Indian exporters face $5.76bn hit from US tariffs but eye growth in niche sectors
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In the ever-evolving arena of global trade, Indian exporters find themselves at a critical juncture, navigating through significant geopolitical shifts and economic uncertainties. Recent insights released by Dun & Bradstreet India in their report, ‘Navigating the Fault Lines of Global Trade: An Indian Perspective,’ highlight the pressing need for businesses to adapt strategies in response to these changes.
The backdrop of this report is a landscape marked by heightened global tensions, particularly following U.S. tariff actions that have altered trade dynamics profoundly. According to the report, out of 3,934 product lines that India exports to the U.S., over 3,100 now incur a flat tariff of 10%, while 343 products face an even steeper levy of 25%. The impact of such tariffs is particularly pronounced in sectors like iron and steel, machinery, textiles, and chemicals, which historically account for a substantial portion of Indian exports.
The urgency for Indian exporters to recalibrate strategies is underscored by projections anticipating a staggering decline of $5.76 billion in India's merchandise exports to the United States in 2025, driven primarily by these tariffs. Key sectors such as electronics, seafood, and gold are expected to suffer the most, with declines forecasted at around 20% for seafood and over 15% for diamonds and gold products. While some export segments may maintain competitive advantages, the overwhelming trend suggests a challenging period ahead.
Despite these challenges, Dun & Bradstreet’s report also identifies potential opportunities within this tumultuous landscape. It highlights 360 high-potential products where India could expand its footprint in the U.S. market, particularly in specialty chemicals, pharmaceuticals, home textiles, and industrial components. This duality of risk and opportunity requires Indian businesses to adopt smart product strategies that categorise offerings into “Sweet Spots,” “High Risk–High Reward,” “Margin Traps,” and “Non-Core” zones. Such a classification allows companies to focus their resources more effectively, prioritising products that promise the best balance of risk and reward.
Speaking to the economic implications, Arun Singh, Global Chief Economist at Dun & Bradstreet, remarked, “This marks an important shift in the global trade landscape. India is at a point where thoughtful, strategic steps can help turn current global changes into long-term success.” His assertion emphasises the necessity for exporters to leverage evolving trade dynamics strategically, particularly as supply chains diversify and market landscapes shift.
Moreover, this reshuffling of trading relationships and practices has been a response to the ongoing geopolitical tensions—notably between India and Pakistan. Following a brief ceasefire, the focus in India has shifted back to trade, with negotiations aimed at preventing proposed U.S. tariffs from coming into effect. India's engagement with the U.S. regarding these tariffs reflects an urgent need to balance domestic policy with international pressures, as industries brace for the impacts of increased costs.
In addition to tariffs, the challenges are compounded by shifts in market demand. India's diamond processing industry, which accounts for 90% of global diamond processing, has faced the most significant downturn in nearly two decades. Exports of cut and polished diamonds plunged by 16.8% in the latest fiscal year, attributed to waning demand from major markets such as the U.S. and China. Industry insiders report severe financial pressures, prompting significant revenue declines and job losses, reflecting a broader malaise affecting the export sector as a whole.
As Indian exporters grapple with these compounding factors, diversification of markets becomes a key strategy. The focus is shifting towards enhancing value in exports, moving from raw materials to high-value finished goods. This transition not only bolsters earnings but also aids in mitigating the adverse impacts of tariff hikes, ensuring that Indian goods remain competitive internationally.
In summary, while Indian exporters face formidable challenges in light of increasing tariffs and shifting demand, the opportunity to carve out a stronger presence in specific sectors remains. The insights from Dun & Bradstreet serve as both a cautionary tale and a roadmap, encouraging businesses to adopt proactive strategies that blend risk management with market expansion, thereby positioning themselves for sustained success in an unpredictable global trade landscape. 
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