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🎤
INTERVIEW ANGLE

"India's FY26 merchandise exports of USD 441.78 billion are only marginally higher than FY25,
with March exports to West Asia collapsing 57.95% due to the Iran-Lebanon crisis and Strait of
Hormuz disruption. The editorial argues elevated Brent crude (~USD 95.8) and India's crude
basket near USD 110/barrel will widen the Current Account Deficit, posing financing
challenges. Can India navigate the trade-CAD-rupee triangle?"

Source: Original editorial ↗ The Indian Express

EDITORIAL SUMMARY

Indian Express examines India’s FY26 merchandise exports of USD 441.78 billion (marginally above FY25),

with March exports to West Asia collapsing 57.95% YoY. Brent crude near USD 95.8 and India’s crude basket

near USD 110/barrel will widen CAD and pressure the rupee. The editorial calls for SPR activation, export

diversification, FTA acceleration, calibrated RBI stance, and trade finance support for MSMEs.
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FY26 TRADE SNAPSHOT

INDICATOR FY 2025-26

Total merchandise exports USD 441.78 billion

Change vs FY25 Marginal growth

March 2026 West Asia exports -57.95% YoY

Brent crude (Q1 2026) ~USD 95.8/barrel

India crude basket ~USD 110/barrel

Union Budget crude assumption ~USD 75/barrel

EACH USD 10/BARREL SUSTAINED CRUDE RISE → ~USD 12-15B ADDITIONAL
IMPORT BILL

CHANNEL IMPACT

Crude oil import bill Direct widening of CAD

Rupee depreciation pressure Higher dollar demand

Edible oil + electronics + capital goods Imported inflation cascade

Domestic fuel prices CPI inflation + transport costs
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POLICY RESPONSE PILLARS

PILLAR ACTION

SPR Activation Release 2-3 million barrels to dampen price transmission

Export Diversification Africa, Latin America, ASEAN as alternative markets

FTA Leverage Accelerate India-EU, India-Oman, India-GCC negotiations

Service Exports Strengthen IT services, professional services

RBI Stance Hold repo at 6.5% with explicit forward guidance

Trade Finance ECGC export credit; Exim Bank lines for affected MSMEs

UPSC RELEVANCE

PAPER ANGLE

GS3 —

Economy

Trade balance; CAD; rupee; SPR; FTA strategy; oil price transmission

GS2 — IR West Asia conflict; US trade policy; Strait of Hormuz; alternative markets

GS3 —

Economy

RBI monetary policy; inflation targeting; forex reserve management

GS3 —

Economy

MSME exports; labour-intensive sectors; export credit; ECGC

Mains

Keywords

India FY26 exports, USD 441.78 billion, West Asia collapse, Strait of Hormuz, Brent crude USD 95.8,

India crude basket USD 110, CAD, RBI repo rate 6.5%, SPR activation, FTA acceleration, Trump 2.0

reciprocal tariffs

K E Y  A R G U M E N T S  A T  A  G L A N C E

India’'s FY26 merchandise exports of USD 441.78 billion — only
marginally above FY25 — reflect a difficult external environment
combining the West Asia conflict (Iran-Israel- Lebanon), the Strait
of Hormuz disruption, US reciprocal tariff policy under Trump 2.0,

and continuing Russia-Ukraine economic effects; with crude oil
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✓ SUPPORTING

⚠ COUNTER

Marginal export growth in a turbulent year is itself an achievement — many comparable
economies saw export contractions. India’'s services exports continue to grow strongly (IT
services, professional services, business services), partially offsetting goods weakness.
The CAD widening is manageable given India’'s USD 700+ billion forex reserves. The rupee
depreciation is moderate compared to many emerging markets.
Russian crude discounts continue to provide some import bill relief.

→ WAY FORWARD

import bills surging and labour-intensive sectors (gems, textiles,
leather) declining, India faces a widening Current Account Deficit

(CAD) that will pressure the rupee and require coordinated
monetary-fiscal-trade policy responses.

India’'s FY26 merchandise exports — USD 441.78 billion — were only marginally above
FY25 levels, reflecting the cumulative impact of multiple external shocks. March 2026
exports to West Asia collapsed 57.95% YoY as Strait of Hormuz disruption, port closures,
and shipping risk premiums made trade routes economically unviable for sectors with
thin margins.

Brent crude prices have stayed elevated around USD 95.8/barrel through Q1 2026;
India’‘s crude basket is near USD 110/barrel — significantly above the Union Budget
assumption (~USD 75/barrel). Each USD 10/barrel rise adds approximately USD 12-15
billion to India’'s annual import bill, directly widening CAD.

