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NATIONAL 
 

HIKE IN COTTON PRICES WORRIES TEXTILE 

MILLS 
 

The recent hike in cotton prices in the international market and of cotton sold by the 

Cotton Corporation of India (CCI) in the domestic market has become a matter of concern 

to textile mills, especially small-scale units. 

Atul Ganatra, president of the Cotton Association of India, said the current Indian cotton 

prices are lower than the international prices by almost ₹4,000 a candy and the 

association expects cotton exports this season to be almost 20 lakh bales. About 65% of 

the Indian crop (about 200 lakh bales) have arrived in the market and the domestic 

demand is “very good”. 

However, Koti Rao, president of the AP Textile Mills Association, told The Hindu on 

Saturday that the viable price of cotton for the mills should be about ₹58,000 a candy (254 

kg). However, the price of cotton sold by the CCI went up to ₹62,000 a candy. “A few 

people have hiked the prices when they bid for cotton sold by the CCI,” he alleged. 

According to Mr. Rao, there is hardly any sign of revival of the textile industry and if the 

current situation persists, more textile mills will close down. 

N. Pradeep, who runs an MSME mill in Tamil Nadu, said the increase in cotton prices 

(sold by the CCI) by almost ₹3,500 a candy in the last one week poses significant 

challenges for yarn manufacturers. “The textile industry is grappling with poor international 

demand and domestic sales and import of finished garments has intensified competition. 

It is worth noting that the Reserve Bank of India (RBI) has rated the textile industry as 

Red, further highlighting the severity of the situation. The CCI should reconsider its pricing 

strategy and ensure that future adjustments are reflective of the current market realities,” 

he said. 

According to J. Thulasidharan, president of the Indian Cotton Federation, it remains to be 

seen if the current hike in prices will sustain in the Indian market. 
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Cotton prices to remain steady, even as demand 

continues to be sluggish 
 

Cotton prices are likely to remain steady in the short term, despite a shortfall forecast for 

2023-24 as demand continues to be sluggish. Industry stakeholders reckon prices may rise 

after April as export demand is showing signs of revival. 

Various estimates have predicted a 6-8 percent drop in cotton production in the current 

year. 

But this won’t be a cause for worry as export demand till November FY23 has been poor. 

Domestic demand is also weak, with most mills not operating at full capacity. 

As a result, cotton prices have stabilised around Rs 55,000 per candy (356 kg). Prices 

have dropped by around 10 percent from the level a few months ago. 

Cotton production Cotton Corporation of India (CCI) has projected a production of 316 

lakh bales (170 kg each) in the 2023-24 marketing year (October to September) – a drop 

of around 6 percent from the previous year. 

“So far, around 145 lakh bales have arrived in the market. The decline is expected more in 

the northern region, especially in Punjab. The output in Gujarat and Maharashtra has been 

good though late rains in the latter may cause a problem,’’ said Sanjay Kumar Panigrahi, 

CGM marketing, CCI. The corporation expects demand to be around 311 lakh bales. 

However, the trade body, Cotton Association of India (CAI), has pegged production for the 

year at 294.10 lakh tonnes -- an 8 percent fall from the 318.9 lakh bales it had predicted in 

the previous year on concerns of irregular weather conditions. 

CAI has projected a higher import figure of 22 lakh bales, compared to 12.5 lakh bales last 

year to meet the shortfall. But mills feel the tepid demand and high import duty of 11 

percent may keep imports to a lower level. 
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``The current cotton situation is comfortable as around 50 percent of the expected output 

has arrived in the market. Demand is sluggish now. But as requirement increases later, 

mills will have to resort to imports. We have requested for import duty exemption till 

October,’’ said K Selvaraju, secretary general of The Southern India Mills Association. He 

expects imports to be around 15 lakh bales. 

Lack of sufficient orders and high prices had hit many mills in the first half of FY24. But a 

fall in prices have given them some respite now. 

Industry feels import duty will be a deterrent as demand moves up ``The import duty of 11 

percent is quite challenging, and it is way too high, given the fact that we are operating on 

a thin margin. The removal of duty will provide a level-playing field,’’ pointed out Umang 

Patodia, MD of GTN group of textiles. 

Readymade garment exports India’s readymade garment exports, which fetched $16.2 

billion in FY23, declined by 14.6 percent in the eight-month period that ended in November 

FY24. 

Besides the recessionary trends prevailing in the major markets of the US and Europe, the 

Ukraine-Russia war and the conflict in Gaza affected exports. Export earnings stood at 

$8.85 billion for the period. In FY23, the export was marginally higher than the previous 

year. 

