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High crude oil prices set to push up trade deficit further 
Deficit partly offset by record exports in FY22  

 

06 April, 2022   

 

India’s merchandise trade deficit moderated to USD 18.7 bn in Mar-22 from a deficit of USD 20.8 

bn in Feb-22 as per the preliminary estimates released by the Ministry of Commerce and Industry. 

The deficit pressures moderated led by significant rise in exports in Mar-22 as against imports. In 

value terms, exports rose to a record high level of USD 40.4 bn in Mar-22 from USD 34.6 bn in the 

previous month. On the other hand, imports rose to USD 59.1 bn in Mar-22 from USD 55.4 bn.  

The cumulative exports in FY22 at USD 418 bn have exceeded the government’s target of USD 

400 bn. A spurt in demand for goods in the wake of a post pandemic demand resurgence in 

advanced economies and the global commodity price rise boosted exports in FY22. On a 

sectoral basis, the robust export performance was driven by commodities such as petroleum 

products, engineering goods, gems & jewellery, chemicals, and pharmaceuticals. For FY23, the 

strategic trade partnerships (such as India-Australia trade agreement, and India -UAE trade 

pact), government initiatives in the form of extension of ECLGS scheme for MSMEs, introduction 

of new legislation for special economic zones (SEZs) and the rollout of PLI schemes to support the 

manufacturing sector is expected to facilitate export growth. Nevertheless, the likely slowdown 

in global growth due to the geopolitical unrest between Russia and Ukraine along with the fresh 

lockdowns in China and some Asian economies amidst resurgence in Covid cases could act as 

a downside risk to India’s outbound shipments.  

In FY22, the imports climbed up sharply to USD 610 bn by 28.7% over the pre-pandemic figure of 

USD 474 bn in FY20, predominantly on the back of oil imports but also driven by a healthy growth 

in gold as well as non-oil non-gold imports (NONG). The impact of the sharp rise in crude oil has 

started manifesting in the monthly trade numbers with crude imports surging to a record high of 

USD 18.4 bn in Mar-22. For the last financial year as a whole, imports of crude oil and petrol 

products almost doubled from USD 82.7 bn in FY21 to 160.7 bn. NONG imports rose to USD 36.2 bn 

in Mar-22 from USD 34.9 bn with electronic goods, machinery, chemicals and transport 

equipment remaining the top core import commodities. Notably, looking at the top ten import 

commodities for Mar-22, the annual imports for fertilizers, coal and vegetable oils have increased 

significantly; this is mainly because of a significant surge in their prices amidst creation of global 

supply shock with Russia and Ukraine being one of the major producers of these commodities.    

Overall, cumulative trade deficit for FY22 widened to more than a decade high at USD 192 bn 

(FY13 trade deficit was USD 190 bn). For FY23, we expect the trade deficit to widen further given 

the spiralling crude oil prices thereby putting additional pressure on current account deficit 

(CAD). While no ceasefire has been reached so far in the Ukraine-Russia conflict, some signs of 

diplomatic progress in the context of the crisis have helped to marginally rein in crude oil price 

from the peak of USD 128 pb in early Mar-22 to USD 110 pb currently. While we expect the crude 

oil price to moderate with increased supplies from other OPEC+ countries, likely removal of Iran 

sanctions, US shale production growth along with gradual de-escalation in conflicts between 

Russia and Ukraine, they may remain higher than the pre-conflict levels as some sanctions and 

disruptions will linger. As of now, in our base case we expect crude oil price to average at USD 97 

pb in FY23 (average of monthly future prices for the next 12 contracts). Taking these factors into 

consideration we impart upside risk to our CAD expectation of USD 85 bn in FY23 i.e. around 2.7% 

of GDP from an estimated USD 55 bn deficit in FY22.  



 

 

Annexure 

 

Chart 1: India’s trade deficit widened to more than a decade high of USD 190 bn in FY22 

 

 

 

 

Chart 2: Surge in price of crude oil along with other commodities to widen trade deficit in FY23 
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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 9,000 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, 
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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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