Labour-intensive export sectors fared poorly — gems and jewellery declined; textiles
faced both demand weakness and Bangladeshi competition; leather struggled with
compliance costs. These sectors employ millions of workers and are critical for
employment generation, making their export performance an employment-policy issue.

US reciprocal tariffs under the Trump 2.0 administration (April 2025 onwards) have
imposed duties on Indian exports to the US — affecting steel, aluminium, automotive
parts, and various manufactured goods. India’'s response has been calibrated — counter-
tariffs in some categories, alternative-market diversification, and ongoing diplomatic
engagement.
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Six-pillar response framework: (1) Strategic Petroleum Reserve activation — release 2-3
million barrels to dampen price transmission to domestic fuel; (2) Export diversification
acceleration — Africa, Latin America, ASEAN as alternative markets to West Asia and US;
(3) Free trade agreement leverage — accelerate India-EU, India-Oman, India-GCC
negotiations to lock in preferential market access; (4) Service export support —
strengthen IT services and emerging service export categories (legal, accounting,
healthcare); (5) RBI calibrated stance — hold repo rate at current 6.5% with explicit
forward guidance, intervene in forex markets to manage rupee volatility; (6) Trade finance
support — ECGC export credit guarantees and Exim Bank lines for affected MSME
exporters.

🧠
PRACTICE TODAY’S QUIZ

Take the 17 April 2026 Quiz →

✍️ MAINS ANSWER FRAMEWORK

QUESTION

India's FY26 trade data reflects the impact of multiple external shocks — West Asia conflict, Strait of

Hormuz disruption, US reciprocal tariffs. Critically examine the trade performance and suggest
macroeconomic policy responses. (250 words)

INTRODUCTION

India’‘s FY 2025-26 merchandise export performance — USD 441.78 billion, only marginally above FY25
— reflects the cumulative impact of multiple external shocks: the West Asia conflict (Iran-Israel-

Lebanon), Strait of Hormuz disruption, US reciprocal tariffs under the Trump 2.0 administration, and
continuing Russia-Ukraine economic effects. The Indian Express editorial of April 17, 2026, argues that

elevated crude prices and a widening Current Account Deficit pose macroeconomic financing
challenges that will test India’'s monetary-fiscal-trade policy coordination.

BODY

The FY26 export breakdown: India’‘s total merchandise exports for FY26 reached USD 441.78 billion

— only marginally above FY25 levels. The headline number masks significant regional and sectoral
divergences. March 2026 collapse in West Asia exports — 57.95% YoY — reflects the operational

impact of Strait of Hormuz disruption, port closures, and shipping risk premiums that made trade routes
economically unviable for thin-margin sectors. The crude oil channel: Brent crude prices stayed

elevated around USD 95.8/barrel through Q1 2026; India’'s crude basket near USD 110/barrel is
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significantly above the Union Budget 2026-27 assumption of ~USD 75/barrel.

Each USD 10/barrel sustained increase adds approximately USD 12-15 billion to India’‘s annual oil
import bill — directly widening the Current Account Deficit. Labour-intensive sector

underperformance: Gems & jewellery declined; textiles faced both global demand weakness and
competitive pressure from Bangladesh and Vietnam; leather struggled with compliance costs and

commodity price volatility. These sectors employ millions of workers and are critical for employment
generation, making their performance an employment-policy concern, not just a trade statistic. The US

tariff dimension: The Trump 2.0 administration’'s reciprocal tariff policy (effective from April 2025) has
imposed duties on Indian exports — particularly steel, aluminium, automotive parts, and various

manufactured goods.
India’'s response has been calibrated — counter-tariffs in some categories, alternative-market

diversification, ongoing diplomatic engagement. The CAD-rupee linkage: A widening CAD pressures
the rupee through higher dollar demand. Rupee depreciation makes all imports (including crude, edible

oils, electronics components, capital goods) more expensive — a second-round inflation channel.
The 2012-13 twin-deficit episode demonstrated how this can spiral into financing stress. India’'s USD

700+ billion forex reserves provide buffer but require careful management.

CONCLUSION

The FY26 trade data does not warrant panic — the economy has navigated a difficult external
environment with marginal export growth and continued services strength. But it demands proactive

coordination: SPR activation to dampen domestic fuel price transmission; export diversification toward
Africa, Latin America, ASEAN; FTA acceleration (India-EU, India-Oman, India-GCC); service export

support; calibrated RBI monetary stance; and ECGC/Exim Bank trade finance for affected MSMEs.
India’'s macroeconomic stability framework — built on inflation targeting, fiscal discipline, and reserve

adequacy — is being tested. The next 6-12 months will determine whether coordinated policy can
convert this turbulent year into a manageable transition or whether it tips into a financing crisis

requiring sharper adjustments.
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