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Current Affairs of the Day
Retail inflation climbs to 6.07%
1. India’s retail inflation inched up to an eight-month high of 6.07% in February
from 6.01% in January, with rural India experiencing a sharper price rise at
6.38%. For urban consumers, the inflation rate, in fact, fell from 5.91% in
January to 5.75% in February.
2. Food prices saw an upward trajectory, with inflation measured by the
Consumer Food Price Index rising to 5.85% in February from 5.43% in
January.
3. This trend was divergent for rural and urban India, with the latter seeing a
slight moderation in food inflation, while rural food inflation shot up by 0.7
percentage points to 5.87%.
4. Food and beverages inflation hit a 15-month high, and the rising prices of
edible oils are likely to pose a challenge in the coming months.
5. Inflation appears to have become generalised and experts believe it will be
5.5% to 6% through 2022-23, so the Reserve Bank of India [RBI] may
consider a change in its forecast too.
RBI may reconsider its accommodative growth-focused policy stance?
1. The RBI has projected average retail inflation of 4.5% for the coming year.
2. Most economists don’t expect the RBI to shift from its accommodative
growth-focused policy stance yet, despite the retail inflation crossing its
tolerance threshold of 6% for the second month.

Components of CPI
The major component in CPI (C) are as follows (along with their weights)
•

Food and Beverages – 45.86

•

Housing – 10.07

•

Fuel and Light – 6.84
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•

Clothing and Footwear – 6.53

•

Pan, tobacco and intoxicants – 2.38

•

Miscellaneous – 28.32

February wholesale price inflation quickens to 13.11%
1. Inflation in wholesale
prices resurged to 13.11%
in February after two
months of mild cooling
off, staying above the
10% mark for the eleventh
month in a row, as per
official data released.
2. Inflation measured by the
Wholesale Price Index
(WPI) was at 12.96% in
January after hitting a
record high of 14.9% in
November 2021.
3. Fuel and power inflation
touched
31.5%
this
February, the lowest in
five months and only
slightly
lower
than
January’s
32.3%.
Manufactured products inflation picked up from 9.42% to 9.84%, signalling
that producers have begun passing part of their rising input costs to end-users
even as the pace of price rise in basic metals shot up to almost 20%, from
16.3% in January.
4. Primary articles continued to record elevated inflation at 13.39%, the fourth
successive month above 10%. The Food Index, however, moderated from a
24-month high of 9.55% in January to 8.47% in February and helped limit the
overall rise in inflation.
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Major components of WPI
Manufactured Goods (64%)

Primary articles
(23%)

Fuel &
Power
(13%)

Textiles,
Apparels,
Chemicals, Plastic,
Metals, and more

Paper,
Cement,

also includes manufactured food
products such as Sugar, Tobacco
Products, Vegetable and Animal
Oils, and Fats

Food Articles include items
such as Cereals, Paddy,
Wheat, Pulses, Vegetables,
Fruits, Milk, Eggs, Meat &
Fish, etc.

Petrol
Diesel
and
LPG

Non-Food Articles include
Oil Seeds, Minerals and
Crude Petroleum

1. Primary articles is a major component of WPI, further subdivided into Food
Articles and Non-Food Articles.
•

Food Articles include items such as Cereals, Paddy, Wheat, Pulses,
Vegetables, Fruits, Milk, Eggs, Meat & Fish, etc.

