1 US tariffs on
India hit 50pc

as Trump-
Modi ties sour
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NEW DELHI/ WASHINGTON/
BENGALURU: The US has
slapped punitive tariffs on
India over its purchases of
discounted Russian oil,
dealing a blow to the world's
fastest-growing large
economy and deepening a
rift between Washington and
New Delhi, .

The 25 per centlevy, which

came on top of a 25 per cent
"reciprocal" tariff, took
effectat 12.01am Us eastern
timeon Wednesday and
raised duties on India to

among the highest in the
world.

President Donald Trump's
announcement this month -
| that the USwould double its
' tariff rate on India marked a '

sudden escalation of tensions
after the two sides failed to
reach a breakthrough in trade
talks.

Alyssa Ayres, a former state
department official now at
George Washington
University, called the
deterioration in the US-India

relationship "head-spinning",

Indian analysts said Trump's
move was partly aimed at
putting pressure on Russian
President Vladimir Putin to
end his war in Ukraine. But
despite the threat of higher
tariffs, India has continued to
buy Russian crude, albeit at
lower levels,

"Trump is trying to get at
Putinand India is a soft target
todo so," said Ashok Malik,
chair of The Asia Group's
India practice and a former

foreign ministry policy
adviser. * s

The Global Trade Research
Initiative, a New Delhi-based
think-tank, predicted that

Indian exports to the US, the -

country's largest trading
partner, could fall from
$86.5bn this year to about
$50bn in 2026.
It said textiles, gems,
jewellery, shrimp and carpets
would be worst affected, with
the sectors bracing fora 70
per cent collapse in exports,
"endangering hundreds of
thousands of jobs".
Standard Chartered has -
forecast that the tariffs could
knock as much as
percentage point off India's
GDP growth,

- But Anubhuti Sahay, the

' bank's head of India
economic research, noted
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that New Delhi's domestically
focused economy was less
exposed than more export-
oriented Asian peers,
Semiconductors, consumer
electronics and
Pharmaceuticals will be
covered by separate, sector-
specific US tariffs. But India is
nowamong the worst-hit
countries of Trump's tariff
war, with overall duties on a
par with Brazil's and higher
than those of Ch ina, whose
rates are still being

Negotiated.

"I thinkindia could survive 25
percent?.2.2.?but 50 percent
is a completely different
scenario," said Mark Linscott,
aformer US trade negotiator
who now advises US and
Indian businesses,

Talks had stalled in part over
New Delhi's resistance to

opening up the country's vast
agricultural and dairy sectors,
over which Prime Minister
Narendra Modi has vowed to
"never compromise", Us
trade negotiators called off 3
Planned trip to New Delhi this
week. .
Indian government officials
have made overtures to
Russia and China, with Modi
set to make his first visit to
the latter countryin seven
vears this weekend. Foreign
minister Subrahmanyam
Jaishankar last week
encouraged Russian
companies to engage "more
intensively" with India.
Some Indian officials and
analysts believe the
stalemate partly reflects a
cooling of personal ties
between Modi and Trump

who has threatened Apple'for_

shifting some manufacturing
to India, mocked the
country's "dead economy"
and courted its biggest rival
Pakistan.

According to three people
briefed on the matter, Modi
did not communicate with
Trumpin the run-up to the
tariff deadline, as he was
concerned that the US
President could try to squeeze
in last-minute concessions,
Modi's office did not respond
to arequest for comment.
Linscott also pointed to the
collapse in communication
between Trump and Modi.
"The missing component was
the leader-to-leader
conversation, and the
Opportunity for the president
toseal the deal, to put his
stamp of approval on it," he
said.
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With over 80% of exports tied

to garments, Bangladesh’s
economy soars on one wing alone.
Diversification—both within and
beyond RMG—is no longer optional
but essential for resilience in an
uncertain global'market

arren Buffett, one of the most successful inves-

tors and renowned for his long-term strategy,

_said: “Do not put all your eggs in one

basket.” This principle has long been regarded as the

cornerstone of diversification, and it applies equally to
personal, corporate, and national investments.

Defying this principle, Bangladesh has nonetheless

performed well so far, being recognised as an emerging

economy and a potential next Asian Tiger, thanks to its

The Business Standard

strong growth driven mainly by the read}r -made garments
(RMG) industry and inward remittances. Yef this raises a
critical question: how far can one fly with just one wing?

The RMG industry has consistently contributed more
than 80% of Bangladesh’s total exports since 2013-14,
according to BGMEA data. Recently, this sector account-
ed for 81.49% of total exports and created employment

-for more than 4 million people, the majority of whom are

women. This demonstrates both the remarkable success
of the sector and the significant pamcipation of women
in the country’s economy.

However, such heavy dependence on a single sector
exposes the country to concentration risk—something
that was felt acutely only a few days ago when former
US President Donald Trump’s reciprocal tariff of 35%
was nearly imposed. It is important to note that Bang-
ladesh has its highest single-market exposure in the US
, which accounts for 18% of total merchandise exports
worth $48.28 billion. Although the tariff was ultimately
avoided, the episode highlighted the country’s vulner-
ability. Without diversification—both within the RMG
sector and beyond—Bangladesh’s export growth cannot
remain sustainable.
~ As in previous years, the interim government has set

‘the merchandise export target for FY26 at $55.00 bil-

lion, a 13.40% increase from the $48.29 billion achieved
in FY25. The total export target, including services, has
been fixed at $63.50 billion, up 16.5% from $55.45 billion
in FY25. While the targets appear consistent and achiev-
able, the plan contains no clear roadmap for diversifica-
tion; with specific targets and timelines still absent.

