Lenders Told to Step Up Vigil on

Advance Im
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port Payments, LCs

Banks to report fraud activities; to soon share inputs with gdvt and Reserve Bank

Dheera).Tiwari@timesgroup.com

New Delhi: The government has as-
ked banks to step up watch after rece-
iving reports of misuse of advance
payments mechanism and letters of
credit (LCs) for goods imports.

A government official confirmed
that the issue wasflagged tolenders
in May after several instances of
prompt payments immediately af-
ter the overseas payment accounts
wereopened.

"The issue was flagged with the
banks, who were asked to keep a
watch on suspicious transactions.
We have input that some of these
advance payments were fraudu-
lent," he said, adding that lenders
were to report any such activity to
relevantauthorities.

Advance payments are a mecha-
nism that allows the importer to
pay for goods before they are ship-

ped to give comfort to the exporter.
Under existing regulations, if a
bank is satisfied with the track re-
cord and bona fides of the importer,
it can frame its own internal board-
approved guidelines for payments
up to$5million.
A senior bank executive aware of
the matter said len-

e ders will soon share
Asuggestion: their inputs both
No big with the govern-
transaction ment and the Reser-
for advance ve Bank of India on
payment be measures to control
allowedina such  fraudulent
newlyopened transactions.
a/cforatieast  "Oneof the sugges-
3-4months ted measures is that
no large value trans-

action for advance payment shall be
allowed in a newly-opened account
for at least 3-4 months," he said, ad-
ding that the lenders are yet to finali-
sesuch terms and conditions.

Keeping Tabs

Govt received inputs on fraudulent

transactions for advance import
payments & misuse of LCs

: Flags new accounts
=F 924/ opened to transfer
“\ money immediately

Banks to come out with
preventive measures

Another banker said that while
the chances of fraud through the is-
suance of LCs are less, there have
been cases where fake or falsified
documents have been presented for
non-existent cargoestoencash LCs.

“In such cases, banks can only re-
port discrepancies if they are found
out,” he said. LCs are issued by a

~ bank on behalf of importers to gua-

IBA may come up with
suggestions

rantee payment to the exporters pro-
vided that the terms and conditions
are met as per specified document.

In 2018, the RBI scrapped quasi-
bank guarantee instruments such
as the letter of undertaking and let-
ter of comfort for trade credits for

_ imports into India after their misu-

se in the alleged 14,000 crore PNB-
Nirav Modiscam.
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ins India as top rice exportertoIraq =
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due to shortage of currency,”
said Vinod Kaul, Executive
Director, All-India Rice Ex-
porters Association (AIREA).
For example, Kaul said,
Iraq imported 57,000 tonnes
of Basmati rice from India in
April compared with 35,000
tonnesayear ago. “Exportsto
Iraq were lower last fiscal
when they dropped to 3.64
lakh tonnes against 4.86 lakh
tonnesin 2021-22,” he said.

Subramani Ra Mancombu
Chennai

Thailand has become the top
exporter of rice to since
last year replacing India but
Tehran is reportedly buying
Thai rice due to currency
problemsitis facing.

Iraq imports of rice will
likely increase to 2.2 million
tonnes (mt) this year, the US

ent of Agriculture
(USDA) has said. Shipments
of rice into Tehran from India
was over 27 per cent during
January-April this year, but
Thailand accounted for 57
| per cent of the 8.15 lakh
tonnes imported during the
period.

BOUNCING BACK

Since 2022, Thailand has be-
come the main supplier to
Iraq after losing market share
to India and Vietnam since
2014, the USDA said. “Iraq
has reduced its purchases of
Indian rice due to consumer
preference of non-fragrant

e~
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white rice from Thailand,” it
said.

Bangkok Post quoted Ron-
narong Phoolpipat, Director-
Genemal of the Thai Foreign
Trade Department, as saying
that Iraq was the largest im-
porter of Thai rice, buying 1.6
mt in 2022, up 458 per cent
from 2021.

He said Iraq is the top im-
porter of Thai rice, account-
ing for 16.4 per cent of the
2.06 mt of the shipments dur-
ing January-March in 2023.

OWUT. Datafrom APE!

DA show that Basmati exports to
Iraq have dropped by over 45% over the last two fiscal years from
6.45 lakh tonnes in 2020-21

According to the USDA,
Iraq, set to become the fourth
largest global rice importer,
has faced multiple issues
hampering the grain’s pro-
duction, mainly due to water
scarcity. “Therefore, imports
have risen to help meet do-
mestic demand,” the USDA
said.

