Petrol, diesel prices

hiked by X3 per litre

The move will help state-run oil marketing companies stem some losses

caused by global prices; Centre imposes windfall tax on petrol exports

Saptaparno Ghosh
NEW DELHI

etrol and diesel
P prices were hiked
by %3 a litre across

all variants on Friday, in
the first major increase in
more than four years.

The move will help
state-run  oil marketing
companies (OMCs) stem
some of their losses caused
by global price and supply
pressures due to the war in
West Asia.

The price of the regular
variant of petrol is now
%97.77 a litre in Delhi, while
that of diesel is ¥90.67 a
litre. Premium and high-
octane variants have also
seen a similar increase.
Compressed natural gas
(CNG) prices were also
hiked by 32 a kg.

This is the first major
hike - defined as more

Fuelllng fury: A protest against the hike in petrol and duesel prices
in Vijayawada on Friday. G.N. RAO

than U a litre — on regular
retail fuel since the approx-
imately %9 hike executed in
a staggered manner over
the course of a week in
March 2022, soon after
Russia invaded Ukraine.
Since then, OMCs have
periodically announced

minimal increases of a few
paise per litre, but no ma-

jor hikes. The Centre also
imposed a windfall gains
tax of T3 a litre on petrol
exports, while reducing
the Ievy on diesel to Z16.5 a
[itre and aviation turbine
fuel to %16 a litre, effective
Saturday.

CONTINUED ON
» PAGE 8



Petrol, diesel prices
hiked by X3 per litre

The Opposition parties, however, slammed the
Centre for the timing of the price hike, just days af-
ter results were declared in four State elections.

The Union government has been highlighting
the losses being borne by OMCs, of approximately
31,000 crore a day from petrol, diesel, and LPG
combined, due to high global oil prices. Experts
say the current hike will have a limited impact,
with an estimated 10 per litre hike needed to cov-
er even half of the under-recoveries faced by the
OMCs. Last Sunday, Prime Minister Narendra Modi
asked citizens to curb their consumption of petrol
and diesel to reduce India’s oil imports.

Sukhmal Jain, former Director for Marketing at
the state-owned OMC Bharat Petroleum, told The
Hindu that the hike was necessary, given the re-
cent disruption to global energy markets. “The re-
cent fuel price adjustment is a calibrated and ne-
cessary step to partially offset the sharp rise in
crude oil prices, freight and operational costs be-
ing faced by India’s OMCs,” Mr. Jain said.

The price hikes were marginally lower in Chen-
nai and steeper in Kolkata and Mumbai. Petrol
prices in Chennai rose 32.83 per litre to 3103.67,
while diesel prices increased 32.86 per litre to
395.25. The price of the premium variant, ‘XG’, is
now 395.99 per litre in Delhi as compared to
392.99 earlier. The high-octane XP95 is now priced
at ¥104.88 per litre, up from 3101.89.

However, according to Sourav Mitra, Partner for
Oil & Gas at Grant Thornton Bharat, OMCs may
continue to face under-recoveries despite the hike.
“Prior to the price hike, under-recoveries were at
around 13-15 per litre of petrol and %17-18 per litre
for diesel. Hence, it had been projected that an al-
most 10 per litre retail hike would be needed to
cover 50% of under-recoveries,” he said.

(With inputs from PTI)




Fuel price rise to cover only

14,449 cr./month in OMC loss

Minister Puri said OMCs were losing 1,000 cr./day via petrol, diesel, LPG sales:

consumption rose 6.36% in April year-on vear while that of diesel remained almost unchanged

Saptaparno Ghosh
NEW DELHI

he 33 per litre hike
T in the prices of pe-
trol and diesel is ex-

pected to yield an addition-
al monthly revenue of a
little more than 4,400
crore for India’s oil market-
ing companies (OMCs), a
rough calculation on past
sales figures shows.

Earlier this week, Union
Petroleum Minister Har-
deep Puri stated the OMCs
were losing 1,000 crore
per day from the com-
bined sales of petrol, diesel
and LPG as they try to hold
retail fuel prices steady at a
time when oil prices are
surging on West Asia crisis.

India consumed about
497 crore litre of petrol and
986 crore litre of diesel in
April as per provisional go-
vernment data. Therefore,
based on these figures, the

Upward flow: According to experts there remained scope for further
increase in the prices of petrol and diesel. NAGARA GOPAL

%3 per litre hike would
earn the OMCs an addition
21,491 crore from the sale
of petrol and 32,958 crore
from the sale of diesel —
taking total revenue addi-
tion to 34,449 crore in a
month. According to Sou-
rav Mitra, Partner for Oil &
Gas, Grant Thornton Bha-
rat, there was a clear hea-
droom for further hikes.
“From a forward-look-

ing perspective, there re-
mains clear headroom for
further calibrated price
‘hikes, should the prices re-
main elevated and should
the government decide to
reduce OMCs’ burden
further,” he stated. “Ho-
wever, any such adjust-
ments are likely to be
phased and policy-sensi-
tive, carefully balancing in-
flationary risk with broad-

er macroeconomic
considerations,” he added.
The Ministry of Petro-
leum and Natural Gas has
also said on multiple occa-
sions that there was no
proposal under considera-
tion to bail out OMCs dur-
ing the current crisis, leav-
ing fuel price hikes as the
only option. India’s con-
sumption of petrol grew
6.36% compared with the
same month last year,
whilst that of diesel was
nearly flat — rising 0.25% —
during the same period.

Brent futures surge

Amid the escalating ten-
sions, Brent Crude futures
had scaled a four-year high

of $126.41 per barrel on
April 30.

As of Friday evening,
Brent Crude futures were
trading about 2.35% higher
than their previous close at
$108.2 per barrel.




OMC stocks dip despite fuel price spike

The Hindu Bureau
MUMBAI

Oil marketing company
stocks such as HP

and BPCL slipped by up to
3% as rupee depreciated
and global oil prices in-

lost almost 3% and closed
at I366.40 a share. Bharat
Petroleum dipped 3.6% to
3284.45 a share.

Rupee, profit booking
“A general decline in over-
all market, an increasing

creased on Friday.

Indian Oil slid more
than 4% closing at ¥134.8 a
share, declining for the se-
cond consecutive session.

Hindustan Petroleum

global crude price and the
currency depreciation are
the major reasons behind
this, besides profit book-
ing,” said Gagan Dixit se-
nior vice president at Elara

Capital

The Union government
increased the prices of pe-
trol and diesel by I3 each
and the investors were still
bearish on the OMC stocks.

“This is because the [oil
marketing] companies are
losing ¥9-X10 per litre, Mr.
Dixit said.

Further, he added the
short term may be “vola-
tile” with a “bad first quar-
ter” and increasing short

tenure debt.

Borrowing capacity
Large public sector firms
would have a better bor-
rowing capability and “at
the end of the day, the go-
vernment makes the
amount that OMCs make as
profit,” he added.

The prices of fuels are
likely to be increased in a
phased manner, according
to Mr. Dixit.



People paying price for

govt. mistakes: Opposition

Congress, Trinamool, Left parties slam fuel price hike, demand rollback; CPI(M) says increase will
‘impose more burdens’ on people already facing inflation, unemployment, and economic distress

The Hindu Bureau
NEW DELHI

he fuel price hike
T announced by the
Union government

on Friday, days after the
Bharatiya Janata Party se-
cured victories in West
Bengal and Assam Assemb-
ly elections, has drawn
sharp criticism from the
Opposition.

