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Are there chances of an improved monsoon?

Monsoon conditions have seen significant improvement in spatial and temporal
distribution. The deficit is now no worse than recent EI-Nino episodes with
central India at a surplus - despite continued worsening of EI-Nino trends.
However, wheat stocks are still lower before the Ukraine war, while global
prices are rising. Concomitantly, other food items are also seeing higher prices.
Potential for lower reservoir levels and soil moisture still pose risks to inflation,
especially with only half the Monsoon through. These add to other risks from
global prices and higher nominal growth that might indicate pricing power.

Exhibit 1 - Monsoon deficit improves, but is still high
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Despite strengthening EI-Nino, monsoon temporally/spatially improving

The monsoon deficit is steadily improving, and is approaching the 10% threshold for
deficient rains (Fig 1). This is despite worsening of EI-Nino conditions as seen in the Relative
Nino 3.4 index (Fig 2) and ENSO (Fig 3). Spatial distribution has also improved, with Central
India seeing the best trends (Figs 4-5). On a longer-term basis, rainfall is also better thatn in
2014, 2009 and 2002 (Fig 6), within the overall correlation of EI-Nino and rains (Fig 7). El-
Nino years and deficient rainfall do also impact crop production (Fig 8), though sowing has
caught up with normal trends, with some weakness in pulses (Fig 14).

Despite healthy food stocks, all might not be well

Reservoir levels are now below both last year and 10y average levels (Fig 11). FY26
production was at a record (Fig 9), but central pool wheat stocks are still below level ahead
of the Ukraine war (Fig 10), when high prices drove exports rather than storage. With the
hot and dry European season, wheat prices are once again rising; lower irrigation in Rabi
creates risks along this metric ahead. Already, wheat prices are rising domestically along
trend (Fig 16). Coupled with warmer domestic weather (Fig 15), vegetables, sugar and other
food prices are also rising (Figs 17-21). Edible oils are higher with EI-Nino hitting East Asia.

With only half the monsoon over, low soil moisture does indicate risk

India soil moisture adequacy is not very positive, especially when compared to previous year
levels (Figs 12-13). With only half the Monsoon over and EI-Nino indicators continuing to
worsen, there are risks around inflation, adding to shocks from higher petro-product prices
(Fig 22). These are also aided by indications of stronger nominal growth (Fig 23) and higher
pricing power. Though inflation expectations are stable (Fig 24), longer-term inflation risks
might be to the upside of latest projections (Fig 25).
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Exhibit 2 - Relative Nifio 3.4 index - level past the 2°C
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Exhibit 3 - EI-Nifo seasonal oscillator deeply negative,

threshold in agreement with this
4- -2
2
3 -
1
27 1
1 0
0 (1)
(1) (1)
2 1 (2)
3) - 2

08 10 12 14 16 18 20 22 24 26

Aug-22 May-23 Mar-24 Dec-24 Oct-25 Aug-26

Source: Australia Met, Axis Bank Research

Exhibit 4 - Central India has fewer deficient districts
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Exhibit 5 - With the monsoon actually in surplus here
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Exhibit 6 - Until July, rains around the same level as
2009, 2014; better than 2002 and 1972
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Exhibit 7 - Significant relationship between El- Nifio
and weaker rainfall for India

Period Rainfall | No. |Neutral El Nifio La Nifia
1’200 = JUN = JUL = AUG = SEP 1901 - 2025 Range | of Yrs N S M W All S M W All
Deficient <90 22 3 9 4 4 17 1 0 1 2
1,000 Below normal 90-96 21 9 2 4 1 7 1 3 1 5
Normal 96-104 43 17 4 4 5 13 2 5 6 13
Above Normal 104-110| 25 9 2 1 2 5 5 5 1 11
800 Excess >110 14 2 1 1 1 3 5 2 2 9
Al 125 40 18 14 13 45 14 15 11 40
600 In percentage terms
Deficient <90 18% 8% 50% 29% 31% | 38% 7% 0% 9% 5%
400 Below normal 90-96 17% | 23% 11% 29% 8% | 16% 7% 20% 9% | 13%
Normal 96-104 | 34% | 43% 22% 29% 38% | 29% || 14% 33% 55% | 33%
Above Normal 104-110| 20% | 23% || 11% 7% 15% | 11% || 36% 33% 9% | 28%
200 Excess >110 11% 5% 6% 7% 8% | 7% 36% 13% 18% | 23%
All 100% | 100% ||100% 100% 100%|100%||100% 100% 100%|100%
0

Source: IMD, Axis Bank Research
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Exhibit 8 - Monsoon rains according to EI-Nino - there Exhibit 9 - Foodgrain output for the last year is likely to
is a notable agri impact be at arecord
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Exhibit 10 - Central pool stocks of wheat are decent, Exhibit 11 - Reservoir levels are now below those of
but lower than before the Ukraine war drawdown 2025 and of 10y averages
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Exhibit 12 - Soil moisture adequacy - root zone soil Exhibit 13 - Especially when compared to trends of the
moisture deviation - is weak same time last year
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Exhibit 14 - Kharif area sown is now reaching normal
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Exhibit 15 - India mean temperature is higher in the

trends, except in pulses year so far
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Exhibit 16 - Wheat prices are already higher than in the
last year on a normalised basis

