
Trade deficit hits 
1-yr low; exports, 
imports contract 

SHREYA NANDI 

New Delhi, 15 February 

I
ndia’s trade deficit in January hit its 
lowest in a year at $17.75 billion, as both 
merchandise exports and imports con-
tracted for the second consecutive month 

amid tepid external demand and a sharp 
decline in gold imports. 

Merchandise exports dropped 6.5 per cent 
year-on-year (YoY) to $32.91 billion last month 
following a slowdown in demand from key 
developed economies due to monetary policy 
tightening and high inflation, data released by 
the commerce and industry ministry showed 
on Wednesday. On a sequential basis, the 
decline was 4.5 per cent. 

Imports contracted 3.6 per cent YoY to 
$50.66 billion. The decline was sharper on a 
sequential basis at 13 per cent. This was due to 
a combination of factors such as the govern-
ment’s curbs on non-essential imports, weak 
domestic demand, and easing commodity 
prices. Turn to Page 6 > 

DECLINING TREND  
India's merchandise trade

(in $ bn)

Exports dropped in 19 of  
30 sectors in January

Trade balance (in $ bn)
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Trade deficit... 
Gold imports, which signifi-

cantly contribute to the wide-
ning of the current account def-
icit (CAD), declined 70.7 per 
cent to $697 million. Amid ris-
ing risks to external demand, 
the government is concerned 

about the CAD, bringing the 
focus back on curbing non-
essential imports such as gold. 

Commerce Secretary Sunil 
Barthwal, however, said a drop 
in imports was a “good signal”. 
It indicated that the ‘Make in 
India’ programme was suc-
ceeding, he added. 

During the April-January 
period, exports grew 8.5 per 
cent to $369.25 billion, 
while imports rose 
21 per cent to 
$602.20 billion 
on a cumu-
lative basis. 
Barthwal 
told 
reporters 
that the 
govern-
ment was 
optimistic 
that the cumu-
lative growth 
momentum would 
continue despite strong 
global headwinds.  

“The overall export growth 
(merchandise plus services) in 
the current financial year is 
about 17.33 per cent. The main 
engine behind this export 
growth is the services sector, 
which has been growing at a 
historically high growth rate of 
about 30 per cent,” he said. 

Aditi Nayar, chief econ-
omist at ICRA, said the lower 
oil import bill sequentially had 
pulled down the trade deficit. 
“This will help in reducing the 
current account deficit in the 
March quarter. We believed 
that while the CAD peaked in 
Q2 (July-September), it is 
expected to moderate sequen-

tially in Q3 (October-
December) and Q4 (January-
March),” she added. 

India’s merchandise 
exports witnessed annual con-
traction in 19 out of 30 sectors 
in January. Key export items 
that witnessed a decline in 
January include gems and jew-
ellery (19.28 per cent), drugs 
and pharmaceuticals (2.62 per 

cent), chemicals (4.57 per 
cent), engineering 

goods (9.8 per cent) 
and readymade 

garments (3.48 
per cent).  

Among 
sectors that 
experienced 
growth 
include elec-

tronic goods 
(55.54 per cent) 

and petroleum 
products (8 per 

cent). 
Non-petroleum and non-

gems and jewellery exports, 
also known as core exports, fell 
8.12 per cent in January to 
$25.35 billion. Core imports 
contracted nearly 4 per cent to 
$33.56 billion. 

A Sakthivel, president of the 
Federation of Indian Export 
Organisations (FIEO), said that 
though the coming months are 
going to be challenging,  
unless both global economic 
growth and geopolitical situ-
ation improves drastically. 
“However, we will be on course 
to cross the previous year’s 
export target quite easily, 
touching almost $440-445 bil-
lion with growth of over 4-5 per 
cent this fiscal year,” he added.
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Govt may slash 
fuel, maize tax 
to cool inflation
REUTERS 
Mumbai / New Delhi, 15 February 

The government could consider reduc-
ing taxes on some items such as maize 
and fuel in response to the central bank’s 
recommendations to help rein in climb-
ing retail inflation, two sources with 
knowledge of the discussions told 
Reuters. However, a decision will only 
be taken after the release of February 
inflation data, one of the sources said. 

