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UPCOUNTRY SPOT RATES
Standard Descriptions with Basic Grade & Staple in Variation
Millimetres based on Upper Half Mean Length Rs. per Quintal |Rs. per Candy + (Plus)
As per CAI By-laws - (Minus)
Sr. No. Growth Grade Standard Grade Staple Micronaire G,}T:;:e; ie Str(e;l;g’;h / 2025-26 2025-26
1 P/H/R ICS-101 Fine |Below 22mm| 5.0-7.0 4% 15 14904 53000 (+300)
2 GUJ 1CS-102 Fine 22mm 4.0-6.0 15% 20 12851 45700 (-100)
3 M/M(P) I1CS-104 Fine 23mm 45-7.0 4% 22 15522 55200 (N.C.)
4 P/H/R(U) ICS-105 Fine 27mm 3.5-49 4% 26 17125 60900 (N.C.)
5 M/M(P) /SA/TL/GUJ ICS-105 Fine 27mm 3.0-34 4% 25 15410 54800 (N.C.)
6 M/M(P)/SA/TL ICS-105 Fine 27mm 3.5-4.9 3.5% 26 17041 60600 (N.C)
7 P/ H/R(U) ICS-105 Fine 28mm 35-49 4% 27 17800 63300 (+100)
8 M/M(P) ICS-105 Fine 28mm 3.7-49 3.5% 27 18503 65800 (N.C)
9 SA/TL/K ICS-105 Fine 28mm 3.7-4.9 3.5% 27 18390 65400 (N.C.)
10 GUJ ICS-105 Fine 28mm 3.7-49 3.5% 27 18419 65500 (+100)
11 R(L) ICS-105 Fine 28mm 3.7-49 4.0% 27 17828 63400 (N.C)
12 R(L) ICS-105 Fine 29mm 3.7-49 3.5% 28 18587 66100 (N.C)
13 M/M(P) ICS-105 Fine 29mm 3.7-4.9 3% 28 18784 66800 (N.C.)
14 SA/TL/K ICS-105 Fine 29mm 3.7-49 3% 28 18615 66200 (+100)
15 GUJ 1CS-105 Fine 29mm 3.7-4.9 3% 28 18700 66500 (+100)
16 M/M(P) ICS-105 Fine 30mm 3.7-49 3% 29 19009 67600 (+200)
17 SA/TL/K/O 1CS-105 Fine 30mm 3.7-4.9 3% 29 18925 67300 (N.C)
18 M/M(P) ICS-105 Fine 31mm 3.7-4.9 3% 30 N.A. N.A.
19 SA/TL/K/TN/O ICS-105 Fine 31mm 3.7-4.9 3% 30 N.A. N.A.
20 SA/TL/K/TN/O ICS-106 Fine 32mm 3.5-4.9 3% 31 N.A. N.A.
21 M/M(P) 1CS-107 Fine 34mm 2.8-3.7 4% 33 24267 86300 N.C)
22 K/TN ICS-107 Fine 34mm 2.8-3.7 3.5% 34 24464 87000 (N.C.)
23 M/M(P) ICS-107 Fine 35mm 2.8-3.7 4% 35 24858 88400 (N.C.)
24 K/TN ICS-107 Fine 35mm 2.8-3.7 3.5% 35 25027 89000 (N.C.)
Note:1 Official spot rates are fixed and registered by CAI on the basis of average price inclusive of spot
brokerage as per respective State Dharas, and for 15 days credit from the date of passing and cash
discount @ 15% per annum, except for Northern area (excluding Lower Rajasthan), in which case spot
rates fixed and registered are for payment terms: 7 days from the date of pressing at Upcountry Spot
Markets ex-gin, excluding Tax. These rates are for domestic transaction only
2|P/H/R(U) ICS-202 (SG) rate is lower by Rs. 1000/ pc than Sr. no. 4
3|Strength:Grams per tex (HVI Mode) (Prorate basis)
a) 1 gpt pts lower Rs 500/pc
b) 2 gpt pts lower Rs 1,000/pc
c) 3 gpt pts lower Rs 2,000/pc
d) 4 gpt pts lower Rs 3,000/pc
4|Staple length : Upper Half Mean Length Secretary
5|Gravimetric Trash Percentage
6|Moisture by probe method maximum 9%
7|Base Grade ‘Fine’ of bulk of the cotton of the staple length range of 29mm to 32mm consists of —
(i) Colour grade 31/3 [(ii) RD 75
8|In Rates acceptable up to a maximum 5.50 Micronaire with proportionate discount @ Rs.150/- per
point per candy over 4.9 Micronaire
9|For M/M(P)/SA/TL/GUJ-Sr No. 5 are for 67 Rd
10|For Northern Zone (P/H/R(U)-Sr. Nos. 4 and 7 are for 70 Rd
11|For M/M(P)/SA/TL-Sr Nos. 6, 8, 9, and GUJ-Sr No.10 are for 74 Rd
12|For R(L)-Sr. No. 11 is for 72 Rd and 12 is for 73 Rd
13|For M/M(P) and K/TN-Sr Nos. 21 to 24 are for 70-72 Rd
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ICE Cotton Futures: 24-07-2026

ICE COTTON CLOSE 24 Jul 2026

CONTRACT

MONTH OPEN HIGH LOW SETTLE CHANGE Op. Int.

Cotton (CT) - Quote: Cents/Pound - Contract Size: 50,000 Pounds.

Oct-26 80.13 80.13 78.43 78.55 v1.29 137
Dec-26 81.29 81.60 79.68 79.98 v1.23 1,98,171
Mar-27 82.80 83.22 81.47 81.64 v1.19 63,884
May-27 83.98 84.31 82.68 82.85 v1.13 23,767
Jul-27 83.55 83.85 82.57 82.74 v0.87 14,288
Oct-27 0.00 78.96 78.96 78.96 v0.07 6
Dec-27 76.83 77.20 76.63 77.01 A0.04 22,072

Cotlook Index: 24-07-2026
90.35 (Unch)

Cotton Market Rallies Nationwide

Fri. 24" July 2026, Jayesh Chouhan (Source: www.smartinfoindia.com

Cotton market rallies nationwide amidst arrivals of just
3,070 bales; CCI auction in focus — Read the full report
Today, July 24, 2026, the Indian cotton market witnessed
a strong upward trend across all major regions. Cotton
prices rose by ¥50 per maund in North India, 3200-500
per candy in Central India, and I300-500 per candy in
South India. Meanwhile, total all-India cotton arrivals
stood at approximately 3,070 bales, reflecting the limited
availability of the old crop.
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Several key factors contributed to the market's strength. Sentiment in the Indian market remained
positive due to gains in the international ICE Cotton market for the fourth consecutive trading session.
Additionally, the consistent 100% sales in China's reserve cotton auctions sustained strong global
demand.

On the other hand, the extremely low arrival of the old crop across the country has limited available
stocks. Concurrently, the availability of good-quality cotton is dwindling, prompting spinning mills
and traders to offer higher prices for premium-quality stock. Active buying by mills, growing interest
from traders, and the positive global environment fostered by China's reserve cotton auctions further
bolstered the market.

Amidst this, the Cotton Corporation of India's (CCI) e-auction today also drew significant market
attention. CCI offered 7,068,00 bales of cotton for sale. Sales totaled 12,900 bales in the mill session
and 13,700 bales in the trader session, resulting in a total sale of 26,600 bales for the day. With this,
the cumulative sales by CCI up to July 24, 2026, have reached 87,30,900 bales.

A bullish trend prevails in the Indian cotton market during the final phase of the season, driven by
limited arrivals, sustained mill buying, and positive signals from the global market.In the coming
days, the market's direction will primarily depend on the movement of ICE Cotton, domestic demand,
and the progress of the new crop.

CCI Raises Cotton Prices by X800 per Candy, Weekly Sales Reach 2.26 Lakh Bales
Sat. 25™ July 2026, Jayesh Chouhan (Source: www.smartinfoindia.com

AT

2" cer coTTON BALES _ B

FOR SEASON (2025-26)

O contacTON:91116 77775

DATE MILLS SESSION TRADER SESSION ‘ TOTAL B‘AaI:ES SOLD
AR |
20.07.2026 6,100 15,800 21,900 l .
14.07.2026 9,200 17,400 26,600 : GRAND TOTAL \
15.07.2026 21,300 31,400 52,700 } BALES SOLD BY CCl
| IN THIS WEEK

16.07.2026 24,000 74,300 98,300 |
17.07.2026 12,900 13,700 26,600 |

TOTAL 73,500 1,52,600 2,26,100 ’ .

~
DAILY MARKET | ACCURATE @ RELIABLE | TIMELY
UPDATES INFORMATION ’ DATA INSIGHTS

0 ® @ @ O IR | @ www.smartinfoindia.com | e +91-9111677775
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CCI Raises Cotton Candy Prices by X800, Weekly Auctions Reach 2.26 Lakh Bales

The Cotton Corporation of India (CCI) increased its cotton selling prices by X800 per candy during
the week ended July 24, 2026, amid strong participation from textile mills and cotton traders.
CCI recorded total sales of approximately 2,26,100 bales from the 2025-26 cotton crop during the
week, with the highest auction activity witnessed on Thursday.