Now, the markets are showing signs of revival. ``Export orders have increased from the US 

after the New Year. We are expecting exports to improve in the last quarter. This could 

make up for the losses in the earlier months,’’ said Mithileshwar Thakur, secretary general 

of Apparel Export Promotion Council (AEPC). 

Bangladesh is the biggest competitor to India now as other major garment- exporting 

countries, such as China and Vietnam, have shown negative growth. But Thakur believes 

once the free trade agreements (FTAs) with the UK and Europe are through, India will 

have a competitive edge in the market. ``We are hoping that the FTA with the UK will 

happen before Parliament elections in May,’’ Thakur said. 

Exporters in Tiruppur, the knitwear hub of the country, are also experiencing a change 

from the sluggish trend in the past months. ``The order position has improved. This is the 

time for summer orders from the US, and, usually, the biggest chunk of shipments happen. 
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The global recession trend seems to have eased now,’’ said N Thirukkumaran, general 

secretary of Tiruppur Exporters Association. 

In FY23, exports from Tiruppur touched Rs 34,350 crore and the association is hoping to 

match that figure in the current year. He expects consumption to make a strong growth in 

the next fiscal year as economic conditions are turning favourable. 

                                                                                                                   Home 

India, EU to begin seventh round of FTA talks 

today 
 

India and the European Union (EU) will begin the seventh round of negotiations on the free 

trade agreement (FTA) in New Delhi on Monday, along with talks on an investment 

protection agreement (IPA) and a pact on geographical indications (GIs). 

 

Union minister of commerce and industry Piyush Goyal (File Photo) 

This round of talks is expected to last five days, three officials aware of the development 

said on condition of anonymity. The sixth round of negotiations, which was held in 

Brussels, concluded on October 27, 2023. 

Discover the thrill of cricket like never before, exclusively on HT.   

The previous round covered policy areas related to goods and government procurement 

offers and the seventh round is expected to include services and investment, one of the 

officials said. The sixth round had also focused on accelerating work on the text presented 

by the two sides and some progress was made on technical matters, a second official said. 

“The stage for the seventh round has been set by the chief negotiators of both sides after 

two separate meetings – the first in Brussels during mid-November and the second in New 

Delhi last month,” the first official said. 

 

The two sides have already held “substantial” discussions on matters related to goods and 

public procurements in previous rounds, the third official said. “The two sides were 

engaged constructively in the last three to four months to iron out differences and prepare 

the ground for the seventh round,” he said. 

The sixth round consisted of 71 technical sessions covering 18 of the 23 policy areas and 

chapters. These talks were held in person and virtually. 
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The proposed trade deal with the EU is one of the most complex FTAs being negotiated by 

India. While there is interest on both sides to take forward the deal, a breakthrough is 

unlikely before the general elections in India and European Parliament polls this year. 

India will continue to oppose the EU’s move to impose a carbon tax or the Carbon Border 

Adjustment Mechanism (CBAM) on various imports at multilateral forums such as the 

MC13 at Abu Dhabi later this month, but this is unlikely to affect the FTA talks, a fourth 

person aware of the matter said on condition of anonymity. 

“India is committed to environmental protection and is doing more than it has committed at 

global forums. Prime Minister Narendra Modi has given a call for LiFE [Lifestyle for the 

Environment]. But India is against making this part of trade commitments, which would be 

nothing but a non-trade barrier,” the fourth person said, referring to CBAM, which is a 

proposed tariff on carbon-intensive products to offset carbon leakage. 

CBAM could lead to tariffs of up to 35% on imports of high-carbon goods such as steel, 

iron ore and cement from India. EU officials have said CBAM will be implemented 

gradually and that their side is open to talks to address India’s concerns. 

 

Even as New Delhi opposes measures such as CBAM being made part of any trade deal, 

it is preparing its industry to make products with a low carbon footprint, such as green 

steel, green cement and green hydrogen, the fourth person said. 

The EU’s demands include removing barriers to trade for smaller European firms, opening 

up services and the Indian public procurement market, and negotiations on such matters 

are being done on the principles of reciprocity and equity while protecting the interests of 

India’s micro, small and medium enterprises (MSMEs), the third official said. 

“There are marked differences between the MSMEs of the two sides in all aspects – size, 

investments and use of technology. Hence, all such matters must be negotiated on the 

principle of equity,” the official said. MSMEs, agriculture and dairy are sensitive sectors for 

India, he added. 