Leader of the Opposi-
tion in the Lok Sabha and
senior Congress leader Ra-
hul Gandhi said the public
was being forced to pay the
price for the Narendra Mo-
di government’s mistakes.

Petrol and diesel prices
were raised by 3 a litre
each, marking the first in-
crease in more than four
years, as state-run fuel re-
tailers passed on part of
the impact of surging glo-
bal crude prices following
the Iran war.

In a post on X, Mr. Gand-
hi said, “Galti Modi sarkaar
kt; keemat janta chukayegi
[The public will pay the
price for the Modi govern-
ment’s mistake].”

mistake]...

[recovery| will be done
in instalments

RAHUL GANDHI, Congress Leader

Galti Modi sarkaar ki, keemat janta
chukayegi [The public will pay
the price for the Modi government’s
The 3 shock has already
arrived, the rest of the ‘vasooli

“The 33 shock has alrea-
dy arrived, the rest of the
‘vasooli [recovery|” will be
done in instalments,” he
said.

Senior Congress leader
Jairam Ramesh underlined
that when international oil
prices were declining, the
benefit was not passed on
to Indian consumers.

“Now that international
oil prices are climbing up
because of the war in West
Asia unleashed by the PM’s
good friends — the U.S. and
Israel — and Assembly elec-
tions are over, the Modi
govt. has increased petrol
and diesel prices after hav-
ing hiked commercial LPG
prices earlier. This is
bound to lead to further in-

flation, which is now pro-
jected to be close to 6% for
this financial year. Growth
estimates will be lowered
considerably,” he said.

Trinamool  Congress
leader Derek O’Brien ques-
tioned whether the newly
elected BJP government in
West Bengal would reduce
Value Added Tax on fuel.

“Will the Bengal Govt
reduce VAT on petrol &
diesel now that there’s a
Delhi-controlled govern-
ment which doesn’t have
to worry about funds being
blocked by Centre?” he
said on X.

The Left parties have
called for a rollback of the
price hike. The CPI(M) Po-
lit Bureau, in a statement,

said the increase would
“impose more burdens”
on people already facing
inflation, unemployment,
stagnant wages and eco-
nomic distress.

It also questioned the oil
marketing companies’
claim that they were facing
“under-recoveries” due to
rising global crude prices.
“The term ‘under-recov-
ery’ itself is a misnomer. It
does not signify real losses
incurred by OMCs; rather,
it refers to a hypothetical
deficit between current re-
venues and the larger pro-
fits they would have
earned if fuel prices had
been allowed to increase
further,” the party said.

CPI general secretary D.
Raja said the burden of the
hike would be felt in every
household’s budget.
“While people are being
asked to tighten their belts
through austerity mea-
sures, the Modi govern-
ment continues to protect
corporate profiteers and
pass the entire burden of
its failures onto the peo-
ple,” he said.




Somejobless youthin

law like cockroaches,

become media, activists

and attack system: CJI

Express News Service
New Delhi, May 15

A VISIBLY upset Chief Justice
of India Surya Kant Friday li-
kened some unemployed youth
inlaw to “cockroaches” and said
“some become media... social
media... RTI activists” and
“start attacking” the “system”.
Annoyed with a lawyer who
had filed a petition seeking di-
rections to the Delhi High Court
in the matter of designation of
aSenior Advocate which he too
wished to become, the CJI, who

CJI SuryaKant

was on a bench with Justice
Joymalya Bagchi, said judges
were aware of social media

posts “against the system”.
»CONTINUED ON PAGE 2




CJI

He said there were already
enough “parasites” insociety at-
tacking the judiciary, and law-
yers should not join hands with
them.

Pulling up the lawyer who
appeared in person, the CJIsaid,
“There are already parasites of
society who attack the system
and you want to join handswith
them?There are youngsters like
cockroaches, they don’t get any
employment, they don’t have
any place in profession. Some of
them become media, some of
them become social media,
some of them become RTTactiv-
ists, some ofthem become other
activists, and they start attack-
ing everyone:.. And you people

file contempt petitions,” he said.

Voicing concern that a large
number of law degrees in Delhi
could be fake, the CJI said it
would want the CBItoverify this
because the Bar Council of India
(BCI) was not taking any action.

The petitioner told the
bench it was the third time that

he was approaching the Su-
preme Court.

Senior Advocate Rajshekhar
Rao, whoappeared for the High
Court;'said interviews for the
seniordesignation process were
currently underway.

Makingitsdispleasure clear,
the CJItold the petitioner: “The
whole world might be eligible
for senior designation, but at
least you are not. If the High
Court makes you senior, we will
set it aside, seeing your profes-
sional conduct.”

Justice Bagchi wondered if
the petitioner had no other
matter to pursue. “You have no
other litigation? This is the
standing of a person who ex-
pects to be conferred a senior
gown?” he said.

Dismissing his plea, the
bench, in its order, said he “in-
dulges in filing frivolous peti-
tions”.

The counsel apologised and
urged the court to allow him to
withdraw the plea, towhich the
bench agreed.

The CJI then said, “I am
waiting forsome matter...I want
the CBI to verify their LLB de-
grees, most of Delhi...in TisHa-
zari... BCI will never do... They
need their votes... And thou-
sands of them are fraudulent
people wearing these black
robes...”



After day-long standoft, hostage

swap eases tensions in Manipur

Sukrita Baruah
Guwahati, May 15

TWENTY-EIGHT CIVILIANS, who

had been abducted and held captive
Tent parts of Manipur s Sena-
patiand Kangpokpi districts, were re-
early on Friday, an official sai
while efforts are continuing tosecure
the release of those remaining.

Amid tensions between Ma-
nipurs and Naga communities,
<dozens of villagers from both sides

fadbeen abducted and held captive
by groups on the other side on Wed-

nesday. A stand-off over the release
of these abducted villagers had lasted
all of Thursday, and Manipur Home
Minister Govindas Konthoujam had
said that “atleast 38 people from both
communities” had been detained in
this manner.

A senior police official
said that on Thursday moming, each
side released 14 people, amounting to
atotal of 28 freed captives.

“They were released by both sides
in three to four different places.

Thereare more le who are bei
held in this manner in different
places. The total number is uncer-

Women who were allegedly held captive by Kuki groups break down after their
release, in Manipur’s Kangpokpi on Friday. pmi

tain, which makes it more difficult.
The senior state functionaries are all
working on the next phase of this
matter now,” said the official.
According to Kuki Inpi Manipur
information secretary Janghaolun
Haokip, 14 Kuki-Zo individuals con-
tinue to be missing, while Naga
groups say that at least six people

from their side are also missing.
“The issue is not completely re-
solved. Yesterday, after talks with se-
orces, we ha
hostages with us. It is for them to
now decide what steps to take,” said
Haokip.
This release of the civilians comes
aftergroupsonbothsidesraised “ulti-

matums” on Thursday night,
threatening an escalation in the situ-
ation and “consequences” if the hos-
tagesarenot released by the otherside.

On Wednesday morning, the ten-
sions in Manipur reached new
heights when three church leaders
from the Thadou Baptist Association,
Reverend Vumthang Sitlhou, Rever-
end Kaigoulen Lhouvum and Pastor
Paogoulen Sitlhou, were killed in an
attack on their vehicles while they
were travelling from Churachandpur
to Kangpokpi. As news of this attack
in Kangpokpi district spread, it sent
shockwaves across the state.

Later, on Wednesday evening,
another ambush took place in Noney
district, where a civilian named Wil-
son Thanga was killed.

