Apple plans to source majority of iPhones from India by 2026 amid tariff pressures
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Apple is accelerating its strategic shift of iPhone production from China to India as a maneuver to navigate the complex landscape of U.S.-China trade tensions and associated tariffs. This move aims to reduce the financial impact of U.S. tariffs on Chinese imports, helping Apple maintain competitive pricing in its largest market. The company is reportedly planning to source the majority of iPhones sold in the U.S.—more than 60 million annually—from India by the end of 2026, a transition that entails more than doubling assembly capacity in Indian factories. This initiative reflects Apple’s broader effort to diversify its supply chain amid geopolitical uncertainties.
Apple's decision aligns with actions taken by its major Indian suppliers, such as Foxconn and Tata, which have ramped up production in India to support U.S. market demands. Recent data shows Indian-made smartphone exports to the U.S. surged by 240% year-over-year in the second quarter of 2025, making India the top producer of smartphones for the U.S. market for the first time. Meanwhile, the share of U.S. smartphone imports assembled in China dropped sharply from 61% to 25%. Despite this shift, Apple’s overall iPhone shipments declined by 11% in that quarter, contrasting with Samsung’s 38% increase, illustrating a competitive yet challenging market.
The backdrop to this production realignment is the tariff policy introduced under former President Donald Trump, who imposed a 25% tariff on foreign-made iPhones sourced from China. This tariff prompted Apple’s shift toward India, where lower labour costs, government incentives, and an expanding local supply chain provide a more cost-effective alternative. Although the Trump administration also announced a 25% tariff on Indian imports effective August 1, 2025, analysts contend its direct impact on Apple’s Indian operations will be limited. Electronics including iPhones produced in India were initially exempted from these tariffs, and experts suggest that any increased costs could be absorbed by Apple or passed on incrementally to consumers rather than derailing India-based production plans. Industry insiders interpret the tariffs as more of a negotiation tactic than a substantive impediment to Apple’s supply chain strategy.
Financially, Apple is showing resilience despite these headwinds. In its fiscal third quarter, the company reported record-breaking iPhone revenue of $44.6 billion, marking a 13% year-over-year increase, contributing to a total quarterly revenue of $94 billion—a 10% rise and a new June quarter record. CEO Tim Cook attributed this success to strong demand for the iPhone 16 and highlighted that only a modest portion of growth was due to consumers making early purchases in anticipation of tariff-related price increases. Nonetheless, Apple estimates tariff-related costs added $800 million to the quarter, with an anticipated $1.1 billion in expenses for the next quarter as production increasingly shifts outside China.
While shifting production is mitigating tariff impacts, Apple’s broader supply chain and market challenges remain multifaceted. The U.S. smartphone market continues to show sluggish growth—just 1% year-on-year in Q2 2025—reflecting a strained economic environment and a disconnect between shipments and actual consumer purchases. Additionally, Apple faces intensified competition in China, where rivals like Honor are launching AI-powered smartphones. Apple’s AI initiatives, including upcoming personalised Siri features scheduled for 2026, have been criticised as lagging, raising concerns about the company’s ability to keep pace in this emergent technology space.
Geopolitical complexities further cloud the landscape. Former President Trump’s criticism of India as a “dead economy” and the imposition of tariffs exacerbate tensions, although trade between the U.S. and India remains substantial at $129 billion in 2024. India’s historical ties with Russia in defence and energy, combined with ongoing trade negotiations over market access, add to the uncertainty. Despite these strains, Apple’s strategy to decentralise production away from China and build capabilities in India—along with significant investments in U.S. manufacturing, including $500 billion in facilities and chip production across 12 states—reflects a long-term vision to navigate global trade risks.
In sum, Apple’s transition of iPhone production to India represents a significant adjustment in global supply chain dynamics prompted by trade tariffs and geopolitical challenges. While short-term hurdles like tariffs and market competition persist, the company’s robust financial performance and commitment to expanding production capabilities both abroad and domestically suggest a careful balancing act designed to maintain its position as a global technology leader.
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