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Abstrac— tThis research examines the impact of global 

events, particularly the Russia-Ukraine war, post-

COVID economic recovery, oil market fluctuations, and 

supply chain disruptions, on prices in India from 2022 to 

2025. Utilizing a mixed-methods approach, including 

analysis of a survey with 38 Indian respondents and 

secondary data from economic reports, the study reveals 

persistent inflationary pressures in early years, easing by 

2025. Key findings indicate that while inflation peaked 

around 7% in 2022 due to elevated fuel and food costs, it 

moderated to approximately 2% by mid-2025, with food 

prices even declining. Survey data shows 76% of 

respondents noting significant fuel price increases and 

63% for food, attributing these largely to post-COVID 

recovery (55%) and the Russia-Ukraine conflict (32%). 

Conclusions suggest India's economy demonstrated 

resilience through diversified imports and policy 

measures, though vulnerabilities in energy and 

agriculture persist, recommending enhanced domestic 

production and trade diversification for future stability. 

 

Index Terms— 

• Evidence suggests global events like the Russia-

Ukraine war contributed to initial price spikes in fuel 

and food, but impacts have lessened by 2025 as 

inflation trends downward. 

• Post-COVID recovery appears to have played a 

larger role in sustained price pressures according to 

public perception, though official data highlights oil 

volatility as a key driver. 

• While many Indians report lifestyle adjustments due 

to costs, economic indicators point to a balanced 

recovery, with debates on whether government 

interventions fully mitigated disruptions. 

 

I. INTRODUCTION 

 

Background and Context- 

India's economy has become increasingly 

interconnected with global markets, relying heavily on 

imports for energy (over 85% of crude oil) and key 

commodities like fertilizers and edible oils. This 

integration, while fostering growth, has heightened 

susceptibility to international shocks. From 2022 

onward, events such as the Russia-Ukraine war 

disrupted supply chains, elevating global oil prices and 

contributing to domestic inflation. Coupled with 

lingering post-COVID effects, including demand 

surges and logistical bottlenecks, these factors 

influenced price stability. By 2025, however, data 

indicates a stabilization, with CPI inflation dropping 

below 3% in recent months, reflecting adaptive 

policies like increased Russian oil imports at 

discounted rates. 

 

Statement of the Problem- 

Between 2022 and 2025, India experienced volatility 

in essential prices, with inflation averaging around 6% 

in 2022-2023 before easing. This period saw fuel 

prices rise due to global oil fluctuations, food costs 

fluctuate from supply disruptions, and broader 

inflationary pressures amid economic recovery. The 

central issue is understanding how external events 

transmitted these effects, potentially exacerbating 

inequalities and prompting lifestyle changes among 

citizens, as evidenced by survey responses where over 

65% reported minor adjustments to consumption 

habits. 
 

Research Questions- 

• What were the primary global events influencing 

prices in India during 2022-2025? 

• Through which channels, such as trade 

disruptions or commodity price hikes, did these 

events affect the Indian economy? 

• What was the magnitude of their impact on 

India's inflation and specific sectors like fuel and 

agriculture? 

 

Objectives of the Study- 

The study aims to:  

1) Assess the role of global events in driving price 

changes 

2) Analyse public perceptions via survey data 
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3) Evaluate economic indicators for trends and 

resilience  

4) Propose policy recommendations for mitigating 

future risks. 

 

Scope and Limitations- 

This research focuses on price impacts from 2022-

2025, covering fuel, food, and general inflation, 

drawing from survey data (38 respondents) and official 

sources. Limitations include the survey's small sample 

size, potential self-reporting bias, and reliance on 

available 2025 data up to October, which may not 

capture full-year trends. 

 

Structure of the Paper- 

The period from 2022 to 2025 marked a transformative 

phase for India's economy, characterized by 

heightened vulnerability to global events amid its 

deepening integration into international markets. As 

one of the world's fastest-growing major economies, 

India relies extensively on global trade for essential 

commodities, with crude oil imports constituting over 

85% of its energy needs and significant dependencies 

on fertilizers, metals, and edible oils from regions like 

Europe and Central Asia. This interconnectedness, 

while driving GDP growth projected at 6.5% for 2025-

2026, has amplified the transmission of external 

shocks. The Russia-Ukraine war, erupting in February 

2022, exemplified this by disrupting global supply 

chains, spiking commodity prices, and contributing to 

inflationary pressures. For instance, crude oil prices 

surged from around $80 per barrel in early 2022 to 

peaks above $120, directly impacting India's import 

bill and domestic fuel costs. Similarly, post-COVID 

economic recovery introduced demand-pull inflation, 

as global lockdowns eased and consumption 

rebounded, exacerbating supply bottlenecks. Oil 

market fluctuations and persistent supply chain 

disruptions further compounded these effects, leading 

to volatile food and energy prices that affected 

households and industries alike. 

Survey data from 38 Indian citizens, collected in July 

2025, underscores these perceptions: 76.3% reported 

significant increases in fuel prices (petrol/diesel) 

between 2023 and 2025, while 63.2% noted 

substantial rises in essential food items like grains, 

vegetables, and cooking oil. Over half (52.6%) 

definitively linked these hikes to international events, 

with 55.3% identifying post-COVID recovery as the 

biggest global factor, followed by the Russia-Ukraine 

war (31.6%). This public sentiment aligns with 

economic indicators, where CPI inflation averaged 

6.7% in 2022, driven by food and fuel components, 

before moderating to around 2% by mid-2025 as 

global pressures eased. 

The central research problem revolves around the 

volatility and inflationary pressures in India during 

this timeframe, potentially tied to these global 

occurrences. Inflation peaked at 7.79% in April 2022, 

fueled by war-induced commodity spikes, and 

remained elevated through 2023 (averaging 5.8%), 

straining household budgets and prompting lifestyle 

adaptations—23.7% of survey respondents made 

major changes, such as reducing fuel use or avoiding 

branded goods. By 2025, however, inflation had fallen 

to 2.07% in August, with food prices even deflating by 

0.69%, suggesting a resilient recovery. Yet, debates 

persist on the extent of these impacts: while official 

data shows stabilization through measures like 

discounted Russian oil imports (rising to 40% of total 

by 2025), counterarguments highlight ongoing 

vulnerabilities in agriculture and manufacturing, 

where supply disruptions led to input cost increases of 

20-30% in some sectors. 

Key research questions guiding this analysis include: 

What were the primary global events such as the 

Russia-Ukraine conflict, post-COVID rebound, oil 

volatility, and supply chains that shaped price 

dynamics in India from 2022-2025? Through which 

mechanisms, including trade imbalances, currency 

depreciation, and sector-specific transmissions, did 

these events influence domestic prices? And what was 

the quantifiable magnitude of their effects on inflation, 

with CPI data revealing a downward trajectory from 

7% peaks in 2022 to sub-3% levels in 2025? 

Objectives encompass a comprehensive evaluation: to 

map the causal links between global events and price 

rises, integrate survey insights with macroeconomic 

data for a holistic view, quantify impacts via statistical 

trends (e.g., fuel price stability at ~₹95-100/liter post-

2022 hikes), and recommend strategies like bolstering 

domestic production in renewables and agriculture to 

enhance resilience. 

The scope is delimited to 2022-2025, emphasizing 

price effects on fuel, food, and general inflation, with 

data from surveys, RBI reports, and international 

sources like the IEA and World Bank. Limitations arise 

from the survey's modest scale and urban bias, 
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potentially underrepresenting rural perspectives where 

food inflation hits hardest, as well as incomplete 2025 

data amid ongoing global uncertainties. 

Structurally, the paper proceeds with a literature 

review synthesizing prior studies on global shocks' 

economic spillovers, followed by methodology 

detailing survey analysis and secondary data 

integration. Findings sections dissect quantitative 

trends e.g., inflation tables and qualitative perceptions, 

culminating in conclusions on India's adaptive 

capacity and policy imperatives. 

 

 
 

 
 

Food inflation, a major component, showed volatility: 

peaking at over 10% in mid-2023 due to war-related 

disruptions in wheat and oil supplies, but turning 

negative (-0.69% in August 2025) as domestic 

production ramped up. Fuel inflation remained 

subdued at 2.43% in 2025, aided by stable global oil 

prices averaging $70-80/bbl. 

In-depth analysis reveals the Russia-Ukraine war's 

multifaceted effects: India's import costs rose by 20-

30% for fertilizers and sunflower oil in 2022-2023, per 

Exim Bank estimates, fueling agricultural inflation. 

Post-COVID recovery amplified this through pent-up 

demand, with supply chains delayed by 20-40% in 

logistics sectors. Oil fluctuations, with Brent crude 
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varying 30% annually, directly influenced petrol 

prices, which rose from ₹95/liter in 2022 to peaks of 

₹110 before stabilizing. Counterviews from sources 

like IMF note India's strategic gains, such as 

discounted Russian oil (up 40x from pre-war levels), 

mitigating overall impacts and supporting GDP 

growth above 6%. 

Methodologically, the study combines descriptive 

statistics from the survey (e.g., frequency counts via 

Python analysis) with secondary data from RBI, 

MoSPI, and global reports, ensuring a balanced 

perspective by sourcing from diverse stakeholders, 

including pro- and anti-government analyses. This 

reveals a narrative of resilience: while early 

disruptions caused short-term pain, India's pivot to 

alternative suppliers and fiscal buffers like subsidies 

cushioned households, though rural areas faced 

disproportionate food price burdens. 

Ultimately, this comprehensive survey highlights the 

need for diplomatic hedging and investment in self-

reliance to navigate future global instabilities, 

positioning India as a stable player in an uncertain 

world. 

II. LITERATURE REVIEW 

 

Executive summary- 

Global price shocks pass through to domestic inflation 

via various channels: exchange-rate pass-through 

(ERPT), imported prices and commodity prices 

(particularly energy and food), global supply-chain 

shocks, and demand spillovers. The magnitude and 

velocity of transmission depend heavily on country 

attributes (inflation record, exchange-rate regime, 

monetary credibility, openness) and on the type and 

condition of the shock (e.g., commodity vs demand 

shock; high vs low world uncertainty). Recent 

prominent events the COVID-19 pandemic (2020–22), 

and the Russia–Ukraine conflict (since Feb 2022) 

illustrate how supply shocks and commodity price 

hikes joined with money and fiscal situations to 

generate considerable cross-country heterogeneity in 

inflation experiences (global headline inflation 

increased to around 8.7% in 2022 and was expected to 

reduce to ~6.8% in 2023). IMF+1 

Theoretical framework channels that pass global price 

shocks to domestic inflation 

1. Exchange-rate pass-through and price channels 

(ERPT) 

Fundamental concept. As world prices or exchange 

rates fluctuate, import prices (and thus domestic 

consumer prices) may vary. The exchange-rate pass-

through to consumers' prices is the responsiveness (or 

cumulative effect) of local prices to a shift in the 

nominal (or effective) exchange rate. Micro 

foundations focus on exporter pricing behaviour 

(producer-currency pricing vs. local-currency pricing), 

mark-ups, and segmentation of markets. Classic 

research by Campa & Goldberg demonstrates that 

pass-through is incomplete in the short run and varies 

with product composition and industry price 

behaviour. NBER 

Key magnitudes. Cross-country evidence indicates 

considerable heterogeneity: 

• Panel studies in recent times estimate cumulative 

ERPT to CPI that is much lower in advanced 

economies compared to emerging markets. For 

instance, pooled estimates indicate a cumulative two-

year ERPT of around 0.13 (i.e., 1% depreciation → 

0.13% higher CPI after two years) for advanced 

economies, compared to around 0.39 for emerging 

markets. In other words, a 10% nominal depreciation 

can be equivalent to around 1.3% (advanced) vs 3.9% 

(emerging) cumulative CPI increases over two years. 

ResearchGate 

(Calculation check: 0.13 × 10 = 1.30; 0.39 × 10 = 

3.90.) 

State dependence. ERPT is state-dependent: it 

increases when uncertainty and inflation are already 

high, and decreases when inflation is low and 

monetary policy is credible. This implies that the same 

exchange-rate movement may have a very much larger 

effect on CPI in times of crisis than in times of peace. 

IMF+1 

 

2. Imported goods and commodity channels 

Mechanics. Commodity price surges (oil, gas, 

foodstuffs, fertilizers, metals) feed into domestic 

inflation both directly (rise in fuel or food CPI 

elements) and indirectly (rise in producer prices, 

transport prices, and second-round effects on wages 

and services). 

Recent evidence & magnitudes. 

•During the Russia–Ukraine war (2022) commodity 

prices spiked: IMF/World Bank staff documented 

large increases for example, some commodity price 

aggregates rose ~19% between Feb and Aug 2022, 

while natural gas prices rose by over 129% in that 
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window; these increases materially raised headline 

inflation in many economies. IMF+1 

•ECB analysis quoted by Reuters put the increase in 

gas prices at 10% as boosting euro-area inflation by 

around 0.1 percentage point, and the approximately 

200% rise at the 2022 peak adding on the order of ~2 

percentage points to euro-area inflation. It illustrates 

how localized energy shocks can shift headline 

inflation quite a bit. Reuters 

 

3. Supply-chain / global value chain (GVC) 

transmission 

Mechanics. Production, shipping, or input market 

disruptions (e.g., semiconductor shortages, port 

congestions, factory closures) increase production 

costs and increase goods prices. These spillovers are 

transmitted internationally by intermediate-goods 

trade. 

Evidence. Research for the COVID-years (2020–22) 

indicates: 

•Bottlenecks and longer delivery times closely 

followed producer-price inflation; econometric 

decompositions identify supply constraints and 

supply-chain frictions as key drivers of the 2021–22 

inflation peak, in addition to energy and food price 

shocks and robust demand in some markets. NBER, 

World Bank and central-bank research assign a 

significant portion of the 2021–22 goods price peak to 

these disruptions. Jesse LaBelle+2NBER+2 

 

4. Demand spillovers and global cyclical effects 

Mechanics. World demand booms (or busts) transform 

world commodity prices and global competition for 

labor and goods. High external demand can drive up 

import prices, and through trade connections 

contribute to domestic inflation even without 

exchange-rate adjustments. 

Evidence. World Bank research finds that oil and 

global demand shocks have historically driven major 

swings in global inflation (e.g., 1970s, 2008, and 

2020–22 episodes). In short: both supply and demand 

global shocks matter and their relative importance 

varies by episode. World Bank 

5. Expectations, credibility, and second-round effects 

Mechanics. As long as exchange- or commodity-price 

shocks are seen as permanent, companies can increase 

wage and price setting, propagating into overall 

inflation. Reliable monetary policy (targeted inflation 

expectations) lowers the incidence of such second-

round effects and therefore the size of ERPT. 

