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Executive summary

India’s direction of foreign trade has exhibited a structural shift during the last
decade. Trade volume and trade share of emerging and developing economies has
increased while the share of conventional trading partners has showed a declining
trend.

China has become India’s top trading partner followed by USA and UAE. India-China
foreign trade has reached at US$49.5bn with 8.7% share in India’s total trade followed by
USA at US$46bn with 8.1% share and UAE at US$45.4bn with 8% share during the first
nine months (April-Dec 2013) of the current financial year 2013-14. India’s trade (exports
and imports) with China was only of US$7bn in 2004 which increased to US$38bn in 2008
and to US$65bn in 2013.

However, with the revival of demand in advanced economies, USA has emerged India’s
top exports destination once again. India’s exports to USA during the first nine months
(April-Dec 2013) of the current financial year 2013-14 were at US$29.3bn followed by UAE
at US$22.3bn and China at US$10.8bn. Last year, FY 2012-13, UAE was the top exports
destination followed by USA and Singapore.

UK and Germany have shifted downwards, while Belgium, Italy eventually disappeared
from the top ten export destinations. On the other hand, Saudi Arabia and Netherlands
have entered the top ten export destinations.

These shifts amongst India’s trading partners are the result of several external factors
including volatile economic environment in the advanced economies, huge imports of
POL commoadities, rising imports from China including electronic goods, machinery,
organic chemicals, project goods and fertilizers etc.

China has emerged the major source of imports for India during the recent years. In 2004,
imports from china were only of US$4bn which surged to US$27bn in 2008 and to
US$52bn in 2013. China’s share in India’s imports has also doubled within the last decade
from 5% in 2004 to about 11% in 2013 and this has led China to replace USA as India’s
major import source.

Besides USA, several other countries Belgium, UK, Korea and Japan have also shown
declining trend and finally disappeared from India’s the top ten sources of imports. One
significant development in India’s import scenario is the emergence of Saudi Arab, UAE
Kuwait, Qatar, Irag and Switzerland amongst India’s top ten import sources.
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Structural changes in India’s direction of foreign Trade

India’s direction of foreign trade has exhibited a structural shift during the
last decade. This is manifest in the increased trade volume and trade share
of emerging economies accompanied by up shift of their positions in India’s
top ten major trading partners. While, the share of conventional developed
trading partners has showed a declining trends in India’s overall foreign

trade.

USA with 11.6% share in India’s total trade remained the top most trading
partner of India in 2004. The total trade with USA reported about US $17
billion which is increased to US $42 billion in 2008 and US $76 billion in
2013.However, recent trends exhibited a declined its share to about 10% in
2008 and to 7.8% in 2013. While the trade with UAE has rose from US $7.2
billion in 2004 to US $29 billion in 2008 and to US $75 billion in 2013.
Increased trade volume is accompanied by rise in its share in India’s overall
trade from 5% in 2004 to 7% in 2008 and 9.5% in 2013 and even replaced
USA as a top trading partner.

However, according to recent trade data from April-December 2013, China
with 8.7% share in India’s foreign trade have become the top-most trading
partner of India followed by USA and UAE. This is considered as a
significant change in India’s foreign trade. Because, with China India’s trade
was only of US $7 billion in 2004 which increased to US $38 billion in 2008
and to US $65 billion in 2013. Corresponding to this growing trade trends

between the two countries, not only China’s share in India’s overall foreign
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trade increased from 4.9% in 2004 to 8.3% in 2013, but also become the
topmost trading partner of India according to the recent India’s trade data
of 2013(Apr-Dec) surpassing major economies like USA and UAE. The
country has reported the trade worth US $50 billion with China with 8.7%

share in the first nine months of the financial year 2013-14.

India’s top ten trading partners (in USD billion)
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Source: PHD Research Bureau, compiled from Ministry of Commerce
The other major significant and interesting change which occurred during
the last decade is the replacement of many traditional developed
economies by emerging developing economies. This is evident with the fact
that UK, Belgium which had reported the trade worth US $4 billion with
about 5% share in India’s total trade in 2004 gradually disappeared from

the list of India’s top ten trading partners.
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The countries Hong Kong, Japan which accounted for trade of nearly US $5
billion with 3% share in India’s overall trade have also reported declining
trends in recent years. However, the countries - Iran, Indonesia, Saudi Arab,
and Iraq which were not amongst the major trading partners of India in
2004 have entered the list of top ten trading partners of India in recent

years.

These shifts amongst the three major trading partners USA,UAE and China
is the result of several external factors viz. slowdown in advanced
economies, huge imports of POL commodities, rising imports from China

especially of machinery etc.

