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FOREWARD

National Statistics Bureau (NSB) is pleased to release the Consumer Price Index (CPI) Bulletin for
May 2015. This is the 18" series of monthly CPI Bulletin published by National Accounts and Price
Division, NSB.

The Bulletin is compiled using December 2012 as the price reference period and tracks the price
movements of 436 commodities and services in 20 districts and 2 major urban areas. The rebased
CPI uses the Geometric Modified Laspeyres formula, and has separate indices for domestic and

imported goods and services.

We thank all agencies and stakeholders for their support in bringing out this bulletin and look

forward for their continued support.

June 2015 National Statistics Bureau
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GRAPH 1: YEAR-ON-YEAR INFLATION
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YEAR-ON-YEAR INFLATION RATE

The annual inflation rate for May 2015 [i.e., from May 2014 to May 2015] rose by 5.03%. This was 0.67
percentage point lower than the previous month which was 5.69%. Prices for food has risen by
2.85% and non-food prices by 6.50%.

The prices for the domestic goods and services has increased by 4.35% due to increase in food prices
by 3.18% and non-food prices by 5.02%.

The prices for imported goods has increased by 5.71% because of the increase in food prices by
2.74% and non-food prices by 8.03%.

Table 1: Year on Year Index & percent change (National)

Index Decerber 2012-100) percent change(’)
) 013 04 2015 014 i)
Group Weights
Oct | Nov | Dec | Jan | Feh | Mar | Apr | May | Oct | Nov | Dec | Jan | Feb | Mar | Apr | May | Oct | Nov | Dec | Jam | Feb | Mar | Apr | May
Food 3992 |113.4811440| 11549 {11534 115,60 {11560 116,71 117,54 {12098 |121.39| 12042 { 122,04 {121 11| 12002 121.20{ 12089 662 | 6.02 | 543 | 494 | 477 | 477 | 385 | 285
Non-Food 6008 {109.06109.30{10944{110.29] 11045 {12075 (11011 11277 {117.04|116.91{117.36{118.17 11859 118,81 118.82{ 119,04 731 | 696 | 723 | 715 | 737 | 7.8 | 693 | 650
Overall 100 [11080]11131{11182]112.28{112.48) 11266 | 11331 {11404 118.60{118.68|11896(119.31|119.59| 118.73[119.77(119.77| 703 | 662 | 638 | 626 | 632 | 627 | 569 | 503
Table 2: Year-on-Year Index & percentage change (Domestic )
Index (December 2012=100) Percent change(%)
) 2013 it} 2015 004 015
Group Weights
Oct | Nov | Dec | Jan | Feb | Mar | Apr | May | Oct | Nov | Dec | Jan | Feb | Mar | Apr [ May [ Oct | Nov | Dec | Jan | Feb | Mar | Apr [ May
Food 17.15(115.58 {11692 [ 118.54 | 11787 | 117.13 | 11744 | 11794 | 11831 | 12031 | 121,82 |122.07|121.89{ 122.15|122.06|122.58[122.08| 496 | 419 | 298 | 341 | 429 | 393 | 393 | 3.8
Non-Food 3024(107.92{10797{107.97| 1086410931 110.22| 110,80 113.25| 116.92 |116.93{117.59| 117.84|118.58 | 118.64|118.85|118.94| 834 | 830 | 891 | 846 | 848 | 764 | 7.26 | 502
Total 4739|11063|111.12| 111.68{ 11189 112.08|112.78| 11333 | 115.06 | 118.49 |118.68{119.19|119.29| 119.86|119.87|120.18|120.06| 7.10 | 6.80 | 672 | 661 | 695 | 628 | 6.04 | 435
Table 3: Year-on-Year Index & percentage change (Import)
Index (December 2012=100) Percent change(%)
) 2013 0 2015 014 2015
Group Weights
Oct | Nov | Dec | Jan | Feb | Mar | Apr | May [ Oct | Nov | Dec | Jan | Feb | Mar | Apr | May [ Oct | Nov [ Dec [lan  [Feb  [Mar |Apr [May
Food 2077 |11192|11256| 11330 113,55 | 11454 | 11435 | 115,93 {117.13 [ 121,03 {121.39|121.27120.75|120.67{120.76|120.53|12035| 8.14 | 785 | 704 | 635 | 534 | 560 | 397 | 274
Non-Food 2984 111023)110.68|110.96 (111,98 [111.61{111.28|11143]110.28|117.16|11689{117.12{118.51{118.60) 118.98 | 118.79{119.14| 6.29 | 561 | 555 | 583 | 6.26 | 6.92 | 6.60 | 8.03
Total 5261 [11096]11149|11196]112.66|112.87(112.60(113.36{113.20|118.82|118.82|118.90(119.48{119.49]119.75|119.54 | 119.66| 7.08 | 657 | 619 | 6.05 [ 586 | 635 | 545 [ 571
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Table 4: Year on Year index: Group Level