The annual retail inflation rate rose 
to 6.52 per cent in January from 5.72 per 
centin December, data showed this 
week. “Food inflation is likely to stay 
high, prices of milk, maize and soy oil 
are adding to inflation worries in the 
near-term,” a senior source familiar with 
the central bank’s and government’s 
thinking on the matter said. 

“The government is looking at cut-
ting import duties on products like 
maize, which attract a 60 per centbasic 
duty, while taxes on fuel could also be 
reduced again,” the source added. 

The finance ministry and Reserve 
Bank of India (RBI) did not immediately 
respond to Reuters’ queries. 

Though global crude oil prices have 
eased and stabilised in recent months, 
fuel companies have not passed on the 
lower import costs to consumers or  
companies trying to make up for pre-
vious losses. India imports more than 
two-thirds of its oil requirements. 

A cut in taxes by the government 
could push pump operators to pass on 
the benefits to retail consumers and help 

bring down inflation. January’s retail 
inflation was above the RBI’s upper tar-
get limit of 6per cent for the first time 
since October and much higher than an 
estimate of 5.9 per cent in a Reuters poll 
of 44 analysts. “We have some recom-
mendations from them (central bank) 
which is a usual practice,” a second 
source said. “This has been one of the 
ways in which government and RBI has 
coordinated to create a stable macroeco-
nomic environment. Fuel and maize are 
part of duties. We will probably wait for 
at least one more print before we decide 
on these,” he added. “The RBI’s decision 
and stance remains vindicated by this 
number and it would be fair to surmise 
that if inflation remains above the 6 per 
cent mark in the next couple of months, 
there could be a further rate hike con-
sidered,” Madan Sabnavis, chief econ-
omist at Bank of Baroda said in a note, 
though he added that the probability of 
a hike was low. 

~ trade off to a 
slow start, faces 
teething troubles
SHREYA NANDI 
New Delhi, 15 February 

Even as several private and pub-
lic sector banks have opened spe-
cial rupee vostro accounts to 
facilitate overseas trade in rupee, 
the mechanism has started off 
only on a brief scale, a senior gov-
ernment official said. 

“This is a new initiative, there 
are teething troubles relating to 
the exchange rate mechanism, 
the repatriation of money. So, it 
has not fully taken off. But there 
are isolated instances of some 
cases where banks have started 
it,” Director General of Foreign 
Trade (DGFT) Santosh Kumar 
Sarangi said, adding that there 
are exporters in Jaipur and other 
places who have started the 
rupee trade. 

“But we are constantly in 
touch with the banks, the  
RBI and our exporters to ensure 
that it gradually takes off," 
Sarangi said. 

“Over and above this, all the 
banks have been told to identify 
a nodal officer, who will sort out 
issues pertaining to special vos-
tro accounts…accordingly all 
major banks have listed nodal 
officers and the list has been 
shared with all the export promo-
tion councils,” he added. 

As of now, there are 20 banks 
that have opened a special rupee 
vostro account.  

Several banks from Russia 
have approached authorised 
dealer (AD) banks in India such 
as HDFC Bank, UCO Bank, Axis 
Bank, IndusInd Bank, Yes Bank, 
among others for opening special 
rupee vostro accounts.  

A cut in taxes could push pump 
operators to pass on the benefits to 
retail consumers

India is not a zero-sum game, 
says HUL chief Sanjiv Mehta
New distribution formats are gaining 
ground. Supply chains are getting 
digitised. How do you see the distribution 
of FMCG products playing out?  
The contribution of mom-and-pop stores 
will come down from 75 per cent, but will 
remain the most dominant channel even 
after a decade, and in a highly digitised 
form. 

We are clear that the bulk of our dis-
tribution will happen through our net-
work, and other channels will comple-
ment our distribution. It will not replace 
our distribution network. We will have 
different products for different channels 
to ensure minimal overlap. It is in our 
interests to strengthen our distribution 
network. 

