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CPI inflation accelerates to 5.61% on higher food inflation

December CPI came in at 5.61%, marginally higher than our estimate of 5.53% and consensus of 5.45%. Food inflation rose to
6.31%, mainly due to poor monsoon and reversal of favourable base with pulses inflation remaining stubbornly high at 45.0% YoY
(pulses alone contributed 108 basis to overall inflation). Vegetable inflation rose to 4.63% from 4.0% in previous month, Fuel
inflation rose to 5.45% compared with 5.28% in November, Misc inflation rose to 3.95% from 3.78% in November while clothing,
bedding and footwear eased marginally to 5.74% from 5.76%.

Core CPI for December came in at 4.73% against 4.62% for November pointing to some rise in domestic demand.

YoY Growth

Food and Beverage 6.08 6.31
Vegetables 4.00 4.63
Cereal and Products 1.70 2.12
Milk and Milk Products 4.03 3.94
Fruits 2.07 0.64
Pan, Tobacco and intoxicants 9.50 9.27
Fuel and Light 5.28 5.45
Housing 4.95 5.06
Miscellenous 3.78 3.95
Clothing and Bedding& footwear 5.76 5.74
CPI -General 5.41 5.61
CPI - Core 4.62 4.73

IMPACT

December CPI is a little higher than consensus (due to faster rise in food prices esp pulses). Without the benefit of favorable
base effect, inflation was largely contained in most food articles and cereals and shows good management by government in
most food product categories. We think inflation is likely to stay below RBI’s estimate of 5.8% for Jan 2016 as we expect some

moderation in food and fuel prices going ahead. We expect inflation to range between 5.25% - 5.5% levels in the medium term.

Inflation has been trending higher than estimates for the past couple of months, mainly due to food inflation (mainly pulses)
and gives RBI very little room for further monetary easing in the near term.
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CPI INFLATION

Headline Inflation rises to 5.61%

CPI Combined Inflation for Dec 2015 rose to 5.61%
compared with 5.41% for the previous month as
food
inflation rose to 6.31% with vegetables at 4.63%.
Pulses, once again, rose sharply YoY to 45.0%. Fuel
inflation was 5.45% compared with 5.28% in Nov.
Misc inflation rose to 3.95% from 3.78% in Nov while
clothing, bedding and footwear eased to 5.74% from
5.76%.

inflation rose faster than estimated. Food

Urban CPI Inflation was higher at 4.73% compared
to 4.71% CPI

Inflation rose to 6.32% the month

the month before while Rural
from 5.95%
before.

CPI Food & Beverages rose to 6.31% from 6.08% the
month before as pulses inflation remained high.

CPI YoY for Pan, Tobacco & Intoxicants was lower at
9.28% from 9.50% the month before

CPI YoY for Clothing Bedding & Footwear was lower
at 5.74% from 5.76% the month before.

CPI Inflation for Fuel & Light rose to 5.45% from
5.28% the month before and CPI Housing was slightly
higher at 5.06% from 4.95% in Nov.
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Dec 2015 CPI Combined inflation at 5.61% against 5.41% for previous
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Food contribution remains high in Dec due to YoY
rise in some food articles due to poor monsoons.
Pulses contribution is 108 basis to the overall
inflation.
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Batlivala & Karani Securities India Pvt. Ltd.
Equity Research Division: 298 City Ice Bldg., Ground/ Ist Floor, Perin Nariman Street, Behind RBI, Fort, Mumbai—400 001, India.
Tel.: 91-22-4031 7000, Fax: 91-22-2263 5020/30.
Registered Office: Room No. 3/4, 7 Lyons Range, Kolkata-700 001. Tel.: 91-033-2243 7902.