The third official noted India is the world’s fifth largest economy, but is also a developing 

nation with significantly low per capita income compared to European states. Reciprocal 

trade arrangements for farming and dairy are not possible as Indian farmers are very poor. 

For them, farming is for subsistence rather than profit, and the government is committed to 

protecting their interests, he added. 

 

Unlike the recently signed FTAs with Australia and the United Arab Emirates (UAE), the 

proposed deal with the EU is comprehensive in terms of size (27 member countries) and 

scope (the range of subjects under negotiation), and hence, the pact will take more time, 

the third official said. 
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India and the EU resumed bilateral trade and investment negotiations about a month after 

PM Modi participated in a leaders’ meeting in May 2021 at the invitation of European 

Council President Charles Michel. This was the first time the EU hosted a meeting with 

India in the EU+27 format. 

The negotiations that were stalled for almost nine years were re-launched in 2022 along 

with separate talks for the IPA and the agreement on GIs. 

 

                                                                                                                                 Home 

Progress of India-UK trade pact talks reviewed at 

highest level 
 

Read more at: India UK trade pact: Progress of India-UK trade pact talks reviewed at 

highest level - The Economic Times 

                                                                                                                                 Home 

 

Commerce ministry decides to extend RoDTEP 

scheme benefits to SEZ units 

Read more at: 

https://legal.economictimes.indiatimes.com/news/law-policy/commerce-ministry-decides-

to-extend-rodtep-scheme-benefits-to-sez-units/107802053 

                                                                                                                                 Home 

India needs new cotton seed varieties for better 

productivity: House panel 
 

India is in dire need of new varieties of cotton seeds and plants that are adaptive to the soil 

and climatic conditions to improve its cotton cultivation, the parliamentary standing 

committee on labour, skill development and textiles said in its recent report. 

In 2022-23 India’s acreage under cotton was 13,061 lakh hectares, the highest in the 

https://m.economictimes.com/news/economy/foreign-trade/progress-of-india-uk-trade-pact-talks-reviewed-at-highest-level-sources/amp_articleshow/107797729.cms
https://m.economictimes.com/news/economy/foreign-trade/progress-of-india-uk-trade-pact-talks-reviewed-at-highest-level-sources/amp_articleshow/107797729.cms
https://legal.economictimes.indiatimes.com/news/law-policy/commerce-ministry-decides-to-extend-rodtep-scheme-benefits-to-sez-units/107802053
https://legal.economictimes.indiatimes.com/news/law-policy/commerce-ministry-decides-to-extend-rodtep-scheme-benefits-to-sez-units/107802053
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world, but the productivity yield was only 447 kgs/hectare, whereas in the USA the 

productivity yield was 1,065 kgs/hectare, according to the Ministry of Textile data. 

 

“The committee observed that the core agro-climatic limiting factors in cotton cultivation in 

India seem to be in our knowledge. It appears to the committee that in addition to the Bt+ 

and other similar seed traits, the country is in dire need of varieties of cotton seeds/plants 

that are adaptive/suitable for our soil and climatic conditions,” the report noted. 

“The kg per hectare yield in India is extremely low when compared with kg per hectare 

yield of other major cotton producing countries. The committee notes that this low per 

hectare yield in India is due to the fact that the Bt seed technology in the country has 

become outdated and there is an urgent need for a new variety of seeds,” it said. 

The panel asked the Ministry of Textiles to do a comprehensive study on how to increase 

the productivity of cotton. It noted that the problem with genetically modified seeds is that 

farmers have to buy the seed every year, leading to the start of their debt journey, which 

gets steeper as the pesticides, fertiliser and labour costs add up without a commensurate 

increase in yield. 

“The committee is of the firm opinion that much needs to be done in the area of availability 

of affordable and climatically adapted Bt or other hybrid varieties of cotton seeds in the 

country. Farmers should be further supported financially in quality seed procurement and 

in the adoption of best farming practices,” the report said. 

On the government’s decision to exempt all cotton imports from customs duties, the 

committee said it might lead to an inflow of cheap cotton from other countries. 

“In the absence of effective procurement and a price stabilisation fund to ward off the 

adverse impact of such inflow on prices could lead to an added burden on the already 

crisis-ridden cotton farmers in the country. The committee is of the firm opinion that the 

Ministry of Textiles in consultation with the Ministry of Agriculture should take necessary 

measures for protection guaranteed to the cotton farmer in the form of assured 

procurement at remunerative prices at least one and a half times the cost of production of 

cotton by the farmers,” it said. 

