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India’s Trade Deficit Widens to $21.54 Bn in Mar’25

v Merchandise trade deficit widens to $21.54 bn in Mar’25 from a three-year low of $14.05 billion in
February due to Imports increasing from $50.96 bn in Feb’25 to $ 63.51bn in March 2025.
v On a yearly basis, imports rose by 10.88% in Mar’25, while exports rose by 0.70%.

> Inimports:

v Gold imports were $4.46 bn in Mar’25 compared to $2.33 bn in the previous month and on a
yearly basis the growth was 192.1% in March and 27.4% for the whole of FY25. The rising import
bill is attributable to gold price increasing by 37.7% in FY25 despite imports being lower by 5%
in terms of tonnage.

v Oil imports increased by 72% on a monthly basis and for the entire FY25 import bill went up by
5.7% despite Brent crude price averaging below $70 per barrel in the latter half of the fiscal.
This is due to higher import volumes which surged by 19.4% as per latest data available for the
first 10 months. Lower discounts on Russian crude also contributed to higher oil imports.

v Non-petroleum non gems and jewellery imports were $37.7 bn in Mar’25 compared to $35.6
bn in Mar’24 and for the entire FY25 non petroleum non gold imports were $453,6 bn against
$424.6bn in FY24 which is a growth of 6.8%:

> In Exports:

v 0il exports contracted by 9.09% monthly in Mar’25 and 9.49% over Mar’24. For the whole of
FY25 oil exports declined by 27.4% which is attributable to fall in demand due to lower growth
in major economies and fall in prices.

v Non-oil exports increased by 19.7% in Mar’25 over the previous month and for FY25 as a whole,
exports of non-oil products increased by 7%

Trade deficit widened to $282.83.06 Bn in FY25 compared to $241.14 Bn in FY24. India’s foreign trade has
been hit by weak demand in major markets, geopolitical tensions, volatile commaodity prices, and reciprocal
tariff actions threatened by the US across the globe.

The decline in exports has happened despite Rupee weakening in fiscal 2025 and shows the impact of
subdued global demand on our exports. It also signifies lack of traction in our manufacturing
competitiveness. The Production Linked Incentive schemes have not been able to bring about the desired
momentum to manufacturing that continues to languish at 15-17% of GDP over the past decade.

Including goods and services, total trade deficit is expected to widen to $94.3 bn in FY25 compared to
$74.3bn in FY24.

Services exports are expected to have grown by 5.6% to $820.9 bn in FY25 over the previous fiscal.
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Growing trade deficit with China a major concern

v During April-March 2025 India’s trade deficit with China widened to $99.2bn which is an all-time high.
Imports from China increased 11.5% to $13.5 bn led by demand for electronic goods, EV batteries, solar
cells and industrial inputs, which are major sectors where our dependency on China is high.

v Exports to China declined by 14.5% recording just 14.2 bn which is even below FY2014 levels despite
Rupee weakening by 37.7% from 62.12 to 85.5 to the Dollar during this period, much more than Yuan
depreciation of 17.4%.

v' As US has imposed 245% reciprocal tariffs on China there is a high possibility of China increasing the
prices of their exports to India to compensate lost market share in the US which will further widen India-
China trade deficit. Possibility of China dumping their products in India also looms large suppressing
profitability of domestic corporates.

v The PLI schemes envisaged to promote exports could have actually contributed to rising imports of
inputs and raw materials for manufacturing finished products.

Figurel: Heavy-weight export items recorded contraction
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Figure 2: Gold Import recorded strong growth in Mar’25
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> Implications

v The only way to bridge trade deficit IS through export competitiveness which is possible through skilling
of labor especially in handling tools and machinery. China has sustained its manufacturing prowess not
just through low-cost labor but also due to the availability of skilled manufacturing workforce.

v Rupee depreciation as an export boosting strategy has very limited impact and could actually end up
widening trade deficit further by increasing the import bill.

v Though we boast of a services trade surplus this needs to be sustained through path braking innovations
in hardware and software rather than incremental improvements.

v The trend of declining exports could continue if global growth slow down persists and the tariff war
gets protracted.

v Due to lower growth in key destinations cutting down of discretionary spends may lead to squeeze in
margins of IT majors who derive 80% revenues from advanced economies like US and Europe.

v Declining exports leads to slower accretion to forex reserves which lowers import cover of our forex.

Table 1:
Trends in Indian Exports - Top 20 Commodities (Value in USD Bn)
, y-0-y% growth in
Commodity  |Share (%)| Mar-24 |Apr-24| May-24 |Jun-24| Jul-24 | Aug-24 | Sep-24 | Oct-24 |Nov-24|Dec-24|Jan-25|Feb-25 | Mar-25 Har-2005

