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le gap widens !
to record $25.6 bn

June imports surge to $63.58 bn, led by crude oil

ASIT RANJAN MISHRA e
New Delhi, & July

Trade gap

[

P |

‘ndia’s merchandise trade deficit
surged to a new high of $25.6 billion
in June amid slowing demand for
Indian exports and rising imports of
gold, coal and crude oil. Exports grew
16.8 per cent year-on-year to $38 billion in
June while imports jumped 51 per cent
to $63.6 billion, according to the prelimi-

- e i ek} e L%

nary data released by the commerce mini- 5 e T 2
strs; ocrlxi Mondg?l. P i -
ndia’s tradition ependence on
crude oil led to its imports soaring 94.2 TRADE pERFORMA“CE ($bn)
per cent in June to $20.7 billion. <= Exports === |mports 70

Continuing fetish of Indians for gold amid !
a downward spiral of the equity market
meant gold imports rose 169 per cent to
$2.6 billion during the month. Amid a slow
increase in domestic coal production, the -
government’s directive 10 power §
generation companies to blend domesti-
cally produced coal with 10 per cent
imported coal led to a 248 per cent jump

in coal imports to $6.4 billion. 90,03 1 1 3 AA0R :
Aditi Nayar, chief economist at ICRA  Apf 2021 Jun 2022

Ltd, said the widening merchandise trade Source: Commerce ministry

deficit was worrying with a sequential dip Ry Dy - A -

in exports and a rise in the non-gold
imports relative to May. “With a steady

. uptick in the size of the merchandise
~ trade deficit over the course of the
. quarter, we expect the current account
_ deficit (CAD) to more than double to $30
billion in Q1 FY23 from the modest $13
billion in the previous quarter. However,
robust services surpluses will partly
absorb the shock. We expect the CAD to
print in the range of $100-105 billion in
FY23,” she said.
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{ Business Standard dt. 8.7.22

Govt slaps curbs on export of

wheat flour, related products

SANJEEB MUKHERJEE
New Delhi, 7July

The government has restricted the
a(portofwheatﬂomandotherrelated
products, such as maida, rava (samo-
lina), wholemeal atta and
resultant atta. All exporters
will need to seek prior per-
mission from an inter-
ministerial committee
on export of wheat .
before undertaking
any outbound shipment. ]
The Centre had banned the
export of wheat in May.

According to a Directorate General
of Foreign Trade notification issued on
July 6, the curbs will come into force
from July 12. Until July 12, those ship-
ments will be allowed where loading
_ on the ship had started before July 6
orthe consignments were handed over
to the customs department before the
notification was issued.

However, unlike wheat, there has
been no outright ban on the export of
wheat flour and related products.

The curbs have been imposed
despite some stabilisation in wheat
flour prices since May 13, when wheat

“Some trade sources said exports
were being curbed to ensure that fly-
by-night operators and those in the
market to make fast money did not
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wheat flour to bypass the ban on
wheat export. “Wheat flour export will
now be under control. Earlier the flour
export was at a peak. However, atta
(wheat flour) prices have already soft-
ened, even before the ban, and now
they might go down further. Butit will
be for ashort time because the coming
festival season and stopping of open
market sale of wheat by the central
government will keep prices sup-
ported. The fundamentals of demand
and supply still support wheat and

atta prices,” Rahul Chauhan, com-
‘modity analyst at iGrain India told

Business Standard. X

" Meanwhile, exporters of wheat pro-
ducts in small consumer packs of 5and

10 kilograms have approached the

commerce ministry to allow them to

export without any curbs.

“Since, this segment of exporters
have built this business in a close net-
work with overseas buyers, if there is
amy restriction in export of such com-
modities, it will be a big disaster,” some
of the small exporters said. They said
around 75,000 tonne of wheat flour and
related products are annually exported
in small pack sizes. Vi

According to the food ministry,

‘India exported 95,167 tonnes of wheat

flour (atta) in April 2022, which stood
at around 26,000 tonnes in April 2021,
a jump of almost 267 per cent.