In terms of export volume, USA had been the topmost export destination
for Indian exports. In 2004, exports to USA were reported at US $11.5
billion in 2004 which were increased to US $21 billion in 2008 and to US
$36.2 billion in 2013. However, it is observed that USA share in India’s total
exports has declined from 18% in 2004 to about 13% in 2008 and to 12% in
2013.

On the other hand, exports to UAE have shown a remarkable rise during
the last decade. Exports to UAE were US $5.1 billion in 2004 which
increased to US $15.6 billion in 2008 and to US $36.3 billion in 2013.
Growing exports to UAE made the country capable to increase its share in
India’s exports from 8% in 2004 to 12% in 2013 and to replace USA as the
top most export destination of India. However, recent data (2013 April-
December) shows that with US $29 billion exports and with 12.8% share in
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India’s exports, USA has restored its position as number one in India’s top

ten export markets and surpassed UAE which have overtaken its position in

2007.
India’s top ten export destinations (in USD billion)
mw%wwmw%mwmmﬁrWMewg’&?wm
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8 [EEGum 181 | 28 [GRvANY 51 | 314 |UK g6 | 28 |uK 72 | 313
9 [BANGADEH | 174 | 273 [BEGUM 42 | 258 |GRRVANY 73 | 24 [NeTHRAND | 60 | 263
10 [ITALY 173 | 27 [mAy 39 | 24 [meaN 61 | 203 [GRVANY 54 | 237
Total 63.84 Total 1631 |10 |1t W4 Total 2205 100

Source: PHD Research Bureau, compiled from Ministry of Commerce

India’s major export destinations have experienced various other changes
in terms of strengthening and weakening, positions of different important
countries. UK, Germany have shifted downwards in India’s top ten export
destinations, while Belgium, Italy eventually disappeared from the
respective list. On the other hand, Saudi Arab and Netherlands have
become significant destinations for India’s exports and in fact entered the

group of India’s top ten export destinations during the period of 2007-09.

In terms of import volume, China has remained the major source of imports
in India. In 2004, imports from china were only of US $4 billion which

surged to US $27 billion in 2008 and to US $52 billion in 2013. Its share in
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India’s imports has also doubled within the last decade from 5% in 2003-04
to about 11% in 2012-13 and this has led China to replace USA as India’s
major import destination. Besides USA, several other countries Belgium,
UK, Korea, Japan have also exhibited declining position in India’s top ten

import markets and finally disappeared from the respective list.

India’s top ten import destination (in USD billion)
Rak| Canty ””Z&‘)’f Ysrere|  Country ””Zx' Ysere | Contry ””2’(')';’3"’ ygrere | Country ”2‘8’1;('; Ysrere
1 |USA 5083 6.44 |CHINAPRP 2715 10.79 |[CHNAPRP .25 1065 |CHNAPRP 3869 11.36
2 [CHNAPRP 406 519 |USA 2107 837 |UARABEMTS .14 798 |SAUDI ARAB 2147 8.06
3 |BEL.GUM 398 509 |SAUDI ARAB 1947 7.74 |SAUDI ARAB 34.00 693 [UARABEMIS 2301 6.76
4 |SWMTZERAND | 331 424 |UARABEMIS 1348 536 [SWTZERAND R17 655 [USA 16.73 491
5 |UK 323 414 [IRAN 1094 435 |USA 2520 514 |IRAQ 14.88 437
6 |GERMANY 292 373 |GERVIANY 9.88 33 [RAQ 1925 392 [SWTZERAND 1524 447
7 |KOREARP 283 362 |SMTZERAND 976 388 |[KWMAT 1659 338 [KUWAT 1352 397
8 [JAPAN 267 341 |SINGAPORE 812 323 |QATAR 1569 32 [QATAR 1R 332
9 |AUSTRALIA 265 339 |AUSTRALIA 782 311 |INDONESA 14.88 303 [INDONESIA 11.08 325
10 |INDONESIA 212 272 |KOWAT 7.70 306 |GERVIANY 14.33 292 [NGRA 1101 323
Total 78.15 Tatal 25165 | 100 |total 4074 | 100 |yotal 3063 | 100

Source: PHD Research Bureau, compiled from Ministry of Commerce

One significant development in India’s import scenario is the emergence of
Saudi Arab, UAE as India’s major import destination which have captured
top positions in India’s top ten import markets. Entry of Kuwait, Qatar and
Iraq in India’s top ten import destination is also a key development in
India’s import trends. Switzerland is also observed as other major import
market for India with which trade deficit has surged continuously on

account of huge import of gold during the last decade.
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Disclaimer

“Structural Changes in India’s Direction of Foreign Trade” is prepared by PHD Chamber of
Commerce and Industry to provide a broad view of the state. This report may not be
reproduced, wholly or partly in any material form, or modified, without prior approval from
the Chamber.