Index (December 2012-100) % Change
1 Maior Groups 013 2014 2015 014 06
Weights| Oct | Nov | Dec | Jan | Feb | Mar | Apr | May | Oct | Nov [ Dec | Jam | Feb | Mar | Apr | May [ Oct | Nov | Dec | Jam [ Feb | Mar | Apr | May
FOOD AND NON-ALCOHOLIC BEVERAGES 3689 | 112.04{ 113,09 {11425 {11402 {11422 114.20|115.40] 116,32 120,02 | 12047 | 12048 £20.02 {120.05(119.98{120.08[119.75| 702 | 653 | 545 | 526 | 510 | 506 | 405 | 295
ALCOHOLIC BEVERAGES AND NARCOTICS 303 |131.05)13161|13176|13268|133.67( 1340213385 13357 [ 134.24 [134.24 (134,64 (135.49|135.97| 137.06|137.02( 13691 244 | 200 | 219 | 212 | 172 | 227 | 237 | 250
CLOTHING AND FOOTWEAR 920 11557 |116.52| 11701 {11879 11769 | 1178211933 | 114.47| 11866 119,06 119.98]120.77| 120,56 120,65 12055 121.67| 267 | 218 | 254 | 167 | 328 | 324 | 186 | 629
HOUSING, WATER, ELECTRICIY, GAS AND OTHER
FUELS IO 10953 1095 10838 0874 10.14{ 11385216 0575 2482018 oo cn{ 22 1o 30| 2a {12308 2306 102 | 105 {1140 1138 | 1150 | 1025 | 98 | 631
FURNISHING, HOUSEHOLD EQUIPMENTAND
ROUTINE MAINTENANCE OF THEHOUSE i 11931{120.10112061{ 122,52 (12337112354 {122.30] 123,05 | 124.53 124.70]125.69|126.98{127.20( 12741 127.38{ 127.21{ 437 | 383 | 420 | 364 | 311 | 324 | 415 | 338
HeALTH 468 |104.58{105.17)105.17|106.98 | 104,64 103.66 | 104.31{ 10493 | 105.28|105.28{105.28107.06107.39|107.83{107.83 10783 086 | 0.10 | 0.10 | 008 | 263 | 402 | 337 | 276
TRANSPORT 1198 |104.44{ 10446 104.57|106.26 | 106.54 | 106.36 [ 105.74| 105.97 [ 118.96 | 118.49{118.09119.70] 119.07| 119.69|119.24(120.04) 1391 | 1343 | 1293 | 1265 | 1076 | 1254 | 1277 | 317
COMMUNICATION 303 19958 9958 | 99.58 | 99.77 | 99.76 | 9973 | 9964 | 9957 | 9547 | 9547 | 9547 [ 95.47 | 9547 | 9547 | 9547 | 95.69 | 412 | 412 | 412 | 431 | 430 | 427 | 418 | 389
RECREATIONAL AND CULTURE 235 |10837)108.37|108.34| 108.86|110.48{109.63 {10980 [ 109.44 [109.69 [109.72(109.81 {11041 |110.44| 110731105 11094) 122 | 124 | 136 | 143 | 004 | 101 | 072 | 138
EDUCATION 164 [10963|109.63{109.63|109.63| 11496 | 114.96| 11496 114 96| 116.03 {11603 116.03|116.03|122.40 (12240 12240{ 12240| 584 | 584 | 584 584 | 648 | 648 | 648 | 648
RESTAURANTSAND HOTELS 124 115,24 ] 115.24{ 115.24{ 1130311292 {11300 113 45| 112.35 | 114,60 | 114.73| 115,63 |118.58 118,62 (120.00{12095{120.50{ -0.56 | 044 | 034 | 491 | 505 | 619 | 662 | 815
MISCELLANEOUS GOODS AND SERVICES 206 [114.88]115.10] 11597 11557 | 117.84] 117,11 | 116.34 | 116,67 | 119.22 |119.22{119.74| 121,01 | 1252|1215 120.99|121.93| 378 | 358 | 325 | 471 | 312 [ 375 | 48 | 451
Al 10000 |11080]11131 {11182 112.28 {11248 | 112.66 {11331 114,04 { 118.60) 118.68| 118.36[119.31 {119.59] 11973 119.77{119.77| 703 | 662 | 638 | 626 | 631 | 627 | 569 | 503
Table 5: Year-on-year Index & Percent Change: Food Group
Index (December 2012-100) Percent change(%)
03 014 015 014 015
Group Weights