                                                                                                                  Home 

India's current account deficit likely at below 1% of 

GDP in FY24 
 

Read more at: India's current account deficit likely at below 1% of GDP in FY24 - The 

Economic Times 

https://m.economictimes.com/news/economy/indicators/indias-current-account-deficit-likely-at-below-1-of-gdp-in-fy24/amp_articleshow/107801797.cms
https://m.economictimes.com/news/economy/indicators/indias-current-account-deficit-likely-at-below-1-of-gdp-in-fy24/amp_articleshow/107801797.cms
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CDU, DITT Researchers To Improve Efficiency Of 

NT Cotton Industry 
 

Researchers at Charles Darwin University (CDU) will collaborate with scientists from the 

Northern Territory’s Department of Industry, Tourism and Trade (DITT) to investigate water 

use patterns and the efficiency of the territory’s rain-fed cotton crops to enhance 

knowledge around yield prediction and bolster the economic value and resilience of the 

NT’s cotton industry. 

The study, which will take place over a period of three-years, will facilitate a PhD student 

enrolled at CDU to work with farmers and gather research and real-time data about rain-

fed cotton in the Katherine and Douglas-Daly regions. This project represents the first 

collaboration on cotton agronomy between CDU and DITT. 

This work builds on the collaboration DITT have with the Cooperative Research Centre for 

Developing Northern Australia’s Cotton, Grains, Cattle programme which is exploring the 

fundamentals of cropping-systems to deliver sustainable growth for the NT’s agricultural 

sector. 

Australian cotton offers high profitability and studies have shown it has great potential to 

grow in the NT, building capacity and supporting the whole agricultural sector. Unlike 

irrigated cotton in southern states, NT’s rain-fed cotton relies on wet season rainfall, 

making it less water-intensive but more vulnerable to unfavourable rainfall. 

CDU’s Research Institute for Northern Agriculture (RINA) Professor of Tropical Broadacre 

Cropping Systems Stephen Xu said knowledge about water use of rain-fed cotton in the 

NT is limited. 

“By gaining an in-depth understanding of water use, the efficiency in rain-fed cotton and 

addressing the effects of variable rainfall we can provide growers with advice around how 

to navigate uncertain weather conditions. This will help the industry adapt to climate 
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change and variability, contribute to best management practices, and promote the 

development of the cotton industry, yielding various benefits,” said Xu. 

A combination of physiological measurements, ground, and soil sensors as well as remote 

sensing data will be used to create simulation models to help provide an understanding 

about the cotton’s water use patterns, especially during the late growing season when 

rainfall uncertainty increases. 

“The project's outputs will promote rain-fed cropping without relying on precious 

groundwater resources in the NT meaning agricultural development will be supported while 

environment Impact is minimised. By monitoring water use, assessing crop water use 

efficiency, and modelling yield under drought conditions, the project will help the cotton 

industry manage risks and, in the future, guide supplementary irrigation,” Xu added. 

Australian cotton is renowned for its premium reputation and profitability as an export 

product. The NT’s cotton industry is expected to expand to 400,000 bales within the next 

decade creating more jobs and providing an expected net worth of over $200 million for the 

territory’s economy. The outputs of this project will play a crucial role in realising this 

economic value. 

                                                                                                                   Home                                                                                                                

Vietnam's PMI Rebounds After 5 Months 
 

In early 2024, Vietnam’s Manufacturing Purchasing Managers’ Index (PMI) rebounded, 

signalling growth amid an improved economic outlook, as per S&P Global. 

January’s PMI surged to 50.3 from December’s 48.9, marking the manufacturing sector’s 

first upturn in five months. 

This resurgence had been propelled by heightened demand, leading to an uptick in both 

output and new orders. Gabor Fluit, EuroCham’s Chairman, affirmed Vietnam’s economic 

recovery’s positive trajectory, emphasising the necessity of innovation, robust trade ties, 

and enhancing export value through processing. 

The CEO of Economica Vietnam, Le Duy Binh, echoed optimism, citing global economic 

revival, particularly in vital export markets like the US, Japan, China, Australia, and the 

ASEAN nations. 

Despite EU’s lag, strong recoveries elsewhere indicate stable demand growth. 
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Binh highlighted Vietnam’s sustained macroeconomic stability in 2023, laying a robust 

foundation for bolstering confidence among domestic and foreign businesses and 

consumers. 

This, coupled with growing interest from foreign investors, particularly in supply chain 

diversification, suggests a promising outlook for increased foreign and domestic private 

investment. 

