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Reciprocal tariffs: A game of trade-offs ety 2028

Key takeaways: The President of The United States (POTUS) has announced the US is Tariff disbalance is a key risk for India

likely to impose reciprocal tariffs on partner countries starting from April 2025. If the 30 7 Trade weighted tariff an US goods, CY23

reciprocal tariffs on India were to materialize, growth risks to India in FY26 would 25 4

amplify as uncertainty to India’s exports to the US (17.7% of overall exports in FY24) 20 | 18.0

will rise. We estimate the impact at 40-70 bps to India’s growth if POTUS goes ahead 295 |

with across-the-board reciprocal tariffs on India’s exports. As a response, we expect

India to accommodate some of the grievances of POTUS while trying to work towards 10 1

atrade deal, carrying ahead the outcome of the recent meeting between Prime Minister 5 2.4

Narendra Modi and President Trump. Per our analysis, increased India-US trade co- 0 L

operation in the backdrop of US's anti-China stance is likely to benefit India’s exports Faced by India Applied by India

of electronics, pharmaceutical, home textile, refining and marine products. Source: CEIC, Elara Securifies Research

While the INR at 86.77 currently is closer to its fair value, we do not rule out a move India’s exports to the US rise multifold post-COVID
toward 88.0 gradually by March 2025. On the fiscal side, if India must lower tariffs

incrementally in response to US tariffs, we expect 7-10bp impact on the fiscal deficit as 140 25

a percentage of GDP. Reciprocal tariffs instead of flat tariffs raise upside risk to US = 120 ,\/‘w, 20 _
domestic inflation, owing to its uniform application. Hence, the durability and the é 100 15 é
scope of reciprocal tariffs raise doubts. 2 80 _ ,/‘// 7 0 g
India’s electronics, pharmaceuticals, home textiles, refining & marine exports to gain: jZ | B

We analyze sector-wise exports from India and China into the US to evaluate potential © o N o> o - o X
beneficiaries of the India-US increased trade co-operation amid intensifying China-US E § g g E g g g

trade war. On a preliminary basis, we see gains for sectors that have a rising presence India's Exports Exports fo USA, rhs

of US companies in India (electronics, computer hardware), sectors that are
strategically critical under India-US partnership (tech, energy, space) as well as sectors
where India’'s competitiveness vs China is either superior (pharmaceuticals and
marine products) and sectors where China’s relative comparative advantage is falling

Source: CMIE, Elara Securities Research

USDINR weakened for a major part of CYTD even
as the USD moderated
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due to rising wages (textile made ups and home textiles). We also see benefits for India’s §
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marine and seafood, jewelry and refining exports. Rising crude oil & gas imports from S /__,___\__/_/'/w\—
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more long-term contracts of LNG imports) along with crude oil refining products where 5 98
India’s exports to the US have been steadily increasing. 2 o N
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India’s exports to the US are likely to come under pressure. Our calculations using CY23 Al tINSddarsrss
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UN & ITC trade data reveals India faces a 2.4% tariff (export weighted) on exports to the USDINR DXY Index
US while applies an 18% tariff (import weighted) on imports from the US - an imbalance
. ) . i i Note: data until 13 February; Source: CEIC, Elara Securities
of ~16pps (tariff applied minus faced). Further, our analysis reveals ~94% of India’s Research

exports have tariff disbalance as on CY23, of which ~USD 33bn of export items have a
tariff disbalance of >10pps (43.3% of overall exports to the US). We expect ~40-70bp
downside to India’s GDP growth in event of across-the-board reciprocal tariffs, thereby
offsetting the likely benefits of personal tax rebate estimated at 43bp (Elara Estimates)
The impact is likely to play out for the next 12-18 months as global manufacturing
supply chains adjust to trade barriers.

See further Rupee weakness: After the latest Monetary Policy Committee (MPC) meet,
we see the RBI leaning further toward addressing growth risks and undertaking further
rate cuts. We expect a 50bp cut in FY26E in our base case expectation. A further 25bp
impact cannot be ruled out, if risks to growth amplify. Further, policy rate cuts carry
opportunity for USDBRL/LATAM EMFX, and a hawkish BoJ is likely to keep the

USDINR under depreciation pressure. While the INR at 86.77 currently is closer to its Garima Kapoor

fair value, we do not rule out a move toward 88.0 gradually by March 2025.A weaker ff;"‘;;‘“;‘m 8527
USDINR is likely to bode well in the current global macroeconomic backdrop as it will garima kapoor@elaracapital.com
limit US grievances regarding India’s currency manipulation apart from making Associate

India’s exports, especially on the services side, competitive. ::i“e‘::"rgys""y"'
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Exhibit 1: India’s trade surplus and tariff imbalance by items -- Top 20