A comparison with regional peers underscores the chal-
lenge. India’s export basket, according to the latest finan-
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«derscores the chal-
'to the latest finan-

cial year’s data, comprises engineering goods (26.88%),
petroleum products (13.86%), electronic goods (8.89%),
pharmaceuticals (7.01%), gems and jewellery (6.87%),
chemicals (6.60%), ready-made garments (3.68%) and
others (26.20%). This reflects a diversified structure with
no single-product concentration above 30%, supported
by a focus on capital- and skill-intensive sectors.

Similarly, Vietnam’s exports include computers and
electronic products (17.90%), telephones and parts
(13.29%), machinery and accessories (12.87%), textiles
and sewing products (9.13%), footwear (5.64%), wood
products (4.02%), transport equipment (3.72%) and oth-
ers (33.44%). Vietnam thus maintains single-product
concentration below 20% with a strategic mix of low-end
and high-end products that leverage a skilled workforce.

By contrast, Bangladesh’s export basket—dominated
by RMG, with smaller contributions from leather, agri-
cultural products, jute, engineering products, and phar-
maceuticals—shows over 80% concentration in a single
labour-intensive industry, reflecting both a lack of diver-
sity and limited skills development.

The need for diversification has never been more ur-
gent, given shifting global trade dynamics, evolving po-
litical landscapes, and rapid technological advancement.
If pursued effectively, diversification will not only reduce
risk but also unlock opportunities in untapped markets.
Diversification within the RMG sector ¢
Bangladesh’s current: RMG exports of $39.35 billion are
heavily concentrated, with 50.10% going to the EU,
19.18% to the US, 11.05% to the UK, 3.31% to Canada, and
16.36% to non-traditional markets. This highlights the
need to expand into new markets such as Japan, South

Korea, Australia, Southeast Asia, and the Middle East.

Developing backward linkages to reduce dependence
on imported raw materials, shifting from cotton-based to
man-made fibres, and targeting high-end garment items
could significantly strengthen the sector’ s resilience and
value addition.

Diversification beyond the RMG sector

Leather and leather products

Despite an ample supply of raw materials, particularly
from sacrificial animals during Eid-ul-Adha, Bangla-
desh’s leather industry continues to struggle with com-
pliance and certification challenges, The global leather
market, according to Fortune Business Insights, is pro-
jected to reach $855.36 billion by 2032.

To tap into this potential, Bangladesh must modern-
ise and ensure the efféctive operation of the Central Ef-
fluent Treatment Plant (CETP) in Savar, enabling busi-
nesses to secure certification from the Leather Working
Group (LWG). Building a strong vertical supply chain
through backward linkages would also help enhance
competitiveness and sustainability. »

Agricultural products
Global demand for processed and organic agro-products
is rising. Bangladesh’s fertile land and favourable cli-
mate can be leveraged through better-cold storage facili-
ties and stricter quality control.

According to the World Population Review’s Food
Index 2024, per capita food waste in Bangladesh is 82
kg annually, amounting to 14.1 million tonnes in total—
higher than in the US(73 kg),
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—— youth population. Attracting investment from

~China (76 kg), and India (53 kg). Reducing waste
 could itself unlock export opportunities.

Jute and jute products

With the global shift toward sustainable alterna-. :
tives, jute offers Bangladesh a chance to reclaim
its position as-a global leader in this sector,
building on its historical legacy and expertise, **

Pharmaceuticalsand APIs = . |
Bangladesh’s phatmaceutical industry. currently
meets '98% of domestic medical demand and ex-
ports to over 150 countfies, taking advantage of

TRIPS waivers_available to LDCs. But with LDC®
graduation due in 2026, these advantages will end. .
Rising chronic disease and ageing populations : - ©

globally are driving demand, but Bangladesh must

develop an Active Pharmaceutical Ingredient (API)

écosystem and maintain strong R&D investment to
redtice costs by over 20% and remain competitive.
Engiheering and ICT-enabled v
products/services

Bangladesh has a large and growing tech-savvy

global tech companies, expanding vocational
training centres across districts, and fostering
stronger industry—academia collaboration could

‘create jobs and-boost exports. With proper sup-

port, Bangladesh could become a hub for out-
sourcing and digital innovation.
Ultimately, words must translate into action.

‘Ensuring political stability, removing trade bar-
. “riers, and improving the ease of doing business .-

are essential steps to foster a conducive environ-
ment. The more diversified Bangladesh’s export
basket becomes, 'the more resilient its economy
will be—protecting both the RMG sector and oth-
er emerging industries. The sooner this process -
begins, the better, because opportunities do not

remain open forever.

JOSEF AHMED IS ACORPORATE BANKER AT crry BANR PLC
AND A FINANCE GRADUATE FROM THE UNIVERSITY OF DHAKA

.. Disclaimer: The views and opilﬂons.lexp'xrgsséd" '
in this article are those of the author ahd do

not necessarily reflect the opinions and views ~
of The Business Standard. :
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