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Wholesale Price Index (WPI) - May’11

Current Scenario:

X

WPI for May’ll rose as per expectations to
9.06% YoY as compared to 8.66% in Apr'll
and 10.48% in May’10; contributed largely by
demand led pressures

Primary inflation slowed to 11.3% YoY as
compared to 12.0% in Apr’'11 despite of rise in
food articles, potatoes, oil seeds and minerals

Fuel Index declined to 12.3% YoY growth as
compared to 14.4% in the Ilast year;
contributed mainly led by higher prices in
petrol of 4.4% MoM

Manufacturing Index rose by 1.03% MoM on
the back of higher prices in cotton textiles,
chemical and chemical products and transport
equipments and parts

Inflation for Mar'll is revised upwards
sharply by 64 bps to 9.68%

WPI

Inflation continued to remain sticky at 9.06%, but
stayed in line with RBI’s expectations, as compared
to 8.7% in Apr'll. Index steadily rose by 0.7% MoM
at a constant rate compared to last month.
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Outlook:

X

WPI inflation in 1THFY12 is expected to remain
elevated due to rising commodity prices and
demand led pressures which is expected to
continue to augment the prices

We expect FY12 average Inflation to be at 7-
8.5% despite of higher base and tightening
measures undertaken by RBI

Inflation has re-emerged as a grave concern
for the policy makers across the globe

Despite of fall in input prices the
manufactured product prices have increased
indicating stronger demand in the economy

High core inflation along with impending fuel
price hike is expected to remain dominant
concern for RBI. We expect RBI to hike Repo
rate by another 25 bps in the Jun’ll policy
despite slowdown in production momentum

WPI vs CPI

CPI rose sharply to 9.4%YoY for Apr'11 as compared
to 8.8%YoY for Mar'11, we expect CPI to rise further
in May’11 as food inflation which constitute major
component in CPI has increased for May’11.
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Composition of WPI

Manufactured products prices rose sharply by 1.0%

MoM led by growth in prices of cotton textiles of
5.5%, Chemical & chemical products of 1.0% and food

products of 1.2%.
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Money Supply (M3)

M3 rose to 16.8% for the last fortnight of May’11 as
compared to 15.1% in the corresponding period in the
last year. Liquidity conditions in 1st quarter of FY12
are expected to remain tight on the back of higher

Govt borrowing.

10
May-08 May-09 May-10

Source: Khandwala Research, Bloomberg, CSO

May-11

May-11

Contribution to WPI

Core Inflation

month.

-

10

as represented by
Manufacturing contribution to inflation rose to 41.6%
in May’11 as compared to 36.2% respectively in last

Apr'l0 Aug'10

Nov'10
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Breakdown by Component

Description

(%)

All Commodities
Primary Articles
(a) Food Articles
(b) Non Food Art.

(c) Minerals

Fuel & Power
(a) Coal

(b) Petrol

(c) HS Diesel Oil

Manufact’d Prod
(a) Food Products
(b) Non Food Prod

Fel'l1

Non Food

. () — NonFoodPrim. Att  —— TotalFood == Fuel &Power —— Non FoodMtg

May'1l

Weight May-11 Apr-11 May-10 May-11

100.0
20.1
14.3

43
15

14.9
21
1.1
47

64.9
9.9
55.0

9.1
11.3
8.4
22.3
11.9

123
13.3
27.3

55

7%
7.8
7.2

(YoY)
8.7
121
8.7
27.3
74

133
15.9
21.8

55

6.2
57
6.7

Source: Khandwala Research, Bloomberg, CSO
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10.5
20.5
21.4
14.8
25.3

14.4

7.9
17.9
15.8

5.9
7.1
57

(MoM)
0.7

0.3

1.6

-4.4
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0.3
-2.3
44
0.0

1.0
1.2
1.0
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Important Disclosure:

The Research team of Khandwala Securities Limited (KSL) on behalf of itself has prepared the information given and opinions expressed
in this report. The information contained has been obtained from sources believed to be reliable and in good faith, but which may not be
verified independently. While utmost care has been taken in preparing the above report, KSL or its group companies make no guarantee,
representation or warranty, whether express or implied and accepts no responsibility or liability as to its accuracy or completeness of the
data being provided. All investment information and opinion are subject to change without notice. Also, not all customers may receive
the material at the same time.

This document is for private circulation and information purposes only. It does not and should not be construed as an offer to buy or sell
securities mentioned herein. KSL shall not be liable for any direct or indirect losses arising from the use thereof and the investors are
expected to use the information contained herein at their own risk. KSL and its affiliates and / or their officers, directors and employees
may own or have positions in any investment mentioned herein or any investment related thereto and from time to time add to or
dispose of any such investment. KSL and its affiliates may act as market maker or have assumed an underwriting position in the
securities of companies discussed herein (or investments related thereto) and may sell them to or buy them from customers on a principal
basis and may also perform or seek to perform investment banking or underwriting services for or relating to those companies.

The investments discussed or recommended in this report may not be suitable for all investors. Investors must make their own
investment decisions based on their specific investment objectives and financial position and using such independent advisors, as they
believe necessary. Income from investments may fluctuate. The price or value of the investments, to which this report relates, either
directly or indirectly, may fall or rise against the interest of investors. The value of or income from any investment may be adversely
affected by changes in the rates of currency exchange.

This document is strictly meant for use by the recipient only. None of the material in this report shall be reproduced, resold or re-
distributed in any manner whatsoever without the prior explicit written permission from KSL.
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