What has led HUL to hike the royalty to 
Unilever at this point in time? 
One is the royalty fee on trademark and 
technology use; the other component is 
service fee.  The service fee is for services 
rendered to us by Unilever.  

Unilever is a €60-billion business 
with high purchasing power. 
Very often, we entrust 
Unilever to get us better rates 
in areas like procurement. We 
also get access to the capabil-
ities and expertise Unilever 
develops globally in areas like 
supply chain and marketing. 

If we don’t pay Unilever, we will have 
to set up our own expertise centres. But 
that might still not get us a competitive 
edge. 

The royalty fee for trademark gives us 
the right to use an extensive portfolio of 

Unilever-owned brands and 
the corporate logo. The roy-
alty for technology use gives 
us access to the best-in-class 
technology and innovation 
wherewithal. 

We have three research 
and development (R&D) centres in India. 
When you look at our profit and loss, the 
R&D expenses are low.  

This is because much of the R&D 
expense goes back to Unilever but comes 
back to us as royalty. 

One of the pillars our organisation has 

grown on is access to cutting-edge inno-
vation and technology. The old effective 
rate of both the brand and technology 
royalty, as well as service fee, was 2.65 per 
cent. This is going up by an 80-basis 
point (bp) spread over three years. But 
are we getting any value for it? The 
answer is an unequivocal yes. These costs 
give us a massive competitive edge in the 
marketplace. This is why we remain the 
pre-eminent consumer goods company 
in the country. I say these costs are for 
the benefit of all our shareholders, not 
just for Unilever. Regardless, our over-
head costs today are best among the peer 
group. 

What is the impact of a higher royalty 
payout in the near term for HUL? 
At the start of the earlier decade, the roy-
alty and service fees had effectively gone 
up by about 135 bps. 

During this period, our margins 
increased 1,000 bps. Through saving on 
cost, a better mix through our premium-
isation programme or our market devel-
opment thrust, we were able to cover the 
cost.   

Reliance Retail recently announced its 
entry into the FMCG space. How will 
this increase competition in the sector?  
India is not a zero-sum game. It is a big 
enough market for multiple players. The 
runway to grow is massive — not just for 
us, but for many players. A good com-
petitor always brings out the best in HUL. 

Our quest is to build great brands, 
based on product superiority, technology, 
and R&D. 

Bad actors likely to re-enter digital 
lending despite govt ban, say experts
SOURABH LELE 
New Delhi, 15 February 

Even as the government has blocked 
a bulk of non-compliant online lend-
ing apps, this may not be the endgame 
for bad actors in the digital lending 
space, according to experts. 

They believe that the system lacked 
stringent entry-level checks and due 
diligence norms for these apps. 

On February 5, the ministry of elec-
tronics and information technology 
(MeitY) issued blocking orders against 
138 betting and 94 loan apps, stating 
“links with China”. It alleged “involve-
ment in money laundering” and pos-
ing a “threat to financial security.” 

The ministry later revoked the 
blocking orders for some of the 
affected apps after reviewing basic 
documents related to registration with 
the Reserve Bank of India (RBI), data 
localisation, KYC process and griev-
ance redress, among others. 

The RBI has finalised a ‘whitelist’ 
of digital lending apps, and only these 
apps would be allowed to be listed on 
app stores. According to the finance 
ministry, the government has already 
shared the list of apps with the respec-
tive intermediaries (app stores). The 

app stores and Internet service pro-
viders believe this may bring clarity 
and help them in hosting only the legal 
entities. 

Pavan Duggal, Supreme Court 
advocate and an expert in cyber law, 
said the online lending sector was in a 
“complete grey zone” when a large 
number of lending apps flourished a 
few years ago. 

The IT ministry and the RBI 
released separate sets of guidelines for 
digital intermediaries only in 2021 and 
2022. “The RBI is only controlling a 
limited number of regulated entities 
(REs). Until recently, anybody could 
create an online lending app and invite 
potential people. They could make 

them victims by putting exorbitant 
interest rates and selling their data. 
Though these lending apps were inter-
mediaries, they were not regulated in 
the country. This is because the gov-
ernment had not yet stipulated mini-
mum parameters on due diligence for 
online lending apps,” Duggal said. 

