/ MANGAL ANALYTICS AND"
RESEARCH CONSULTING

Deli

eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee

MARC Insights
Understanding USA Tariffs
and their Impact on India

May 2025




Table of Contents

04

Introduction to USA Tariffs — Page (3-5)
Introduction, Reciprocal tariff and Tariff benefits for the US.

India-USA Trade Overview - Page (6-8)
Economic Landscape of India-USA Trade & USA Major Imports and Exports

Impact of USA Tariffs on Indian Economy - Page (9-11)
Impact on various sectors

Opportunities, Global Tariff Trends & Key takeaways — Page (12-16)
Tariffs on Other Countries ,Opportunities for India, & Tariff-Driven Tailwinds for

Indian Industries

www.marcglocal.com

MARC



Introduction




Introduction of Trade Tariffs

|'Trump declared April 2, 2025, as “Liberation Day” for the USA and unveiled a comprehensive tariff plan aimed at multiple countries."

Why Reciprocal Tariffs by USA?

Tariff and Reciprocal Tariff
« Tariffs are taxes on imports that make foreign goods Fair Trade Belief
COStl'e.r' encouraging people tc? buy chal ar?d boosting The USA introduced reciprocal tariffs to counter what it
home industries, while also funding public services. considered unfair trade practices by other countries. By
matching the tariffs imposed on American goods, the USA

* When one country raises tariffs and the other retaliates aimed to create fairer trade conditions.
with its own, it's called a reciprocal tariff—a trade "tit-for-

tat."
w " Protecting USA Industries
India’s goods export to US over the years (In USD Billion) ° The primary goal was to shield USA industries from being
I overwhelmed by cheaper foreign products. This would help
29.4 mmeE encourage local production and support American businesses.

715 °0-2 5.8
49.3
Negotiation Tool
Tariffs were also used strategically as a way to pressure other
countries into renegotiating trade deals and addressing trade
I w imbalances, making the USA more competitive on the global

stage.
2020 2021 2022 2023 2024

Source- Tradingeco ,Etimes, BBC.com, CBS NEWS, Business Standard
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https://tradingeconomics.com/india/exports/united-states
https://economictimes.indiatimes.com/definition/reciprocal-tariff?from=mdr
https://www.bbc.com/news/articles/cn93e12rypgo
https://www.cbsnews.com/news/reciprocal-tariffs-trump-countries-2025/
https://www.business-standard.com/markets/news/what-is-the-us-trying-to-achieve-through-reciprocal-tariffs-explained-125040800427_1.html

Why is the Tariff beneficial to the US?

Tariffs Fill the Treasury

The USA government collected USD 15.9 billion in customs
and excise taxes as of April 24, 2025, up from USD 9.6 billion
in March, indicating that tariffs are generating substantial
revenue.

Made in America

Companies like Whirlpool have reported advantages due to

tariffs, citing reduced foreign competition and a more level

playing field for USA manufacturers.

Fuelling the Future

Some studies suggest that tariffs can stimulate domestic
production and manufacturing, potentially leading to
economic growth and job creation.

Tariffs and USA Industrial Reshoring

Tariffs have led to significant reshoring in industries like
manufacturing and steel production, strengthening the
USA economy.

Potential for Tax Refunds from Tariff Revenue

Tariff revenue from a 10% global tariff could generate USD
263 billion in new revenue, which could be used to provide
substantial tax refunds to lower- and middle-income
households.
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India — US Trade Overview




Economic Landscape of India USA Trade (1/2)
-

India’s total exports in FY24 stood at approximately USD 778.2 billion, comprising USD 437.10 billion in merchandise exports and USD 341.11 billion
in services exports. The USA emerged as the top export destination, accounting for 18% of the total, equivalent to 2.2% of India’s GDP Il

Total Goods Trade between USA and India (In USD Billion) Largest Trading Partners of USA (In USD Billion)

840
762
583 i :
® |mports from India i i
= Exports to India : E
236 228 44 i :
I I I 159 150 148 | 129

Mexico Canada China Germany Japan S.Korea Taiwan Vietnam UK L_lrlc_ii_a__
* In FY24, total goods trade between the USA and India « The USA is one of India’s top trading partners, with bilateral
reached approximately USD 129 billion, with a trade goods trade valued at approximately USD 129 billion in
deficit of USD 45 billion as imports exceeded exports. FY24. However, for the USA, India ranks only 10th among its

trading partners.
« The trade deficit increased by approximately USD 2.4
billion (5.4%) compared to FY23. * Mexico, Canada, and China are the top USA trading partners,

Source- USTR. indbiz.dov together accounting for over USD 2 trillion in total trade.
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https://ustr.gov/countries-regions/south-central-asia/india
https://indbiz.gov.in/indian-exports-reach-a-reacord-us-776-68-bn-in-fy24/

Economic Landscape of India USA Trade (2/2)

USA Major Imports from India (In USD Billion)

USA Major Exports To India (In USD Billion)

14.4

:
ﬂ|

Electrical, Electronic Equipment 12

Pearls, Precious Stones, Metals _111-25.’4
Pharmaceutical Products -.012-7
Nuclear Reactors, Boilers, Machinery -6751
Textile Articles - 2391

mFY 24 mFY 23

* The US was India's largest trade partner in 2024, although India
ranked tenth in the list of US trading partners for the same year.

