US-China tariff
truce may narrow
India’sexportedge

ASIT RANJAN MISHRA
New Delhi, 12 May

The United States (US)-China trade truce, fol-
lowing negotiations over the weekend in Geneva,
could erode the tariff advantage Indian exporters
enjoyed after Washington slapped steep import
duties on Chinese goods in April.

The US has agreed to pare back tariffs on
Chinese imports from a combined 145 per cent
to 30 per cent, including a 20 per cent levy on
fentanyl, effective May 14. In return, China will
reduce its tariffs on US goods
to 10 per cent from 125 per
cent. The revised tariff
framework will apply for a
90-day window, the two sides
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Ajay Srivastava, founder of Delhi-based think
tank Global Trade Research Initiative, said that
while US tariffs on Indian goods remained well
below those still levied on Chinese imports, the
once-significant gap that benefited India was
shrinking fast.

“Just months ago, the US imposed duties of
up to 145 per cent on Chinese goods — giving
India a major edge in attracting companies look-
ing to relocate,” Srivastava said. ~ Turn to Page 10>
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US-China deal may intensify competition
for Indian exporters in other markets too

“Now, that edge has narrowed dramat-
ically, with the US and China easing
tensions and bringing tariffs closer to
i parity. For global investors, the mes-
sage is clear: Washington is re-engag-
ing with Beijing,” said GTRI founder
Ajay Srivastava.

S C Ralhan, president of the
Federation of Indian Export
i Organisations (FIEO), said the develop-
¢ ment, though broadly positive for global
trade stability, presented a mixed bag
for Indian exporters. “The reduction in
tariffs will likely result in a surge of US-
China bilateral trade in high-value seg-
ments like electronics, machinery, and
¢ chemicals. This may intensify compe-
tition for Indian exporters in third mar-
kets like Southeast Asia, Africa, and
Latin America, where India has recently
made inroads, capitalising on US-China
trade disruptions. However, India can
i leverage this shift to strengthen exports
in sectors that remain relatively insu-
lated from US-China trade, such as
pharmaceutical APIs, gems & jewellery,
engineering goods, organic chemicals
and information technology (IT)-

¢ enabled services,” he said.

An apparel exporter who did not
wish to be named noted that China had
been priced out of the US market during

last month’s tit-for-tat tariff war. “A truce
means China again becomes competi-
tive in the US market — though we still
have a tariff advantage over it,” the
exporter said.

Another exporter said a quick trade
deal between India and the US could
provide permanent tariff advantage to
Indian exporters in the US market over
its competitors.

Srivastava warned that the latest deal
between the world’s two largest
economies could mark the quiet unrav-
elling of the so-called “China Plus One”
strategy — a diversification push many

multinationals embraced to hedge
against geopolitical risks.

“What this new deal does achieve
is reopening the $660 billion US-China
trade pipeline and easing pressure on
global supply chains,” Srivastava said.
“It lifts some of the most punishing
tariffs and allows trade to flow more
freely again. But there’s a catch. As the
tariff gap narrows, companies that had
shifted production to places like
Vietnam, India or Mexico may return
to China. Ironically, this deal could
undo the very diversification the tariff
war aimed to spark.”