It may be noted that this report is for guidance and information purposes only. Though due
care has been taken to ensure accuracy of information to the best of the PHD Chamber’s
knowledge and belief, it is strongly recommended that readers should seek specific
professional advice before taking any decisions.

Please note that the PHD Chamber of Commerce and Industry does not take any responsibility
for outcome of decisions taken as a result of relying on the content of this report. PHD
Chamber of Commerce and Industry shall in no way, be liable for any direct or indirect
damages that may arise due to any act or omission on the part of the Reader or User due to
any reliance placed or guidance taken from any portion of this publication.

Copyright 2014
PHD Chamber of Commerce and Industry

ALL RIGHTS RESERVED.

No part of this publication including the cover, shall be reproduced, stored in a retrieval
system, or transmitted by any means, electronic, mechanical, photocopying, recording or
otherwise, without the prior written permission of, and acknowledgement of the publisher
(PHD Chamber of Commerce and Industry).
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About the PHD Chamber

P HD Chamber is a 109 years old vibrant and

proactive representative organization of PHD signifies

PROGRESS * HARMONY ¢ DEVELOPMENT

)
Jammu
&
business and mercantile community of

Kashmir
achal Pradesh
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northern and central India, serving their

interest. This apex regional organization plays
an active role in India's development
and acts as a much needed link
between government and industry,
serving as a catalyst for rapid
economic development and
prosperity of the community in the
region through promotion of trade,
industry and services.

With its base in the National Capital, Delhi,
the Chamber has Regional offices in States of

Six Thrust Areas

® Industrial Development

Bihar, Chhattisgarh, Haryana, Himachal o Infrastructure

Pradesh, Jammu & Kashmir, Jharkhand, Madhya
Pradesh, Punjab, Rajasthan, Uttar Pradesh,
Uttarakhand and the Union Territory of Chandigarh.

e Housing

® Health

e Education and Skill Development
e Agriculture and Agribusiness
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About the PHD Research Bureau

PHD Research Bureau; the research arm of the PHD Chamber of Commerce and Industry was
constituted in 2010 with the objective to review the economic situation and policy
developments at sub-national, national and international levels and comment on them in order
to update the members from time to time, to present suitable memoranda to the government
as and when required, to prepare State Profiles and to conduct thematic research studies on
various socio-economic and business developments.The Bureau has been accurately forecasting
various lead economic indicators at the micro as well as macro level. Many of its research
reports have been widely covered by media and leading business newspapers.
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Studies undertaken by PHD Research Bureau

Thematic research reports

Comparative study on power situation in Northern and Central states of India (September 2011)
Economic Analysis of States: A Study of Northern & Central States of India ( October 2011)
Growth Prospects of the Indian Economy, Vision 2021 (December 2011)

Budget 2012-13: Move Towards Consolidation (March 2012)

Emerging Trends in Exchange Rate Volatility, Trade Performances & Exporters Profitability (Apr 2012)
The Indian Direct Selling Industry Annual Survey 2010-11: Expanding Horizons (May 2012 )
Global Economic Challenges: Implications for India ( May 2012 )

India Agronomics: An Agriculture Economy Update (August 2012)

Reforms to Push Growth on High Road ( September 2012 )

The Indian Direct Selling Industry Annual Survey 2011-12: Beating Slowdown (March 2013)
Budget 2013-14: Moving on reforms (March 2013)

India- Africa Promise Diverse Opportunities (November 2013)

India- Africa Promise Diverse Opportunities: Suggestions Report (November 2013)

Annual survey of Indian Direct Selling Industry-2012-13 (December 2013)

Imperatives for Double Digit Growth (December 2013)

State profiles

Rajasthan: The State Profile (April 2011)
Uttarakhand: The State Profile (June 2011)
Punjab : The State Profile ( November 2011)

J&K: The State Profile  ( December 2011)

Uttar Pradesh: The State Profile (December 2011 )
Bihar: The State Profile (June 2012)

Himachal Pradesh: The State Profile (June 2012)
Madhya Pradesh: The State Profile ( August 2012 )
Resurgent Bihar (April 2013)

Life ahead for Uttarakhand (August 2013)

Punjab : The State Profile (February 2014)
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