Source: IMD, Axis Bank Research

Exhibit 17 - Onion prices are sharply higher
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Exhibit 18 - As are tomato prices Exhibit 19 - Malaysian palm oil prices up, affecting
India
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Exhibit 20 - Palm oil prices domestically are also up
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Exhibit 21 - Indications of stress now seen in sugar
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Exhibit 22 - Plastics are a big example of how petro
input prices are transmitting

Source: DCA, Axis Bank Research

Exhibit 23 - Higher nominal growth this year also likely
to boost pricing power
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Exhibit 24 - Household inflation expectations are
currently stable, despite higher salient prices
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Exhibit 25 - Risks on the higher side of latest
projections showing a Q3 peak
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Disclaimer: The report and information contained herein is of confidential nature and meant only for the selected recipient and should
not be altered in any way, transmitted to, copied, or distributed, in any manner and form, to any other person or to the media or
reproduced in any form, without prior written approval of Axis Bank. The material in this document/report is based on facts, figures
and information that are obtained from publicly available media or other sources believed to be reliable and hence considered true,
correct, reliable and accurate but Axis Bank does not guarantee or represent (expressly or impliedly) that the same are true, correct,
reliable and accurate, not misleading or as to its genuineness, fitness for the purpose intended and it should not be relied upon as such.
The opinion expressed (including estimates, facts, figures and forecasts) is given as of the date of this document is subject to change
without providing any prior notice of intimation. Axis Bank shall have the rights to make any kind of changes and alterations to this
report/ information as may be required from time to time. However, Axis Bank is under no compulsion to maintain or keep the
data/information updated. This report/document does not mean an offer or solicitation for dealing (purchase or sale) of any financial
instrument or as an official confirmation of any transaction. Axis Bank or any of its affiliates/ group companies shall not be answerable
or responsible in any way for any kind of loss or damage that may arise to any person due to any kind of error in the information
contained in this document or otherwise. This document is provided for assistance only and should not be construed as the sole
document to be relied upon for taking any kind of investment decision. The recipient is himself/herself fully responsible for the risks of
any use made of this information. Each recipient of this document should make his/her own research, analysis and investigation as
he/she deem:s fit and reliable to come at an independent evaluation of an investment in the securities of companies mentioned in this
document (including the merits, demerits and risks involved), and should further take opinion of own consultants, advisors to determine
the advantages and risks of such investment. The investment discussed or views expressed herein may not suit the requirements for all
investors. Axis Bank and its group companies, affiliates, directors, and employees may: (a) from time to time, have long or short
positions in, and deal (buy and/or sell the securities) thereof, of company (ies) mentioned herein or (b) be engaged in any other
transaction involving such securities and earn commission/brokerage or other compensation or act as advisor or lender/borrower to
such company (ies) or have other potential conflict of interest with respect to any recommendation and related information and
opinions. The applicable Statutory Rules and Regulations may not allow the distribution of this document in certain jurisdictions, and
persons who are in possession of this document, should inform themselves about and follow, any such restrictions. This report is not
meant, directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality,
state, country or other jurisdiction, where such distribution, publication, availability or use would not be in conformation to the law,
regulation or which would require Axis Bank and affiliates/ group companies to obtain any registration or licensing requirements within
such jurisdiction. Neither Axis Bank nor any of its affiliates, group companies, directors, employees, agents or representatives shall be
held responsible, liable for any kind of consequential damages whether direct, indirect, special or consequential including but not
limited to lost revenue, lost profits, notional losses that may arise from or in connection with the use of the information. Prospective
investors and others are cautioned and should be alert that any forward-looking statements are not predictions and may be subject to
change without providing any notice. Past performance should not be considered as a reference to future performance. The disclosures
of interest statements if any included in this document are provided only to enhance the transparency and should not be construed as
confirmation of the views expressed in the report. The views expressed in this report reflect the personal views of the author of the
report and do not reflect the views of Axis Bank or any of its associate and group companies about the subject company or companies
and its or their securities.

Disclaimer for Singapore clients: This document is published by Axis Bank Limited, India (“Axis Bank”) and is distributed in Singapore
by Axis Bank. This document is not a research analysis or report concerning any investment product. This document does not provide
or purports to provide individually tailored investment advice, commentary or opinion. The contents in this document have been
prepared and are intended for general distribution strictly to accredited investor, expert investor or institutional investor. A recipient
of this document shall not provide or circulate this document to any other person. The contents in this document do not take into
account the specific investment objectives, financial situation, or particular needs of any particular person. The instruments and
product types mentioned in this document may not be suitable for all investors. You should independently evaluate particular
investments or product types and seek independent advice from a financial adviser regarding the suitability of such instruments or
product types, taking into account your specific investment objectives, financial situation and particular needs, before making a
commitment on any instruments or product types. This is because the appropriateness of a particular instrument or product type will
depend on your individual circumstances and investment objectives, financial situation and particular needs. The instruments and
product types mentioned in this document may not be suitable for all investors, and certain investors may not be eligible to purchase
or participate in some or all of them.

Disclaimer for DIFC clients: Axis Bank Limited (DIFC branch) is duly licensed and regulated in the Dubai International Financial Centre
by the Dubai Financial Services Authority (“DFSA”). This document is intended for use only by Professional Clients (as defined in the
Rule 2.3 of the Conduct of Business Module of the DFSA Rulebook) who satisfy the regulatory criteria set out in the DFSA Rules, and
should not be relied upon, acted upon or distributed to any other person(s) other than the intended recipients
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