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India-EU Free Trade Agreement: A Structural Game-Changer for Indian Markets

The conclusion of the Indio-EU Free Trade Agreement (FTA) marks one of the most consequential frade
developments for India in the past two decades. After years of negotiations, India and the European Union—a
bloc of 2/ countries—have agreed on a comprehensive framework that reshapes frade in goods, services,
sustainabillity standards, and digital commerce. Together, the two economies represent a market of nearly 2 billion
consumers, making this agreement not just a diplomatic milestone but a structural economic pivot with long-term
implications for Indian markets.

This FTA arrives at a critical juncture. Global frade is undergoing fragmentation due to geopolitical tensions,
supply-chain re-shoring, and tariff disputes—particularly involving the United States. Against this backdrop, the
Indio—EU deal provides India with a diversified, stable, and rules-based export destination, while offering Europe
deeper access to one of the world’s fastest-growing large economies.

The Scale and Scope of the Agreement

At its core, the Indio—EU FTA is among the most comprehensive frade deals India has ever signed. Nearly 99.5% of
bilateral trade will receive some form of tariff concession over the transition period. For Indian exporters, the most
striking feature is the collapse of EU’'s average tariff on Indian goods from 3.8% to just 0.1% once the agreement is
fully implemented.

For Indian markets, this scale matters because it directly impacts earnings visibility, export competitiveness, and
long-term capital allocation decisions across multiple sectors—far beyond the short-term market narrative.

Impact on Indian Exports and Corporate Earnings
The immediate and medium-term beneficiaries are export-oriented sectors where India already enjoys cost or
scale advanftages:

e Textiles and apparel, which earlier faced EU tariffs of up to 12%, will gain a decisive pricing edge. This
directly benefits clusters in Tamil Nadu, Gujarat, Punjab, and Uttar Pradesh.

° Leather and footwear, long constrained by tariffs near 17%, stand to regain lost market share, improving
capacity utilisation and margins.

° Marine products, chemicals, plastics, rubber, base metals, and gems & jewellery now enter the EU market
at zero duty, sharply improving realisations.

From a market perspective, this tfranslates into structural earnings upgrades rather than cyclical boosts. Companies
with established EU distribution networks are likely to see faster order inflows, better pricing power, and more
predictable cash flows—aqualities equity markets typically reward with valuation re-rating over time.

Industrial Manufacturing: Import Pressure vs Productivity Gains

While much of the discussion focuses on exports, the FTA also opens India to cheaper, high-quality EU industrial
imports. Tariffs on machinery, electrical equipment, chemicals, and pharmaceuticals—some as high as 44%
earlier—will be eliminated or sharply reduced.

For Indian industry, this has a dual impact:
e Short-term competitive pressure on domestic manufacturers with weaker cost structures.
° Long-term productivity gains as access to advanced machinery and inputs lowers production costs and
improves quality standards.

Historically, such frade liberalisation phases have favoured large, well-capitalised Indian firms that can absorb
competition and leverage scale, while weaker players are forced to consolidate or exit. Equity markets tend o
anficipate this by rewarding balance-sheeft strength and penalising inefficient operators.
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Automobiles: A Carefully Conirolled Opening

Automobiles—politically and economically sensitive—have been handled with precision. India has agreed to
reduce import duties on EU vehicles from 110% to 10% over five years, but under a strict annual quota of 250,000
vehicles. Cars priced below €15,000 are excluded, electric vehicles get tariff relief only from year five, and there
are no concessions on CKD Kkifs.

For Indian markets, this signals policy continuity rather than disruption. Domestic auto manufacturers remain
protected in the mass market, while limited competition in the premium segment could push tfechnological
upgrades and brand positioning without destabilising the indusitry.

Agriculture: Liberalisation with Strong Safeguards

Agriculture remains polifically sensitive, and the agreement reflects that reality. While India has agreed to tarift
reductions on select EU agri-food products—such as wines, spirits, olive oil, and processed foods—core staples like
rice, dairy, sugar, beef, and poultry are excluded.

Premium wine tariffs, for instance, will gradually fall from 150% to around 20%, indicating a calibrated opening
aimed at urban consumption rather than mass displacement. For Indian markets, this ensures food inflation risks
remain contained, while niche agri-import segments expand gradually.

Services, Digital Trade, and the New Economy
One of the most under-appreciated aspects of the FTA is services. The EU opens 144 services sub-sectors to Indiq,
while India opens 102 sub-sectors to European firms, including finance, insurance, and maritime services.

For Indian IT, consulting, logistics, and professional services firms, this expands addressable markets beyond goods
exports. Importantly, digital trade rules aim to facilitate cross-border business while preserving data privacy,
security, and public policy autonomy—a key concern for India.

Over time, this supports India’s transition from a goods-heavy exporter to a hybrid goods-and-services export
economy, improving resilience during global demand cycles.

