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FOOD PRICES SPUR INFLATION TO 6.2%

 
Retail Inflation @ 6.2 % 
 A 10.9% spike in food prices liŌed India’s retail inflaƟon to a 14-month high of 6.2% in October, from 

5.5% in September, with prices of vegetables and edible oils escalaƟng at a sharp pace not seen in 
recent years. 

 This price rise pace marked a breach of the Reserve Bank of India’s (RBI’s) upper tolerance limit for 
inflaƟon. 

 RBI’s inflaƟon-targeƟng framework: 
 RBI aims to keep retail inflaƟon, measured by the Consumer Price Index (CPI), within a range of 

4% ± 2%. 
 If inflaƟon exceeds 6% or drops below 2% for three consecuƟve quarters, it is considered a 

breach, prompƟng the RBI to provide an explanaƟon and suggest correcƟve measures. 
 Rural areas experienced higher inflaƟon at 6.7% compared to 5.6% in urban areas. 
 Food InflaƟon- 

 Food inflaƟon hit 11.1% in urban areas and 10.7% in rural areas, with vegetable prices soaring 
by 42.2%, the highest in 57 months. 

 Edible oil prices rose 9.5%, with fruits also increasing by 8.4%. 
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 Core inflaƟon (excluding food and energy) rose slightly from September but remained below 4% for 
the 11th consecuƟve month. 

 High global edible oil prices, driven by supply issues in Southeast Asia, contributed to the inflaƟon 
spike. 
 

Key Concepts- Inflation 
 InflaƟon is the general increase in the prices of goods and services in an economy over Ɵme, leading 

to a decrease in purchasing power. 
 Types of InflaƟon: 

 Demand-Pull InflaƟon: Caused by high demand in the economy that outpaces supply, leading 
to price increases. 

 Cost-Push InflaƟon: Arises when the costs of producƟon (e.g., labor, raw materials) increase, 
which producers pass on to consumers through higher prices. 

 Measures of InflaƟon: 
 Consumer Price Index (CPI): Measures the average change in retail prices of goods and services 

consumed by households. It is the primary measure used to assess inflaƟon in many countries. 
 Wholesale Price Index (WPI): Measures changes in the prices of goods at the wholesale level, 

oŌen used as an indicator of future retail inflaƟon. 
 Producer Price Index (PPI): Reflects the average changes in prices received by domesƟc 

producers for their output. 
 

Headline Inflation Core Inflation
Headline inflation is the total inflation in an 
economy, reflecting the overall change in the 
prices of goods and services within a given 
period. It includes all items in the consumer 
basket, such as food, fuel, energy, and other 
goods, without excluding volatile items. 

Core inflation excludes volatile items like 
food and fuel prices to provide a clearer 
view of the underlying inflation trend. 

Deflation and Disinflation: 
 DeflaƟon: A sustained decrease in the 

general price level, which can lead to 
economic stagnaƟon as consumers 
delay purchases. 

 DisinflaƟon: A slowdown in the rate of 
inflaƟon, indicaƟng that prices are 
rising but at a slower pace. 

Inflation Targeting: 
 A monetary policy framework 

where central banks set an explicit 
inflaƟon target, aiming to keep 
inflaƟon within a specified range. In 
India, the RBI targets inflaƟon at 4% 
± 2%. 
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IN BAKU BREAKTHROUGH, COP CLEARS CARBON CREDIT TRADE 

 
 Countries at Baku for COP29 have voted to approve a long-awaited agreement to establish a global 

carbon market. 
 It will enable countries to trade carbon credits—cerƟfied reducƟons of carbon emissions. 
 The price of these carbon credits will be influenced by emission caps set by countries. 

 
Article 6 of the Paris Agreement: 
 Provides two mechanisms for trading carbon: 

1. Bilateral trades between countries (ArƟcle 6.2) and 
2. Global carbon market (ArƟcle 6.4). 

 Discussions at COP29 have focused on issues: 
1. AuthenƟcity of carbon credits 
2. Transparency in Origin 
3. AccounƟng rules 

 UN supervisory body proposing standards for carbon removal and project assessment. 
 However, some concerns remain —- especially around the accounƟng rules. 
 For example, if a company in a developed country funds an afforestaƟon project in a developing 

country, who claims the carbon credit? 
 How they should be recorded for NaƟonally Determined ContribuƟons (NDCs). 
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A MIXED REPORT CARD FOR THE IMEC 

 
 India- Middle East- Europe Economics Corridor 
 In September 2023, the India-Middle East-Europe Corridor (IMEC) was announced at the G20 

summit to reduce transit Ɵme and costs between Asia and Europe, aiming to rival the Suez Canal’s 
route. 

India- Middle East- Europe Economics Corridor 
 A connecƟvity project to enhance trade among India, the Arabian Peninsula, the Mediterranean 

region and Europe. 
 A mix of infrastructure: ports, railways, roads, sea lines and pipelines  
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Background: 
 MoU was signed during the G-20 summit by India, USA, Saudi Arabia, the United Arab Emirates 

(UAE), France, Germany, Italy, Jordan and the EU. 