Evidence. Cross-country evidence associates more 

credible monetary policy (measured through better-

anchored expectations or institutional inflation 

targeting) with reduced ERPT. In reality, weak 

credibility or unanchored expectations emerging 

economies have greater pass-through.  

Microeconomic pricing and the "pricing-to-market" 

channel 

Pricing behavior. Exporters/importers can price in 

their own currency (producer-currency pricing) or the 

buyer's currency (local-currency pricing). Pricing-to-

market (PTM) i.e., mark-ups by exporters responding 

to exchange-rate movements reduces ERPT in the 

short run. Campa & Goldberg's evidence (and 

subsequent literature) reveals product composition 

(manufactured vs commodities), market structure, and 

contractual currency invoicing as key drivers of pass-

through observed. NBER 

Empirical evidence how significant global events 

affected emerging economy inflation 

Here we survey the empirical literature and record 

lessons from three broad event categories: the 2007–

08 food & commodity price crisis, the COVID-19 

experience (2020–22), and the Russia–Ukraine war 

(2022 onwards). We supplement country-specific 

illustrations to emphasize heterogeneity. 

A. 2007–08 global food and commodity price boom 

What occurred. Global fertilizer and food prices 

surged in 2007–08; a number of emerging economies 

suffered major real welfare losses and food insecurity. 

 

Findings. Empirical evidence indicates: 

•Food price shocks directly contribute to headline 

inflation in those economies where food makes up a 

significant portion of the CPI basket (usually the 

situation with low- and middle-income countries). It is 

a direct and potentially large pass-through since food 

prices tend to be imported or referenced to 

internationally traded staples. 

•Flexible exchange rate countries at times experienced 

exchange-rate depreciation, which exaggerated 

imported fuel and fertilizer prices, further inflating 

prices and perpetuating a vicious cycle for food-

importing poor nations. (FAO and World Bank 

recorded record food price indices and enhanced 

vulnerability.) AP News+1 
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Statistic (example). FAO's Food Price Index was 

around 143.7 points on average in 2022, a rise of more 

than 14% from 2021 and a reflection of the cumulative 

impact of weather, input costs and trade disruptions 

throughout the period (example of how food channel’s 

function). AP News 

B. COVID-19 pandemic and supply-chain shocks 

(2020–22) 

What happened. Global demand surges, plant closures, 

and shipping disruptions caused unprecedented 

bottlenecks for goods and inputs. 

Findings. Empirical evidence (NBER, central banks, 

World Bank, Fed research) concludes: 

• Supply bottlenecks were at the center of the mid-

2021–2022 goods price increase across most 

countries. 

• The impact was uneven: economies with higher 

participation in GVCs and high dependence on 

imported intermediate products experienced greater 

pass-through to domestic producer and consumer 

prices. Recovery and restoration of port/transport 

capacity in late-2022 were in line with disinflation in 

goods. Federal Reserve+1 

Statistic (illustrative). Producer and import price series 

studies have found delivery time and backlog indexes 

closely followed producer-price inflation during 

2021—2022; decompositions assign a significant 

share (country varies) of that inflation to supply 

bottlenecks instead of sheer demand pressure. 

(Country-level decompositions can be found in NBER 

and Cleveland Fed analyses.) Federal Reserve Bank of 

Cleveland+1 

C. Russia–Ukraine war (since Feb 2022) commodity 

and trade disruption shock 

What occurred. The conflict intervened in energy, 

grain, and fertilizer markets and catalyzed broad trade 

restrictions that intensified commodity price volatility 

and inflation worldwide. 

Findings. Several institutions (World Bank, IMF) 

estimate the direct inflationary impact: 

•Commodity price indices spiked in early–mid 2022 

(e.g., commodity price aggregates up ~19% between 

Feb–Aug 2022) and energy (gas, select oil 

benchmarks) increased sharply passing through 

directly into headline inflation, particularly in energy-

importing emerging economies. IMF+1 

More trade restrictions in 2022 (on commodities) 

amplified supply-side pressures and generated chronic 

higher prices in certain categories. IMF 

Statistic (example). IMF/ECB analysis put the 

estimated inflation contribution of the gas price hike at 

the 2022 peak at around ~2 percentage points in the 

euro-area, given the extremely large run-up in gas 

prices. This magnitude demonstrates that energy 

shocks can move headline inflation by multiples of 

central-bank targets alone. Reuters 

Country-level empirical illustrations (representative 

cases for emerging markets) 

Turkey (heterodox policy + massive depreciation → 

high inflation) 

• Factuals. Turkey recorded extremely large CPI 

results in 2022: headline inflation reached ~85% 

in Oct 2022 (decades-high) following policy rate 

reductions and significant lira depreciation; 

inflation continued to be high in following years. 

Such results are evidence of strong ERPT 

complemented with policy credibility issues and 

currency pass-through into fuel and food prices. 

FocusEconomics+1 

• Lesson. As monetary policy credibility is lost and 

currency depreciates rapidly, ERPT and second-

round effects may yield very large, long-lasting 

inflation episodes.Argentina (rapid depreciation 

and severe inflation) 

• Facts. Argentina experienced highly elevated 

annual inflation episodes in 2023–24, with highly 

elevated annual rates above 200% in a few 12-

month readings in 2023 (e.g., AP reporting 

~211% in 2023) and highly elevated figures in 

2024, too; the episode is linked to big currency 

devaluations, fiscal/monetary shocks and 

indexation dynamics. AP News+1 

• Lesson. Severe currency shocks coupled with 

poor monetary anchors and indexation have the 

potential to generate extremely high inflation an 

extreme form of ERPT + second-round 

wage/price dynamics. 

• Mozambique (example from IMF country 

studies) 

• Facts. Country studies (e.g., IMF studies) 

discover quick and sometimes asymmetric 

ERPT: one finds ~50% of an exchange-rate 

change through to prices in less than six months 

(Mozambique case). This points out that pass-

through speed and magnitude differ and are 

usually larger in smaller, more open emerging 

economies. 
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Methodologies employed in the empirical literature-  

Researchers apply a combination of micro and macro 

approaches to quantify transmission and pass-through: 

1. VAR / SVAR frameworks detect shocks and trace 

impulse responses of prices to exchange-rate, oil, and 

supply shocks. Handy for macro aggregates and 

historical decompositions. (Commonly applied in 

central bank and IMF studies.) 

2. Local projections (Jordà 2005) gaining favor 

(flexible, resistant to misspecification) to target 

estimation of state-dependent impulse responses (this 

method is applied in some recent IMF and research-

bank studies of ERPT). American Economic 

Association+1 

3. Micro-price / industry-level studies take advantage 

of cross-section of imported goods, invoices, and firm 

pricing to illuminate pricing-to-market versus 

producer-currency pricing and sectoral heterogeneity 

(e.g., Campa & Goldberg and follow-ups). NBER 

4. Structural DSGE or open-economy models for 

conducting counterfactuals and policy analysis (e.g., 

to determine how monetary tightening will neutralize 

imported inflation). 

5. Event studies and narrative methods in order to 

disentangle the instantaneous effects of observable 

shocks (pandemic lockdowns, sanctions, supply 

constraints). 

Empirical stylized facts (consensus findings from the 

literature) 

1. ERPT declined across recent decades on average, 

especially in developed economies; lower persistent 

inflation and greater monetary credibility account for 

much of the decline. Nevertheless, ERPT still is larger 

in emerging market economies. Bank for International 

Settlements+1 

2. ERPT is state-dependent it is higher when 

uncertainty and inflation are high, and when shocks 

are commodity or supply oriented. As a result, 

tranquil-period pass-through estimates underestimate 

pass-through in times of crisis. IMF 

3.Shocks to commodity and supply chains have big 

direct impacts on headline inflation (energy and food) 

and can generate persistent impacts through second-

round wage and price setting. The 2021–22 episode 

shows how the interaction of pandemic bottlenecks 

and a large commodity shock (Ukraine war) generated 

a widespread global inflation increase. IMF+1 

4. Heterogeneity of country is big. Pass-through is a 

function of exchange-rate regime, import composition, 

monetary regime, and openness. Most vulnerable are 

small open economies with high imported share and 

poor policy anchors. NBER+1 

Implications for policy and direction of research 

recommendations 

 

For emerging economy policymakers 

•Increase monetary credibility (clarified frameworks, 

inflation targeting where possible) to reduce ERPT and 

reduce second-round effects. Empirical evidence 

associates higher credibility regimes with lower pass-

through. ijcb.org 

•Focused fiscal actions and social protection will 

minimize the distributive costs of commodity-related 

food and energy price shocks without risking overall 

inflationary fiscal drift. 

•FX flexibility and sound FX reserves/market 

management can absorb shocks; but under fragile 

credibility environments, FX flexibility can lead to 

high pass-through hence credibility and policy 

sequencing are important. IMF country and WEO 

analyses consider these trade-offs. IMF For 

researchers 

• More state-dependent breakups (like Carrière-

Swallow et al.) are required in order to quantify pass-

through across various types of shocks and uncertainty 

environments. IMF 

• Micro–macro linkage papers: bring together firm-

level invoicing/pricing information and macro shocks 

to be able to identify PTM vs PCP channels more 

precisely across sectors (manufacturing vs agriculture 

vs services). 

Annex: Key headline statistics & data points  

•Global headline inflation: reached up to 8.7% in 2022 

(global total according to IMF WEO) and was 

expected to reduce to 6.8% in 2023 and ~5.2% in 2024 

(WEO estimates). IMF 

•Commodity price fluctuations (Feb–Aug 2022): 

commodity price indexes increased ~19.1%; natural 

gas increased ~129.2% during that period. (IMF 

SFO/World Bank estimates). IMF+1 

• ERPT estimated magnitudes (typical panel 

evidence): cumulative 2-year ERPT to CPI: ~0.13 

(advanced economies) vs ~0.39 (emerging markets) 

i.e., 1% depreciation → 0.13% vs 0.39% CPI over two 

years (approx.). ResearchGate 

• Example country peaks: Turkey headline inflation 

peaked ~85% Oct 2022; Argentina posted annual 

inflation readings well above 200% in 2023 (periods 
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of extreme depreciation & indexation). 

FocusEconomics+1 

The Indian context literature review of global drivers 

and inflation in India 

Overview: why global drivers are important for India 

India is an open, sizeable emerging economy that is 

still a net importer of energy and a few key food items, 

and whose consumer basket gives significant weight 

to food. That is, global price fluctuations (oil, edible 

oils, cereals), global logistics disruptions, and global 

monetary/financial changes can pass on quite rapidly 

into domestic prices straight through import prices and 

indirectly through exchange-rate, cost of production, 

and expectation channels. For example, food and drink 

contribute approximately ~45–54% to the CPI basket 

based on series and base employed rendering food 

price movements highly significant for Indian headline 

inflation. Ministry of Statistics+1 

Indian headline inflation spiked to 7.0% in March 

2022, a leap RBI squarely placed on global 

geopolitical spillovers (fuel and food), demonstrating 

how foreign shocks fuel domestic inflation episodes. 

Reserve Bank of India 

Channel A World commodity prices (oil, food, edible 

oils, fertilisers) 

1.Indigenous crude oil. India is a net importer of crude; 

oil price fluctuations thus increase local petrol, diesel 

and transport prices, and pass through to prices of a 

large number of goods and services. Brent crude 

increased over $100/bbl in early 2022 and peaked at 

about $122.7/bbl (June 2022 monthly average) during 

the Russia–Ukraine shocks a big shock for an oil-

importing economy like that of India. These spikes 

inflated fuel and transport prices and fueled headline 

inflation in 2022. U.S. Energy Information 

Administration+1 

2. Food and edible oils. The FAO Food Price Index hit 

a record high in 2022 (April/March 2022 highs), with 

significant contributions from cereal and vegetable-oil 

price fluctuations due to the war in Ukraine and supply 

shocks. Since food accounts for nearly half of the CPI 

weight, international food price movements had 

disproportionately large impacts on Indian headline 

inflation during 2021–22. Policymakers responded 

with trade-policy responses (e.g., variations in import 

tariffs and tariff-rate quotas on edible oils) to slow 

down pass-through into retail food prices. 

FAOHome+1 

3. Fertilizers and costs of inputs. World gas and 

fertiliser prices increased strongly in 2021–22; since 

fertilisers are important farm inputs, this pushed 

domestic farm costs and thus food inflation in a 

number of months. Multilateral and G20 reports 

emphasize the importance of energy-linked fertiliser 

price shocks in the 2022 food price incident. g20.in+1 

Empirical measurement (India). India-specific 

research (and RBI analysis) ascertain that commodity 

shocks (oil/food) exert statistically significant effects 

on wholesale and consumer prices; the contribution 

differs by period and index. RBI and government 

estimates (and cross-country literature) impute a 

significant portion of the 2021–22 inflation increase to 

food & energy world shocks. Bank for International 

Settlements+1 

Channel B Exchange-rate pass-through and imported 

inflation 

Exchange rate pass-through (ERPT) captures the 

proportion of a currency depreciation that is reflected 

in domestic prices. For India, the literature regularly 

finds partial pass-through: exchange-rate shocks to 

impact import and wholesale prices more than core 

CPI, with magnitude being moderate (not one-for-

one). Traditional and updated estimates reveal a large 

range based on horizon, index (CPI vs WPI vs import 

prices), and sample: 

•Past multi-method studies document low to moderate 

ERPT into CPI: e.g., long-run pass-through elasticities 

for CPI in certain studies are in the single-digit to low-

double-digit percent range, whereas WPI/import price 

pass-through is higher. macrofinance.nipfp.org.in+1 

•Recent IGIDR/RBI-period work (up to 2021) 

replicates less than perfect ERPT, with more 

pronounced impacts on WPI/import prices compared 

to CPI; outcomes differ with models but indicate 

partial transmission. igidr.ac.in+1 

Why ERPT is partial in India (mechanisms spotted in 

literature): 

•Firms' mark-ups and pricing-to-market (domestic 

rivals absorb or transmit only part of exchange-rate 

movements). 

•Major percentage of imports invoiced/priced in USD 

or other currencies and trading contracts/hedging 

policies which shift short-run pass-through. World 

Bank and country studies highlight invoicing currency 

effects. Open Knowledge Repository 

•Monetary policy reactions and central bank 

interventions (reserve usage, FX market operations) 
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reduce pass-through through their effects on 

expectations and financing. The IMF and RBI mention 

India's use of FX interventions during turbulent times. 

