
Exports and Imports Decline
for January 2023

The Ministry of Commerce released the January 2023 month import and export report. Both
exports and imports registered a fall in the period. In this article, we shall examine the news in
detail and know more about the term trade deficit. This is an important topic for the UPSC exam
economy section.

Merchandise Export and Import in January 2023
● According to commerce ministry data, India's exports fell 6.58 percent in January to

$32.91 billion, down from $35.23 billion the previous month. Merchandise exports
totalled $34.48 billion in December 2022.

● Imports fell 3.63 percent in January to $50.66 billion, compared to $52.57 billion in
January 2022. In December 2022, merchandise imports totalled $58.24 billion.
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● The January trade deficit was $17.75 billion, down from $23.76 billion in December.

Merchandise export and import from April 2022 to January 2023:

● Merchandise exports for the period April-January 2022-23 were USD 369.25 Billion as
against USD 340.28 Billion during the period April-January 2021-22.

● Merchandise imports for the period April-January 2022-23 were USD 602.20 Billion as
against USD 494.06 Billion during the period April-January 2021-22.

● The merchandise trade deficit for April-January 2022-23 was estimated at USD 232.95
Billion as against USD 153.79 Billion in April-January 2021-22.
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India’s overall exports (Merchandise and Services combined) for January 2023:

● In January 2023, exports are estimated to be USD 65.15 Billion, exhibiting a positive
growth of 14.58 per cent over the same period last year.

● Overall imports in January 2023 are estimated to be USD 66.42 Billion, exhibiting a
positive growth of 0.94 per cent over the same period last year.
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Services trade for January 2023:

● The estimated value of services export for January 2023 is USD 32.24 Billion, as
compared to USD 21.63 Billion in January 2022.

● The estimated value of services import for January 2023 is USD 15.76 Billion as
compared to USD 13.24 Billion in January 2022.
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● India's external position remains stable, with the merchandise trade deficit narrowing,
services exports increasing, and remittance growth exceeding expectations.

● Shaktikanta Das, governor of the Reserve Bank of India, expects more foreign inflows
and a reduction in the current account deficit in the future.

● The situation improved in the third quarter as imports slowed as commodity prices fell,
allowing the merchandise trade deficit to narrow.

What is a trade deficit?

A trade deficit is the amount by which a country's imports cost more than its exports.

● It is one method of measuring international trade and is also known as a negative trade
balance.

● A country's trade deficit is calculated by subtracting the total value of its exports from the
total value of its imports.
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What Causes a Trade Deficit?

It can be difficult to pinpoint the precise cause of a trade deficit. Multiple factors are usually at
work. The following are some of the primary causes of an increase in a country's trade deficit.

● Economic growth can be indicated by a large trade deficit. When a country's economy
grows and strengthens, consumers have more money to buy goods from other countries,
which increases the trade deficit. A strong economy attracts foreign investors, which
increases the trade deficit.

● Increased government spending: An increase in government spending can reduce a
country's savings, causing the trade deficit to grow.

● Exchange rate fluctuations: A change in the strength of a country's currency can have
an impact on the trade deficit. When a country's currency falls in value relative to other
currencies, trade between countries becomes more expensive. A country's currency may
want to import more goods or services if it is strong.

● Production constraints: Due to climate, natural resources, or other factors, certain goods
cannot be produced domestically or are much cheaper to produce abroad. A small island
nation, for example, may rely on agricultural imports from the mainland.

● Removal of barriers to trade, such as tariffs: Trade policy can have an impact on the
trade deficit, but unless a country was previously closed to trade, trade policy primarily
serves to shift the trade deficit to another trading partner rather than creating or increasing
the overall trade deficit.

Potential Effects of a Trade Deficit:

● Lower prices: A country may have a trade deficit because it is cheaper to buy goods
abroad than to manufacture them at home. This means that consumer goods and services
prices may fall.

● Currency depreciation: A trade deficit has the potential to depreciate a country's
currency.

● Deflation occurs when a country sends a portion of its currency overseas due to a trade
deficit. This can lead to deflation, which occurs when demand falls and prices fall.

● Employment changes: If a country imports more than it exports, unemployment may
rise. For example, if a country shifts from manufacturing cars to importing cars from
international automakers, the job market for automakers will suffer.

○ Some economists argue that lower prices caused by a trade deficit can compensate
for these losses by allocating resources to new jobs, whereas others argue that
workers displaced by trade shifts are unlikely to benefit from jobs created in other
fields.

● Reduced GDP: The trade deficit is one of the factors used to calculate a country's Gross
Domestic Product (GDP), which is a measure of the size of the economy. When the trade
deficit grows, GDP shrinks.
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