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Inflation 

Food prices drive inflation lower… 

CPI Inflation (November)   6.93% YoY 

Key readings 

 CPI Inflation fell sharply lower to 6.93% in November 2020

compared to 7.61% in October. The reading in November was

lowest in the last three months indicating the headline print has

peaked in October and is now trending down

 The decline in inflation was largely driven by food inflation. Food

inflation was down to 8.76% in November against 10.09% in

October. Almost all components except oil & fats and non-alcoholic

beverages saw a decline in growth in inflation

 Food inflation seems to have peaked out and is likely to trend lower

due to a decline in retail prices of vegetables and a favourable base

effect. Vegetable prices inflation declined to 15.63% in November

compared to 22.08% in October

 Core inflation was largely flat at 5.80% in November compared to

5.75% in October. Core inflation remained flat with divergent trends

seen across different components. Going forward, rise in crude

prices, elevated input cost pressures, reflecting in wholesale prices

could eventually impact output prices and would need to be

monitored

 Overall, the reading was better than market expectations. However,

sticky core inflation would remain a point of concern. Minutes to be

released later this week will be looked at closely to understand MPC

members’ views on broad based inflationary concerns, excess

liquidity and supporting growth

Looking deeper… 

 Food inflation: May surprise on downside, going ahead. Food

inflation has been a major culprit in the last few month’s higher

inflation print. It increased from 7.4% in May 2020 to 10.09% in

October 2020, a rise of 270 bps. Within food inflation, vegetables, oil

& fats, protein items like meat, fish and egg along with non-alcoholic

beverages were driving it upwards. This month’s decline in almost

all components is likely to continue given fall in prices in winter for

the former and robust crop production in the latter

 Miscellaneous services inflation moved slightly down to 6.94% YoY

vs. 6.88% YoY. The key drivers for the increase were education

services, personal care and effects and transport services led by

increase in crude prices

 The key variable to watch, going forward, other than food inflation

would be movement in rise in crude prices, elevated input cost

pressures, reflecting in whole sale prices could eventually impact

output prices and would need to be monitored

While inflation print for November 2020 came in below expectation, we still 

expect the MPC to hold rates in the next policy meeting. The RBI on its part 

is likely to continue to keep unconventional measures and keep financial 

conditions easy. 

Headline inflation fell sharply in November, reversing 

the rising trend of last few months. Food inflation fell 

sharply as almost all food items saw a decline in 

growth 

Overall, the trend seems down now as both headline 

and food inflation seem to have peaked out 

While RBI may keep policy rates on hold, the 

accommodative stance is likely to continue as focus 

remains on supporting growth 

Research Analyst 

Sachin Jain 

sachin.ja@icicisecurities.com 



ICICI Securities | Retail Research 2 

ICICI Direct Research Monthly Report | Inflation

Pankaj Pandey Head – Research pankaj.pandey@icicisecurities.com 

ICICI Direct Research Desk, 

ICICI Securities Limited, 

1st Floor, Akruti Trade Centre, 

Road No 7, MIDC, 

Andheri (East) 

Mumbai – 400 093 

research@icicidirect.com 



ICICI Securities | Retail Research 3 

ICICI Direct Research Monthly Report | Inflation

ANALYST CERTIFICATION 

We, Sachin Jain, CA, Research Analyst, author and the name subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect our views about the subject 

issuer(s) or Funds. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report. 

Terms & conditions and other disclosures: 

ICICI Securities Limited (ICICI Securities) AMFI Registration. No.: ARN-0845. Registered office of I-Sec is at ICICI Securities Ltd. - ICICI Centre, H. T. Parekh Marg, Churchgate, Mumbai - 400020, India. ICICI 

Securities Limited is a Sebi registered Research Analyst having registration no. INH000000990. ICICI Securities Limited Sebi Registration is INZ000183631 for stock broker. ICICI Securities is a subsidiary of 

ICICI Bank which is India’s largest private sector bank and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund 

management, etc. (“associates”), the details in respect of which are available on www.icicibank.com. 

ICICI Securities is one of the leading distributors of Mutual Funds and participate in distribution of Mutual Fund Schemes of almost all AMCs in India.  

