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 NORMAL MONSOON  MAY  STABLISE FOOD INFLATION,   HIKE  RURAL SALES OF FMCG  BY 25 TO 30% 
                                                               SMC GLOBAL SECURITIES LTD  
In the wake of normal monsoon as predicted by India’s Meteorological Department (IMD),  stronger possibilities have emerged  for food  inflation to remain stable at about 8.5  per cent  for rest of the year as it will enhance  farm production and  lend greater purchasing power in hands  of farmers, consequently   push  rural sales  of  fast moving consumer goods (FMCG),  automobiles,  consumer durables &  white goods up by 25 to 30 per cent, says SMC Global Securities Ltd .
Other likely consequences of better  rain falls could be a rise of stock indices by  a minimum of 10 per  cent and significantly  discourage volatility in commodity prices, besides  inspire and motivate farming communities  to bring in more areas of their farming land under cultivations  for cash  crops such as cotton, tobacco and pulses , adds  SMC Global Securities Ltd quick analysis on Normal Monsoon Vis-a Vis Farm Production released here today .
 SMC Global Securities Ltd, Chairman & Managing Director,Mr Subhash C hand Aggarwal  in a statement  also said ‘’ normal  monsoon would also mean less migration from rural areas as it will brighten prospects of  higher agriculture production, engaging rural folks to stay behind which in turn  increase  their disposable income to buy FMCG, automobiles, consumer durables and white goods products . This is likely to result in increased sales of these products in rural India alone by at least  25 to 30 per cent’’,  .
However, economic activities will  come to some halt in reality sector for which normal monsoon may not  be  good news as construction  industry will further face shortages of both skilled and unskilled labour since with progressive execution of National Rural Employment Guarantee Scheme has already led to a labour shortage in this sector, said Chairman &Managing director of  SMC Global Securities Ltd.
Nevertheless, good monsoon will definitely bring about stability in food inflation at about  8.5  per cent without reducing  much of inflation in general after some time for the rest of the year and create aspirations for higher agricultural growth of over 4 per cent .
 According to SMC Global Securities Ltd, over the last 6 years while the economy has grown at 8.6 per cent each year , agriculture growth lagged at less than 3.5 per cent and yields of major crops like rice, wheat and sugar cane which shot up in 1980s have stumped in 2000. In order to tame inflation,   the government at Centre and states should take advantages of normal monsoon and   introduce reforms in agriculture sector by beginning to scrap Agriculture Produce Marketing committees which gives virtual monopoly to buy crops to certain traders , suggested Mr Aggarwal.
Normal monsoon in the past drove rise in stock indices and this year can not be exception as FIIs and other investors have started pumping in more money in capital markets with the beginning of this fiscal in the hope that growth will remain sustainable in Indian economy and expectation of good monsoon would  further stoke hopes of still better rally in stocks.
In addition good rains will reduce increasing volatility in commodities prices since it will facilitate stability in costs of their inputs as also motivate a good number of farmers to grow cash crops such  as cotton, tobacco and pulses at a larger landscape of their agricultural land for realizing higher gains, concluded Mr Aggarwal.
               
    