Oct | Nov | Dec | lan | Feb | Mar | Apr [ May [ Oct [ Nov | Dec | Jan | Feb | Mar | Apr | May | Oct | Nov | Dec | Jan | Feb | Mar | Apr | May
Bread and Cereals 975 |11456{11531 {11590 {11691 {11707 1172511761 | 118,81 | 120.83 | 120,53 12L74| 12117 12136 (120,85 (120.99{121.85( 547 | 539 | 504 | 364 | 366 | 392 | 372 | 256
eat 310 (1153811547 {11559 116,70 {11707 | 11893 {122.44] 124,02 {12845 128.00| 128.58(128.93 (12849 128.62|128.73(128.96 | 11.33 | 1085 1124 1048 | 976 | 814 | 514 | 398
Fish 106 |116.81|11744) 1744|1253 [125.77{125.27 | 125,63 | 127.28 | 13266 129.41{129.98 12991 130.73| 13091 {128.75 130,64 1357 | 1019 | 1067 | 360 | 394 | 450 | 328 | 264
ik cheese and eggs 6,88 |108.58|109.26|110.87| 11247 [112.94{ 11304 | 115,63 | 117.04 | 12051 |123.10(123.95 124.27)124.38|123.37(123.22| 12398 1099 | 1266 | 1180 | 1049 | 1014 | 94 | 656 | 593
Ol andfas 319 (11008]12007(11024] 11027 {11059| 111,69 {11243 | 11408 {11210 11282| 1134711357 11350] 11351 | 11321 (112.96 | 184 | 249 | 266 | 300 | 263 | 163 | 069 | 098
Frut 168 |107.13|10858|113.89|115.97 |116.15{ 11675 116.93{ 11792 | 115,06 | 114.09(113.28 (11230 11245| 11281 {112.50]11354] 741 | 508 | 053 | 347 | 319 | 338 | 379 | 371
Vegetabls 782 |11260{11475|116.50{ 11078 [110.49{109.63 | 11063 | 11046 | 120.13|119.58(118.10{116.16) 115.96 | 115.83(116.18 11366 669 | 421 | 138 | 486 | 495 | 566 | 502 | 289
Sugar, am honey efc 098 (10907|109.10{109.10]110.23 {10982 {10631 {10746|107.21 {109.70|109.84|109.88{109.78 109,68 109.66|109.30{109.22| 058 | 068 | 072 | 041 | 012 | 315 | 171 | 187
Food products nec 064 (115.20]11950{12269]12056 {12255 120.11 {11982 12106 {125.27 |125.36|126.41{125.34 12539 125.68| 126.18( 12781 | 874 | 491 | 303 | 396 | 316 | 464 | 531 | 558
Coffe, teaand cocoa 088 (11451]11459(115.29|116.68 {11834 ]117.50{117.07|117.39 {11953 |119.18| 119.66{121.18 (1209612099 122.07(122.77| 438 | 401 | 379 | 385 | 221 | 297 | 428 | 458
Mnerelwater, softinks &juces | 111 {105.95]105.95|205.95105.93{106.55 ) 106.12{ 106,36 106.36  106.62 | 106.62| 107.26|107.72{107.96 10691 108.24{108.30( 063 | 063 | 123 | 168 | 133 [ 075 | 177 | 182
Spris 065 |107.63{108.17{20851{109.11 {10938 109.71|109.70] 111,53 112,55 112.55| 11296 | 11479 115,12 115,12 (114 56{11467| 457 | 405 | 410 | 521 | 524 | 493 | 444 | 281
\iig 044 (1168111739 107.77) 11841 {11871 119,06 {11905 12004 {12010 |120.11| 122.50{120.50 {12150 12.50] 122.50{120.50| 368 | 3.7 | 347 | 261 | 235 | 204 | 206 | 038
Beer 056 [11184]11334(11334] 11356 {11378 | 112.18 {11241 11241 {11185 |112.85| 11185 (112.24 (1123311233 L1162 (12062 001 | -131 [ -13L | -L36 | -L27 | 03 | 071 | 07
Ncolis 1.38 |159.06{159.06159.06| 160.70 [ 162.89{ 164.38 | 163.79{ 160.93 | 162.32 | 162.32(162.91 163.72 | 164.73 | 167,64 168.34 | 16798 205 | 205 | 242 | 188 | 113 | 198 | 277 | 438
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Table 6: Year-on-Year Index & Percent Change: Non-Food Group