It was shortly after information of
the morming’sattackin Kangpokpisur-
faced and Kuki groups began alleging
that armed Naga groups were respon-
sible for it that around 18 residents of
Konsakhul, aLiangmai Nagavillagein
Kangpokpi district, were abducted and
held on Wednesday morning itself. In
turn, Naga groups similarly captured
atleast 23 people in Senapati district
and more in parts of KangpoKpi.
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Why the spike in crude oil
price will test the economy

GRAPHS,
DATA,
PERSPECTIVES

BY UDIT MISRA

e

WEEKLY ECONOMIC AND POLICY INSIGHTS USING DATA

THE GOVERNMENT has increased fuel
prices across the country, relaying some of
the effect of the higher crude oil prices in
the wake of the US war in Iran.

Howwill thisaffect India’seconomy? As
of now, there are too many variables to ac-
curately predict theimpact — howlong the

West Asia tensions continue, how high
crude prices g0 and how much of the in-
crease the government passes on to the

average Indian consumer.
However, it would Eelp to look back at

India’s recent history as a way to under-
stand how higher crude oil prices affect dif-
ferent aspects of the Indian economy.

12years of low crude prices
When Prime Minister Narendra Modi
came to power in 2014, the economy had

been suffering from the effectsof high crude
O;E"CQS for three preceding EET h—

012-13 and 2013-14). In all those vears.the
crude oil price of the Indian basket — the
price atwhichIndia procured oil _ ranged
from$114 a barrel to $106 a barrel (see table);
one barrel is roughly 160 litres.

Soon after Modi took cl_@%e, however,
the international situation changed and
gobacradeofl prices el harpy. Withina
couple of years, they were at a third of the
price the previous government paid. What's

ce e Union government
never saw CRGAE TouC) 1 ain.

That has now changed. The first two
months of the current financial year —
April and May — recorded the Indian
basket of crude oil at $115and $106abarrel,
respectively. If prices remain anywhere
closetothe $100-§r-53rrel Tevel for% Tull

ear, at wou. an
ar( 40% over the p Ve
uch a sharp increase would upend

household budgets (if the government en-
tirely relaysthe price increase) and the gov-
ernment’s budget (in the form of higher
borrowings if it decides to bear the brunt
itself). When governments borrow more to
pay for the fuel bill instead of passing costs

« Domino effect: How crude prices affect the economy

Crude prices, which fell after 2014, could now remain in the $100 range. Higher crude prices worsen
trade deficit, stoke inflation, depress growth, hurt the exchange rate and increase government debt.

Crude Oil Price of Wholesal Real GDP Trade %changein _Fiscal
Year IndiaBasket = petrolinDelhi m;azsa"e growth balance* rupee-dollar deficit
($ per barrel) (Rs/litre) rate (as%of GDP) |exchangerate**| (as % of GDP)
201112 135 64.4 895 524 | 007 | 4272 ... 591
1201213 1081 6811 69 546 1041 594 | 493
201314 1055 703 52 6.39 121 95 448
201415 841 66.6 126 741 674 7| -398 41
[201516 | 462 619 365 | 8 562 564 387
2016-17 478 659 173 | 826 473, N 23 348
|201718 56.8 68.8 292 68 | 61 | 031 346
2018-19 69.6 754 428 6.45 -6.81 -5.97 344
[201920 T 606 727 168 387 | 568 -825 464
[2020-21 446 80.9 1.29 -578 -3.81 257 916 |
202122 788 981 13 1 969 6.04 -3.05 671
[202223 | 934 979 941 761 791 I8 646
2023-24 825 96.7 -073 919 -6.63 -1.38 549
|2024-25 786 948 221 649 12 258 476
[202526 | 717 94877 0m 74 -8.25 -958 436
Source: CMIE: * f it minus signimplies Note: com
to consumers, they are only deferring the P . prices have a bigger weight in the way
inevitable. Consumers willeventually have assing wholesale inflation is calculated. Unsur-
to pay for higher prices either today (in the thecosts prisingly then, wholesale inflation has
form of higher prices at the pump) or to- Wh stayed very modest in most years — in
morrow (inthe form of higher taxes to engovts someyears even Eingmtﬁe negativezone
repay the government’s increased debt). borrowmoreto  (implying that wholesale prices fell).
Here'salookat how crude priceswerere- pay for the fuel Retail inflation has been much higher,
layed and howthey affected different mac- bill instead of nol T comparison to wholesale infla-
roeconomicvariablesoverthepastiSyears.  passing costs to E;n bqt filso frpm the RBI's ftfh! gt rate of
e, consumers, they %. This Is particularly true of the four-year
Retail prices of fuel deferri thy period starting from the Covid year of 2020.
While crude oil prices crashed all the way are. N e.mng . .
TS v T st T sew s i e inevitable. Economic growthrates
Tetal prices Of MOSt TUels actually went up. ° Broadly speaking, higher crude oil
This is true even for the Covid year when C il prices are detrimental to India’s real GDP
crude prices fell by 300 but ‘petrol price - e BT At 1S, 1ot including the inflation
TS TSeCTaDIe) Since ther, Nowever, th eventually h.ave effect) while lower prices help India’s econ-
trend changed inthewake oftheincreased ~ to pay the prices, omy grow faster. In2015-16 =
demand owing to the global economicre-  eitherintheform instance, when crudeoilpriceswereinthe
cove% and supply constraints caused by ofhigherpump ~ IId-540s-per-barrel range, India grew at
the Ukraine war. prices or through o and above. In the last years of UPA-2, oil
. higher taxes to prices were well above $100 and the growth
Inflation rate strugglédbetween 5%and %.
repay the debt. Tobe sure, this data is based on the old

The table shows the imEact of higher
crudeoil pricesonwho einflation. Fuel

GDP series since the new one still doesn’t

The West Asia crisis has sent crude
prices spiralling and forced a fuel
hike. High crude prices could upend
household as wellas govt budgets

provide historical data. The old GDPseries
is that it was found to be overstating India’s
GDP —both nominal and real. Assuch the
growth rates are likely to lower when the
backseries is released.

Trade balance, exchange rate
Thetrade balance refersto the net effect

of the exsgtrt and 1mport of gm Detween
ndia and the rest of the world. Smce India

hasahigh depende; S
—which has only mcreased over the past
12 ye: nd to

worsen Indla's trade balance.

A E;'gl_uler trade deficit has to either be
plugged by surpluses on other as| 0!
mmgﬁ?er-
vices, foreign investments into India etc.)
or Ez ae%recmtlon In the rupee or else by

wing down forex reserves (read dollars).

_AE%MWWa’s

tradedeficitstartsgoingup every timecrude
oil prices rise. This also correlates with a
sharp depreciation in the exchange rate.
There were only two years out of the past 15
when rupee appreciated against the dollar
—2016-17and 2020-21 —and inboth years,

crude oil prices were below $50.
The sharp depreciation of rupee in the
pasfyear s ares € Tact thal ’s
ess 1n the trade balance has not been

offset by surpluses on other accounts and
R R mTremrre o the S rate.
Government finances

Typically, higher crude oil pricestend to
worsen eTICcIt — the amount of
{TIoniey The Zovernment DOITows to bridge
mmmxpmmfg

The government seems to have regis-
tered higher fiscal deficits despite having
much lower oil prices. While it is true that

art of the problem has to do with the

T oemes Taakomuetharnal
those years, oil prices were orevenone-
tTITd Of Where they were before the NDA
government took charge in . Evenin
theyears before Covid and when oil prices
were acutely low, the NDA government
never once achieved its Fiscal responsibil-
ity and Budget Management Act targets of
afiscal deficit of 3% of GDP.

