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CPI Inflation — January 2026

Consumer Price Index (CPI) based inflation for January 2026 accelerated to 2.75% YoY under the new data series with base 2024=100, higher than the

previous month’s print of 1.33% YoY and market expectations of 2.40% YoY. This was the 12th straight month that inflation remained below the RBI's medium-
term target of 4%.

CPl inflation came in higher on the back of base effect, acceleration in food prices and the adoption of new data series with 2024 as the base year.

Food Inflation, as depicted by the Consumer Food Price Index (CFPI) rose by 2.13% YoY in January 2026, after declining by 2.71% YoY in previous month.
Onion prices (0.70% weight in CPI basket) declined by 29.27% YoY, whereas Potato prices (0.75% weight in CPI basket) declined by 28.98% YoY in January
2026, respectively. On the other hand, prices of Tomato (0.49% weight in CPI basket) increased by 64.80% YoY in January 2026.

Expectations: The CPI inflation was higher than the previous month due to base effect playing out. Going forward, prices are expected to see gradual increase
in line with Central Bank’s estimates but remain anchored near the medium-term target of 4%. The new series is expected to cause a bump up to some extent
given its relatively lower allocation to Food compared to the previous series.

Implication on Monetary Policy: Despite base effect playing out and relative hardening visible, the CPI inflation remains comfortably below RBI's medium-
term target of 4% YoY and may continue to remain benign, aided by the impact of the recently announced GST rationalisation, and due to moderate food prices
supported by higher-than-average reservoir levels. Going forward, in case inflation continues its benign trend then along with the strong durable liquidity
support, the RBI may carry on with their constructive view around policy rates basis updated Growth-inflation dynamic. However, given this is the first release in
the new series we will continue to monitor whether the bump up due the changed allocation stabilises or continue to push the inflation number up.

Implication on Markets: Though the inflation print was higher than expectations, markets are expected to look through the same as this is the first print of the
series, and will instead look at sustainability of the benign inflation number going forward. If inflation continues to remain within the RBI's target range, the
central bank may continue with its growth supportive outlook. The probable inclusion of Indian G-secs in Bloomberg’s index can bring in fresh flows and be
positive from a yield’s perspective going forward. On the other hand, despite near term volatility, the recently announced India-US Bilateral Trade Agreement
and India-EU Free Trade Agreement, government’s continuous focus on fiscal consolidation, and the probable return of FPIs on aggregate may lead to
favorable demand-supply dynamics, resulting in lower yields over the medium term.

Fixed Income Mutual Fund Investment Strategy: The conservative and credible Budget numbers had provided confidence that the mentioned fiscal numbers
will be achieved. Hence, in case nominal growth picks up, aiding in tax collection, along with persistent liquidity support, robust FPI inflow and effect of recently
concluded trade deals with US & EU may aid in keeping liquidity condition comfortable and we may see positive upside in the debt yields during latter half of
CY27. Thus, at this juncture, with lucrative yields, a case continues to exist for investment into corporate bond funds that are at the 1-4-year segment of the
curve. Hence, investors can look at Corporate Bond Funds and Banking & PSU Debt Funds for a horizon of 15 months and above. For a horizon of 24 months
and above, investors may consider Income Plus Arbitrage FoF or consider Dynamic Bond Funds for tactical opportunity. As yields in the less than 1-year
segment remain tight, investors can consider Arbitrage Funds, Money Market Funds and Ultra Short duration Funds for a horizon of 3 months and above.

Whereas for a horizon of up to 3 months, investors can consider Overnight Funds and Liquid Funds. Investors should invest in line with their risk profile and
product suitability.

Note: Given this is the first release of Consumer Price Index (CPI) on base 2024=100 using Household Consumption Expenditure Survey 2023-24, we have used certain data points as
standalone without comparative numbers from previous months as were made available by the Ministry of Statistics & Programme Implementation (MOSPI) on their website using the
new methodology and the declared linking factor. Also, Core Inflation data was not made available till the time we released the note.
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Disclaimer: This document has been prepared on the basis of publicly available information, internally developed data and other sources believed to be reliable. HDFC Bank Limited
("HDFC Bank") does not warrant its completeness and accuracy. This information is not intended as an offer or solicitation for the purchase or sale of any financial instrument / units of
Mutual Fund. Recipients of this information should rely on their own investigations and take their own professional advice. Neither HDFC Bank nor any of its employees shall be liable for
any direct, indirect, special, incidental, consequential, punitive or exemplary damages, including lost profits arising in any way from the information contained in this material. HDFC Bank
and its affiliates, officers, directors, key managerial persons and employees, including persons involved in the preparation or issuance of this material may, from time to time, have
investments / positions in Mutual Funds / schemes referred in the document. HDFC Bank may at any time solicit or provide commercial banking, credit or other services to the Mutual
Funds / AMCs referred to herein.

Accordingly, information may be available to HDFC Bank, which is not reflected in this material, and HDFC Bank may have acted upon or used the information prior to, or immediately
following its publication. HDFC Bank neither guarantees nor makes any representations or warranties, express or implied, with respect to the fairness, correctness, accuracy, adequacy,
reasonableness, viability for any particular purpose or completeness of the information and views. Further, HDFC Bank disclaims all liability in relation to use of data or information used
in this report which is sourced from third parties.
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HDFC BANK is a AMFI-registered Mutual Fund Distributor & a Corporate Agent for insurance products.

Mutual Fund investments are subject to market risks, read all scheme related documents carefully.
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