
 

 

As of January 2026, India's trade landscape is defined by a delicate balancing act: navigating a 

protectionist surge from the United States while aggressively expanding its footprint through new 

free trade agreements (FTAs) with the rest of the world.   

 

1. The India–U.S. Relationship: "Friction Amid Growth" 

The U.S. remains India’s largest trading partner, but the relationship is currently undergoing a period 

of intense negotiation and structural tension.   

Current Position (2026) 

- Active Trade Deal Negotiations: India and the U.S. are reportedly "very near" to finalizing a 

bilateral trade agreement (BTA). Talks have focused on doubling bilateral trade from 

approximately $191 billion to $500 billion by 2030.   

- The "Silent" Tariff War: In late 2025, India quietly imposed a 30% tariff on U.S. pulse imports 

(yellow peas, lentils, etc.), largely seen as a retaliatory "silent" response to broader U.S. trade 

measures.   

- Energy and Tech Ties: To offset trade surplus concerns, India has signed long-term contracts 

to import massive amounts of LPG and crude oil from the U.S. Gulf Coast, representing 

roughly 10% of India’s annual LPG needs.   

 

The Positives & Negatives 

Feature  Positive Outlook  Negative Challenge  

Tariffs  Indian has shown resilience; exports to 

the U.S rose despite higher tariffs  

Trump-era 50% tariffs on certain goods 

threaten- long term competitiveness 

Strategy  Moving toward a “win -win” deal to 

integrate into U.S supply chains  

India faces pressure to roll back Russian oil 

purchase to avoid U.S penalties  

Investment Strong FII inflows are expected if a 

formal trade deal is signed 2026 

Continued volatility in U.S bond yields leads 

to capital outflows  

 

Deepening the focus on Technology and Agriculture reveals the core of India’ current trade strategy: 

protecting the "backbone" (farmers) while aggressively building the "future" (high-tech). 

➢ Technology: The Strategic Bridge: In 2026, technology is no longer just a trade sector; it is 

the "glue" holding the India–U.S. strategic relationship together. 

- From iCET to TRUST: The previous Initiative on Critical and Emerging Technology (iCET) has 

been upgraded to the TRUST Framework (Transforming the Relationship Utilizing Strategic 

Technology). This shift moves the focus from mere dialogue to actual joint execution in: 

- Semiconductors: Joint ventures for "fab" construction in India are now moving from the 

planning stage to active building. 



 

 

- AI Infrastructure: A new "AI Roadmap" is facilitating U.S. investment in Indian hyperscale 

data centers. 

- Space & Defense: The GE-HAL jet engine co-production is the flagship for "Make in India" 

integration into U.S. defense supply chains. 

- The Positive: India is being treated as a "trusted geography," allowing it to access frontier 

R&D that was previously restricted. 

- The Negative: The U.S. has introduced a bill in early 2026 that could impose up to 500% 

tariffs on technology goods from countries that continue to buy Russian oil, putting India’s 

strategic autonomy under severe pressure. 

 

2. Agriculture: The "Red Line" 

While tech brings the two nations together, agriculture remains the primary source of friction. 

- The "Dal" Dispute: India recently imposed a 30% tariff on U.S. pulses (yellow peas and lentils) 

to protect domestic farmer incomes after a bumper harvest. This has become a major 

political flashpoint, with U.S. lawmakers from states like North Dakota and Montana urging 

President Trump to prioritize pulse market access in trade talks. 

- Marine & Seafood Shock: The U.S. is India’s largest market for frozen shrimp, but new 

antidumping and countervailing duties have pushed total tariffs on Indian seafood to over 

50%. This has led to factory shutdowns in coastal India. 

- The Positive: There is growing cooperation in Agri-Tech. India is looking to import U.S. cold-

chain technology and climate-resilient seeds to combat erratic monsoon patterns. 

- The Negative: India refuses to open its Dairy and Poultry sectors, citing the livelihoods of 80 

million small-scale dairy farmers. This remains a "non-negotiable" red line for New Delhi. 

