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HEADLINE INTELLIGENCE

INDIA'S INFLATION SHOCK: CPI AND WPI RISE,
MARKETS AND RUPEE REBOUND

India's September consumer inflation reached 5.54% and wholesale inflation jumped to 11.39%, sharpening the RBI's policy
test. Yet equities staged their best week in six months and the rupee rebounded to 94.96 per dollar. Expensive oil, wider
monthly trade deficits and the quality of corporate earnings decide whether the relief lasts. [S1][S2][ S4][S5]
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INDIA MACRO PULSE | LATEST READINGS
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Growth rates are YoY; PMI is a diffusion index. Bars are illustrative, not a common
scale. [S1][S10][S11]

ENERGY SECURITY CONCLAVE | NEW DELHI | 16 OCT 2026 | PIB INFLATION | EXTERNAL PRESSURE
EQUITY RECOVERY ACTIVITY RUPEE
Nifty +2.8% on week; IT sharesled. [$4] I1P +8.0%; September PMI 55.1. [S10][S11] Rupee closed 94.96/USD on 16 Oct. [S5]
olL RATES BUFFERS
Brent $109.86/bbl on 16 October. [S6] Repo 5.50%; funding coststight. [S9][S12] FX reserves $726.03bn to 9 Oct. [S7]

Research cutoff: 18 October 2026, 23:00 IST. Photos: PIB, 16 Oct. Market prices retain observation dates.
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01 | Executive Intelligence Brief

INFLATION ALERT

September CPI climbed to 5.54%; food inflation 7.74% raised
household costs. [S1]

EQUITY RECOVERY

Nifty gained 2.8% and Sensex 3.1% over the week; IT
|eadership was pronounced. [$4]

RATES & LIQUIDITY

Repo remains 5.50%; short-term funding rates reflect tighter
liquidity conditions. [S9][S12]

INDIA MACRO PULSE

Latest observations; dates shown separately

REAL GDP

+7.8%
Q1 FY27 | YoY
INDUSTRIAL OUTPUT
+8.0%
AUG | QUICK ESTIMATE
MANUFACTURING PMI
55.1
SEP | DIFFUSION INDEX
(of 2]}
5.54%
SEP | PROVISIONAL
GROSS GST
+14.7%
SEP COLLECTIONS | YoY
DOMESTIC GST
+10.1%

SEP COLLECTIONS | YoY
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EXECUTIVE INTELLIGENCE BRIEF | 2

WHOLESALE COSTS

September WPI surged to 11.39%; fuel and power inflation
reached 25.85%. [S2]

RUPEE DEFENCE

The rupee ended 16 October at 94.96/USD, stronger by
roughly 2% on the week. [S5]

EXTERNAL COUNTERWEIGHT

Merchandise exports rose to $44.40bn; the trade gap was
$30.21bn. [S3]

Five-minuteread. The economy is absorbing two conflicting signals. Food and ener gy costs are broadening price
pressur e, while stronger technology earnings have revived equity risk appetite. FX controls and a weaker global
dollar improved therupee, but ail, liquidity and foreign capital remain constraints. More durablerelief requires
slower imported-cost inflation and better cash-generating ear nings.

MARKETS & EXTERNAL BUFFER

Latest observations; dates shown separately

NIFTY 50

16 OCT CLOSE 231146 15
SENSEX

16 OCT CLOSE 74!72927
USD/INR

16 OCT CLOSE 9496
lBGROEC’t‘I'-;ETTLEMENT $10986
z;i:;:ANDISE GAP $3021bn
FX RESERVES $72603bn

WEEK ENDED 9 OCT
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02 | Headline Analysis | prices versus market relief

The defining development was a widening price-pressure problem. Consumer inflation rose to 5.54% in September and
wholesale inflation hit 11.39%, led by fuel, food and manufactured goods. These indexes measure different transaction
baskets, but together they raise the probability of margin and household-income pressure. [S1][S2]

The market response was more encouraging. | T earnings and improved risk appetite pushed the Nifty 2.8% higher during
the week, even as oil closed near $110 a barrel. Strong export-oriented corporate results and costly essentials can coexist;

one does not automatically neutralise the other. [ S4][S6][ S8]

What would change the reading. A persistent easing in delivered ail costs, falling inflation breadth and more
stable foreign flowswould support a broader equity recovery. A rising fuel bill, adver se weather for food and
dearer bank funding would instead tighten conditions for households and businesses.

