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Consumer Price Index – Nov’15
A Healthy Rebound
CPI inflation for the month of November clocked in at 2.73% YoY,
witnessing a consecutive increase for the second time since May’15.On
MoM basis, CPI increased by 0.59%.
On a YoY basis, the increase in CPI is backed by the increase in Perishable
Items by 3.71%, Housing, Water, Electricity, Gas & Fuels increased by
4.97% and Education witnessed a price increase of 8.75%. The increase is
furthermore supported by the low base effect of Nov’14.
On a MoM basis, CPI increased by 0.6% primarily on the back of 3.01%
increase in prices of perishable food items. Moreover, WPI inflation
declined by 1.67% YoY and increased by 0.01% MoM.
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The low base effect and the imposition of additional taxes are likely to
move the inflation in the upward trajectory. Additionally, PKR depreciated
by 3.68% against USD since Jul’15, erosion in the foreign reserves on the
back of declining exports and slow privatization program is expected to
have negative impact on the PKRUSD parity, which is expected to further
fuel the inflationary pressures. However, we believe the inflation will stay
below the target of 5% for FY16 as there is enough room to accommodate
from the current levels (adjusting the tax hike and PKRUSD parity)
therefore we expect the SBP to opt for a status quo till the end of FY16.
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