Index (December 2012=100) Percent Change(%)
Group Weights 2013 2014 2015 2014 2015
Oct | Nov | Dec | Jan | Feb | Mar | Apr | May | Oct | Nov | Dec | Jan | Feb | Mar | Apr | May | Oct | Nov | Dec | Jan | Feb | Mar | Apr | May
Clothing 6.24 |11590116.65[117.16[118.22(117.50|117.76 | 118.43| 112.37| 11745 |118.03[119.14{119.79[120.88{120.99|12091|121.06| 1.33 | 1.19 | 169 | 133 | 2.88 | 275 | 210 | 773
Footw ear 2.96 |11488]116.23[116,69(119.99|118.10 |117.97 [121.26|119.04 | 121.25 [121.26|121.75|122.88|123.00|123.03| 122.91|122.97| 555 | 432 | 434 | 240 | 415 | 429 | 136 | 330
Housing (renta) 1512 [107.48|107.48 | 107.48 | 107.58|108.10 | 110.04 [111.35| 116,38 | 121.97 |121.97|123.24|123.24 [ 124.08| 124.08 | 124.41|124.41| 1349 | 13.49 | 1467 | 1456 | 1479 | 1276 | 1073 | 691
Neintenancen & repair of e dweling | 1.88 [112.09{112.73112.80 [112.17 112,56 11098 | 10942 [ 110.32|112.07|111.93{112.20]113.71113.7| 113,69 |113.69| 114.01| -002 | -0.70 | -053 | 138 | 102 | 244 | 390 | 335
Bectricity, gas & other fuels 454 |11553]11553 11553 [116.19] 11619 | 116.19 | 116.19| 11619 | 12442 {122.96|122.96 |122.96|122.96|122.96|122.96|122.96| 7.70 | 644 | 644 | 583 | 583 | 583 | 583 | 583
Furniture and furnishing, carpets and other flool 0,37 |105.38 [ 106.24|106.24 [115.07 | 114.73 [114.48 | 117.20 [ 118.40| 119.84 [119.84|119.84{119.98]119.98[119.98)|119.98[119.98| 13.72 | 12.80 | 1280 | 427 | 458 | 481 | 237 | 134
Household textles 057 |140.15]142.12 143,86 | 143.99| 144.01 | 144.45 | 143.47 | 145,44 | 146,65 | 147.58|149.17 [150.76|151.22|151.79|151.59|150.02 | 464 | 384 | 369 | 470 | 501 | 508 | 565 | 383
Household appliances 0.42 11006]110.76 {110.16 {110.67| 111,16 | 11151 {110.31| 108.65 | 110.10 {110.12|112.09113.09| 113.20|113.52 | 112.80 | 112.62| 0.04 | 058 | 175 | 219 | 183 | 181 | 225 | 365
Glassware, tableware & utensils 0.25 [12523]121.33|123.65129.19(133.12|131.10 {131.38 132.38[133.23|133.19{134.24| 136.65| 136.84| 136.91|137.66 | 13744 | 6.39 | 9.78 | 856 | 577 | 280 | 444 | 478 | 382
Tools and equipments for house and garden | 0.24 |115.63 [118.50{117.00| 11581 | 116.06 | 116.39| 10845 | 111,04 {11358 113.27|113.97|116.18|116.35| 11630 116.25|116.46| -177 | -441 | -259 | 032 | 024 | -008 | 7.19 | 487