                                                                                                                                       Home                                                                                            

Red Sea crisis: Over 700% rise in freight rates give 

exporters a sinking feeling 
 

As the spectre of Houthi attacks engulf the Red Sea region, its repercussions on global 

trade are tightening the choke on Indian exporters. Freight rates have risen 600%, 

insurance costs are higher and container shortage is becoming acute. SMEs, already 

worried that their goods may not reach the buyers, are feeling the pinch of these factors as 

well. 

 

Vikas Singh Chauhan, Director of the Home Textile Exporters Welfare Association, points 

out that Europe freight that was $400-600 per container before the crisis has now rocketed 

to $4,000-6,000. “70-80% of exports in home textiles have been impacted,” he says, 

explaining that the rise in transportation and insurance costs is squeezing the working 

capital cycle and eating away the profits of traders. 

 

Indian businesses cannot avoid the Red Sea as it is a crucial trade channel linking Europe, 

Asia and the Middle East as it is the gateway to the Suez Canal: nearly 12% of global 

commerce and a third of the world’s container ship traffic pass through this region. The 

surge in attacks by Iran-backed Houthis on ships on this route has forced commercial 

vessels to divert to the longer route around Africa — around the Cape of Good Hope. This 

bottleneck has inflated expenses across the board — from freight rates and insurance 

premiums to container leasing spot rates. It also raises voyage distance by 40%. 

Shipping companies have increased by threefold the prices they charge to transport a 

container from Asia to Europe as they circumvent the Houthi menace by navigating an 

additional 4,000 miles around Africa. They say the detour results in extra fuel consumption, 

higher operational and manpower costs, and adds over two weeks to the travel time in 

each direction. 

https://auto.economictimes.indiatimes.com/tag/houthi+attacks
https://auto.economictimes.indiatimes.com/tag/red+sea
https://auto.economictimes.indiatimes.com/tag/global+trade
https://auto.economictimes.indiatimes.com/tag/global+trade
https://auto.economictimes.indiatimes.com/tag/freight+rates
https://auto.economictimes.indiatimes.com/tag/container+shortage
https://auto.economictimes.indiatimes.com/tag/smes
https://auto.economictimes.indiatimes.com/tag/singh+chauhan
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Shipments are at sea 

 

Chauhan explains that it has become a logistical nightmare. His shipments to Israel’s Port 

of Ashdod now reach in 83-120 days against 12 days previously. Freight rates to UAE 

have risen from $50-100 to $700-900, says Chauhan. 

 

These shipments, with multiple transshipments, face a 600% increase in freight rates as 

shippers find it viable to reroute less-than-container load (LCL) — one of the two main 

categories of containerised transportation services popular among Indian traders — to 

Singapore and Egypt. This is putting pressure on Singapore port. 

 

The port is also a bunkering (refuelling) point, points out Vijay Kalantri, Chairman of 

MVIRDC WTC Mumbai. With vessel traffic increasing in Singapore, shipping lines are also 

struggling to find alternative locations for bunkering. 

 

Kalantri says the surcharge on 40-foot containers on the Red Sea route is $3,000. This is a 

new charge. 

 

A report by UK-based Altana, which gives supply chain insights to governments, recently 

said the Red Sea disruption is affecting 79% of Europe’s apparel imports from Asia. 

Chauhan concurs with this finding, saying the additional manoeuvring on seas has 

impacted 70-80% of exports by volume and 20-30% in value in the home textiles sector. 

Not many people are forthcoming in acknowledging such a steep fall in numbers, he says. 

 

Some destinations remain relatively insulated from the Red Sea effect, like New Zealand 

and Australia. But consignments to these geographies go via Singapore, which is seeing 

vessel congestion and connectivity issues that are raising transit times. Also, most textile 

exports from India go to Europe, the US, and West Asia, making the Red Sea unavoidable 

for traders looking to send goods more cheaply and quickly. 

 

Cost of the impact 

 

Freight spot rates are spiking as shipping companies are factoring in the additional costs of 

going around the Cape of Good Hope or factoring in the additional risk premium of using 

the Red Sea route, says Jitendra Popat, National Head of Sea Freight at Jeena & 

Company. 

https://auto.economictimes.indiatimes.com/tag/vijay+kalantri
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A 40-foot container that used to cost $500 started costing $1,000 on December 20; $2,150 

on January 1 and $3,600-4,400 from January 16, he explains. “Freight rates increased 

700% to 850% in a short span of 1.5 months.” 

