Classification - Restricted

CPI Inflation — May 2026

Consumer Price Index (CPI) based inflation for May 2026 accelerated to 3.93% YoY (provisional), higher than the previous month’s (final) print of
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3.48% YoY but lower than the market expectations of 4.00% YoY. This was the 16" straight month that inflation remained below the RBI's medium-term
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CPI inflation came in higher on the back of base effect, further acceleration in food inflation, and an increase in the prices of 6 mew e oo -
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Food Inflation, as depicted by the Consumer Food Price Index (CFPI), accelerated further to 4.78% YoY in May 2026 from 4.20% YoY in the previous 4
month. Tomato prices (0.50% weight in CPI basket) increased by 48.43% YoY and Ginger prices (0.26% weight in CPI basket) increased by 32.49% 3
YoY in May 2026. On the other hand, prices of prices of Potato (0.75% weight in CPI basket) declined by 23.71% YoY and Peas (0.12% weight in CPI
basket) declined by 11.47% YoY during the month. 2
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Expectations: Going forward, the recent staggered increase in fuel prices is expected to exert both direct and indirect upward pressure on inflation. As I I - l I
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Implication on Monetary Policy: The Reserve Bank of India has upwardly revised the headline inflation projection for FY27 to 5.1% YoY during the

latest Monetary Policy Committee announcement in June 2026 compared with the 4.6% projection in April 2026. They also highlighted that since May
2026, as retail fuel prices have been raised, there has been a direct impact on headline inflation, which, along with second order effects, would get
reflected in CPI inflation in the coming months. The second-round impact of higher input costs could exert upside pressure on CPI inflation going
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forward. Going forward, market participants expects the RBI to move towards hiking rates during CY26 itself. CFPI and Core Inflation (A) YOY)
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Implication on Markets: Despite uncertainties stemming from the fragile ceasefire negotiations of the West Asia conflict which has kept energy prices 12
both elevated and volatile, the inflation print remained within RBI's target range. However, any further protraction of the conflict can weigh on inflation if
imported inflation starts getting passed on to the consumers. The spate of measures announced by the RBI in the latest monetary policy announcement 3
may incentivise capital flows to India, which can arrest the INR’s slide and lead to its orderly movement. This, along with the probable inclusion of Indian 6
G-secs in Bloomberg’s index and any progress on de-escalation of the West Asia conflict may aid in keeping liquidity comfortable and support bond —
prices going forward. If an interim deal fructifies and the Strait of Hormuz opens, it may result in a fall in crude prices, negating the inflation concerns 3
and probably leading to a rally in bond prices. 0
Fixed Income Mutual Fund Investment Strategy: Thus, at this juncture, with lucrative yields, a case continues to exist for investment into Corporate -3
Bonds that are at the 3-5-year segment of the curve. Hence, investors can look at Corporate Bond Funds and Short Duration Debt Funds for a horizon 6
of 15 months and above. For a horizon of 24 months and above, investors may consider Income Plus Arbitrage FoFs or consider Dynamic Bond Funds TIIIIIIILLNNQNNNNNYYY NS 8L
for tactical opportunity. As yields in the less than 1-year segment remain high for corporates, for a horizon of 3 months and above, investors can TS Y28 3858553559883 85886%3
consider Arbitrage Funds and Low Duration Funds. Whereas for a horizon of up to 3 months, investors can consider Overnight Funds and Liquid Funds. = TnO0zo eIz TwOzo~uwz<z3

Investors should invest in line with their risk profile and product suitability.
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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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Mutual fund investments are subject to market risks, read all scheme related documents carefully.

Investments in Specialized Investment Fund involves relatively higher risk including potential loss of capital, liquidity risk and market volatility. Please read all investment
strategy related documents carefully before making the investment decision.
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