(Goods and services for household maintenancel 0.35 |113.80(114.74|115.73 [113.83 | 11589 | 117.17]115.19|115.43 | 116.91 [116.94|117.08[118.17 118.49|118.5[119.13|119.05 | 273 | 192 | 117 | 381 | 224 | 118 | 342 | 3.4
Purchase of vehicles 458 |100.00{100.00 {100.00 | 100.00 | 100.00 | 100.00|100.00|100.00 | 131.96 | 131.96|131.96 {137.09{137.09{137.09|137.09|137.09| 31.96 | 31.96 | 31.96 | 37.09 | 37.09 | 37.09 | 37.09 | 37.09
Fuels & Lubricants 3,11 {107.75]107.75 {108.17{109.30| 109.43 | 109.05 | 107.08| 107.39 | 109.76  108.10{ 106,69 |105.90|103.75|105.87|104.33|106.45| 187 | 032 | -137| 312 | 519 | -292 | -257 | -087
Telephone and telefax equipment 0.17 | 9264 | 92.64 | 9264 | 95.84 | 95.74 | 95.25 | 93.61 | 92.42 | 9242 [ 92.42 | 9242 | 92.42 | 9242 | 92.42 | 9242 | 9242 | -0.23 | 0.23 | 0.23 | 356 | 347 | -2.96 | -127 | 0.0
Audio-visual, photographic & information
processing equipments 0.48 |105.43]10543 [105.43|107.14| 11269 |110.38 | 108.22| 107,54 | 107.03 {107.03|107.03|107.18|107.18|107.34| 10747 |107.47| 152 | 152 | 152 | 004 | -489 | -275 | 070 | -007
Recreational & cultural services 0.92 |99.7799.77 | 99.66 | 99.84 | 99.85 | 99.32 | 99.94 | 100.04 [ 100.04|100.04{100.05)100.04|100.04)100.04|100.05|10096| 0.27 | 027 | 039 | 020 | 020 | 073 | 0.11 | 092
New spapers, books & stationery 0.72 |116.75|116.76|116.79|116.95 | 118.68 [117.74| 118.52 | 118,69 119.43 |119.52|119.88|121.34{121.37|122.20(121.61 12146 | 230 | 237 | 264 | 376 | 227 | 378 | 261 | 233
Catering services 105 [11431{11431]11431 |110.71 1115711167 |112.19 110,87 112.33|112.48| 11351 |116.94|116.94| 118.26 | 119.47(120.04 | -173 | -L60 | -0.71 | 468 | 481 | 591 | 649 | 827
Accommodation services 0.19 [12048]120.48|12048|120.63 12063 |120.63 [ 12063 120.91 127.95]127.95[128.08|128.08|128.31|130.04{129.49|12995| 6.20 | 620 | 631 | 6.17 | 636 | 7.80 | 7.34 | 748
Personal care 159 [109.71{109.98|111.06 |110.69[113.37]112.52|111.90{112.73 | 115,56 |115.52|116.17|117.48|117.67|117.62|118.05| 11791 533 | 503 | 459 | 6.13 | 379 | 454 | 550 | 460
Personal effects ne.c 047 |134.23[134.23|134.23|133.76 | 134.31|134.11|132.72| 13105 | 132,50 132.64|132.64| 133.79|135.47 | 135.64|136.30|136.55| -1.29 | -119 | -119 | 0.02 | 086 | 115 | 270 | 420
Table 7: Month-on-Month Index & Percent Change in the CPI (National)
Index (December 2012=100) Percent Change(%)
