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India Merchandise Trade Update : April 2023

India merchandise trade deficit the smallest since Aug’21: Lower import prices mask recovery in
capex and industrial imports

e Merchandise trade deficit was down by USD 4.5 bn to 15.2 bn which was in line with the sharp drop in
imports of precious items.
* Imports down by USD 8.2 bn on a MoM basis with core imports returning to subdued levels. Core exports
normalise with seasonal trends.

e Exports down by 12.7% on a YoY basis and USD 3.7 bn on a MoM basis which was largely a normalisation
in core exports from seasonal March bump.

» Core exports down 9.2% YoY, with lower chemicals, engineering goods, and industrial commodities (lower oils,
metals, and materials prices), textiles (soft global demand). Pickup in rice exports offsets slowdown in meat and
fish. A MoM drop of USD 4.4 bn returns core exports to Feb levels.

» Exports of petroleum products were down 21.6% YoY with lower global product prices, but up USD 1 bn MoM.

e Imports were down 14.1% on a YoY basis, with adrop in imports of precious items adding to the impact of
lower commodity prices.

» Core imports (ex petroleum and precious items) down by 12.5% YoY which is in line with coal, vegetable oils,
fertilisers and chemicals (lower prices), but also electronics (surplus inventories, discounts). Imports of machinery
and iron & steel agree with improving manufacturing PMI that cited restocking.

» Imports of gold, silver and stones are down USD 3.2 bn to the second weakest since May’21 with anecdotes of
weak demand for gold and diamonds.

» Imports of crude oil and products down 24.8% in line with the fall in prices of 21.3% with limited apparent impact
of cheaper Russian crude oil.

Services surplus at USD 13.9 bn remains at high levels with good exports of business services, combined
deficit the lowest since Jun’21 where travel outflows were very restricted.

Current run-rate indicates an overall current account surplus for FY24 as awhole but this is inconsistent unless
consumption or investments collapse despite strong services inflows boosting income. Cautiously holding
onto our projection of a 2% of GDP CAD for now.

April’s run rate points to a current account surplus, but being at odds with
moderate growth and stable INR, we cautiously keep our 2% projection for CAD
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