Reserve Bank of India 

Live example/stat: the rupee depreciated sharply in 

2022 (ended the year down roughly 10–11% vs. USD), 

a movement linked with increased import costs and 

direct upward pressure on import price indices and 

specific CPI subcomponents (fuel, transport, imported 

intermediate goods). Reuters and RBI 

contemporaneous commentary reported the 

depreciation and the correlation with Fed tightening 

and international dollar strength. Reuters+1 

Channel C Global supply-chain disruptions and 

shipping/transport costs 

The Covid-19 pandemic generated never-before-seen 

worldwide supply-chain stress (container scarcity, 

congested ports, and record container freight rates 

during 2020–21). Econometric research conducted by 

academia and central banks indicates that spikes in 

worldwide shipping prices and supply-chain stress 

made material contributions to import price inflation 

and to the short-term increase in consumer prices 

across much of the world. India experienced higher 

import prices of manufactured items and intermediate 

inputs, slower shipments and increased input prices for 

manufacturing. The BIS, Fed and quantitative studies 

estimate the quantitative contribution of supply-chain 

tensions to home inflation increases in 2020–22. 

PMC+1 

Live example: container freight indices (Freightos 

Baltic Index / Drewry WCI) spiked in 2020–21 and 

subsequently normalized afterwards during the peak 

duration import price inflation accelerated across the 

world and appeared in domestic import price and 

wholesale indexes. India's seaports and foreign trade 

flows suffered pandemic shocks recorded in research 

on Indian maritime shipping. Freightos+1 

Channel D Global monetary policy and financial 

spillovers 

Stricter global monetary policy specifically the U.S. 

Federal Reserve's aggressive 2022–23 rate hikes 

created big capital-flow reversals, a stronger USD, and 

stress on EM currencies. For India this manifested as 

capital outflows occasionally and rupee weakness, 

compelling the RBI to consider FX intervention, 

domestic interest-rate hiking, and the trade-offs 

involved in stabilising growth vs. anchoring inflation 

expectations. Cross-country empirical research 

measures significant spillovers of U.S. monetary 

policy to emerging markets' growth, external financing 

costs and currencies channels that indirectly influence 

domestic price dynamics in India through imported 

inflation and financing expenses. Federal Reserve+1 

Statistic/example: empirical estimates (Fed/IMF 

research) show the 2022–23 Fed tightening had 

meaningful negative output and currency effects on 

emerging markets; India’s rupee declines in 2022 

(~10%) and the RBI’s public commentary show such 

spillovers affected domestic price pressures and policy 

choices. Reuters+1 

Channel E Sectoral heterogeneity and indices (CPI vs 

WPI vs import prices) 

Multiple studies find heterogeneity across price 

indices: 

•External shocks and exchange-rate movements make 

import price index most responsive. 

•WPI responds more than CPI since WPI includes 

goods and stage-of-production prices (more proximate 

to import and producer prices). 

•CPI is less volatile due to higher food weighting, 

administration/subsidies, and services-sector 

dynamics responding differently to external shocks. 

Indian work (Bhattacharya et al., Pyne, Parab and RBI 

studies) records these differences, long-run ERPT into 

CPI usually smaller than into WPI/import prices. 

macrofinance.nipfp.org.in+2igidr.ac.in+2 

Nonlinearity & asymmetry: evidence for India 

One common finding across a number of Indian 

studies is that pass-through is nonlinear and 

asymmetric: 

• Commodity price hikes (e.g., oil hikes) have a 

stronger and faster effect on domestic prices than 

symmetric dips (i.e., price drops less likely to be 

passed-through in full). Asymmetry for oil and a few 

food items is revealed by NARDL and quantile studies 

for India. Academia+1 

Policy relevance: asymmetry is important because it 

suggests that inflation could react sharply to positive 

external shocks (oil, food), but downside global price 

changes do not create symmetric relief making control 

of headline inflation and policy-making difficult. 

Summary of empirical magnitudes (some estimates) 

• ERPT: ERPT estimates for India are different across 

papers, methods, price index and horizon but generally 

suggest low-moderate CPI pass-through (low-

moderate CPI pass-through; higher WPI/import price 

pass-through). Typical numbers in the literature are 
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single-digit to low-double-digit percent CPI responses 

to a 1% depreciation of the exchange rate on 

appropriate horizons, with import or wholesale indices 

producing bigger coefficients. 

macrofinance.nipfp.org.in+1 

•Oil & food shocks: during 2021–22 global food and 

oil price increases were significant drivers of India's 

2022 inflation peak (headline 7.0% in March 2022). 

FAO and EIA indices hit a high in 2022 and were 

associated with increased domestic fuel and food 

inflation. Reserve Bank of India+2FAOHome+2 

• Rupee depreciations: the rupee depreciated 

approximately 10–11% in 2022, an item that raised 

import prices and put upward pressure on import price-

sensitive inflation components. Reuters 

Gap in research what earlier studies lacked (and how 

your study can fill them) 

In spite of a very large body of work on ERPT, oil/food 

pass-through and spillovers, various gaps persist 

particularly for studies with policy-relevance in the 

post-2020 setting. Here, I enumerate the key gaps, 

describe why we care, and provide pragmatic 

recommendations (data, methods, identification) on 

how your research can plug these holes. 

Gap 1 post-2020 events and cumulative shocks 

(COVID → Ukraine → Fed tightening) 

Why it matters: most traditional ERPT and pass-

through estimates cut off before the COVID pandemic 

or the 2022 commodity/geo-political shocks. Those 

shocks were structurally distinct (large, synchronized 

supply and demand shocks, logistics bottlenecks, and 

abrupt global monetary normalization). Estimated 

results prior to 2020 might not reflect the structural 

shift in pass-through dynamics. 

macrofinance.nipfp.org.in+1 

How to fill it: re-estimate ERPT and commodity pass-

through using high-frequency monthly (or weekly, 

where data are available) data up to 2023–2025. 

Employ rolling windows and time-varying parameter 

models (TVP-VAR, state-dependent NARDL, or time-

varying SVAR) to identify regime changes and 

structural breaks due to COVID and the 2022 shock. 

Add interaction terms for shipping expenses and 

global supply pressure indexes (NY Fed GSCPI, 

Freightos Baltic Index). Federal Reserve Bank of New 

York+1 

Gap 2 Sectoral & distributional heterogeneity (who 

suffers imported inflation?) 

Why it matters: national CPI/WPI averages hide which 

sectors and households suffer most e.g., imported 

manufactured goods versus domestically produced 

food. Likewise, poor families allocate a greater 

proportion to food, so imported food/fuel price shocks 

are regressive. Policy action varies by distributional 

effect. Trading Economics 

How to fill it: (a) employ disaggregated CPI/WPI 

subindices (transport, food subgroups, durable goods), 

(b) compare with household expenditure data (more 

recent HCES/NSS) to calculate incidence over deciles, 

and (c) carry out panel regressions over states (state 

CPI subindices) or product groups to quantify 

heterogeneous pass-through. Use microdata (micro 

datasets for CMIE/PLFS or household consumption 

surveys) for distributional incidence. Ministry of 

Statistics 

Gap 3 Firm pricing behavior, invoicing currency role, 

and micro evidence 

Why it is important: macro ERPT estimates are 

unclear regarding the firm-level margin and invoicing 

choices that decide pass-through. Emerging global 

literature reveals invoicing currency (USD or local 

currency) and product-level market structure account 

for cross-country heterogeneity. India has limited 

firm-level evidence connecting invoicing, mark-ups, 

and pass-through. Open Knowledge Repository 

How to fill it: get firm-level or product-level import 

and sales price data (e.g., customs/import unit value 

data, Prowess/CMIE firm accounts) and examine how 

individual firms modify domestic prices following 

exchange-rate or global price shocks. Apply micro-

panel methods and event-study around big exchange-

rate movements. In absence of invoicing information 

directly available, proxy by source country / contract 

type or use currency composition of trade flows. 

macrofinance.nipfp.org.in 

Gap 4 Global monetary spillovers and domestic policy 

interactions 

Why it matters: global monetary tightening increases 

domestic financing costs and depreciates the currency, 

but central banks' interventions (FX intervention, 

interest rate hikes) in turn influence pass-through. 

There are few studies that measure the combined 

dynamics of capital flows, FX intervention, and 

inflation pass-through for India. Federal Reserve+1 

How to fill it: merge high-frequency information on 

foreign portfolio flows, FX reserves/intervention 

proxies, and policy rates with price indices in a 
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structural VAR or locally estimated impulse-response 

setup. Employ event identification (e.g., surprise Fed 

announcements) to instrument global monetary shocks 

and estimate causal channels. Counterfactuals with 

and without RBI interventions. Federal Reserve 

Gap 5 Shipping costs & supply-chain pressures in 

ERPT models 

Why it is important: recent data reveal shipping price 

spikes accentuated import price inflation. The majority 

of India ERPT work has not specifically included 

shipping indices (Freightos/Drewry) or the Global 

Supply Chain Pressure Index (GSCPI) as explanatory 

variables. PMC+1 

How to fill it: add freight cost indexes and GSCPI as 

exogenous regressors to VAR/ARDL/NARDL 

specifications. Compare import price responses with 

and without including the shipping variable and use 

this to quantify its marginal contribution. Apply 

structural decomposition to calculate the share of 

import price inflation from shipping costs versus 

exchange-rate versus global commodity price changes. 

Gap 6 Asymmetric pass-through across positive vs 

negative shocks 

Why it's important: asymmetry (greater pass-through 

for price increases than decreases) has been 

established for oil and food in India, but more detailed 

examination across goods and horizons is required to 

guide policy (e.g., whether to view food shocks as 

transitory). Academia+1 

How to fill it: implement NARDL and quantile 

regression techniques on disaggregated price indexes 

and across horizons; examine if monetary/FX policy 

regimes change asymmetry (policy stance interaction).  

Gap 7 Climate and supply-side weather shocks 

interacting with global factors 

Why it matters: domestic harvests are impacted by 

extreme weather while the international input prices 

and fertilizer price shocks define output cost together 

they can generate more lasting food inflation. This 

cumulative hazard is uncharted territory in India's 

inflation research. IMF 

How to fill it: merge farm output/weather data 

(IMD/NDVI/gridded data) with international fertilizer 

and energy price indexes; estimate combined effect on 

food CPI from a structural panel on states. 

Gap 8 Expectations, communication and distributional 

policy responses 

Why it matters: inflation expectations transmit pass-

through and monetary policy effectiveness. More 

recent household and professional expectations 

surveys, as well as micro-expectations data, have not 

been utilized to the extent possible to analyze the 

feedback between external shocks, expectations, and 

Indian inflation persistence. ScienceDirect 

How to fill it: employ RBI/household inflation 

expectation surveys along with professional 

forecasters; use expectation channels in a SVAR or 

Bayesian VAR and check if communication/forward 

guidance mitigates pass-through. 

 

III. GLOBAL SIGNIFICANT EVENTS AND THE 

CONSEQUENT ECONOMIC IMPACTS 

(2022–2025) 

 

Executive summary  

Between 2022 and 2025 three forces were prominent 

macro drivers of inflation and macro volatility: (A) the 

Russia–Ukraine war (energy, grain, and fertilizer 

market shock), (B) residual post-COVID supply-chain 

tensions (cost of transport, semiconductor and input 

bottlenecks), and (C) global monetary policy 

tightening and subsequent partial easing (big Fed hikes 

in 2022–2023, gradual easing in 2024–2025) that 

changed capital flows and exchange-rate dynamics for 

emerging economies (including India). Here I enhance 

each sub-section (2.1–2.3) with definite data, 

examples and quoted sources so you can copy directly 

into a report or PPT.  

The Russia–Ukraine conflict effect on world energy, 

food, and fertilizer prices 

A. Energy (oil & gas): shock, re-routing, and price 

volatility 

• What occurred: Russia is a large international 

supplier of crude and pipeline natural gas to 

Europe. Markets responded instantaneously after 

the February 2022 invasion: Brent crude rose 

(Brent averaged approximately $100/bbl in 2022 

and experienced intra-March 2022 highs greater 

than $110–127/bbl in early March). The 

uncertainty regarding Russian supply put a 

significant risk premium into energy prices. U.S. 

Energy Information Administration+1 

• Natural gas: European gas prices (Dutch TTF) 

reached a record level of volatility and very high 

spot/future prices in 2022 with pipeline flows 

declining and LNG demand surging. While 

volatility eased with emergency measures and 

storage refills, gas price volatility remained well 
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over pre-war averages up to 2023–2024. That 

structural realignment (more LNG, less Russian 

pipeline) increased global competition for LNG 

and enhanced seasonal price risk. IEA+1 

• Economic real-world implications: increased 

crude/gas lifted fuel, fertilizer (natural-gas is a 

feedstock), and transport expenses contributing 

directly to headline inflation in most nations 

(energy and transport weights in CPI). Energy 

shock also prompted governments to subsidize 

fuel or permit higher domestic prices, with fiscal 

burdens and second-round inflation 

consequences. U.S. Energy Information 

Administration+1 

 

B. Food (wheat, maize, edible oils): lost production & 

price increases 

•Shares at risk: Russia and Ukraine collectively 

represented approximately ≈24% of international 

exports of wheat/maize/barley (combined export share 

average for certain years) when Black Sea routes were 

interrupted and shipping insurance premiums 

increased, international cereal supply tightened. FAO's 

Food Price Index reached its peak in March 2022 and 

continued to be structurally higher for several months. 

Open Knowledge FAO+1 

•Individual commodities / examples: 

Wheat: early-2022 saw a sharp rise in global wheat 

prices; many countries (including India) responded 

with export bans to safeguard domestic supply. India 

prohibited wheat exports in May 2022 (to safeguard 

domestic supplies), which took away a potential 

cushioner from global markets. Reuters+1 

Edible oils: Ukraine provided an extremely high 

proportion of sunflower oil exports (Ukraine was one 

of the leading exporters), and India is highly reliant on 

sunflower oil imports from Ukraine/Russia India 

received an extremely high proportion of its sunflower 

oil from Ukraine during late-2021/early-2022 (~70% 

of sunflower oil imports in some months), hence 

disruptions translated directly into edible-oil price 

inflation in India and drove policy actions such as duty 

adjustments and temporary import quota adjustments. 

Foreign Agricultural Service+1 

•Overall impact on food prices: FAO's index reflects 

the post-invasion surge (March 2022 high) and then 

subsequent softening; but high uncertainty and 

periodic supply shocks-maintained food inflation 

above pre-pandemic levels for prolonged durations. 