 Later , Israel and Greece joined the project. 

 
 

Geoeconomic implications? Geopolitical implications? 
 Economic integraƟon → economic 

interdependence → help bridge 
divides → peace in the Middle East. 

 A compeƟtor to the BRI: By US, Europe and 
India 

 A preparaƟon for a post-oil economy by 
Gulf Countries 

 It will capitalize on the exisƟng trade 
routes: Only missing infrastructure is to be 
built. 

 
Challenges: 

1. Arabian Gulf : not manufacturing hubs: freights will be costlier if they remain empty. 

2. Three big economies in the Middle East (Türkiye, Egypt and Iran) are leŌ out: BRI is more 

economically incenƟvised. 

3. Already there exist routes (Bab El-Mandeb → Suez Canal): Why need another? 

4. Costly project: Route includes Saudi Arabia’s barren deserts : No economic depth to sustain the 

project. 
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A mixed report card for the IMEC 
 Key Concern:  

 Delayed progress, parƟcularly on the western leg of the corridor in West Asia. The Israel-
PalesƟne conflict in October 2023 paused key stakeholders, Saudi Arabia and Jordan, from 
moving forward on this part due to regional instability. 

 Any Progress? : Conversely, the eastern leg, linking the UAE and Indian ports, has seen substanƟal 
progress. 
 Bilateral trade between India and the UAE surged by 93% following the 2022 Comprehensive 

Economic Partnership Agreement (CEPA), with non-oil trade more than doubling. 
 However, the corridor’s broader goals— 

 Including clean energy export, 
 Undersea fiber-opƟc cables, 
 Energy grids, and 
 TelecommunicaƟon infrastructure 

o Remain on hold unƟl stability returns to West Asia. In the interim, eastern corridor 
countries should bolster connecƟvity and infrastructure to opƟmize IMEC’s future impact. 

 For India, this preparaƟon includes 
 Modernizing its ports, 
 Developing economic zones, and 
 Enhancing digital and logisƟcs systems to lower costs and improve integraƟon with global value 

chains. 

 
Question: 
Q.1  What is the need of IMEC when India already has invested in Chabahar Port in Iran and is part of the 

International North-South Transportation Corridor (INSTC)? Explain. 
Answer: 

Introduction: 
 Brief of IMEC. 
 Make a Rough map showing IMEC, Chabahar Port and INSTC. 
 MenƟon that they serve different strategic purposes and address disƟnct geopoliƟcal and 

economic objecƟves. 

How? 
1. Enhanced ConnecƟvity: It connects India to the southern Eurasian landmass while Chabahar and 

INSTC connect it to the northern Eurasia. 
2. DiversificaƟon of Trade Routes: INSTC and Chabahar Port projects are vulnerable to geopoliƟcal 

uncertainƟes, parƟcularly involving Iran facing sancƟons. 
3. No choke points: It promises connecƟvity to Europe without choke points of Bab al-Mandab and 

the Suez Canal. 
4. Energy Security: Mega offshore gas fields in the Eastern Mediterranean are an addiƟonal 

aƩracƟon. 

TATHASTU IC
S



 

 

5. Strategic Alliances: Key strategic partners in the Middle East and Europe, enhancing India's 
geopoliƟcal influence. 
 

Conclusion: 
 It complements the exisƟng trade and connecƟvity routes rather than being a replacement. 

 
Q.2  Consider the following statements regarding the India-Middle East-Europe Economic Corridor 

(IMEC): 
1. The IMEC is aimed at enhancing economic connecƟvity by establishing a new trade route that 

bypasses the Suez Canal, connecƟng India with the Middle East and Europe. 
2. The IMEC project includes mulƟple infrastructure components such as railways, energy pipelines, 

and digital connecƟvity. 
3. A key factor hindering progress on the western part of the IMEC is the ongoing Israel-PalesƟne 

conflict. 

Which of the statements given above is/are correct? 
(a) 1 and 2 only 
(b) 1 and 3 only 
(c) 2 and 3 only 
(d) 1, 2, and 3 

 
Q.3   Economic growth is usually coupled with (UPSC- 2011) 

(a) DeflaƟon 
(b) InflaƟon 
(c) StagflaƟon 
(d) HyperinflaƟon 

 
Q.4  In India, which one of the following is responsible for maintaining price stability by controlling 

inflation? (UPSC- 2022) 
(a) Department of Consumer Affairs 
(b) Expenditure Management Commission 
(c) Financial Stability and Development Council  
(d) Reserve Bank of India 

 
Q.5  With reference to inflation in India, which of the following statements is correct? (UPSC- 2015) 

(a) Controlling the inflaƟon in India is the responsibility of the Government of India only 
(b) The Reserve Bank of India has no role in controlling the inflaƟon 
(c) Decreased money circulaƟon helps in controlling the inflaƟon 
(d) Increased money circulaƟon helps in controlling the inflaƟon 
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