“Itisnotasif only Thailand
is gaining. India’s export of
Basmati rice to Iraq is also in-
creasing. Probably, Iraq is
buying more from Thailand

GROUND-LEVEL ISSUES

Data from APEDA show
that Basmati exports to Iraq
have dropped by over 45 per
cent over the last two fiscal
years from 6.45 lakh tonnes
in 2020-21.

Delhi-based trade analyst S
Chandrasekaran said the rise
in Thailand’s share in Iraq’s
rice market is increasing due
to “ground-level” problems,
which could be non-availabil-
ity of dollars. “Indian rice is
far more competitive than
Thai rice. But Basmati cannot

be compared ith otherrice,”
he said. ﬁ



Seafood exporters brave slowdown as

shjEments fetch 4%
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Kochi

Buoyed by the 4 per cent
value-wise export growth in
FY23, marine product export-
ers are looking to sustain the
show in the current year as
well, especiallywith the open-
ing up of new markets in Rus-
sia and the European Union.
India fetched export revenue
of $7.76 billion in FY22.

The EU has approved 60-
odd new units to import ship-
ments from India, while Rus-
sia allowed 20 new units,
thanks to the efforts by the
Commerce Ministry, Export
Inspection Agencies etc, says
Jagdish Fofandi, National
President of Seafood Export-
ers Association of India. This
would open up opportunities
for more players from the
country to make inroads into
these markets.

Speaking on the sidelines

13

BOWNTICK. Indian shrimp
production this year is likely to
drop because of less offtake

of feeds and seeds by farmers

of an event in Kochi, he said
“The 4 per cent growth was a
surprise to us especiallywhen
there was a drop in aquacul-
ture production, shrinking
US markets and recession in
Europe and Chinese market
uncertainties. We thought
there could be aslightdropon
account of various factors, in-
stead, we grew by 4 per cent

higher value in FY23

and were able to maintain the
production level as good as

lastyear”.

US A CONCERN &
The holding average stock
with ekporters was the
highest in the last 10 years
and this has given a boost to
exports. Being the major mar-
ket, the US is a concern with
regard to import restrictions
on aquaculture prawns. Be-
sides, there is a potential
threat from emerging shrimp
producers, suchias Ecuador,
Vietnam, Thailand, and In-
donesia, where the produc-
tion cost is much cheaper
than India, he said.

Moreover,, the Indian
shrimp production this year
is likely to drop mainly be-
cause of less offtake of feeds
and seeds by farmers. “It is a
worrisome, especially when
we are making our presence
felt in emerging economies”,
Fofandi said.



Traders in Nepal Stop Importing
Onions, Vegetables from India

THEECONOM|C
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Kathmandu: Traders in Nepal on
Tuesday said they have stopped im-
porting onions, potatoes and other
vegetables from India after the gov-
ernment slapped a hefty 13 per cent
Value-Added Tax ( VAT) on these
items last month. Opposition law-
makers have criticised the Nepal
government's move, arguing that it
would make low-income families
vulnerable to food insecurity and
increase the agony of people who
are already hit hard by skyrocket-
ing inflation.

According to the financial bill in-
troduced in Parliament on May 29,
imported onions, potatoes and oth-,
er vegetables and fruits will now be
subjected toa13 per cent VAT

Finance Minister Prakash Sharan
Mahat has defended the move, as-
serting that it was intended to pro-
tectlocal farmers and trim imports.

Nepal imports almost all its onions
from neighbouring India.

Last year, it imported 173,829
tonnes of onions from India.

Nepal grows potatoes that cater to
around 60 per cent of local demand,

TIMES JE. 1416133

while the rest are also imported

from India.

Opposition  lawmakers have
lashed out at the finance minister,
saying his argument of protecting
local farmers has little merit since
Nepal is almost wholly dependent
onIndiaforits onions.

“Before the government intro-
duced VAT, Kathmandu Valley
would see anywhere between 700 to
1,000 tonnes of onions being import-
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ed from India on a daily basis,”
Keshav Upreti, a wholesaler at Kali-
mati Fruits and Vegetable Market,
told PTIL. “In the last 10 days, onions
have stopped coming from India,”
hesaid.

