




Indian Economy amidst global Troubles

Why in the News?

❑ The global economy faces a transformative 
phase marked by trade wars, tariff revisions, 
and geopolitical tensions. 

❑ India must strategize to navigate 
uncertainties and leverage opportunities to 
secure growth and resilience in this evolving 
landscape, particularly through its trade 
policy and FTAs (Free Trade Agreements). 

❑ The focus on India FTAs and trade 
liberalization has become crucial for 
maintaining economic growth prospects.



GLOBAL SHIFTS IN TRADE DYNAMICS

❑ Escalating trade wars and tariff reviews are reshaping global trade patterns, introducing volatility 
in financial markets, impacting business confidence and economic development across emerging 
markets. This has led to significant supply chain disruptions affecting various sectors.

❑ Rapid growth in bilateral trade agreements and international trade agreements creates a structural 
realignment, compelling India to reassess its trade policy and engagement with global supply chain 
ecosystems. 

❑ The United States, India’s largest export destination, contributes nearly one-fifth of merchandise 
exports, making tariff uncertainties in the US market critical for Indian exporters. This highlights the 
need for diversifying export destinations.

❑ Sectors such as marine products, apparel, gems and jewelry, auto components, pharmaceuticals, 
and petroleum products remain highly dependent on the US market, facing severe risks from additional 
tariffs and customs duties. 

❑ Businesses face rising costs, disrupted supply chains, and asymmetric information, demanding agile 
strategy shifts to balance immediate challenges with long-term opportunities in the context of 
evolving preferential trade agreements and FTAs.



POSSIBLE ISSUES AND UNCERTAINTIES

❑ Uncertainty over reciprocal tariffs from the US, pending legal challenges and potential interim 
deals, complicates exporters’ market strategy and limits accurate competitive assessments. 
This affects export growth and export competitiveness.

❑ India’s external economy remains resilient due to service exports, high remittances, foreign 
exchange reserves, and low current account deficits, cushioning agaignst tariff impacts. 

❑ However, monitoring the balance of payments and other economic indicators is crucial for 
maintaining economic resilience.

❑ Chinese and ASEAN economies may reroute surplus production to India, raising concerns 
about increased dumping that could destabilize domestic markets and potentially widen 
the trade deficit. 

❑ This situation is exacerbated by India’s import dependency on crude oil imports.



POLICY ACTIONS TO SEIZE OPPORTUNITY

❑ India’s early engagement in Bilateral Trade Agreement (BTA) talks with the US could 
secure first-mover advantage and safeguard critical sector interests. 

❑ Protecting India’s strong services exports to the US is vital; bilateral liberalization should 
ensure minimal disruption while addressing critical non-tariff barriers (NTBs). 

❑ Swiftly concluding free trade agreements with the EU, UK, Australia, and other partners will 
diversify market access and reduce dependency on any single bloc. 

❑ These FTAs should also consider provisions for double taxation avoidance and investment 
protection.

❑ Public capital expenditure must remain robust to maintain domestic growth momentum 
and attract foreign direct investment despite turbulent global conditions. 

❑ This is key to improving logistics performance and port infrastructure.



Quantum Communication

❑ Professor Bhaskar Kanseri projects India could 
achieve satellite-based quantum 
communication within five years, showcasing 
India’s progress in cutting-edge technologies and 
potential for enhanced network-centric warfare 
capabilities.

❑ His team achieved quantum key distribution 
(QKD) over 1 km without cables — the farthest in 
India so far, demonstrating significant 
advancements in quantum communication.

❑ Scaling this requires funded multidisciplinary 
teams and start-up collaboration, highlighting the 
need for a collaborative approach in India’s 
quantum technology development.



How Quantum Communication Works

❑ Quantum keys: Streams of photons generate secure quantum keys for 
communication, ensuring unbreakable encryption.

❑ Quantum entanglement: Paired photons instantly reflect each other’s state, alerting 
users to any hacking attempts, providing a foundation for secure network-centric 
warfare capabilities.

❑ Transmission modes: While fiber-optic cables offer stability, free-space 
transmission via satellites is ideal for long distances, enabling global quantum 
communication networks.

❑ Current challenge: Atmospheric disturbances increase error rates in free-space 
QKD, unlike stable fiber networks, presenting obstacles for satellite-based quantum 
communication.





Strait of Hormuz

❑ The Strait of Hormuz is a narrow waterway 
that connects the Persian Gulf with the 
Gulf of Oman, eventually leading to the 
Arabian Sea.  

❑ It serves as a crucial maritime passage for 
oil-exporting countries like Iran, Saudi 
Arabia, and the UAE. 

