India: June WPI slips into -ve zone, will CPI data also provide -ve surprise?

14th July 2025

Chart 1: Food CPI shows high correlation
with food WPI
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India WPI for June’25 surprisingly slips to -0.13% y/y

June WPI at -0.13% YoY is a surprise given that ours and consensus estimates were above 0.5%, vis-a-vis 0.39% last month.
The sources of surprise were across food, fuel and core sub-segments (covered in detail below). More importantly, this
signals that the June CPI print due later today may show a favourable number, primarily on the back of the surprise in
food WPI clocking (-)0.26% (UBI estimate: +0.60%). Kindly note that the channel(s) of linkage between WPI & CPI are
primarily seen in food (high correlation between food WPI & CPI) while it lags in fuel & core (CPI includes services).

Food WPI slipped back into deflation zone after a gap of 2 years from +1.7% last month. While sequential momentum in
food prices has been lagging seasonal trends on a good harvest, in comparison to our estimates, the key source of surprise
within food were from pulses, fruits where m/m drop was more than expected and more importantly in edible oils.
Despite the import duty cut, while on-the-ground wholesale prices did not reflect the price drop, to our surprise, the WPI
index appears to have captured the duty cut effect. While historically, on a monthly basis, we have seen deviations
between food WPI & CPI, if food CPI in June throws similar surprises as WPI, the number may be ~2% vs our estimate
of 2.3%.

Fuel WPI y/y saw further slip in the deflation zone and fell to -4.23% vs -3.87% in May25. While fuel WPI was expected
to stay in the negative zone on a YoY basis, a sequential drop was not expected as global energy prices saw a temporary
spike last month on Iran-Israel war effects.

Core WPI, with -60% weight, came in at 1.1% vs our estimate of 1.6%, as the index stayed flat vs May’25 despite both
energy & metal price spike during the month. While adverse base effects were expected to drive inflation higher, lack of
a sequential move in the index was a surprise to us esp. in metals.

Going forward, trends in WPI are likely to be led by food prices along with commodity prices (especially oil and metals).
Monsoon distribution will be key for food inflation while geopolitics are likely to drive commodity price trends.

Chart 3. India WPI in line with China PPI continues to show

Chart 2. WPl moderates for sixth straight month; % y/y
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Chart 4. Food WPI cooled even as fuel & core WPI edged up

on base effects
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Chart 5. Uptick in core WPI was lower than expected amid
price spike on Iran-Israel war effects
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