Day-Wise CCI Auction Performance

July 20, 2026 (Monday):

The week opened with sales of 21,900 bales. Mills purchased 6,100 bales, while traders bought 15,800
bales.

July 21, 2026 (Tuesday):

CCT auction sales stood at 26,600 bales, including 9,200 bales purchased by mills and 17,400 bales
lifted by traders.

July 22, 2026 (Wednesday):

Auction activity strengthened, with total sales rising to 52,700 bales. Mills purchased 21,300 bales,
while traders bought 31,400 bales.

July 23, 2026 (Thursday):

CCI recorded the highest sales of the week, with 98,300 bales sold. Mills purchased 24,000 bales,
while traders lifted 74,300 bales.

July 24, 2026 (Friday):

The week concluded with sales of 26,600 bales. Mills purchased 12,900 bales, while traders bought
13,700 bales.

CCI Cotton Sales Cross 87.30 Lakh Bales Following the latest auctions, CCI's cumulative cotton
sales for the 2025-26 season reached approximately 87,30,900 bales.

India Completes WTO Trade Policy Review, Highlights Tariff Reforms and FTA

Strategy
Sat. 25™ July 2026, Jayesh Chouhan (Source: www.smartinfoindia.com

India Completes WTO Trade Policy
Review; Emphasizes Tariff Reforms
and FTA Strategy

India has concluded the second and
. final session of its eighth Trade
Policy Review (TPR) at the World
Trade Organization (WTO) in
Geneva. With this, the periodic
review of India's trade and related
policies—conducted under the
WTO's transparency and monitoring
mechanism—has been completed.

India Completes WTO Trade
Policy Review; Emphasizes
Tariff Reforms and FTA
Strategy

Cotton Exchange Building, 2" Floor, Opp. Cotton Green Railway Station, Cotton Green (East),
Mumbai — 400 033. Tel. +91-22-20830685/ 8657442944/45/46/47/48 Email: cai@caionline.in
6


http://www.smartinfoindia.com/

Sg”@" COTTON ASSOCIATION OF INDIA

TION
OF INDIA

Epallibad
1SO 9001:2015

This review 1is significant for exporters, importers, and manufacturers in the textile and apparel
sectors, as it addressed key policy areas affecting market access and supply-chain planning. These
included tariff reforms, measures to streamline customs procedures, Free Trade Agreement (FTA)
strategies, technical regulations, Quality Control Orders (QCOs), and trade remedies.

During the review process, India received a total of 1,094 written questions from 44 WTO members.
Additionally, 68 WTO members shared their views during the two review sessions held on July 21
and 23, 2026.

The Indian delegation was led by Commerce Secretary Rajesh Agrawal. He stated that trade reform
is a continuous process and reaffirmed India's commitment to an open, transparent, and predictable
trade and investment regime.

He noted that India's tariff reforms, measures to simplify customs procedures, and FTA strategies
have not only supported the country's domestic development goals but also strengthened its
integration with the global economy.

Responding to queries raised by WTO members, Agrawal stated that India's trade policies are guided
by WTO-consistent principles while also addressing the developmental needs of a large developing
economy.

He explained that the tariff structure for the agricultural sector aims to protect the interests of small,
low-income, and resource-constrained farmers, whereas industrial tariffs support supply-chain
resilience, diversification, and domestic manufacturing capabilities. He reiterated India's commitment
to transparency, stakeholder consultation, and adherence to WTO rules regarding Sanitary and
Phytosanitary (SPS) measures, technical regulations, and trade measures.

He also stated that India's Quality Control Orders (QCOs) aim to achieve legitimate public policy
objectives, while trade measures are examined transparently based on solid evidence, due process,
and judicial oversight.

During the review, WTO members appreciated India's efforts regarding digital public infrastructure,
the modernization of customs and trade facilitation, innovation and startup initiatives, regional trade
agreements, and the integration of Micro, Small, and Medium Enterprises (MSMEs) into global value
chains. Members also welcomed India's acceptance of the WTO Agreement on Fisheries Subsidies.

On the issue of WTO reforms, India reiterated its support for an open, inclusive, transparent, and
rules-based multilateral trading system. India also emphasized that future reforms should be
development-centric, preserve adequate policy space for developing countries, and fulfill the WTO's
existing mandates.
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Light Rain Brings Relief to Farmers in Karnataka's Yadgir; Hopes for Better Yield Rise
Sat. 25™ July 2026, Jayesh Chouhan (Source: www.smartinfoindia.com)

Light rainfall over the past few days in
Karnataka's Yadgir district has brought
smiles of relief to farmers' faces. Due to
below-normal rainfall so far this
monsoon, Kharif crops in several parts of
the district had begun to suffer from a
lack of moisture. Farmers were worried
as key crops like cotton, red gram (tur),
and green gram (moong) were wilting,
but the recent rain has acted as a lifeline
for the crops. Farmers are now hopeful
that if the spell of rain continues in the

/ NEWS /

Light Rain Brings Relief to
Farmers in Karnataka's Yadgir;

Hopes for Better Yield Rise

coming days, they could achieve a good yield this season.

According to Agriculture Department data, sowing of Kharif crops across 241,682 hectares had been
completed in the district by Friday, against a total seasonal target of 401,869 hectares. Red gram
sowing has been completed on 48,697 hectares—approximately 60.14 percent—of the 84,999-hectare
target. Meanwhile, green gram sowing has been recorded on 9,153 hectares against a target of 13,770
hectares. Sowing of cotton, the district's major cash crop, has been completed on 179,410 hectares
against a target of 202,452 hectares.

Insufficient rainfall had prevented adequate moisture retention in the fields, causing crop growth to
stall. Farmer Vijay Gulgi stated that the recent light rain has increased soil moisture and provided
relief to the standing crops. He believes that if intermittent rainfall continues, production could
improve.

Cotton is the second most widely cultivated crop in Yadgir district, after paddy. Although most
farmers rely on canal water for irrigation, the district administration had already clarified—in view
of drought-like conditions—that water from the Basavasagar reservoir would be reserved solely for
human and livestock consumption and would not be made available for irrigation.

Cotton farmer Chandrashekhar Gowda Bilwar, who depends on water from the Krishna Bhagya Jala
Nigam Limited (KBJNL) canals, stated that the crops had begun to wither after just the first round of
weeding due to a lack of rainfall. He noted that recent light showers have breathed new life into the
crops, and he is now hopeful of a good yield this season rather than facing significant losses.
According to official data, Yadgir district recorded 24 percent less rainfall than normal between June
1 and July 24. Despite this, the recent rains have somewhat alleviated farmers' concerns and revived
hopes for a better harvest.
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India’s Cotton Production Seen Falling to 290.91 Lakh Bales in FY26
Sat. 25™ July 2026, Jayesh Chouhan (Source: www.smartinfoindia.com)

&1
/ NEWS /

India's cotton production
projected to fall to 290.91 lakh
bales in FY26 due to reduced [

cultivation area

India's cotton production projected to
fall to 290.91 lakh bales in FY26 due to
reduced cultivation area

New Delhi: The government informed
Parliament on Friday that India's cotton
production is projected to decline to
290.91 lakh bales in the 2025-26 fiscal
year, down from 352.48 lakh bales in
2020-21. However, cotton productivity
did not see a significant change during

- this period, remaining within the range
of 428 to 451 kilograms per hectare.

Minister of State for Textiles Pabitra Margherita stated in the Rajya Sabha that the primary reason for
the drop in production is the reduction in the area under cotton cultivation. Many farmers have shifted
to other, more profitable crops, leading to a decrease in the cotton sowing area.

According to government data, the area under cotton cultivation stood at 132.85 lakh hectares in
2020-21 and declined to 114.82 lakh hectares in 2025-26.

The ministry reported that cotton prices in the international market have risen by approximately 19
percent, while prices for the S-6 variety in the domestic market have increased by about 18 percent.
The Minister noted that raw cotton and cotton yarn are imported when necessary to maintain domestic
availability.

According to the government, the country's cotton requirements are being met through estimated
production, carry-over stocks, and imports. Cotton availability and market conditions are being
continuously monitored.

The government has taken several measures to support the textile industry. These include an
exemption from the 11 percent import duty on raw cotton from June 1, 2026, to October 31, 2026.
Additionally, the import duty exemption on Extra Long Staple (ELS) cotton—effective since
February 20, 2024—has been continued to ensure the availability of high-quality cotton. The
government has approved the Cotton Productivity Mission (Kapas Kranti) for the period 2026-27 to
2030-31 with the aim of enhancing cotton productivity and improving quality. This mission will focus
on increasing production, promoting new technologies, and developing superior-quality fiber.

The government has also made special provisions for ‘new-age fibers’ within the approved Cotton
Productivity Mission for 2026-31. Furthermore, the National Fiber Mission—announced in the 2026-
27 budget—emphasizes boosting the production of cotton and other fibers, as well as developing an
Indian fiber brand.