+ United States total imports from India were USD 91.5 billion during
2024.

* USAs Top Imports from India were electrical equipment, Precious
metals, Pharma products .

Source- CNN Business,, tradingeconomics.com

Mineral Fuels, Oils, Distillation _ 13
Products 1
Pearls, Precious Stones, Metals, . 2
Coins 6
; 1
Aircraft, Spacecraft L 3

Electrical, Electronic Equipment .22

Plastics '22

BFY24 WmFY 23

USA is the 3rd largest investor in India with cumulative FDI
inflows of USD 67.76 billion from April 2000-September 2024.
United States Exports to India was USD 41.75 Billion during
2024.

India imported 5,749 commodities from the US in FY24.
‘Make in India’ has significantly increased domestic production
of mobile phones, reducing the need for imports.

MARC
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https://edition.cnn.com/2025/02/11/business/india-us-trade-explainer-intl-hnk-dg/index.html
https://tradingeconomics.com/united-states/imports/india

Impact of USA Tariffs on Indian Economy




Impact of USA Tariffs on Indian Economy (1/2)
—

The USA increased its tariff rate on Indian goods from the previous 5%—10% range to a new reciprocal rate of 26% including a 10%
universal tariff on all imports P

Diamonds at Risk Gears Grind in USA-India Trade

---------------------------------------------------

-----------------------------------------------------

Nearly 30% of India’s gems and jewellery exports RN
go to the US, but the new 26-27% US tariff—up
from previous rates of 0% on diamonds and 5.5-
7% on gold jewellery—could hurt Indian
jewellery exports. ‘

---------------------------------------------------

Trump has announced a 25% tariff on auto imports. Y
India’s USD2.6B auto parts exports to the US will be
affected, and tariffs could soon extend to parts as
well /

-----------------------------------------------------

--------------------------------------------------------------------------------------------------------

~

India’s electronics exports—mainly smartphones—face ™,
risks from potential U.S. tariffs, which rose from 10% to
26%, potentially raising prices and dampening

demand. Over 50% of India’s electronics exports to the
US consist of Apple iPhones assembled in India. /s

N ———————————— -

US imposes no tariffs on Indian pharma, while India®,
charges 10% tariffs on US Pharma Imports.

The pharma sector may face pricing pressure from US
tariffs, but strong demand could soften the impact. ~ /

Smm—
~
S =

---------------------------------------------------

Source - Ecotimes , Ecotimes ,
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https://economictimes.indiatimes.com/industry/cons-products/electronics/us-tariff-driven-inflation-may-hit-indian-electronics-exports-but-smart-supply-chains-offer-edge/articleshow/119954310.cms
https://timesofindia.indiatimes.com/business/india-business/indias-exports-to-us-could-face-5-76-billion-decline-in-2025-due-to-tariff-hikes/articleshow/120059905.cms

Impact of USA Tariffs on Indian Economy (2/2)
%

ecent USA tariff increases under the Trump administration are significantly impacting various Indian export sectors.

Food Exports on the Boil Textile Trade Tension

USA tariffs up to 38% threaten India’s USD 3.8B \‘

shrimp, processed food, and dairy exports. Rising
costs could impact farmers, processors, and coastal
exporters, affecting rural livelihoods. /

Indian textiles and apparel, worth USD 9.6B in USA
exports, face a 6.59% tariff hike. However, rising tariffs
on competitors like China and Bangladesh could give
India an edge, if reforms are implemented.

\
1
1
I
I

/

-----------------------------------------------------

-----------------------------------------------------

India’s USD 283B IT sector, heavily reliant on USA
clients, faces potential setbacks from Trump's proposed
tariffs. Economic uncertainty could lead to reduced IT
spending by USA firms, hitting giants like Infosys, TCS,
and Wipro. .