The selection of the Mutual Funds for the purpose of including in the indicative portfolio does not in any way constitute any recommendation by ICICI Securities Limited (hereinafter referred to as ICICI 

Securities) with respect to the prospects or performance of these Mutual Funds. The investor has the discretion to buy all or any of the Mutual Fund units forming part of any of the indicative portfolios on 

icicidirect.com. Before placing an order to buy the funds forming part of the indicative portfolio, the investor has the discretion to deselect any of the units, which he does not wish to buy. Nothing in the 

indicative portfolio constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to the investor's specific circumstances. 

The details included in the indicative portfolio are based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy 

or completeness guaranteed. The funds included in the indicative portfolio may not be suitable for all investors, who must make their own investment decisions, based on their own investment objectives, 

financial positions and needs.  

This may not be taken in substitution for the exercise of independent judgement by any investor. The investor should independently evaluate the investment risks. ICICI Securities and affiliates accept no 

liabilities for any loss or damage of any kind arising out of the use of this indicative portfolio. 

Past performance is not necessarily a guide to future performance. Actual results may differ materially from those set forth in projections. ICICI Securities may be holding all or any of the units included in 

the indicative portfolio from time to time as part of our treasury management. ICICI Securities Limited is not providing the service of Portfolio Management Services (Discretionary or Non Discretionary) to 

its clients. 

Mutual fund investments are subject to market risks, read all scheme related documents carefully. 

Kindly note that such research recommended funds in indicative portfolio are not based on individual risk profile of each customer unless a customer has opted for a paid Investment Advisory Service 

offered by I-Sec. Investors should consult their financial advisers if in doubt about whether the product is suitable for them. 

The information contained herein is strictly confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other 

person or to the media or reproduced in any form, without prior written consent of ICICI Securities Limited. The contents of this mail are solely for informational purpose and may not be used or considered 

as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments or any other product. While due care has been taken in preparing this mail, I-Sec and 

affiliates accept no liabilities for any loss or damage of any kind arising out of any inaccurate, delayed or incomplete information nor for any actions taken in reliance thereon. This mail/report is not directed 

or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or 

use would be contrary to law, regulation or which would subject I-Sec and affiliates to any registration or licensing requirement within such jurisdiction. 

ICICI Securities and/or its associates receive compensation/ commission for distribution of Mutual Funds from various Asset Management Companies (AMCs). ICICI Securities host the details of the 

commission rates earned by ICICI Securities from Mutual Fund houses on our website www.icicidirect.com. Hence, ICICI Securities or its associates may have received compensation from AMCs whose 

funds are mentioned in the report during the period preceding twelve months from the date of this report for distribution of Mutual Funds or for providing marketing advertising support to these AMCs. 

ICICI Securities also provides stock broking services to institutional clients including AMCs. Hence, ICICI Securities may have received brokerage for security transactions done by any of the above AMCs 

during the period preceding twelve months from the date of this report. 

It is confirmed that Sachin Jain, CA, Research Analysts of this report have not received any compensation from the Mutual Funds house whose funds are mentioned in the report in the preceding twelve 

months.  

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.  

ICICI Securities or is associates may be holding all or any of the units included in the indicative portfolio from time to time as part of our treasury management. Hence, ICICI Securities or its associates may 

own 1% or more of the units of the Mutual Funds mentioned in the report as of the last day of the month preceding the publication of the research report.  

Research Analysts or their relatives of this report do not own 1% or more of the units of the Mutual Funds mentioned in the report as of the last day of the month preceding the publication of the research 

report.  

Since associates of ICICI Securities are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies/ AMCs including the AMCs whose 

funds are mentioned in this report or may have invested in the funds mentioned in this report. 

ICICI Securities also distributes Mutual Fund Schemes of ICICI Prudential Asset Management Company which is an ICICI Group Company, scheme details of which might also be appearing in the report 

above. However, the transactions are executed at Client's sole discretion and Clients make their own investment decisions, based on their own investment objectives, financial positions and needs.. 

It is confirmed that Sachin Jain, CA, Research Analysts do not serve as an officer, director or employee of the AMCs whose funds mentioned in the report. 

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.  

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies/funds mentioned in the report.  

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Research Analysis activities. 

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, 

publication, availability or use would be contrary to law, regulation or which would subject ICICI Securities and affiliates to any registration or licensing requirement within such jurisdiction. The funds 

described herein may or may not be eligible for subscription in all jurisdictions or to certain category of investors. Persons in whose possession this document may come are required to inform themselves 

of and to observe such restriction 

http://www.icicidirect.com/

