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Cultivation income in rural India seeing a collapse 
Our pan-India rural checks confirm unseasonal rains led crop damages and depressed Kharif 
crop prices are shrinking cultivation income and dampening sentiments. Our proprietary 
model for income realization for paddy farmers across Top 3 paddy-growing States – West 
Bengal, Uttar Pradesh & Chhattisgarh- suggests net cultivation income fell ~10% in FY26 - 
the weakest since COVID-19. While cash transfer schemes at the State level along with free 
power schemes are continuing and real rural wages are holding up, widespread crops losses 
and unprecedented collapse in prices does not bode well for sustaining strong rural demand. 
We are closely watching sustenance of two-wheeler sales in December 2025 amid 
weakening cultivation income. Vahan registration data for two-wheeler sales is contracting 
1.8% YoY to date in December vs growth of 19% YoY during September-November. Currently, 
we prefer playing the rural theme via gold financiers and tractors (owing to structural 
demand drivers) and prefer fertilizer companies over agrochemicals.  

Food price collapse drags farmer cultivation income: During the CY25 Kharif season 
(harvested primarily during October-November), farmers faced significant challenges with 
price realization dropping well below minimum support prices (MSP) for most crops. This 
decline was driven by excess Monsoon, causing crop damage, bunched-up arrivals amid 
delayed harvest, quality issues, and limited government intervention to support prices. Duty-
free imports for key crops, such as cotton, tur and urad, reduction in basic customs duty on 
crude palm, soy, and sunflower oils from 20% to 10% are acting as an incremental drag on 
mandi prices. Prices across mandis (wholesale markets) are also lower for crops, such as 
maize (corn) and soyabean in anticipation of imports from the US under the India-US trade 
deal. Data of mandi prices suggests prices of black gram, cotton, soyabean and maize were 
19%, 8%, 18%, and 27% below their MSP, respectively, as of November 2025. This is the worst 
deflation in food crops in recent years. Our pan-India rural checks suggest yield of paddy 
crops has taken a hit in the range of 6-8% this year. This amid depressed mandi prices 
suggests realization contracted by 8-10% this Kharif crop.  

Unprecedented deflation in food prices this year: The current deflationary cycle of food 
prices in India is unprecedented in its magnitude. The WPI primary food prices have been 
declining for the past six months and have declined by ~4% FY26 YTD on YoY basis. The 
only previous episode where prices were in a deflationary spiral was during July-December 
2018, however the magnitude was lower at an average: -1.9%. Incidentally, two-wheeler sales 
contracted continually between December 2018 until February 2020 post which covid-19 
dynamics dominated the demand sentiment. Analysis of long-term data of wholesale food 
prices shows during episodes of positive percentage YoY WPI food and negative percentage 
YoY WPI food, spread between two-wheeler sales is higher by 120bps and that for tractor 
sales is 700bp.  

Central Government’s rural spending in the slow lane: The Central government’s rural 
spending has been in the slow lane lately with execution of key rural schemes witnessing 
moderation. During April-October, the government spent 45% of rural development Budget 
vs 52% during the same time last year. Separately, approvals of key schemes, such as the PM 
Awas Yojana (Grameen) and the Har Ghar Jal, have failed to pick up pace after a decent start. 
Until October 2025, the government had spent a mere 2% of the budgetary allocation under 
the Department of Drinking Water & Sanitation, which runs the Har Ghar Jal scheme. 
Likewise, sanctions under the PM Awas Yojana (Grameen) until mid-November 2025 were a 
mere 2.0mn units vs 6.8mn in FY25. Amid moderating tax revenue and lower nominal GDP 
growth vs budgeted, we do not expect rural spending to pick up pace materially hereafter.  