The important thing is this: Given the

%afr_cconiwmu@v
e a hitif oil prices stay elevated at $100.
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WWW.INDIANEXPRESS.COM



Trade, supply chains and economic statecraft

he past decade has collapsed the old
T boundaré between econ%EEE §EE
ly chains, trade routes, ener;

corridors and techno! ve
become the real battlegrounds of power. What
once belonged to corporate strategy decks is now
the daily fare of natlonal secunty bneﬁngs Tariffs
behave like san
resemble defence pacts, and the ﬂow of critical
minerals can tilt influe;

eployments once did. In this new order, states
c?r;leimly_wﬁﬁ armies or ideologies but
with regulatory regimes, infrastructure networks
and the capacity to anchor global production.

The fusion of mg;kg;s and statecraft is no longer a

trends; it is the organisin,
geopolitics.

rinciple of 2Ist century

This shift has also exposed the fragility of the
older globalisation consensus — the belief that
trade naturally fosters cooperation and shared
prosperity. Increasingly, economic ties are being
repurposed as instruments of strategic leverage.
Tariffs, export controls, supply-chain restrictions
and energy dependencies have become tools
through which states attempt to shape the
behaviour of others. The scramble over critical
minerals, the weaponisation of interdependence
(B CHEes b o The expert cf o earfhs

allowing it to flex its muscles against the Unlted

politics (used by U.S. President Donald Trum to
punitve effect all underscore how easily
commerce can be turned into coercion. In such
an environment, economic diplomacy is
inseparable from national security, and countries
must navigate a world where prosperity and
power are intertwined.

For India, this shift has encouraged a more
pragmatic approach to foreign policy one that
places greater emphasns on economlc resnllence
and diversification.
geopolitics has created a rare moment in which
Idia’s structural strengths align with the world’s
strategic needs. As companies and governments
rethE their exposure to concentrated supply
chains, India’s scale, stability and reform
trajectory have moved it from the periphery of
globalisation to the centre of boardroom
strategies and diplomatic calculations. A country
once viewed in the West as a promising but
difficult market is now seen as an indispensable
node in a diversified global economy — large
enough to matter, stable enough to trust, and
open enough to absorb investment at scale.

Three shifts underpin this new positioni
First, India’s aomesnc reforms — dﬁﬁﬁ;ﬁiﬁn
infrastructure expansion, and targeted
Jeregulation — have lowered transaction costs

improved predict; , making it easier for
global firms to build long-term capacity.

Shashi Tharoor

Fourth-term Member
of Parliament
(Congress party,

Lok Sabha) for
Thiruvananthapuram,
the Chairman of

the Parliamentary
Standing Committee
on External Affairs
and the Sahitya
Akademi
Award-winning author
of 29 books, including
‘Pax Indica’ (2012)
and ‘The New World
Disorder’ (2020)

The new global
order offers
India
unprecedented
strategic and
economic
opportunities,
making a case
for balanced
‘policy
promiscuity’

Second, the geopolitical recalibration around
China _Efas createg a structura! aeﬁﬁa for
alternative production ecosystems, and India is
one of the lew economies with the labour force,
political stability and market depth to m t
demand.

Third, India’s own strategic imagination has
expanaea Ttnow sees trade gg;eemen; X
technology partnerships and supply-chain
dlElomacx not as Eengi"neral to national strategy

ut as central instruments of statecraft.
The new order and India
In this environment, India’s relationships with
major powers are increasingly shaped by
economic security rather than traditional
geopolitics alone. Semiconductor collaborations,
critical-mineral partnerships, defence-industrial
co-production and digital-public-infrastructure
exports are all examples of how India is weaving
economic resilience into its foreign policy. These
are not merely commercial arrangements; they
are strategic bets on a world where influence
flows through production networks as much as
through military alliances. It is a world where Pax

Silica complements Pax Americana, but unlike
the latter, does not require a military partnership.

At the same time, India must navigate the risks
of thishew o e INEEDeTle e can
empower, but it can also expose. Over-reliance on
anzI singe Eanner - whethg: (g; ;EEW,
minerals, or markets — creates vulnerabilities that

e

e exploited. challenge is to build a
diversifi rtfolio of economic relationships
that enhances India’s autonomy rather than
constraining it. Promiscuity is not a virtue in
inter-personal relationships, but in the trade
world of the third decade of the 21st century, it
may be the only viable “default mode” for India’s
conduct. Of course, like the other kind, trade
promiscuity also requires precautions. Even as it
pursues multiple partners, India must strike a
careful balance: deepening inte ation t
surrendering strafegic g

investment without becoming dependenton it,
and embracing globalisation without repeating
the Mistakes éi Eaﬂiaras. This gloEal SEIE also
places new demands on India’s internal

economic strategy. To anchor global supply
chains, India must continue improving logistics,
regulatory clarity and workforce skills. To lead in
emerging technologies, it must invest in research,
intellectual property and trusted digital
infrastructure. To secure critical minerals, it must
build resilient partnershij s abro:
sustainable e; e. And to
maintain credibility as a democratic alternative in
a world of authoritarian efficiency, it must ensure
that economic growth is matched by institutional
strength and social cohesion.

The stakes are high because the opportunity is

historic. For the first time since liberalisation, the
global economy is not merely inviting India to

participate — it is actively seeking India’s
presence. The question is whether India can
convert this moment of geopolitical demand into
long-term economic capability.

As the global trading system fragments into
overlapping coalitions and custom-tailored
economic arrangements, India’s task is not to
retreat behind new walls but to remain
confidently open on its own terms. The goal is
neither complete individualism nor naive
globalism, but a calibrated integration that avoids
excessive dependence on any single partner.
Serial dating works best when each partner is
aware of your other relationships, knows multiple
options exlst but is not threatened by any of
them. Thi nolo

artnerships and resilient supply chains have
become central to India’s external engagement:
ey are the arenas in which the next phase of
global competition will be decided.

Economic diglomacx isno ]gngg; an adiunctto
foreign Fo icy; it is one of its organising
principles. Countries that can align their
economic strategy with their diplomatic posture
T e et order et
shaped by it.

This moment also coincides with a profound
transition in the architecture of global trade. The
multilateralism that defined the late 20th century
— rooted in universal rules and broad consensus
~ has lost momentum under the weight of
geopolitical rivalry and domestic political
pressures. In its place, nations are turning to
flexible bilateral and regional arrangen nts that
priorities, For In ia, this shift is not a setback but
an opening. It creates space for a more agile,
interest-driven diplomacy that can leverage

India’s scale, stability, and reform trajectory to
build coalitions across geographies and sectors.

India at global crossroads

The convergence of these trends places India at a
pivotal juncture. The world is searching for
diversified production bases, trusted digital
ecosystems and stable democratic partners. India
can meet that demand - but only if it continues
to invest in competitiveness at home and

credibility abroad. The choices made now will
wmwm
anchor of the new global economy or remains
merely one of its many participants. The
opportunity is historic, but it is not automatic. It
requires clarity of purpose, institutional
steadiness and the confidence to engage the
world without fear or favour.

In a world where prosperity and power now
move through supply chains rather than shipping
lanes, India’s future will be shaped not by
choosing between globalisation and self-reliance,
but by mastering the art of engaging the world on

terms that protect its autonomy while amplifying
its ambition.



