® PLI SCHEME HELPS = Fincnaiat BPoes &ic By 1. 99

Electronics exports zoom

52% despite external turmoil

At $16 bn, exports till Dec
cross entire FY22 level,
deficit to ease in FY23

BANIKINKAR PATTANAYAK
New Delhi, Janvary 30

ELECTRONICS DESPATCHES
JUMPED 52.4% on year until
December this fiscal to a record
$16 billion, defying a contraction
in many export segments in recent
months,supported by the produc-
tion-linked incentive (PLI) scheme
for smart phones.

Official sources expect such
exports to continue to perform
well in the coming months and
cross $20 billion for the first time
inFY23..

Elevated exports will some-
what drag down electronics trade
deficit this fiscal from a record
$56.2 billion in FY22, the first
annual reduction since FY20,
although the deficit will still
remain high, said the sources. Cur-
rent account deficitin FY23 is pro-
jected to jump to 3-3.5% of GDP,
against 1.2% a year before.

Growth in electronic exports
remained way above that of
10.3% in the overall merchandise
supplies until December this fis-
cal. In fact, electronics exports in
the first nine months of FY23 have
exceeded the level ($15 billion)
witnessed in the entire FY22.
Meanwhile, electronics imports
rose 12.6% to $55.5 billion until
December this fiscal.

Electronics have remained the
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inflated the import bill. While elec-
tronics exports surged 41% last
fiscal from ayearbefore to $15 bil-
lion, imports jumped 35.4% to
$71.2 billion.

Exports of electronics were dri-
ven by a 73.9% jump in the tele-
com instrument segment, which
includes mobile phones, to $8.8

 billion, or over a half of the coun-

try’s overall electronics despatches

contributed nearly 50% of the
£60,000-crore exports thus far.

The main contributors to this
massive growth are the three Apple
contract manufacturers — Fox-
conn, Pegatron (both located in
Tamil Nadu) and Wistron (located
in Karnataka) — and Samsung.The
key export markets for smart
phones are the UAE, Russia, the UK
and The Netherlands.

Between April and December,
exports of consumer electronics
climbed 56.3% to $0.9 billion,
while those of electronics instru-
ments and electronics compo-
nents rose 26.7% and 33.1%,
respectively, to $3.1 billion and
$2.9 billion.

Computer hardware and -
peripherals exports rose 31.9% to
$375 million.

Imports of electronics were
driven bya 9.6%rise in electronic
components to $18.3 billion until
December this fiscal, while pur-
chases of consumer electronics
climbed 40.2% to $5.7 billion.

Imports of electronics instru-
ments and telecom instruments
rose 21.1% and 12.7%,
respectively, to $8 billion and
$12.1 billion.
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Biden moves to halt US

exports to Huawel

China foreign ministry
‘opposes move, says

against trade rules

" KAREN FREIFELD, ALEXANDRA

ALPER & STEPHEN NELLIS

Janvary 31

THE BIDEN ADMINISTRATION has
stoPpMmmforUS
companies to export most items to
China’s Huawei, > to three
people familiat with the matter.
‘ha _ﬁnd US export
- 4,_,,’) SG‘

years,but ofﬁcials inthe US Depart-'
ment of Commerce have granted
" licences for some American firmsto
- sell certain goods and tecinologies
to the company.
, Qualcomm in 2020 received
permission to sell 4G smartphone

chips to Huawei. _
A Co Department
spokesperson said officials “contin-
uallyassess ourpoﬁoesandregula
tions”but do not comment on talks

with specific companies.
Huawei and Qualcomm’

declined to comment.

Bloomberg and the Financial
Times earlier reported the move. -

Chinese foreign ministry
spokesperson Mao Ning said that
China opposes the United States
abusing an overly broad notion of
national security to suppress Chi-
nese firms unreasonably.

* EARLIER ACTION

‘M American officials

‘placed Huawei on a trade

: 'm %*q% '5\ =
restnctmg most US

suppllers from shipping
- goods and technology

%
[ ] But US officials granted
licences for the export of
some products. Suppliers
to it got licences worth*

 $61 billion from April

through November 2021

The move “goes against the
principles of the market economy
and rules of international trade
and finance, hurts the confidence
the international community has
in the US business environment
and is blatant technological hege-
mony,” Mao said during a press
conference in Beijing on Tuesday.