Specifically, spending in six departments of government (wherein expenditure eventually 
flows into the rural economy) – Agriculture & Farmers Welfare, Chemicals & Fertilizers, 
Consumer Affairs & Public Distribution, Panchayati Raj, Rural Development and Tribal 
Affairs – has eased to 2.4% in October 2025 vs 16.6% in October 2024.   
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Kharif crop realization drags sharply  

 

Source: CEIC, Elara Securities Estimate; Note: estimate for paddy 

Unprecedented deflation in food prices  

 

Source: CEIC, Elara Securities Research 

Prices for most crops are below MSP 

Mandi prices  

% MSP 
FY20 FY21 FY22 FY23 FY24 FY25 FY26 

Green Gram  104 120 116 111 110 115 115 

Black Gram 105 108 92 89 113 97 81 

Arhar (Tur) 123 140 107 124 122 164 116 

Cotton 91 98 91 141 106 100 92 

Soyabean 94 103 141 122 105 84 82 

Maize 98 76 85 100 98 100 73 

Bajra 87 64 74 93 98 99 87 

Jowar 82 67 84 97 113 87 88 

Paddy 96 94 93 98 101 99 96 

Wheat 110 88 100 123 136 138 105 
 

Source: Department of Agriculture, CMIE, Elara Securities Research    
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Exhibit 1:  Cultivation income forms 33% of rural household income 

 

Source: NABARD 2022 Survey, Elara Securities Research 

 

 

Exhibit 2: Prices across crops are degrowing on YoY basis 

YoY(%) FY21 FY22 FY23 FY24 FY25 FY26 

Pulses       

Green Gram (Moong) 17.3 (1.9) 1.4 10.2 6.0 0.3 

Black Gram (Urad) 7.6 (10.2) 1.3 33.5 (8.8) (11.9) 

Arhar (Tur) 17.4 (20.1) 22.0 4.5 44.6 (24.8) 

Cotton 13.3 (3.3) 64.7 (18.1) 1.7 (0.4) 

Soyabean 13.7 39.6 (6.1) (7.4) (15.1) 5.8 

Coarse Cereals       

Maize (18.7) 13.8 23.5 4.5 7.8 (20.5) 

Bajra (20.6) 21.0 32.0 11.6 6.0 (6.8) 

Jowar (16.3) 31.6 24.4 24.4 (17.6) 10.9 

Paddy 1.0 2.9 10.1 10.2 3.6 (0.5) 

Wheat (15.9) 16.2 25.3 16.6 8.4 (18.8) 

Vegetables       

Onion (11.6) (48.1) (15.4) 110.3 9.2 (74.3) 

Tomato 27.3 86.2 (68.1) 86.5 13.6 (10.6) 

Potato 166.7 (57.9) 14.6 (28.5) 88.1 (21.1) 

Cucumber (5.8) 16.8 (2.3) 247.1 (42.1) (47.7) 

Spices       

Turmeric (8.9) 23.2 (4.1) 61.7 14.0 5.2 

Red Chilly 90.5 (25.0) 58.4 85.4 (40.1) (0.7) 
 

Source: Agmarknet, Elara Securities Research 

 

Exhibit 3: Central government spending softens  Exhibit 4: Spending on Har Ghar Jal scheme disappointing 

 

 

 

Source: CMIE, Elara Securities Research  Source: CEIC, Elara Securities Research 
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Exhibit 5: Sluggish PMAY (Grameen) sanctions  

 

Source: Ministry of Rural Development, Elara Securities Research 

 
 

Exhibit 6: October rains played havoc this year 

 

Source: CMIE, Elara Securities Research 
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Disclosures & Confidentiality for non U.S. Investors 

The Note is based on our estimates and is being provided to you (herein referred to as the “Recipient”) only for information purposes. The sole purpose of this Note is to provide 

preliminary information on the business activities of the company and the projected financial statements in order to assist the recipient in understanding / evaluating the Proposal. 

