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India—-US Trade Deal:
A Strategic Reset With Deep Economic
and Geopolitical Implications

The announcement of the India—US trade deal marks a decisive shift in the bilateral economic relationship between the
world's largest and fifth-largest economies. While headline attention has focused on tariff reductions, the
agreement's real significance lies in how it repositions India within global supply chains, recalibrates geopolitical
alignments, and reshapes sectoral competitiveness over the medium term. This is not a narrow trade pact; it is a
strategic reset that blends commerce, energy security, and geopolitics into a single framework.

At the core of the announcement is the decision by the United States to reduce reciprocal tariffs on Indian goods to
18%, down from significantly higher effective levels that had built up due to layered duties and punitive measures. In
parallel, India has agreed to improve market access for American goods by lowering tariffs and non-tariff barriers
across select categories, while expanding imports from the US in energy, agriculture, and manufactured products.
Markets interpreted this as a meaningful de-risking of India's external trade environment, reflected immediately in
currency strength and improved export sentiment.

Why This Deal Matters Now

Timing is critical. The agreement comes at a moment when global trade is fragmenting into blocs, supply chains are
being rewritten, and geopolitical risk premiums are influencing capital flows as much as earnings growth. For India,
the US is its largest single-country export destination, accounting for nearly one-fifth of total exports. Prolonged
tariff uncertainty had begun to weigh on export visibility, especially for labour-intensive and price-sensitive sectors.

By resetting tariffs and signalling political alignment, the deal removes a key overhang just as India is scaling
manufacturing capacity under production-linked incentive frameworks and positioning itself as a China-plus-one
alternative. Importantly, the agreement follows closely on the heels of India's trade engagement with Europe,
reinforcing the message that India is anchoring itself deeper into Western trade and capital networks rather than
remaining peripheral participant.
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Understanding the Tariff Realignment

The most tangible outcome of the deal is the reduction in US reciprocal tariffs from 25% to 18%, alongside the
removal of additional punitive duties that had pushed effective tariffs on some Indian goods to levels approaching
50%. While this does not yet constitute a comprehensive free trade agreement, it meaningfully alters the cost equation
for Indian exporters selling into the US market.

On the Indian side, commitments include a phased reduction of tariffs and non-tariff barriers on American goods,
potentially moving towards zero duties in select categories. India has also indicated a willingness to expand purchases
from the US across petroleum products, agricultural goods, defence equipment, and technology hardware. While
headline numbers around total purchase commitments are ambitious, the directional intent is clear: deepen trade
volumes while aligning strategically.

Geopolitics Embedded in Trade

This deal cannot be viewed in isolation from geopolitics. Trade concessions are intertwined with broader strategic
objectives, particularly around energy security and global conflict dynamics. The US has explicitly linked the
agreement to India diversifying its crude oil imports away from Russia towards American and allied suppliers. For
Washington, this supports a broader geopolitical goal of reducing Russia's energy revenues. For India, it introduces a
delicate balancing act between geopolitics and economics.

While discounted Russian crude has helped India manage inflation and fiscal pressures over the past two years,
diversification does not necessarily imply a complete exit. Instead, it signals flexibility and alignment, which carries

diplomatic value. The trade deal thus becomes a tool of strategic signalling—demonstrating India's ability to engage
pragmatically with multiple power centres while safeguarding its long-term interests.
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* Textiles and Apparel

Among the biggest beneficiaries are textiles and apparel, a sector highly sensitive to tariff differentials. Lower US
tariffs directly improve landed cost competitiveness for Indian exporters, especially in basic garments, home textiles,
and cotton-based products. Given that this sector is labour-intensive, the upside extends beyond corporate earnings
to employment and capacity utilisation.

 Gems and Jewellery

The US remains one of the largest markets for Indian gems and jewellery exports. Reduced tariff friction improves
margins, shortens working capital cycles, and enhances order visibility for exporters operating in an already
competitive global environment. This sector stands to benefit disproportionately from smoother trade logistics.

» Chemicals and Engineering Goods

Indian specialty chemicals, engineering goods, and industrial components gain from improved access and
reduced trade friction. These segments are increasingly integrated into global value chains, supplying intermediate
goods rather than finished products. Even modest tariff relief can unlock incremental volumes and long-term supply
contracts with US manufacturers.

e Seafood and Agricultural Exports

Certain agri-exports and seafood categories also stand to gain as tariff and compliance costs ease. Given rising US
demand for processed food and protein, Indian exporters could see better pricing power and higher volumes, provided
quality and traceability standards are maintained.

e Auto Components and Electrical Machinery

While finished automobiles remain constrained by existing US trade protections, auto components, electrical
machinery, and precision instruments benefit from reduced friction. These segments are well-positioned to
integrate into US supply chains, particularly as manufacturers diversify sourcing away from East Asia.

What Remains Unchanged

Itis equally important to note what the deal does not change. US tariffs on steel, aluminium, and select automotive
categories remain elevated under national security provisions. These sectors should not be viewed as immediate
beneficiaries. The agreement is selective rather than universal, favouring labour-intensive and value-added exports
over capital-intensive commodity products.

