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Logistics overhang

Rupee fall unlikely
to boost exports

Fall in value of other currencies
to not give India competitive edge

KARUNJITSINGH &
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NEW DELHI,MAY 15

THE RUPEE’'S depreciation
against the US dollar may hold
little upside for India as exports
seem unlikely to benefit, amid
olobal supply chain constraints
and fall in currency values of
competitors, even asimports are
set to become more costlier.

The rupee has depreciated by
4.18 per cent since the beginning
of theyear and closed Friday’s trad-
ing session at 77.44 against the
oreenback.

Experts said the depreciation
inthe value of therupeewaslikely
to add to India’s burgeoning im-
port bill but may not have the tra-
ditionally expected impact of
making exports more competitive
as high commodity prices and
olobal supply chain issues are im-
pacting global trade.

“Global supply chains are fac-
ing headwinds dueto problemsin
China. All this is adding to pres-
sures on the cost side, so I don't
think we can expectanimpacton
exports because of the currency
depreciation thatisgoingon,” said
Biswajit Dhar, trade expert and
professor at Jawaharlal Nehru
University. Lockdowns in China
aimed at containing the Covid
spread have slowed operations at
key ports and attected global sup-
ply chains.

“There is an acute shortage of
containersand the supplychainis
completely stretched,” said Sumit
Goyal, president of Kolkata-based
Patton International, which ex-
ports engineering goods. Goyal
added international buyers otten
included expected price reduc-
tions in line with currency depre-
ciation in contracts. Inflation was
also putting upward pressure on
the cost of inputs, he noted.

Experts said since there wasa
secular strengthening of the dol-
lar against most currencies, the de-
preciation would not offer an ad-
vantage to most exportersrelative
to competitor countries.

“Itis not only the rupee that has
depreciated, almost every cur-
rency including the pound and the
euro have depreciated against the
dollar. Most of our competing ex-
port nations are in South Asia or
Southeast Asia and their curren-

Impacton
® imports

EXPLAINED

Imports are likely to be im-
pacted signiticantly by the
rupee’s depreciation, with
India’simport requirements
ogrowing rapidly.

cies have also depreciated,” said
Sunil Kumar Sinha, principal econ-
omist atIndia Ratings, adding this
may mean that exportsdo not be-
come more competitive asaresult
of currency depreciation.

Imports,onthe other hand, are
likely to be impacted significantly
by the rupee’s depreciation, with
[ndia’simport requirements Srow-
ing rapidly — including increased
demand for imported coal despite
high international prices as ther-
mal power plants are facing low
coal inventories.

India’s merchandise trade
deficit hit an all-time high of
$192.4 billion in FY22 on the back
of record high imports worth
$610.2 billion and exports worth
$4178 billion. High growth in ex-
ports and imports has continued
in this fiscal, with inbound ship-
ments growing about 31 per cent
year-on-year in April, boosted by
high prices of commodities such
as crude oil and coal.

The depreciation of the rupee
1S also set to make outward re-
mittances, including those to stu-
dents inthe US, more expensive.
Experts said the depreciation
mightimpact the decision of stu-
dents planning to study inthe US
going forward.

Experts noted that the rupee
was unlikely to see turther de-
preciationagainst the dollar fora
sustained period in the first half
of this fiscal. “Astar as the rupee
is concerned, we believe that
with foreign exchange reserves
still being large, it’s unlikely to
be a situation of disorderly de-
preciation. So, we now feel that
for the rest of this half would be
Rs 75-79 (against the dollar),”
said Aditi Nayar, chief econo-
mist at Icra, adding that she ex-
pected that the rupee might fall
below its recent low but was
unlikely to remain there for a
long period.