•

Non-Food Articles include Oil Seeds, Minerals and Crude Petroleum

2. The next major basket in WPI is Fuel & Power, which tracks price movements
in Petrol, Diesel and LPG
3. The biggest basket is Manufactured Goods. It spans a variety of manufactured
products such as Textiles, Apparels, Paper, Chemicals, Plastic, Cement,
Metals, and more.
4. Manufactured Goods basket also includes manufactured food products such
as Sugar, Tobacco Products, Vegetable and Animal Oils, and Fats.
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Unemployment at 12.7% for Q1FY22
1. The second wave of Covid-19 in India, which peaked in May 2021 and was
led by the Delta variant, resulted in a sharp rise in the urban unemployment
rate, according to the latest quarterly bulletin of the Periodic Labour Force
Survey (PLFS).
2. While the headline urban unemployment rate of 12.7% in April-June 2021
was lower than in the same quarter of 2020 (20.9%), the period of a near-total
lockdown, it is comparable to the unemployment rate seen when the first wave
peaked in September 2020 and the third-highest for any quarter since AprilJune 2020. The urban unemployment rate in the September 2020 quarter was
13.3%.
3. The rise in urban unemployment in the June 2021 quarter is in line with the
fact that the second wave also led to mobility restrictions.
4. There is an important point of difference in this unemployment rate. While the
68-day lockdown led to both sequential and year-on-year contraction in labour
force participation rate (LFPR or the share of population that is working or
looking for a job), the LFPR in April-June 2021 only contracted sequentially.
LFPR during the second wave was also higher than in April-June 2019.
5. The lower unemployment rate despite higher LFPR is however not completely
a cause for cheer. In fact, it might suggest stress in the labour market of a
different kind.
6. The quarterly bulletins give LFPR for three age groups: all ages, 15-29 years,
and 15 years and above. After the quarter ending June 2020, LFPR for the
latter two age groups has been lower than pre-pandemic levels throughout, but
all-age LFPR has been marginally higher than pre-pandemic levels.
PLFS is the largest official household survey for employment statistics in India.
The quarterly bulletins of PLFS, however, only give summary statistics for urban
areas.
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Govt likely to reform capital gains tax to increase revenue
Long-term capital gains on equities held for more than a year is taxed at 10%.
The government estimates that long-term capital gains are taxed in many
countries at the 25-30% range, or the applicable income tax rates.
Need to change the Capital gains tax structure
1. The Narendra Modi administration is likely to revamp the capital gains tax
structure in the next budget to augment revenue collections and boost spending
on welfare schemes.
2. At the heart of the proposal being studied in the finance ministry is the
government’s philosophy that passive income earned from the capital market
should not be taxed at a lower rate than income earned from doing business,
which involves taking entrepreneurial risks and job creation.
3. The plan is also rooted in the government’s idea of welfarism for which
revenue needs to be boosted.
4. Making the capital gains tax structure more efficient needs legislative
amendments.
Current capital gains regime:
1. In India, long-term capital gains on equities held for more than a year is taxed
at 10% on the portion of such gain above a threshold of ₹1 lakh. This provision
was introduced with effect from April 1, 2019.
2. The capital gains tax regime prescribes the holding period for determining
whether the gain made when selling the asset is short term or long term.
3. Short-term capital gain on equities held for less than a year is taxed at 15% in
the case of listed shares and the applicable income tax slab if it is unlisted.
4. Taxation and benefit transfers were two levellers as far as tackling income
inequality is concerned. In India, we do not have the data, but experience from
countries such as the US, where data is available, suggests the picture of posttax, post-transfer income inequality is quite different from the one painted by
data on pre-tax, pre-transfer income inequality.
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5. The capital gains tax structure has become too complicated and needs a relook.
80% of the long-term capital gains from equities in FY20 was made by people
earning ₹50 lakh and more.
6. The government estimates that long-term capital gains are taxed in many
countries at the 25-30% range, or the applicable income tax rates.
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Challenges:
1. Higher capital gains tax in India when compared with other emerging market
economies could reduce the country’s relative attractiveness as an investment
destination and encourage Indians to invest in assets such as real estate. Lower
investments in productive assets can also slow down economic growth.
2. Tax experts said that raising long-term capital gain tax on equities also faces
other practical problems.
3. The buoyancy in the capital markets that we have seen in recent times is
because of the tax regime. One needs to see if any such change also derails the
government’s plan to pursue large disinvestments.

Capital gains tax applicable on many asset classes:
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MAINS
DAWP

Q1. Taxing capital gains can reduce inequality but may hurt
growth in the long term by discouraging investment.
Discuss possible impacts of increasing capital gains tax in
this regard.

ESSAY

1. Right, as the world goes, is only in question between
equals in power — while the strong do what they can
and the weak suffer what they must
2. There is no finer teacher of war than war
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Q1. Consider the following statements
1. In India, long-term capital gains on equities held for
more than a year is taxed at 10%
2. The long-term capital gains are taxed in many
countries at the 25-30% range, or the applicable
income tax rates
Which of the above statements is/are correct?
a. 1 only
b. 2 only
c. Both 1 and 2
d. Neither 1 nor 2
Q2. Which of the following assets when transferred are
taxable under Capital gains tax?
1. House Property
2. Gold Fund
3. Unlisted shares
4. Equity Mutual Fund
Select the correct answer from the codes given below
a. 1 and 4 only
b. 2, 3 and 4 only
c. 1, 2 and 3 only
d. 1, 2, 3 and 4
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