India-UK. trade deal hits

late-stage ‘sticking points’

T.C.A. Sharad Raghavan
NEW DELHI

The implementation of the
IndiaUK_ trade deal has
hit a late-stage hiccup due
0 a new regulation_on
steel imports the U.K. has
said it will implement from

July T, Which was not part
of the trade negotiations.

e India-U.K. Compre-
hensive Economic and
Trade Agreement (CETA)
was expected to come into
force in May 2026, but now
the two sides are trying to
work out a “creative solu-
fion” to ensure the deal is
implemented “at an early

ate”, Commerce Secre-
tary Rajesh Agrawal told
reporters on Friday.

The UK., as part of its
overall Steel Strategy, ear-

I{bY
©

The FTA between India and the
U.K being signed.

lier this month d
nificantly cut the volume
of steel to be imported into

the country tariff-free.
“Overall quota volumes

will be cut by approximate-
Iy 60% compared with the
current sateguard arrange-
ments,” the UK. govern-

ment said. “Once the re-
duced quotas are
exhausted, imports will be
subject to a 50% tarifl, an
ifcrease from the current
25% above-quota tariff.”

T That s, the quota for du-
ty-free steel imports would

Rupee crosses

psychological
barrier of
96 per USD

The Hindu Bureau
MUMBAI

The rupee crossed the
psychological barrier of
396 a dollar reaching an in-
traday low of ¥96.14 against

be cut by 60% and tariff on

the greenback before clos-

above-quote imports
would be doubled to 50%.

~™We are very near to op-
erationalising the India-UK
FTA,” Mr. Agrawal said.

“There are a few stick-

ing points. The UK. has
come with a steel measure
recently which was not fac-
tored in while negotiating
the FTA. We are working
together to find a creative
solution around this trade
measure also so that we
can operationalise the CE-
TA at an early date.”

Ing at x95.8.

“Market has been keen-
ly watching Trump-Xi sum-
mit but yesterday’s talks
have not given any positive
factor on the U.S.-Iran
peace efforts though both
agreed on one aspect that
Strait of Hormuz should be
opened,” said Anil Bhansa-
li, head of treasury, Finrex
Treasury Advisors LLP. He
however added barring
RBI'’s dollar sales, there are
no major reason for rupee
to appreciate from here.



Araghchi: Chabahar a

ogolden gateway, hope

India still develops it

‘Iran has every reason not to trust US:

India friends with all in Persian Gulf’

B A R

Shubhajit Roy
New Delhi, May 15

UNDERLINING THAT India
can play a “constructive role” in
the region, visiting Iranian For-
eign Minister Seyed Abbas
Araghchi Friday described his
country’s Chabahar port as a
“golden gateway” and a “symbol
of cooperation”, expressing the
hope that India will continueto
develop the strategic port.
Araghchi, who has been
leading negotiations with the
US and representing the Ira-
nian regime in world capitals,
made these remarks at the Ira-
nian embassy in New Delhi
after attending a meeting of the
BRICS Foreign Ministers. That
»CONTINUED ON PAGE 2

Iran’s Foreign Minister Seyed
Abbas Araghchiin New Delhi,
Friday. i

POLITICS races

CONSENSUS EVADES
BRICSASIRAN, UAE
SPAR OVER WAR



Araghchi

meeting ended without a con-
sensusonthe language over the
war in West Asia.

Araghchi, who met External
Affairs Minister S Jaishankar for
a bilateral meeting, said, “Cha-
baharisasymbol of cooperation
between Iran and India. India
played an important role in the
development of that port.

It has now somehow slowed
down because of the US sanc-
tions, but I am confident that
this port will be like a Golden
Gate for India to access Central
Asla, and then Europe through
this transit route. And also for
Europeans, Central Asians, and
others to access the Indian
Ocean. Itis a very strategic port,
important forboth usand India,
and many other countries. So I
hope that Indians will continue
theirwork in the Chabahar port,
so that it will be fully developed
at the service of the interests of
India_and other countries
around.”

“I think India, with its good
reputation, canplayaroleinthis
region to help peace and to pro-
mote peace and security. Indiais
a friend to all countries in the
Persian Gulf... So we appreciate
any positive and constructive
role... Wewillwelcome any con-
structive role by India.”

On possible energysupplyto

India, he said India has been a
“customer of Iranian oil” and
wasstopped by India due touni-
lateral US sanctions. “We are in-
terested in continuing the oil
business. We want to sell oil to
India...,” he said.

On the lack of consensus at
the BRICS Foreign Ministers’
meeting, Araghchilashedoutat
the UAE, sayingthat it provided

space to US and Israel to attack
Iran. “They have to live in the
neighbourhood, and Israel and
the US can’t protect them. In-
stead of being asource of secur-
ity, the US and Israel’s presence
has become a source of insecur-
ity forthem,” he said.

On the Strait of Hormuz, he
said it was the territorial waters
of Iran and Oman and that Iran
is ready to help all vessels pass
through the Strait of Hormuz,
but thesituation is “verycompli-
cated” now. “We continue to co-
ordinate with India on move-
ment of vessels through
Hormuz,” he said.

On negotiationswith the US,
hesaid these are “suffering from
trust”, and that the Islamabad
talksareina “difficult situation”
because of the maximalist
stance of the US. “Iran hasevery
reason not to trust the US while
Americans haveevery reasonto
trust us,” he said.

According to Araghchi,
mediation by Pakistan has not
failed yet, but is in a “difficult
situation.”




SAYS XISHARES ‘SIMILAR’ VIEWS ONIRAN, BUT HE IS NOT SEEKING CHINESEHELP

Trump lcaves Beijing with few

wins but warm words for Xi

Xiissues warning
on Taiwanin

closed-door talks

Reuters
Beijing, May 15

US PRESIDENT Donald Trump
left China on Friday with no
major breakthroughs on trade
ortangible help from Beijingto
ST Tanear. deein tvo
Tay3 Spent eaping praise on
his host, Xi Jinping.

Trump’s visit to America’s
main strategic and economic
rival, the first by a US president
since his last trip in 2017, had
aimed for results to lift his sag-
ging approval ratings before
midtermelectionsinNovember.

XiwillvisittheUSinthe fall
at TrumE's invitation, China’s

oreign Minister Wang Yi said.

Thesummit was filled with
pageantry, from goose-step-
pingsoldierstotoursofasecret
garden. But behind closed
doors, Xi issued a stark warning
toTrumpthatany mishandling
of China's top concern, Taiwan,
could spiral into conflict.

During a huddle with re-
porters on the way back to the

US, Trump said Xi told him he
Spposed ialwans ndepen-
dence. Theard himout. Ididn't

make acomment ... I made no

US President Donald Trump speaks to reporters aboard the Air Force One on Friday. A

commitment either way,” said
Tramp.TIe added hthe will
decideona ;Ending arms sale
to Taiwan shortly, after speak-
ing to “the person that right
T, e

t was uncleari: mpwas
referring to Taiwan's president,
Lai Ching-te.

A direct conversation be-
tween a sitting US president
and Taiwan's leader would be
unprecedented in the period
since Washington shifted di-
plomatic recognition to Beijing
from Taipei in 1979, and would

likely anger China, which sees
thedemocratically governed is-
land as its own territory.

These were the first free-
wheeling remarks after two
days in Beijing during which
Trump stayed unusually re-
strained, with his off-the-cuff
comments mainly focused on
feting Xi's warmth and stature.

“I'sbeenanincredible visit.
Ithinkalot of good hascome of
it,” Trumptold Xiat theZhong-
nanhai complex, a former im-
perial garden.

