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Carmakers in India stand to ga -
in a substantially big market for 
small cars in Europe owing to 
the free-trade agreement (FTA) 
between India and the Europ -
ean Union and they can manu-
facture at a much lower cost 
here than a few European com-
panies do, according to Maruti 
Suzuki Chairman RC Bhargava. 

On what his company wo u -
ld do, Bhargava said: “We (Su z u -
ki) have a manufacturing 
fa cility in Hungary, so we ca n n -
ot compete from India on the sa -
me models with them. Of 
co urse they (the Hungary unit) 
don’t make all the models, so we 
have to study the scope of the 
opportunity of sm all cars in 
Europe. But yes, there is a large 
enough small-car ma rket in Eu -
r o pe. We in India ha ve 
a cost ad va n tage 
whi le Eu rope -
an co mpanies 
ma king small 
cars are not 
co mp e t i tive. 
The do or has 
be  en opened by 
Eur ope.” 

 

He added with import duty on 
electric cars for vehicles ex p o -
rted from India to eventually go 
to zero (for vehicles running on 
the internal combustion en gine, 
they will go to zero from 10 per 
cent now) as envisaged in the 
FTA, it would provide an ad -
vantage for companies like Mar -
uti Suzuki to manufacture the 
mo dels in India and ship them 
to Europe. The firm is ex p orting 
its electric Vitara to E urope.  

The FTA will allow European 
carmakers to export to India at a 
lower duty of 35 per cent to begin 
with, eventually going down to 
10 per cent. It also sets an annual 
quota of 250,000 imported cars, 
which have to be priced above 
~25 lakh. But does this give eno -
ugh protection to Indian car-
makers? Bhargava said: “Do we 
want protection even after over 
75 years (of independence)? 
The fact is hardly any of them 
makes high-end luxury mod els 

like BMW or Merc, except a 
few. European carma k e rs 

will want to bring their 
high-end cars to India, 
where they have high 

marg i ns. However, I am not 
so sure wh ether Ferraris will 

be imported because 
they wo uld be un -

affordable even 
with lower 
duties.” 
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Indian auto compo-
nent majors and 
European car 
makers welcomed 
the India-European 
trade deal, citing that the 
move will strengthen 
India’s integration with 
global automotive value chains, 
while simultaneously stimulat-
ing demand in the imported 
luxury vehicle segment, making 
it cheaper in the Indian market. 

Under the deal, India has 
agreed to a quota-based reduc-
tion in import duties on Euro-
pean automobiles, with tariffs 
set to fall to as low as 10 per cent 
over five years. This may make 
premium European brands 
such as Mercedes-Benz, BMW, 
Audi, Ferrari, Porsche, Lam-
borghini, Rolls-Royce, and Ben-
tley cheaper in the long run. 

Based on the quota, India 
will allow up to 250,000 vehicles 
from Europe at preferential 
rates, versus hardly 37,000 
vehicles mentioned in the UK 
trade deal. Currently, “locally 
manufactured cars” attract a 
basic customs duty of 16.5 per 
cent, while imported vehicles 
from the EU attract up to 125 per 
cent duty. Reduced duty will 
bring down showroom prices 
considerably in India. 

According to reports, the 
mass market will be largely 
unaffected, as the concessions 
will apply mainly to cars priced 
above ~25 lakh. Despite this, 

speculation about rising com-
petition from global majors has 
led to shares of major Indian 
automobile manufacturers. 

For the components indus-
try, this will boost exports, tech-
nology partnerships, and 
investment-led growth, as the 
EU comprises 30 per cent of 
India's component exports. In 
FY25, component exports from 
India to the region were seen at 
$6.75 billion versus imports of 
$5.77 billion from the EU. 

The free trade deal is 
expected to boost the luxury 

vehicle market, which con-
tributes only about one per 

cent of the passenger 
vehicle market. 

However, those 
having local 
units are not 

expecting any 
immediate 
price reduc-

tion. Industry 
sources told Business 

Standard that as the rupee 
depreciated by 19 per cent in 2025 
compared to the euro, any bene-
fit arising from lower duty 
imports for CBUs in the next 
couple of years may be eroded. 
Hence, companies were reluc-
tant to give any price predictions. 

“While we do not foresee 
any immediate price changes 
in the near term, the FTA could 
create opportunities to intro-
duce new and niche products 
and, if demand scales, support 
deeper localisation over time,” 
said Hardeep Singh Brar, presi-
dent and chief executive 
officer, BMW Group India. San-
tosh Iyer, managing director and 
chief executive officer, Mer-
cedes-Benz India, said, “The FTA 
is expected to strongly drive tech-
nological innovation and sus-
tainable growth within the 
Indian automotive sector, with a 
sharp focus on future mobility.” 

Shailesh Chandra, presi-
dent of Siam and managing 
director and CEO Tata Motors 
Passenger Vehicles, said, “The 
FTA with EU will play a key role 
as India marches on towards 
Viksit Bharat.” 
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