2014 2015 2014 2015
Group Weights| Aug | Sep | Oct | Nov | Dec | Jan | Feb | Mar | Apr | May | Aug | Sep | Oct | Nov | Dec | Jan | Feb | Mar | Apr [ May
Food 39.92 |12025(120.90|120.98|121.39(121.42|121.04]121.11{121.12|121.21{120.89{ 038 | 0.54 | 0.07 | 0.34 | 0.02 [-0.31| 0.05 | 0.01 | 0.07 |-0.26
Non-Food 60.08 |116.56{116.90|117.04|116.91(117.36|118.17]118.59(118.81(118.82|119.04| 0.89 | 0.29 | 0.12 | -0.11| 038 [ 0.69 | 0.36 | 0.19 |0.005| 0.18
Overall 100.00 {118.02(118.48|118.60(118.68(118.96|119.31{119.59(119.73|119.77(119.77| 0.68 | 0.39 | 0.10 | 0.07 [ 0.24 | 0.29 | 023 | 0.12 | 0.03 | 0.01
Purchasing Power of Ngultrum (Nu.) 85 | 84 | 84 | 84 | 84 | 84 | 84 | 84 | 83 | 8
Table 8: Month-on-Month Index (Domestic)
Index (December 2012=100) Percent Change (%)
2014 2015 2014 2015
Group
Weights| Aug | Sep | Oct | Nov | Dec | Jan | Feb | Mar | Apr | May | Aug | Sep | Oct | Nov | Dec | Jan | Feb | Mar | Apr | May
Food 1715 (121.02|121.17(121.31|121.82{122.07|121.89|122.15(122.06|122.58|122.08| 0.04 | 0.12 | 0.12 { 042 | 0.21 [-0.15( 022 | -0.08 | 042 [-041
Non-Food 30.24 |11651{116.58|116.92|116.93(117.59|117.84|118.58{118.64118.85|118.94( 1.13 | 0.05 | 0.30 | 0.01 | 056 | 0.21 | 0.63 | 0.05 | 0.17 | 0.08
Domestic 4739 |[118.12]118.22(11849|118.68|119.19{119.29|119.86|119.87(120.18|120.06| 0.73 | 0.08 | 0.23 | 0.16 | 0.43 | 0.08 | 048 |0.005| 0.26 | -0.10
Table 9: Month-on-Month Percent Change in the CPI (Import)
Index (December 2012=100) Percent Change (%)
2014 2015 2014 2015
Group )
Weights| Aug | Sep | Oct | Nov | Dec | Jan | Feb | Mar | Apr | May | Aug | Sep | Oct | Nov | Dec | Jan | Feb | Mar | Apr [ May
Food 277 |119.92{12097/121.03|121.39{121.27|120.75]120.67 {120.76 | 120.53| 120.35| 0.65 | 0.88 | 0.05 | 0.30 |-0.10 [-0.43 | -0.07 | 0.07 | -0.19 | -0.15
Non-Food 2984 |11661(117.22|117.16]116.89(117.12|118.51|118.60{118.98 [118.79]119.14{ 0.65 | 0.52 |-0.05[-0.23] 0.20 | 119 | 0.07 | 0.32 | -0.16 | 0.29
Import 5261 |118.03(118.83|118.82|118.82(118.90(119.48|119.49{119.75(119.54]119.66( 0.65 | 0.68 |-0.01 | 0.00 | 0.07 [ 049 | 0.01 | 0.22 | -0.18 | 0.10
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GRAPH 2: MONTH-TO-MONTH INFLATION RATE (OVERALL,
IMPORTED)
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MONTH-TO-MONTH INFLATION RATE