While Trump searched for

immediate business wins, such

as a deal to sell Eoelgg ets that
1d not impress investors, Xi

talked up along-term resetand
pact to maintain stable trade
ties with Washington, under-
scoringtheir differing priorities.

Xipushed a newtermby de-
scribing the relationship as
“constructive strategic stabil-
ity” - a sharp departure from
the framing of “strategic com-
petition” used by former US
President Joe Biden, which
Beijing disliked.

“Until now, China hasn't

proposed an alternative - now
they have - ifthe US side agrees,
thatis progress,” said Da Wei, di-
rector of the Center for Interna-
tional Security and Strategy at
Tsinghua University in Beijing.

A brief US summary of
Thursday’s talks highlighted
what the White House called
the leaders’ shared desire tore-
open the Strait of Hormuz off
Iran, and Xi'sinterest in Ameri-
canoil purchasesto pareitsde-
pendence on West Asia.

On Friday, China's foreign
ministry issued a blunt state-
Mment outlining its frustration
With the war. "This conflict,
which should never have hap-
pened, hasnoT -
tinue,” the ministrysaid, adding
that China supported efforts to
had disrupted energy supplies
andthe globar eCononTy—
At Zhongnanhai, Trump
said the leaders had discussed
Iran and felt “very similar”,
though Xi did not comment.

On the flight back home,
Trump added that he wasn't
“asking for any favors” on Iran.

Still, US Treasury Secretary
Scott Bessent had urged Beijing
T everage Wi Tehzan
to make a deal. But analysts
qoubt Xi will be willing to push
Hard or end support for 1ts mili-
(@ry_given Iran’s value to Beij-
ingasastrategic counterweight

to the United States.

Taiwan says it will
deepenties with
US following
Trump-Xi summit

Reuters
Taipei, May 15

TAIWAN WILL deepen ties
with the United States follow-
ing talks between President
onald Trump and Chinese
leader Xi Jinping in Beijing, its
foreign ministersaid on Friday,
adding that it was China that
was increasing regional “risks”.
Trump said earlier on Fri-
dayon his way home from Beij-

ing that he had discussed US
arms sales to Taiwan With

resident Xiand said he would

soon make a decision on the

matter, Eigﬁ igEting a flash-
TIn US-ChINa rerations.

point in Us-

The USis Taiwan’s most im-
portant international backer,
while China, which claims the
democratically governed is-
land asits own, has demanded
that such arms sales stop.

In a post on his Facebook
page which did not directly ref-
erence Trump'sremarks, Taiwa-
nese Foreign Minister Lin Chia-
lung said many Taiwanese had
been “concerned” by the US
president's meeting with Xi.

“Iwanttoreportto everyone
that my diplomatic team and 1
have continued toclosely moni-
torthesituation, and have main-
tained good communication
with the US,” Lin said. “Taiwan
occupies akey geostrategic posi-
tion and is a responsible and
trustworthy partner of interna-
tional community...,” headded.



Xi asked me if the U.S. will

defend Taiwan, says Trump

BEIJING

U.S. President Donald
Trump said Chinese Presi-
dent Xi Jinping had asked
him on Friday if Washing-
ton would defend Taiwan
in the event of a conflict.

rhat question  was
asked to me today by Presi-
dent Xi. I said, “I don’t talk
about that,” Mr. Trump
told reporters after depart-
ing China, speaking aboard
Air Force One on the way
back to the U.S.

Mr. Xi in Thursday’s
talks said the Taiwan issue
was the most important
question and biggest risk
to China-U.S.  relations.
Both leaders have said they
want to inject stability into
the relationship.

The U.S., which in 1979
recognised the People’s
Republic of China as the
sole Tegal government of
China and ceased formal
diplomatic relations with

/

-
-
-

Donald Trump shakes hands with Xi Jinping while leaving after a
visit to the Zhongnanhai Garden in Beijing on Friday. Ap

Taiwan, has followed a pol-
icy of “strategic ambigui-
ty” on whether it would in-
volve itself in a conflict,
and has said it was op-
posed to unilateral chang-
es in the status quo.

Mr. Trump was asked
whether he would move

Taiwan... He’s against very
much what they're doing.
We talked about Taiwan
and Iran a lot. I think we
have a very good under-
standing on both. On Tai-
wan, he does not want to

see a fight for indepen-

dence. I heard him out, |

ahead with expected arms
sales to Taiwan, in keeping
with past U.S. practice. “I'll
make a determination over
the next fairly short pe-
riod,” he said. “President
Xi and I talked a lot about

did not make a comment
on it. I have a lot of respect
for him.”

“The last thing we need
right now,” Mr. Trump ad-
ded, “is a war that’s 9,500
miles away”.




BRICS members agree on

creation of ‘independent,

viable’ state of Palestine

Kallol Bh herj
NEW DELHI

The BRICS Foreign Minis-
ters’ meeting that conclud-
ed here on Friday reaf-
firmed the grouping’s call
for the creation of an “in-

dependent and viable state
of Palestine” within the

pre-1967 borders, with
East Jerusalem as its
capital.

While consensus
emerged on the Statehood
for Palestine, several other
issues saw the members
disagreeing among them-
selves, which prevented
the emergence of a Joint
Statement, leading instead
to the release of a ‘Chair’s
Statement and Outcome
Document’.

Sources said there were
several significant dis-
agreements between dele-
gations of the United Arab
Emirates and Iran, whose
Foreign Minister Seyed Ab-
bas Araghchi addressed a
press conference here on
Friday, asserting Tehran’s
position on multiple issues
like the bitterness with the
UAE and the control over
the Strait of Hormuz,
which he described as a
maritime region that falls
within the “territorial wa-
ters of Iran and Oman”.

“They reafirmed their
support for the State of Pal-
estine’s full membership in
the UN in the context of the
unwavering commitment
to the two-state solution in
accordance with interna-
tional law, including rele-
vant UN Security Council
and General Assembly re-
solutions and the Arab
Peace initiative, that in-
cludes the establishment
of a sovereign, indepen-

A
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Union Minister S. Jaishankar meets Iranian Foreign Minister Seyed

Abbas Araghchi in New Delhi on Friday. AnI

dent and viable State of
Palestine within the inter-
nationally recognized 1967
borders, which included
Gaza Strip and the West
Bank, with East Jerusalem
as its capital, to achieve the
vision of two States living
side by side in peace and
security,” the Chair’s State-
ment said.

While the segment on
Palestinian statehood did
not draw any objection
from members, there were
indications about the
UAE’s objection from Mr.
Araghchi, who, in res-
ponse to a question on a re-
ported objection from a
BRICS member state on
the paragraph on Gaza
Strip, said, “Everybody
knows which country
blocked anything against
Israel. This country provid-
ed in-depth help to the U.S.
and Israel with their mili-
tary bases. As far as we are
concerned, they are a di-
rect party to this aggres-
sion and should be held
responsible.”

The paragraph on the
Gaza Strip described the
territory as an “insepara-
ble part of the Occupied
Palestinian Territory”
while calling for “unifying

the West Bank and Gaza
Strip under the Palestinian
Authority”.

Sources also indicated
that the paragraph in the
document that highlights
the importance of Bab AT
Mandab Strait and the Red
Sea, where the Iran-backed
Houthi militias have in-
creased obstructive activi-
ties, also drew resistance
from Iran. A source, who
was present inside the
main conference hall in
Bharat Mandapam on both
days, said the exchanges
between Iran and the UAE
were extensive and candid
and “both sides believed
that they were right in
dealing with the war In the
way that they did.”

