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Key takeaways

India’s merchandise trade deficit narrowed to USD21bn in June from seven month high of USD23.8bn in

May. Petroleum deficit was lower compared to May, while core deficit widened. While base effects were

supportive of higher growth in case of both exports and imports, including the core components,

month-on-month momentum was negative, with steeper decline in imports than in exports that enabled

lower deficit for the month. In terms of year-on-year change, both exports and imports growth eased to

2.5% and 5.0% respectively, from 9.1% and 7.7% respectively. Engineering and electronic goods

contributed the most to exports growth. While petroleum exports were a drag, imports added strongly.

Gold imports fell sharply. However, for the quarter as a whole, merchandise trade deficit widened to

USD64bn from USD56bn in Q1-FY24. In June, services trade balance is expected to have remained stable

from the previous month at USD13bn. Services exports rebounded month-on-month after contracting in

May, while imports growth was stronger compared to the previous month. The narrowing of goods

trade deficit enabled lower deficit in overall trade balance. While volatility in commodity prices and

risks from geopolitical tensions will continue to influence global trade, expectations of steady global

growth in 2024 could act as a tailwind for trade prospects.

Merchandise trade deficit narrowed in June amid a moderation in petroleum deficit; core deficit widened
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Merchandise trade deficit eased in June from seven-month high in May

Imports growth

 Merchandise trade deficit narrowed to USD21.0bn in June from seven month high of USD23.8bn in May amid

month-on-month decline in both exports and imports, with imports falling at a sharper pace. In May, both

exports and imports had increased, in line with the long-term trend. In June, exports fell 7.7% from the previous

month, steeper than the median drop of 0.9% for the month between FY16-24. Imports declined 9.3% month-on-

month, compared to the median growth of 1.9% for June.

 In terms of year-on-year change, both exports and imports growth moderated to 2.5% and 5.0%, respectively

from 9.1% and 7.7%, respectively in May. While month-on-month momentum was negative in case of both exports

and imports, base effects were in favor of higher year-on-year growth, particularly in case of imports.

 Both core exports and imports (non-oil, non-gems and jewellery) had increased strongly month-on-month in May

but fell in June, with core exports falling at a faster pace, so that the core trade deficit widened to USD8.6bn from

USD8.0bn in May. Non-core trade deficit narrowed, aided by lower deficit in petroleum trade, even as deficit in

gems and jewellery widened.

 Both exports and imports of gems and jewellery fell, in year-on-year and month-on-month basis but the monthly

decrease in exports was steeper than the decline in imports, so that the deficit widened compared to May.

 Both exports and imports of oil also dropped month-on-month, with a sharper decrease in imports that led to

narrowing of deficit in petroleum trade. The share of oil in total trade deficit moderated to 45% from 55% in May.

Exports growth
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Ease in exports growth due to decline in oil, gems and jewellery exports

Contribution to exports growth – June 2024

Contribution to exports growth – June 2024 The moderation in merchandise exports growth to 2.5%YY

in June from 9.1% in May was due to month-on-month

decline amid mildly positive base effect. Oil exports posted

double-digit decline, gems and jewellery exports remained

in contraction for the sixth consecutive month, while core

exports growth was firm but slightly lower than in May.

 Of the 30 main categories, there was year-on-year increase

in 19 export groups, lower than 20 in May. Within core

exports, engineering goods, electronic goods, drugs and

pharmaceuticals added the most to growth, while meat and

diary products, other cereals were among major laggards.

 In terms of month-on-month change, the decline in exports

was across broad categories of petroleum, gems and

jewellery, and core exports.

Lower y-o-y exports growth due to negative momentum
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Decrease in gold imports dragged down merchandise imports growth

Contribution to imports growth – June 2024

Contribution to imports growth – June 2024 Merchandise imports growth eased to 5.0%YY in June from

7.7% in May. This moderation was due to the steepest

month-on-month decline in imports in seven months, while

as base effect was supportive of higher growth. Gold

imports fell year-on-year, while core imports increased. Oil

imports posted double-digit year-on-year growth for the

third straight month.

 Of the 30 major groups, imports fell in nine, lower than 14

in May. Within core imports, electronic goods, non-ferrous

metals and machinery added the most to growth. Imports

of coal, coke, and briquettes; fertilizers, precious and semi-

precious stones, and chemical products declined.

 In terms of month-on-month change, imports fell across

broad categories of petroleum, gold, and core imports.

Moderation in y-o-y imports growth due to base effects
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Merchandise trade deficit widened in Q1 vs. same quarter in last fiscal

 Services trade surplus was stable in June from the level

of USD13bn in May. Exports increased month-on-month

after declining in May, while imports rose at a faster pace

than in the previous month.

 In terms of year-on-year change, services exports growth

moderated compared to May due to unfavorable base

effects. The year-on-year growth in imports almost

doubled compared to the previous month due to base

effects and monthly momentum.

 The overall trade deficit (merchandise plus services)

narrowed to USD8bn from USD10.8bn in May due to

lower deficit on the goods account.

 In Q1, merchandise trade deficit widened to USD63.9bn

compared to USD56.2bn in the corresponding quarter of

FY24. This was largely driven by larger deficits in

petroleum, and electronic goods.
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Electronic goods exports on the rise, aided by government schemes

Rising share of electronic goods in total exports

 The ‘State of the economy’ article in the RBI’s latest

monthly bulletin cited a recent article in ‘The Economist’,

that noted the boom in India’s electronics industry,

which is reflected not only in production numbers but

also in exports data. The support from government in

the form of PLI schemes is attracting investment from

domestic and foreign firms.

 The share of electronic goods in India’s total exports has

increased from 2.3% in FY16 to 6.7% in FY24, amounting

to around USD30bn from USD6bn. Smart phone exports

grew over 40% in FY24, with the US as major export

destination. Imports of mobile phones have subsequently

declined over the years.

Smartphone exports from IndiaMobile phone exports from India
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Steady global growth in 2024 to act as a tailwind for trade prospects

Global trade expected to recover in 2024 and 2025

Increase in import facilitating measures in 2023-24
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Global freight charges continue to rise

 Global trade is expected to recover in 2024 after

contracting in 2023, though growth is likely to remain

below the pre-pandemic trend. The shifts in supply

chains amid preference for nearshoring and risks from

geopolitical tensions (volatile commodity prices, high

freight charges, etc.) will continue to impact global trade.

 In its latest outlook update, the IMF kept global growth

forecast unchanged for 2024 at 3.2% compared to its

update in April (growth in 2023 was at 3.3%). Steady

global growth could act as a tailwind for trade prospects.

 A recent note by the UN noted the increase in the

number of trade restrictions globally in recent years.

However, in its latest trade monitoring update, the WTO

observed an increase in import facilitating measures

between Oct-2023 to May-2024, which should support

global trade prospects in 2024.
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