HS code Items Egggr(tljstg ll‘::i Imggl;; Iruosnl; l;:i Su:;:lat:i:, Tal::ifrfl:: :)al.:f(:
(USD bn) faced, pps
'71 Natural or cultured pearls, precious or semi-precious stones, precious metals, metals clad ... 10.2 1.9 8.3 11
'85 Electrical machinery and equipment and parts thereof; sound recorders and reproducers, television ... 9.9 1.7 8.1 5
'30 Pharmaceutical products 7.6 0.6 6.9 10
'63 Other made-up textile articles; sets; worn clothing and worn textile articles; rags 2.6 0.1 2.6 2
'62 Articles of apparel and clothing accessories, not knitted or crocheted 2.5 0.0 2.5 0
'73 Articles of iron or steel 2.8 0.3 2.5 10
'61 Articles of apparel and clothing accessories, knitted or crocheted 2.1 0.0 2.1 -2
'87 Vehicles other than railway or tramway rolling stock, and parts and accessories thereof 2.6 0.6 2.0 73
'03 Fish and crustaceans, molluscs and other aquatic invertebrates 1.9 0.0 1.9 30
'57 Carpets and other textile floor coverings 1.0 0.0 1.0 8
'94 Furniture; bedding, mattresses, mattress supports, cushions and similar stuffed furnishings; ... 1.1 0.1 1.0 10
'29 Organic chemicals 2.6 1.7 0.9 5
'68 Articles of stone, plaster, cement, asbestos, mica or similar materials 0.8 0.1 0.7 10
‘42 Articles of leather; saddlery and harness; travel goods, handbags and similar containers; articles ... 0.7 0.0 0.7 7
'16 Preparations of meat, of fish, of crustaceans, molluscs or other aquatic invertebrates, or ... 0.6 0.0 0.6 47
'40 Rubber and articles thereof 0.9 0.3 0.6 12
'84 Nuclear reactors, boilers, machinery and mechanical appliances; parts thereof 6.0 5.5 0.5 6
'64 Footwear, gaiters and the like; parts of such articles 0.4 0.0 0.4 8
'09 Coffee, tea, maté and spices 0.4 0.0 0.4 93
'13 Lac; gums, resins and other vegetable saps and extracts 0.3 0.0 0.3 29
Source: UNCTAD, WTO, ITC Trade Map, Elara Securities Research
Exhibit 2: Products in which India's share in US imports higher than China's
HS Code India vs China share difference, pps, CY23 Items CY23, USD bn
'53 12 Natural or cultured pearls, precious or semi-precious st precious metal tals clad ... 12.4
'57 (24) Electrical machinery and equipment and parts thereof; sound recorders and reproducers, television ... 12.1
'71 2 Pharmaceutical products 11.0
'13 (18) Nuclear reactors, boilers, machinery and mechanical appliances; parts thereof 6.7
'10 2 Mineral fuels, mineral oils and products of their distillation; bituminous substances; mineral ... 5.1
'52 (7) Organic chemicals 3.9
'16 (34) Other made-up textile articles; sets; worn clothing and worn textile articles; rags 2.9
'04 @7) Articles of iron or steel 2.9
'03 3) Vehicles other than railway or tramway rolling stock, and parts and accessories thereof 2.7
12 14) Articles of apparel and clothing accessories, not knitted or crocheted 2.5
'30 a7) Articles of apparel and clothing accessories, knitted or crocheted 2.1
'54 4 Fish and crustaceans, molluscs and other aquatic invertebrates 2.0
27 (27) Furniture; bedding, mattresses, mattress supports, cushions and similar stuffed furnishings; ... 1.4
'09 (7) Commodities not elsewhere specified 1.3
'55 22 Carpets and other textile floor coverings 1.2
'51 (26) Plastics and articles thereof 1.1
11 (5) Rubber and articles thereof 1.0
'18 2) Articles of stone, plaster, cement, asbestos, mica or similar materials 0.9
24 (7) Aluminium and articles thereof 0.9
'72 (C)] Optical, photographic, cinematographic, measuring, checking, precision, medical or surgical ... 0.8

Source: UNCTAD, WTO, ITC Trade Map, Elara Securities Research
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Disclosures & Confidentiality for non U.S. Investors

