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Kharif crop shorifall despite good monsoon to push up

near term food inflation
However, rabi output likely to surpass projections

Acuité Ratings believes that the favourable monsoon notwithstanding, the food grain
production from the current kharif season will be lower than expected. The impact on
the kharif harvest is not only due to the uneven distribution of rainfall but also on
account of a visible change in food cropping pattern. While this is likely to be offset
by a good rabi crop given the late monsoon rainfall in the current year, it is likely to
lead to a moderate rise in food inflation in the near termi.e. over the next 2-3 quarters.

As regards food grain production (cereals and pulses), area under sowing has
dropped marginally by 0.6% during the current kharif season. However, the production
is expected to be lower than the marginal decline of 0.80% provided by Ministry of
Agriculture given the unseasonal rainfall in September and October. We expect this
to lead to moderate inflationary pressures in H2 FY20 as the benefits of better yields
emanating from the Rabi season are unlikely to materialize in the current fiscal.
Therefore, the current year's cropping pattern may elevate the food inflation trend,
which has been around 1.0% for the past two years.

India has received normal rainfall during the current monsoon season of June —
September 2019 with IMD's estimates indicating that the aggregate precipitation has
been 10% higher than the long term average. At a sub-divisional level analysis on
rainfall distribution, it is apparent that 77% sub-divisions have received normal or
excess rainfall, which is highest when compared to the previous 5 years. While such
figures do indicate the rainfall has been satisfactory over most parts of the country,
the temporal distribution of the rains has not been so conducive for the kharif crop.
The monsoon rains started late and has continued even fill the month of October with
significantly excess rainfall in some parts of Western India. This has therefore, not only
impacted the sowing of the crops but is also likely to hit the yields and the harvest
output in the current season particularly with respect to cereals and pulses.

Acuité has further observed that due to the prevalence of lower prices of certain food
grains over the past two years, there has been a gradual shift in cropping patterns
towards cash-crops. The area sown under cotton and sugarcane is 4% and 9% higher
respectively which is well above the normal sown area. Therefore, production for
these two cash crops is expected to be high in the current kharif. We reckon that
cotton production, which is crifical for the textile industry, will be higher by around 12%
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in the FY20 cycle, thereby cooling down the procurement prices over the next few
quarters. Similarly, sugarcane output is also expected to remain high during this period
albeit there may be a slight negative growth given the bumper production during the
previous sugar season.

Nevertheless, the higher amount of rainfall in the late half of the kharif season wiill
augur well for the ensuing rabi food crop. The soil moisture levels in most parts of the
country are conducive for a record rabi output in the coming season unless there are
further weather vagaries. Also, water levels in most of the reservoirs have reached high
levels and will support not only the rabi crop but also act as a cushion against irregular
rainfall in the next few seasons.

Annexure: Data

Table 1: Growth in Kharif Crop Production

2017-18 2018-19 2019-20* 2019-20#
Food grains 1.55% 0.89% -0.83% -2.0%
Cereals 1.88% 1.49% -0.77% -0.58%
Pulses -2.91% -7.69% -1.75% -4.19%
Oilseeds 2.41% 1.29% 1.16% 5.22%
Coftton 0.70% -12.49% 11.71% 12.40%

Sugarcane 24.12% 5.33% -291% -5.60%
* Acuité Projection, # Agriculture Ministry's Projection

Table 2: Rainfall distribution: Monsoon 2019:

120% - 15.0
100% . 10.0
80% 5.0

60%
40% -5.0
20% -10.0
0% 4 -15.0
2015 2016 2017 2018 2019
mmm Normal and above mmm Deficit Deviation from normal rainfall

Acuité Ratings & Research Limited
(Erstwhile SMERA Ratings Limited)
CIN: U74999MH2005PLC 155683
A-812, The Capital, G Block, BKC, Bandra (E), Mumbai - 400051
Board: +91 22 49294000 | SMS: +91 9969898000 | www.acuite.in



http://www.acuite.in/

Acuite

RATINGS & RESEARCH

About Acuité Ratings & Research Limited:

Acuité Ratings & Research Limited (Erstwhile SMERA Ratings Limited) is a full-service
Credit Rating Agency registered with the Securities and Exchange Board of India
(SEBI). The company received RBI Accreditation as an External Credit Assessment
Institution (ECAI), for Bank Loan Ratings under BASEL-Il norms in the year 2012. Since
then, it has assigned more than 6000 credit ratings to various securities, debt
instruments and bank facilities of entities spread across the country and across a wide
cross section of industries. It has its Registered and Head Office in Mumbai.

Media Contact:

Suman Chowdhury Karan Mehrishi

President — Ratings Lead Economist

Ph: + 91-9930831560 Ph: + 91-9910810569
suman.chowdhury@acuite.in karan.mehrishi@acuite.in

Disclaimer: This release is sent to you for the sole purpose of dissemination through
your newspaper / magazine / media / website / agency. The release may be used
by you in full or in part without changing the meaning or context thereof but with due
credit to Acuité. However, only Acuité has the sole right of distribution of its releases
through any media. Acuité has taken due care and caution for writing this release.
Information has been obtained by Acuité from sources which it considers reliable.
However, Acuité does not guarantee the accuracy, adequacy or completeness of
information on which this release is based. Acuité is not responsible for any errors or
omissions or for the results obtained from the use of this release. Acuité has no liability
whatsoever to the users / distributors of this release.
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