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Exports surprise, for now

December 2022

India’s merchandise exports reversed a 12.1% contraction in October (revised up from -16.7%), growing 0.6% on-
year in November 2022 to $31.9 billion.

Core (non-oil, non-gold) exports ticked up 0.8% on-year, reversing the contractionary trend of the previous three
months. This could partly be a result of last year’s low base for the corresponding month. But there was also a
sequential improvement on-month. This suggests some resilience in demand for exports from advanced economies,
perhaps because of the festive season there. Oil exports, however, fell, in sync with a decline in crude oil prices.

That said, sustaining export growth will remain a challenge, as global growth is expected to sharply slow next year.

Merchandise imports grew at a faster pace than exports. At $55.9 billion, they were up 5.4% on-year in November
(vs. an upwardly revised 10.0% in October), led by higher core imports growth, indicating robustness of domestic
economic activity. Oil import growth, on the other hand, slowed, helped by softening international crude prices.

Higher growth in imports than exports led to a wider trade deficit of $23.9 billion, compared with $21.2 billion a year
ago. Sequentially, however, the trade deficit was narrower (vs $26.7 billion in October 2022), due to lower imports.

Year-to-date (April to November), merchandise exports were up 11.1% on-year to $295.3 billion, while imports rose
29.5% to $493.6 billion. As a result, the cumulative trade deficit was $198.3 billion, up from $115.4 billion in the year-
ago period.

Core exports rise, core imports stay flat
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Data highlights

e Merchandise exports showed mild positive growth of 0.6% on-year in November after contracting
12.1% previous month, suggesting that the October contraction was likely an abberation due to
holidays in India impacting domestic production and shipments out of India. Core exports too
returned to mild positive territory in November (0.8% on-year) after contracting in previous three
months, with almost all key categories such as engineering goods, pharmaceuticals, and electronics
seeing improvement. Textile and agri exports also picked up.

o While overall merchandise imports grew 5.4% on-year in November, core imports grew a higher
6.6% (up from 4.6% in October), suggesting domestic demand is still resilent. There are other factors
also at play, for instance, categories such as iron and steel are seeing higher imports (dumping) as
demand for steel in key advanced economies and China has slowed.

e Services trade surplus remained healthy and continued to provide a cushion to overall trade deficit
as services exports exceeded imports. In October — the latest month for which final data is available
— the services trade surplus rose to $11.9 billion from $8.7 billion a year ago. It was stable on-month.

Oil exports decline, other major categories witness uptick

e Even as overall merchandise exports increased to $31.9 billion in November from $31.4 billion previous
month, oil exports declined to $5.4 billion from $6.3 billion (-1.7% on-year). This is in sync with a fall in
Brent crude price on average to $91.1/barrel in November, from $93.1/barrel in October.

e Exports did better in sectors such as engineering goods, India’s biggest export item, where it was almost
flat on-year (vs -21.3% in October). Gems and jewellery exports grew 4.6% (vs -21.6%). Drugs and
pharmaceuticals exports rose 8.7% (vs -9.2%). Electronics goods exports were up a massive 54.5% (vs
37.6%), reflecting a mixed impact of the Production-Linked Incentive scheme and some shift in
production from China.

e Some of the labour intensive sectors too, registered healthy positive growth. Textile (RMG) exports were
up 11.7% on-year and leather 8.7%. Agri exports of other cereals and rice were up 53.8% and 19.2%,
respectively. That said, exports of textile raw material declined 34.5% on-year, suggesting that this
segment continues to be impacted by higher domestic cotton prices (vis-a-vis in the international market)
eroding its competitiveness.

Correction in gold and fertiliser imports

¢ While merchandise imports grew on-year, they displayed some moderation sequentially ($55.9 billion in
November vs $59.0 billion in October). This was largely the result of lower oil imports ($15.7 billion vs
$18.1 billion) while non-oil imports were stable ($40.1 billion vs $40.8 billion)

e Gold imports declined to $3.2 billion in November from $3.7 billion in October, despite international gold
prices rising to $1,725.1/troy oz from $1,664.45/troy oz, indicating correction in domestic gold demand

e Fertiliser imports too declined to $1.7 billion in November from $2.1 billion in October, following softening
in natural gas prices ($35.7/mmBtu vs $39.0/mmBtu). That said, fertiliser imports were higher on-year

e On the other hand, some of the key categories that witnessed a rise in imports (seasonally adjusted on-
month and on-year basis) in November were coal ($3.8 billion vs $3.2 billion in October), iron and steel
($2.2 billion vs $1.9 hillion), electrical and non-electrical machinery ($3.8 billion vs $3.6 billion) and
chemicals ($2.6 billion vs $2.4 billion)
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Services trade surplus stable

e Services trade data showed that services exports grew 24.6% on-year to $25.4 billion in October, the
latest month for which data is available. Services imports, on the other hand, grew at a smaller pace of
15.9%, to $13.5 billion

e Services trade surplus, as a result, improved to $11.9 billion in October 2022, from $8.7 billion a year
ago. Sequentially, services trade surplus was stable

Outlook

The outlook for India’s trade deficit and current account deficit (CAD) remain weak because of multiple headwinds
to global growth that are likely to pull down exports. S&P Global recently slashed its 2023 world growth outlook by
20 bps to 2.2%, with the slowdown coming primarily from advanced economies such as Europe and the US — both
key markets for India. The World Trade Organisation expects merchandise trade growth in 2023 to slow down to
1% from 3.5% this year.