Macroeconomic and Market Implications

From a macro perspective, the deal supports a more favourable balance of payments outlook by improving export
competitiveness and strengthening capital inflows. Reduced trade uncertainty lowers India's geopolitical risk
premium, which is particularly relevant for foreign portfolio and direct investors evaluating long-term exposure.

Currency markets responded positively because stronger exports and improved trade visibility reduce pressure on the
rupee over time. For equities, the agreement strengthens the investment case for manufacturing-led growth and
reinforces confidence in India's role within global supply chains. Importantly, this is not a one-quarter earnings story;
itis a multi-year structural theme.
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Risks and Execution Challenges

Despite the optimism, risks remain. Final implementation details, legal texts, and timelines are still evolving. Markets
are currently pricing intent and direction rather than fully executed policy. Additionally, a shift in energy sourcing
away from discounted suppliers could have second-order effects on inflation and fiscal balances if not managed
carefully.

There is also the broader risk that global political dynamics—US domestic politics, trade retaliation, or renewed
protectionism—could disrupt the momentum. Investors should therefore distinguish between strategic direction,
which is clearly positive, and tactical execution, which will unfold gradually.

The Bigger Picture

The India—US trade deal is best understood as part of a larger mosaic. Alongside recent trade engagements with
Europe and deeper participation in global manufacturing networks, it signals India's intent to position itself as a
reliable, scalable, and geopolitically aligned economic partner. For investors, this may reinforce the structural
case for India as a long-term growth market supported by policy alignment, demographic strength, and global
integration.

The true impact of the deal will not be measured in immediate trade numbers, but in how effectively India converts
improved access into sustained export growth, manufacturing scale-up, and higher value addition. On that front, the
agreement marks a meaningful step forward.
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Disclaimer: This report has been prepared by the research department of Invasset, is for information purposes only. This report is
not construed as an offer to sell or the solicitation of an offer to buy or sell any security in any jurisdiction where such an offer or
solicitation would be illegal. Invasset have exercised due diligence in checking the correctness and authenticity of the information
contained herein, so far as it relates to current and historical information, but do not guarantee its accuracy or completeness. This
Document may contain confidential and/or privileged material and is not for any type of circulation and any review, retransmission,
orany other useis strictly prohibited. This Document is subject to changes without prior notice.

The opinions expressed are our current opinions as of the date appearing in the material and may be subject to change from time to
time. Prospective investors are cautioned that any forward looking statement are not predictions and are subject to change without
prior notice. Recipients of this material should rely on their own investigations and take their own professional advice. Invasset or
any of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any
inadvertent error in the information contained in this report. Invasset. or any of its affiliates or employees do not provide, at any
time, any express or implied warranty of any kind, regarding any matter pertaining to this report, including without limitation the
implied warranties of merchantability, fitness for a particular purpose, and non-infringement. The recipients of this report should
rely on their own investigations.

Invasset and/or its affiliates and/or employees may have interests/ positions, financial or otherwise in the securities mentioned in
this report. Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavour to
update on a reasonable basis the information discussed in this material, there may be regulatory, compliance, or other reasons that
prevent us from doing so. This reportis not directed to or intended for display, downloading, printing, reproducing or for distribution
to or use by any person in any locality, state and country or other jurisdiction where such distribution, publication or use would be
contrary to the law or regulation or would subject to Invasset or any of its affiliates to any registration or licensing requirement
within such jurisdiction. Invasset may or may not hold any securities discussed in the article in its portfolios. Invasset may or may not
take decisions based on the information contained in the article while curating portfolios for its clients. Without limiting any of the
foregoing, in no event shall Invasset, any of its affiliates or any third party involved in, or related to, computing or compiling the
information have any liability for any damages of any kind.

This document is issued by INVasset PMS, a SEBI-registered Portfolio Manager (INPO00006907) for informational purposes
only. It does not constitute investment advice, recommendation, or solicitation. Views expressed are general market opinions
based on publicly available information and may change without notice.

This research has been done by the

Core Fundamental Research Team of InvAsset PMS Desk.

Anirudh Garg Harshal Dasani Bhavik Joshi
anirudhgarg@invasset.com | harshaldasani@invasset.com | bhavikjoshi@invasset.com

\ /)

www.invasset.com




0

MUMBAI

911, One Lodha Place,
Lower Parel, Mumbai, Maharashtra-400013

GURUGRAM

4" Floor, Two Horizon Centre,
DLF Phase 5, Gurugram, Haryana-122002

INV LUDHIANA

Plot No. 14-15, Canal Road,
South City Ludhiana, Punjab -142027

AHMEDABAD

Sl - M - BOO3, Shilp Incubation Center,
Gift SEZ, Gift City, Gandhinagar-382365

DUBAI

Office No. 503, 5" Floor Court Tower,
Business Bay, Dubai-391406

4A>
L W CH

t\/2
+91 98158-10172 info@invasset.com www.invasset.com



	Page 2
	Page 3
	Page 4
	Page 5
	Page 6
	Page 7
	Page 8