Upreti noted that there was a legal
hassle as well when importing vege-
tables from India by paying VAT

Not surprisingly, this scarcity of
these essential vegetables has
caused asurge in prices.
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Onion prices, which used focostRs
50 per kg till last month, have now
nearly doubled duetothe acute scar-
city.

The prices of potatoes have also
surged by around 25 per cent, ac-
cordingtolocal traders in Kathman-
du. Prakash Gajurel, General Secre-
tary of the traders association, said
the Nepal government currently
collects 9 per cent agricultural ser-
vice tax and 5 per cent advance in-
come tax. “Adding 13 per cent VAT
on top of these taxes will make
kitchen ingredients very expen-
sive,” Gajurel was quoted as saying
by The Kathmandu Post newspaper.

Besides onions and potatoes, Ne-
pal also imports brinjals, peas, gar-
lic, beansand spinach from India.

Similarly, it also imports fruits
such as avocado, apples, apricot,
cherries, raspberries, cranberries,
kiwis and mangoes from India.

The year-on-year price inflation
touched 7.41 per cent in May, accord-
ingtoNepal's central bank.

This stubborn and higher-than-ex-
pected inflation level, together with
the imposition of VAT, has further
eroded household's purchasing
poweranddragged growthin Nepal.




Carbon tax threat to aluminium ex
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Firms cutting emissions,
but coal-based power
a hindrance

MUKESH JAGOTA
New Delhi, June 13

THE CARBON TAX that the Euro-
pean Union (EU) will impose on five
bulk commodities will make India’s
aluminium exports to Europe unvi-
able,according toareport.

The tax that is part of the wider
plan of the 27-member bloc, called
Carbon Border Adjustment Mecha-
nism (CBAM), to bring down net car-
bon emissions to zero by 2050 will
add an incremental cost of $1,500-
1,600 per tonne of aluminium that
will be exported to the EU, the analy-
sis by rating agency Crisil said.

The tax under CBAM has been
proposed oniron &steel,cement,alu-
minium, fertilisers and electricity to
startwith.While the transition period
for the new tax will start from Octo-

CRISIL

REPORT

W The

European

Union's tax on

five bulk

commodities

will make . ;

India’s EThetaxispartof | MThetaxhasbeen

aluminium the wider planofthe | proposed on iron &

exports 27-memberblocto | steel, cement,

unviable, cutnetcarbon | aluminium, fertilisers

accordingtoa  emissionstozero | and electricity to

report by Crisil by 2050 start with
ber1ofthisyear,actual collectionwill ~and Hindalco) have strong green-
beginfrom January2026.Duringthe  house gas emission reporting stan-
transition period, the EU will collect ~ dards, which will fulfill the require-
firm-level data on carbon emission =~ mentuntil2025-end.
while making the product. On  international  metal

However, Crisiladded that during aluminium is trading at

theinitial phase of CBAM, exportsto  $2,227.85 pertonne.
the EU will likely remain stable since India exported $8.84 billion
domestic manufacturers (Vedanta  worthofaluminiumand aluminium

products, of which around 25% or
$2.24 billion went to the EU, in the

“India produces 4.1 milliontonne

- (MT)of primaryaluminium annually

— amounting to 6% of global pro-
duction —of which as much as 56%,
or 2.3 MT, is exported. It is one of the
lowest-cost producers of aluminium
globally, owing to integrated opera-
tions and low costs of power genera-
tion since it uses‘coal-based captive
plants,”the Crisil report said.

As India produces aluminium
using coal-based captive plants, it
sits at the upper end of the spec-
trum when it comes to emissions,
the report said. The average green-
house gas emission intensity of the
domestic aluminium industry is
oneof the highest globally,at 21-22
tonne of carbon dioxide per tonne
of aluminium.

China, which is the largest pro-
ducer of aluminium with 59% pro-
duction share,also uses mostly coal;

its emissions per tonne of alu-

ports to EU

miniumare 17-18 tonne.Europe has
one of the lowest greenhouse gas
intensities, at 6-7 tonne of carbon
dioxide per tonne of aluminium

' since 93% of therequirement is met
through hydropower.

Therate of carbon taxonimports
will be calculated on the basis of the
difference between how much car-
bonwas emitted during the produc-
tion of the export product and the

*limits Jaid down under the CBAM.