Recent measures by the government such as rolling back export duty on iron and steel, reduction in windfall tax on
petroleum exports, and expanding the ambit of the Remission of Duties and Taxes on Exported Products scheme

could provide support, albeit limited, as demand itself slows.

Likewise, the rupee depreciation may not be very helpful as India’s exports are more driven by trends in global
growth. A decline in commodity prices from their record highs will cushion the sequential momentum in the import
bill but is unlikely to have a significant impact on the overall deficit figures, as prices still remain elevated from the

year-ago period.

Net-net, we see the import bill rising even as exports slow down, leading to a wider CAD. Some support is
expected from the rebalancing of trade from merchandise to services, which will boost services exports. Lower gold

prices and Russia’s growing share in India’s crude oil imports could also limit the downside to CAD.

We foresee India’'s CAD at 3.2% of GDP this fiscal, compared with 1.2% last fiscal.



Analytical contacts

Dharmakirti Joshi Adhish Verma
Chief Economist, CRISIL Ltd Senior Economist, CRISIL Ltd
dharmakirti.joshi@crisil.com adhish.verma@crisil.com

About CRISIL Limited

CRISIL is a leading, agile and innovative global analytics company driven by its mission of making markets function better.

It is India’s foremost provider of ratings, data, research, analytics and solutions with a strong track record of growth, culture of
innovation, and global footprint.

It has delivered independent opinions, actionable insights, and efficient solutions to over 100,000 customers through businesses
that operate from India, the US, the UK, Argentina, Poland, China, Hong Kong and Singapore.

It is majority owned by S&P Global Inc, a leading provider of transparent and independent ratings, benchmarks, analytics and
data to the capital and commodity markets worldwide.

About CRISIL Research

CRISIL Research is India's largest independent integrated research house. We provide insights, opinion and analysis on the
Indian economy, industry, capital markets and companies. We also conduct training programs to financial sector professionals
on a wide array of technical issues. We are India's most credible provider of economy and industry research. Our industry
research covers 86 sectors and is known for its rich insights and perspectives. Our analysis is supported by inputs from our
large network sources, including industry experts, industry associations and trade channels. We play a key role in India's fixed
income markets. We are the largest provider of valuation of fixed income securities to the mutual fund, insurance and banking
industries in the country. We are also the sole provider of debt and hybrid indices to India's mutual fund and life insurance
industries. We pioneered independent equity research in India, and are today the country's largest independent equity research
house. Our defining trait is the ability to convert information and data into expert judgments and forecasts with complete
objectivity. We leverage our deep understanding of the macro-economy and our extensive sector coverage to provide unique
insights on micro-macro and cross-sectoral linkages. Our talent pool comprises economists, sector experts, company analysts
and information management specialists.

CRISIL Privacy

CRISIL respects your privacy. We may use your contact information, such as your name, address, and email id to fulfil your
request and service your account and to provide you with additional information from CRISIL. For further information on
CRISIL’s privacy policy please visit www.crisil.com/privacy.

Disclaimer

CRISIL Research, a division of CRISIL Limited (CRISIL) has taken due care and caution in preparing this Report based on the
information obtained by CRISIL from sources which it considers reliable (Data). However, CRISIL does not guarantee the
accuracy, adequacy or completeness of the Data / Report and is not responsible for any errors or omissions or for the results
obtained from the use of Data / Report. This Report is not a recommendation to invest / disinvest in any company covered in the
Report. CRISIL especially states that it has no financial liability whatsoever to the subscribers/ users/ transmitters/ distributors of
this Report. CRISIL Research operates independently of, and does not have access to information obtained by CRISIL’s
Ratings Division / CRISIL Risk and Infrastructure Solutions Limited (CRIS), which may, in their regular operations, obtain
information of a confidential nature. The views expressed in this Report are that of CRISIL Research and not of CRISIL’s
Ratings Division / CRIS. No part of this Report may be published / reproduced in any form without CRISIL’s prior written
approval

Argentina | China | Hong Kong | India | Poland | Singapore | UK | USA | UAE

CRISIL Limited: CRISIL House, Central Avenue, Hiranandani Business Park, Powai, Mumbai — 400076. India C R I S I L
Phone: + 91 22 3342 3000 | Fax: + 91 22 3342 3001 | www.crisil.com

- A o
IN/company/crisil & @CRISILLimited f/crisiLLimited  ©B/user/CRISILLimited () lifeatcrisil An S&P Global Company


http://www.crisil.com/
mailto:dharmakirti.joshi@crisil.com
mailto:adhish.verma@crisil.com
http://www.crisil.com/privacy