In his press conference,
Mr. Araghchi highlighted
the maritime situation in
the Gulf region, saying the
“situation in the Strait of
Hormuz is complicated”
and blamed the United
States for the blockade.
The Chair’s Statement ancl
Outcome Document
placed it on record that
“There were differing
views among some _mem-
bers as regards the situa-
tion in West Asia’/Middle
East region.”




India, UAE sign pacts on

energy, defence as Modi
visits West Asian nation

Suhasini Haidar
NEW DELHI

India and the UAE con-
cluded a framework de-
fence cooperation agree-
ment and signed

agreements on building In-
dia’s strategic petroleum
reserves and LNG supplies
as Prime Minister Naren-

Mr. Modi travelled to the
UAE as the first stop in his
week-long, five-nation trip
to the Netherlands, Swe-
den, Norway and Italy.

Expressing support for

“We condemn the at-
tacks on the UAE,” Mr. Mo-
di said in his opening re-
marks. “The way the UAE
has been targeted is not ac-
ceptable,” he added, prais-
ing the UAE’s “restraint” in
responding to the attacks.
Mr. Modi offered India’s

— Fd

Prime Minister Narendra Modi with UAE President Sheikh Mohamed

bin Zayed Al Nahyan at a ceremonial reception in Abu Dhabi. pTi

support for all peace ef-
forts in the region.

In a video address, Fo-
reign Secretary Vikram
Misri said the Strategic De-
fence Cooperation Frame-
work that was concluded
during the visit had been
proposed during a visit by
MbZ to Delhi in January.

“Under this [agree-
ment| the two sides will
strengthen their collabora-
tion in defence manufac-
turing, defence technolo-
gy, defence equipment,
industrial  collaboration
and cooperation and in
coordination across va-
rious areas,” Mr. Misri said.

A External Affairs Minis-
try release expanded on

the areas of cooperation,
including training, military
exercises, special opera-
tions and interoperability,
indicating the armed forc-
es would engage with each
other closely, including in
“maritime security, cyber-
défénce and _mlormation
exchanges”.

Boosting India’s Strateg-
ic Petroleum Reserves was
another outcome of the vi-

Dhabi National Oil Compa-
ny signed two MoUs for
crude oil storage in India of
up to 30 million barrels
with the Indian Strategic
Petroleum Reserves Ltd.,

and for potential crude oil
storage facilities in UAE.




US. ‘seeks to indict Cuba’s ex-President

Raul Castro’ amid escalating fuel crisis

WASHINGTON

The United States is seek-
ing_to indict Raul Castro,

the 94-year-old brother of
late Cuban leader Fidel

Castro, as Washington
ramps up pressure on the
communist-run island,
LLS, media_ reported on
Thursday.

An indictment of Mr.
Castro would be a stunning
twist in the deepening cri-
sis in U.S.-Cuba relations,
with the island enduring
constant power outages

Ve

Raul Castro

prompted by U.S. Presi-
dent Donald Trump’s fuel
blockade.

Mr. Trump has repeat-
edly signalled that he

wants to topple the com-

Cuba.

Raul Castro, who suc-
ceeded his brother as Pre-
sident of Cuba, oversaw a
historic_2015 rapproche-
ment with the United
States under Barack Oba-

ma that Mr. Trump later
reversed.

CBS News reported that
the possible indictment
would focus on the 1996
downing of two civilian
planes manned by anti-
Castro pilots, citing U.S. of-
ficials familiar with it.

Meanwhile, CIA Direc-
tor John Ratcliffe met with
Cuban officials _including
Raul Castro’s grandson
during a high-level visit to
the island on Thursday, Cu-
ban and U.S. officials said.

Mr. Ratcliffe met with
Raul Guillermo Rodriguez
Castro, Interior Minister
Lazaro Alvarez Casas and
the head of Cuban intelli-
gence services, and dis-
cussed intelligence cooper-
ation, economic stability
and security issues. A CIA
official confirmed the
meetings.




India’s goods exports

climb to $43.6 billion

India’s overall trade grew in April
B U Oya nt tra d e 2026 despite disruptions (in $ billion)
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NEW DELHI and services, fell 30% in

Despite significant head-
winds to trade due to the
West Asia crisis, the value
of India’s merchandise ex-
ports grew nearly 14% in
April 2026 to $43.6 billion,
official data released on
Friday showed.

This performance was
due in part to the overall

rise in prices as well as to
the efforts by Indian expor-
ters to diversify their mar-
kets, Commerce Secretary
Rajesh Agrawal said on Fri-
day. The overall trade defi-

April 2026 to $7.8 billion.

“The positive growth in
value can have some con-
tribution from prices be-
cause prices of many
things are going up,” Mr.
Agrawal said at a press
briefing. “It is also to the
credit of our industry,
which has been able to
maintain the supply chains
and look at new markets
and diversify their ex-
ports.”

CONTINUED ON
» PAGE 8



India’s goods exports
climb to $43.6 billion

He added that growth in exports in April has come
from multiple countries where such high growth
rates have not been seen in the past, such as Tan-
zania.

Merchandise exports to Tanzania grew 158% in
April 2026 to $1.2 billion, while exports to several
other historically smaller export destinations
countries such as Sri Lanka (215%), Singapore
(179%), Bangladesh (64%), and Vietnam (53%), also
saw relatively strong growth. The West Asia crisis
did have an impact on India’s exports to the re-
gion, however. “Exports to West Asia dived in
March and declined in April as well, but now the
decline is only 28%,” Mr. Agrawal noted. “Our ex-
port to West Asia has been $4.16 billion as com-
pared to $5.78 billion in April 2025.” “On imports
from West Asia, we see there has been a fall in mer-
chandise imports, which has reduced from $15.3
billion in April last year to $10.5 billion, down
31.6%, for reasons that are well known,” he added.




How tax relief on bond

investments will help FPIs

George Mathew
Mumbai, May 15

The government is reportedly

Withholding tax, akinto a

—_—

tax deducted at source (TDS), is
paid by foreign investors on the
interest they earn on their hold-
ingof Indian bonds.

A high withholding tax is
seen as amajor deterrent for for-
eign capital inflows at a time
when Indiais grappling with ris-
ing external pressures, includ-
ing a sharp surge in crude oil
prices.

Thegovernment has already
proposed several measures to
curb outflows and manage the
external account.

Market participants believe
that lowering the withholding
tax could improve post-tax re-
turns for foreign investors, make
Indian debt and other financial
assets more attractive, and help
stabilise forex reserves amid
heightened global uncertainty.

Whatis awithholding
tax?

Withholding tax, or WHT, is
a tax collected at the source of
income. Instead of waiting for
an investor or foreign company
to pay taxes at the end of the fi-
nancial year, the government
requires the a
portion of the income before jt
is remitted to the recipient.

The deducted amount is
thendirectly deposited with the

government.

When was withholding
taxratehiked?

Indiahad in2012introduced
a concessional 5% withholding
taxrateoninterestearmn I-
eign investors from investments
in government securities and
certain rupee-denominated
bonds under Section 194LD of
the Income Tax Act.

However, the concessional
regime expired in July 2023. Fol-
lowing its expiry, the withhold-
ing tax applicable to many for-

*TAX REVERSAL

INDIAINTRODUCED aconces-
sional 5% withholding tax rate
oninterest earned by foreign
investors from government
bonds investments in 2012

THECONCESSIONAL regime
expired in July 2023. Following
that, the withholding tax reverted
to around 20%, making India one
of the relatively higher-tax juris-
dictions for global investors.