Cotton Exchange Building, 2" Floor, Opp. Cotton Green Railway Station, Cotton Green (East),
Mumbai — 400 033. Tel. +91-22-20830685/ 8657442944/45/46/47/48 Email: cai@caionline.in
9


http://www.smartinfoindia.com/

Sl COTTON ASSOCIATION OF INDIA

Heavy Rains Threaten Cotton Crops in Gujarat and Rajasthan, Fields Waterlogged
Sat. 25™ July 2026, Jayesh Chouhan (Source: www.smartinfoindia.com)

Heavy Rains Threaten Cotton Crops in Thangadh (Gujarat) and Sarupsar (Rajasthan); Fields
Waterlogged

Persistent heavy rainfall has compounded difficulties for farmers in the Thangadh area of Gujarat's
Surendranagar district and the Sarupsar (Suratgarh) region of Rajasthan's Sri Ganganagar district.
Waterlogging in the fields has submerged cotton and *narma* (soft cotton) crops, raising the risk of
rot and spoilage.

In Gungliyana village of Thangadh Taluka, continuous rain has led to water accumulation in the
fields. Due to the lack of proper drainage systems, there is a fear of significant damage to the cotton
crop. Meanwhile, in the Dalvadi Nagar area of Thangadh town, waterlogging has caused knee-deep
water to accumulate on main roads and in residential areas, disrupting the movement of local
residents.

Separately, in Sarupsar and surrounding rural areas, farmers are using large tractor-operated pumps
to drain water from their fields in a bid to save their crops. Agricultural experts warn that if the water
is not drained quickly, the crops could be completely destroyed. Farmers have urged the
administration to conduct a crop damage survey in the affected areas, provide adequate compensation,
and ensure a permanent drainage solution for the future.

CCI Cotton Sales Reach 87.31 Lakh Bales in 2025-26 Season
Mon. 27" July 2026, Jayesh Chouhan (Source: www.smartinfoindia.com)

STATEWISE BALES SOLDBY CCI (&
IN SEASON 2025-26 .. . ™!

| SMART INFO
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State-wise CCI Cotton Sales Details — 2025-26 Season

The Cotton Corporation of India (CCI) Increased its cotton candy prices by upto X800 per candy
during this week . CCI has sold approximately 87,30,900 cotton bales for the 2025-26 season. Sales
are highly concentrated in a few major cotton-producing states, Maharashtra, Telangana and Gujarat
emerging as the leading contributors.

2,812,900 bales in Maharashtra
2,044,500 bales in Telangana
1,584,300 bales in Gujarat
6,95,700 bales in Karnataka
5,63,100 bales in Madhya Pradesh
3,20,800 bales in Rajasthan
2,67,500 bales in Odisha

2,28,700 bales in Andhra Pradesh
1,69,400 bales in Haryana

and 44,000 bales in Punjab.

Maharashtra Kharif Sowing 2026 Reaches 74%; Soybean and Cotton Lead Crop

Choices
Mon. 27% July 2026, Jayesh Chouhan (Source: www.smartinfoindia.com)

Mabharashtra Kharif Sowing 2026: Sowing
Completed on 74% of Area; Soybean and
Cotton Top Farmers' Choices; Pulse
Cultivation Declines

Maharashtra Kharif Sowing 2026:

Sowing operations for the 2026 Kharif

season in Maharashtra have gained

momentum following good rainfall during

s "3 the second half of July. According to the

.' | . latest data from the  Agriculture

= M— s Department, sowing has been completed on

1.06 crore hectares—appr0x1mately 74 percent—of the state's average Kharif area of 1.44 crore

hectares. While farmers initially faced uncertainty due to a weak monsoon start, timely rains have
pushed sowing into its final stages across most regions.

Sowing Completed on 74% of Area;

Soybean and Cotton Top Farmers'

Choices; Pulse Cultivation Declines v w

A look at the regional breakdown reveals that the Amravati division leads with 89 percent sowing
completion. It is followed by Chhatrapati Sambhajinagar (79%), Nashik (78%), Latur (77%),
Kolhapur (63%), and Nagpur and Pune (61% each). In contrast, the Konkan division has recorded
only 15 percent sowing so far, due to scanty rainfall and a heavy reliance on paddy cultivation.

This year, farmers have shown a marked preference for cash crops. Sowing for soybean and cotton

Cotton Exchange Building, 2" Floor, Opp. Cotton Green Railway Station, Cotton Green (East),
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has reached 88 percent and 82 percent completion, respectively. Soybean has been cultivated across
approximately 41.64 lakh hectares; farmers have been drawn to these crops by better market rates for
cotton and the expectation of good prices for soybean. Conversely, pulse sowing has fallen short of
expectations. While sowing for Tur (pigeon pea), Moong (green gram), and Urad (black gram) has
reached 77, 56, and 59 percent respectively, the total pulse cultivation area covered stands at only 64
percent.

Paddy sowing is also proceeding slowly. Due to rainfall deficits in Konkan and Eastern Vidarbha,
replanting operations have reached only 24 percent completion. Meanwhile, challenges such as the
need for re-sowing in certain districts, shortages of seeds and fertilizers, and weather uncertainty
continue to confront farmers. Agricultural experts believe that late-sown crops will be harvested in
October-November; consequently, retreating rains could affect both yield and quality. The
department expects sowing to be completed in the remaining areas as well by the end of July.

Cotton Cultivation in Punjab Falls to 80,000 Hectares; National Production Declines
Over Six Years
Mon. 27" July 2026, Jayesh Chouhan (Source: www.smartinfoindia.com)

Cotton Cultivation in Punjab Shrinks
to 80,000 Hectares; Nationwide
Production Declines Over Six Years

Bathinda: Cotton cultivation in
Punjab is steadily declining, with the
area under cultivation dropping to a
record low of approximately 80,000
hectares in the 2026-27 season. Data
presented by Union Minister of State
for Textiles Pabitra Margherita in

' : response to a question by Rajya Sabha
MP Pramod Tiwari reveals a consistent decline in both cotton acreage and production across the
country over the past six years.

Cotton Cultivation in Punjab
Shrinks to 80,000 Hectares;
Nationwide Production Declines

Over Six Years

According to data from an April 2026 meeting of the committee on cotton production and
consumption, the total area under cotton cultivation in the country stood at 132.85 lakh hectares in
2020-21, falling to 114.82 lakh hectares by 2025-26. During the same period, cotton production
dropped from 352.48 lakh bales to 290.91 lakh bales (one bale weighs 170 kg).

A decline in cotton productivity has also been recorded at the national level. Production per hectare
fell from 451 kg in 2020-21 to 431 kg in 2025-26, although productivity had reached 443 kg per
hectare in 2022-23.

The decline has been more pronounced in Punjab. The state's cotton acreage stood at 1.19 lakh
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hectares in 2025-26 but shrank to just 80,000 hectares in 2026-27. Although the state government had
set a target of 1.25 lakh hectares to promote cotton cultivation, farmers achieved only about 64 percent
of this goal. Experts attribute the shrinking cotton area to farmers shifting towards other crops that
offer better returns. The decline in cotton production has also impacted the textile industry. There has
been a significant rise in raw cotton imports to meet the demands of the domestic industry; imports
increased from 5,62,224 tonnes in 2024-25 to 10,13,455 tonnes in 2025-26.

The Union Minister attributed the drop in production primarily to changes in land use and farmers
shifting towards alternative crops. He stated that the government is taking several measures to support
the textile industry. These include an exemption on the 11 percent import duty for raw cotton from
June 1 to October 31, as well as the continuation of duty exemptions on the import of high-quality
extra-long staple cotton.

Can Madhya Pradesh become India's next textile growth engine?
Mon. 27" July 2026 (Source: www.fibre2fashion.com/news)

Insights
Madhya Pradesh's Indore-Dhar belt is emerging as a textile hub around the 2,156-acre
PM MITRA Park at Bhainsola near Badnawar.
The project has reported commitments exceeding 20,000 crore and is projected to create
more than 46,000 jobs.
Plug-and-play facilities, highway links and investor interest could support exporters,
apparel makers and sourcing teams.

The Indore-Dhar region of Madhya Pradesh, India, is fast gaining recognition as a promising centre
for India’s textile and apparel industry. Traditionally associated with agriculture and general
manufacturing, the region is now moving towards becoming a comprehensive textile ecosystem,
thanks to PM MITRA Park at Bhainsola near Badnawar, which is emerging as the key driver of this
shift.

The scale of the initiative highlights its potential. Spread across approximately 2,156 acres, the
integrated textile park is reportedly being developed with an estimated investment of about 320.63
billion (~$240 million). Reports indicate that the project has already received investment
commitments exceeding 3200 billion (~$2.3 billion), while more than 1,100 acres have reportedly
been allocated to companies during the initial phases.

With demand continuing to grow, the Madhya Pradesh Industrial Development Corporation (MPIDC)
is reportedly preparing for the next round of land distribution.

Once fully developed, the park is projected to create over 46,000 employment opportunities and
establish one of India’s major textile production clusters, bringing together various stages of the
textile value chain within a single location.
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The PM MITRA Park is being developed on a model that goes beyond traditional industrial zones.
Designed as a ready-to-operate textile hub, it aims to provide manufacturers with essential
infrastructure that reduces the time and cost required to begin production.

As per reports, the core facilities such as internal roads, water systems and drainage infrastructure
were reportedly progressing, while common amenities including an Effluent Treatment Plant, Sewage
Treatment Plant, Common Facility Centre, testing facilities, incubation support and plug-and-play
manufacturing spaces were also being developed.A major advantage of the project is the growth of a
supporting industrial network around it. Several established apparel and textile companies, including
names like Arvind Group, OFB Tech and Jhil, are reportedly increasing their presence in the Indore
area, helping build a stronger regional supply chain.