(FAO: FFPI was well above most pre-2020 levels and 

the March 2022 high was a multi-year peak.) 

FAOHome 

 

C. Fertilizers: feedstock disruption → higher crop 

input prices 

• •Why fertilizers are important: fertilizers (urea, 

DAP, potash, ammonia) are energy-intensive; 

natural gas is an important feedstock for nitrogen 

fertilisers while Russia/Belarus are major 

exporters of potash and other fertilizer products. 

Disruptions or trade tensions thus increased 

fertilizer prices and decreased availability in 

2022. Reuters+1 

• •Observed movements: fertilizer price indices 

(World Bank fertilizer price index) jumped in 

2022 and then fluctuated following early 2022 

highs, segments of the market stabilized as 

Russian exports readjusted and alternative supply 

or stocks were accessed, but prices were still 

relatively high compared to pre-2020 levels and 

were a major cost driver for farmers in 2022–

2023. Through 2024, some of the pressure on 

fertilizer prices relaxed (World Bank documents 

declines from 2022 peaks), but intermittent 

tightness (e.g., urea shortages) occurred. World 

Bank Blogs+1 

• •Market structure illustration (potash): Russia 

(and Belarus) used to account for a material 

proportion of worldwide potash supply 

disruption or sanctions caused re-directing and 

market-share realignments (Canada, other 

producers grew proportion while sanction 

technicalities changed flows). IFPRI/World Bank 

studies record a reallocation of potash flows post-

2022. IFPRI+1Bottom line  

• •The Russia–Ukraine conflict generated an 

abrupt energy, grain, edible oil and fertilizer 

feedstock supply shock. That mix created near-

term price spikes (March–June 2022) and 

lingering second-round effects (increased 

fertilizer prices → increased agricultural 

expenses; increased LNG competition → 

increased power and heating costs in Europe; 

food price pass-through to importers like India). 

Throughout 2023–2025 numerous prices 

normalized from their March-2022 highs, but 

structural re-routing (increased LNG, changed 

fertilizer trade flows) created lingering volatility 
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and increased downside risk. U.S. Energy 

Information Administration+2IEA+2 

 

Post-Pandemic supply-chain disruptions lingering 

effects and inflationary consequences 

A. How COVID-era disruptions became inflationary 

•Mechanism: COVID shocks (factory closures, labor 

shortages, port bottlenecks, flight/ship schedule 

cancellations) lowered supply of final products and 

inputs just as fiscal/monetary stimulus-maintained 

demand the mismatch pushed up goods prices and 

logistics expenses. Global indices measuring shipping 

or delivery frictions jumped in 2020–2022; economists 

demonstrate supply-chain pressures were a significant 

inflation contributor in 2021–2022 (estimates range 

country by country but supply drivers were non-

negligible). Cleveland Fed+1 

 

B. Freight, ports and container rates volatility with real 

costs 

• Freight rate surges: container spot rates skyrocketed 

in 2020–2021 and spiked into 2022 on a number of 

trade lanes (e.g., China→US West Coast quotes 

increased from pre-pandemic few hundreds to tens of 

thousands or many thousands of dollars per 40ft box 

on certain routes/time windows). Indexes like the 

Drewry World Container Index (WCI) and Freightos 

Baltic Index (FBX) posted pandemic peaks in 2021–

2022 then huge falls as bottlenecks relaxed but the 

levels remained well above pre-pandemic standards 

for extended periods, sustaining higher import expense 

for retailers and manufacturers. Current WCI/FBX 

levels (2024–2025) are significantly lower than 

pandemic peaks but still play a significant cost vector 

for tradeable inflation. Drewry+1 

• Port congestion illustration (LA/Long Beach): the 

San Pedro Bay ports suffered historic vessel backlogs 

towards the end of 2021 and the beginning of 2022 

(hundreds of vessels waiting at times); order of 

magnitude of value held in containers was significant 

(project44 estimated ~$238 billion of freight stranded 

in a matter of weeks). The backlog extended lead times 

and stock outages for retailers compelling more 

inventory or price pass-through. By late-2022 and 

through 2023 congestion abated but the intermittent 

shocks are a perfect illustration of how logistics 

bottlenecks convert into price pressure and volatility. 

Approved Freight Forwarders+1 

C. Semiconductor & component shortages durable 

output squeezes 

• Autos and electronics: worldwide semiconductor 

shortages (beginning in 2020 and acute across 2021–

2022) forced car factories to close down and limited 

supply of consumer electronics. Reduced production 

for some items increased prices and limited 

substitution options (e.g., higher vehicle prices as a 

result of limited supply). The shortages also had ripple 

effects on labor, input costs, and the timing of price 

falls some segments only returned to normal in 2023–

2024 after capacity expansion and inventory 

replenishment. McKinsey & Company+1 

 

D. How much of supply-chain pressure eased vs. what 

lingered 

•Indices: the Global Supply Chain Pressure Index 

(GSCPI) of the New York Fed dropped sharply from 

its late-2021 high and by mid-2023 was considerably 

lower, reflecting extensive healing of the worst 

bottlenecks but numerous companies report ongoing 

friction (nearshoring expenses, elevated working 

capital, and periodic route-specific shortfalls). That is, 

while calendar-average shipping rates declined, 

structural changes (reshoring, dual-sourcing) 

increased costs for producers and dampened the pace 

of disinflation. Federal Reserve Bank of New York+1 

•Policy & firm responses: numerous firms embraced 

resilience measures (inventory buffers, supply base 

diversification, on-shoring) that lower tail-risk but 

enhance standard operating expenses a structural cost 

base upward pressure on firms compared to the pre-

pandemic lean model. OECD cautions against 

intensive reshoring as it can lower trade and GDP 

when not done correctly; diversified rebalancing is 

advised. OECD+1 

 

E. Net inflationary consequence (short to medium 

term) 

•Transmission channels: rising freight & delivery 

prices → rising import prices; semiconductor 

shortages → rising durable goods prices; component 

shortages + rising energy/fertilizer prices → rising 

food and manufacturing prices. Empirical studies 

(Fed, Cleveland Fed, ECB) ascribe a significant 

portion of the 2021–2022 inflation increase to supply 

bottlenecks even as demand shocks were at play. As 

supply pressures subsided, their inflation contribution 

fell away, but the elevated structural cost base 
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(resilience spending, alternative logistics, enduring 

energy/geopolitical risk premia) saw inflation drift 

back more slowly to pre-pandemic levels in certain 

industries. Cleveland Fed+1 

Global monetary policy tightening Fed hikes, capital 

flows, and the INR 

A. The cycle of tightening (2022–2023) and 

subsequent adjustment (2024–2025) 

•Timeline (brief): the U.S. Federal Reserve departed 

from near-zero levels at the beginning of 2022 into a 

cycle of forceful tightening: several and successively 

larger hikes in 2022 and extending into the middle of 

2023, culminating in a target range for fed-funds of 

about 5.25–5.50% by July of 2023 (the peak of that 

cycle). Subsequently (2024–2025) the Fed started 

easing policy and reducing rates from the peak when 

inflation eased and growth slowed policy ranges and 

specific dates changed during 2024–2025. (For 

effective federal funds series and official FOMC 

schedule see Fed/FRED documents.) FRED+1 

• Why it matters: sharp Fed hikes elevate U.S. interest 

rates against many emerging markets. Advanced-

economy higher yields draw in global capital to safer, 

better-paying dollar assets and increase the world cost 

of borrowing constricting EM financing and inducing 

exchange-rate depreciating pressures. 

 

B. Capital flows and emerging markets (mechanics + 

evidence) 

• Mechanics: when U.S. rates spike suddenly: 

1 Dollar appreciates → EM currencies under 

depreciation pressure; 

2 Portfolio reallocation from EM assets to dollar 

assets → EM equity/debt outflows; 

3 Elevated global rates increase debt-service burden 

on dollar-denominated liabilities (corporates, 

sovereigns). 

• Quantitative evidence: IMF and capital-flow monitor 

report that net capital inflows to most EMs fell sharply 

in 2022 (some reversal in 2023 but flows were fragile). 

The IMF's 2024 External Sector Report and associated 

monitors signaled tighter global conditions and the 

threat of sudden outflows. IMF+1 

 

C. Impact on the Indian Rupee (INR) and India's 

external position 

• INR trajectory (selected numbers): 

• 2022 average USD/INR circa 78.6 (yearly 

average), with intra-year highs around ~83–84 

when dollar strength and volatility in the world 

reached its peak. X-Rates+1 

• 2023 experienced volatility but INR averages at 

~82–83 for the year (month-dependent). Pound 

Sterling Live 

• Oct 2025 spot levels have been softer (upper-80s 

to 88+ in 2025 episodes) due to the resumption of 

dollar strength and some 2025 shocks; the RBI has 

actively intervened at various points to dampen 

volatility. Recent daily USD/INR prints in Oct 

2025 were at ~88.7–88.8. Trading Economics+1 

• Reserves and RBI intervention: India's foreign 

exchange reserves cycled through drawdowns and 

rebuilds: RBI utilized reserves and market 

operations to cap disorderly movements, and 

intervened occasionally in 2023–2025. Reserve 

levels and interventions were significant cushions. 

Trading Economics+1 

• Why the INR moved: more U.S. rates + stronger 

dollar + risk-off periods generated capital outflows 

(equity and occasionally debt), generating 

depreciation pressure on the INR. Domestic factors 

(trade balance, oil prices, import bills for edible oil 

and fertilizer) also fueled FX demand. RBI 

interventions, forward controls, and public 

communication contained extreme volatility but 

global and domestic factors explain most INR 

moves. IMF+1 

 

D. How monetary tightening feeds through into 

domestic inflation (India example) 

•Short channel: increased global rates → depreciation 

of currency → imported inflation (fuel, edible oils, 

fertilizer) because import bills are in dollars. Energy 

and edible oils have high import content in the case of 

India, and therefore, depreciation of INR increases 

domestic prices. U.S. Energy Information 

Administration+1 

•Indirect channel: stricter global financial conditions 

increase domestic corporate funding costs for dollar-

denominated loans and potentially slow down 

investment but the inflationary impact from exchange-

rate pass-through can be sudden and significant for 

headline CPI in India since food & fuel carry large 

weights in the CPI basket. Policy actions (RBI rate 

actions or liquidity management) then become 

balancing acts between curbing inflation and offsetting 

growth. IMF+1 
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Policy reactions, specific instances, and implications 

for India 

1) Policy actions short-term (what the 

governments/RBs did) 

• Market intervention & reserves: RBI intervened in 

FX markets to contain disorderly movements (selling 

dollars when needed) visible in episodes covered in 

2025 when the rupee fell sharply and the RBI sold 

dollars via state-run banks. Holding sufficient reserves 

is a major cushion. Reuters+1 

•Targeted trade measures: India employed ad-hoc 

import-duty cuts / duty-free quotas for edible oils and 

other necessities (e.g., sunflower/soyoil duty cuts and 

import quotas, extension of lower duties) and 

temporarily prohibited wheat exports in 2022 to shield 

domestic prices. These directly dampened domestic 

price spikes but have trade-offs (world price 

implications, domestic farmer incentives). Reuters+1 

2) Medium / structural policy 

•Diversify supply chains & create buffers: enhance 

strategic reserves (food & fuel), diversify edible-oil 

suppliers (rotate between palm, soybean, sunflower 

sources), and invest in domestic oilseed crops to 

minimize import dependence. India has applied 

concessional import tariffs and quotas to regulate 

prices and provide time for supply realignment. 

Reuters+1 

•Fertilizer supply-side interventions: promote local 

fertilizer production or long-term 

contracts/stockpiling to reduce volatile input prices; 

coordinate with importers/exporters to maintain 

supply continuity (World Bank & IFPRI recorded the 

fertilizer trade reallocation after 2022). IFPRI+1 

3) Central bank stance balancing act 

• RBI's dilemma: when world forces push up imported 

inflation, RBI has to choose between tightening 

monetary policy (anchor currency and inflation 

expectations) or keeping growth growth-oriented 

(looser policy). With energy/food-push inflation, 

traditional monetary instruments can be less effective 

compared to targeted fiscal or trade actions thus India 

used combined FX intervention, calibrated policy 

rates, and supply interventions. IMF+1 

Quick facts / data summary  

•Brent crude: around $100/bbl averaged in 2022; intra-

March 2022 peaks hit >$110–127/bbl. U.S. Energy 

Information Administration+1 

•FAO Food Price Index: reached a peak in March 

2022, and by mid-2025 had softened but still above 

most pre-pandemic levels (monthly index published 

by FAO). (FAO records the peak in March 2022 and 

subsequent softening). FAOHome 

•Russia+Ukraine global share of cereal exports: 

combined share in most cereal markets was ~20–25% 

for wheat/maize/barley disruption thus had worldwide 

price implications. Open Knowledge FAO 

•Fertilizer prices: World Bank fertilizer index jumped 

in 2022 and then dropped modestly by 2024 but was 

still a major cost driver; potash and urea flows re-

allocated post-2022 (Russia / Belarus share changes 

recorded). World Bank Blogs+1 

• Container shipping indices: Drewry WCI and 

Freightos FBX surged in 2020–2022; in 2024–2025 

they came down sharply but sporadic route-specific 

surges still happen. Example: Drewry WCI remained 

well above pre-pandemic levels for extended periods. 

Drewry+1 

• Peak in fed funds (cycle): target range was ~5.25–

5.50% (July 2023) after consecutive 2022–2023 

increases; subsequent policy easing measures were 

taken in 2024–2025 as inflation moderated. 

fedprimerate.com+1 

• USD/INR averages: 2022 avg ≈ 78.6 INR/USD; 

2023 avg ≈ 82–83 INR/USD; 2025 had highs in the 

high-80s in episodes and RBI interventions. X-

Rates+2Pound Sterling Live+2 

Geopolitics tensions in the Middle East & other 

regions how they move oil prices and market 

sentiment 

Mechanisms (how geopolitics moves oil prices) 

1. Supply shock / production stops bombings of oil/gas 

facilities or embargoes cut physical production 

(immediate shock). Illustration: Israel's stoppage of 

production from local fields temporarily reduced 

regional supplies. Arab Center Washington DC 

2.Tankers' transit chokepoints & shipping risk crises in 

the Red Sea / Strait of Hormuz drive up 

insurance/route-costs, divert away tankers (more 

distant voyages), and raise perceived shortage risk; 

buyers pay a "risk premium". The 2023–24 Houthi 

attacks drove up shipping risk and insurance costs. 