Nothing in this document should be construed as an advice to buy or sell or solicitation to buy or sell the securities of companies referred to in this document. Each recipient of this 

document should make such investigations as it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this document 

(including the merits and risks involved) and should consult its own advisors to determine the merits and risks of such an investment. Nevertheless, Elara Securities (India) Private 

Limited or any of its affiliates is committed to provide independent and transparent recommendation to its client and would be happy to provide any information in response to specific 

client queries. Elara Securities (India) Private Limited  or any of its affiliates have not independently verified all the information given in this Note and expressly disclaim all liability for 

any errors and/or omissions, representations or warranties, expressed or implied as contained in this Note. The user assumes the entire risk of any use made of this information. Elara 

Securities (India) Private Limited  or any of its affiliates, their directors and the employees may from time to time, effect or have effected an own account transaction in or deal as 

principal or agent in or for the securities mentioned in this document. They may perform or seek to perform investment banking or other services for or solicit investment banking or 

other business from any company referred to in this Note. Each of these entities functions as a separate, distinct and independent of each other. This Note is strictly confidential and 

is being furnished to you solely for your information. This Note should not be reproduced or redistributed or passed on directly or indirectly in any form to any other person or published, 

copied, in whole or in part, for any purpose. This Note is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any 

locality, state, country or other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject Elara Securities (India) 

Private Limited or any of its affiliates to any registration or licensing requirements within such jurisdiction. The distribution of this document in certain jurisdictions may be restricted 

by law, and persons in whose possession this document comes, should inform themselves about and observe, any such restrictions. Upon request, the Recipient will promptly return 

all material received from the company and/or the Advisors without retaining any copies thereof. The Information given in this document is as of the date of this report and there can 

be no assurance that future results or events will be consistent with this information. This Information is subject to change without any prior notice. Elara Securities (India) Private 

Limited or any of its affiliates reserves the right to make modifications and alterations to this statement as may be required from time to time. However, Elara Securities (India) Private 

Limited is under no obligation to update or keep the information current. Neither Elara Securities (India) Private Limited  nor any of its affiliates, group companies, directors, employees, 

agents or representatives shall be liable for any damages whether direct, indirect, special or consequential including lost revenue or lost profits that may arise from or in connection 

with the use of the information. This Note should not be deemed an indication of the state of affairs of the company nor shall it constitute an indication that there has been no change 

in the business or state of affairs of the company since the date of publication of this Note. The disclosures of interest statements incorporated in this document are provided solely to 

enhance the transparency and should not be treated as endorsement of the views expressed in the report. Elara Securities (India) Private Limited generally prohibits its analysts, 

persons reporting to analysts and their family members from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover. The analyst for 

this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its or their securities, and no 

part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report. 

Any clarifications / queries on the proposal as well as any future communication regarding the proposal should be addressed to Elara Securities (India) Private Limited. It is important 

to note that any dispute with respect to this research report, would not have access to stock exchange investor redressal forum or arbitration mechanism. 

Elara Securities (India) Private Limited was incorporated in July 2007 as a subsidiary of Elara Capital (India) Private Limited. 

Elara Securities (India) Private Limited is a SEBI registered Stock Broker in the Capital Market and Futures & Options Segments of National Stock Exchange of India Limited [NSE] and 

BSE Limited [BSE] and a Depository Participant registered with Central Depository Services (India) Limited [CDSL].  

Elara Securities (India) Private Limited’s business, amongst other things, is to undertake all associated activities relating  to its broking business.  

The activities of Elara Securities (India) Private Limited were neither suspended nor has it defaulted with any stock exchange authority with whom it is registered in last five years. 

However, during the routine course of inspection and based on observations, the exchanges have issued advise letters or levied minor penalties on Elara Securities (India) Private 

Limited for minor operational deviations in certain cases. Elara Securities (India) Private Limited has not been debarred from doing business by any Stock Exchange / SEBI or any other 

authorities; nor has the certificate of registration been cancelled by SEBI at any point of time. 