The emergence of this cluster could also strengthen India’s role in global apparel sourcing. Production
from the region is expected to cater to both domestic brands and international fashion companies,
connecting Madhya Pradesh more closely with the global textile markets.

Infrastructure connectivity further enhances the park’s appeal. A dedicated four-lane road connection
provides access to the national highway network and the Delhi-Mumbai Expressway, improving links
with ports, major markets, and export destinations. Better transport infrastructure is expected to
reduce logistics challenges and support faster movement of goods, making the region more
competitive for manufacturers.

The project has also begun attracting international interest. A reported visit by a Taiwanese industry
delegation to explore investment possibilities signals the growing attention from overseas businesses
towards the Indore-Dhar textile corridor and its potential to become a significant manufacturing
destination.

The PM MITRA Park project has created significant expectations, though many believe its long-term
success, to a great extent, will depend on execution, workforce development, and the ability to attract
export-oriented manufacturers and develop a complete textile value chain rather than relying only on
factory investment.

Global trade policy activity rises to series high: WTO-IMF
Mon. 27" July 2026 (Source: www.fibre2fashion.com/news)

Insights
Global trade policy activity climbed to a series high in early 2026, with January-May
activity nearly twice 2024 levels.
Restrictive measures are driving the latest rise, while trade-facilitating actions have lost
relative momentum.
The WTO-IMF index points to broader policy pressure across G20 and non-G20
economies, affecting global supply-chain planning.
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Global trade policy activity climbed to a new high in early 2026, with the WTO-IMF Trade Policy
Activity (TPA) Index showing a continued surge that extends beyond the largest economies. For
exporters, importers and sourcing teams, the update points to a policy environment in which trade
restrictions and other non-facilitating measures are gaining prominence.

Averaged over January-May 2026, global trade policy activity ran nearly twice its 2024 level and
about a quarter above its 2025 average, according to the index. The updated series extends through
May 2026, while an exploratory nowcast through June 2026 points to a further potential increase
despite some slowing earlier in the year.

The World Trade Organization (WTO) said the index, developed in joint research by WTO and
International Monetary Fund (IMF) economists, draws on information on trade policy measures
across a large number of economies and products. It uses records of a wide range of policy measures
as signals of global trade policy activity, and draws primarily on the WTO Trade Monitoring Database
and Global Trade Alert.

The WTO said trade policy activity rose gradually for more than a decade before accelerating from
around 2020 onwards, reflecting increased use of trade policy for wider objectives such as industrial
policy or security. Peaks were visible around the escalation of US-China tariffs in 2018-19, the onset
of the COVID-19 pandemic in 2020, the war in Ukraine in 2022, and renewed trade tensions in 2025.

The latest decomposition of the index shows that restrictive measures have climbed the most steeply
of any category through 2025 and into 2026. Subsidies and other remaining measures have also
increased more gradually, while facilitating measures (those that ease trade by reducing barriers or
improving customs procedures) have accelerated more modestly.

Facilitating measures have lost relative momentum in recent years, except during the Strait of Hormuz
crisis, when they represented over two-thirds of all measures taken, according to the WTO. The
organisation said the recent rise in trade policy activity is broad-based, with non-G20 economies also
rising markedly in the most recent period.

Global textile spinning capacity edges down in 2024: ITMF
Mon. 27" July 2026 (Source: www.fibre2fashion.com/news)

Insights
The International Textile Manufacturers Federation (ITMF) reported a slight decline in
global textile spinning capacity in 2024, with short-staple spindles falling to 219 million
units and open-end rotors to 9.6 million.
Shuttle-less looms remained stable at 1.67 million, while raw material consumption
eased to 42 million tonnes despite higher use of cellulosic and synthetic fibres.
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The International Textile Manufacturer Federation
~ (ITMF) has published its International Textile
% Industry Statistics (ITIS) on productive capacity
{ and raw materials consumption in the short-staple
organized (spinning mill-) sector in virtually all
textile-producing countries in the world.

ITMF continuously improves the capacity and
consumption time series to reflect the industry’s
structure. The results for the year 2024 freshly came
out as part of this ongoing revision. The estimated
global number of installed short-staple spindles shrunk to 219 Mio units and the number of installed
open-end rotors reached 9.6 Mio, experiencing a slight decrease since 2023 (see Fig. 1 and 2). The
number of installed air-jet spindles kept rising and was still dominated by China. The dynamics at
world level denote a slow substitution to technologies with increased performance.

Global Installed Capacities and Raw Material Consumption in the Short-Staple Organized (Spinning Mill-)

Sector of the Textile Industries (1994-2024)

Fig 1: Global Ring Spindle Capacities Fig 2: Global Open-End Rotor Capacities
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The number of shuttle-less looms installed was stable in 2024 (1.67 Mio, +0.3%, see Fig. 3). 83% of
all looms were installed in Asia and Oceania. Total raw material consumption in the short-staple
organized sector slightly decreased to 42 Mio tons despite consumption of cellulosic and synthetic
fibres slightly rising (see Fig. 4).
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Brazil Records Highest-Ever Cotton Production at 3.92 Million Tons in 2024/25
Mon. 27" July 2026, Jayesh Chouhan (Source: www.smartinfoindia.com)

Brazil's record cotton production

Brazil reinforced its position as the
world’s leading cotton exporter after
achieving a record-breaking 2024/25
harvest. According to the Brazilian
Cotton Growers Association (Abrapa),
the country produced around **3.92
million tons** of cotton, the highest
output in its history, supported by
expanded planting and improved
productivity.

Brazil's record cotton

production

The planted area reached approximately 2.12 million hectares, more than 6% higher than the previous
season. Combined with favorable weather, advanced farming techniques, and high yields, this
increase enabled Brazil to harvest significantly more cotton while maintaining the premium fiber
quality for which it is internationally recognized.

Strong production translated into record exports. According to CNN Brasil, Brazil was expected to
ship around **2.8 million tons** of cotton during the 2024/25 season, maintaining its status as the
world’s largest cotton exporter. While most of the harvest was destined for international markets, a
substantial share continued to supply the domestic textile industry.

It is important to distinguish between production and exports. Production refers to the total cotton
harvested, whereas exports represent only the volume shipped overseas. The difference reflects the
fiber consumed within Brazil by manufacturers and textile companies.

The record harvest highlights the competitiveness of Brazilian agriculture. With large-scale
production, consistent quality, and efficient logistics, Brazil has strengthened its role in the global
cotton market. The sector supports thousands of jobs across farming, processing, and transportation
while contributing billions to the economy and reinforcing the country’s trade balance. The 2024/25
season confirms Brazil’s growing influence as a global cotton powerhouse.
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NO TARIFF RATE QUOTA EXEMPTION A CONCERN FOR TEXTILE INDUSTRY

US Slaps 10% Duty on India
After Forced Labour Probe

Sec 301 levies replace temporary 10% tariffs, no change in overall burden

Our Bureau

New Delhi: The US has levied 10% ta-
riffs on goods purchased from India and
16other countries over what itdescribed
as their failure to impose bans on im-
ports made with forced labour.

The duty is lower than the 12.5% ta-
riff the US proposed in June as part of
a broader probe under Section 301 of
its Trade Act. Pakistan, Bangladesh,
Cambodia, SriLanka, and the UK have
also been slapped with 10% tariffs.

However, India didn’t get textile and
apparel tariff-rate quota (TRQ) exemp-
tion, which applies to specified volu-
mes of textile and apparel exports
from Bangladesh, Cambodia, Indone-
sia, and Malaysia that use US-origin
cotton and fibre. Indian exporters said
they are concerned by Washington’s
decision.

Thelatest tariffsreplace the tempora-
ry 10% duty introduced by US Presi-
dent Donald Trump earlier this year,
which expired at midnight.

For most Indian exporters, the ove-

Trade Pangs

‘India among 17 countries

siapped with 10% tariffs
Move | 43 gther
afterit | economies face
banned -
imports | {%S%Egty e
made with India out of textile
forced | O tariff rate quota
labour | mechanism
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MFN tariffs and 40% | Goods under
sec 301 duty apply | Sec 232 still
face 25-

to about 70% 50%
of country’s levies along
exports to US | with MFN duty

rall tariff burden will remain broadly
unchanged, as they would continue to
face an additional 10% duty over and
above the applicable most favoured na-
tion (MFN) tariff, exporters said.

“We had expected higher tariffs and

this differential will be advantageous
in certain sectors,” said an exporter.

Sourcing Decisions »»> 4
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“However, there are many country-
specific exemptions and the net be-
nefitswill play outafterthoseare ex-
amined,” said the exporter.

“Based on the findings in the in-
vestigation of India, including In-
dia’s adoption of a forced labour
import prohibition...and conside-
ring the public comments and tes-
timony, the advice of the Section
301 Committee, as well as the advi-
ce of advisory committees, and in
accordance with the specific di-
rectionof the President, the Trade
Representative has determined to
impose 10% tariffs on products of
India, except...,” the US Trade Re-
presentative (USTR) said in its fi-
nalreport Friday.