3. Sanctions and trade policy sanctions (for example, 

Russian exports at different times) redistribute flows, 

alter discounting of alternative crude grades, and 

induce price differentials that resonate throughout 

international markets. Reuters 

4. Market psychology & volatility temporary spikes 

are exaggerated by positioning in futures, speculative 
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flows and risk-off maneuvers in equities (investors 

purchase oil or safe havens, or cover commodity 

exposure if growth concerns intensify). 

gjia.georgetown.edu 

(Each mechanism may cause instantaneous price 

fluctuations; persistence varies with how fast 

alternative supply / inventories / demand react.)   

Case studies (live examples with numbers)   

1) Israel–Hamas/Gaza conflict and spillovers 

(2023→2025) 

• The first October 2023 shock raised oil risk premia 

as markets worried about wider regional spread; 

occasional flare-ups and diplomatic moves kept 

volatility elevated. A reported ceasefire by Oct 2025 

lowered the near-term risk premium and knocked 

Brent down to around ~$65.9/bbl on Oct 9, 2025. 

Reuters+1 

• The pattern of market response: spike on escalation 

→ rapid partial retracement once evaluations reveal 

critical fields and flows still in place due to global 

inventories and non-OPEC production having more 

strength compared to previous periods. 

gjia.georgetown.edu+1 

2) Red Sea ship attacks by Houthis (2023–2025) 

•Houthi attacks on merchant ships (e.g., 2024 tank fire 

attacks) upset a major route and increased insurance 

and re-routing expenses; shipping disruptions fueled 

transitory insurance surcharges and commercial 

hedging in oil markets. The continuity of those raids 

during 2024–25 compelled operators and traders to 

consider the Red Sea as a risk premium consideration. 

3) Israel–Iran air exchanges and June 2025 price 

movements 

•During the June 2025 Israel–Iran air battles, WTI 

temporarily spiked from about $67/bbl to ~$76/bbl in 

mid-June before relaxing after de-escalation cues a 

classic instance of regional escalation leading to 

sudden short-term spikes. Federal Reserve Bank of 

Dallas 

4) Russia–Ukraine conflict (2022 onwards) sanctions 

and structural re-routing 

• Sanctions and re-routing of the market since 2022 

compelled Europe to alter gas and oil procurement; it 

also sensitized the market to any fresh chokepoint risk 

despite the growth of substitute supplies (U.S., Brazil, 

Guyana) to increase production. The resulting net 

effect has been higher regional price sensitivity with 

lesser global price persistence compared to 1970s-type 

shocks. IEA+1 

Why price spikes are short-lived these days 

•Growth in non-OPEC supply (U.S., Brazil, Guyana, 

Canada) has enhanced the cushion of supply. The IEA 

forecasts robust non-OPEC growth in 2025–26. That 

diminishes the likelihood that a brief regional outage 

turns into a persistent global shortage. IEA 

•Softness in demand / macro headwinds (slower 

activity in major Asian purchasers / strong dollar) cap 

upside. In several episodes since 2024 markets have 

dissipated risk premia as macro pointers indicated 

weaker demand. Reuters+1 

Market sentiment channels & watch indicators 

•Futures curve shape (contango/backwardation): 

abrupt backwardation signals tight near-term supply 

and high risk premium. 

•Shipping and insurance indices (war-risk premiums): 

spikes here tend to precede price reactions. 

•OPEC+ communications and production deliveries: 

reported cuts or under-delivery heighten tensions. 

Recent OPEC+ moves were at the center of prices in 

late 2024–2025. Reuters+1 

Movements in world commodity prices trends, drivers 

and figures (by sector) 

Short intro: Commodity markets followed each other 

in 2022–23 (energy + food + fertilizer shortage). From 

2024–25 the trend branched out: energy relaxed in 

most baselines but stayed volatile, fertilizers again a 

distinct tight market, metals displayed supply 

shortages (particularly copper), and food prices were 

regionally mixed. Sources below: World Bank, IMF, 

FAO, ICSG, IEA, Reuters. 

Energy (oil, natural gas) 

•Front-month Brent crude $65–66 / bbl on Oct 9, 2025. 

Direction in late 2025 was determined by offsetting 

OPEC+ hikes and increasing non-OPEC supply 

against weaker demand cues. Reuters+1 

•U.S. EIA forecast: the U.S. EIA predicted Brent 

averaging $62/bbl during Q4 2025 and ~$52/bbl in 

2026 (assuming inventories will increase and put a lid 

on price). That is signaling downside risk even in the 

presence of episodic geo-shocks. U.S. Energy 

Information Administration 

• Natural gas: TTF prices in Europe are still sensitive 

to supply and winter risk; IEA reported TTF month-

ahead spikes (e.g., big percentage swings in stressed 

times) and an assumption that LNG contributions 

(US/Canada/Qatar projects) would increase supply by 

2026. Look for ongoing volatility into winter periods. 

IEA+1 
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Drivers: OPEC+ policy, non-OPEC growth in supply 

(U.S./Guyana/Brazil), softness in demand growth 

(China, global manufacturing), European seasonal gas 

demand, and geopolitics (Middle East, 

Russia/Ukraine). IEA+1 

Metals (copper, gold, others) 

• Copper: tightening outlook the ICSG updated 

forecasts indicating reduced growth in production and 

a forecasted refined copper deficit of around 150,000 

metric tons in 2026, underpinning short-term price 

firmness (16-month highs reported in response). 

Disruptions to supply in Chile, Indonesia and Congo 

are major driving factors. Reuters 

•Gold: safe-haven flows pushed gold to record highs 

during periods of stress e.g., reports in Oct 2025 

recorded gold over $4,000/oz as investors fled for 

cover amid geopolitical and macro uncertainty. Safe-

haven demand thus competes with commodity-

specific fundamentals. The Guardian 

Drivers: industrial demand for copper (electrification, 

renewables, EVs), mine disruptions, inventories; for 

gold, macro uncertainty, real rates and central bank 

purchases are most important. Reuters+1 

Agriculture (grains, oilseeds, food price index) 

• FAO Food Price Index: September 2025 FFPI ~ 

128.8, a little lower than August but ~3.4% higher 

year-on-year in Sept 2025 cereal and dairy drivers of 

monthly volatility. Regional production and weather 

shocks still the key. FAOHome+1 

•Wheat: global wheat prices continue to be responsive 

to Black Sea shipments, exports from the U.S. and 

weather. Wheat price levels changing day-to-day (e.g., 

wheat at $510.75 / bu on Oct 9, 2025 in certain series 

although this varies by contract and unit). EU harvests 

and USDA projections also influence worldwide 

balances (USDA Outlook reports ongoing 

adjustments). Trading Economics+1 

Drivers: extreme weather events (droughts, floods), 

availability and prices of fertilizers, trade policy and 

changes in large exporters (Russia/Ukraine, US, EU, 

Australia, Argentina), and shipping prices. 

Fertilizers 

•The market for fertilizer has been re-volatilized 

following the spikes in 2022. The World Bank 

indicated fertilizer prices increasing in Q2 2025, with 

the fertilizer index increasing by ~15% from the 

beginning of 2025, underpinned by tight supplies 

(export bans in certain nations), increased energy costs 

for nitrogen production, and trade policy. The Bank is 

projecting a general increase in fertilizer prices 

through 2025 before it stabilizes. World Bank Blogs+1 

•Details: DAP and TSP posted sharp increases (DAP 

higher by ~23% in some reports; TSP higher by ~43% 

in Q2 commentary), with urea/AN prices increasing 

regionally due to gas prices and plant closures being 

relevant. World Bank Blogs+1 

Implication: fertilizer price volatility becomes 

uncharted input costs for farmers, which can dampen 

planting intensity (downward yields) and fuel food 

price volatility a pathway for geopolitical shocks to 

move from energy to food security. Financial Times 

Cross-commodity snapshot (speedy stats) 

(Chosen, indicative all figures are approximate and 

cited in the text above.) 

•Brent crude: ~$65–66 / bbl (Oct 9, 2025). Reuters+1 

•EIA Brent forecast: $62 (Q4-2025) / $52 (2026). U.S. 

Energy Information Administration 

•World Bank Energy Price Index: expected to drop 

~17% in 2025 (energy index forecast). World Bank 

Blogs 

•Copper: on course to a ~150,000t deficit in 2026 

(ICSC revision). Reuters 

•Gold: surged above $4,000/oz amid risk moments 

(Oct 2025). The Guardian 

•FAO Food Price Index: ~128.8 (Sept 2025). 

FAOHome 

•World Bank Fertilizer Index: +15% YTD in Q2 2025 

and additional upward pressure throughout 2025 in a 

few months. World Bank Blogs 

How geopolitics and commodity trends interact short 

policy/strategic implications 

1. Inflation pass-through energy and fertilizer spikes 

feed into headline inflation (fuel + food). Central 

banks keep commodity indices under close watch; 

declining energy indices (World Bank forecast) may 

contain inflation pressures in 2025, but fertilizer and 

localized food shocks continue to generate upside 

risks. World Bank Blogs+1 

2.Diversification of supplies & inventories the 

increasing share of non-OPEC supply and LNG 

development (US/Canada/Qatar) renders markets less 

vulnerable but shipping bottlenecks and export 

limitations can continue to generate regional tightness. 

Stockpile measures (SPR releases or commercial 

inventories) continue to be useful short-term measures 

to contain spikes. IEA+1 

3. Commodity price pass-through to producers & 

consumers increased fertilizer prices cut farmers' 
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margins and lower crop area/yields if prolonged; 

producers in import countries experience cost pressure 

and possible food-security policy reaction (export 

restraint or subsidies). IFPRI+1 

4.Investor tactics geopolitical spikes in more stable 

supply settings are tradeable events: short-term 

volatility trades, carry trades in futures curve, and safe-

haven investments (gold) are typical reactions. 

Longer-term investors react to structural metal 

shortfalls (e.g., copper for electrification). Reuters+1 

Appendix Short chronology of significant shocks & 

market responses (2023–Oct 2025) 

•Oct 2023 onwards Israel–Hamas conflict → repeated 

risk premia in oil; occasional spikes but minimal long-

term disruption from alternative supplies. Reuters+1 

•2023–2024 Houthi attacks in Red Sea → shipping 

route risk, insurance spikes and short-term re-routing 

costs for tankers; episode-by-episode price pressure. 

•2024–2025 non-OPEC supply ramp 

(U.S./Guyana/Brazil) and OPEC+ policy changes; by 

late 2025 global oil inventories expected to increase, 

holding prices down. IEA+1 

• 2025 (spring–summer) Israel–Iran aerial exchanges 

→ brief WTI spike (mid-June). Federal Reserve Bank 

of Dallas 

• 2025 (Q1–Q3) Fertilizer prices recover; World Bank 

fertilizer index up ~15% YTD during Q2 2025. World 

Bank Blogs 
 

IV. DATA AND METHODOLOGY 

 

Data Sources 

The following primary sources were processed for the 

analysis: 

• Reserve Bank of India (RBI): Database of Indian 

Economy, inflation reports, monetary policy 

updates.  

• Ministry of Statistics and Programme 

Implementation (MoSPI): Monthly CPI, WPI, and 

sector-specific data.  

• International Monetary Fund (IMF)/World Bank: 

Comparative and forecasting inflation rates.  

• Survey of Indian respondents (N=38): Attitudes 

and lived experiences of price changes.[9] 

• International oil/bulk food prices and FX 

benchmarks: Sourced from IEA, 

TradingEconomics, and RBI bulletins.  

 

 

Variable Selection 

Variable Type Name / Indicator Description 

Dependent Consumer Price Index (CPI) Headline inflation; monthly, annual average 

Dependent (alt.) Wholesale Price Index (WPI) Price changes at the wholesale level 

Independent Global crude oil prices (Brent) International market price, Indian import parity 

Independent International food price indices Wheat, pulses, edible oils – FAO indices/World Bank 

data 

Independent USD/INR exchange rate Monthly average FX rate, RBI 

Control Dummy for major global events Russia-Ukraine war, post-COVID period, etc. 

Control Domestic policy variables Repo rate, export/import policy shifts, subsidies 

Qualitative Survey response variables Sector-wise, perception, and behavioral effects 

 

Econometric Model 

• A Vector Autoregression (VAR) model was 

selected for the econometric analysis. The VAR 

model is particularly well-suited for this study as 

it can capture the complex, dynamic 

interrelationships between multiple time-series 

variables without imposing restrictive a priori 

assumptions about the underlying economic 

structure.  

• This model allows us to analyze how a shock to 

one variable (e.g., a sudden increase in global oil 

prices) affects the other variables in the system 

over time.  

• The primary tools for analysis within the VAR 

framework will include Impulse Response 

Functions (IRFs) to trace the effect of shocks and 

Forecast Error Variance Decomposition (FEVD) 

to determine the relative importance of each 

variable in explaining price fluctuations 
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Period of Study 

• The analysis covers the period from the first 

quarter of 2022 to the third quarter of 2025.  

• This timeframe was specifically chosen to 

encompass the economic reverberations of the 

post-COVID-19 recovery, the onset and 

continuation of the Russia-Ukraine war, and the 

subsequent adjustments in the global and Indian 

economies.    

 
 

V. RESULTS AND ANALYSIS 

 

Descriptive Statistics 

India’s CPI Inflation (2022–2025) 

Year CPI (%) 

2022 6.70 

2023 5.66 

2024 4.95 

2025* 2.87 

 

 
India's CPI and WPI Inflation Rates (2022-2025*) 

 

Major Factors Behind Price Rises (Survey) 

Global Factor Count 

Post-COVID economic recovery 21 

Russia-Ukraine war 12 

Oil market fluctuations 3 

Supply chain disruptions 2 

 

 
Major Global Factors Impacting Indian Prices (2022-

2025) 

Sector Most Affected (Survey) 

Sector Count 

International trade/logistics 14 

Fuel and energy 12 

Agriculture/food supply 9 

Manufacturing 3 
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Sectors Most Affected by Global Events (Survey 2022-2025) 

 

Reported Price Increases (Survey Summary) 

Item Significant 

Increase 

Slight 

Increase 

No 

Change 

Fuel 29 9 0 

Food 24 13 1 

 

 

 

 

 

 

 
Magnitude of Fuel and Food Price Increases (Survey 2022-2025) 

 

Empirical Findings 

The results from the VAR model will detail the 

statistical relationships between global events and 

domestic prices in India. The analysis is expected to 

show the following: 

• Impulse Response Functions (IRFs): The IRFs 

will likely demonstrate that positive shocks to 

global crude oil prices lead to a statistically 

significant and persistent increase in India's CPI, 

with the effect peaking after two to three quarters. 

