2023:Indiarelatively steady
amid global slowdown
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Theglobal tradeand
economy brought two
surprises this year-the
slowdownin the Chinese
economy, and theresilience
of Europe and the United
States (US). Inturn, India’s
trade figures were also quite
unflattering.

When China, the second
largesteconomy in the world,
ended its Covid induced
lockdown restrictions earlier
thisyear, the widespread
expectation wasthatits
economy and exports would
boom again. Asitturned out,
the growth of the Chinese
economy was rather tepid
anditsexportsalsodidn’t
pickupasexpected. Thathad
itseffecton many smaller
economiesinEast Asia
whose fateislinked with the
growth of the Chinese
economy. Asthis year comes
toanend, thereisno
certainty regardingwhich
way the Chinese economy
would go.

Inthebeginningofthe
year, most analysts predicted
aslowdownorevena
recessionin Europe and the
US. Contrary to expectations,
the US maintained

significant economic growth
while bringing down
inflation and unemployment
rates. Europe weaned itself
away from Russianoiland
gasand stillmanaged to
avoid arecession while
tackling the problem of
inflation quite successfully.
Russiahasalsoshowna
strongresolve and resilience
despite divertingenormous
resources tosustainingits
war with Ukraine.

Thetrade war between
Chinaand the US continued
with exportrestrictionson
some critical itemsand
higherimport duties onsome
others. Theindustrial policy
giving subsidies for growth of
certain industries also
introduced fresh distortions
inglobaltrade. The dispute
resolution systematthe
World Trade Organisation
remained dysfunctional due
toreluctance of the USto
appoint enough membersto
itsappellate body.

InIndia, the exportand
import figures have been
trending downwards mainly
duetofallin commodity
pricesand freight rates
compared tothe previous
year. While overall sluggish
demand in the west, export
restrictionsonsome
commoditiesand a
somewhat overvalued rupee
alsoplayedaroleinthe
negative export growth, the
fallinimports had moretodo
with protectionist policies of
the government that entailed
notonly higherimport duties
butalsoahost of quantitative
restrictionssuch as pre-
importlicensingand

registration requirements
and bringing more and more
itemsunder quality control
disciplines.

Our commerce ministry
huffed and puffed to
somehow get a freetrade deal
donewith the United
Kingdom duringthis year but
failed duetodifferenceson
crucial issues. There waslittle
progressonother trade
negotiationsalso. The
government settled most of
thetradedisputeswith the
USbuttowardstheyearend,
the USimposed anti-subsidy
countervailingdutiesona
few Indian productson
which the government gives
remission of duties and taxes
underanew scheme.

The finance ministry and
theReserve BankofIndia
worked in tandem toensure
thattheinflation doesnotgo
up and growthimpulsesare
maintained. The
governmentspendingon
infrastructure, especially in
thelogistics sector, has
helped the ease and cost of
doingbusiness. The finance
ministry hasopted not to
blindlyacceptthe
recommendations ofthe
Directorate General of Trade
Remediesin many cases,
considering the impact of
such protective dutiesonthe
downstream user industries.

Overall,ithasbeena
relatively steady year for the
Indiantrade and economy
amidst some turmoiland
slowdown in the global
economy.
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