.crisil.com/
https://in.linkedin.com/company/crisil
https://x.com/CRISILLimited

