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No overheating,
inflation will be

kept under 4%

»SOME GOOD NEWS

Y. » Council cautions against

rising global oil prices

% » With appropriate

Ak measures, inflation will
continue to dip
Economists say
inflation should reach
4% in 3 months
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Allaying fears of overheat-
ing of the economy, the Prime
Minister’s Economic Advisory
Council (FAC) hassaid itispos-
sible to keep inflation at 4% or
under in the current fiscal. But
the council, in its Economic
Outlook for 2007-08 released
on Monday; cautioned that the
rising international oil prices
couldaffect prices.

“After factoring in the future
correction in petroleum prod-
uct prices, it should be possible
to maintain the headline rate
close to 4%,” the report said.

Inflation has eased from a
two-year high of 6.7% annual-
lyinJanuary to 4.27% on June
30. The pressure from primary
food articles seemed to have
abated, thereportnoted.

But, inthelight ofthe revised
inflationestimatesbeinghigher
thantheprovisional figuresand
apossibleincrease in petrol and
diesel prices owing to high in-
ternational oil prices, the mid-
Juneinflationreading 0of4.13%
was likely to be closer to 4.7%,

thereportsaid.
|  International oil prices have
already come close to their all-
timehighof$78abarrel, andoil
companies are likely to push for
apricehike.

“Having said this, the cur-
rent situation is a big improve-
ment on the scenario
iling between Dgggmber

» RBl raised rates five times
last year to check inflation

and Maich 2006-07,” it said.

With appropriate monetary
management, headline infla- .
tion would continue to drop,
itadded.

The Reserve Bank of India
hadraised the reporate, the re-
verse repo rate and the cash re-
serveratio five times inthe past
yeartocheckinflation.

Economists said, in the next
three months, inflation should
be 4% due to the impact of
additional supply of goods
fromvarious sources, and poli-
cymeastires.

Saumitro Chaudhuri, mem-
ber, EAC, and economic advi-
sor, Iera, “Inflation should be
maintained at4%. But the gov-
ernmentneedstowatchmanu-
factured goods very closely as
inflation here is above 5%. This
is an important issue as it is
not cyclical in nature and will
have a permanent impact
oninflation.”

Rajiv Kumar, director and
chief exccutive, Ierier, said, “It
seems quite possible to main-
taininflationatthe 4%-5%lev-
el. But, any satisfaction on
abatement of prices of primary
products may be premature
considering that the impact of
the monsoon and availability
ofwheatisstillnotclear.”

The central bank might also
have to relax monetary mea-
sures, as growth was likely to
slowand this might bring some
pressure on the prices again,
headded.




