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India’s exports: Sailing the rough Red Sea 

Key takeaways 

A prolonged conflict in the Red Sea is likely to impact India’s overall 

exports, as well as become a catalyst in resurfacing of input cost pressures. 

We see overall exports falling by 10.3% in a High risk scenario in FY24E vs 

~6% under the Base case. On the inflation front, wholesale price inflation 

can move towards 4-4.25% YoY in FY25E vs our base case estimate of 

3.5%. Soaring transport cost, sluggish business conditions in the EU, and 

China’s overproduction led dumping are emerging as key risks to Indian 

exports in the near term. We expect the impact of the same to be 

pronounced on textiles, electronics, auto components, chemicals, steel, 

machinery, mechanical appliances, and refining products.  

Transit calls in the Red Sea route drop sharply 

Amid ongoing tensions in the Red Sea, the latest data indicates global 

chokepoints at its heart – the Suez Canal, and the Bab-El Mandeb Strait 

– see an increasing number of ships abandoning the route. The total 

transit calls at these two chokepoints, which account for 10% of annual 

average transit calls in petroleum, chemicals, and non-metallic industrial 

products (Source: IMF), have fallen by ~40% until 25 January vs in 

Q4CY23, and lower by 15% since January 2019 (pre-COVID). On the 

other hand, the alternative route through the Cape of Good Hope has 

seen transit calls rise by 37% until 25 January vs Q4CY23. However, the 

rerouting has elongated the transport time, which as per Flexport, is an 

additional 15-20 days.  

Shipping and air freight rates are rising 

The impact on freight rates, in shipping as well as air freight, indicate 

the re-emergence of supply chain disruptions and potential input cost 

pressures. The Shanghai to Los Angeles freight rates have more than 

doubled to USD 4,344/FEU* week ending 25 January 2023 vs USD 

1,939/FEU* at the start of December 2023. The Drewry Air Freight East-

West Index in December 2023 went up by ~20% MoM, which implies 

transporters increasingly favoring certainty over cost savings.  

The impact of these disruptions is evident in the higher readings of our 

Elara Composite Supply Chain Index (ECSCI) (increasing ECSCI implies 

rising supply chain pressures), up 50.2% YoY as on 25 January 2024. The 

Index stands at the highest levels since August 2022. However, the 

recent moderation in the Baltic Dry Index shows, given the global 

manufacturing activity remains muted, a sustained supply-led surge in 

inflation is unlikely as it had been during CY21-22. 

India: watch for inflation & trade risks with the EU 

For India, the key risk stemming from an elongated conflict in the Red 

Sea is likely to be its exports to the EU (23% of overall) as well as on 

crude oil prices. However, since demand remains sluggish, the impact is 

likely to be transient. We cannot rule out a rise toward 4.00-4.25% YoY 

in WPI based on a lead-lag model with our ECSCI vs our existing FY25E 

projection of 3.5% YoY. On the trade front, 80% of exports to the EU 

pass through the Red Sea; in a High-Risk scenario, we estimate overall 

exports to the EU to drop by ~5.1% YoY in FY24 vs 1.8% YoY under our 

Base Case scenario.  

India    31 January 2024 

  

Economics 

Middle East tensions raise geopolitical 
risks 

 

Source: Caldara, Dario, and Matteo Iacoviello (2021), 

Measuring Geopolitical Risk, Working Paper, Board of 
Governors of the Federal Reserve Board, November 2021, 

Elara Securities Research 

Transit calls via Cape of Good Hope spike, 
indicating ships avoiding Red Sea 

 

Source: IMF, Elara Securities Research 

Supply chain disruptions to push up WPI 
inflation in FY25E  

 
Note: estimates from February 2024, Source: CEIC, Elara 

Securities Research. 

 

*FEU = Forty-feet Equivalent Units; a convention to measure 

the size of containers. 
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Potential hit to sectors and exposure to Europe 

Among sectors, we see the impact playing out, primarily 

in textiles (chiefly apparels), chemicals, including 

agrochemicals, refining, especially diesel exports, auto 

components, electronics, precious metals, machinery & 

mechanical appliances, and steel. Sectors, such as steel, 

may be hurt further by over-production in China and 

revival in imports post the Lunar New Year. 