N ———————————— -

India’s chemical exports to the USA face risks from
potential reciprocal tariffs. Analysts warn that higher
duties could disrupt trade and profitability for this
key sector. /

---------------------------------------------------

Source - ThePioners
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https://www.dailypioneer.com/2025/pioneer-exclusive/us-tariffs-to-hit-indian-agriculture--manufacturing.html

Opportunities, Global Tariff Trends & Key takeaways




Tariff on Other Countries and Impact (1/2)

Under the new reciprocal tariff scheme, the USA set a temporary 10% base tariff on all imports for 90 days except for China, which faced a 125% tariff. However,
on 12t May, the USA and China have agreed to suspend most tariffs, reducing China’s reciprocal duties from 125% to 10%. However, the USA will retain 20% tariffs on
fentanyl-related Chinese imports, keeping total tariffs on China at 30%.

Affected Sectors

Tariff Gains: How USA Benefits from Global Duties

Due to growing trade surplus with the USA and
suspicions of Chinese transshipment through *

Vietnam.

To address concerns over unfair labor practices
and create a level playing field for USA
manufacturers.

To counter trade imbalances, alleged IP theft,
and reduce overdependence on Chinese supply
chains.

In retaliation for EU tariffs and to push for more
balanced trade terms.
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Tariff on other countries and Impact (2/2)

Tariff Gains: How U.S. Benefits from Global Duties Affected Sectors

To reduce trade deficit and encourage U.S.-
based auto production.

To limit imports from low-cost producers and
protect domestic jobs

- To curb steel overcapacity and reduce reliance on

foreign electronics.

Over concerns of trade diversion and dominance
in semiconductor packaging.
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Opportunity for India

Expanding trade relationships through regional pacts
like Regional Comprehensive Economic Partnership
(RCEP) and free trade agreements with the EU and the
UK can mitigate the effects of USA tariffs, opening new
avenues for exports.

China Plus One: India’s Moment

With foreign firms looking for alternatives to Chinese
manufacturing due to continuing trade tensions, India
has a lot to gain from foreign investment. The PLI
schemes can act as a driver in this process, positioning
India as a viable manufacturing destination.

Sources - TOI, Ecotimes

Indian products become relatively more attractive in
the U.S. market due to higher tariffs on its peers like
China , Vietnam , Bangladesh etc. Sectors likely to
benefit include textiles, pharmaceuticals, chemicals,
engineering goods etc.

Global firms seeking to bypass tariffs on Chinese and
Vietnamese goods may relocate operations to India.
This  includes major players in electronics,
semiconductors, and smartphones, supported by
India's Production Linked Incentive (PLI) schemes.
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https://timesofindia.indiatimes.com/india/india-eu-may-finalise-interim-fta-by-july/articleshow/121324834.cms?utm_source=chatgpt.com
https://economictimes.indiatimes.com/news/economy/foreign-trade/unplug-china-plug-into-india-centre-looks-to-attract-us-cos-planning-to-exit-china/articleshow/120356180.cms?utm_source=chatgpt.com&from=mdr

Tariff-Driven Tailwinds for Indian Industries
-

Most Indian exporters are better positioned to benefit from a higher U.S. tariff regime, as all of India’s peers face higher differential
tariffs, such as China, Vietnam, and Bangladesh. India will emerge as a natural substitute in global supply chains due to its large scale,
supportive regulatory environment, improving infrastructure, and good geopolitical relationships with the US and other major
economies.

China dominates the APl and CRAMS markets due to cost and expertise, while
India can benefit from lower tariffs and its strong generics, APl parks, and
CRAMS base. High-value injectables offer strong potential amid rising US
demand and reliance on limited suppliers, mainly in China and the US.

Pharma (APIl, CRAMS)

Bangladesh has historically had an advantage in the textile and apparel
industry, mainly due to having one of the lowest labour costs in Asia and
a focused textile ecosystem for ready-made garments. However, due to high
tariffs, Indian manufacturers now stand a chance to gain market share.

Textiles and Apparel

Heavy U.S. tariffs on Chinese chemical imports have prompted U.S. buyers to
seek good alternatives. India is the next best option due to its chemical
clusters, technical expertise, competitive costs, and fewer geopolitical risks.
Many Indian players have also met High compliance standards e.g. REACH.

Specialty Chemicals

Apple , Dell and many large global brands want to shift their supply from
China to India due to tariff concerns as well as geopolitical tensions, and
desire to diversify production bases.

Electronic Component
Manufacturing

Source- Drugpatents ,Reuters ,AE Note : APl — Active Pharmaceutical Ingredient , CRAMS - Contract Research and Manufacturing Services
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https://www.drugpatentwatch.com/blog/the-role-of-china-in-the-global-generic-drug-api-market/
https://www.reuters.com/world/china/walmart-calls-indias-garment-worker-woes-blunt-tariff-edge-2025-05-09/
https://www.akshayenterprises.co/manufacturing/global-brands-manufacturing-shift-india/
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