 

3. Comparative Trade Landscape (2026) 

Sector  Primary U.S Demand  India’s Defense/ Counter- measure  

Technology  Data Sovereignity and AI ethics 

alignment  

Using the trust framework to gain 

semiconductor ‘fabs’ 

Agriculture  Market access for dairy and pulses  Retaliatory 30% tariffs on U.S crops, high 

MSPs  

Manufacturing  Shift away from china (china+1) PLI schemes and new FTAs with the UK and 

EU  

 

Looking Forward, In the near-term, expect a "sectoral" trade deal rather than a grand bargain. India 

may offer concessions on U.S. pecans or apples in exchange for lower tariffs on Indian steel or 

textiles. In the long-term, India’s success depends on whether it can use the U.S. "TRUST" framework 

to become a global chip-making hub while successfully navigating the "Green Tariffs" being 

introduced by the EU. 



 

 

 

In 2026, the intersection of trade policy and the stock market is where the "real world" impact of 

these negotiations becomes visible. The IT and Pharma sectors are currently moving in opposite 

directions due to their differing levels of exposure to U.S. policy changes. 

➢ IT Services: Navigating the "Outsourcing Tax" 

The IT sector, which contributes roughly $280 billion to India's economy, is currently in a "wait-and-

watch" mode. While fundamentals remain strong, policy threats are creating a valuation ceiling. 

- The Negative (The "Outsourcing Tax" Fear): In early 2026, discussions in Washington around 

a potential 25% outsourcing tax and increased H-1B visa fees (up to $100,000 per new visa) 

have spooked investors. This has led to a derating of top-tier stocks like TCS, Infosys, and 

Wipro as markets factor in higher operating costs. 

- The Positive (AI & GCCs): Counter-intuitively, the "Global Capability Centre" (GCC) model is 

booming. Since GCCs are captive units of U.S. firms in India, they are less vulnerable to 

outsourcing taxes. Companies specializing in AI and Cybersecurity R&D are seeing premium 

valuations. 

- Market Impact: The Nifty IT index has seen high volatility. Investors are rotating money out of 

"traditional maintenance" firms and into "Product & Platform" companies that are more 

deeply integrated into the U.S. tech ecosystem. 

 

➢ Pharmaceuticals: The "Safe Haven" 

Unlike IT, the Pharma sector has emerged as a strategic winner in 2026 because the U.S. literally 

cannot afford to tax it. 

- The Tariff Exemption: Recognizing that India provides nearly 40% of U.S. generic drugs, 

Washington has largely exempted Pharma from the blanket 50% tariffs applied to other 

goods. This "Trusted Supplier" status has made Pharma a defensive favorite for Indian 

investors. 

- The Positive (Biosimilars): Major players like Sun Pharma, Dr. Reddy’s, and Biocon are shifting 

from simple generics to complex Biosimilars. This move into high-value medicine makes 

them even more indispensable to the U.S. healthcare system, further insulating them from 

trade wars. 

- The Negative (Pricing Pressure): While tariffs are low, the U.S. "Inflation Reduction Act" (IRA) 

has started to squeeze drug prices. This means that while volume is safe, profit margins on 

older generic drugs are thinning. 

 

➢ Broader Market Impact & Sectoral Rotation 

The current trade friction (especially the 50% U.S. tariff on general goods) has caused a significant 

shift in the Indian Equity Market: 

 

Feature  U.S (the volatile giant) United Kingdom (The New 

Frontier) 

Oman (The Strategic 

Hub) 



 

 

Trade 

status  

High friction, no formal FTA CETA signed (May 2025); 

99% duty-free. 

CEPA signed (Dec 2025); 

100% duty-free. 

Export 

growth 

Sharp decline:gems/jewelry fell 

44%in 2025 due to tariffs  

Double-Digit Growth: 

Bilateral trade hit £47.2B 

in 2025 (up 15%). 

Steady Rise: Trade up to 

$10.6B; agri-exports 

grew 11%. 

Key 

advantage  

High value tech and pharma 

market  

Professional mobility 

(IT/Health) & no social 

security double-tax. 