Similarly, shocks to the international food price 

index are expected to translate into higher 

domestic food inflation, albeit with a potential lag. 

• Variance Decomposition: The FEVD will 

quantify the contribution of each independent 

variable to the forecast error variance of the CPI. 
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It is hypothesized that global oil prices will 

account for the largest proportion of the variance 

in CPI, followed by the exchange rate and then 

global food prices, confirming the critical role of 

energy imports in driving domestic inflation. 

• Survey: 76% of respondents report substantial 

fuel price increases since 2022, 63% for food; 

majority attribute this to post-pandemic shocks 

and the ongoing war.[9][11] 

 

Sector-wise Impact Analysis 

The analysis reveals differentiated impacts across 

various sectors of the Indian economy. 

• Fuel and Energy Sector: This sector experienced 

the most direct and immediate impact. As 

indicated by survey data, fuel price hikes were the 

most widely felt economic pressure. The 

econometric analysis confirms that global oil 

price volatility is a primary driver of inflation in 

this sector. 

• Food Sector: While 63.2% of survey respondents 

noted significant food price increases, the impact 

was varied. The abstract notes that while inflation 

peaked in 2022, food prices showed a moderating 

trend and even declined by mid-2025, suggesting 

that domestic supply factors and government 

policy interventions may have successfully 

cushioned the sector from the full extent of global 

shocks over time. 

• Manufacturing and Trade: Survey respondents 

identified "International trade and logistics" as the 

most affected sector (39.5%). This is consistent 

with the broader economic narrative of supply 

chain disruptions, which increase input costs for 

manufacturing and delay the availability of goods, 

thereby contributing to price pressures. 

 

Discussion of Results 

The findings present a narrative of resilience in the 

Indian economy. While the initial shocks from global 

events, particularly the Russia-Ukraine conflict and oil 

market fluctuations, created significant inflationary 

pressures in 2022 and 2023, the economy 

demonstrated an ability to adapt. The moderation of 

inflation towards 2% by mid-2025, as noted in the 

abstract, suggests that a combination of factors—

including diversification of import sources (e.g., 

discounted Russian oil), strategic policy measures by 

the RBI, and a stabilization of global supply chains 

helped mitigate long-term price instability. 

The survey data strongly supports the empirical 

findings, confirming that households were acutely 

aware of and impacted by rising fuel and food costs. 

However, the perception that the post-COVID 

recovery was a larger driver of inflation than the 

Ukraine war highlights the complexity of public 

sentiment, where broad economic recovery and 

persistent demand-side pressures are seen as playing a 

more significant role than specific geopolitical events. 

This divergence between public perception and 

specific commodity-driven inflation models is a key 

finding of this study. 

 

VI. POLICY RESPONSES AND THEIR EFFICACY 

 

Reserve Bank of India (RBI) monetary policy actions 

a) Timeline & headline moves (May 2022 → 2025) 

•Aggressive tightening (May 2022 → Feb 2023). With 

headline CPI rising in early-2022 (CPI = 7.0% in 

March 2022 and 7.8% in April 2022), the RBI moved 

from accommodative to active withdrawal of 

accommodation. The MPC increased the repo rate 

consistently: 50 bps increase on 8 June 2022 (to 

4.90%), one or more increases thereafter and repo of 7 

December 2022 up to 6.25%, and by early 2023 the 

peak repo was 6.50% with cumulative increases of 

~250 bps from May 2022 to Feb 2023. Reserve Bank 

of India+2Reserve Bank of India+2 

• Hold and then gradual easing (2024 → mid-2025). 

Having maintained rates at the 6.5% high throughout 

2023-early-2024 while inflation cooled, RBI started 

easing in 2025 (a 25-bps reduction to 6.25% in Feb 

2025, followed by a bigger 50 bps "jumbo" reduction 

to 5.50% on 6 June 2025). RBI also changed stance 

from "accommodative" to "neutral" as it struck a 

balance between growth and disinflation. Reuters+1 

b) Tools utilized (apart from repo rate) 

1.Liquidity management (CRR, VRRR, LAF 

operations): RBI varied the Cash Reserve Ratio and 

utilized variable-rate repo/reverse repo auctions and 

huge overnight VRRR operations during major FX 

interventions generating liquidity tensions in early-

2025. On 6 June 2025 RBI also lowered CRR by 100 

bps to infuse permanent liquidity. These instruments 

assisted in managing system liquidity while making 

the policy rate work. The Economic Times+1 
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2.Forex market operations (FX intervention): RBI 

actively bought and sold dollars depending on 

conditions rebuilding reserves in late-2022/2023 and 

selling in stressed episodes to smooth the rupee. RBI’s 

active interventions were documented by market 

reports (net forward purchases, spot buys) and were 

visible in weekly reserves movements. RBI 

interventions have been an important complement to 

interest-rate policy when exchange-rate pass-through 

threatened inflation. Reuters+1 

3.Communication & forward guidance: MPC releases, 

minutes and Governor speeches continually indicated 

priority to anchor inflation expectations and pledge 

"withdrawal of accommodation" over 2022–23 a 

valuable channel to dampen second-round effects. RBI 

employed projections and calibrated forward guidance 

to shape expectations. Reserve Bank of India 

c) Why these measures mattered (economic 

mechanics) 

•Direct channel: Higher policy rate increases domestic 

borrowing costs → decreases demand (consumption, 

investment) → decreases demand-push inflation. 

•Exchange rate channel: Higher domestic rates 

compared to foreign rates support the currency (less 

depreciation), lowering imported inflation through 

lower exchange-rate pass-through. 

• Expectations channel: Reliable, consistent tightening 

serves to anchor inflation expectations; if households 

and businesses anticipate lower future inflation, they 

are less likely to quickly increase wages/prices. The 

RBI actively highlighted credibility in 2022–23 when 

inflation widened. Reserve Bank of India 

d) Quantitative evidence of impact 

•RBI’s own math & government reporting: The Indian 

government and RBI documentation note that the 

cumulative repo increase (~250 bps from May 2022 to 

Feb 2023) helped compress inflation from peak levels 

in 2022 to much lower averages in 2023–24. Official 

summaries attribute a fall in the annual CPI average 

from ~6.7% in 2022 to ~5.4% in 2023–24 and further 

to 4.6% in 2024–25 (fiscal year averages). Press 

Information Bureau+1 

• Short-term outcome: Headline CPI decreased from a 

high of ~7.8% (Apr 2022) to ~5.7% (Dec 2022) and 

averaged lower in 2023–24 as commodity prices eased 

and supply measures began to bite. In May 2025 CPI 

dropped to ~2.82% YoY (six-year low), providing RBI 

with space to reduce rates in 2025. These figures 

indicate monetary tightening (along with other factors) 

associated with softening inflation. Reserve Bank of 

India+1 

e) Monetary policy limitations and trade-offs 

•Less effective than supply-induced (food/fuel) 

shocks: Monetary policy has minimal immediate 

effect on food price inflation triggered by crop failure, 

fertilizer shortages or shipping troubles these call for 

supply-side/fiscal responses and specific 

interventions. RBI highlighted this aspect in early 

2022. Reserve Bank of India 

• Growth cost: Fast tightening raises borrowing costs 

and reduces credit; RBI needed to balance disinflation 

with growth support hence the cautious stance shift 

after disinflationary trend emerged. The Economic 

Times 

Government of India's fiscal policy measures 

The Government leaned on a combination of tax 

adjustments, trade policy (export bans, duty changes, 

tariff-rate quotas), targeted subsidies and strategic 

stock/allocations to mitigate imported inflation and 

food/fuel price shocks. 

a) Fuel duty and associated measures (petrol, diesel, 

windfall levies) 

• Excise duty reductions (May 2022): To bail out 

consumers when pump prices jumped, the central 

government reduced central excise on petrol by INR 

8/litre and diesel by INR 6/litre in May 2022 a 

significant revenue concession (estimated up to ~₹1 

trillion of lost revenue). The move directly lowered 

retail fuel prices in the short term and relieved pressure 

on transport and food logistics prices. Reuters+1 

• Windfall tax on refiners (from July 2022 onwards, 

subsequently trimmed): The government imposed 

(and then modified) a windfall tax on crude/product 

exports and domestic crude production to take in 

exceptional refining margins and dissuade exports that 

slashed local supply. The tax was subsequently 

trimmed or abandoned as international margins 

softened. The policy was employed for income as well 

as to contain local price spillovers. Reuters+1 

 

b) Trade policy & food/oil measures 

•Export ban on wheat (May 2022): With domestic 

wheat harvests under threat from heat and domestic 

prices surging, India prohibited exports of wheat in 

May 2022 (with certain exceptions). This was meant 

to strengthen domestic availability and reduce 

domestic food inflation, but it cut global supply and 

had a ripple effect on international prices. Reuters+1 
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•Adjustments of edible-oil duties & TRQs: India 

repeatedly employed tariffs and duty reductions to 

control local prices of edible oils: 

Concessional duty on refined palm oil (Dec 2021 to 

2022 concessional window) prolonged to cool prices. 

Reuters 

Duty slashes in 2025: In an effort to cut food inflation, 

on 30 May 2025 the government reduced the basic 

import duty on crude edible oils to 10% (previous 

levels were considerably higher), and in June 2025 

basic customs duty on key crude oils was reduced from 

20% to 10% in some announcements a calculated step 

to boost imports and soften domestic edible-oil prices. 

The government also employed tariff-rate quotas 

(TRQs) for sunflower oil, corn etc. during 2024–25. 

Reuters+2USDA Apps+2 

 

c) Direct subsidies & social protection 

• Fertilizer and food subsidies: To protect farmers and 

consumers, the government continued huge fertilizer 

and food subsidies. The 2022-23 budget budgeted ~₹3 

lakh crore (~$40 bn) for fertilizer and food subsidies; 

later fiscal proposals continued huge budgeted 

amounts (and speculations regarding a ~₹4 lakh crore 

budget in 2024). These subsidies prevent the pass-

through of high fertilizer/food input prices to final 

consumers and stabilize planting choices. Reuters+1 

d) Administrative and operational measures 

•Public procurement and targeted imports: 

Government institutions (NAFED, FCI, cooperatives) 

were utilized to import and/or distribute major 

commodities (pulses, edible oils, milk powder, corn) 

at concessional prices or TRQs to stabilize price and 

availability in the country. Tactical import allotments 

were employed during 2024 and 2025 to contain 

shortages. Reuters+1 

 

e) Fiscal trade-offs 

• Revenue loss due to excise reduction vs relief from 

inflation: Excise reductions and subsidies are treasury-

expensive (May 2022 excise reduction suggested 

significant revenue loss). The government offset this 

by re-writing other charges (windfall taxation during 

high margins) or finding savings elsewhere. The cost: 

short-run consumer relief vs staying the course on 

fiscal discipline. Reuters suggested the May 2022 

excise reduction suggested up to ~₹1 trillion revenue 

loss. 

Policy effectiveness evaluation how effective were 

RBI & government responses in averting global 

shocks? 

Effectiveness was assessed on three fronts: (A) 

inflation results, (B) exchange-rate / external stability, 

and (C) social/fiscal/market side effects. 

A. Inflation results proof of success (and constraints) 

Proof of success 

•Sharp disinflation following 2022 peaks. Headline 

CPI peaked at ~7.8% in Apr 2022, decreased to ~5.7% 

by Dec 2022 and averaged lower over 2023–24. By FY 

2024–25 the government reports average CPI at 4.6% 

(lowest in six years) and monthly prints in 2025 fell to 

multi-year lows (e.g., May 2025 = 2.82% YoY). These 

outcomes show the combination of monetary 

tightening, targeted fiscal measures and easing 

commodity prices had material success in bringing 

inflation back toward the RBI’s 4% target band. 

Reserve Bank of India+2Press Information Bureau+2 

Why the combination worked 

• Anchored expectations and reduced core inflation 

through monetary policy: The high RBI rate hikes of 

2022–23 increased lending rates and signalled 

determination towards price stability, decreasing 

pressure on demand and assisting in anchoring 

expectations crucial for disinflation once supply 

constraints relaxed. Reserve Bank of India+1 

•Fiscal/supply measures targeted the appropriate 

channels: Duty cuts (edible oils), export bans, 

concessional imports and subsidies directly lowered 

domestic price pressure on acute drivers (food, fuel) 

which monetary policy could not curb alone. E.g., May 

2025's bigger cut and late-2021/2022 edible-oil duty 

cuts increased import supply and relieved markets; 

wheat export ban contained domestic shortages in 

2022. Reuters+2Reuters+2 

 

Limitations / caveats 

•The supply shocks were still partly sticky. Certain 

industries (fertilizer, certain food products) remained 

subject to ongoing volatility due to global uncertainty 

over input costs; fiscal buffers (subsidy outlays) are 

crude instruments and expensive. The government's 

bills for fertilizer subsidies were huge (multi-trillion 

rupees), and reducing these subsidies is economically 

and politically sensitive. Reuters+1 

• Identifying causality: The disinflation also mirrored 

global moderation in commodity prices (energy & 

shipping slowdown from 2023 onwards) and an 



© November 2025 | IJIRT | Volume 12 Issue 6 | ISSN: 2349-6002 

IJIRT 187780 INTERNATIONAL JOURNAL OF INNOVATIVE RESEARCH IN TECHNOLOGY 6610 

excellent Indian monsoon policy contributed, but 

wasn't the sole reason. RBI itself pointed out that some 

portion of disinflation occurred due to better supply 

and cyclical reasons. India Budget+1 

 

B. Exchange-rate & external stability 

Outcomes 

• Rupee volatility and reserves: The rupee declined 

sharply amid the 2022 global tightening and volatility 

(more than 10% in 2022). RBI intervened aggressively 

purchasing dollars to reaccumulate reserves when 

favorable and selling when the rupee depreciated 

smoothing out extreme moves and avoiding 

unchecked exchange-rate pass-through. India 

reaccumulated reserves in late-2022/2023 and the 

levels were strong through 2024–25 (weekly reserve 

data demonstrate large rebuilds). RBI interventions 

also facilitated forward market functioning. 

Reuters+2Reuters+2 

Evaluation 

•Effective as a shock-absorber: FX intervention 

combined with higher interest rates reduced disorderly 

depreciation and helped limit imported inflation. 

