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a, fter nearlvtwo decades of
,l intermitt'entnegotiations,
, I IndiaandtheEriropeat
,-rl unionhavetrnailyinove<i

L ltowardsacomprehensive
trade agreement that is being billed as

both ec-onomically significant and
strategically consequential.

GGnthi: scale ofthe rwo markets
and the breadth ofthe ProPosed
commitments, the deai hai the potential
to reshape India's engagementwith
advanced economies. Whether it
becomes a genuine win-win, however,
depends less on tariff cuts alone and
more on how adjustment costs and
regulatory frictions are managed.

At its core, the agreement seeks to
lower tariffs and reduce non-tariff
barriers across a large share ofbilateral
trade, wittr liberalisation to be phased in
overtime.

Market access for EuroPean
automobiles, wines, and industrial
machinery is e$ected to improve, while,
Indian exports such as textiles, gems and

iewellery, chemicals, marine products,
-and 

selected services gain preferential
entrvintothe EU.

Sensitive sectors, particularlY
agriculture and dairy remain largely
piotected - reflectingpolitical realism
on both sides.

The economic asymmetry that the
deal seeks to address is clear' The
European Union is currently India's
second-largest trading paft ner, with
bilateral trade in goods and services
exceeding €120 billion annually. Yet
India accounts for less than 3 per cent of
the EU's total external trade, while the
EU represents a far larger share of
tndia'-s high-value eriports and inward
foreign direct investment.

Average appliedtariffs in Indiaon
manv industrial goods remain several
time! higher thai those faced by Indian
exporteis in Europe, especiallYin
aritomobiles, wines, and capital goods.

The agreement narrows this imbalance
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while retaining safeguards for India's
most sensitive domestic sectors.

From the EU's PersPective, imProved
access to a large andfast-growing
consumer market is a commercial prize
at a time when global trade is becoming
more fragmented. Lower tariffs and
clearer investment rules reduce costs
for European firms and help diversiff
supply chains away fr om excessive
geographic concentration.- r'6r India, the gains are not limited to
exports. Deeper integration with the EU
can attract higher-quality investment,

Without complementary

embed domestic firms into global value
chains, and support the shift towards
more technolory- and skill-intensive
manufacturing and services.

ADruSTMENTPRESSUR.E
However, trade liberalisation is never
distribution-neutral. While consumers
and competitive exporters stand to gain,

adiustm6nt presswes will be felt by
fuins that hive grown under high taritr
protection, particularly smaller and less

ilroductive enterprises' In sectors such
as automobiles and select
manufacnrring segments, the pace and
sequencing oftariff reductions will
matter as much as the headline
numbers. Without comPlementary
domestic policies - access to finance,
skilling, and easier regulatory
compliance -trade oPenness can
ouicidv become politically contentious.' Reeiilatorv stinaaras fbrm the second

maioifaultline. The EU has consistently
pushed for strong commitments on
iustainabiliry, Iabour norms, and

domestic
access to

policies
finance,

skilling, and easier
regulatory comPliance
trade openness can
quickly become
politically contentious

"i

si

EU's major exPorts
to lndia



,

.ld

t

regulatory alignment. Measures such as
the Carbon Border Adjustment
Mechanism, though motivated by
climate objectives, risk functioning as de

fact o trade bariers unle ss India
accelerates its transition to cleaner
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