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March CPI prints 3.34%, lowest since August,2019

The headline inflation clocked 3.34% in March’25, registering a decline of 27 bps from 3.61% in Feb’25
and close to our projection of 3.46% (please refer our Data preview March'25) vis-a-vis consensus estimate
of 3.50%. More importantly, Core CPI, in line with our expectations, inched up to 4.10% on back of
extended rally in gold prices from 3.98% in Feb’25 (refer fig.1). Fuel CPI turned positive (1.48% y/y)
after staying in contraction zone for eighteen months (refer fig. 9). Veggies were the prime driver of
cooling in inflation as CPIl ex-vegetables edged up to 4.04% from 3.93% last month.

Fig 1: CPI eases to 3.34% in March’25; % y/y
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Food inflation cools sharply to sub 3% as expected

Seasonal correction in vegetable prices persisted in March as well, albeit at a slower pace even as the
winter season drew to a close. On the ground (OTG) prices of main vegetables like onion, potatoes and
tomatoes (OPT) slid about 6.38% in the month of March (refer fig.5) keeping the overall vegetable
inflation in check. Robust rabi crop continued to flood the markets across the country, in the month of

R I I A B B March prompted the vegetables index to fall to 182.3 levels (refer fig.4) keeping a lid on vegetables
3833853352928 3 inflation. Y/y vegetable inflation in March was negative for the second consecutive month at -7.04%.

Other than vegetables, inflation in other food items like pulses, spices, and eggs was also negative y/y.
Pulses’ inflation at -2.7% was the lowest since August’19. Sugar, as expected continued to firm up to
3.89% while edible oils and fruits continued their upward march to clock 17% and 16.3% inflation y/y.
Inflation in cereals, meat & fish, milk moderated slightly while non-alcoholic beverages and prepared

Fig 2: CPI ex-veggies edged up to 4.04%; % y/y

9.0 meals firmed up during the month. With this, food inflation at 2.88% in the month of March registered
8.0 its lowest since November’21.
7.0 P CPl exveg CPI ex-veggies however, continued to firm up and recorded 4.04% y/y inflation, highest in 15 months
6.0 (refer fig. 2). On the ground food prices as indicated by MCA indicate extended fall in vegetables,
5.0 cereals, pulses prices even in the month of April’25 while edible oils, milk and sugar are seen in upward
4.0 trajectory (refer fig.5).
3.0 Fig 4: Vegetable Index continues to drop to 21-month lows in March’25 in line with our expectations
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Fig 3: CPI trends at a glance 100
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(o)} Fig 5: On-the-ground prices indicate a continued decline in food prices in April too
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Core inflation firms up again on spurt in gold prices

Core inflation, in line with our expectation has firmed up decisively at higher levels from 3.98% in Feb’25
to 4.10% in March’25 on continuing rally in gold prices. More importantly, core ex-gold, at 3.3%, remains
relatively subdued (refer fig.7). Within the core basket, most of the sub-segments are still in the sub-
4% inflation range while personal care inflation is at 13.50% led by elevated gold prices (refer fig 6).
Global tariff wars and consequent uncertainties are expected to keep upside pressure on core inflation
as gold becomes the alternate preferred asset class during these uncertain times. With March CPI at
3.34%, we have closed the FY25 at 4.63% as against 5.4% in FY24. Interestingly, the cooling in headline
inflation in FY25 was primarily led by core inflation as it cooled to 3.5% vs 4.3% in FY24 even as food
inflation stayed relatively flat at 6.7% (FY24: 7.0%).

In its April’25 MPC meeting, RBI revised FY26 inflation forecasts downward by 20bps to 4.0% (refer
fig.3). With March CPI as well as Q4FY25 CPI below 4% (3.7%), we maintain our call of another 50bps
repo rate cut in June and August meetings to a terminal rate of 5.5%, with a close watch on global risks
before re-assessing our call.

By:

Kanika Pasricha
kanika.pasricha@unionbankofindia.bank

Nidhi Arora
nidhiarora@unionbankofindia.bank

1
1
I
I
I
I
I
I
I
I
|
1
1
1
1
I
I
I
I
I
I
I
|
I
1
1
1
[
I
I
I
I
I
I
I
I
1
1
1
1
1
I
I
I
I
I
I
I
I
1
: 150 182.3
1
1
I
I
I
I
I
I
I
|
1
1
1
1
I
I
I
I
I
I
I
I
|
1
1
1
1
I
I
I
I
I
I
I
I
1
1
1
1
1
I
I
I
I
I
I
I
I
1
1



https://www.unionbankofindia.co.in/pdf/March-25-CPI-seen-clocking-a-5-5-year-low-even-as-IIP-slipped.pdf
mailto:kanika.pasricha@unionbankofindia.bank
mailto:nidhiarora@unionbankofindia.bank

Union Bank

Good people o

of India

) DNk wiih

N

et &, sreoT I

Fig 6: Most of the core CPI sub-segments are below 4% except for personal care
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Fig 7: Core ex-gold CPI at ~3.3% is subdued even as core CPI clocked 4.1%
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Fig 8: Sticky personal care inflation remains the pain point
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Fig 9: Headline CPI continues the slide in March’25 while core inched up to 4.10%

Headline B
Pl & Cereals Pulses Vegetables Fuel Core

Beverages
jan-24 BB 7.6 7.8 19.5 27.1 -0.6 3.6
Feb-24 [ BR! 7.8 7.7 18.9 30.2 -0.8 3.4
mar-24 X 7.7 8.4 17.8 28.3 -3.4 3.2
Apr-24 X 7.9 8.6 16.8 27.8 -4.0 3.2
May-24 K 7.9 8.7 17.1 27.4 -3.7 3.1
wn-24 R 8.4 8.8 16.1 29.3 -3.6 3.1
w22 EG 5.1 8.1 14.8 6.8 5.5 3.4
Aug-24 EN 5.3 7.3 13.6 10.7 -5.3 3.4
sep-24 B 8.4 6.8 9.8 36.0 -1.3 3.5
oct-24 [ 9.7 6.9 7.4 42.2 1.7 3.7
Nov-24 [ 8.2 6.9 5.4 29.4 -1.8 3.6
Dec-24 B 7.7 6.5 3.8 26.6 13 3.6
Jan-25 [JEE 5.7 6.2 2.6 11.4 -1.5 3.7
Feb-25 [JEX 3.84 6.10 -0.35 -1.13 -1.33 3.98
Mar-25 [JEED 2.88 5.93 -2.73 -7.04 1.48 4.10

Source: CEIC, UBI Research
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Disclaimer:

The views expressed in this report are personal views of the author(s) and do not necessarily reflect
the views of Union Bank of India. Nothing contained in this publication shall constitute or be deemed
to constitute an offer to sell/ purchase or as an invitation or solicitation to do so for any securities of
any entity. Union Bank of India and/ or its Affiliates and its subsidiaries make no representation as to
the accuracy; completeness or reliability of any information contained herein or otherwise provided

and hereby disclaim any liability regarding the same.