India on June 14 amended its fore-
ign trade policy to prohibit imports
of goods produced using forced la-
bour. Washington had initiated
another probe in March alleging ex-
cess capacity in certain goods. The
US isyet to issue the draft report on
excess capacity.

The new duties, which take effect
Friday, range from10-12.5%. Aspera
USTR factsheet, the measures will
cover around 99.4% of American
imports.

Major trading partners, including
India and China are among those af-
fected, with the US stating the ta-
riffs are aimed at addressing con-
cerns over forced labour practices
inglobal supply chains.

Products covered by Section 232 —
including steel, aluminium, cop-
per, auto components, and certain
derivative products, accountingfor
about 8% of India’s exports — face
25-50% tariffsinadditiontothenor-
mal US MFN duty. Around 70% of
India’sexportssuch asengineering
goods, textiles and garments, che-
micals, machinery, plastics, leather
products, gems and jewellery, fur-
niture and most other manufactu-
red goods are subjecttothe10% Sec-
tion 301 forced-labour tariff in addi-
tion tothe applicable MFN duty.

“Indian exporters could benefit
from trade diversion in several pro-
duct segments where competing co-

untries are subject to the higher
12.5% tariff,” said SC Ralhan, presi-
dent, Federation of Indian Export
Organisations (FIEO). “Even a dif-
ferential of 2.5% can influence sour-
cingdecisionsinhighly competitive
markets, particularly where Indian
exporters are able to offer quality
products, reliable deliveries and
stable supply chains.”

POLICY SHIFT

BP% IndiaonJune14
| amended its

«v ¥ foreigntrade
pollcyto prohibitimports
of goods produced

using forced labour

TWOSLABS
Trading partners making commit-
ments to adopt, and effectively en-
force, forced labour import prohibi-
tions willface a10% tariff, and those
failing to do so will be subject to a
12.5% tariff, the USTR said.

The two investigations came after
the US Supreme Court, in February,

struck down “reciprocal tariffs” le-
vied by President Donald Trump
last year using national emergency
powers, terming them as illegal.
The US government responded to
the apex court decision by slapping
10% tariffs on all trading countries
till July24. ¢

“I am encouraged by the trading
partners who have moved quickly to
adopt forced labour import prohibi-
tions, and look forward to ensuring
their effective enforcement,” said
USTR Jamieson Greer, adding that
the latest action will begin to cor-
rect “what is both a human rights
abuse and distortive trade practice
to improve the welfare of workers
everywhere”.

The USTR said 10 countries inclu-
ding Cambodia, Guatemala, Hondu-
ras, India, Sri Lanka, and Trinidad
and Tobago have undertaken com-
mitments regarding forced labour
import prohibitions or imposed
such prohibitions “following go-
vernment-to-government consulta-
tions.” The new tariffs come at a ti-
me when negotiations between In-
dia and the US for a proposed trade
deal are progressing well and the
framework dealisready tobesigned
attherighttime, according to offici-
alsfrom both sides.
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WILTING FORTUNES. A farmer from Aroor village of
Sangareddy district in Telangana said his urad dal and tur dal
crop, planted on eight acres, would have grown to four feet by
mid-July had the district received adequate rainfall nacara copa

»

‘Monsoon deficiency above
10% affects kharif output’

]
Our Bureau
Mangaluru

The Union government has
said that kharif output takes
a hit whenever there is over
10 per cent monsoon
deficiency.

In a written reply to a
question on the impact of cli-
mate change and monsoon
variability on food security
in the Rajya Sabha on Friday,
Ramnath Thakur, Union
Minister of State for Agricul-
ture and Farmers’ Welfare,
said severe South-West mon-
soon rainfall deficiency is
generally associated with a
decline in kharif foodgrain
production, particularly
when the all-India rainfall
deficiency exceeds about 10
per cent,

Major drought/El Nino
years such as 1982, 1987,
2002, 2004, 2009, 2014 and
2015 witnessed rainfall defi-
cits ranging from 12 to 22 per
cent with varying impacts on
kharif production, he said.

However, the adverse im-
pact on production had mod-
erated during the recent
years due to increased irriga-
tion coverage, adoption of
improved and drought-toler-
ant crop varieties, better
weather forecasting and
propagation of advisories,

improved input availability
and crop management prac-
tices, contingency planning
by the States and enhanced
government interventions,
he said.

Sowing operations are still
underway for kharif 2026-27,
and the first advance estim-
ates for all major kharif crops
in the 2026-27 agricultural
year (July-June) have not yet
been released, he said.

CROP SWITCH

The government said the de-
cline in cotton production is
due to a switch by some
farmers to other remunerat-
ive crops.

Pabitra Margherita, Umon
Minister of State for Tex-
tiles, said the cotton produc-
tion during the recent cotton
seasons ranged from 352.48
lakh bales in 2020-21 to
29091 lakh bales (provi-
sional) in 2025-26. However,
productivity remained
broadly stable in the range of
428-451 kgfhectare during
this period, he said.

During the recent period,
global cotton prices in-
creased by about 19 per cent,
while domestic cotton prices
increased by about 18 per
cent, he said. To augment do-
mestic availability, imports

“of raw cotton and cotton

yarn  are  undertaken
whenever required.
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Scientists seek reforms
in norms for genetically
modified crops

India’s leadingagriculture scientists fromthe
Trust for Advancement of Agricultural
Sciences (TAAS), the Indian Council of Agri-
cultural Research (ICAR), and the Federation
of Seed Industry of India (FSII) in a roundtable
over the weekend called for modernising the
country’s regulatory systems for genetically
modified (GM) and gene edited crops. This
came against the backdrop of rapid advances
in genome-editing technologies, including
CRISPR-CAS based systems, evolving global
regulatory practices and the growing need for
climate-resilient and sustainable agriculture.
They said while India hasintroduced a differ-

- entiated regulatory approach for certain cat-

egories of gene-edited products, further
reforms are required to improve clarity, har-
monisation and predictability across the
regulatory system.

BS REPORTER




businessline — 25.07.2026

‘Current geopolitical crises reinforce need
to strengthen India’s farm resilience’

T
Subramani Ra Mancombu
Chennai

‘The current geopolitical en-
vironment, particularly due
to the US-Iran conflict, high-
lights the need to strengthen
India’s agricultural resili-
ence, said Komal Shah
Bhukhanwala, Executive Dir-
ector of SML Ltd (formerly
Sulphur Mills Ltd).

“Escalating  geopolitical
tensions and energy volatil-
ity are exposing the risks of
India’s dependence on im-
ported fertilizer raw materi-
als and global supply chains,”
she told businessline in an on-
line interaction.

GOVT SUPPORT .
The government can support

the sector by promoting
high-nutrient-use-efficiency
(NUE) fertilizers. and ad-
vanced nutrient technolo-
gies that can reduce depend-
ence on bulk fertilizers by
25-50 per cent, improve nu-
trient delivery and conserve
resources, she said. Contin-
ued policy support for innov-
ation, faster regulatory ap-
provals, uniform GST for all
grades of nutrients, export
promotion and investment
in. advanced agricultural
technologies ~ will  help

- strengthen India’s food se-

curity while enhancing the
global competitiveness of
the domestic agrochemical
industry, said the ED of SML,

‘established in 1960.

Mumbai-based SML Ltd is
one of the global leaders in

Komal Shah Bhukhanwala,
ED of SML Ltd

innovative agricultural solu-
tions, with operations in
over 80 countries.

MARKET VOLATILITY
Stating that tensions in West
Asia had reinforced the need
for greater resilience in the

agricultural input sector, she
said the direct impact on
SML, however, has been
manageable.

The conflict had increased
logistics costs and market
volatility, though. '

“In the midst of such dis-
ruptions, we are providing
solutions to farmers with
steady supplies which help
them improve yields and,
despite bulk fertilizer dis-
ruptions, secure a stronger
return on investment,” sa1d
Bhukhanwala.

The situation underscores
the importance of investing

-in innovative agricultural

technologies and manufac-
turing, all made in India, that
improve efficiency while re-
ducing dependence on im-
orted inputs, she said.
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' Wldespread rain likely over North, Central, West India

Vmson Kurian
Thiruvananthapuram

The swathe of extremely
heavy rain that battered
south Gujarat through Wed-
nesday and Thursday shifted
north overnight, soaking
east and north Gujarat, with
Ahmedabad, Kheda and
Navsari districts bearing the
brunt. )

‘The exceptional heavy
showers over east Gujarat
until Friday morning fol-
lowed a similar pattern that
unfolded over south Gujarat
the previous day.

Influx of moisture re-

mained heavy from the Ara-
bian Sea and the Bay of
Bengal as a freshly minted
low-pressure area in the
neighbourhood  anchored
them to explosive effect.

RAIN OUTLOOK

The IMD expects fairly wide-
spread to widespread rainfall
across large parts of North-

West, Central and Western

India over the coming week.
In North-West India, Hi-
machal Pradesh, Jammu and
Kashmir-Ladakh and Uttar-
akhand are likely to receive
widespread rainfall into next

" week, while Rajasthan is ex-

pected to remain wet for two

more days. Rain is forecast to

TO THE BRIM. A view of the overflowmg Jhelum river as the
water level rose after heavy rain in Srinagar on Friday au

spread to east Uttar Pradesh,
Haryana, Chandigarh, Delhi
and Punjab from Monday,
and to west Uttar Pradesh
from Tuesday.

