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Amidst record depreciation of the USDINR, its benefits were witnessed in pushing up the
level of both goods and services exports, although FX weakness coupled with elevated
energy prices kept import bill elevated. Per latest data, India now exports more to other
countries than to the US compared with pre-tariff period (Jan-25). On the oil imports side,
geographical diversification was visible as the importance of Russia and Oman increased
in India’s import basket (percentage share), while the share of Saudia Arabia and UAE
declined on Y-o0-Y basis in May-26.

Current account in surplus in April 2026: The RBI's monthly BOP release showed balance
of payments deficit of USD6.6 bn in April, driven by FPI outflows of USD 8.7 bn and USD3.3
bn outflow under banking capital even as net FDI inflows rose to USD7.4 bn. The capital
account remained a drag on the BOP as the current account recorded a surplus of USD 4.7
bn, led by remittances of USD16 bn and services surplus of USD18.6 bn.

Weaker Rupee helping India’s goods trade: India’s overall exports rose by ~16% YoY to USD
~82bn with goods exports rising by 18% YoY to USD 45.2bn - the highest on record. On the
other hand, imports rose by 20.6% YoY to USD 73.4bn, leading to widening of goods trade
deficit to USD 28.2bn from USD 22.6bn in May-25. Per our estimates, the FX adjusted exports
were USD 34.2bn and imports USD 54.4bn, leading to a trade deficit of USD 20.2bn.

India successfully diversified export destinations: In May India’s goods exports to other
countries, excluding the USA, were up by 37% vs pre-tariff period (Jan-25=100) vs. 4%
growth in exports to the US. Note that India's exports to the US are down 13% in May-26
from Mar-25 peak of USD 10.1bn when US importers were advancing purchases before The
Liberation Day tariffs.

On the import side, the key signal is in the sourcing geography: The top import sources
exhibiting the highest value growth in May 2026 relative to May 2025 were Oman (+306%
YoY), Russia (+63.46%), the US (+54.43%), and China (+23.4%). The rise for Oman and Russia
reflects diversification of source of oil imports. Imports from Oman at ~USD 2bn, were
highest in a decade. Imports from Taiwan and China have risen to near record (Taiwan)
and record highs (China), possibly underpinned by electronics imports and surging
semiconductor/RAM prices.

0Oil price impacted overall goods trade deficit: Elevated crude oil and derivatives prices due
to the Middle East conflict impacted the overall import bill. Oil imports were at record USD
22.7bn in May-26 and the net oil import bill rose to USD 14.3bn, near record highs. Crude
prices accelerated exports too, but the quantum was lower at USD 8.4bn, higher than May-
25 levels of USD 5.4bn but lower than Apr-26 exports of USD 9.6bn.

Electronics trade deficit now forms one-fourth of India’s goods trade deficit: The rising
influence of electronics is becoming clearer, as electronics trade deficit rose to USD 7.2bn
in May-26 vs. USD 4.5bn in May-25. At 7.2bn, it is 25% of India’s goods trade deficit. Expected
positive tailwinds from weaker INR are yet to be visible in electronics exports as over last
six months, electronics imports rose by 26.3% YoY on an average, while exports rose less
nearly half the pace of imports at an average of ~13% amid weak mobile demand globally.

Outlook - India’s export outlook is challenging for FY27, but worst is over: In the
upcoming months, softness in crude oil prices, and potential moderation in freight costs
due to opening of the Strait of Hormuz can normalize the import bill towards the run rate
of USD 60bn per month. Exports growth may be capped in the short run due to moderating
global demand and crude oil availability to export crude products. However, gains of 10%
INR depreciation (vs last year) and continued strength in services exports and remittances
are likely to cap the drag on Current Account. Important to monitor hereon is also the
passthrough of elevated producer prices in China amidst strengthening RMB. India runs
an annual trade deficit of USD 112bn with China. Add to this, surging electronics costs may
keep electronics import bill (17% of total imports) elevated.
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India has diversified its exports desfinations
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Electronics trade deficit now amounts to one-fourth of
overall goods trade deficit
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Oil import bill at record high
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Securities (India) Private Limited or any of its affiliates, their directors and the employees may from time to time, effect or have effected an own account transaction in or deal as
principal or agent in or for the securities mentioned in this document. They may perform or seek to perform investment banking or other services for or solicit investment banking or
other business from any company referred to in this Note. Each of these entities functions as a separate, distinct and independent of each other. This Note is strictly confidential and
is being furnished to you solely for your information. This Note should not be reproduced or redistributed or passed on directly or indirectly in any form to any other person or published,
copied, in whole or in part, for any purpose. This Note is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any
locality, state, country or other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject Elara Securities (India)
Private Limited or any of its affiliates to any registration or licensing requirements within such jurisdiction. The distribution of this document in certain jurisdictions may be restricted
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be no assurance that future results or events will be consistent with this information. This Information is subject to change without any prior notice. Elara Securities (India) Private
Limited or any of its affiliates reserves the right to make modifications and alterations to this statement as may be required from time to time. However, Elara Securities (India) Private
Limited is under no obligation to update or keep the information current. Neither Elara Securities (India) Private Limited nor any of its affiliates, group companies, directors, employees,
agents or representatives shall be liable for any damages whether direct, indirect, special or consequential including lost revenue or lost profits that may arise from or in connection
with the use of the information. This Note should not be deemed an indication of the state of affairs of the company nor shall it constitute an indication that there has been no change
in the business or state of affairs of the company since the date of publication of this Note. The disclosures of interest statements incorporated in this document are provided solely
to enhance the transparency and should not be treated as endorsement of the views expressed in the report. Elara Securities (India) Private Limited generally prohibits its analysts,
persons reporting to analysts and their family members from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover. The analyst for
this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its or their securities, and
no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.

Any clarifications / queries on the proposal as well as any future communication regarding the proposal should be addressed to Elara Securities (India) Private Limited. It is important
to note that any dispute with respect to this research report, would not have access to stock exchange investor redressal forum or arbitration mechanism.

Elara Securities (India) Private Limited was incorporated in July 2007 as a subsidiary of Elara Capital (India) Private Limited.

Elara Securities (India) Private Limited is a SEBI registered Stock Broker in the Capital Market and Futures & Options Segments of National Stock Exchange of India Limited [NSE] and
BSE Limited [BSE] and a Depository Participant registered with Central Depository Services (India) Limited [CDSL].
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Details of Associates of Elara Securities (India) Private Limited are available on group company website www.elaracapital.com

Elara Securities (India) Private Limited is maintaining arms-length relationship with its associate entities.
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subject company at the end of the month immediately preceding the date of publication of Research Report. Elara Securities (India) Private Limited does not have actual/beneficial
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Disclaimer & Standard warning

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or
provide any assurance of returns to investors.

Investment in securities market are subject to market risks. Read all the related documents carefully before investing.
Disclaimer for non U.S. Investors
The information contained in this note is of a general nature and is not intended to address the circumstances of any particular individual or entity. Although we endeavor to provide
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