The Month-to-Month inflation for May over previous month of April was 0.01%. The food prices has

decreased by 0.26% and non-food prices has increased by 0.18% over the previous month.

Prices for domestic goods and services has decreased by 0.10% on an average over the previous month

with corresponding increase in non-food prices by 0.08% and decrease in food prices by 0.41%.

However, the prices of the imported goods has increased by 0.10% due to increase in non-food prices by

0.29% and decrease in food prices by 0.15%.

GRAPH 3: TIME SERIES INDEX LEVEL TREND
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Table 10: Purchasing Power of Ngultrum

2014 2015

Jan | Feb Mar | Apr | May | Jun | Jul | Aug | Sep | Oct | Nov | Dec Jan Feb | Mar Apr | May

89 | 89 89 88 | 83 (87 | 8 | 8 | 84 | 84 | 84| &4 84 84 84 83 83

GRAPH 4: PURCHASING POWER OF NGULTRUM (PPN)
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The PPN, as measured by CPI was 83 Ngultrum as of May 2015. This means, Ngultrum 100 in May
2015 is worth only Ngultrum 83 at December 2012 prices. The PPN has decreased by 4.79 percent
in the past 12 months (i.e. from May 2014 to May 2015) due to price rise in the economy.
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TECHNICAL NOTES

1. concept and Definition of CPI

The Consumer Price Index (CPI) is a measure of changes in the average retail prices of a market
basket of goods and services purchased by households for day-to-day living. It shows how much,
on average, prices of goods and services have increased or decreased from a particular reference

period, commonly known as the base period.

2. Uses of CPI

v' As an economic indicator: - CPI is one of the major indicators that determine the
effectiveness of an economic policy. It is used to formulate fiscal and monetary policies
and monitor their effect on the overall economy. Business executives, labor leaders, and
other private citizens use CPI as a guide to make economic decisions.

v' As a means of adjusting income payments: -Many collective bargaining agreements use
CPI to determine wage rates, and index various payments to adjust the effects of
inflation.

v As a deflator of economic series: - CPI or its components is used as a deflator to adjust

for price changes in various economic data series (e.g., GDP).

3. Weights

The weights reflect the relative importance or contribution to the total consumption
expenditures of all households. It is determined using the spending patterns of households

during some previous weight reference period.

It is important for the weights to reflect the current consumption patterns of the household. The
more current the weights, the more reflective they are of current consumer spending patterns.

The international standards recommend rebasing CPI every 5 years.

The current CPI weights were updated in 2012 following the conduct of the Bhutan Living
Standard Survey (BLSS) in March — May 2012. Expenditure details were broken down into

imported and domestic goods to facilitate calculation of domestic and imported inflation.

4. Reference Period

There is no single “base period” for a price index. It can mean different things to different users.
In practice, there are three “reference periods” used.

v' Weight Reference Period is the period during which household consumption values are
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collected. The weight-reference period for the new rebased CPI is 2012, that is, the period
when the BLSS was conducted.

v Index Reference Period is the period when the index is set to 100. In the new CPI, the index
reference period is December 2012.

v Price Reference Period is the period of the first price of each product used to calculate the
elementary indices (indices for individual CPI items). The price reference period for the new
CPI is the fourth Quarter 2012.

5. Index Calculation Formula

Geometric Modified Laspeyres formula is used to calculate the CPI:

n Pit
LTI 5

7

=1 i
b
S = Expenditure Shares of the Base Period (weight from BLSS)
t
P{ = Current Period Price
P!

= Previous Period Price

Pt
(P?)

6. Market Basket

= Price Relatives

Market basket refers to a sample of goods and services which is representative of all goods and
services purchased by the households. The present market basket has 436 items, as compared to
363 items in the previous CPI basket. The new re-based CPI uses the Classification of Individual

Consumption According to Purpose (COICOP). The 12 major groups are:

. Food and Non-Alcoholics Beverages;

. Alcoholic Beverages & Narcotics;

. Clothing and Footwear;

. Housing, Water, Electricity, Gas and Other Fuels;
. Furnishing, Household Equipment and Routine Household Maintenance;
. Health;

. Transport;

. Communication,;

. Recreation and Culture;

10. Education;

11. Restaurant and Hotels;

12. Miscellaneous Goods and Services.
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