 

The problem is more acute for companies relying on goods that have to reach a 

destination within a time limit. These companies cannot wait longer for a rerouted ship to 

arrive without taking a hit on their financials. 

 

According to Ranjith Raja, Head of EMEA Oil Research at LSEG (London Stock Exchange 

Group), the Red Sea crisis is primarily responsible for the current sharp spike in spot rates. 

This is mainly because vessels being locked in on their current voyages for a longer period 

reduces the available tonnage in the market for chartering. This results in a shortage of 

supply that results in a spike in spot rates. 

 

Shipments from India to Europe, North America and South America see a cumulative delay 

of 14-21 days because of a 7-day rerouting, says Chandrachur Datta, Partner at Vector 

Consulting Group. “This results in a shortage of supply, compelling pharmaceutical 

companies to opt for costly air freight, impacting their financial health.” 

 

However, the turbulence has made air routes also unviable for industry. Nishant Parmar, 

Regional General Manager of Delhi-based Blue Bird Cargo Pvt Ltd, says air freight costs 

have doubled, and there is no space on planes taking goods to destinations in Europe and 

the USA. 

 

Paris-based Organisation for Economic Co-operation and Development (OECD) estimates 

the tensions to cause a 5% increase in import costs for its members, leading to a notable 

increase in inflation. Nikkhil K Masurkar, CEO of Entod Pharmaceuticals, says the crisis is 

feeding itself as disruptions in shipping lanes and delays in cargo deliveries are causing 

shortage of vessel availability and driving up spot rates. “While the extent of the crisis on 

spot rates may vary depending on various factors, including the duration and severity of 

the crisis, it remains a significant factor influencing shipping costs and supply chain 

dynamics in the region and beyond,” Masurkar adds. 

 

Insurance & inventory pangs 

 

Industry players say there has been a significant surge in marine war risk premiums, 

https://auto.economictimes.indiatimes.com/tag/red+sea+crisis
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increasing by approximately fifty times compared to before the war. “We have to shell out 

extra, exceedingly extra than what we used to pay,” says Jitendra Srivastava, CEO of 

Triton Logistics & Maritime Pvt Ltd. 

 

“Insurance costs are definitely up — to the tune of 25-100% depending on the nature of the 

cargo. In some time-sensitive product ranges (pharma, seafood, agri commodities, etc), it 

is above 200% of the value of the goods. Facing a barrage of drone and rocket attacks, 

insurance companies are quite hesitant to provide cover to goods. That major trade route 

has suddenly turned economically unviable for them, and companies who are still risking it 

are charging huge war risk premiums (WRP). In sum, insurance companies are exploiting 

our situation.” 

 

Insurance costs depend on factors such as vessel type and age, cargo, sailing history, risk 

perception and security concerns. Speaking on condition of anonymity, an official of a 

London-based financial information company says the common insurance premium rate 

before the Red Sea crisis started was 0.05-0.7%. But it has now reached almost 1% of the 

value of the asset. 

 

To make matters worse for the industry, there seems to be no sign of immediate relief for 

the sector. Japanese shipping giant Mitsui OSK Lines estimates tensions in the Red Sea to 

disrupt the trade route for a year. 

 

The severity of the problem has made traders draw parallels with the supply chain crisis of 

2020 — seen during the Covid lockdowns. Businesses have not forgotten the detrimental 

effect of that, and some are yet to return to normalcy after that hit. Experts have predicted 

that it might take years for supply chains to recover and return to the pre-pandemic levels 

of efficiency. 

 

They fear a new problem: inventory bloating, which happens when fear of supply 

disruptions force companies to place additional orders, to add buffer stocks, leading to 

higher storage costs. This comes with its own risk. Recently, retailers in the US and 

Europe were struggling to clear stocks as their additional inventory, ordered to buffer them 

from Covid disruptions, were not moving off the shelves due to a dip in the economy. 

 

Industry players say overseas buyers are taking time to commit to any deals as they want 

to know how the situation will unfold. They are asking Indian suppliers for deeper discounts 

or hold shipments. This has squeezed the working capital cycle of several traders, 

particularly MSME exporters. 
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Container shortage, again 

 

Heightened shipping costs are also affecting the availability of containers — an issue that 

had crippled trade during the pandemic. The Drewry World Container Index, a key 

benchmark for container freight rates, has more than doubled since the previous year’s 

end. This reflects an acute shortage of containers. 