Across Central India,

widespread rainfall is expec-

ted over west: Madhya Pra-
desh for the next two days,
east Madhya Pradesh and
Chhattisgarh for seven days,
and Vidarbha on Saturday
before reviving again from
Tuesday. Heavy rainfall is

likely at isolated places over
both east and west Madhya
Pradesh on Saturday.

In West India, widespread
rainfall is forecast over the
Konkan and Goa for seven
days, Madhya Maharashtra
on Saturday, Marathwada on
Friday, east Gujarat for five
days, and Saurashtra and
Kutch for the next three
days. Heavy to very heavy
rainfall is likely over the
Konkan and Goa from Sat-

- urday, Madhya Maharashtra

over the next three days, and
Saurashtra and Kutch from
Saturday.

Isolated very heavy rain-
fall is likely over east Gujarat
on Saturday.
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US levies lower 10% tariff on
India; trade concerns remain

PARTIAL WIN. Forced-labour policy change positive but BTA must resolve pharma, oil issues

e
Amiti Sen
New Delhi

India has secured a lower 10
per cent US tariff under
Washington’s new Section
301 forced-labour regime,
placing it on par with
Bangladesh, Sri Lanka, In-
donesia,  Malaysia  and
Pakistan after New Delhi
tightened its import rules to
prohibit goods made with
forced labour. The tariffs In-
dia is facing are simultan-
eously below the 12.5 per
cent rate that will apply to
Vietnam, Thailand, China
and Turkiye.

Trade experts cautioned
that while the lower tariff
band is a positive outcome,
New Delhi must ensure that
any bilateral trade agree-
ment (BTA) with the US also
addresses unresolved issues,
such as the proposed tariffs
on pharmaceuticals,
threatened penalties linked
to purchases of Russian oil
and a separate ongoing Sec-
tion 301 investigation into
excess industrial capacity.

CAUTIOUS STANCE

The MEA adopted a cautious
stance on the US announce-
ment made on Thursday

KEY EXEMPTIONS

o Relief for raw materials and

inputs that the US cannot
produce in sufficient
quantities

o Goods subject to Section 232 tariffs, including certain
steel, auto and auto parts, are exempted

o Goods loaded before July 24 and entering the US by
July 28 are exempt under a transition provision

o Other nations such as China, Turkiye, Vietnam and

Brazil get 12.5% tariff

(early Friday morning in In-
dia). “We have noted the an-
nouncement. This was a Sec-
tion 301 enforcement action
initiated after a US SC ruling
on the tariff issue, which
came in February. We have
made our position clear on
this subject. Our talks with
the US on BTA continue with
a view to concluding it at an
early date,” MEA spokesper-
son Randhir Jaiswal said.

For most Indian export-
ers, the overall tariff burden
will remain largely un-

changed as the new Section
301 levy replaces the tem-
porary 10 per cent global tar-
iff imposed under Section
122, which expired on July
24. “Indian exporters largely
" retain their relative compet-

itiveness, as competing sup-
pliers will face a similar duty
incidence in the US market.
They could benefit from
trade diversion where com-
peting countries are subject
to the higher 12.5 per cent
tariff,” said SC Ralhan, Pres-
ident, FIEO.

India had initially been
placed in the 12.5 per cent
tariff bracket when the US
proposed the Section 301
tariffs on June 3. Washington
revised its assessment after
New Delhi amended its for-
eign trade policy on July 14
to ban imports of goods pro-
duced using forced labour.

LINGERING ISSUES
However, India may still face
a disadvantage in textiles.

Bangladesh, Indonesia,
Cambodia and Malaysia will
receive tariff-rate  quota
(TRQ) exemptions, to be in-
troduced “when feasible”,
for specified textile and ap-
parel shipments made from
US-origin cotton and fibre.
Industry hopes the proposed
India-US BTA will offset this
disadvantage.

Biswajit Dhar, former pro-
fessor at JNU, said India
should not lower its guard.
“Washington is considering
separate tariffs on pharma-
ceutical imports, while the
bipartisan US Senate Bill
proposing 100 per cent tar-
iffs on countries importing
large volumes of Russian oil
also poses risks. The Section
301 investigation into excess
industrial capacity is also yet
to conclude. India must en-
sure these issues are re-
solved before signing a
BTA,” he said.

The US has also extended
preferential treatment to
some trading partners. Im-
ports from the EU and
Taiwan will face a combined
MFN and Section 301 tariff
of no more than 10 per cent,
while those from Japan,
South Korea and Switzer-
land will face 12.5 per cent.
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India-US trade talks likely to gather pace only
after Section 301 excess capaaty investigations

ez ey ]
Amiti Sen
New Delhi

India-US bilateral trade
agreement (BTA) negoti-
ations are unlikely to see
meaningful progress until
the US concludes its pending
Section 301 investigations
into alleged structural excess
capacity even though Wash-
ington has already an-
nounced the outcome of its
separate  forced labour
probe, sources said.

The outcome of the excess
capacity investigations is ex-
pected tohave a greater bear-
ing on the contours of the
trade agreement as it could
result in additional trade
measures, including higher
tariffs, on a wide range of
products such as steel, auto-

mobiles, textiles, medical
devices, solar panels and pet-
rochemicals, shaping the
overall negotiating environ-
ment between the two
countries.

“The forced labour invest-
igation has provided some
clarity on the emerging US
trade regime, but it is only
one part of the larger Section
301 exercise. The excess ca-
pacity investigations are
likely to have much broader
implications for trade flows
and market access. Meaning-
ful movement in the BTA is
expected only after those
findings are out,” a source
tracking the matter told
businessline.

BIGGER CONCERN
Last week, the US an-
nounced an additional 10 per

cent tariff on imports from
India under its new Section
301 forced labour regime.

The additional forced la-
bour tariffs would be im-
posed on about 55 per cent of
India’s exports as an estim-
ated 45 per cent of exports
fall under various exempted
categories, according to the
Indian government’s
calculations.

The bigger concern, how-
ever, is that India and 15
other countries are awaiting
the outcome of the investiga-
tions into alleged excess ca-
pacities in several sectors, as
the findings could result in
further trade actions or tar-
iffs affecting a broader range
of imports. Others being in-
vestigated include China, the
EU, Singapore, Switzerland,
Norway, Indonesia, Malay-
sia, Cambodia, Thailand,
Korea, Vietnam, Taiwan,
Bangladesh, Mexico and
Japan.

EXCESS CAPACITY

“Unless the Section 301 tar-
iffs on excess capacity are de-
cided, there can be no fur-
ther progress on India-US
BTA. Let’s wait for final de-
cision on 301 excess capacity

tariffs,” pointed out Pankaj
Chadha, Chairman, EEPC
India. Engineering goods, in-
cluding steel and automobile
products, are among the tar-
get products in the excess ca-
pacity investigations.

As per the USTR notifica-
tion on the Section 301 ex-
cess capacity investigations,
“India’s global goods trade
surplus sectors include tex-
tiles, health, construction
goods and  automotive
goods. For example, evid-
ence suggests the solar mod-
ule sector is plagued by ex-
cess capacity, including that
India’s current module man-
ufacturing is nearly triple the
annual domestic demand.
India also has created signi-
ficant excess capacity in pet-
rochemicals, steel and other
industries.”
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Inflation remains RBI's
foremost priority: Governor

FOREX BOOST. Steps to attract foreign capital led to $32 b inflows, largely via FCNR(B)

b!.exclusive

Raghuvir Srinivasan

K Ram Kumar

Mahesh Ravidas Nayak
Mumbai

Reserve Bank of India Gov-
ernor Sanjay Malhotra has
said that inflation control re-
mains the RBI’s foremost
priority even as it remains
mindful of growth risks.

He said the Monetary
Policy Committee (MPC)
would continue to adopt a
data-dependent  approach
while navigating the evolving
growth-inflation trade-off.

“Our primary mandate is
inflation and price stability.
Therefore, we will do
whatever is required first to
keep price stability and then,
to see to what extent we can
support growth,” he said in
an interview with business-
line on Sunday.

While inflation has moved
above the 4 per cent
threshold, Malhotra indic-
ated that policymakers do
not yet see signs of broad-
based price pressures be-
coming entrenched.

FCNR(B) BOOST
Meanwhile, the RBI’s recent

measures to attract foreign
capital have garnered strong
investor response, with
banks mobilising nearly $32
billion, largely through
FCNR(B) deposits, while
government securities have
attracted more than $7 bil-
lion in foreign inflows since
the June policy measures,
Malhotra said.

The Governor dismissed
concerns that the inflows
could represent a recycling
of existing deposits. He ad-
ded that the RBI had ad-
equate tools to manage any
resulting liquidity.

The Governor said the
measures should be viewed
in the context of challenging
global conditions facing
emerging markets and are

v
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further

expected to
strengthen India’s balance of

payments and currency
stability.
RUPEE UNDERVALUED

Malhotra also sought to reas-
sure markets on the rupee,
arguing that recent depreci-
ation does not reflect any
weakness in the country’s
economic fundamentals. Ac-
cording to him, pressure on
the currency has largely
stemmed from geopolitical
tensions, dollar strength and
broader volatility across
emerging markets.

