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Growth and Inflation: Dec India inflation likely at 5.3%, rate cuts unlikely 
 
 

India Dec CPI inflation is expected to print at 5.3% YoY, with vegetables and edible oil prices continuing to hold food 
prices up, with core inflation also stable despite lower gold and silver prices. We expect food prices to remain susceptible 
to shocks in the coming year as well, keeping inflation above target. IIP is likely to improve slightly to 4.5% with base 
effects. Growth is likely to recover cyclically with the fiscal impulse, which coupled with inflation risks and INR stresses 
is unlikely to allow the MPC to cut rates in the year ahead. 
 
Exhibit 1 - India CPI inflation projections, inflation supported ahead 

 
 
Source: Axis Bank Economic Research. 
 
 

Dec inflation expected at 5.3%, last mile of disinflation appears sticky 
India Dec CPI inflation is likely to print at 5.3%, given limited cooldown in food prices, while core inflation is likely to hold 
steady around 3.7% despite moves down in gold and silver prices. We see inflation in Q4 around 4.6%, with risks in 
FY26 as well. Convergence of inflation to the 4% target on a durable basis has been difficult of late, owing to food price 
shocks more than making up for a long period of low core inflation. That these are driven by perishables is well known, 
but recent moves towards income transfer schemes are likely to only exacerbate these trends. We also see core inflation 
taking support from a cyclical recovery in growth with the fiscal impulse. 
 
 
IIP likely to benefit from festive base, printing at 4.5% 
We expect IIP to print at 4.5% YoY for November, tracking improvements in core sector IIP (making up 40% of IIP) as 
well as taking into account the low base within certain sectors. Despite this, conditions feeding into GVA calculations 
remain weak. 
 
 
Despite weaker growth inflation and INR make rate cuts unlikely 
India 1H GDP growth was soft, with the negative fiscal impulse, high tax/subside wedge base, reversal of negative WPI 
inflation, good monsoon being known factors, even though manufacturing slowed more than expected and consumption 
appeared to be overstated. The fiscal impulse is now in reversal, with macroprudential policy also no longer being 
tightened – with stronger rural trends driving a cyclical acceleration. Structural drivers related to construction and 
renewable energy are also likely to push growth back towards 7% in FY25. With higher inflation and risks on the INR, 
the configuration continues to indicate rate cuts are distant.  
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