Steel, Carbon Rules, and ESG Implications

The agreement does not grant India an immediate exemption from the EU’s carbon border mechanisms, but if
opens negoftiation channels. A dedicated technical group will help Indian firms measure and verify carbon
footprints, with EU technical and financial support for emission-reduction initiatives.

For capital markets, this accelerates ESG differentiation. Companies that invest early in cleaner production, energy
efficiency, and traceability are likely to gain preferential access and valuation premiums, while laggards may face
rising compliance costs.

State-Level and Macro Impact

The FTA's benefits are geographically broad-based. Export-oriented states—Gujarat, Maharashtra, Tamil Nadu,
Karnataka, Punjab, West Bengal, Andhra Pradesh, and Keralo—stand to gain disproportionately. The agreement is
estimated to unlock %6.4 lakh crore of export opportunities for Indian states over fime.

At the macro level, stronger exports help:
° Narrow the current account deficit
° Stabilise the rupee over cycles
° Reduce India’s dependence on a narrow set of frade partners

These are macro positives that lower risk premiums for Indian assets.
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Market Outlook: Structural Positive, Tactical Caution
For Indian markets, the India-EU FTA is structurally bullish. It improves earnings visibility, diversifies export risk, and
aligns India with a high-income consumption bloc. However, the benefits will accrue gradually, not overnight.

In the near term, markets are likely to remain selective—rewarding exporters, manufacturers with scale, and
ESG-ready companies, while punishing inefficiency. Over the medium to long term, the agreement strengthens

India’s investment narrative as a rules-based, globally integrated economy.

Conclusion

The Indio-EU Free Trade Agreement is not just a frade pact—it is a strategic reset. It embeds India deeper into
global value chains, enhances export competitiveness, and nudges domestic industry toward higher productivity
and sustainability. For Indian markets, this represents a long-cycle growth driver, one that may not dominate daily
headlines but will quietly shape earnings, valuations, and capital flows for years o come.

Index Performance
e L Fee T tWesk LT Horth S Monihs i Morihs _Year _

Nifty 50 25048.65 0.28 -2.76 -2.52 2.69 ?.89
Nifty Bank 58473.10 0.89 0.66 2.23 6.66 21.40
Nifty Auto 26804.55 -1.40 -3.98 -1.25 13.17 19.00
Nifty Fin. Services 26821.35 0.96 -0.51 -0.56 2.76 19.37
Nifty FMCG 51662.05 -1.39 -8.16 -10.03 -9.80 -8.57
Nifty IT 38238.50 1.30 0.53 /.18 11.07 -7.97
Nifty Media 1351.55 0.32 -4.62 -12.87 -15.99 -12.15
Nifty Metal 11477.80 5.59 11.95 12.58 32.70 48.07
Nifty Pharma 21722.25 0.39 -4.03 -2.83 -1.56 4.19
Nifty Private Bank 28001.95 0.65 -0.03 0.29 5.29 17.99
Nifty PSU Bank 8781.056 2.45 8.47 11.6] 32.79 45.12
Nifty Realty /56.35 -3.61 -13.38 -20.09 -15.21 -11.94
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This Report is prepared and distributed by Kedia Stocks & Commodities Research Pvt Ltd. for
InNformation purposes only. The recommendations, if any, made herein are expressions of views
and/or opinions and should not be deemed or consfrued to be neither advice for the purpose of
purchase or sale through KSCRPL nor any solicitation or offering of any investment /trading
opportunity. These information/opinions/ views are not meant to serve as a professional investment
guide for the readers. No action is solicited based upon the information provided herein. Recipients
of this Report should rely on information/data arising out of their own investigations. Readers are
advised to seek independent professional advice and arrive at an informed trading/investment
decision before executing any trades or making any investments. This Report has been prepared on
the basis of publicly available information, intfernally developed data and other sources believed by
KSCRPL to be reliable. KSCRPL or its directors, employees, affiliates or representatives do not assume
any responsibility for or warrant the accuracy, completeness, adequacy and reliability of such
Information/opinions/ views. While due care has been taken to ensure that the disclosures and
opinions given are fair and reasonable, none of the directors, employees, affiliates or
representatives of KSCRPL shall be liable for any direct, indirect, special, incidental, conseqguential,
punitive or exemplary damages, including lost profits arising in any way whatsoever from the
InNformation/opinions/views contained in this Report. The possession, circulation and/or distribution of
this Report may be restricted or regulated in certain jurisdictions by appropriate laws. No action has
been or will be taken by KSCRPL in any jurisdiction (other than India), where any action for such
purpose (s) is required. Accordingly, this Report shall not be possessed, circulated and/ or distributed
IN any such country or jurisdiction unless such action is in compliance with all applicable laws and
regulations of such country or jurisdiction. KSCRPL requires such a recipient to inform himself about
and to observe any restrictions at his own expense, without any liability to KSCRPL. Any dispute
arising out of this Report shall be subject to the exclusive jurisdiction of the Courts in India.