Disclaimer: This report was prepared, approved, published and distributed by Batlivala & Karani Securities India Private Limited ("B&K")
located outside of the United States (a "non-US Group Company"), which accepts responsibility for its contents. It is distributed in the U.S. by
Enclave Capital, a U.S. registered broker dealer, on behalf of B&K, only to major U.S. institutional investors (as defined in Rule 15a-6 under the
U.S. Securities Exchange Act of 1934 (the "Exchange Act")) pursuant to the exemption in Rule 15a-6. Neither the report nor any analyst who
prepared or approved the report is subject to U.S. legal requirements or the Financial Industry Regulatory Authority, Inc. ("FINRA") or other
regulatory requirements pertaining to research reports or research analysts. No non-US Group Company is registered as a broker-dealer under the
Exchange Act or is a member of the Financial Industry Regulatory Authority, Inc. or any other U.S. self-regulatory organization. Outside the United
States, this report is distributed by B&K or an authorized affiliate of B&K.

The report has been compiled or arrived from sources believed to be reliable and in good faith, but no representation or warranty, express or implied
is made as to their accuracy, completeness or correctness. B&K has not verified the factual accuracy, assumptions, calculations or completeness of the
information. Accordingly, B&K accepts no liability whatsoever for any direct or consequential loss or damage arising from (i) the use of this
communication (ii) reliance of any information contained herein, (iii) any error, omission or inaccuracy in any such Information or (iv) any action
resulting there from. B&K provides the information for the purpose of the intended recipient's analysis and review and recipients are advised to verify

the factual accuracy, assumptions, calculations and completeness of the information.

This report was produced by B&K solely for information purposes and for the use of the recipient. It is not to be reproduced under any
circumstances and is not to be copied or made available to any person other than the recipient. All estimates, expressions of opinion and other
subjective judgments contained herein are made as of the date of this document. Emerging securities markets may be subject to risks significantly
higher than more established markets. In particular, the political and economic environment, company practices and market prices and volumes
may be subject to significant variations. The ability to assess such risks may also be limited due to significantly lower information quantity and
quality. By accepting this document, you agree to be bound by all the foregoing provisions. This document does not constitute an offer of, or an
invitation by or on behalf of B&K or its affiliates or any other company to any person, to buy or sell any security.

The views of any Analyst reflected in this report are given in compliance with the Research Analyst Regulations, 2014. All analysts covering the
securities/companies mentioned in this report have complied will the appropriate set of rules, regulations & procedures in their detailed coverage
report(s) of the respective securities/companies.

Analyst Certification: Each of the analysts identified in this report certifies, with respect to the companies or securities that the individual
analyses, that (1) the views expressed in this report reflect his or her personal views about all of the subject companies and securities and (2) no part of
his or her compensation was, is or will be directly or indirectly dependent on the specific recommendations or views expressed in this report.
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Important US Regulatory Disclosures on Subject Companies

1.
2.

6.

B&K or its Affiliates have not recently been the beneficial owners of 1% or more of the securities mentioned in this report.
B&K or its Affiliates have not managed or co-managed a public offering of the securities mentioned in the report in the past 12 months.

B&K or its Affiliates have not received compensation for investment banking services from the issuer of these securities in the past 12 months
and do not expect to receive compensation for investment banking services from the issuer of these securities within the next three months.

However, one or more person of B&K or its affiliates may, from time to time, have a long or short position in any of the securities mentioned
herein and may buy or sell those securities or options thereon either on their own account or on behalf of their clients.

B&K or its Affiliates may, to the extent permitted by law, act upon or use the above material or the conclusions stated above or the research or
analysis on which they are based before the material is published to recipients and from time to time provide investment banking, investment
management or other services for or solicit to seek to obtain investment banking, or other securities business from, any entity referred to in this
report.

As of the publication of this report, Enclave Capital does not make a market in the subject securities.

Enclave Capital is the distributor of this document in the United States of America. Any US customer wishing to effect transactions in any securities

referred to herein or options thereon should do so only by contacting a representative of Enclave Capital and any transaction effected by a U.S.
customer in the securities described in this report must be effected through Enclave Capital (19 West 44th Street, suite 1700, New York, NY 10036).

B&K Research is also available on Bloomberg <BNKI>, Thomson First Call & Investext