Engineering Goods 25.79% 1128 867 999 939 904 944 982 1126 890] 1084 942] 908 108 -4.0%
Oil 11.68% 539 662 678 55 523 59| 474 459 372 49 356 581 490 -9.1%
Electronic Goods 10.87% 35| 265 297 28 281 2331 207 3431 347 358 Al 379 456 29.6%
Drugs & Pharma 8.77% 280 243 2300 241 231 235 251 262 216 249 259 241 388 3L4%
Gems & Jewellery 6.90% 26 226 27| 22 184 2000 28 3| 201 213 300 253 290 10.6%
Org & Inorg Chemicals 6.84% 380 250 231 29 227 2310 236 272 199 245 23  an| 287 -24.6%
Ready Made Garments 3.65% 147 120 13 129 128 17 1 1) 112 L4616l 153 153 4.0%
Rice 281% 1100 09 1000 08 083 079 069 L05| 114 143 13 119 118 7.6%
Cotton Yarn/Fab 2.66% 1090 09 1010 0% 097 100 105 105 087 105 104 098 112 2.2%
Plastic & Linoleum 1.92% 079 067 o7 o7 07 o7 07 08] 07 07 07 068 081 1.6%
Marine Products 1.61% 053 049 058 056 057 055 063 08) 076| 072 054 051 068 28.6%
Spices 1.24% 058 041 03 03 034 034 033 038 03 037 034 043 052 -9.6%
Coal, Mica 1.23% 048 034 039 042 03 037 037 044 034 049 047 050, 052 1.3%
Meat, dairy & poultry 1.15% 042 03 038 031 046 043 043 045 045 051 0521 045 048 16.6%
Fruits & Vegetables 1.13% 043 029 030 025 028 028 028 032 029 03 030 041 048 10.8%
Man-made Yarn/Fabs 1.04% 044 037 041 038 041 042 042 044 035 042 0431 040 044 -0.8%
Ceramic products 0.85% 0371 034 03 03 03 03] 032 03 030 037 033 030 03 -4.6%
Leather & pdts 0.85% 034 030 03 039 041 041 036 0371 033 037 038 03] 03 3.5%
Cereal preparations 0.67% 027] 05 02 025 025 027 026 028 022 02 02 026 02 3.4%
Coffee 0.63% 019 014 019 02 010 015 016 0121 010 010 0121 018 026 39.2%
Grand Total Exports 92.30% 4168 3530 3959 3516 3381 3448 3431 39.00] 3204 3801 3643 3691 4197 0.7%
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Table 2:
Trends in Indian Imports - Top 20 Commodity (Value in USD Bn)
yoy%
Commodity Share (%) | Mar-24 | Apr-24 May-24|Jun-24 | Jul-24 |Aug-24Sep-24 | Oct-24 |Nov-24|Dec-24|Jan-25 |Feb-25| Mar-25 | growth in
Mar-25

oil 29.93% 17.23| 16.46| 19.95[ 15.05| 13.87| 11.02| 1254 1830[ 16.11] 1527 13.43| 11.89] 19.01 10.3%
Electronic goods 14.84% 755 7.05 7.5 7.70f 866 892 847 835 7.62| 834 936 757 9.43 24.9%
Elec & non-elect Machinery 1.33% 416 379 415 409 447 497 453] 4.63| 449 470 473 432 4.65 12.0%
Gold 7.05% 153|295 292 248 257 8.64| 3301 468 984 470 269 234 4480 192.0%
Transport equipment 4.02% 275 224/ 3.09] 2000 1.89] 259 229 225 260 279 268 261 2.55 -1.2%
Org & Inorg Chemicals 3.56%] 23 221 255 248 251 262|243 239 230 232 254 204 2.26 6.0%
Coal, Coke, Briquettes 3.54% 323 310 3301 294 299 279 230[ 235 238 195 269 2.06 2250 =30.3%
Pearls, precious stones 337%| 249 1e6| 191 181 133 131 161 138 096 127 123 128 214 -13.8%
Non-ferrous metals 3.32%] 186 178 207 231 223 237 2121 233 212 175 19 179 211 13.2%
Artificial resins, plastic 2.96%| 1.76 170 189 191 202 221} 187 205 193 179 172] 157 1.88 7.0%
Iron & Steel 2.80%] 163 157 170 180 193] 226 200 215 178 187 220 157 178 9.3%
Chemical & Pdts 1.98% 087 091 095 096 098 103 093 105 099 1131 135 125 1.26 44.9%
Vegetable Oil 1.94% 1.07 134 145 142 1871 157 113 153 188 132 138 120 1.23 15.6%
Professional instrument 129% 075 063 064 067 074 069 066 074 074 077 068 063 082 8.9%
Metalliferous ores 1.25% 0.76 058 097 087 084 108 084 106 086 114 125 0.83 0.79 4.2%
Medicinal & Pharma 1.17% 0.68 068 076/ 071 074 075 0.65 079 079 083 079 0.70 0.74 9.0%
Fertilisers 0.97% 052 060 094 075 068 054/ 078 132 135 121 084 0.60 0.62 19.2%
Wood & Pdts 0.83% 0.53| 046 054/ 055 057 065 061 066 061 062 066 0.52 0.53 0.2%
Machine tools 0.77% 041 040 045 045 047) 049 047 047 045 054 054 043 0.49 19.0%
Pulses 0.69% 057 041 0370 037/ 029 032 043 060 049 051 076/ 049 0.44( -23.4%
Total Imports 93.60% 57.28) 5450, 61.65| 5599 56.84| 6257 54.00f 63.13| 63.86] 59.95 59.42[ 50.96| 63.51 10.9%
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Disclaimer

Views/opinions expressed in this research publication are views of the research team and not necessarily that of Canara Bank or its subsidiaries.
The publication is based on information & data from different sources. The Bank or the research team assumes no liability if any person or entity
relies on views, opinion or facts and figures finding in this report.
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