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Jul'23 inflation of 28.3% beats expectations

Beating general expectations for Jul'23 NCPI inflation that hovered around 26%YoY, Break-up of Jul'23 inflation numbers

actual reading came at 3.5%MoM/28.3%YoY compared to -0.3%MoM/29.4%YoY of
Jun’23 and 4.4%MoM/24.9%YoY of Jul'22.

Key culprit for higher than expected inflation outturn is resurgence in food inflation with
a surge of 4.1%MoM in Jul'23 compared to a decline of 1%MoM in Jun'23.

Food inflation surged by 4.3%MoM/3.8%MoM in Urban/Rural centers compared to -
0.2%MoM/-1.9%MoM of the previous month.

Key conftributors to high MoM food inflation are higher prices of wheat, wheat flour
and products, rice, milk and milk products, pulse mash, potatoes, tomatoes, fresh
vegetables, sugar, gur, condiments and spices, and beverages.

On the other hand, prices of chicken, cooking oil and ghee, fresh fruits, other pulses,
and onions came down on MoM basis.

Other highlights include, i) 1.4%MoM/1.7%MoM increase in quarterly adjustment in
house rent index in Urban/Rural centers, ii) 40% increase in electricity charges with the
implementation of annual rebasing by NEPRA in Jul'23, iii) 2.2%MoM increase in health
segment driven by higher prices of drugs and medicines, doctor clinic fees, and
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hospitals services.

Core NFNE inflation for Urban/Rural centers came slightly down to 18.4%/24.6% from
18.5%/25.2% of the previous month. Core NFNE inflafion for Urban/Rural centers for
Jul'22 stood at 12%/14.6%.

Continued high food inflation along with recent and expected adjustments in energy
prices, amid resurgence in international oil prices and a weak PKR, including i) recently
increased prices for petrol and diesel, ii) the potential increase in gas prices, and iii)
increase in fuel cost components in the future electricity prices, with respective ripple
effects, have increased risks of upward revision in average inflation estimates for FY24,
which currently hovers around 22%.
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