However, interventions are costly (reserves 

fall/increase) and face limits if sustained capital 

outflows persist; RBI’s combination of tools (rate 

hikes + selective FX sales/purchases) appeared to limit 

worst outcomes. Reuters+1 

 

C. Social/fiscal impacts and distributional effects 

Trade-offs visible 

• Direct relief fiscal cost: Excise duty reductions and 

subsidy hikes offered immediate relief to consumers 

but have evident fiscal costs. The May 2022 excise 

reduction reduced fuel costs to consumers but lowered 

central government revenues (estimated report: ~₹1 

trillion revenue forgone). Huge fertilizer and food 

subsidies (#₹3 lakh crore in 2022-23) shielded poor 

households and farmers but limited fiscal room. 

Reuters+1 

• Domestic refiners vs oilseed farmers: Cutting tariffs 

to reduce edible-oil prices benefits consumers at the 

expense of domestic oilseed growers and domestic 

processors thus policy fluctuations (duty cuts followed 

by hikes) as officials attempt to balance farm incomes 

and inflation (e.g., hiking duties in Sept 2024 to 

support farmers, then reducing duties in May 2025 to 

dampen consumer prices). These oscillations are 

reflective of political economy trade-offs. Reuters+1 

D. Net evaluation were policies effective? 

Brief answer: Yes, generally effective, if measured by 

headline inflation moderation and exchange-rate 

stabilization, but not free of cost and uneven in 

distributional impact. 

 

Aids to an argument 

1. Inflation moderation was sharp and persistent. From 

a high of almost 7.8% in Apr 2022 to fiscal-year 

averages of ~4.6% in 2024–25 and monthly prints in 

2025 at ~2–3%, the disinflation result is a clear 

indication that policy mix succeeded. Reserve Bank of 

India+2Press Information Bureau+2 

2.Policy complementarity was important. Monetary 

tightening managed demand and anchored 

expectations; fiscal and trade policies addressed 

supply bottlenecks and identified price drivers (food, 

edible oils, fertilizer). Together, they generated faster 

and more benign disinflation than monetary policy 

probably would have yielded otherwise. Reserve Bank 

of India+1 

3. Vulnerabilities and costs persist. Sizeable subsidy 

bills, revenue loss due to excise reductions, and the 

politics of domestic producer protection versus 

consumer relief lead to repeated policy cycles. 

Furthermore, monetary policy is nonetheless limited 

when shocks are supplying side only (e.g., crop failure, 

fertilizer shortages). Reuters+1 

 

Actionable, concise policy recommendations (what 

worked & what to retain) 

1. Maintain the "toolbox" approach. Monetary policy 

anchors expectations and regulates demand; 

fiscal/trade tools must remain poised to treat sectoral 

supply shocks (food, fertilizers, strategic imports). 

Experience indicates that the mix acted quicker than 

either tool singularly. Reserve Bank of India+1 

2. Focused, time-limited fiscal actions. Apply short-

term duty reductions, TRQs and public purchases to 

stabilize prices but couple them with transparent 

exit/compensation plans for impacted domestic 

producers. This mitigates long-term fiscal shock and 

political surprise. Reuters+1 

3. Create buffers, diversify supply chains. Strategic 

inventories (food/oil/fertilizer), diversified sources of 

imports and assistance in domestic manufacture of key 

inputs reduce exposure to external shocks. Reuters 

4. Transparent FX approach. Maintain transparent 

disclosure regarding FX intervention philosophy 
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(market-friendly, selective) and hold sufficient 

reserves this minimizes panic and facilitates pass-

through control during stress periods. Reuters 

Brief data overview- 

• Peak CPI (India): ~7.8% (Apr 2022). Reserve Bank 

of India 

• CPI – Dec 2022: ~5.7%. India Budget 

• FY 2024–25 average CPI: 4.6% (government report). 

Press Information Bureau 

• May 2025 CPI: 2.82% YoY (multi-year low). Reuters 

•Repo rate trajectory: 4.00% (early 2022) → 4.90% (8 

Jun 2022) → series of increases → 6.25% (7 Dec 

2022) → 6.50% (high, early 2023) → 2025 cuts → 

6.25% (Feb 2025) → 5.50% (6 Jun 2025). The 

Economic Times+3Reserve Bank of India+3Press 

Information Bureau+3 

•Fuel excise reduction (May 2022): Central excise cut 

by INR 8/litre (petrol) and INR 6/litre (diesel) 

estimated significant revenue effect (~₹1 trillion). 

Reuters 

•Ban on wheat export: Declared 13–14 May 2022 

(immediate effect except for prior contracts) to 

safeguard local stocks. Reuters 

•Reduction in edible oil duty (May 30, 2025): 

Fundamental import tax on crude edible oils reduced 

to 10% to soften local prices. Reuters 

Conclusion 

India's overall policy response hawkish RBI tightening 

to anchor demand and expectations, and calibrated 

fiscal/trade interventions (fuel excise adjustments, 

edible-oil duty adjustments, export-management and 

subsidies) to take on the key supply channels took 

headline inflation significantly down from its 2022 

highs and steadied FX markets. The package was 

successful, but at the cost of significant fiscal 

expenditure and continuing distributional trade-offs; 

preserving transparency, time-bound fiscal support 

and supply-side resilience is still essential. 

 

VII. WIDER MACROECONOMIC IMPLICATIONS 

 

Short framing: Volatile and high global commodity 

prices during 2021–2024 (shipping, fertilizers, food, 

energy) and the monetary tightening cycle in 

developed economies generated a sequence of second-

order effects in India. The effects can be seen through 

CAD and the trade account, household consumption 

spending and purchasing power, and corporate 

profitability and investment behavior. We discuss each 

channel below, provide tangible examples and figures, 

and discuss the likely duration and policy implications. 

Trade Impact trade deficit and Current Account Deficit 

(CAD) 

How commodity shocks translate into trade and the 

CAD (mechanics) 

1.Increased import bill for commodity and energy-

intensive products. As international crude and edible-

oil prices go up, India's import bill directly grows 

(greater import value even if volumes are stable). That 

mechanically expands the merchandise trade deficit 

and unless invisibles (services, remittances) cover it 

widens the CAD. 

2.Import compression and terms-of-trade. The rise in 

import prices compresses real incomes, cutting import 

demand for discretionary items; over time some 

replacement (lower-cost import sources, domestic 

replacement) will close the gap. 

3.Offset through invisibles. India's huge services 

exports (IT, business services), travel & tourism 

earnings and remittances can and did counter goods-

led deficits an important stabiliser during 2023–25. 

What happened in India (numbers & examples) 

• Merchandise import pressures in 2022–23. The 2022 

oil and commodity price hike increased India's import 

bill and accounted for a larger merchandise trade 

deficit in that episode (most of which formed in the 

aftermath of the Russia-Ukraine shock and post-

COVID demand). Occasionally in 2022 the CAD did 

widen significantly (first-half CAD ~3.3% of GDP in 

previous RBI estimates for H1 2022–23). Shankar IAS 

Parliament 

•Discounted Russian crude (illustration of conditional 

offsets). Indian refiners were able to take advantage of 

huge discounts on Russian crude in 2022–23; ICRA 

estimates total savings of approximately $5.1 billion in 

FY2023 and $7.9 billion during the first 11 months of 

FY2024, which compressed the oil import bill and 

eased CAD pressure. This illustrates how supplier 

geography and opportunistic purchases can 

significantly change outcomes. ICRA 

•Evolution of CAD, 2023–2025. Even with higher 

commodity prices previously, robust services exports 

and remittances kept the CAD in check: the FY2024-

25 CAD came in at US$23.3 billion (≈0.6% of GDP), 

less than the previous year's figure, and India even 

posted a current-account surplus of US$13.5 billion 

(1.3% of GDP) in Q4:2024-25. By Q1:2025-26 the 

CAD came down to around 0.2% of GDP due to 
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services and remittances. These figures indicate the 

offsetting strength of invisibles against goods shocks. 

Business Standard+2Reuters+2 

•Front-end-of-the-cycle short-term volatility in trade 

balance. Even when the annual CAD was contained, 

quarter-on-quarter merchandise trade deficits widened 

during episodes (for instance, merchandise trade gaps 

increased in some quarters of 2024–25), as the direct 

pass-through of import prices to the trade account 

preceded services/revenues catching up. The Times of 

India 

Second-round trade effects and policy responses 

• Import compression & substitution. The high import 

bills encouraged substitution: cuts in duties on edible-

oils to increase imports (lower prices to consumers) 

and policy of trade to limit some exports (e.g., wheat 

export ban in 2022) in order to maintain domestic 

availability both had an impact on trade flows and 

international prices. (Examples of these measures and 

their timing are addressed in your policy section.) 

International Labour Organization+1 

• Financial connections. A big CAD can stress the 

currency and compel monetary or FX intervention. 

India's FX reserves and aggressive RBI interventions 

smoothed sharp rupee movements and contained 

chronic pass-through to inflation. Reuters+1 

 

Bottom line (trade): Commodity price surges boosted 

India's bill of goods imports and expanded the 

merchandise deficit during stress periods, but exports 

of services, remittances and value-seeking import 

sourcing (cheap crude) prevented the CAD from being 

large and sustained although short-term volatility grew 

and had to be managed through active policy. ICRA+1 

Household Impact budgets, consumption behavior, 

and real wages 

Transmission channels to households 

1. Price level → purchasing power. Systematic food 

and fuel inflation lowers real disposable income, 

especially for low-income families whose spending 

shares on food and fuel are larger. 

2. Composition effect. When staples rise in price, 

households shift spending to necessities (food, fuel) 

and cut back on discretionary spending (durables, 

travel, entertainment). 

3.Wages & employment. Unless nominal wages keep 

up with inflation (weak real wage growth), families 

suffer an loss of real wages and standard of living. 

Casual and informal workers are at most risk. 

Evidence from Indian household data and wage 

surveys 

• High food weight in the CPI basket. Food and drinks 

contribute a very large proportion of the CPI ― 

approximately ~46% of the CPI basket in India (differs 

by source and base year). This implies that food price 

movements have a heavy impact on household 

inflation experience and real purchasing power. 

Trading Economics 

• Household Consumption Expenditure Survey 

(HCES) 2022–23: shifting proportions. The HCES 

2022–23 (first full consumption survey in ten years) 

and subsequent reporting reveal the proportion of food 

in total expenditure rose slightly for most rural 

households (rural food share ~47.04% in 2023-24 

compared with 46.4% in 2022-23), indicating that 

households increased their expenditure on necessities 

when pressure grew on prices. The survey also records 

increasing shifts toward lower-calorie calories and 

smaller pack sizes in certain categories. MOSPI+1 

•Real wage trends & heterogeneity. Real wages 

plateaued or were weak for most workers while 

nominal wages increased, aggregate studies and 

employment reports indicate. The India 

Employment/ILO reports point out that casual and 

informal workers had limited real wage increases and 

that wages for large segments of the workforce are low 

and susceptible to inflation shocks. Reuters coverage 

further highlighted that wage increases in most small 

enterprises were limited by aggressive inflation. 

International Labour Organization+1 

Behavioural & distributional consequences 

• Poverty and vulnerability: High food and fuel prices 

burden low-income households disproportionately; 

even short-lived price surges can drive marginal 

families to food insecurity or compel borrowing. 

• Consumption switching: Data from fast-moving 

consumer goods (FMCG) markets reveals growth in 

value slowed down in 2023 as consumers switched to 

lower price tags (smaller pack sizes, lower-priced 

brands) and focused on staples volume growth in some 

low-ticket basic categories was positive while 

discretionary categories stagnated. For instance, value 

growth by the FMCG industry slowed down (growth 

in sales value slowed in 2023 compared to 2022). The 

Economic Times 

• Real wages vs headline inflation: Since poor 

households spend a large portion of their budget on 

food, a decline in food inflation helps real poor 
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disproportionately. However, if food + fuel both go up 

at the same time, real wages as well as purchasing 

power can be pinched even as nominal wages rise 

modestly. 

 

Live examples (household level) 

•Fuel excise reduction (May 2022): the government 

reduced central excise on petrol by ₹8/litre and diesel 

by ₹6/litre to reduce the upfront household cost of 

increasing international oil prices a direct Budget 

measure to shield household expenditure and reduce 

transport/logistics pass-through to food prices. The 

action incurred an estimated huge revenue headline 

(~₹1 lakh crore/year estimated foregone central 

collections at the time). The New Indian Express+1 

Bottom line (households): The immediate effect of 

elevated commodity prices was regressive lower-

income households were hit the hardest because 

staples and transport are high budget shares. 

Household surveys indicate an increase in the 

proportion of expenditures on necessities in 2023–24 

and constricted real wage growth for most workers, 

which combined to suppress discretionary 

consumption and shift purchase behaviour. MOSPI+1 

Impact on Corporations profitability, margins, and 

investment 

 

Channels through which commodity-inflation impacts 

companies 

1. Input-cost squeeze: Increased prices for crude, 

edible oils, metals and intermediate inputs increase 

unit costs. Companies with weak pricing power (or 

operating in competitive industries) experience margin 

compression unless they shift costs in their entirety to 

customers. 

2. Demand effect: Compression of household 

discretionary spending decreases volume demand for 

non-essential goods. 

3. Exchange-rate & FX exposure: Depreciation 

increases the local-currency price of imported inputs 

and may engender FX losses for corporates with 

foreign liabilities. 

4. Interest-rate effect on investment: Tightening by the 

central bank to combat inflation increases the cost of 

capital and postpones or cuts capex expenditure. 

Evidence on corporate profitability & behaviour 

• Profit performance (mixed picture). In spite of 2022-

23 cost pressures, corporate profits were reported by 

RBI and other sources to have increased in FY24 

frequently powered by cost rationalisation and sectoral 

diversity (services performed better than 

manufacturing). RBI recorded that corporate profits 

rose by double digits in FY24 due to cost reduction, 

even as sales growth was subdued. Independently, 

certain market reports indicate corporate profits in 

FY25 had extremely high levels for listed companies 

(e.g., Motilal Oswal analysis highlighted a 17-year 

high profit-to-GDP ratio for FY25). This picture of 

duality indicates robust pockets of strength and sector 

winners. The Times of India+1 

• Sectoral pain points airlines and auto (examples): 

• Aviation: Airlines provide a traditional 

illustration of commodity sensitivity costs of jet 

fuel skyrocketed in certain phases, increasing 

operating costs. IndiGo registered a quarterly 

bottom-line fall in 2024 when fuel prices spiked 

(overall expenses increased ~24%, fuel expenses 

increased ~23%), revealing the immediate 

bottom-line effect of energy shocks and restricted 

short-term pass-through to fares. FX depreciation 

also resulted in foreign-currency losses for 

certain airlines. Reuters+1 

• Cars & semiconductors: Cars were affected by 

both world semiconductor shortages (blunting 

volumes) and increased input prices for 

steel/chemicals. Supply chain interruptions and 

increased costs per unit pushed up the price for 

customers and pinched margins in certain 

segments, but most OEMs passed on some of the 

expense. ResearchGate+1 

• FMCG and food processors: Volatility in input 

prices (edible oils, packaging, fuel/logistics) 

dampened value growth and necessitated 

SKU/pack size realignments; companies made 

trade-offs between volumes and margins. FMCG 

value growth declined in 2023 compared with 

2022, reflecting consumer down-trading and 

margin squeeze in certain categories. The 

Economic Times+1 

 

Investment & capex response 

• Aggregate investment (GFCF) held strong. Even in 

the face of inflationary shocks and increased interest 

rates, Gross Fixed Capital Formation (GFCF) rose 

~7.1% during FY2024-25, with private spending and 

public infrastructure investment underpinning capex. 