02 | Headline Analysis | policy transmission

The RBI raised the repo to 5.50% on 7 October and subsequently imposed additional foreign-exchange market measures.
The rupee strengthened to 94.96 on 16 October. However, policy-induced currency support does not by itself reduce
physical oil requirements or the underlying current-account cost. [ S5][S12][S16]

COSTLY OIL > FREIGHT > INFLATION > CREDIT / FEX > EARNINGS > VALUATIONS

Alternative case. A powerful I T-led rebound could extend if global client budgetsimprove and contracts convert
into cash. Yet the breadth of inflation, lower reserve stock and higher delivered ail prices argue against reading
one week of equity gains as economy-wide nor malization.

CONFIRMED PRICE SHOCK CONFIRMED MARKET REBOUND KEY TEST
CPl 5.54%; wholesale inflation 11.39%; Nifty +2.8%; Sensex +3.1% on the Can the equity recovery broaden before
fuel pressures persistent. [S1][S2] week ended 16 October. [$4] higher costs reach domestic demand?
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03 | Markets & Macro Dashboard

Indicator Latest observation Change | date Context / interpretation

NIFTY 50 23,146.15 +2.8% week IT-led best week in six months. [S4]
BSE SENSEX 74,729.27 +3.1% week Broader large-cap rebound. [S4]
USD /INR 94.96 16 Oct close Policy-supported weekly rally. [S5]
BRENT CRUDE $109.86/bbl 16 Oct settle Supply risk and oil import costs. [S6]
FX RESERVES $726.03bn w/e 9 Oct Down $8.58bn on week. [S7]

CPI HEADLINE 5.54% YoY Sep 2026 Food inflation 7.74%. [S1]

WPI HEADLINE 11.39% YoY Sep 2026 Fuel and power up 25.85%. [S2]
MERCH. DEFICIT $30.21bn Sep 2026 Wider MoM, narrower YoY. [S3]

03 | Market Matrix | competing signals

EQUITIES FX & OIL
An IT-led market rebound improved sentiment. Foreign flows Rupee relief helps, but near-$110 Brent raises the landed
and margin quality remain decisive. energy bill and inflation risk.

RATES DOMESTIC RESILIENCE

Repo at 5.50%; bill-market funding conditions still reflect Output and PMI remained firm, while September CPI tested
policy tightening. household spending power.

Signal versus noise. Nifty, Sensex and therupeerefer to Friday 16 October closes; Brent isa separate futures
settlement. The reserve stock isdated 9 October. These are not simultaneous live Sunday observations.

EVIDENCE STATUS | OBSERVATIONS VERSUS OUTLOOK

Confirmed: CPI, WPI, goodstrade, Friday prices and reserve stock. | nterpretation: sustained oil pressure may reach
consumer demand and cor porate margins. Scenario signposts ar e not market forecasts. [S1][S2][S3][S6]
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04 | Global Economy & Geopolitics

Energy security enters the inflation debate

Brent settled at $109.86 on 16 October as supply risks supported the crude market. India remains exposed not just to
benchmark prices but to freight, insurance, crude mix and rupee conversion. Friday prices are observations, not next-week
forecasts. [S6]

India reported September merchandise exports of $44.40bn against imports of $74.61bn, leaving a $30.21bn deficit. The gap
widened from August but narrowed against September 2025. Both comparisons matter for the external account. [S3]

Speaking in New Delhi on 16 October, the petroleum minister described effortsto diversify energy suppliers and safeguard
fuel availability. Supply continuity isimportant, but it does not mean imported energy isimmune to global pricing or logistics
shocks. [S17]

ENERGY SECURITY CONCLA'V‘E | NEW DELHI | 16 OCT 2026 | PIB
The trade-cost channel remains central for India

Real physical supply, delivered crude costs and currency conditions must improve together before a durable import-price reprieve can be
assumed.

