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Key takeaways

« The United States has agreed to lower reciprocal tariffs on Indian exports from 25% to 18% and eliminate the 25%
penal tariffs on India's crude oil imports from Russia

* Inreturn, India may need to reduce certain tariff and non-tariff barriers, expand its imports of US goods beyond current
levels, and potentially limit or cease crude oil imports from Russia, as suggested by President Trump and various media
reports

» Currently, exports to the US contribute only 2% to India’s revenue (1.5% when excluding exempted goods). However,
specific industries and companies could benefit significantly from this agreement

» This development helps to resolve uncertainties and ease geopolitical tensions between the US and India, which is
expected to boost market sentiment. Indian markets, which have recently experienced underperformance and foreign
outflows, may see signs of recovery as a result (See more details on Page 2)

* India and the EU signed a Free Trade Agreement (FTA) in January 2026, ending 20 years of negotiations. The
agreement is expected to be implemented by 2027 and will reduce tariffs on 92-97% of goods traded

* The deal could double trade between India and the EU, which is currently worth USD 140 billion, within five years

* It helps India diversify exports and become more integrated into EU supply chains, especially in industries like textiles
and manufacturing

+ Tariffs on 90% of Indian goods will be removed, benefiting sectors such as textiles, machinery, electronics,
pharmaceuticals, gems, jewellery, and leather

« EU automakers will gain access to the Indian market, with potential for more "Make in India" initiatives and vehicle
exports (See more details on Page 3)

Source: Bloomberg, HSBC Asset Management, February 2026
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India-US trade deal: Moving forward

On February 2, news outlets reported that India and the United States have reached a trade agreement. As part of the
deal, the US has agreed to reduce reciprocal tariffs on India’s exports from 25% to 18% and remove the 25% penal
tariffs on India’s crude oil imports from Russia.

While the full details are yet to be disclosed, media reports indicate that India may need to eliminate certain tariff and
non-tariff barriers and increase its imports of US goods beyond current levels. Additionally, India may also reduce or
halt its crude oil imports from Russia, as suggested by a social media post from President Trump and other media
sources.

Implications for India

Since only 2% of India’s revenue comes from exports of goods to the US (1.5% after exempted goods), the
immediate revenue impact is expected to be minimal. However, certain sectors and companies stand to benefit
positively from the new agreement.

The deal is a major positive for the Indian market overall, addressing long-standing uncertainties and signaling a thaw
in US-India geopolitical tensions. This is particularly significant given the recent underperformance of Indian markets
and foreign institutional investor (Fll) outflows.

The removal of trade-related overhangs could accelerate decision-making processes, supporting Foreign Direct
Investment (FDI) and boosting outsourcing opportunities for India.

The anticipated India-US Bilateral Trade Agreement, if successfully finalized, could address tariffs, market access, and
other trade barriers. This would further bolster investor confidence, strengthen the Indian rupee, and potentially
reverse Fll outflows from Indian markets.

Overall, this trade agreement serves as a positive development, both economically and geopolitically. It reinforces
India’s growth outlook and positions the country for further economic progress in collaboration with the US.

Fig. 1: India and other Asian countries’ export tariff rates to the US
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Source: Morgan Stanley, HSBC Asset Management, February 2026.
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India and EU Conclude FTA to Strengthen Economic Ties

In a landmark development, India and the European Union (EU) have successfully concluded negotiations on a Free
Trade Agreement (FTA) in January 2026, marking a significant step in strengthening ties between the two markets.
This milestone follows India’s increasing focus on trade diplomacy, following the conclusion of three major trade
agreements: the India-UK Economic and Trade Agreement (CETA) in July 2025, the India-New Zealand FTA in
December 2025, and the India-Oman Comprehensive Economic Partnership Agreement (CEPA) in late 2025. As India
continues to deepen its global economic engagement, the FTA with the EU is expected to open new avenues for
trade and economic cooperation, although immediate direct impacts on India’s equity portfolio are not foreseen.

Here’s a closer look at the agreement and its implications:

After almost two decades of negotiation, India and the EU have signed an FTA, with implementation expected by
2027 after necessary approvals. The agreement aims to liberalise 92-97% of tariff lines and is projected to double
bilateral trade between India and the EU within five years. Currently, India and the EU’s bilateral trade amounts to
USD 140 billion, which is just 0.6% of global trade. India accounts for only 0.8% of the EU’s exports in goods,
highlighting the potential for significant growth in trade volumes.

Implications for India:

The EU is one of India’s largest trading partners, with Indian exports to the EU amounting to USD 76 billion in FY25,
second only to exports to the US (USD 87 billion). This agreement has the potential to bring substantial benefits
across various sectors.

India’s trade with the EU largely mirrors its trade with the US, with the FTA providing opportunities for export
diversification. The EU deal, combined with the UK agreement, is expected to integrate India into EU supply chains,
particularly benefiting labour-intensive industries. At the launch of the agreement, the EU will eliminate tariffs on 90%
of Indian goods, opening up large gains in sectors such as machinery, electronics, pharmaceutical components,
textiles, and jewellery.