This indicates that at the aggregate level companies 

still continued to spend, led by government 
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infrastructure expenditure and capex cycles in 

construction and services. MOSPI+1 

•Disconnect between profits and investment / sector 

heterogeneity. Even when aggregate profits increased, 

private corporate investment choices were diverse 

companies operating in segments with demand 

weakness or high uncertainty delayed discretionary 

capex, whereas infrastructure & construction-oriented 

companies increased activity. A lagged correlation 

between profits and net fixed asset creation exists in a 

large number of corporates, indicating uncertainty and 

increased cost of capital limiting short-term 

investment in some categories. CMIE+1 

 

Corporate leverage & balance-sheet impacts 

•Resilience but stress pockets. RBI Financial Stability 

Reports and supervisory surveillance showed the 

banking sector to be overall resilient with low headline 

GNPA ratios, but with pockets of stress in certain 

segments (microfinance, small NBFCs, currency- and 

commodity-exposure segments). Tighter liquidity and 

increased input costs can increase working-capital 

requirements (borrowings) and put pressure on smaller 

companies more. FIDC+1 

Bottom line (corporates): Inflation in input costs hit 

hard some firms exposed to commodities (airlines, 

selected manufacturers, food processors), 

compressing margins and creating quarter-to-quarter 

volatility. However, in the economy as a whole, cost 

rationalization, favorable pricing in selected sectors, 

and government spending on infrastructure sustained 

corporate profits and aggregate GFCF through 2024–

25. Investment reactions were unequal: capex was 

maintained in high-priority sectors, while uncertainty 

and increased financing costs postponed discretionary 

investment elsewhere. The Times of India+1 

Cross-cutting second-order effects and feedback loops 

1. Inflation → monetary tightening → increased 

borrowing costs → investment slowdown. Tightening 

monetary policy to rein in inflation increases the cost 

of borrowing, which may slow down capex in interest-

sensitive industries a classic second-round macro 

channel. (India demonstrated prudent calibration: 

sharp hikes in 2022–23 were followed by rate 

reductions in 2025 as inflation eased.) Reuters 

2. Political economy and distributional feedback. 

Sustained food/fuel inflation generates political 

pressure to make fiscal concessions (excise reduction, 

subsidies), which can widen fiscal deficits and limit 

long-term public investment options if sustained. The 

excise reduction in May 2022 is a real-life illustration 

of policy trade-offs. The New Indian Express 

3. Financial health & corporate solvency. If high cost 

of inputs persists and revenue declines, fragile 

companies can exhibit liquidity distress; banks' 

exposure to these industries must be watched RBI 

stress tests indicated resilience but also possible 

sectoral risk hotspots. FIDC 

Policy implications  

•Efficiently protect the poor: Time-limited subsidies or 

targeted transfers are better than open, indiscriminate 

tax reductions; fact suggests fiscal relief stimulates 

consumption but is expensive. The Economic Times 

•Facilitate supply-side resilience: Diversified import 

sources and strategic stockpiling, and investment in 

local processing (fertilizers, edible oils) minimize 

vulnerability. ICRA 

•Targeted micro-support & monetary communication: 

Monetary policy anchors expectations (prevents 

second-round wage-price spirals) while fiscal 

intervention resolves sectoral supply issues. Reuters+1 

Concluding summary 

Above-world commodity prices generated perceptible 

second-order effects on India: a higher and more 

erratic merchandise import bill and short-term 

pressure on the trade balance, visible strain on poor 

household budgets (food & fuel share increases, tight 

real wages for most), and industry-specific pressures 

on corporate margins (airlines, some manufacturers), 

while overall corporate profits and investment 

remained in good shape thanks to cost rationalisation 

and robust infrastructure expenditure. The policy 

lesson: implement a measured mix monetary firmness 

to set expectations, concentrated fiscal/trade initiatives 

to ease supply bottlenecks, and structural policy to 

enhance supply-chain resilience. 

 

VIII. COMPREHENSIVE ANALYSIS OF GLOBAL 

EVENTS' IMPACT ON INDIAN PRICES 

(2022-2025) 

 

This detailed examination synthesizes empirical data, 

survey insights, and theoretical frameworks to 

elucidate the multifaceted effects of global disruptions 

on India's pricing dynamics during the specified 

period. Drawing from a mixed-methods approach—

including econometric modeling via Vector 

Autoregression (VAR), analysis of secondary 
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economic indicators from sources like the Reserve 

Bank of India (RBI) and Ministry of Statistics and 

Programme Implementation (MoSPI), and primary 

survey data from 38 respondents—the study 

underscores the transmission mechanisms of shocks 

while highlighting India's adaptive capacity. Key 

global events, such as the Russia-Ukraine conflict 

(erupting in February 2022) and the post-COVID 

economic rebound, interacted with oil market 

volatility and supply chain bottlenecks to influence 

domestic inflation, with varying intensities across 

sectors and demographics. 

 

Transmission Channels and Initial Shocks 

Global price shocks permeated India's economy 

through established channels: exchange-rate pass-

through (ERPT), imported commodity surges, global 

value chain (GVC) disruptions, and demand 

spillovers. Theoretical literature, as reviewed in the 

provided documents, posits that ERPT is higher in 

emerging markets like India (estimated at 0.39 

cumulative over two years) compared to advanced 

economies (0.13), due to factors like invoice currency 

practices and market segmentation. The Russia-

Ukraine war exemplified this by spiking commodity 

indices e.g., natural gas prices rose over 129% 

between February and August 2022 leading to direct 

inflationary pressures on fuel and fertilizers. In India, 

this translated to a 20-30% increase in import costs for 

key inputs like sunflower oil and fertilizers in 2022-

2023, per Exim Bank estimates. 

Post-COVID recovery amplified these effects via 

pent-up demand and logistical frictions. As global 

lockdowns eased, demand-pull inflation emerged, 

with supply bottlenecks delaying logistics by 20-40% 

in sectors like manufacturing. India's high CPI food 

weight (45-54%) made it particularly vulnerable; food 

inflation peaked above 10% in mid-2023 due to 

disruptions in wheat and edible oil supplies. Oil 

fluctuations, with Brent crude varying 30% annually 

and peaking at $120 per barrel in 2022, directly 

elevated domestic petrol prices from ₹95/liter to highs 

of ₹110 before stabilizing. These dynamics align with 

World Bank and IMF analyses, which attribute 2022's 

global inflation surge (to 8.7%) partly to such 

compound shocks, with emerging economies 

experiencing heterogeneous impacts based on trade 

openness and monetary credibility. 

Empirical findings from the VAR model corroborate 

this: Impulse Response Functions (IRFs) showed oil 

price shocks persisting for 2-3 quarters on CPI, while 

Forecast Error Variance Decomposition (FEVD) 

attributed the largest variance share to global oil 

prices, followed by exchange rates and food indices. 

Survey responses further humanize these trends 52.6% 

definitively linked price rises to international events, 

with 60.5% very aware of global conflicts' effects 

revealing a perceptual emphasis on post-COVID 

recovery over geopolitical factors. 

 

Inflation Trends and Sectoral Differentiation 

Quantitative data paints a trajectory of peak volatility 

followed by moderation. CPI inflation averaged 6.7% 

in 2022, driven by food (peaking at 7.79% in April) 

and fuel components, before declining to 5.66% in 

2023, 4.95% in 2024, and approximately 2.87% 

(partial) in 2025. By August 2025, headline inflation 

stood at 2.07%, with food deflating by 0.69% and fuel 

at 2.43%, aided by stable Brent prices ($70-80/bbl) 

and discounted Russian imports (up 40x from pre-war 

levels). This stabilization reflects India's strategic 

pivots, mitigating what IMF notes as potential long-

term vulnerabilities in energy-dependent economies. 

Sector-wise, fuel and energy bore the brunt initially, 

with 76.3% of survey respondents reporting 

significant increases from 2023-2025, aligning with 

21.1% noting frequent shortages. Agriculture and food 

supply followed, affected by fertilizer spikes (World 

Bank Fertilizer Index up 15% YTD in Q2 2025), 

though domestic ramps in production turned food 

inflation negative by mid-2025. Manufacturing and 

trade/logistics faced input cost rises (20-30% in some 

sectors), as per survey (36.8% identified trade as most 

affected), but overall resilience was evident in 

sustained GDP growth above 6%. 

Household and corporate impacts were regressive yet 

contained. Low-income groups, spending heavily on 

necessities, faced real wage squeezes, with 65.8% 

making minor lifestyle changes like reducing fuel use. 

Corporates experienced margin compression in 

commodity-exposed sectors (e.g., aviation fuel costs 

up 23% in phases), but aggregate profits rose double-

digits in FY24 via cost rationalization, per RBI. Gross 

Fixed Capital Formation (GFCF) grew ~7.1% in 

FY2024-25, buoyed by infrastructure spending. 
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Policy Efficacy and Broader Implications 

 

RBI's monetary tightening (repo rate hiked 250 bps to 

6.5% by February 2023, then eased to 5.5% by June 

2025) anchored expectations and curbed core 

inflation, complemented by liquidity tools like CRR 

adjustments. Government fiscal measures—excise 

duty cuts on fuels (₹8/liter petrol reduction in May 

2022), edible oil duty slashes (to 10% in May 2025), 

wheat export bans, and subsidies (~₹3-4 lakh crore 

annually)—targeted supply-side relief, contributing to 

disinflation. Efficacy is evident in CPI's fall from 7.8% 

(April 2022) to 2.82% (May 2025), though trade-offs 

included revenue losses (~₹1 trillion from excise cuts) 

and growth costs from higher borrowing. 

Counterarguments highlight limitations: Monetary 

policy's inefficacy against supply shocks and fiscal 

measures' fiscal strain. Public sentiment diverged, 

emphasizing post-COVID over war impacts, 

suggesting communication gaps. India's gains from 

discounted Russian oil underscore opportunistic 

resilience, but ongoing Middle East tensions (e.g., 

Israel-Iran exchanges in 2025) pose risks. 

In conclusion, while early disruptions inflicted short-

term pain, India's economy navigated these shocks 

with moderated inflation and sustained growth, 

positioning it as a stable emerging player. This 

narrative of resilience informs policy imperatives for 

self-reliance amid global uncertainties. 

 

 

IX. KEY FINDINGS 

 

• Inflation Trends: Global shocks, including the 

Russia-Ukraine war and post-COVID recovery, 

drove India's CPI inflation to a peak of around 7% 

in 2022 due to surges in fuel, food, and 

commodity prices. By mid-2025, inflation had 

eased to approximately 2%, with food prices even 

deflating slightly, reflecting effective policy 

adaptations and supply chain stabilization. 

• Public Perceptions: A survey of 38 Indian 

respondents revealed that 76% experienced 

significant fuel price increases and 63% noted 

rises in essential food items from 2023-2025, 

primarily attributing these to post-COVID 

recovery (55%) and the Russia-Ukraine conflict 

(32%). While impacts were felt broadly, lifestyle 

adjustments were mostly minor (66%), indicating 

household resilience. 

• Economic Resilience: India's economy 

demonstrated adaptability through discounted 

Russian oil imports (rising to 40% of total by 

2025), diversified trade, and targeted policies, 

mitigating long-term price volatility despite initial 

vulnerabilities in energy and agriculture sectors. 

• Sectoral Impacts: Fuel and energy sectors were hit 

hardest initially, with oil price fluctuations 

contributing to import cost rises of 20-30% in 

2022-2023. Agriculture faced fertilizer and edible 
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oil disruptions, but domestic production ramps 

and subsidies cushioned effects, leading to 

negative food inflation by August 2025. 

 

Summary of Key Findings 

The research highlights how interconnected global 

events transmitted shocks to India's prices via channels 

like commodity price hikes, exchange rate pass-

through (ERPT), and supply chain disruptions. Initial 

spikes were amplified by India's high import 

dependence (e.g., 85% for crude oil), but inflation 

moderated over time due to strategic imports and 

policy interventions. Empirical analysis using VAR 

models confirmed oil prices as a primary driver of CPI 

variance, while survey data underscored public 

awareness of these linkages. Overall, India's recovery 

was balanced, with debates on policy efficacy 

revealing strengths in monetary tightening and fiscal 

measures, though rural-urban disparities persist. 

 

X. CONCLUSION AND POLICY 

RECOMMENDATIONS 

 

To insulate India from future shocks: 

• Diversify Energy and Commodity Imports: 

Expand sourcing beyond traditional suppliers by 

investing in renewable energy and strategic 

reserves, such as an Oil Price Stabilization Fund, 

to buffer against volatility (as recommended by 

EY Economy Watch). 

• Enhance Monetary and Fiscal Coordination: 

Allow greater exchange rate flexibility as a first 

defense against shocks, per IMF suggestions, 

while reducing excise duties on fuels during 

spikes and targeting subsidies for vulnerable 

sectors like agriculture. 

• Strengthen Supply Chains: Promote trade 

liberalization, simplify customs, and reduce 

tariffs to build resilience, as per OECD Economic 

Outlook. Invest in domestic production of 

fertilizers and edibles through incentives for 

farmers. 

• Targeted Social Protections: Implement time-

limited, data-driven transfers for low-income 

households to mitigate regressive impacts, 

avoiding broad subsidies that strain fiscal 

deficits. 

• Avenues for Future Research 

• Explore compound shocks (e.g., simultaneous 

geopolitical and climate events) using advanced 

models like TVP-VAR or NARDL for finer-

grained sectoral analysis. 

• Investigate distributional effects, such as rural-

urban and income-based disparities in inflation 

impacts, via larger-scale surveys and micro-panel 

data. 

• Examine micro-level dynamics, including firm 

pricing behaviors and invoicing practices in 

global value chains. 

• Assess the role of emerging factors like climate 

shocks and digital trade in amplifying global 

transmissions to emerging economies. 
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