The mobile lending apps offering 
easy and instant personal loans of a 
few hundred rupees to about ~10,000 
are also known as ‘Chinese loan apps’ 
due to their business model of small 
financing. Authorities began taking 
down such unregulated entities after 
several cases of predatory lending, 
harassment, and blackmailing were 
reported during the pandemic years. 

The RBI had released the 
Guidelines on Digital Lending in 
September 2022. The rules apply to the 
central bank’s REs, including all com-
mercial banks and non-banking finan-
cial companies (NBFCs). 

The REs must ensure that their dig-
ital lending partners remain compliant 
with the norms. Platforms like 
Google’s Play Store and Apple’s App 
Store are required to host only such 
apps that are either registered with the 
RBI or are a partner of any of the REs. 

Amol Kulkarni, director (research) 
at CUTS International, a public advo-
cacy group, said: “Platforms like app 
stores have no way to ascertain the 
validity of registration documents.” 

CLEANING THE LENDING SCENE
 The RBI, last year, identified 600 
illegal lending apps operating in India 
 Government estimates total money 
operated by illegal apps at ~2,116 crore 
 The ED has already seized assets  
worth ~1,148 crore from such platforms 
 Blocked apps may reappear with 
some other name in the absence of 
entry-level checks 

IN-PRINCIPLE RBI 
NOD FOR 50 PAYMENT 
AGGREGATORS SO FAR 
The Reserve Bank of India (RBI) has 
granted in-principle approval to over 50 
entities for a payment aggregator’s 
licence, while 28 applications are under 
review, the central bank said, after it 
published the list of entities that applied 
for the licence. SUBRATA PANDA

IndoStar Capital CEO quits
ABHIJIT LELE 
Mumbai, 15 February 

Deep Juggi, who was the chief 
executive officer (CEO) at 
Brookfield-backed IndoStar 
Capital, has resigned after a 
stint lasting just over a year, 
citing personal reasons. The 
company’s stock closed 1.8 per 
cent lower at ~147.65 a share 
on the BSE. 

The non-banking financial 
company elevated 
Karthikeyan Srinivasan, its 
chief risk officer (CRO), as 

CEO. The firm had also 
appointed chief financial 
Officer Vinod Panikar in 
December 2022. In May 2022, 
the company had detected 
lapses like a deviation from 
policies for sanctioning loans, 
and control deficiencies in the 
commercial vehicle loan (CV) 
portfolio. It began a review of 
CV and SME loan portfolio 
and has made provisions. 

Jaggi became CEO in 
January 2022 after R Sridhar, 
the company’s then executive 
vice-chairman, decided to 

step down after completing 
one five-year term in April 
2022. Prior to his elevation, 
Jaggi was the chief business 
officer at IndoStar. In response 
to queries from Business 
Standard, IndoStar said that 
Jaggi’s resignation, which was 
for personal reasons, was duly 
deliberated and considered by 
the Nomination and 
Remuneration Committee 
and the Board. He has agreed 
to assist the company for the 
next three months to ensure a 
smooth transition.

MTNL Q3 consolidated loss 
widens to ~775.5 crore
MTNL on Wednesday 
posted a widening of 
consolidated loss at 
~775.5 crore in the 
third quarter ended 
on December 31, 2022. 

The company had 
posted a loss of 
~659.28 crore in the 
year-ago period. 

