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Trade Deficit 
  

Welcome improvement in exports signals resilience 

Economic Update External Sector  December 15, 2025 

The goods trade deficit dropped to a 4-month low of USD24.5bn in Nov (Oct: 

USD42bn), primarily as gold (-73% MoM) and silver (-60% MoM) imports 

collapsed. However, there was also a broad-based improvement in exports 

(USD38bn; 11% MoM), with exports to both the US and RoW rising as well, to 

11% MoM. Tariff-hit sectors have performed better-than-expected so far, with 

Gems & Jewelry and Textiles seeing flat growth for FY26TD, and Marine 

Products delivering strong improvement on the back of higher shipments to 

China. Services surplus rose to USD18bn in Nov, albeit considerably revising 

down in Oct. With trade data being volatile over the past few months, we watch 

for signs of a structural diversification in India’s export destinations that would 

offset the US tariff hit. We maintain FY26E CAD/GDP at 1.4%, but a continuation 

of the current trends would create a downside potential.  

Record-high gold and silver imports cause a surge in deficit  

The goods trade deficit dropped to a four-month low of USD24.5bn (vs the record 

USD41.7bn in Oct), below estimates (Emkay: USD32.2bn). While both gold (USD4bn; -

73% MoM) and silver (USD1.1bn; -60% MoM) imports expectedly declined sharply, total 

exports saw an improvement (USD38.1bn; 11% MoM, 19% YoY), which drove the deficit 

lower. Total imports fell sharply to USD62.7bn (-18% MoM, -2% YoY), largely due to 

decline in precious metal imports. Oil imports were down 5% MoM at USD14.1bn, while 

growth in oil exports was flat sequentially (USD3.9bn). For FY26TD, total goods exports 

are at USD292bn (~3% YoY), while total imports have risen ~6% to USD515bn, even as 

oil imports remain lower (USD121bn; -5% YoY). As a result, the 8MFY26 deficit stands 

at USD223bn (vs USD203bn for the same period last year). 

Core deficit rises; mixed trends for tariff-hit sectors 

Core (non-oil, non-precious metals) deficit also fell, to USD11.9bn, with core exports 

(USD31.6bn, 12% MoM) improving sharply and core imports (USD43.5bn, -1% MoM) 

declining. 8MFY26 has seen core exports at USD234bn (5% YoY), while core imports 

stand at USD342bn (9% YoY). Notably, trends for tariff-affected sectors are mixed – while 

both Gems & Jewelry and Textiles exports have seen flat growth so far in FY26, Marine 

Products exports continue to see strong growth (16% YoY FYTD). Among major export 

categories, Electronics (39% YoY for 8MFY26) continues as a strong growth performer, 

followed by Drugs and Pharma (6% YoY) and Engineering Goods (4% YoY).  

US exports recover partially; ex-China RoW exports decline 

The improvement in exports was broad-based, as exports to both US (USD7bn; 11% 

MoM) and rest of world (USD31.1bn; 11% MoM) rose. Exports to the US are thus now 

up ~11% to USD59bn for FY26TD, despite the 50% headline tariff rate, while RoW 

exports are up ~1% (USD233bn), having been 2% lower till Aug. This improvement has 

been led by sharp growth in exports to Spain (122%), China (56%), Vietnam (26%), 

Hong Kong (18%), and Brazil (10%), among others, in the last three months after the 

US tariff imposition. This indicates that while Indian exporters may have found new 

destinations, some transshipments are also taking place. 

Services surplus grows modestly, but Oct sees a heavy downward revision 

Services surplus rose to USD17.9bn in Nov, but Oct was heavily revised down to 

USD17.4bn from USD20bn earlier. As a result, provisional services surplus for 8MFY26 is 

USD134bn, up 15%, with gross services exports (USD270bn) having grown 9%. For Nov, 

exports (USD36bn) rose 2% MoM while imports (USD18bn) rose 1% MoM. Services 

exports, especially software services, are facing headwinds in FY26 from tariff-led global 

uncertainty, though growth has remained healthy so far.  

FY26E CAD/GDP maintained at 1.4%, albeit amid extreme volatility 

Recent trade data has also caught the volatility bug, with large swings every month – 

especially exports, which have held up far better than expected, given the punitive US 

tariffs. While sustainability of such early trends is still questionable, India has so far 

managed to evade the worst-assumed tariff outcomes and seems to have diversified its 

export destinations. We maintain FY26E CAD/GDP at 1.4%; however, a continuation of 

such trends would create significant downside to our estimates, especially if export 

growth and diversification continue. 
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Exhibit 1: Trade deficit moderated sharply to USD25bn in Nov 

from the record high of Oct… 

 

Source: CEIC, Emkay Research 

 
Exhibit 2: …as both gold and silver imports declined significantly 

during the month 

 

Source: CEIC, Emkay Research 

 

Exhibit 3: Core export trend has improved despite heavy US tariffs 

 

Source: CEIC, Emkay Research; Note: ‘Core’ data refers to trade ex-oil, gems and jewelry, and precious 

metals 

 

Exhibit 4: Tariff-hit sectors have not been hurt as badly as expected, with Marine Products 

seeing stellar growth 

 

Source: CEIC, Emkay Research 
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Exhibit 5: Exports to RoW have improved even as US exports have 

recovered 

 

Source: CEIC, Emkay Research 

 

Exhibit 6: Share of US in India’s exports has not fallen below pre-

tariff levels, despite the punitive hit 

 

Source: CEIC, Emkay Research 

 

Exhibit 7: The US export hit has been offset by strong growth across various countries 

 

Source: CEIC, Emkay Research; Note: Values above 30% truncated for visual clarity 

 

Exhibit 8: Strong growth in Electronics exports has continued, with other categories registering more modest growth 

 

Source: CEIC, Emkay Research 
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Exhibit 9: Services surplus growth has remained healthy despite headwinds 

 

Source: CEIC, Emkay Research 

 

Exhibit 10: We maintain FY26E CAD/GDP at 1.4%, though downside potential may emerge if 

the current trends continue 

 

Source: CEIC, Emkay Research estimates 
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country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. Except otherwise restricted by 
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