“1 would like to reiterate
that it would be reasonable
to think that the rupee is not
overvalued. If anything, one
could argue that the rupee

has become undervalued
both in nominal and in REER
(real effective exchange rate)
terms,” he said, adding that
the RBI does not target any
specific exchange rate or
band for the rupee.

“Our intervention,
whenever necessary, is tar-
geted to curb excessive volat-
ility,” he said.

He pointed to a current ac-
count surplus during April-
May, robust services exports,
resilient remittance inflows,
rising merchandise exports
and improving foreign direct
investment flows as indicat-
ors of external sector
strength.

Responding to concerns
over the RBI bearing the
hedging cost of fresh FCNR
(B) deposits and offering
concessional forex swaps for
external commercial bor-
rowings (ECBs) by public
sector entities, Malhotra
said: “It is not something
which should be a matter of
concern because we have a
foolproof system of insuring
ourselves. So, whatever dol-
lars we get, the excess for-
eign currency is invested in
foreign assets. The risk,
therefore, is not there.”

Interview p3
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‘We are commiitted to ensuring financial stability’

SETTING THE AGENDA. We will do whatever is required first to maintain price stability and then to see to what extent we can support growth, says RBI Governor Sanjay Malhotra

bl.exclusive

In the buckdrop of geopolitical

K Ram Kumar

Mahesh Ravidas Nayak
Thomas K Thomas
Raghuvir Srinivasan
Mumbai

Ahead of the upcoming Monetary Policy
Committee meeting in August, Reserve
Bank of India Governor Sanjay
Malhotra sat down with businessline on
Sunday for a comprehensive interview
atthe central bank’s headquarters in
Mumbai, Malhotra underlined that
price stability remains the central
bank’s foremost priority even as it seeks
to support growth as inflation risks
re-emerge and global uncertainties
cloud the economic outlook. He
stressed that monetary policy decisions
will remain data-dependent,

highlighted the $32 billion mobilised

‘wars and supply
chain dlxruptions, managing the
rate has become even
more challenging for central
banks across the world. How are
you treading this path where the
rupee is subject to volatility due
to dollar appreciation, FPI
outflows and demand for the
greenback from importers?

1 will make four points in this regard.
One, most emerging market economies
and Asian currencies have been under
pressure since the outbreak of the West
Asia conflict for reasons well known to
all. The rupee is not an outlier or an ex-
ception. In fact, it has pcrformcd better

than many Asian pe
Two, tge depreclanon in the rupee
thlb year is not a reﬁectmn of India’s
ls. It has

thmugh recent foreign capital
measures, expressed confidence that
the rupee is not overvalued, and
outlined the RBI's roadmap on liquidity,
CBDC adoption, banking reforms and
financial stability.

Edited excerpts:

Does the current repo rate meet
your objective of keeping
inflation under check while
supporting growth?

‘The present rate is the appropriate rate
as assessed by the MPC in view of the
prevailing growth-inflation dynamics
and outlook in June 2026 amid
heightened global uncertainties,

Our primary mandate is price stabil-
ity. Although generalised inflation pres-
sures continue to remain modest so far,
the risk of higher food, fuel and other in-
put prices translating to a broad-based
inflation environment is real. But our
team is assessing the growth-inflation
dynamics. We are heading into our next

und

been largely driven by the expectations
channel. India’s current account recor-
dedasurplus of $2.8 billion in April-May
2026 against a deficit of $4.1 billion in
the corresponding period of last year.
Surplus in current account has accrued
on account of strong services exports
and remittances. Goods exports have
alsogrown.

Similarly, FDI in the first two months.
of this financial year recorded a net in-
flow of around $6.5 billion against $2.5
billion in the same period last year. Ex-
ternal commercial borrowings (ECBs)
also recorded net inflows during this
period.

Three, for a number of reasons, the
medium-term outlook on the external
sector, including BoP and forex re-
serves, is favourable and, therefore, we
expect the real economy channel to re-
main positive and expectations channel
toimprove.

Four, regarding our policy on ex-
change rate, I must reiterate that it re-

Monetary Policy C (MPC)
meeting shortly. We will take an appro-
priate decision based on the data avail-
able and the outlook.

Inflation has breached the

mid-point of the MPC’s tolerance
band. Would you look through it?
‘The response of monetary policy to a
supply shock is needed when it feels that
inflation is getting generalised, or it is
de- anchoringcxpccmnons As I said, we
are seeing some signs, but theyare mod-

mains

Can you share details of the
inflows as a result of the
measures you have undertaken to
attract foreign capital inflows?
Till date, banks have mobilised almost
$32 billion. Obviously, most of it is com-
ing through FCNR (B) deposits. The fig-
ures related to ECBs and OFCBs are
lumpy. In addition, we have got more
than $7 billion inflows in government
securities since June 5 when the policy

est. Let’s wait for dlet’snot
pre-empt the MPC,

In recent times, the MPC has
placed a premium on growth,
versus inflation. You have been
helped by the fact that inflation
has been benign. Now, goi
forward, if thcg‘r‘c isa tli‘r:n;‘sto
growth, what will be your

with respect to g
ment securities were made. At this pace,
the total inflows are likely to be robust.

Are your measures aimed at
improving the sentimént or
bolstering the forex reserves?

As 1 mentioned, the external real eco-
nomy in terms of current account and
FDI is doing reasonably well, given the

h to the growth-inflati

lynam
First of all, I would say that our primary
mandate is inflation and price stability.
Even in the past period, wé have been
guided by that and not so much by
growth. We are required to keep growth
inmind while we endeavour to meet our
primary objective of price stability. As
you rightly mentioned, inflation was
very benign and so we could continue,
therefore, to support growth by redu-

where crude oil prices
have gone up. It is the expectations
channel that needs to be anchored to

Our philosophy of
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forex management is driven
by three considerations

afety (which should

be a concern for everyone), hqmdlty And returns

attract foreign capital on a
sustained basis?

India has taken several steps to attract
foreign capital. Reforms such as 100 per
cent FDI in insurance, tax concessions
for data centres, expansion of the FAR

the forex reserves? Maybe

diversify more?

Onr phnlosophy of forex management is
three considerations: safety

(whlch should be a concern for every-

the real fund s of the 1
am confident that the structural as well
as capital flow related measures that
have been taken by the government and
the RBI should, going forward, improve
the sentiment.

How much oftlu: $32 billion is

cing the policy rate by 125t

However, as 1 mentioned, it lS price
stability which is our primary mandate.
Growth is certainly a consideration.
‘Therefore, we will do whatever is re-
quired first, to maintain price stability
and then, to see to what extent we can
support growth.

If you increase the repo rate

to take adv of higher rates?
And how much of it is fresh
deposits?

We are keeping a very close watch on
this. We do not find any prima facie evid-
ence of recirculation of the existing de-
posits in whatever form to be of any sig-
nificance or concern.

Why are the inflows not reflected

down the line, will it be p
bya changc in stance?
Asindicated last year in my of
April 2025, the stance of monetary
policy signals the intended direction of
policy rates going forward. MPC is
maintaining neutral stance right now,
which gives flexibility to maintain status
quo, or move policy rates either way.
‘Therefore, it may not be necessary to
change stance before taking any policy
action. But, of course, all decisions on
policy rate and the stance will be taken
by the MPC after taking cognisance of
the incoming data and the domestic in-
flation-growth dynamics.

in rupee liquidity, given that
system liquidity remains under
stress?

Durable liquidity has increased by about
1.2 lakh crore since June 5. As to why
the flows are not fully reflected in sys-
tem liquidity, there are two primary
reasons. First, funds mobilised by banks
are often swapped with the Reserve
Bank, and therefore enter the system
witha lag. Second, government balances
have increased by roughly ¥2.9 lakh
crore since June 5. These are the main
reasons. Some liquidity has also been
absorbed because of our market
interventions.

For the FCNR(B) scheme, the RBI
is assuming the exchange risk.
Assuming you rncr $50-60
billion, what will be the impact
on RBI’s balance sheet three
years down the line?

Itis not something that should be a mat-
ter of concern because we have a fool-
proof system of hedging ourselves. So,
whatever dollars we get, the excess for-
eign currency is invested in foreign as-
sets, so the risk is not there.

Beyond FCNR(B) deposits, what
more can be done to

one), liquidity and returns. We periodic-
I

(fully accessible route) ally luate our needs, and based on
higher investment limits for NRIs and that, we take decisions with respect to
OCls have strengthened the i our forex reserve
climate.

While geopolitical developments — Most of the trading in the
may create short-term p , diver- g it is
sification of energy sources, highcr eth- d in 10-year

anol blending, EV adoption and moder-
ation in gold imports should help
contain the merchandise trade deficit,
while strong remittances and services
exports will support the current
account.

Over the medium term, sustained
macroeconomic stability, financial and
currency stability, policy consistency
and continued structural reforms will
be the key drivers of stable, long-term
capital inflows. We remain committed
to ensuring external sector resilience
and financial stability, including cur-
rency stability. We will do whatever it
takes to ensure this as financial stability
is the bedrock of economic growth.

Given the volatility in the rupee,
has there been any change in the
way the RBI manages it?