The consolidated 
revenue from opera-
tions of MTNL 

dropped by 25 per 
cent to ~227.41 crore 
during the quarter 
under review from 
~303.56 crore in the 
December 2021 
quarter. The finance 
cost of the company 
increased by 7 per 
cent to ~592.24  
crore in the  
October-December 
2022 quarter. PTI

ED gets custody of Kerala 
CM’s former principal secy

A special court here 
on Wednesday sent 
M Sivasankar, 
former Principal 
Secretary to Kerala 
Chief Minister 
Pinarayi Vijayan, to 
five-day 
Enforcement 
Directorate (ED) cus-
tody in connection 
with alleged viola-
tion of the Foreign 

Contribution 
(Regulations) Act  
in the Life Mission, 
 a flagship project of 
the state govern-
ment. Sivasankar 
was taken into cus-
tody on Tuesday by 
the central agency 
which has been 
questioning the 
former IAS officer 
for three days.  PTI

Overseas LRS  spends may be 
advanced before tax tweak 
BHASKAR DUTTA 
Mumbai, 15 February 

Bankers expect an increase in overseas 
remittances under the Liberalised 
Remittance Scheme (LRS) in the coming 
months. This comes as individuals seek to 
send funds abroad before a revised tax rate 
for such remittances takes effect from 
July 1, 2023. 

In the Union Budget, the govern-
ment raised the tax collection at 
source (TCS) rate for foreign remit-
tances under the LRS from 5 per 
cent to 20 per cent. 

This will apply to overseas tour 
packages and other remittances 
except for education and medi-
cal purposes. An earlier annual 
limit of ~7 lakh on remittances has also been 
removed.  

 “Some people, who might not avail the 
tax credit and have to wait to get the refund, 
may prefer to send their remittance before 
the new TCS rate is applicable. So, banks 
can expect to see a surge in LRS remittances 
and will gear up to service their customers,” 
said Murali Ramakrishnan, managing 
director (MD) and chief executive officer 
(CEO), South Indian Bank 

“Since overseas travel and tours usually 
increase during the summer vacation, we 
can expect some increase in overseas remit-
tances under LRS,” he said. 

The TCS is not in itself a tax and credit 
for the amount paid on any transaction is 
available to the person to adjust against 
their tax liability for the year. 

The TCS on remittances made under the 
LRS was launched in 2020.  

Its purpose was to keep track of remit-
tances and correlate them with income tax 
returns of persons deploying funds through 
this route. Different TCS rates are applicable 
based on the nature of transactions. 

“In order to advance expenses (before 

the new TCS rate kicks in), one needs liquid-
ity. The 20 per cent is over and above what 
the conversion equivalent would be in 
Indian rupees. But yes, if there are some 
things to be paid by people after the new 
tax structure kicks in, they could try to 
advance it to the next couple of months,” 
said Ashutosh Khajuria, executive director, 
Federal Bank. 

“All these things happen at the branch 
levels of banks. Going ahead, the step on 
TCS could have an impact because every-
body was thinking of making use of 
$250,000 under LRS, subject to having that 
much liquidity available. This is not some-
thing, which is a charge straightaway; it’s 
something, which can be set off against 
your tax liabilities,” he said. 

Latest RBI data showed that Indians 
remitted close to $2 billion in November 
under the LRS. Outward remittances under 
the scheme jumped 29 per cent to $1.99 bil-
lion compared to $1.54 billion in the year-
ago month. Sequentially, outward remit-

tances under the scheme were up about 3.5 
per cent. International travel continued to 
remain over 50 per cent of the entire out-
ward remittance by Indians under the 
scheme. In November, outward remittances 
for international travel touched $1.03 bil-
lion, up 2.25 times from the year-ago period. 

In FY23, till November, Indians have 
remitted around $17.28 billion in outward 
remittances under the scheme. Outflows 
may touch an all-time high at the end of 
this fiscal year, aided by the rise in interna-
tional travel. 

In FY22, outflows at $19.61 billion hit an 
all-time high, aided by overseas education 
and international travel. 

“What was earlier $1 being sent abroad 
could now go up to $1.2 during the period 
before the new tax rules kick in. People may 
push forward overseas spending in the next 
three to four months. And, we could see 
lower remittances happen from the next 
fiscal year,” an executive at a private bank 
said.

TRACKING 
THE SPEND

Note: LRS- Liberalised remittance scheme

2022  Sep   Oct    Nov
(in $ mn)

Investment 
in equity/ 

debt

Gift

Total

Travel Studies 
abroad

Maintenance 
of close 
relatives

Outward remittances 
under LRS for resident 
individuals
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