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Exportcurbs may widen trade deficitin FY23

KRISHNA KANT
Mumbai, 10 June

A combination of factors like the export curbs
imposed by the government on agricultural com-
modities and metals, and a continued rise in the
prices of crude oil, natural gas and coal is likely to
worsen the country’s trade deficit in the current
fiscal (FY23).

The country's trade deficit hit a record high of
$190.7 billion in the last fiscal year (FY22), up 85.8
per cent vear-on-year (YoY) from $102.6 billion,
surpassing the previous high of $190.3 billion in
FY13. The country's imports were up 55.3 per cent
YoY to $612.6 billion last fiscal.

“While the prices of India’s key imports such
as crude oil, natural gas, thermal coal and fertiliser
remain high, the export of agriculture commod-
ities and industrial metals could decline due to a
mix of export restrictions and lower prices,” says
Dhananjay Sinha, managing director (MD) and
chief strategist, JM Institutional Equity.

Last month, the government banned the export
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of wheat, and put severe restrictions on sugar
export. The government followed it up by impos-
ing an export duty of 15 per cent on steel in a bid
to discourage its exports and lower prices in the
domestic market.

The buzz in the market is that the government

may put export restrictions on rice and cotton as
well in the coming weeks if inflation remains high.
Restricted commeodities such as wheat, sugar
and iron were the key drivers of merchandise

exports in FY22.
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Exports...

According to India Ratings &
Research India, merchandise
imports are expected to grow
to $182.9 billion in first quarter
of the fiscal year from $168.1 bil-
lion in the last quarter of the
last fiscal (Q4FY22).

In the same period, exports
are expected to inch up to
$112.5 billion from $11.3 billion
in Q4FY22. As a result, the
trade deficit is expected to grow
to $704 billion in Q1FY23 from
$56.8 billion in the fourth quar-
ter of FY22.

"This is due to normalisa-
tion of domestic economic
activities, steep levels of com-
modity prices and inflated
freight and transportation
costs," writes Sunil Kumar
Sinha, principal economist at
India Ratings & Research.

Iron and steel were India's
third-biggest export commod-
ity in FY22 at nearly $23 billion,
up 88.9 per cent YoY.

It accounted for 5.4 per cent
of the total merchandise
exportsin FY22 and 8.3 per cent
India's overall merchandise
exports last fiscal. India’s total
exports were up 44.6 per cent
YoY last fiscal year.

The exports of petroleum
products ($68.6 billion) and
gems & jewellery ($39.3 billion)
exceeded the exports of iron &
steel, but India remains a net
import of both crude oil and
precious stones and precious
metals. In contrast, India is a
net exporter of steel.
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