Elara Securities (India) Private Limited offers research services primarily to institutional investors and their employees, directors, fund managers, advisors who are registered or 

proposed to be registered. 

Details of Associates of Elara Securities (India) Private Limited are available on group company website www.elaracapital.com 

Elara Securities (India) Private Limited is maintaining arms-length relationship with its associate entities. 

Research Analyst or his/her relative(s) may have financial interest in the subject company. Elara Securities (India) Private Limited does not have any financial interest in the subject 

company, whereas its associate entities may have financial interest. Research Analyst or his/her relative does not have actual/beneficial ownership of 1% or more securities of the 

subject company at the end of the month immediately preceding the date of publication of Research Report. Elara Securities (India) Private Limited does not have actual/beneficial 

ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of publication of Research Report. Associate entities of Elara 

Securities (India) Private Limited may have actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of 

publication of Research Report. Research Analyst or his/her relative or Elara Securities (India) Private Limited or its associate entities does not have any other material conflict of 

interest at the time of publication of the Research Report. 

Artificial Intelligence (AI) tools may have been used only for compilation or collating publicly available research data or internally generated research data during the information 

gathering and/or summarizing the final report. 

Research Analyst or his/her relative(s) has not served as an officer, director or employee of the subject company. 

Research analyst or Elara Securities (India) Private Limited have not received any compensation from the subject company in the past twelve months. Associate entities of Elara 

Securities (India) Private Limited may have received compensation from the subject company in the past twelve months. Research analyst or Elara Securities (India) Private Limited or 

its associate entities have not managed or co-managed public offering of securities for the subject company in the past twelve months. Research analyst or Elara Securities (India) 

Private Limited or its associates have not received any compensation for investment banking or merchant banking or brokerage services from the subject company in the past twelve 

months. Research analyst or Elara Securities (India) Private Limited or its associate entities may have received any compensation for products or services other than investment 

banking or merchant banking or brokerage services from the subject company or third party in connection with the Research Report in the past twelve months. 

Disclaimer & Standard warning 

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or 

provide any assurance of returns to investors. 

Investment in securities market are subject to market risks. Read all the related documents carefully before investing. 

Disclaimer for non U.S. Investors 

The information contained in this note is of a general nature and is not intended to address the circumstances of any particular individual or entity. Although we endeavor to provide 

accurate and timely information, there can be no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the future. No one 

should act on such information without appropriate professional advice after a thorough examination of the particular situation. 

 

 

 



 

 

 

 Economics  

Elara Securities (India) Private Limited  5 

Disclosures for U.S. Investors 

Rule 15a6 Disclosure: This research report (“Report”) was prepared, approved, published, and distributed by Elara Securities (India) Private Limited a company located outside of 

the United States (the "Foreign Counterparty"). Avior Capital Markets US LLC ("Avior US"), a US registered broker-dealer, distributes this Report in the US on behalf of the Foreign 

Counterparty.  Only major U.S. institutional investors (as defined in Rule 15a-6 under the US Securities Exchange Act of 1934 (the "Exchange Act") may receive this Report under the 

exemption in Rule 15a-6.  A US institutional investor must effect any transaction in the securities described in this Report through Avior US.  

Neither the Report nor any analyst who prepared or approved the Report is subject to US legal requirements or the Financial Industry Regulatory Authority, Inc. ("FINRA") or other US 

regulatory requirements concerning research reports or research analysts. The Foreign Counterparty is not a registered broker-dealer under the Exchange Act nor is it a member of the 

Financial Industry Regulatory Authority, Inc., or any other US self-regulatory organisation.  

Disclosures on Subject Companies: Analysts of the Foreign Counterparty produced this material solely for informational purposes and the use of the intended recipient.  No person 

may reproduce, this Report under any circumstances.  No person may copy or make this Report available to any other person other than the intended recipient.  