A quota-based auto liberalisation package will also allow EU automakers to introduce models in India at higher price
bands, while creating opportunities for “Make in India” initiatives and exports of Indian-made vehicles.

Tariffs on EU wine exports to India are set to reduce from 150% to 75%, and eventually to 20%.

The agreement is expected to boost foreign direct investment (FDI) and services trade in the medium term. The EU
currently accounts for 16% of India’s FDI and 20% of India’s IT exports. Certainty of market access, non-
discriminatory treatment, and improved mobility provisions will enhance India’s services exports in areas such as IT,
professional services, and other business services. Moreover, commitments to mobility for Intra-Corporate
Transferees (ICT) and Business Visitors will increase employment opportunities and mobility between India and the
EU.

The India-EU FTA represents a pivotal moment in India’s trade diplomacy journey, offering significant opportunities
across goods and services sectors. While the agreement is unlikely to have an immediate impact on India’s equity
portfolio, its long-term benefits could be substantial, driving economic growth and fostering deeper integration with
global markets.

Fig. 2: India’s exports to the US and Europe
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Source: ITC trademap, HSBC Global Research, January 2026
Note that Export Similarity Index is calculated by summing the minimum of India’s export shares to the EU and to the US for each product
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Important information

For Professional Clients and intermediaries within countries and territories set out below; and for Institutional Investors
and Financial Advisors in the US. This document should not be distributed to or relied upon by Retail clients/investors.

The value of investments and the income from them can go down as well as up and investors may not get back the
amount originally invested. The performance figures contained in this document relate to past performance, which should
not be seen as an indication of future returns. Future returns will depend, inter alia, on market conditions, investment
manager's skill, risk level and fees. Where overseas investments are held the rate of currency exchange may cause the
value of such investments to go down as well as up. Investments in emerging markets are by their nature higher risk and
potentially more volatile than those inherent in some established markets. Economies in emerging markets generally are
heavily dependent upon international trade and, accordingly, have been and may continue to be affected adversely by
trade barriers, exchange controls, managed adjustments in relative currency values and other protectionist measures
imposed or negotiated by the countries and territories with which they trade. These economies also have been and may
continue to be affected adversely by economic conditions in the countries and territories in which they trade.

The contents of this document may not be reproduced or further distributed to any person or entity, whether in whole or in part, for any
purpose. All non-authorised reproduction or use of this document will be the responsibility of the user and may lead to legal
proceedings. The material contained in this document is for general information purposes only and does not constitute advice or a
recommendation to buy or sell investments. Some of the statements contained in this document may be considered forward looking
statements which provide current expectations or forecasts of future events. Such forward looking statements are not guarantees of
future performance or events and involve risks and uncertainties. Actual results may differ materially from those described in such
forward-looking statements as a result of various factors. We do not undertake any obligation to update the forward-looking statements
contained herein, or to update the reasons why actual results could differ from those projected in the forward-looking statements. This
document has no contractual value and is not by any means intended as a solicitation, nor a recommendation for the purchase or sale of
any financial instrument in any jurisdiction in which such an offer is not lawful. The views and opinions expressed herein are those of
HSBC Asset Management at the time of preparation and are subject to change at any time. These views may not necessarily indicate
current portfolios' composition. Individual portfolios managed by HSBC Asset Management primarily reflect individual clients' objectives,
risk preferences, time horizon, and market liquidity. Foreign and emerging markets: investments in foreign markets involve risks such as
currency rate fluctuations, potential differences in accounting and taxation policies, as well as possible political, economic, and market
risks. These risks are heightened for investments in emerging markets which are also subject to greater illiquidity and volatility than
developed foreign markets. This commentary is for information purposes only. It is a marketing communication and does not constitute
investment advice or a recommendation to any reader of this content to buy or sell investments nor should it be regarded as investment
research. It has not been prepared in accordance with legal requirements designed to promote the independence of investment research
and is not subject to any prohibition on dealing ahead of its dissemination. This document is not contractually binding nor are we
required to provide this to you by any legislative provision.

All data from HSBC Asset Management unless otherwise specified. Any third-party information has been obtained from sources we
believe to be reliable, but which we have not independently verified.