In FY22, India exported a record of
over 7 million tonnes of wheat, worth
around $2.12 billion, which in value
terms was 274 per cent more than the
same period last year.
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)OUTBOUND SHIPMENTS HAD HIT A RECORD $422 BN IN FY22

Export fgrowth to falterin
FY23 on external troubles

African nations’
move to limit
imports to conserve
forex a fresh risk

BANIKINKAR PATTANAYAK
New Delhi, July 6

FEARS OF ECONOMIC reces-
sionin key markets suchas the
US and the EU, persistent sup-
ply-chain woes and a recent
drop in fresh orders have
threatened to derail India’s
dream runin the export sector,
one of the bright spots in the
economy in the aftermath of
the Covid pandemic,according
to exporters and senior indus-
try executives.

Importantly, some coun-
tries in Africa have started to
cutdown onimports of discre-
tionary imports to conserve
their forex reserves at a time
when the US interest rate hike
has spurred a capital flight
from developing economies,
they added. On top of these,
crisis-ridden Nepal and Sri
Lanka have restricted imports
toabare minimum.These, too,
could potentially putaleash on
India’s export momentum,
said the exporters.

The USand the EU together
accounted for 33% (or $141
billion) of India’s exports in
FY22. Similarly, exports to
Nepal and Sri Lankawere to the
tune of $15.4 billion last fiscal
and shipments to Egypt and
Ethiopia stood at $4.4 billion.

Exporters that FE spoke to
said outbound shipments will

f

Prospects turn grim
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still rise, although the pace of
growthwill likely decelerate to
10-15%in FY23 from 45%in
the previous year (albeit on a
contracted base), unless the
Ukraine war de-escalates
swiftly. Exports had hit a
record $422 billioninFY22, far
exceeding the earlier peak of
$330 billion, on the back of an
industrial resurgence in
advanced economies, which is
now faltering.

Curbs or outright ban on a
number of items, including
steel,iron ore, petroleum prod-
ucts and wheat, will also
impinge on export prospects.

Sectors ranging from tex-
tiles, gems & jewellery and
transport equipment to plas-
tics to rubber products are fac-
ing a slowdown in export
orders, said the exporters.

Ajay Sahai, director general
and chief executive of apex
exporters’ body FIEO, said:
“With majoreconomies facing
recession, demand will take a
hit and it’s bound to impact
new orders.In some segments,
such as steel and cotton yarn,
demand has already come
down. Unless the geo-political
situation improves drastically,
we may not see majorimprove-

ment in export growth espe-
cially on a high base.”

Importantly,growthin core
exports (excluding petroleum
and gems and jewellery)
slowed down to 4% in June
from 8.6% in May and 19.9%
in April.

Meanwhile, the surge in
imports, witnessed since the
second quarter of FY22, is
expected to  continue
unabated, as a global price rise
in commodities ranging from
crude oil to coal and fertiliser,
has substantially inflated the
import bill, likely causing trade
deficit to soar past last year’s
record $191 billion in FY23.
Already, trade deficit in the
first quarterof FY23 touched a
fresh peak of $70.3 billion.

The World Trade Organiza-
tion in April slashed its mer-
chandise trade volume growth
forecast for 2022 to 3% from
its previous prediction of 4.7%.
It also expects only 3.4%
growth in 2023. There are

. apprehensions that that global

trade body may further trimits
forecasts. This will impact
India’s export prospectsaswell.

Raja Shanmugham, presi-
dent of the Tirupur Exporters
Association that represents
the country’s largest garment
cluster, said the flow of orders
from the US and the EU has
already started waning. “For
the buyers in the US, the fear
is mostly around high infla-
tion.In the EU,apart from the
recession, the fears of low gas
supply, among others (a fall-
out of the Ukraine war), are
contributing to the fall
in orders.”
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