❑ It handles a significant portion of the 
world’s oil trade. 

❑ Its location in the territorial waters of Iran 
and Oman adds to its geopolitical 
sensitivity.



Geographic Vulnerability 

❑ At its narrowest, the strait is just 33 km wide, with 
a 3 km wide shipping lane in each direction.  

❑ This limited space makes it highly vulnerable to 
blockades or attacks on passing vessels. 

Significance of the Strait of Hormuz 

❑ The Strait of Hormuz is the world’s most important 
oil and LNG transit route. 

❑ In 2024–25, over 25% of global seaborne oil trade 
and 20% of global oil and petroleum consumption 
passed through it. 

❑ Additionally, 20% of global LNG trade, mainly from 
Qatar, also transited the strait.



❑ Geographically, there is no direct sea route alternative to bypass the Strait.

❑ Any disruption would severely affect global oil and gas flows, causing sharp price hikes and broader inflationary 
impacts. 

Iran to Block the Strait of Hormuz 

❑ Blocking or disrupting the Strait of Hormuz could involve laying sea mines, missile or bomb attacks on passing 
ships, detaining vessels, or launching cyberattacks on maritime systems. 

Strategic and Diplomatic Constraints for Iran 

❑ Despite repeated threats, Iran has never actually closed the Strait, even during wartime.  

❑ Experts say such action would harm Iran itself, especially its oil exports to China—its main customer—and strain 
recent diplomatic gains with Saudi Arabia and the UAE. 

Global Consequences of a Blockade 

❑ A blockade would not only disrupt global energy markets, especially affecting China (which sources 47% of its 
seaborne crude from the Gulf).



Impact on India

❑ India, the third-largest crude oil consumer, relies on imports for over 85% of its oil and about 
50% of its natural gas.  

❑ Nearly 47% of India’s May crude imports transited through the Strait, making it a lifeline for 
supplies from West Asian countries like Iraq, Saudi Arabia, UAE, Qatar, and Oman. 

Price Volatility Is the Main Risk 

❑While India has diversified oil sources—including Russia, the US, Africa, and Latin America—a 
blockade of Hormuz would disrupt global supply chains. 

❑ This, in turn, will cause oil and gas prices to spike, even if availability is not immediately 
compromised. 

❑ A price surge would impact trade deficit, forex reserves, rupee value, and inflation, stressing the 
overall economy.



US bombs Iran n-sites

❑ The United States entered the Israel-
Iran conflict by bombing three Iranian 
nuclear facilities using advanced B-2 
stealth bombers and bunker-busting 
bombs, including a strike on the 
heavily fortified Fordow Uranium 
Enrichment Plant.





Key Takeaways From the US Strikes on Iran’s Nuclear Facilities 

❑ US President announced a major military strike on three Iranian nuclear sites—Fordow, Natanz, and Isfahan.  

❑ The strikes, conducted using a full payload of bombs, mark the US’s entry into the ongoing Israel-Iran conflict. 

US-Israel Alliance Reaches New Heights 

❑ The US has transitioned from support to direct military involvement in Israel’s offensive against Iran.  

❑ Previously offering intelligence and defense assistance, the US now demonstrates “iron-clad” support 
through direct strikes, reinforcing Israel’s claims that Iran poses an existential nuclear threat. 

A Shift from Trump’s ‘No Endless Wars’ Doctrine 

❑ President Trump, who campaigned against US involvement in foreign wars and promised military restraint, has 
taken a stark turn by ordering strikes on Iran.  

❑ This contradicts his longstanding position, including his pledge to end the Ukraine conflict within 24 hours and 
avoid entanglement in the Middle East.



Strategic Victory for Israel 

❑ The US strike on Fordow has handed Israel a critical win, as it lacked the capability to destroy the deeply 
buried nuclear facility.

❑ This fulfills Israel’s long-standing objective of degrading Iran’s nuclear program and marks its strongest 
position against Iran since the 1979 Islamic Revolution. 

A Humiliated and Weakened Iran 

❑ Iran is reeling under the impact of continuous Israeli assaults.  

❑ With over 600 casualties in just over a week and the degradation of Iran-backed groups like Hamas and 
Hezbollah, the Islamic Republic is facing its weakest strategic moment in over four decades. 

Erosion of the ‘Axis of Resistance’ 

❑ Israel’s sustained offensive has significantly weakened Iran’s regional proxies.  

❑ The decline of Hamas and Hezbollah has not only isolated Iran but also paved the way for direct strikes on 
Iranian soil, with little resistance—a symbolic and strategic low for Tehran.
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