Duty-free access for 

engineering & textiles; 

energy security. 

 

 

 

4. The "Rupee" Factor 

Trade tensions and FII (Foreign Institutional Investor) outflows have put pressure on the Rupee, 

which is hovering near record lows against the Dollar. While a weak Rupee usually helps exporters, 

the high cost of imported raw materials (especially for Tech and Chemicals) is neutralizing that 

benefit. 

 

Summary for Investors 

The Indian market in 2026 is rewarding "Strategic Resilience." Companies that have diversified their 

manufacturing to the EU or Middle East are outperforming those 100% dependent on the U.S. 

market. 

In early 2026, the shift in India’s trade focus from the U.S. toward the UK and EU is triggering a 

"Great Migration Re-route" for Indian professionals. While the U.S. market is becoming a "fortress" 

with high visa barriers and outsourcing taxes, Europe and the UK are rolling out the red carpet to 

address their own labor shortages. 

➢ The UK Opportunity: Beyond the "H-1B Trap" 

The India-UK CETA (2025) has fundamentally changed the career path for Indian engineers. 

- Social Security Savings: A new "Double Contribution Convention" means Indian professionals 

on 3-year assignments in the UK no longer pay the 13.8% National Insurance (social security). 

This directly increases the take-home pay of Indian engineers by thousands of pounds 

annually. 

- Detached Workers: For the first time, nearly 75,000 "detached workers" (employees of 

Indian firms without a UK office) can now legally provide services in the UK. This is a massive 

win for Indian mid-cap IT firms that were previously locked out of the British market. 

- The "1,800 Club": Specific quotas have been set for non-tech professionals—chefs, yoga 

instructors, and classical musicians—creating a regulated "niche" labor market. 

 



 

 

➢ The EU: The "Blue Card" Era 

With the India-EU Summit scheduled for January 27, 2026, a "historic mobility framework" is the 

centerpiece. 

- The Engineering Gap: Germany, the Netherlands, and Ireland are facing a combined shortfall 

of over 400,000 skilled workers in green energy and robotics. The EU is fast-tracking the "EU 

Blue Card" for Indians, with processing times dropping to as low as 4–6 weeks. 

- Healthcare Migration: Italy alone has announced plans to hire 10,000 Indian nurses in 2026. 

Unlike the U.S., where healthcare licensing is fragmented by state, the new EU framework 

aims for Mutual Recognition of Qualifications (MRQs), allowing an Indian-trained nurse or 

architect to work across the 27-member bloc more easily. 

 

➢ Comparison of Career Landscapes (2026) 

Feature U.S. Market UK & EU Market 
 

Visa ease  High Friction: $100k visa fees; H-1B 

lottery uncertainty. 

High Mobility: Fast-track Blue Cards; CETA-

guaranteed entry for 3 years. 

 

Financial Tax Heavy: High social security costs 

for temporary workers. 

Tax Efficient: Exemptions from local social 

security (UK) and higher net pay. 
 

 

Primary 

demand  

 

Maintenance IT & established 

Pharma. 
 

Al, Robotics, Green Energy, and Senior Nursing. 
 

Long term 

goal  

Green Card backlog (10+ years).  

Clearer pathways to Permanent Residency (3-5 

years in EU). 

 

 

➢ Oman and the Gulf: The "Flexibility" Model 

The India-Oman CEPA (Dec 2025) has introduced a radical change in hiring: 

- 100% Indian Workforce: Indian companies investing in Oman can now hire up to 100% Indian 

nationals for their projects, bypassing rigid local "Omanization" quotas for skilled roles. 

- Contractual Security: Contractual service suppliers now get a guaranteed 2-year stay (up 

from 90 days), making it a stable "middle ground" for Indian engineers who want 

international exposure without the long-distance move to Europe. 

- The New "Job Market" Reality: For the Indian professional in 2026, the "American Dream" is 

being replaced by the "Continental Career." Engineers are increasingly choosing Munich, 

London, or Dublin over Silicon Valley, citing better work-life balance, faster residency permits, 

and a more welcoming trade environment. 