PHYSICAL OIL > FREIGHT / FX > IMPORT BILL > INFLATION > MARGINS
EVENT RISK OIL BASELINE
Middle East shipping and oil-supply disruption keep the Brent settled Friday 16 October at $109.86; futures and spot
physical-market premium high. [S6] quotations differ. [S6]
GLOBAL FINANCING INDIA EXPOSURE
Global dollar movements and energy finance still shape India Energy-intensive firms, transport and househol ds face distinct
credit and FX markets. [S15] fuel pass-through effects.

Competing hypothesis. Energy diversification, calmer markets and sustained export growth could cushion the
shock. Those gains need confirmation in delivered costs, trade balances, retail inflation and cash flow.

ISSUE 006 | RESEARCH CUT-OFF 18 October 2026, 23:00 IST (17:30 UTC) alborithm.com | 5



https://alborithm.com/
https://alborithm.com/indian-economy-markets-compass/
https://www.wsj.com/business/energy-oil/oil-prices-fall-as-traders-weigh-iea-reserve-releases-hormuz-risks-f8d24d7b
https://www.pib.gov.in/PressReleaseIframePage.aspx?PRID=2323944&lang=2&reg=48
https://www.pib.gov.in/PressReleaseIframePage.aspx?PRID=2324548&lang=2&reg=48
https://www.wsj.com/business/energy-oil/oil-prices-fall-as-traders-weigh-iea-reserve-releases-hormuz-risks-f8d24d7b
https://www.wsj.com/business/energy-oil/oil-prices-fall-as-traders-weigh-iea-reserve-releases-hormuz-risks-f8d24d7b
https://www.reuters.com/world/asia-pacific/euro-gets-much-needed-reprieve-ai-wobbles-rock-dollar-2026-10-16/

s ALBORITHM | INDIAN ECONOMY & MARKETS COMPASS MACRO, MONETARY & POLICY RADAR | 6

05 | India Macro & Liquidity Radar

On 7 October the RBI lifted repo to 5.50% and adopted calibrated tightening. September CPI then reached 5.54% and
WPI 11.39%. Higher prices complicate support for growth. [S1][S2][S12]

Cash-market constraints and special dollar access for oil companies have influenced the rupee rebound. Foreign exchange
interventions, reserve valuation and bond-market liquidity are separate channels. FX reserves were $726.03bn for the
week ended 9 October. [S5][S7][S16]

GLOBAL PRICE / LIQUIDITY RISK | INDIA MACRO TRANSMISSION

OIL / PRICES = RBI LIQUIDITY > CREDIT / FX > MARGINS = GROWTH

Monetary rates, short-term funding and FX restrictions work through different channels.

Poalicy interaction. An unchanged 5.50% repo level during the week does not imply easier financing. Treasury
bill pricing, banking liquidity, dollar market functioning and gover nment bond supply all affect effective
borrowing conditions. [S9][S12][S16]

06 | Rules, Policy & Release Calendar

Regime / release Status Affected channels Next watch

RBI policy Repo 5.50%; calibrated tightening. Credit, rates MPC minutes 21 Oct. [S12]

FX reserves $726.03bn, week ended 9 Oct. External buffer Valuation versus FX sales. [S7]
Inflation CPI 5.54%; WPI 11.39%. Prices, rates Inflation breadth. [S1][S2]

FX framework RBI tightened forward / hedge rules. Rupee, importers Monitor market liquidity. [S16]
Energy Brent $109.86 on Friday. Oil-import costs Physical supply & landed cost. [S6]
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07 | Research & Data Brief

Inflation broadens as the output buffer holds

Domestic output and surveys still indicate expansion, but the price evidence deteriorated. August 1P grew 8.0% while
manufacturing PMI stood at 55.1 in September. The 5.54% CPI print and 11.39% WPI print require separate
interpretation: one tracks retail prices, the other wholesale selling prices. [ S1][S2][S10][S11]

