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Trade Gap Hits 10-month High
in Aug; Exports Shrink by 9.3%

Imports grow 3.3% to all-time high; Comm secy says trade dEfICIt not a worry for emerging economies

Our Bureau

New Delhi: India's trade gap
ballooned to a 100omonth high of
$29.65 billion in August as mut-
ed global demand and geopoliti-
cal challenges led to 2 9.3% con-
traction in exports while im.
ports, fuelled by record gold de-
mand at $10 billion, surged to an
all-time high.

Exports stood at $34.7 billion,
while imports grew 3.3% to $64.4
billion in August, official data
published Tuesday showed.

Commerce secretary  Sunil
Barthwal said a huge slowdown
in China, falling petroleum pric-
es, a recession in Europe and
transportation and logistics-re-
lated challenges have affected
merchandise exports.

However, he said that the high
trade deficit is not a cause of con-
cern. “Trade deficit is not a mat-
ter nf concern foremerging econ-
omies. China maintained larger
trade deficit...There is a huge
consumption demand coming
from the economy, which is grow-
ing at double the rate of other
countries,” Barthwal said, add-
ing that as long as it doesn’t lead
toaforex issue, it’s “normal”.
Transportation costs due to
the Suez Canal diversion have
also escalated but non-gems
and jewellery and non-petro-
leum exports are growing, pro-
viding some comfort, he said.
Exports during April-August
this fiscal increased 1.14% to
$178.68 billion, and imports
rose 7% to $295.32 billion.
Despite global challenges, In-
dia's exports of rice and gems
and jewellery have increased
which is “tremendous™ and
shows the importance of non-
petroleum sectors, according
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to Barthwal.

Sequentially, goods exports
were up 2.1% from July. A rise in
electronic goods and drugs and
pharma exports also boosted
non-gems and jewellery and non-
petroleum trade.

Gems and Jewellery and petro-
leum product exports saw sharp
declines in August.

Officials attributed the high
eold imports -103% rise- to a dras-
tic reduction in import duty to
6% from 15%, high global prices
of the yellow metal and jewellers
stocking up ahead of the festival
season.

“(Gold prices have risen globally
and with global uncertainties,
one doesn't know which route
will get closed. Tome, this is quite
normal,” Barthwal said, adding
that the tariff rates on gold have
been reduced drastically so that

smuggling and other activities
can come down.

India’s petroleum exports
plummeted 37.56%, which has
significantly impacted the
overall merchandise trade, said
think tank GTRL

“Interestingly, crude oil prices
remained relatively stable be-
tween these two periods, suggest-
ing that the drop in petroleum
product exports is linked to ongo-
ing disruptions in the Red Sea.
The year long ongoing disrup-
tions have forced shipping routes
to take longer paths around the
Horn of Africaand Cape of Good
Hope, rendering exports to Eu-
rope less viable,” said Ajay Sri-
vastava, founder GTRI.

Crude oil and petroleum im-
ports fell 32.38% in August, pri-
marily due to decreased de-
mand from Indian refineries

amid lower orders from Eu-
ropean markets.

Non-petroleum, non-gems &
jewellery imports, an indicator
of the strength of

domestic demand, rose 4.55%
on-vear in August.

“We must prepare for challeng-
ing times ahead, particularly for
high-volume, low-value goods
like low end engineering prod-
ucts, textiles, garment and oth-
er labour intensive products,
asrising freight costs linked to
longer shipping routes are
likely to exacerbate the situa-
tion,” Srivastava said.

Service exports in July were
£30.58 billion as against the
estimated $28.43 billion.

“Some of the exporters have di-
verted to the domestic market as
profitability in exports have tak-
en a hit with sharp rise in inter-
national freight (both ship and
air),” said Federation of Indian
Export Organisations president
Ashwani Kumar

FTAS
He said that except Canada,
where the trade talks are on a
pause, India is progressing on all
its free trade agreements (FTA).
The next round of India-EU
trade pact talks is from Septem-
ber 23-27 when the two sides
would discuss goods and servic-
es, government procurement and
trade remedies, among others.
“We are waiting to hear from the
UK but hope the negotiations re-
sume in October,” said an official,
adding that these are comprehen-
sive pacts and hence, time taking.
Barthwal said the officials of the
UK are briefing their new minis-
ters about the proposed FTA.
The two sides have already tak-
en stock of the progress of talks
atsecretary and minister levels.