THEUS imposes a 30% tax,
Germany 26.4%, France 25% and
China 10%. Hong Kong and Singa-
pore don't have a withholding tax:

eign investors effectively re-
verted to around 20%, making

India one of the relatively
higher-tax jurisdictions for glo-
balbond Investors.

Analysts say the higher tax
burden reduced the attractive-
ness of Indian debt instruments
at atime when the country was
also seeking greater foreign
capital inflows and inclusion in
global bond indices. India’s
withholding tax regime hasalso
evolved significantly over the
decades in other areas. In 1976,
withholding tax on royalties
paid to non-residents was fixed
at 40%, while fees for technical
services (FTS) attracted a 20%
levy.

Between 1986 and 2005, the
government sharply cut the
withholding tax rate on both
royalties and technical services
toI0% inan effort tolower tech-
nology acquisition costs for In-

dian companies and encourage
foreign collaboration.

How will slashing with-
holding tax affect FPIs?
Thewithholding tax reduces
foreign portfolio investors’ (FPIs)
effective yields and overall in-
vestment returns because it is
deducted at the source beforein-
terest, dividends or other invest-
ment income is remitted to
them. This compresses inves-
tors’ post-tax returns, weakens

the power of long-term com-
poundingand limitsthe amount
of capital available for immedi-
atereinvestment.

Forlarge global investorsop-
erating across multiple jurisdic-
tions, such deductions can also
create short-term liquidity con-
straints by locKing up funds until
tax credits or refunds are pro-
cessed.

In addition, FPIs often face
significant administrative and
compliance burdensinclaiming
relief under Double Taxation
Avoidance Agreements
(DTAAs). Higher withholding
taxes may therefore reduce the
attractiveness of amarket by in-
creasing transaction costs,
lowering risk-adjusted returns
and creating regulatory friction
for overseas investors.

Do other countries

imposesuchatax?

Most countriesimpose some
form of withholding tax on for-
eign investors, especially on
passive income such as divi-
dends, interest and royalties.
However, the rates, scope and
exemptions vary widely de-
pendingon the country, thetype
ofinvestorand whetheraDTAA
exists with the investor’s home
country. The US imposes a 30%
tax, Germany 26 4%, France 25%
and China10%. Hong Kongand
Singapore don’t have a with-
holding tax.

How much do FPIs
investindebt?

FPIs hold a relatively small
share of India’sgovernment debt
market, though their exposure
lglaﬂsushdmﬁm@m
clusion in global bond indices
such as the JPMorgan Govern-
ment Bond Index-Emerging
Market. The Reserve Bank of
India has kept the FPI invest-
ment cap in government secur-
ities at 6% of outstanding stock.
Attheend of March 2025, FPIin-
vestment in dated securities
jumped by 43.2% to 439 billion
from its level of 30.6 billion at
end-March 2024.
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April gold imports surge

82%, goods trade deficit

widens to $28 billion

Siddharth Upasani
New Delhi, May 15

Two days after the government
raised the import duty on gold,
silver, and platinum to cool the
pressure on the rupee amid the
ongoing war in West Asia, data
from the commerce ministry
on Friday showed that gold im-
portsjumped 82% year-on-year
to$5.63 billion in April, with the
overall merchandise trade defi-
citrisingtoathree-month high
of $28.38 billion.

Silver imports more than
doubled to $411 million in April
compared to the same month
last year.

The vegetable oil import
bill, meanwhile, surged 40%1to
$1.72 billion. The impact of the
war in terms of supplies and
priceswasalsovisibleinthe im-
port of petroleum, crude. and
products, which were down
10% year-on-vear at $18.63 bil-
lion - but 53% higher compared
to March.

While merchandise exports
increased by 13.8% to $43.56 bil-
lion — outbound shipments of
petroleum products soared
35% to $9.59 billion — imports
rose by 10% to $71.94 billion.

With the rupee under in-
tense pressure since the war in
West Asia began in late Febru-
ary — it has tumbled 5.2%
againstthe USdollarsincethen
— the government has been
taking austerity measures to
ease the strain on the use of for-
eign currency and reduce fuel
consumption.

In addition to a hike in the
import duty on precious
metals, oil marketing com-
panies on Friday increased the

pump price of petrol and diesel

for the first time in four years.

Meanwhile, Commerce Sec-
retary Rajesh Agrawal told re-
porters on Friday that the gov-
ernment has not planned any
further “policy measures to dis-
courage any imports in the
country”.

“But there has been a clar-
ion call by the Honourable
Prime Minister to discourage
non-essential consumption.
So, if there is a citizen move to
consume less of non-essential
consumption, it will translate...
But as far as policy is con-
cerned, we are not putting a
curb.on imports as such right
now,” Agrawal said.

Over the weekend and
again on Monday, Prime Min-
ister Narendra Modi urged the
public to change their con-
sumption behaviour by reviv-
ing Covid-erameasuressuch as
work-from-home and virtual
meetings, avoiding non-essen-
tial foreign travel and gold pur-
chases for a year, and prioritis-
ing local goods, among others.
These actions would help save
the country’s foreign exchange
reserves as most of these activ-
itiesand purchases require im-

port. In 2025-26, India imported
a record $71.98 billion of gold,

up 24% from the previousvear.
Morethan 9% ofIndia’simport
bill last year was due to gold,
with another 1.6% being on ac-
count of silver. Commenting
on the impact of the gold and
silver import duty hike, Agra-
wal said there would “definitely
be some impact”, although it
may be lower in the case of
silver. FULLREPORTON
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Drones, UAS no longer

just eyes in sky, but like

claws, says IAF chief

Press Trust of India
New Delhi, May 15

IAF CHIEF Air ChiefMarshal A
P Singh on Friday said drones
and other unmanned aerial
systems are no more just eyes
in the sky, rather they are now
akin to “claws in the sky”, being
an extension of air power.

In his address at a defence
seminarthemed on unmanned
aerial systems (UAS) and
counter-UAS, he asserted that
in any modern aerial threat,
complete domain awareness is
the key, and there should be
“total coordination” amongthe
three services which willbe op-
erating in the same air space.

“We have  seen what
happens...if youdon't have do-
main awareness, you don't
know where your people are
and where others are. We've
seen what happened to F-15s in
Kuwait. The fratricide part. So
we cannot afford to have
things like that,” the IAF chief
said, referring to the incident
on March 1in which three US
F-15E Strike Eagles wentdown
over Kuwait due to an appar-
ent friendly fire, according to
the US CENTCOM.

The seminar is being co-
hosted by think-tank Centre for

Aerospace Power and Strategic
Studies (CAPSS) and Indian
Military Review (IMR) publica-
tion, at the IAF's Subroto Park
inthe Capital. The drones, UAS
and counter-UAS are very rel-
evant today; it is a reality and
not something for the future,
the IAF chief said.

“So, there isno denying that
thebattlefield hasshifted. We are
shifting totally from those very
concentrated air powertoa sort
of decentralised and auton-
omous way,” he added.

The air chief marshal
underlined that the UAS is an
“extension of air power”.

“So all the rules of air power
will apply when you use the
UAS, just remember that. And,
they are nomore eyes in the sky.
They are like claws in the sky
now. This, we'veseenitin there-
cent conflicts that have taken
place. And we also realised that
during Operation Sindoor, and
this part cannot be forgotten,” he
asserted. “And, when it comesto
counter-UAS, it is like a catand
mouse game. You develop tech-
nology in one field; the counter
technology hastodevelopalong
with it. Because that is how the
game can be played, otherwise,
one side will have total advan-
tage,” the IAF chief said.