 

Research by online platform for container logistics, Container xChange, shows the top 10 

locations in container trading experiencing substantial month-on-month percentage 

increases in container trading prices. The highest container trading prices globally are in 

Chennai as compared with Nhava Sheva and Mundra in January ($1,546 in Chennai, 

$1,345 in Mundra, and $1,492 in Nhava Sheva). As an example of how leasing rates have 

reacted to the Red Sea crisis and its repercussions, Container xChange observes that 

certain stretches, like the Shanghai to Chennai route, have seen a substantial 144% rise in 

leasing rates from November 2023 to January 2024 (from $85 to $208), showing increased 

demand for containers in this lane. 

 

"The significant spikes in shipping rates over the last three months signal a notable shift in 

the supply-demand dynamics, with demand recovery and capacity being increasingly tied 

up as the transit times via the cape of Good Hope increase by 2 –3 weeks. While the pre-

Chinese New Year surge contributed, it was the disruptions caused by the Red Sea 

rerouting that served as the primary catalyst for the shooting up of leasing rates for 

containers," 

says Christian Reoloffs, co-founder, and CEO of Container xChange. 

 

Fuel cost has also increased, roughly 20-23%, as ships have to travel a longer distance, 

notes Container Xchange. “Ultimately, the end consumer pays the freight cost. In the short 

term, usually, there is some intermediary that pays the bills because they have promised at 

a certain price, but ultimately, in normal circumstances, the price per unit is adjusted 

marginally to the end consumer when such disruption occurs,” adds Roeloffs. 

 

Ease after Chinese New Year? 

 

Geopolitical tensions such as the Russia-Ukraine conflict have also added to the rise in 

fuel price, insurance and operational costs of shippers. 

 

Many experts say the situation can ease a little after the Chinese New Year — which falls 
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on February 10 this year. Many businesses in the country’s global manufacturing hubs are 

closed or reduce operations during the holiday season, causing a slowdown in 

manufacturing and trade. Experts say this can lower demand for container shipping 

services, leading to a cooling period. But the global trade situation will not stabilise unless 

the Red Sea crisis is resolved, to begin with, they add. 

 

Roeloffs expects the situation to persist for a longer period but agrees that the drop in 

demand usually seen during the Chinese New Year can give carriers time to reconfigure 

their network and adjust to the longer transit times. 

 

No matter what, Indian MSMEs should be looking for new markets that are insulated from 

the geopolitical crisis. HEWA’s Srivastava suggests exporters focus more on Africa, 

Russia, South America, New Zealand and Australia. This will create a solution that can 

weather multiple geopolitical crises. 

                                                                                                                                      Home                                                                                            

Insurers foresee more cancellations, premium rise 

if Red Sea attacks persist 

Amid ongoing disruptions in the Red Sea region, some Indian general insurers have 

cancelled their policy covers whereas others have hiked premiums for voyages involving 

Red Sea shipments and are looking at more such increases if the attacks continue to 

persist. 

Insurers such as TATA AIG Insurance have sent notices of cancellation for war, terrorism, 

piracy and strike covers. Others such as ICICI Lombard and Bajaj Allianz General said that 

while they haven’t pulled out, they are seeing an increase in premiums is specific policies 

and covers. 

Deepak Prinjha, Chief Technical Officer, Commercial – Underwriting, Royal Sundaram 

General said that a few insurers have started charging an additional premium for bulk 

cargo transiting through this route. 
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“Our company and the reinsurance industry, have adopted a ‘wait and watch’ strategy. If 

the attacks continue, each insurer may charge a higher marine premium for all cargos, 

including bulk cargo,” he added. 

The Red Sea is one of the busiest sea routes, especially for Indian logistics. The region 

has been seeing attacks on commercial ships by armed individuals. If the situation 

persists, insurers might eventually refrain from providing marine cover for this route, or 

there may be restrictions imposed by reinsurers and then insurers which will impact the 

overall marine business, industry players said.  

Israeli and other allied merchant ships travelling through the Suez Canal and areas such 

as the Indian Ocean, Gulf of Aden, Southern Red Sea, and Cabo Delgado are facing 

attacks by Yemen-based Houthis and Somalian pirates, acting in solidarity with Gaza amid 

the ongoing Israeli-Palestine war. The route is usually used by Indian ships going to or 

coming from Europe and the US East Coast, and some of these ships are now being 

forced to go around southern Africa or take alternative routes, increasing both travel risks 

and time for shipments. 

“Several insurers have already raised their war insurance premiums by 10X, and some are 

refusing coverage for shipments passing through the Red Sea corridor. However, for 

existing policies such as the STOP Policy and others, insurers are required to provide 

notice to policyholders with at least a 7-day timeframe to withdraw coverage,” said Amit 

Agarwal, CEO, Howden India, adding that if the attacks persist, premiums could rise by 30-

40 per cent. 