One person familiarwith the mat-
tersaid US officialsare creatinganew

still granty

formal policy of denial for shipping
items to Huawei that would include
items below the 5G level, including
4Gitems,Wifi 6and 7,artificial intel-

‘ligence,and high-performance com-

putingand cloud items.

Another person said the move
was expected to reflect the Biden
administration's tightening of pol-
icy on Huawei over the past year.
Licences for 4G chips that could not
be used for 5G, which might have
been approved earlier, were being
denied, the person said.

Toward the end of the Trump
admmistration and early in the
Biden tion, officials had
licences for items spe-
cific to 4G applications.

American officials placed
Huawei on a trade blacklist in
2019 restricting most US suppli-
ers from shipping goods and tech-
nology to the company unless they
were granted licences. Officials

“continued to.tighten the controls

to cut off Huawei's ability to buy or
design the semiconductor chips
that power most of its products.

But US officials granted licences
that allowed Huawei to receive
some products. For example, sup-
pliers to Huawei got licences worth
$61 billion to sell to the telecoms
equipment giant from April
through November 2021.

In December, Huawei said its
overall revenue was about $91.53
billion,down onlyslightly from 2021
when US sanctions caused its sales to
fallby nearlyathird. — REUTERS
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Importduty changeto
make cars, EVs costlier

‘_..' ’?f ; I:. ,;-',.'i;‘;d-.;-.." » R r’"{\ *
S Ronendra Singh o

New Delhi
y 4 s » T/

c vehicles (EVs) and im-

in semi-knocked down (SKD)

ion 12 of the Customs Act,
1962.
Similarly; ' for Mt
built units (CBU), other than
withcost, insuranceand freight
gillt;‘) more than $40,000 or
hengine capacity more than
3000cc for petrol-run vehicle
and more than 2500cc for
~diesel-run vehicles, or with
both, the duty has been in-
creased to 70 per cent (+Nil
SWS) from 60 per cent (+6
SWS)earlier.f
Similarly, for electrically op-
erated vehicle in CBIC?J}};rm,
than $40,000, the dutyhasbeen
increased to 70 (+Nil SWS) per
cent from 60 per cent (+6

-
‘ |

4
§

NO MAJOR IMPACT. Since Mercedes-Benz India locally

manufactures most of its models, this will not affect 95% of its
models, said its MD Santosh lyer reurers

SWS). “The change in basic

custom duties is goi t:f im-
pact the prici some of our
selectmrslil?:tgheS-ClassMay-
bach and select CBUs like GLB
and EQB, making them dearer.
However as we locally manu-
facture most of our models,
thiswill notaffect 95 per cent of
our portfolio,” Santosh Iyer,
Managing Director and CEO,
Mercedes-Benz India, said.

INVERTED DUTY

The higher import duty is ex-

pected to make imported EVs
more expensivefor consumers,

thereby increasing demand for

neratAKMGlobal.
“However, the GST rate in
IndiaonEVsiscurrentlysetats

ium-ion batteries, which is an
essential component of EVs, is
18 per cent. This results inan




—
Jahanwi Singh
Neha Raman ~

n 2022, trade continued to be at

the vanguard of economic

resilience, both globallyand in

India. According to the Unctad,

despite the multitude of global
headwinds during the year, global trade
in goods is expected to reach record
levels of $25 trillion in 2022, registering
an increase of 10 per cent as compared
2021.

Along the same lines, the momentum
in India’s merchandise exports also
continued in 2022, recording a
double-digit y-o-y growth of 13.7 per
cent to reach an estimated $449.7 billion
during the year.

THE NEGATIVES

Quarterly analysis of the data indicates
that the y-o-y growth in global trade has
moderated in each of the quarters in
2022. However, per Unctad, the global
trade volumes have continued to
increase during the year, indicative of
resilient global demand.

As against the global trend, India’s
merchandise exports have witnessed
sharper moderation in the recent period.
After two quarters of strong growth in
2022, India’s merchandise exports in
dollar terms recorded marked
deceleration in the third quarter,
followed by a decline in the fourth
quarter of the year, In rupee terms,
growth in India’s merchandise exports
was stronger than in dollar terms and
remained positive in fourth quarter; but
this was on account of the consistent
depreciation during the year.

