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Export prospec ts

2022 marked turning
point in Indian trade,
despite late slowdown

BANIKINKAR PATTANAYAK
NEW DELHI, JANUARY 1

A DEMAND SLOWDOWN looms
over global trade in the new year,
and India is unlikely to remain
unscathed. New Delhi’s export
competitiveness and market
diversification attempts will be put
to rigorous test in 2023 as its top
buyers — the US and the EU — face
an extended period of growth
deceleration, while China, its
fourth-largest export destination,
is bruised by the pandemic.India’s
export performance, which
remained robust until the first half
of 2022, started losing momen-
tumin the second half,as external
circumstances increasingly turned
unfavourable,

Nevertheless, in many ways,
2022 proved to be a turning point
for Indian trade. Goods exportsare
estimated to have breached the
§7100-billion. mark for the first
time and hit $440-450 billion in
calendar year 2022, against $395
billion in 2021. Services exports
may have touched a record $295-
300billionin2022 from $254 bil-
lion last year,

More importantly, shedding
inhibitions over trade deals that
were long blamed for exacerbating
its trade deficit, Indiasigned a free
trade agreement (FTA) with the
UAE in February, the first with any
economy inadecade.

Two months later, it hammered
outaninterim trade deal with Aus-
tralia and is expected to start talks
forabroader FTAwith Canberrain
January.New Delhiis now engaged
in FTA negotiations with key
economies — including the UK, the
EU and Canada — and expects at
lcast two of these pacts to fructify
in 2023,

The government expects duty-
free access under the FTAs,in addi-
tion to its renewed push for market
diversification and product basket
expansion, to help exporters turn
thetide. But that will be easier sald
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than done,at least in the short run.

The World Trade Organization
(WTO) recently warned of a dark-
ened 2023 and projected that
global trade growth will drop to
only 1% next year from 3,5% in
2022. It also cautioned about a
contraction if the Ukraine conflict
escalates. This means export
prospects for countries, including
India, could remain far nmrl
subdued in 2023 than thls 4
year.
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fast. The lx;(ilcations so far
. that prices of oil prices will come
. down.Butwe haveto bewatchful e

headded. =
Global Trade Research Inltla~
tive co-founder Ajay Srivastava

said the weak global trade growth

forecast is currently influenced by
anumber of factors — elevated US

~ inflation leading to fears of mul-
 tiple events of interest rate :
exporters, as these countries te

hikes; Europe reeling under
high energy prices; China’s

In fact,accordingtoan. THE YEAR Covid problems and the

earlier HSBC report, global
economic growth deceler-
ation explains forroughly
a third of India’s trade
slowdown.

Moreover, economies
like the EU have proposed
to slap carbon border
adjustment measures,
which typically aim to tax
imported goods, including steel
and cement, from countries with
less strict climate policies,

“India’s exports outlook for
2023 depends considerably on the
oil price movement and the recov-
ery in global demand,” said Ajay
Sahai, director general and chief
executive at the Federation of
Indian Exports Organisation. -

“If oil prices remain around =
$75-80 per barrel, the global -

economy and trade may recover

impact of US sanctions on
high tech products; and
the Ukraine war. What is
also worrying is that, at
2%, India’s share in world
trade is lower than its
3.5% share inworld GDP.
“But the outlook may
look up dramatically with
the end of the Ukraine war, and
China controlling Covid. Both are
distinct possibilities,” he said.
However, there are silver lin-
ings, too. The rollout of 14 produc-
tion-linked  incentive  (PLI)
schemes in the aftermath of the
pandemic will start boosting
domestic manufacturingand ulti-

mately propup exports, Srivastava-
~ expected a “steep boost” to India’s
electronics exports,as the PLI-sup-.

ported pmduction goes to market
next year _

dise sector. If anything, the slow-
~ down or recession in advanc d
‘economies may brighten. the
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This could somewhatoffsetthe |
weakgrowthin traditional sectors |
likeengineeringand textiles.. |
- Moreover, India’s services se¢= /|
tor is expected to defy the lharg t
growth slowdown in the USand |
the EU better than the merchan- |

prospects for Indian s l

to start diverting a larger numblr" |
of orders to cheaper destinations
to cut down on costs, according to
Services Export Promotion Coun-
cil chairman Sunil Talati, Thisis
especially true of segments like |
accountancyand legal services. ' |
For instance, until Novembet !
this fiscal, services cxports jumped |
almost 29% from a year before to !
an estimated $204.4 billion. In. ’?l
contrast goods exports rose by |
only 119% until November o

billion in 2021, Elevated imports
inflated the current account deficit |
to about a decade high of 4.4% of

course, the pressure has eased

from the December quarter and -
may remain benign in 2023, as 3
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