“The current carbon price per
tonneis $100 in the EU.India has no
energytrading systemin place,sothe
EU will charge $100 tonne,” Ajay Sri-
vastava,aformer commerce ministry
official and founder of Global Trade
Research Initiative said.“The CBAM
tax is estimated to be 20-35% tariff
equivalent.Thisis farhigherthanthe
EU'saverageimport tariff of 2.2%for
manufactured products,”headded.

When the tariffs kick in from
2026, primaryaluminium produc-
ers exporting to Europe will have to
buy EU-ETS certificates for the
emissions.
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India, China account for 80% of Russia’s crude oil éxports in Mayg

BULINESE LINE dt-

80 per cent of Russian crude A 2155 = tomers in Asia. Thishascre-  These will affect energy
Rishi Ranjan Kata oil exports. In turn, Russia India's crude oil imports from Russia ated & two e s for  supply, trade flows and out-
New Delhi made up 45 per cent and 20 (Barrelsperday) o ok sour crude grades, which right prices.
per cent of crude imports in has pressured Asian crude Discounted Russia
India and China, the world’s  India and China, respect- differentials for Middle crude has aided India a d
fossil fuel consumers, ively,” the IEA added. Eastern grades to compete  China in taming inflatio
collectively account for 80 In contrast, Feb- with heavily discounted  Moody’s Analytics on Wed-
per cent of Russia’s total ruary, Russia accounted for Russian supplies,” itadded. ~ nesday said that India s
crude oil imports in May 40 per cent of India’s and 20 By contrast, Euroj doubled its imports of I
this year, the International  per cent of China’s total and US refiners have bid up  cost Russian oil over
Agency (IEA) said  crude oil imports, respect- Atlantic basin sour crude past year, which has helped
3 o ively. Both countries cumu- valuesin order toattractin-  keep  the cost of energy
- Heavily discounted lati than cargoes, the  manageable and helped to -
~slan oil has found 70 per cent of Russin’s crude lpncyr}intodout. tame its high inflation.
in Asia. I oll in that month, as The IEA said that there On the other hand, Chi-
din has purchases Wi Are numerous risks to the na's purchases of Russian
to ¢lose to 2 million barrels In 2022, .ﬁ forecast, inantly to ol have remained rather
ndly nmlyd), while China  crude oll the downside, Geopolitical  constant in volume terms,
ll&:r by at 9.34 In ox- tiuke remain omnipresent,  but the discount on oil from
500,000 b/d to 2.2 mby/d, the nﬂnnwrm an China and the West Russia also helps maint
agency said. 2023, IEA data show, with a China/ Ru: low producer and cor
“In May 2023, India and According to energy In- ¢ Eastern axis in the sumer-price inflation,
China accounted for almost telligence firm, Vortexa, In- process  of  developing, ded.
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Coffee eXports |
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Vishwanath Kulkarni

Bengaluru

India’s coffee shipments in
volumes may see a dip by a
tenth this fiscal amidst slack-
ening demand from reces-
sion-hit Germany, the second-
largest buyer, even as prices
of the beans rule at record
highs. Tracking the global
trend, the domestic prices of
raw coffee have risen by as
high as 40 per cent over the
past six months for the ro-
busta cherry variety, the

widely produced bean in the °

country.
With  Ge slipping

into recession recently, In-

dian exporters are witnessing

4. 15/tf22
changing demand. “Germany
is an important market for Ar-
abicas. Buyers across Europe
are asking for less Arabica and
more Robusta, which is a mat-
ter of concern. Definitely, we
are seeing some slackening in
the market,” said Ramesh Ra-
jah, President, Coffee Export-
ers Association. “The only
coffee offtake we are seeing is
Robusta cherry, for which
there are more inquiries,
while the demand for other
varieties is muted,” he said.

INSTANT COFFEE EXPORTS
“With the slackness in de-
mand, we expect overall
volumes to be less than last
year. We see a dip in volumes
of at least 10 per cent min-

ikely to dec

Strong brew
(Raw coffee prices in¥/50 kg bag)

Junl4  Jan13

2023 2023
Arabica 15,500- 13,600-
Cherry 15,700 13,750
Arabica 7,900-  6,600-
Parchment 8,200 6,850
Robusta 10,450-  8,000-
Cherry 10,800 8,300
Robusta 6,000- 4,125-
Parchment 6,200 4,250
Source: Coffee Board

imum,” Rajah said. India

shipped out 3.98 lakh tonnes
of coffee, including the re-ex-
ports, during the 2022-23
fiscal, valued at $1.123 billion

line 10% this fiscal

(about 9,013 crore). In the
calendar year 2023 'till date
(Jan 1-June 13), coffee ship-
ments are down marginally at
1.97 lakh tonnes over the

same period last year at 2.01
lakh tonnes. Green bean ship-
ments are down 13 per cent at
88,677 tonnes over the 'same
period last year at 1,01,969
lakh tonnes.

