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Intensification of the third Covid wave may taper trade deficit in Q4 FY22 
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India’s merchandise trade deficit narrowed marginally to USD 21.7 bn in Dec-21 from 

a record high deficit of USD 22.9 bn in Nov-21. Although both exports and imports 

improved sequentially in Dec-21, the modest contraction in trade deficit was on 

account of a relatively sharper increase in exports vis-à-vis imports. What is noteworthy 

is that total value of both exports and imports stand at their respective record high 

levels. In value terms, exports rose to a monthly high of USD 37.8 bn in Dec-21 from 30.0 

bn in Nov-21. In a similar vein, imports also rose to a record high level of USD 59.5 bn in 

Dec-21 from USD 52.9 bn.  

The increase in imports is broad-based with crude oil imports (USD 19.2 bn), gold (USD 

4.7 bn) and non-oil and non-gems & jewellery imports (NONG) (USD 35.5 bn) recording 

a significant increase. Despite a moderation in crude oil prices in Dec-21 albeit 

temporary, oil imports remained elevated, indicating that the increase could have 

been driven by a rise in oil import volume. Meanwhile, NONG imports- a key indicator 

for domestic demand, touched an all-time high level rising to USD 35.5 bn. On the 

other hand, it is encouraging to see export momentum in both oil (USD 5.9 bn) as well 

as non-oil exports (USD 31.9 bn) move up again despite tightening of lockdown 

restrictions in India’s few export markets.  

The normalization in economic activity is underscored by continued improvement in 

India’s external metrics with total exports and imports trailing well above their pre-

pandemic levels. With total imports tracking above USD 50 bn for the past four 

consecutive months, cumulative merchandise trade deficit for the first nine months 

(Apr-Dec’21) now stands significantly higher at USD 142.4 bn vs. USD 125.9 bn in the 

corresponding pre-pandemic period of FY20.  

While recovery in global growth along with various government initiatives such as PLI 

scheme on domestic front will continue to support India’s export growth momentum, 

resurgence of Covid infections amid rapid spread of Omicron variant globally does 

pose a threat of scuttling the pace of global economic recovery in the short term, 

thereby providing some pressure on India’s exports. Additionally, the state level 

restrictions imposed or likely to be imposed in India due to rising caseloads could also 

hamper the production activities moderately, thereby weighing on India’s export 

performance. Nevertheless, despite the residual risks from Covid, traction in exports 

continues to highlight the possibility of achieving government’s FY22 target of USD 400 

bn. (Cumulative exports for Apr-Dec’21 currently stands at USD 301.3 bn).  

Meanwhile, total imports have risen by 21.8% to USD 443.8 bn in Apr-Dec’21 as 

compared to Apr-Dec’19 reflecting a pickup in industrial demand, increase in 

commodity prices, gradual unlocking of lockdown restrictions and a pick-up in the 

pace of inoculation. Overall, imports of agricultural commodities mainly vegetable oil 

and oilseeds followed by chemicals, and electronics have risen significantly in Apr-

Dec’21 as compared to the pre-pandemic period. Taking this monthly trend into 



 

 

account, the current account deficit in Q3 FY22 is expected to see a further expansion 

from the Q2 levels. However, the trend of rising trade and current account deficit may 

see a taper in Q4 FY22 due to the risks of reimposition of restrictions by several states, 

thereby impacting the nascent uptick in domestic demand. Nevertheless, with trade 

deficit numbers in Q3 FY22 surging to record high levels, we have revised up our FY22 

current account deficit forecast higher to USD 46 bn from USD 38 bn earlier (from a 

surplus of USD 24 bn in FY21).  

 

Chart 1: Exports and Imports surge to record high levels in Dec-21  

 
 

Chart 2: Trend in India’s merchandise trade balance  
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About Acuité Ratings & Research Limited: 

Acuité Ratings & Research Limited is a full-service Credit Rating Agency registered 

with the Securities and Exchange Board of India (SEBI). The company received RBI 

Accreditation as an External Credit Assessment Institution (ECAI), for Bank Loan Ratings 

under BASEL-II norms in the year 2012. Since then, it has assigned more than 8,900 

credit ratings to various securities, debt instruments and bank facilities of entities 

spread across the country and across a wide cross section of industries. It has its 

Registered and Head Office in Kanjurmarg, Mumbai. 
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Disclaimer: This release is sent to you for the sole purpose of dissemination through 

your newspaper / magazine / media / website / agency. The release may be used 

by you in full or in part without changing the meaning or context thereof but with due 

credit to Acuité. However, only Acuité has the sole right of distribution of its releases 

through any media. Acuité has taken due care and caution for writing this release. 

Information has been obtained by Acuité from sources which it considers reliable. 

However, Acuité does not guarantee the accuracy, adequacy or completeness of 

information on which this release is based. Acuité is not responsible for any errors or 

omissions or for the results obtained from the use of this release. Acuité has no liability 

whatsoever to the users / distributors of this release. 
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