HSBC Asset Management is the brand name for the asset management business of HSBC Group, which includes the investment
activities that may be provided through our local regulated entities. HSBC Asset Management is a group of companies in many
countries and territories throughout the world that are engaged in investment advisory and fund management activities, which are
ultimately owned by HSBC Holdings Plc. (HSBC Group).
In Australia, this document is issued by HSBC Bank Australia Limited ABN 48 006 434 162, AFSL 232595, for HSBC Global Asset
Management (Hong Kong) Limited ARBN 132 834 149 and HSBC Global Asset Management (UK) Limited ARBN 633 929 718. This
document is for institutional investors only and is not available for distribution to retail clients (as defined under the Corporations Act).
HSBC Global Asset Management (Hong Kong) Limited and HSBC Global Asset Management (UK) Limited are exempt from the
requirement to hold an Australian financial services license under the Corporations Act in respect of the financial services they provide.
HSBC Global Asset Management (Hong Kong) Limited is regulated by the Securities and Futures Commission of Hong Kong under the
Hong Kong laws, which differ from Australian laws. HSBC Global Asset Management (UK) Limited is regulated by the Financial
Conduct Authority of the United Kingdom and, for the avoidance of doubt, includes the Financial Services Authority of the United
Kingdom as it was previously known before 1 April 2013, under the laws of the United Kingdom, which differ from Australian laws;
In Bermuda, this document is issued by HSBC Global Asset Management (Bermuda) Limited, of 37 Front Street, Hamilton, Bermuda
which is licensed to conduct investment business by the Bermuda Monetary Authority;
In France, Belgium, Netherlands, Luxembourg, Portugal, Greece, Finland, Norway, Denmark and Sweden this document is issued by
HSBC Global Asset Management (France), a Portfolio Management Company authorised by the French regulatory authority AMF (no.
GP99026);
In Germany, this document is issued by HSBC Global Asset Management (Deutschland) GmbH which is regulated by BaFin (German
clients) respective by the Austrian Financial Market Supervision FMA (Austrian clients);
In Hong Kong, this document is issued by HSBC Global Asset Management (Hong Kong) Limited, which is regulated by the Securities
and Futures Commission. This content has not been reviewed by the Securities and Futures Commission;
In India, this document is issued by HSBC Asset Management (India) Pvt Ltd. which is regulated by the Securities and Exchange Board
of India;
In Italy and Spain, this document is issued by HSBC Global Asset Management (France), a Portfolio Management Company authorised
by the French regulatory authority AMF (no. GP99026) and through the Italian and Spanish branches of HSBC Global Asset
Management (France), regulated respectively by Banca d'ltalia and Commissione Nazionale per le Societa e la Borsa (Consob) in ltaly,
and the Comisién Nacional del Mercado de Valores (CNMV) in Spain;
In Japan, this document is issued by HSBC Asset Management (Japan) Ltd (JRN 3010001124868), regulated by the Financial Services
Agengy;
In Malta, this document is issued by HSBC Global Asset Management (Malta) Limited which is regulated and licensed to conduct
Investment Services by the Malta Financial Services Authority under the Investment Services Act;
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In Mexico, this document is issued by HSBC Global Asset Management (Mexico), SA de CV, Sociedad Operadora de Fondos de
Inversién, Grupo Financiero HSBC which is regulated by Comisién Nacional Bancaria y de Valores;

In the United Arab Emirates, this document is issued by HSBC Investment Funds (Luxembourg) S.A. — Dubai Branch (Level 20, HSBC
Tower, PO Box 66, Downtown Dubai, United Arab Emirates) regulated by the Capital Market Authority (CMA) in the UAE to conduct
investment fund management, portfolios management, fund administration activities (CMA Category 2 license No0.20200000336) and
promotion activities (CMA Category 5 license N0.20200000327).

In the United Arab Emirates, this document is issued by HSBC Global Asset Management MENA, a unit within HSBC Bank Middle
East Limited, U.A.E Branch, PO Box 66 Dubai, UAE, regulated by the Central Bank of the U.A.E. and the Capital Market Authority in
the UAE under CMA license number 602004 for the purpose of this promotion and lead regulated by the Dubai Financial Services
Authority. HSBC Bank Middle East Limited is a member of the HSBC Group and HSBC Global Asset Management MENA are
marketing the relevant product only in a sub-distributing capacity on a principal-to-principal basis. HSBC Global Asset Management
MENA may not be licensed under the laws of the recipient’s country of residence and therefore may not be subject to supervision of
the local regulator in the recipient’s country of residence. One of more of the products and services of the manufacturer may not have
been approved by or registered with the local regulator and the assets may be booked outside of the recipient’s country of residence.

In Singapore, this document is issued by HSBC Global Asset Management (Singapore) Limited, which is regulated by the Monetary
Authority of Singapore. The content in the document/video has not been reviewed by the Monetary Authority of Singapore;

In Switzerland, this document is issued by HSBC Global Asset Management (Switzerland) AG. This document is intended for
professional investor use only. For opting in and opting out according to FinSA, please refer to our website; if you wish to change your
client categorization, please inform us. HSBC Global Asset Management (Switzerland) AG having its registered office at Gartenstrasse
26, PO Box, CH-8002 Zurich has a licence as an asset manager of collective investment schemes and as a representative of foreign
collective investment schemes. Disputes regarding legal claims between the Client and HSBC Global Asset Management (Switzerland)
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In Taiwan, this document is issued by HSBC Global Asset Management (Taiwan) Limited which is regulated by the Financial
Supervisory Commission R.O.C. (Taiwan);

In Turkiye, this document is issued by HSBC Asset Management A.S. Turkiye (AMTU) which is regulated by Capital Markets Board of
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investment decision only by relying on the information given herein may not give rise to results that fit your expectations.
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