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India—EU Free Trade Agreement: Strengthening India’s Export Position in a Volatile Global
Economy:




Introduction

As global trade faces heightened volatility driven by geopolitical tensions, inflationary pressures,
and supply-chain realignments, India’s export strategy has increasingly focused on long-term
market stability. One of the most significant developments shaping this strategy in January 2026
is the conclusion of the India—European Union Free Trade Agreement (FTA)—a milestone
widely discussed across international trade platforms, including United Nations-linked forums.

The agreement positions India more firmly within high-value global markets while reinforcing
the importance of diversified, rules-based trade partnerships.

Scope and Coverage of the Agreement

The India—EU FTA is among the most comprehensive trade agreements negotiated by India to
date. Under the agreement:

o Over 99% of Indian exports by value are expected to receive preferential or zero-duty
access to EU markets.

e Key beneficiary sectors include textiles and apparel, agricultural products, leather
goods, engineering items, electronics, and processed foods.

e On the import side, India will gradually reduce tariffs on over 96% of EU goods,
particularly in machinery, automobiles, chemicals, and industrial inputs.

The EU represents a market of more than 450 million consumers with high purchasing power,
making tariff-free access strategically valuable for Indian exporters seeking scale and stability.

“The India—EU FTA is not merely a trade agreement—it is a strategic alignment with one of
the world’s most regulated and high-value markets.”

Economic Significance for Indian Exports

In FY 2024-25, India’s bilateral merchandise trade with the European Union crossed USD 136
billion, making the EU India’s largest trading partner in goods. Exports accounted for nearly
USD 76 billion, highlighting the EU’s importance as a destination for Indian products.

The FTA is expected to:

¢ Improve price competitiveness of Indian exports in Europe



e Encourage integration into global value chains
e Attract foreign investment into Indian manufacturing
e Reduce dependence on limited export geographies amid global uncertainty

Collectively, these outcomes support India’s broader objective of building a resilient, diversified
export ecosystem.

Implementation Challenges and Transitional Realities

While the agreement marks a significant breakthrough, its benefits will materialise gradually.
Domestic ratification processes across EU member states mean full implementation may extend
into 2027. In the interim, exporters must navigate:

¢ Transitional tariff adjustments
¢ Compliance with EU sustainability, traceability, and regulatory standards

e Short-term cost pressures following the withdrawal of EU GSP preferences for certain
Indian products

These factors underscore the need for exporters to focus on quality alighment, documentation
readiness, and long-term compliance planning.

Conclusion

The India—EU Free Trade Agreement reflects a decisive shift in India’s trade policy—from
volume-driven exports to value-driven, diversified, and sustainable trade partnerships. As
global institutions continue to emphasise supply-chain resilience and market diversification, the
agreement strengthens India’s position as a reliable export partner in an increasingly complex
global economy.

For Indian exporters, the FTA represents not just expanded access, but an opportunity to build

credibility, consistency, and long-term presence in one of the world’s most demanding
markets.