OUTPUT COMPOSITION HOUSEHOLD PRESSURE
August 1P +8.0%; manufacturing output growth exceeded Food CPI rose 7.74% in September. Essential spending faces a
aggregate industrial growth. [S10] renewed squeeze. [S1]

SURVEY CONFIRMATION EXTERNAL COMPOSITION

Factory PMI at 55.1 indicates expansion, not the pace of Goods exports $44.40bn; imports $74.61bn in September. [S3]

official output growth. [S11]

RESERVE INTERPRETATION EARNINGS INTERPRETATION
The $8.58bn weekly reserve decline is not a pure intervention HCL Tech net profit grew 21.2%, but Al demand and deal
estimate. [S7] conversion remain uncertain. [S8]

Evidence ladder. Use MoSPI and Commer ce releases for inflation, output and trade; company filings for
earnings; and timed exchange or credible agency reportsfor market prices. Separate observations from policy
announcements and inter pretation. All citationsretain their source dates.

ACTIVITY AND EXTERNAL PRESSURE | DATED READINGS

AUGUST IIP +8.0% YoY RUPEE | 16 OCT 94.96/USD
FACTORY PMI 55.1 BRENT | 16 OCT $109.86/bbl
SEPTEMBER CPI +5.54% YoY WPI | SEP +11.39% YoY

Decision rule. Read real sales, orders, delivered fuel costs and cash flow together. A stock rally does not cancel
household price pressure; inflation does not prove an output contraction.
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08 | Company Research Lab | HCLTech

WHY THIS COMPANY THIS WEEK

HCL Tech published Q2 FY 27 results on 12 October. Its revenue reached Rs 35,620 crore, up 11.5% year on year, while
dollar revenue stood at $3.724bn. Constant-currency revenue increased 2.6% on ayear-on-year basis. These data provide
afresh test of client spending and the technology rebound. [ S8]

Net income was Rs 5,132 crore, up 21.2% year on year. EBIT margin expanded to 18.2%, and the company reported new
deal winsworth $3.258bn. Advanced Al quarterly revenue stood at $219m. These are reported outcomes, not a guarantee
of future contract conversion. [S8]

CATALYST RISK

New deals, margin recovery and cash earnings provide testable Al-driven repricing and cautious clients can dilute announced
evidence. [S8] deal growth.

FINANCIAL BASE WHAT INVALIDATES THE READ

Q2 revenue Rs 35,620cr; EBIT margin 18.2%; TCV $3.258bn. Slower conversion of booked contracts and weaker
[S8] discretionary work challenge optimism.

CLIENT SPENDING > DEALS > REVENUE > MARGIN > CASH FLOW

The analytical question is whether strong quarterly bookings become profitable revenue over subsequent periods. Services
performance, headcount investment and constant-currency demand must be judged alongside reported rupee results. The gap
between Al excitement and contract cash flow deserves continued scrutiny.

Analytical read. Thelatest filing supports a stronger operating picture, but valuation depends on demand
quality, execution and mar ket expectations. Monitor margin sustainability, Al deal conversion and client
budgets. No pricetarget or personalised recommendation is offered.

MARGIN EVIDENCE BOOKING EVIDENCE

Q2 EBIT margin 18.2%, up 131 bps sequentially. [S8] New deal total contract value: $3.258bn. [S8]

Al REVENUE FALSIFICATION TEST

Quarterly advanced Al revenue: $219m. [S8] Watch growth in earnings cash and contract deployment.
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09 | Global-to-India Transmission

Stocks and the rupee recovered, but retail and producer prices rose. Importers gain from exchange-rate relief only if
funding and dollar invoicing remain stable. Exporters still depend on foreign client demand.

