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INTRODUCTION

It refers to a steady rise in the prices of various goods and
services in the economy.
It is measured on a year-on-year basis.



INTRODUCTION

It is usually expressed as a rate as follows:
Rate of Inflation = (Price in this Period – Price in the
Previous Period) X 100/Price in the Previous Period
Period Chosen is called as Base Year. 
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TYPES OF
INFLATION

Creeping Inflation

Walking Inflation

Galloping Inflation

Hyperinflation



MEASURES TO
CALCULATE
INFLATION
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Wholesale
Price
Index
(WPI)

It measures the average change in
the price of commodities traded in
the wholesale market.
It measures the average change in
the prices of commodities for bulk
sale at the level of the early stage of
transactions in the domestic markets
of India.



Wholesale
Price
Index
(WPI)

It covers 3 commodity groups:
Primary Products1.
Fuel, and Power2.
Manufactured Products3.

Thus, the WPI basket does not cover
Services.



Wholesale
Price
Index
(WPI)

It is compiled and released by the
Office of Economic Advisor,
Ministry of Commerce and Industry
on a monthly basis.
The Base year for WPI is – 2011-12.



Consumer
Price
Index (CPI)

It measures the average change in
prices paid by ultimate consumers
for a particular basket of goods and
services over a period of time.
Consumer Price Index (CPI) measures
changes over time in the general
level of prices of goods and services
that households acquire for the
purpose of consumption.



Consumer
Price
Index (CPI)

Three types of CPI : CPI (Rural), CPI
(Urban), CPI (Combined)
Items in each index : 256
Base year of CPI (Combined) : 2012



Basis Wholesale Price Index (WPI) Consumer Price Index-Combined (CPI (Combined))

Base Year 2011-12 2012

Number of Commodities Higher (around 697) Lower (around 200)

Services Not included. Includes services.

Weightage of Food Products Foot items have lesser weight (around
22%) Foot items have greater weight (around 46%).

Level of Price Rise
The rate of WPI-based inflation is

generally low compared to CPI-based
inflation.

The rate of CPI-based inflation is generally high
compared to WPI-based inflation.

Suitability as a Measure of Inflation
WPI is a less suitable measure of inflation

and hence less suitable for making
monetary policy decisions.

CPI is a more suitable measure of inflation and hence
more suitable for making monetary policy decisions.





Effects of
Inflation

Redistribution of Income and Wealth

Borrower (Debtor) Vs Lender (Creditor)

Producer Vs Consumer

Flexible Income Group Vs Fixed Income Group



Effects of
Inflation

Debentures or Bond Holders Vs Issuers

Borrower (Debtor) Vs Lender (Creditor)

Effects on Production and Consumption

Savings,Growth and Employment,BOP,Exchange
Rate



Measures to Control
Inflation

Monetary Fiscal



INFLATION
RELATED TERMS

STAGFLATION

SKEWFLATION

REFLATION

CORE INFLATION







Thank You!