However, this does not apply to insured shipments that are already in transit in the area 

or simply passing through, insurers said adding that measures taken by world government, 

such as deploying warships, could help the situation. The Indian government, earlier this 

month, sensitised banks and insurance companies to continue providing trade finance and 

insurance support to exporters trading via the Red Sea. 

“We may witness a stabilisation of price hikes as normalcy returns. However, the attacks 

will undoubtedly have a long-term impact on pricing,” Agarwal said. 

Global insurers have increased premiums by as much as 1 per cent, and are now 

underwriting these covers at about 0.10-0.15 per cent of the value of the ship or cargo as 

against the earlier average of 0.015-0.020 per cent. 
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The highest impact is being felt in bulk segments such as crude oil, which are controlled by 

reinsurers, industry players said. Even so, shipping line trade passing through the region 

has dropped tremendously with ships opting for alternative routes, owing to which insurers’ 

exposure to the region has also dipped and the impact has been controlled, they said, 

adding that they don’t expect a ‘knee jerk’ reaction from reinsurers. 

“Currently we are evaluating the situation and are in constant discussion with our 

reinsurers and shall take appropriate action based on their advice,” said TA Ramalingam, 

Chief Technical Officer, Bajaj Allianz General Insurance. 

A senior official at GIC Re said reinsurers are closely monitoring developments and 

exposures and responding as required, including charging prevalent higher rates due to 

the war like developments. In December 2023, SwissRe too had said that while there are 

disruptions, the impact has been so far manageable through charging higher premiums. 

                                                                                                                                 Home                                                                                            

UK says India needs to open its markets much 

more for a successful FTA 

India must be prepared to open its markets for goods and services much more for a 

successful conclusion of the India-UK Free Trade Agreement (FTA), sources in the UK 

government have said.  

“India’s tariffs on goods are very high. The UK believes that India has to do much more in 

terms of bringing them down and opening its markets. The UK already is very open,” a UK 

official said not wanting to be quoted. 

While the UK has recently shown huge interest in expediting the proposed FTA, possibly 

wanting it concluded before the elections in both countries, sending the ball in India’s court 

could indicate the country’s limited flexibility on key issues.  

“The India-UK FTA can be sealed in as less as three weeks provided India opens up more. 

There are economic and political ambitions on both sides,” the official added. 

The UK has been pressing for deep duty-cuts on items such as Scotch and automobiles, 

where import duties in India are as high as 150 per cent and 100 per cent (70 per cent for 

https://www.thehindubusinessline.com/topic/Automobiles/
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vehicles up to $40,000) respectively. It also wants liberalisation of financial and legal 

services and strong IPR rules to give additional protection to pharmaceutical majors. 

New Delhi, however, holds the view that the UK’s tariffs on goods are low because of the 

attributes of the country’s economy as it benefits from the low-duty imports. “The UK must 

be ready to give additional benefits to India in the FTA such as lowering tariffs for certain 

items such as textiles where duties are high, liberalisation of non-immigrant visas and a 

social security totalisation agreement,” an Indian industry source said. 

Recently, Commerce Secretary Sunil Barthwal told the media that the country must 

safeguard its interests and make substantial gains in the FTA negotiations with the 

UK.“India should commercially gain out of it (India-UK FTA) and we should also be able to 

safeguard the interest of our farmers, and (protect) goods covered under PLI (production 

linked incentive) scheme. So, we are there to see that the deal is a fair deal,” Commerce 

Secretary Sunil Barthwal said. 

However, the UK does not seem too comfortable offering big concessions to Indian 

workers, whether in terms of liberalisation of work visas or a social security agreement. A 

social security agreement could help Indian professionals working temporarily in the UK 

save up to millions of pounds every year in compulsory contributions for pension that they 

would not be able to enjoy as their work tenure would end much earlier. 

 The two countries are optimistic about bilateral trade in goods and services doubling to 

$100 billion by 2030 if the FTA is implemented soon. 

Earlier this month, a UK trade delegation led by Douglas McNeill, chief economic advisor 

to UK PM Rishi Sunak, was in New Delhi, meeting top decision makers, including Finance 

Minister Nirmala Sitharaman, Commerce & Industry Minister Piyush Goyal and senor 

officials in the Prime Minister’s Office, looking for possible breakthrough in sticky issues. 

                                                                                                                                       Home                                                                                            

 

 

 


