BWY’QSS SL&V\JM *

US CAUTIONS INDIA INC

D}, 20[09 24

‘Avoid export of
missile-related
items to Russia’

Flags risk of suppliers facing Western sanctions

SHREYA NANDI
New Delhi, 19 August

he US government has cautioned
I Indian manufacturers to ensure
that items, including defence
equipment, are not exported to Russia.
Such exports could support Russia’s
missile systems and increase the
risk of these companies facing
Western sanctions.

A senior government official said,
“US officials are leading consultation
and sensitisation meetings with the
industry to raise awareness about avoid-
ing the export of specific products such
as chemicals, aeronautical parts, and
components that could be used in mis-
sile systems.”

The official clarified that while the
items exported to Russia are of dual use,
they are not included on the Special
Chemicals, Organisms, Materials,
Equipment and Technologies
(SCOMET) list. This list covers the export
of certain dual-use items, munitions,
and nuclear-related materials, including
software and technology. Exports of
these items are either prohibited or reg-
ulated under a licence.

This development follows recent US
sanctions imposed on some Indian firms
for circumventing efforts to isolate
Russia amid ongoing geopolitical ten-
sions. The situation began over two years
ago when the conflict between Russia
and Ukraine led Western nations to
impose sanctions on Moscow in early
2022. India, however, maintained a neu-
tral stance, balancing its interests and
relationships with both the West
and Russia.

Bilateral trade between India and
Russia has grown rapidly, particularly in
the past two and a half years, largely due
toincreased oil imports from Russia fol-
lowing its standoff with Ukraine in
February 2022. Despite this, India’s
export growth to Russia has been mod-
est, leading to a widening trade deficit.

According to data from the com-
merce department, exports to Russia
grew 35 per cent year-on-year (Y-0-Y) to
$4.26 billion during 2023-24.
Engineering goods exports to Russia saw

ILLUSTRATION: BINAY SINHA

DUAL-USE GOODS
A CONCERN

m US held consultations and
sensitisation meetings with
the industry to increase
awareness about avoiding
specific product exports

= [tems of concern include
chemicals, aeronautical parts,
and components used in
missile systems

m These items are dual-use but not
included on the SCOMET list,
which covers certain controlled
items and technologies

an 85 per cent Y-0-Y increase to $1.35 bil-
lion, although overall exports of such
goods grew only 2 per cent.

A Reuters report last month cited a
US Treasury official warning Indian
banks that financial institutions
engaging with Russia’s military-indus-
trial base risk losing access to the US
financial system. The warning was com-
municated to Indian banks and indus-
try associations.
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Gem, jewellery exports down

Our Bureau
Mumbai

Gexh and jewellery exports
continued their downward
trend and pl 23 per
cent in July to $1.66 b;llion
(X13,922 crore) against $2.17
billion

logged in the same period last
year, amid growing geopolit-
ical concern.

Imports declined 17 per
cent to $1.4 billion (¥11,739
crore) against $1.68 billion
(X13,832 crore) registered in
the same period last year, ac-
cording to Gems and Jew-
ellery Export Promotion
Council data.

Cut and polished diamond
exports were down 23 per
cent to $908 million ($1.17
billion) due to a sharp decline
in diamond trade with China,
which accounts for 10-15 per
cent of exports from India.
The import of cut and pol-
ished diamonds almost
halved to $82 million ($166
million).

Imports of rough dia-

% < ’

23% in July on global uncertainty

LOSING GLITTER. The industry faced muted trade for the past
18 months and the renewed geopolitical tensions in West Asia

have only added to the uncertainty

monds droj 16 per cent  cent to $530 million as prices
to $4.3 billion on weak de- inched up. Export of col-
mand for value-added oured nes was down_
products. As the world’s at $114 million ($153 mil-
largest diamond processing  lion) on the back of subdued’
hub, the sector in Indiaisex-  demand. :

periencing a sense of gloom.

SLACK DEMAND

Shipments of polished lab
grown diamonds also fell 10
per cent to $95 million in July
due to weak demand amid
falling natural diamond
prices. Gold jewellery ex-
ports also dropped 12 per

Colin Shah, MD, Kama

Jewelry, said the industrywas

goi uncertain
mﬁﬁmmmg‘
ityfor the pastyearand a half,
The re-emergence of geo-
political tensions in West’
Asia had again turned the
scenario towards
uncertainty.
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Govt may reduce
tloor price for

—

GRAIN SHIPMENTS

@ Volume (in million tonne)

e200

4.63|3.94| 4.79 | 5.83

Valve ($/billion)
2020-21 |2021-22| 2022-23| 2023-24

Source: Dgeis

basmati exports

i~

!

SANDIP DAS
New Delhi, August 20

THE GOYERNMENTIS considering
a proposal to reduce the minimum
export price (MEP) of $950/tonne
imposed on shipment of basmati
rice last year, as global prices of
somevarieties of the aromatic grain
have fallen below the floor. The
prices have declined amid expecta-
tions of a good harvest this kharif
season and high carry-over stocks.

Sources told FE that there have
been several rounds of discussions
with exporters and a decision on the
MEPreduction is expected soon.

Mandi price of early harvested
1509 basmati paddy variety has
declined to ¥2,500/quintal from
3,000 ayearago. Thearrival,which
is expected to commence bytheend
of next month, is likely th pull down
the price of premium Pusa 1121
variety of paddy below last year’s
level of ¥4,000/quintal.

The production of basmati rice is
projected torise 10% this year from
7 million tonne (MT) in the previous
year because of a higher cultivation
area.Punjab has reported more than
12% increase in the area under bas-
mati cultivation to 0.67 million

hectare (MH) this

son (2024-25)'starting October 1.
The government hiked MEP for
basmati rice to $1,200/tonne in
August last year to restrict “illegal
shipment of white non-basmati
rice”, export of which was banned in
July last year, but subsequently

g 1”2\-?]%,@;, g

reduced it to $950 tonnein October.

“In the two months last year
when the government hiked
MEP..we lost the market to Pakistan
by more than 0.5 MT” Ranjit Singh
Jossan, vice president, Rice Millers
and Exporters Association of Punjab,
told FE. Jossan said a reductionin the
MEPto $700 per tonne would make
aromatic rice shipment from India
more competitive with Pakistan,
which currently imposes an MEP of
$750/tonne on basmati rice.

Exporters said a higher MEP
would also be detrimental todomes-
tic prices as lesser exports would
bring down prices.Outofthe 7 MT of
basmati rice last year, only 2 MT was
consumed ically.

“Importing countries have cre-
ated a huge stock of basmati rice last
fiscal and carry forward stocks have
been higher because of bumper out-
put in the last kharif season,” said
Vijay Setia, managing director,
Chaman Lal Setia Exports, a leading
exporter of aromatic rice,

In FY24, India exported a record
5.24 MT of aromatic rice valued at
$5.83 billion. In April-May of FY25,
the countryexported 0.96 MTof bas-
mati rice, which was 15% higher
year-on-year.

Geographical Indication-tagged
basmati rice is grown in 70-odd dis-
tricts in.

and Uttarakhand. The aromatic and
long grain rice commands a pre-
miuminthe global market.India has
ashare of around 75%- 80% in the
world aromatic rice market, while
Pakistan holds a share of around
20% in basmati rice exports.
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