Company evidence illustrates the distinction. HCL Tech showed stronger margin and bookings, while bank earnings
expose tighter funding and treasury risk. The transmission from macro variables to earnings depends on import intensity,
leverage, cash conversion, wage costs, credit demand and pricing power. [ S8][S14]

GLOBAL ENERGY > IMPORT BILL > INFLATION > RATES > VALUATIONS

10 | Signals, Risks & Monitoring Radar

AMBER | EQUITIES RED | ENERGY COST

Nifty +2.8% in a strong week; monitor breadth beyond the
technology complex. [$4]

AMBER | RUPEE

94.96/USD on 16 October. Assess liquidity and sustainability of
the rebound. [S5]

AMBER | RESERVES

FX reserve stock $726.03bn to 9 Oct. Separate valuation from
dollar sales. [S7]

GREEN | FACTORY SURVEY

September manufacturing PM1 55.1. Monitor sales and orders.
[S11]

Brent $109.86 on Friday. Delivered crude prices still determine
Indian exposure. [S6]

AMBER | RATES

Repo at 5.50%; money-market costs and liquidity require close
tracking. [S9]

RED | HOUSEHOLD PRICES

September food CPI at 7.74% adds strain to essential spending.
[S1]

GREEN | EXPORTS

Goods exports rose 23% Y oY to $44.40bn in September. [S3]

Linchpin assumption. Firmer activity and exports can absorb external cost pressure. If real demand weakens,
financing tightens and marginsfall together, the constructive case needsrevision.
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10 | Scenario Matrix | inflation, FX and earnings

MONITORING CASE | RALLY MEETS HIGHER COSTS

Editorial monitoring weight: 45%. Equity gains broaden modestly while inflation stays elevated and the rupee remains
supported by recent market measures. Company earnings improve unevenly and rates stay restrictive.

SIGNPOSTS / INVALIDATION

Signposts: durable rupee stabilization, better earnings breadth and stable goods deficits. Invalidation: weaker cash flow, new energy disruptions
or arenewed currency slide.

ADVERSE CASE | OIL AND FOOD COSTS SPREAD

Editorial monitoring weight: 35%. Delivered oil costs stay high and food price pressure persists. Margin compression and
tighter domestic credit weigh on consumption, equities and funding confidence.

SIGNPOSTS / INVALIDATION

Signposts: persistent CPI breadth, WPI pass-through, weaker demand and higher bill yields. Invalidation: broad-based inflation relief with
improved cash conversion.

RELIEF CASE | IMPORT COST AND FLOW NORMALIZATION

Editorial monitoring weight: 20%. Improved energy delivery, stable inflows and slower food inflation support real
spending. HCL Tech-style earnings resilience broadens beyond a single sector.

SIGNPOSTS / INVALIDATION

Signposts: cheaper landed energy, improved FX liquidity and broad earnings resilience. Invalidation: fresh oil or food shocks, currency volatility
or credit deterioration.

& J
OIL / PHYSICAL FLOW RUPEE VOLATILITY
Physical flows and freight costs are more durable signals than Track reserve changes, importer dollar demand and hedging
negotiating headlines. liquidity.
INFLATION BREADTH RBI / FUNDING CURVE
September CPI 5.54%; follow food, transport and services. Monitor repo, T-hills, cash liquidity and the 21 October MPC
minutes.

Weights are editorial monitoring allocations, not statistical probabilities or investment advice.
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11 | Continuity, Revisions & Forward Intelligence

WHAT WE SAID / WHAT HAPPENED

Issue 005 observed active RBI tightening and a fragile equity recovery. The following week delivered a sharper contrast:
September CPI and WPI jumped, yet the rupee closed at 94.96 and the market rallied on IT earnings. FX reserves fell
further, and the merchandise trade gap widened from August. The underlying inflation-policy test therefore intensified

even as market pricesimproved. [S1][S2][S3][S4][S5][S7]

DATA REVISIONS / WHAT CHANGED SINCE LAST WEEK

NEW INFLATION DATA

September CPI 5.54% and WPI 11.39%; food CPI 7.74% and
fuel WPI 25.85%. [S1][S2]

NEW RESERVE DATA

Reserves fell to $726.03bn for week ended 9 October; stock
date and release differ. [S7]

WEEK AHEAD
Date / cadence Event / status
20 Oct NSE trading holiday
21 Oct October MPC minutes
Week ahead Corporate Q2 filings
Weekly FX / oil / rates close
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NEW MARKET CLOSES

Nifty 23,146.15; Sensex 74,729.27; rupee 94.96/USD on 16
October. [$4][S5]

NEW TRADE EVIDENCE

September merchandise deficit $30.21bn, wider than August
and lower YoY. [S3]

Why it matters

Plan next liquid session. [S13]

Read policy vote and risks. [S12]

Assess margins and cash flow.