Our policy for exchange rate manage-
ment remains unchanged. We do not
target any specific rate or band for the
rupee. Our intervention, whenever ne-
cessary, is targeted to curb excessive
volatility in the exchange rate. And to
ensure an orderly movement in the for-
eign exchange rates. I would also Ilke to
reiterate that it would be to

‘What measures are you planning
to ensure trading across the yield
curve?
A number of measures have been taken
over the years to provide liquidity at
various points, along with the yield
curve. The most important of these is
the benchmark issuance strategy, which
is in place for several years now for Gol
securities and is now being extended to
State government securities. You are
aware that recently we had announced
certain measures, First, the universe of
specified securities under the fully ac-
cessible route was expanded. That
would help.

Then there were some c

What is the progress on the
unified lendi;gll;teﬁnce (ULD)
once spoken of as the next UPT?
ULL s currently in an ecosystem-build-
ing phase, with 129 lenders leveraging
over 140 data sources for digital lend-
ing. Our focus is on onboarding more
lenders and integrating additional fin-
ancial and government datasets to en-
able seamless, end-to-end digital loan
journeys and more informed credit
decisions.

Rather than setting timelines, our
priority is to build a robust and interop-
crable lending infrastructure. As the
ecosystem matures, ULI has the poten-
tial to become for lending what UPI is
for payments.

The last universal bank licences
were issued in 2014. What is the
RBYs approach to bank
licensing?

‘The RBI’s objective is to promote finan-
cial inclusion and competition while en-
suring that banks are financially sound
and capable of safeguarding depositors”
money. Given the fiduciary nature of
banking, trust,adequate capital, techno-
logy, competence and viability remain
keylicensing considerations.

We have an on-tap licensing frame-
work for universal and small finance
banks, along with transition routes for
s, urban cooperative banks and
small finance banks. We are seeing
strong interest, particularly from small
finance banks, in transitioning to uni-
versal banks.

You made an interesting point
about trust. Are there not enough
trustworthy entities available to

We remain

committed to
ensuring external sector
resilience. We will do
whatever it takes to
ensure this

about this kind of growth?

We have a very efficient and effective
system of supervision, both off-site and
on-site. They are vigilant and alert to
any risks that may be developing in any
segment or sector.

As of now, we do not find any material
risk buildup. The slippage ratios and the
non-performing assets in the gold loan
segment are very, very low — less than
about 0.2 per cent or so on average, As of
now, we don’t see any evidence of a ma-
jor stability issue; we shall, however,
continue to monitor the portfolio
behaviour,

Are there any concerns about
governance in banks? One of the
leading banks had some issues at
the top...

We have a well-defined and effective
regulatory regime that has been put in
place based onrisk for different categor-
ies of regulated entities. At the same
time, we have a supervisory mechanism
to ensure that those regulations are fol-
lowed. Regulation is always evolving,
and we recently consolidated and ra-
tionalised some pieces of the gov-
ernance framework, which will guide
our endeavour going forward. Where

apply for licences?

Itis not onlya question of trust. Applic-
ants must also possess adequate capital,
technology, competence and experi-
ence. A number of universal banks and
small finance banks have already been
entrusted with this responsibility, and
more banks will continue to receive li-
cences as they become eligibie.

How large is the licensing
pipeline currently?

Asof now, to my knowledge, thereis one
application pending. However, there is
considerable interest among small fin-
ance banks. We recently granted an in-
principle licence to' AU Small Finance
Bank to transition into a universal bank.
Interest has also been expressed by
other small finance banks. Going for-
ward, we hope that some of them will
meet our criteria and graduate into full-
fledged universal banks,

Some small finance banks have
requested permission to co-lend
with universal banks and NBFCs,
particularly in areas such as gold
lendln% where they lack network
strength. What are your
thoughts?

Co-lending has been designed to ensure
that the comparative strengths of both
the partner institutions can be lever-
aged. One is expected to provide the
reach while other to provide funding
support.

Current scheme of things don’t allow
small finance banks (SFBs) to particip-
ate in co-lending. The thought process
is that SFBs should first grow organic-
ally and gain adequate experience be-
forerelying extensively on leverage. Itis
important for them to develop expertise
in banking services, including lending,
within their own institutions and even-
tually graduate into larger entities and
universal banks.

Regarding urban cooperative
banks (UCBS), there has been a
demand for licensing for more
than 20 years. There has been no
licence that the RBI has issued
for ok reasons b

within the general route, which havc
been further relaxed. These will help
broaden the participation of the mar-
kets. The government had also exemp-
ted withholding tax and capital gains

on government securitics. All these
measures should help broaden particip-
ation across the term structure of the
government securities market.

Can you update us on the
progress in CBDC

think that the rupee is not overvalued. If
anything, one could argue that the rupee
has become undervalued, both in nom-
inal and in REER (real effective ex-
change rate) terms. Once the situation
in West Asia stabilises, one could very
well see the rupee appreciate as one has
seen during similar past periods and
episodes of external shock-driven
volatility.

Given the external pressures on
the rupee, do you think you need
to take a look at how you g

GBDC remains in the pilot phase, with
around 40,000 crore in transactions
and 1.2 crore retail users. We are fo-
cused on enhancing its features, includ-

there were a lot of problems in
the sector. Now, it seems the
sector has been cleaned up to
some extent, Do you think it’s
time for the RBI to review its
licensing, and whether yow’ll look
at consolidation first before
giving fresh licences?

Licensing of UCBs was paused in 2004
against the backdrop of vulnerabilities
in the sector. The expectation was for
the sector to consolidate, mature and
become viable,

Overall financial health of UCBs has
improved since then, and the regulatory
and supervisory powers of the RBI have
also been augmented. The RBI had,

ing p or g issued a di paper on
direct benefit transfers and tokenisa- :muary 13 this year for stakeholder
tion for uch as certificates ion. We are revi

of deposit. comments received from the pubhc and

We arg also exploring its use in cross-
border payments through collabora-
tions with several countries. Since the
technology is still evolving, our priority
is to refine and mature the platform be-
fore considering wider ad

Rather than setting
timelines, our priority is to
build a robust and intcroperable
lending infrastructure. As the
ccosystem matures,
potential to become for lending
what UPI is for pay

ULI has the

yments

Are we moving towards using
CBDC for settlements between
India and other countries or
groups of countries?

Yes, that is also at the pilot stage. We are
in discussions with a few countries.
There is also a project called Nexus, ini-
tiated by the BIS Innovation Hub. How-
ever, there are many regulatory and
technical developments that need to
happen before such initiatives can be-
come fully successful.

stakeholders, and we will take a view
shortly.

Gold loans have seen quite a bit
of run up. Is the RBI concerned

The Monetary

Policy Committee
will continue to remain
data-dependent,
and will respond
appropriately as the
evolving macroeconomic
outlook warrants

arise in any d entity,
we engage with them for initiating cor-
rective action.

Till sometime ago, credit and
deposit growth were converging.
Now, it is again diverging, almost
like a 400 basis points difference
between credit growth and
dcposlt growth. Is this kind of

a cause for
I will make a few points here. One, every
rupee of credit leads to an equivalent
amount of deposit getting created. Two,
what banks need to give credit are their
own capital and enough liquidity. These
are the two primary determinants of
credit, and banks are well-positioned in
this regard.

Three, it is, however, possible that
one bank may have excess deposits and
another may have lower deposits, but
there is a competitive market where
banks can buy and sell, which should
also help ensure that stock of deposits
align. The fourth aspect here is that the
nature of deposits is changing from re-
tail to money funds and corporates, and
that has implications for liquidity.

Are we at the risk of overheating
because credit growth is around
17 to 19 per cent? Do we see a
demand-side inflation risk
bccause credit is growing faster?

ing with my previous
I would mention that the base for de-
posits is much more than credit, so the
growth rate of credit is higher than that
of deposits, but the difference in abso-
lute terms is not so much. Banks need to
maintain capital adequacy, short-term
liquidity coverage ratio, and the Net
Stable Funding Ratio (NSFR) for long-
term periods. They should concentrate
on these three while giving out credit.

‘There are increasing concerns
around Al platforms and
cybersecurity. The RBI has held
meetings with banks on the issue.
‘What has been your assessment?
Al is creating significant opportunities,
but it is also changing the nature and
speed of technology and cybersecurity
risks. We are fully geared to meet these
challenges. What these Al platforms es-
sentially do is identify and expose exist-
ing vulnerabilities in systems much
more quickly.

We shall continue to engage with our
regulated entities, other financial sector
regulators and the government. The RBI
also has a highly competent team, C-
SITE, that supervises and audits the
technology platforms of major regu-
lated entities. We provide continuous
guidance and ensure that weaknesses
are identified and addressed.

We remain alert to these risks and
will continue strengthening our techno-

logy systems.

You were in government when
the Ukraine situation hit, and
now you are at the RBI heading
operations during the Iran crisis
and other issues. Are you
becoming a specialist
policymaker in war times?
Personally, which has been more
challenging for you: your stint at
the Finance Ministry or guiding
the country here at the RBI?
‘The last five years have been challen-
ging. We have not seen as many crises in
many decades as in the last five years.
But let me mention that we have used
every such event to further our resili-
ence, and we are confident we will come
out much stronger even after this epis-
ode.

As for your question, both have been
challenging, but obviously the buck
stops with you here (at RBI), so to that
extent, the challenges are different.
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