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(® Every fact web-verified against primary sources

WHY IN NEWS

On June 12, 2026, the Ministry of Statistics and Programme Implementation (MoSPI) released the
Consumer Price Index (CPI) data for May 2026, showing retail inflation at 3.93 percent, up from 3.48
percent in April. The rise was driven mainly by firmer food prices. The print remains within the Reserve Bank of

India’s tolerance band, an occasion to revise the inflation framework.

THE NUMBERS IN BRIEF

INDICATOR MAY 2026 APRIL 2026
Headline CPI inflation = 3.93 percent  3.48 percent

Food inflation (CFPI) 4.78 percent 4.20 percent

Rural food inflation 4.85 percent  (higher than urban)

Urban food inflation 4.66 percent (lower than rural)

Food was the swing factor, with vegetable prices, notably tomatoes, firming sharply. A reversal in transport

inflation, after fuel-price increases, also contributed.
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HOW THE CPlI WORKS

FEATURE DETAIL

Compiled by The National Statistical Office (NSO), under MoSPI

Measures Retail-level price change for a basket of goods and services

Components Food and beverages, fuel and light, housing, clothing, and miscellaneous

Food sub-index = The Consumer Food Price Index (CFPI)

New base year CPI rebased to 2024 (from 2012)

The CPI is the headline inflation measure that the RBI targets, distinct from the Wholesale Price Index

(WPI), which measures price change at the wholesale level.

THE RBI'S INFLATION-TARGETING FRAMEWORK

FEATURE DETAIL
Framework Flexible Inflation Targeting (FIT), since 2016
Target 4 percent CPI inflation

Tolerance band  Plus or minus 2 percent (that is, 2 to 6 percent)

Set by The government, in consultation with the RBI
Decided by The six-member Monetary Policy Committee (MPC)
Legal basis The RBI Act, 1934 (amended 2016)

At 3.93 percent, inflation sits comfortably below the 4 percent target, giving the MPC room to keep policy steady

even amid external risks such as West Asia oil-price uncertainty.

THE ANALYSIS: FOOD IS THE SWING FACTOR

© Within the band, with room. Inflation below 4 percent gives the RBI optionality, supporting

growth while guarding against imported inflation.

© Food drives volatility. Headline inflation is largely steered by food, especially perishables like

tomatoes, onions and potatoes, which monetary policy cannot directly address.
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;) Supply-side over monetary tools. Food inflation responds to supply-side measures, cold chains,

buffer stocking, and operations on perishables, more than to interest-rate changes.
® The base-year update. The rebasing of the CPI to 2024 improves accuracy by reflecting current

consumption patterns, important for credible inflation measurement.

The way forward on food inflation lies in supply-chain investment (storage, cold chains, market reform) and
targeted operations on price-volatile perishables, while the RBI manages the overall anchor through flexible

inflation targeting.

UPSC RELEVANCE

e GS Paper 3 (Economy): inflation, monetary policy, the CPI and WPI, the RBI’s framework.
e Prelims: May CPI figure, the RBI’s target and band, the compiling agency (NSO/MoSPI), the CFPI.

e Mains: food inflation and the limits of monetary policy; supply-side reform.

FACTS CORNER

FACTS CORNER — KNOWLEDGEPEDIA

| THE DATA:

May 2026 CPI inflation: 3.93 percent (April 3.48 percent)

Food inflation (CFPI): 4.78 percent; rural food 4.85 percent, urban food 4.66 percent

| THE FRAMEWORK:

CPI compiled by the National Statistical Office (NSO) under MoSPI; rebased to 2024
RBI Flexible Inflation Targeting since 2016: 4 percent target, plus or minus 2 percent band

Decided by the six-member Monetary Policy Committee under the RBI Act, 1934 (amended 2016)

| THE DISTINCTION:

CPI = retail-level inflation (RBI’s target); WPI = wholesale-level inflation

Sources: MoSPI, RBI

Source: Retail Inflation Rises to 3.93 Percent in May 2026 — Ujiyari.com | Free UPSC & State PCS Current
Affairs
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