Verify prices and funding. [S5][S6]

12 | Alborithm Bottom Line. India entersthe week with a split configuration. Rising CPI and wholesale prices
threaten purchasing power and margins, while a stronger rupee and |1 T-led equity recovery offer market relief.
Themore useful test ispersistence: oil delivered cost, inflation breadth, credit funding, trade flows and
company cash generation must improvetogether beforerelief can be called durable.


https://alborithm.com/
https://alborithm.com/indian-economy-markets-compass/
https://www.pib.gov.in/PressReleasePage.aspx?PRID=2322244&lang=1&reg=3
https://www.pib.gov.in/PressReleasePage.aspx?PRID=2322244&lang=1&reg=3
https://www.reuters.com/world/india/indian-shares-track-higher-open-lower-treasury-yields-sebi-relief-2026-10-16/
https://m.economictimes.com/news/economy/indicators/indias-forex-reserves-fall-by-usd-8-58-billion-to-usd-726-03-billion-in-week-ended-october-9-rbi/articleshow/134993652.cms
https://www.pib.gov.in/PressReleaseIframePage.aspx?PRID=2323944&lang=2&reg=48
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Sources, Credits & Watch / Listen

[S1] MoSPI / PIB | September CPI 5.54%, food 7.74%, 12 Oct
[S2] Commerce / WPI | September 11.39%, fuel 25.85%, 14 Oct
[S3] Commerce / PIB | September trade $44.40bn / $74.61bn
[S4] Reuters | Nifty/Sensex weekly close, 16 Oct

[S5] Reuters | Rupee 94.96/USD, 16 Oct

[S6] WSJ | Brent $109.86 Friday settlement, 16 Oct

[S7] RBI reserves via ET | $726.03bn to 9 Oct

[S8] HCLTech | Q2 FY27 earnings release, 12 Oct

[S9] Reuters | Money-market bill rate pressure, 14 Oct

[S10] MoSPI / PIB | August industrial output 8.0%

[S11] S&P / HSBC | September manufacturing PMI 55.1

SOURCES | WATCH & LISTEN | 12

[S12] RBI October MPC | Repo 5.50%, 7 Oct

[S13] NSE | Trading calendar and 20 Oct holiday

[S14] HDFC Bank | Official Q2 results, 17 Oct

[S15] Reuters | Global dollar and rates, 16 Oct

[S16] Reuters | RBI FX trading measures, 16 Oct

[S17] PIB | Minister Puri energy-security remarks, 16 Oct
[S18] PIB photograph | Photo ID 218305, 16 Oct

[S19] PIB photograph | Photo ID 218304, 16 Oct

[S20] PIB | Copyright and attribution policy

[S21] Reuters | HDFC Bank earnings, 17 Oct

[S22] PIB | Q1 FY27 real GDP growth 7.8%, 1 Sep

Photos: PIB, 16 Oct 2026, official IDs 218305 and 218304. All economic statistics and market closes retain their observation dates. Scenarios are editorial, not statistical forecasts. The explainer and

three podcast editions are not yet released. Educational analysis, not personal advice.

WATCH & LISTEN TO THIS ISSUE

Continue this issue in video or audio. Available destinations are linked below.

WATCH WEEKLY EXPLAINER EXPLORE ALL EXPLAINERS >
Not yet released for Issue 006 Watch the video archive
PODCAST | ENGLISH PODCAST | HINDI PODCAST | BENGALI
Not yet released for Issue 006 Not yet released for Issue 006 Not yet released for Issue 006
Explore Alborithm
z SUBSCRIBE TO NEWSLETTER > |E| EXPLORE NEWSLETTERS > VISIT ALBORITHM > WATCH ON YOUTUBE >
Get new editions by email Browse the archive Discover our research Official channel

alb@rithm

alborithm.com
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