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Sharp acceleration in imports

SUMMARY

India Economics: Trade
India’s trade deficit expanded to US$ 15.7bn in Dec’20 from US$ 9.9bn in
Nov’20 as imports bounced back by 7.6% (26-month high), led by gold
imports. Non-oil-non-gold imports too improved to a 26-month high at 7.9%
in Dec’20 led by electronics and edible oils. Exports fell by only 0.8%. Pharma
and chemical exports held-up. Exports are likely to see gradual recovery as
lockdowns are lifted in most parts of world. Imports will continue to inch up as
domestic activity improves. Foreign inflows and weak US$ will support INR.
Click here for the full report.
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Sharp acceleration in imports
India’s trade deficit expanded to US$ 15.7bn in Dec’20 from US$ 9.9bn in
Nov’20 as imports bounced back by 7.6% (26-month high), led by gold
imports. Non-oil-non-gold imports too improved to a 26-month high at 7.9%
in Dec’20 led by electronics and edible oils. Exports fell by only 0.8%. Pharma
and chemical exports held-up. Exports are likely to see gradual recovery as
lockdowns are lifted in most parts of world. Imports will continue to inch up as
domestic activity improves. Foreign inflows and weak US$ will support INR.
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Exports recovering: Preliminary data shows that contraction in export growth
eased sharply to only 0.8% in Dec’20 compared with a drop of 8.7% in Nov’20.
The improvement was led by uptick in pharma products (17.4% versus 11.1% in
Nov’20), chemicals (10.7% versus drop of 8.1%) and electronic goods (16.4%
versus 1%). Exports of gems and jewellery also rose. However, textile (15.1%
drop) and oil (40.5% drop) exports fell the most, dragging the headline print
down. Exports declined by 4.8% in Q3FY21 compared with 5.3% decline in Q2
and 15.5% dip in FYTD21.

KEY HIGHLIGHTS

Imports rise sharply: India’s imports rose by 7.6% in Dec’20 (US$ 42.6bn),
highest pace in 26-months, after contracting by 13.5% in Nov’20. This was led
by 81.8% jump in gold imports versus 2.6% in Nov’20. Oil imports contracted
at a slower pace of 10.3% versus a decline of 43.4% in Nov’20 led by higher oil
prices (14.2% MoM increase in Dec’20). Non-oil-non-gold imports rose at the
fastest pace since Oct’18 at 7.9% compared with a decline of 1.7% in Nov’20.
The increase in non-oil-non-gold imports was broad-based and coincides with
a recovery domestic in economic activity. Electronics (20.9%) and vegetable
oils (43.5%) saw the highest increase. On the other hand, imports of transport
equipment declined by 32.1% suggesting continued weakness in capital imports.
Trade deficit expands: India’s trade deficit rose to an 18-month high of US$
15.7bn in Dec’20 from US$ 9.9bnin Nov’20. With a drop in Covid-19 cases
domestically (0.78mn monthly increase in Dec’20 versus 1.2mn in Nov’20)
and the consequent improvement in domestic economic activity, imports
picked up. This trend is likely to continue even in Q4FY21. However, India’s
external position continues to remain comfortable as trade deficit in FYTD21 at
US$ 58.4bn is much lower than US$ 125.9bn in FYTD20. Apart from this,
buoyant foreign inflows as well as stable services and transfer receipts are also
supportive of INR.
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 Exports contract by 0.8% in Dec’20 compared
with a decline of 8.7% in Nov’20.
 Imports increase by 7.6% in Dec’20 versus a
decline of 13.5% in Nov’20.
 Trade deficit rises to US$ 15.7bn in Dec’20
from US$ 9.9bn in Nov’20.
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BUY – Expected return >+15%
ADD – Expected return from >+5% to +15%
REDUCE – Expected return from -5% to +5%
SELL – Expected return <-5%
Note: Recommendation structure changed with effect from 1 January 2018 (Hold rating discontinued and replaced by Add / Reduce)
Rating distribution
As of 31 December 2020, out of 88 rated stocks in the BOB Capital Markets Limited (BOBCAPS) coverage universe, 43 have BUY ratings, 14 have ADD ratings,
6 are rated REDUCE and 25 are rated SELL. None of these companies have been investment banking clients in the last 12 months.
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in this report accurately reflect his/her personal views about the subject company or companies and its or their securities, and (2) no part of his/her compensation was,
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not associated persons of BOBCAPS.
Important disclosures
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General disclaimers
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20 November 2017.
BOBCAPS prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives of
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or take into account the particular investment objectives, financial situations, or needs of individual clients. Before acting on any advice or recommendation in this
material, clients should consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice.
The price and value of the investments referred to in this material and the income from them may go down as well as up, and investors may realize losses on any
investments. Past performance is not a guide for future performance, future returns are not guaranteed and a loss of original capital may occur. BOBCAPS does not
provide tax advice to its clients, and all investors are strongly advised to consult with their tax advisers regarding any potential investment in certain transactions —
including those involving futures, options, and other derivatives as well as non-investment-grade securities —that give rise to substantial risk and are not suitable for all
investors. The material is based on information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied on as such.
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currencies, effectively assume currency risk. In addition, options involve risks and are not suitable for all investors. Please ensure that you have read and understood the
Risk disclosure document before entering into any derivative transactions.
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