The Note is based on our estimates and is being provided to you (herein referred to as the “Recipient”) only for information purposes. The sole purpose of this Note is to provide preliminary information on the
business activities of the company and the projected financial statements in order to assist the recipient in understanding / evaluating the Proposal. Nothing in this document should be construed as an advice to buy
or sell or solicitation to buy or sell the securities of companies referred to in this document. Each recipient of this document should make such investigations as it deems necessary to arrive at an independent
evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved) and should consult its own advisors to determine the merits and risks of such an
investment. Nevertheless, Elara Securities (India) Private Limited or any of its affiliates is committed to provide independent and transparent recommendation to its client and would be happy to provide any
information in response to specific client queries. Elara Securities (India) Private Limited or any of its affiliates have not independently verified all the information given in this Note and expressly disclaim all liability
for any errors and/or omissions, representations or warranties, expressed or implied as contained in this Note. The user assumes the entire risk of any use made of this information. Elara 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 by law, and persons in whose
possession this document comes, should inform themselves about and observe, any such restrictions. Upon request, the Recipient will promptly return all material received from the company and/or the Advisors
without retaining any copies thereof. The Information given in this document is as of the date of this report and there can 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], in the Capital Market Segment of
BSE Limited [BSE] and a Depository Participant registered with Central Depository Services (India) Limited [CDSL].

Elara Securities (India) Private Limited’s business, amongst other things, is to undertake all associated activities relating to its broking business.

The activities of Elara Securities (India) Private Limited were neither suspended nor has it defaulted with any stock exchange authority with whom it is registered in last five years. However, during the routine course
of inspection and based on observations, the exchanges have issued advise letters or levied minor penalties on Elara Securities (India) Private Limited for minor operational deviations in certain cases. Elara Securities
(India) Private Limited has not been debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has the certificate of registration been cancelled by SEBI at any point of time.

Elara Securities (India) Private Limited offers research services primarily to institutional investors and their employees, directors, fund managers, advisors who are registered or proposed to be registered.

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.

Research Analyst or his/her relative(s) may have financial interest in the subject company. Elara Securities (India) Private Limited does not have any financial interest in the subject company, whereas its associate
entities may have financial interest. Research Analyst or his/her relative does not have actual/beneficial ownership of 1% or more securities of the 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 ownership of 1% or more securities of the subject company at the end of the month immediately
preceding the date of publication of Research Report. Associate entities of Elara Securities (India) Private Limited may have actual/beneficial ownership of 1% or more securities of the subject company at the end
of the month immediately preceding the date of publication of Research Report. Research Analyst or his/her relative or Elara Securities (India) Private Limited or its associate entities does not have any other material
conflict of interest at the time of publication of the Research Report.

Research Analyst or his/her relative(s) has not served as an officer, director or employee of the subject company.

Research analyst or Elara Securities (India) Private Limited have not received any compensation from the subject company in the past twelve months. Associate entities of Elara Securities (India) Private Limited may
have received compensation from the subject company in the past twelve months. Research analyst or Elara Securities (India) Private Limited or its associate entities have not managed or co-managed public offering
of securities for the subject company in the past twelve months. Research analyst or Elara Securities (India) Private Limited or its associates have not received any compensation for investment banking or merchant
banking or brokerage services from the subject company in the past twelve months. Research analyst or Elara Securities (India) Private Limited or its associate entities may have received any compensation for
products or services other than investment banking or merchant banking or brokerage services from the subject company or third party in connection with the Research Report in the past twelve months.

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 accurate and timely information,
there can be no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should act on such information without appropriate professional
advice after a thorough examination of the particular situation.

Disclaimer for U.S. Investors

This material is based upon information that we consider to be reliable, but Elara Capital Inc. does not warrant its completeness, accuracy or adequacy and it should not be relied upon as such.

This material is not intended as an offer or solicitation for the purchase or sale of any security or other financial instrument. Securities, financial instruments or strategies mentioned herein may not be suitable
for all investors. Any opinions expressed herein are given in good faith, are subject to change without notice, and are only correct as of the stated date of their issue. Prices, values or income from any securities
or investments mentioned in this report may fall against the interests of the investor and the investor may get back less than the amount invested. Where an investment is described as being likely to yield income,
please note that the amount of income that the investor will receive from such an investment may fluctuate. Where an investment or security is denominated in a different currency to the investor’s currency of
reference, changes in rates of exchange may have an adverse effect on the value, price or income of or from that investment to the investor. The information contained in this report does not constitute advice on
the tax consequences of making any particular investment decision. This material does not take into account your particular investment objectives, financial situations or needs and is not intended as a
recommendation of particular securities, financial instruments or strategies to you. Before acting on any recommendation in this material, you should consider whether it is suitable for your particular
circumstances and, if necessary, seek professional advice.

Certain statements in this report, including any financial projections, may constitute “forward-looking statements.” These “forward-looking statements” are not guarantees of future performance and are based
on numerous current assumptions that are subject to significant uncertainties and contingencies. Actual future performance could differ materially from these “forward-looking statements” and financial
information.
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