Avior US distributes this Report in the United States of America.  The Foreign Counterparty distributes this Report elsewhere in the world. This document is not an offer, or invitation 

by or on behalf of Avior US, the Foreign Counterparty, their affiliates, or any other person, to buy or sell any security.  

Avior US and the Foreign Counterparty and their affiliates obtained the information contained herein from published information and other sources, which Avior US and the Foreign 

Counterparty and their affiliates reasonably consider to be reliable.  

Avior US and the Foreign Counterparty accept no liability or responsibility whatsoever for the accuracy or completeness of any such information. All estimates, expressions of opinion 

and other subjective judgments contained herein are valid as of the date of this document. Avior US assumes responsibility for the Report content with regards to research distributed 

in the US.   

Neither Avior US nor the Foreign Counterparty has managed or co-managed a public offering of securities for the subject company in the past 12 months, have not received 

compensation for investment banking services from the subject company in the past 12 months and do not expect to receive and does not intend to seek compensation for investment 

banking services from the subject company in the next three months. Avior US and the Foreign Counterparty have not owned any class of equity securities of the subject company. 

There are no other actual, material conflicts of interest of Avior US and the Foreign Counterparty at the time of the publication of this Report. As of the publication of this Report, Avior 

US nor the Foreign Counterparty makes a market in the subject securities. 

Avior US and its affiliates, to the fullest extent permissible by law, accept no liability of any nature whatsoever for any claims, damages or losses arising from, or in connection with, the 

contents of this Report or the use, reliance, publication, distribution, dissemination, disclosure, alteration or reproduction of this Report, or any views or recommendations recorded 

therein.  

Participants in foreign exchange transactions may incur risks arising from several factors, including the following: (i) exchange rates can be volatile and are subject to large fluctuations; 

(ii) the value of currencies may be affected by numerous market factors, including world and national economic, political and regulatory events, events in equity and debt markets and 

changes in interest rates; and (iii) currencies may be subject to devaluation or government imposed exchange controls which could affect the value of the currency. Investors in 

securities such as ADRs, whose values are affected by the currency of an underlying security, effectively assume currency risk. 

Subject to the applicable laws, all transactions should be executed through Avior US.  Aside from within this Report, important conflict disclosures can also be found at 

https://aviorcapital.us/us-regulatory-disclosures/and Investors are strongly encouraged to review this information before investing. 

Additional Disclaimer for UK Investors 

Note that Elara Securities (India) Private Limited ("Foreign Counterparty") has concluded a MiFID II research intermediary agreement with Avior Capital Markets International Limited 

(“Avior UK”), regulated by the Financial Conduct Authority (FRN: 191074), pursuant to which Avior UK distributes the Foreign Counterparty’s research in the UK, in return for which the 

Foreign Counterparty pays Avior UK a percentage of the income received in relation to such research. This research report including any recommendations recorded therein (“Report”) 

have been prepared by the Foreign Counterparty, and not by Avior UK. 

The Report: (a) has been objectively prepared from public sources which are believed to be reliable and therefore constitutes independent investment research and is presented as 

such; and (b) may only be distributed to, and relied on by, qualifying investors, who are permitted to receive same in the UK.  

Securities, money market instruments, strategies, financial or investment instruments mentioned in this Report may not be suitable for all investors. The information and opinions 

provided in this Report do not constitute a personal recommendation/investment advice and take no account of the investor's individual circumstances. Investors should consider this 

Report as only a single factor in making any investment decisions and, if appropriate, should seek advice from an investment advisor. This Report is not an offer, or invitation by or on 

behalf of Avior UK, the Foreign Counterparty, their affiliates, or any other person, to buy or sell any security. 

Save as disclosed otherwise, the Foreign Counterparty’s relationship with Avior UK is not reasonably expected to impair the objective presentation of the recommendations in the 

Report, including any interests or conflicts of interest concerning any financial instruments or the issuers to which the recommendations, directly or indirectly, relate. The Report is 
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