However, the instant coffee -
shipments including the re-*
exports are higher by 15 per
cent at 64,043 tonnes (55,634
tonne in the same period last
year)

However, in value terms,
the exports for the period are
up marginally at $583 million
(£561 million in the same
period last year) on account
of higher prices.

The per-unit value of the
shipments this year is higher
at over 32.43 lakh per tonne

(¥2.11 lakh per tonne).
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Ironoree
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Abhishek Law
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g
India’s iron ore exports

slipped on an m-o-m basis by
10 per cent to 3.39 million
tonnes (mt) indicating weak
global steel demand and lower
orders from key buyer mar-
kets. Ordersfrom primebuyer,
China,alsodeclined,

Trade data showed April
ironoreexportswere 3,73 mt,

Iron ore is a key steel-mak-
ing raw material, And China,
buys almost 70 per cent of the
global sea-borne iron ore and
produces 50 per cent of the
world’s steel.

Data maintained by con-
sultancy  firm,  SteelMint,
showed on an MoM basis that
tl1erewasafallinboﬂ1pellets-
down 30 per cent to 0,51 mt;
and lump shipments, down 3
percentto2.88 mt.

However, on the positive
side, there was a 26 per cent

_rise y-o-y. In May 2022, the

CM g

Xports djp: in

WEAK BUYING. Orders
from China also declined

‘.

iron ore shipments out of In-
diawere 2,70 mt,

“Globally, there are not
many buyers at the moment,
apart from in China, And,ona
y-0-y basis, the numbers are
higher because Covid-induced
restrictions there last year led
to lesser exports,” a ‘market
source told businessline,

FALL IN ORDERS

Sources said China was the
only buyer for Indian iron ore
exports for the first two

May

months of the fiscal - April and
May. However, orders from
China continued to be lower
than expected. Construction
activities and corresponding
steel demand there was yet to
pick up. Accordingly, this slow
down impacted orders placed
from India,

As per-a SteelMint report,
price of iron ore hit a six
month-low (in May) and the
monthly average prices of the
key offering (ore with 62 per
cent iron content) fell by 812/
tonnem-o-m,

“Thishadanadverse impact
on global iron ore export of-
fers,”atrader said, ,

In case of pellets, export
realisations reportedly
dropped for May. The drop
made international prices
lower than domestic offers,
The second week of June has
not seen much iron-ore pellet
trade from India; as compared
with week one, when some
55,000 tonnes were exported,
asource said. W/
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Mango exports

SANDIP DAS
New Delhi, June18

&
INDIA'S EXPORTS OF
Alphonos, Kesar and Bangan-
mangoes to the high-value
the United States market has
more than doubled in the cur-
rent season (April-June) com-
pared to the year-ago period,
because of adeclineinairfreight
and a new irradiation facility in
Ahmedabad.

Sources told FE that mango
exports to the US have crossed
2,000 tonne in the current sea-
son, up from 891 tonne in the
2022-23 season.The exports of
Banganpalli and Kesar varieties
have commenced this season to
South highvalue

Korea,another

to

[ Sy

OUTBOUND
SHIPMENTS  ($/million)
201s-19 | NN 60
2019-20 NN 5¢
2020-21 |36
2021-22 |GG w4

2022-23 |GG 48

Source: DGCIS

undertaken. Exporterssaid that

and Kesar varieties
have beensold in the US market
atapremiumof $9/akgand $7/

US double

respectively. Trade sources
said that one of the factors
behind the spike in mango
exports to the US and the UK
thisyearhasbeenthelowcostof
air freight rates, which rose
sharply in the last few years
because of the pandemic, has
'normalised'since then.

"The price gap between an .
Indian mango and those
sourced from South American
countries has reduced and
because Indian mangoes are
sent through air freight, its
aroma and freshness is pre-
served while mangoes from
South America is transported
through road to the USA;
Kaushal Khakhar, ceo, Kay Bee
Exports, one of the leading
mango from Maha-
rashtra, told FE. /i .