 

Exhibit 1: Exports growth is integrated with the EU 

 

Note: *IFO Business Climate Expectations Index, Banque de France 

Manufacturing Business Survey, EU Commission Economic Sentiment Index 

(Italy). Source: CEIC, Elara Securities Research 
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Exhibit 2: Sector-wise impact  

Textiles SP Apparels (70% exposure to the EU), KPR Mills (25% exposure to the EU) 

Steel JSW Steel one of the key exporters to the EU, likely to take a hit amid China’s dumping impact 

Plastics & 
Piping  

Around 20% CPVC is imported from the EU; this is likely to adversely affect Astral and Supreme Industries. 
Alternative sources are China, Japan and the Lubrizol plant in India 

Electronics Imports include semiconductors, high performance digital equipment, such as sensors and automation 
products. Exports exposure includes companies such as Cummins India (with a 15% exports share) apart from 
Siemens India, ABB India, Hitachi India, and KEI Industries 

Agro 
Chemicals 

Export exposure to the EU as a percentage of revenue include firms, such as Sharda Cropchem (54%), UPL 
(14%), and PI Industries (9%) 

Auto 
Ancillaries 

Exports exposure to the EU as a percentage of revenue include Samvardhana Motherson International (60%), 
Balkrishna Industries (50%), Rolex Rings (50%) CIE Automotive & Apollo Tyres (30%), Endurance Technologies 
(22%), Sona BLW Forgings (20%), Sundram Fasteners (20%), Sansera Engineering (20%), Bharat Forge (15%), 
RK Forgings (15%), Uno Minda (14%) and GNA Axles (13%) 

Refining 
exports 

Around 7% of consolidated revenue is exposed to the EU. Reliance exported all of its diesel to the EU in CY23. 
Imports into the EU from India have declined 30% during 1-17 January vs December 2023 levels 

Pharma Companies with a sizeable exposure to the EU as a percentage of revenue are Marksans Pharma (41%), Divi’s 
Lab (39%), Aurobindo Pharma (26%) and Granules India (23%) 

Chemicals Atul, SRF, Ami Organics, Navin Fluorine, Alkyl Amines are key exporters to the EU 

Source: Elara Securities Research 
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Exhibit 3: EU exports to India 

EU exports to India Average % share in total CY18-19 

Natural or cultured pearls, precious or semi-precious stones, precious metals, metals clad 31.1 

Nuclear reactors, boilers, machinery and mechanical appliances; parts thereof 15.8 

Electrical machinery and equipment and parts thereof; sound recorders and reproducers, televisions. 6.2 

Aircraft, spacecraft, and parts thereof 6.0 

Optical, photographic, cinematographic, measuring, checking, precision, medical or surgical 4.6 

Mineral fuels, mineral oils and products of their distillation; bituminous substances; minerals. 3.7 

Organic chemicals 2.8 

Plastics and articles thereof 2.7 

Iron and steel 2.5 

Source: ITC Trade Map, Elara Securities Research 

Exhibit 4: EU imports from India 

EU imports from India Average % share in total CY18-19 

Organic chemicals 9.0 

Mineral fuels, mineral oils and products of their distillation; bituminous substances; minerals 7.8 

Nuclear reactors, boilers, machinery and mechanical appliances; parts thereof 7.6 

Articles of apparels and clothing accessories, knitted or crocheted 6.1 

Articles of apparels and clothing accessories, not knitted or crocheted 5.9 

Natural or cultured pearls, precious or semi-precious stones, precious metals, metals clad. 5.2 

Electrical machinery and equipment and parts thereof; sound recorders and reproducers, televisions 5.1 

Iron and steel 4.7 

Pharmaceutical products 4.7 

Vehicles other than railway or tramway rolling stock, and parts and accessories thereof 3.6 

Source: ITC Trade Map, Elara Securities Research 

Exhibit 5: India to Europe transit days to almost double via Cape of Good Hope 

 

Source: ports.com, Elara Securities Research

Mundra, IN to Rotterdam, NL
via Red Sea/Suez Canal
7154 nm
20 knots avg speed
15 days

Mundra, IN to Rotterdam, NL
via Cape of Good Hope
12851 nm
20 knots avg speed
27 days
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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.  
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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 va lue, 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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