The slowdown in the latter half of
2022 can be partlyattributed to the
decline in commodity prices, both fuel
and non-fuel. The impact of declining
commodity prices is evident from the
fact that nearly half of India’s exportsin
value terms recorded a growth during
Q3-2022, but a remarkable two-third of
India’s exports witnessed positive
volume growth during the same period.

Most commodity prices have eased
since June 2022, owing to the
decelerating global growth.
International prices of metals including
steel, copper, aluminium, zinc, lead and
tin also dropped steadily in the second
half of 2022, though they continue to
remain above the pre-Covid levels.

Likewise, agricultural prices have also
dipped with the FAO Food Prices Index
witnessing nine consecutive months of
decline in 2022. Prices of petroleum
products have also eased in the second

" Given the volatility in
global commodity
prices, India must move
towards exporting more
value-added and
high-technology goods
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TRADE THIUIT. fD'espite'"‘ slowing in H2, exports have
become more broad-based and tapped new markets

iy

MOHAMMED YOUSUF

half of 2022 due to falling crude oil
prices. As a large share of India’s
merchandise exports are from the
resource-intensive sectors, the declining
commodity prices had a dampening
effect on India’s exports.

The slowdown can also be attributed
to the subpar performance in some
traditional sectors and markets. In
several traditional areas of competence
such as drug formulations, gems and
jewellery and engineering goods, growth
in exports remained rather modest..

Further, India’s exports to some of its
top partner countries like the US, the
UK and China recorded a relatively tepid
growth when compared to the growthin
the overall imports by these countries.

THE POSITIVES

The growth in India’s merchandise
exports has been broad-based as more
than 90 per cent of India’s merchandise
exports basket in value terms witnessed
ay-o-y rise in exportsin 2022. In the
non-petroleum ent, several
products such as electronics,
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agricultural products, processed foods,
leather and leather manufactures, select
chemicals, and readymade garments,
among others, have posted robust
double-digit growth during the year.

Electronic goods, in particular,
registered a remarkable y-o-y export
growth of 45.3 per cent, fuelled by the
enabling environment engendered by
government initiatives such as the
Phased Manufacturing Programme and
the Production Linked Incentive
scheme. Exports of electronic goods in
2022 were nearly 3.5 times their levels in
2017,

India has also been able to expand its
footprint in non-traditional markets like
the regions of Latin Americaand
Caribbean, and Africa, recording
impressive double-digit growth rates
during Q1-Q3 2022, which were
substantially higher when compared to
the growth in import demand by these
regions during the same period.

Trends also indicate that India has
been able to capitalise on China+1
strategy in some regions, particularly

businessline.
WEDNESDAY - FEBRUARY 1 - 2023
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the EU. India’s merchandise exports to
the EU registered remarkable y-o-y
growth rate of 31.3 per cent, much
igher than the overall inthe
EU’s imports during Q1-Q3 2022 at 19.6
per cent. Alongside, the EU’s imports
from China declined by (-) 26.3 per cent,
indicative of the growing diversification
of import sources for the EU, away from
China, and towards India. :

Forging new partnerships for
enhancing trade resilience has also been
a key theme for India in 2022.
Substantial opportunities have opened
up for Indian companies with the
India-UAE CEPA and the India-Australia
ECTA. It is noteworthy that during
May-November 2022, India’s exports to
UAE recorded agrowth of 14.6 per cent,
greater than the growth in India’s
overall merchandise exports during this
period.

The salience of trade agreements is
likely to continue for India’s trade
during 2023 aswell, with concerted
efforts underway for negotiation of
FTAs with partners like the Gulf
Cooperation Council, the UK, the EU,
and Canada, among others.

THE WAY AHEAD
Going forward, maintaining resilience in
exports despite weakening global
demand sentiments and easing
commodity prices would hinge on
reorienting India’s exports basket
towards higher value added and high
technology sectors, which are less prone
to cyclical downturns.

The government’s Foreign Trade
Policy needs to focus on these sectors,
and complement other key initiatives
like the PLI scheme, to infuge a new
vitality to India’s export growth story.
The writers are economists with India Exim Bank. Views
expressed are personal




