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Background  
On 2 April 2025, which the US administration is referring to as ‘Liberation Day', the US 
government announced reciprocal tariffs through the Executive Order dated 2 April 2025, 
targeting almost all trading partners. This move marks a significant shift in US trade policy, 
reinforcing US President Donald Trump's commitment to prioritizing domestic industry and 
rebalancing global trade dynamics. 

 

Effective tariffs on imports from all countries including 
India  
 The US imposed additional tariffs on imports from all countries including India effective from 5 

April 2025, at a baseline tariff rate of 10%. This rate will be increased to the rate mentioned in 
the Annexure I of the Executive Order dated 2 April 2025, for the respective countries, and will 
come into effect from 9 April 2025. For India, the applicable rate is 27%. 

 Earlier also, the US had imposed a 25% tariff on non-US auto and non-US specified auto parts 
such as engines, transmissions, powertrain parts, and electrical components as per Executive 
Order dated 26 March 2025, with effect from 3 April 2025. 

 Also, a tariff of 25% has been levied on all Steel and Aluminium imports in the US from all 
countries including India with effect from 12 March 2025. 

 The imports from India will bear an additional 27% tariff over and above the current tariff levied 
by the US, while it is 34% for imports from China and 46% duty on imports from Vietnam as per 
the Executive Order of 2 April 2025. On imports from Mexico and Canada, the US levies 25% duty 
rate. India has a competitive advantage of 7% and 19% compared to China and Vietnam, 
respectively. However, most of the products imported from Canada and Mexico into the US are 
exempt under United States-Mexico-Canada Agreement (USMCA), which puts Mexico and Canada 
in an advantageous position compared to India.  

 Generally, the ad valorem rates of duty set forth in this order shall apply only to the non-US 
content of a subject article, provided at least 20% of the value of the subject article is US 
originating. 

Key announcements: US tariffs 
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Key sectors excluded from reciprocal tariffs 
 The US has exempted certain sectors from reciprocal duties, taking into account the critical needs from 

various countries for these materials. These exemptions ensure that specific essential resources remain 
unaffected by additional tariffs. The excluded sectors consist of products such as essential minerals, 
metals, pharmaceuticals, specified chemicals, and semiconductors. A detailed list of the relevant chapters 
can be found in Annexure-II of the Executive Order dated 2 April 2025.  

Chapter Chapter description 

27 Mineral fuels, mineral oils and products of their distillation; bituminous substances; 
mineral ... 

28 Inorganic chemicals; organic or inorganic compounds of precious metals, of rare-earth 
metals, ... 

29 Organic chemicals 

30 Pharmaceutical products 

44 Wood and articles of wood; wood charcoal 

74 Copper and articles thereof 

85 Semiconductor devices and its parts 

 
Impact on key sectors on goods exported from India to 
the US   
1. Pharma sector: 

 
1 Data has been taken from DGFT Website for FY 23-24; web link https://www.dgft.gov.in/CP/ 

2 The baseline tariff of 10% will be levied from 5 April 2025, however, the increased rate for each country will come into 
effect from 9 April 2025. In the table above, we have mentioned the tariff rate applicable from 9 April 2025 

 

ITC HS India's export 
to US (US$)1 

Tariff before 
9 April 20252 

Tariff from 
9 April 2025 

Remarks 

Chapter 
30 

US$8.73 billion 0% 0%  There has been no major impact 
for the Indian pharma sector as 
the sector has been given 
exemption under the Executive 
Order Annexure II released on 2 
April 2025. 

 Most of the products under 
Chapter 30 are covered under 
Annexure II of the Executive 
Order. 

https://www.dgft.gov.in/CP/
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2. Auto sector: 

ITC HS India's 
export to 
US (US$)  

Tariff 
before 9 
April 
2025  

Tariff 
from 9 
April 
2025 

Remarks 

Passenger 
Cars and Light 
Trucks (8702, 
8703, 8704) 

US$51 
million 

2.50% 25%  India's exports to the US are 
negligible, hence this sector is not in 
focus from the tariff perspective as of 
now. 

Auto Parts 
(8407, 8408, 
8409, 8708) 

US$2.1 
billion 

2.50% 25%  There has been a levy of 25% tariff on 
auto parts, which includes engines, 
transmissions, powertrain parts, and 
electrical components. This is 
expected to increase costs for Indian 
auto parts exporters. 

 The 25% duty has been imposed on all 
countries, and there has been no duty 
arbitrage for India compared to Asian 
countries like China. As a result, this 
sector may face challenges in 
exporting goods. 

 Therefore, the Indian government 
should seek a concessional rate when 
entering into a Bilateral Trade 
Agreement (BTA) with the US. 

3. Textiles sector: 

ITC HS India's export 
to US (US$)  

Tariff 
before 9 
April 2025  

Tariff from 
9 April 
2025 

Remarks 

Textile 
(Chapter 
50 to 
63) 

US$9.5 billion 6% to 9% 33% to 36%  Although tariffs have been 
increased by 27%, raising 
challenges and costs for the Indian 
textile sector, India still has an 
advantage as countries like China, 
Vietnam, and Bangladesh face 
even higher tariffs than India. 
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4. Telecom sector: 

ITC HS India's export 
to US (US$)  

Tariff 
before 9 
April 2025  

Tariff from 
9 April 
2025 

Remarks 

Telecom 
(8517) 

US$6 billion 0% 27%  The telecom sector faces high 
tariffs but remains competitive 
compared to China and Vietnam, 
who face higher tariffs. 

 Solutions include Mission 500 
and concluding the BTA deal by 
year-end. The government can 
also extend PLI benefits beyond 
2026. 

5.  Gems and Jewellery sector: 

ITC HS India's 
export to 
US (US$)  

Tariff 
before 9 
April 2025  

Tariff from 
9 April 2025 

Remarks 

Gems and 
Jewellery 
(7102, 7113) 

US$9.2 
billion 

5.5% to 
13.5% 

32.5% to 
40.5% 

 Although tariffs have been 
increased, raising challenges and 
costs for the Gems and Jewellery 
sector, India still has an 
advantage as countries like 
China face even higher tariffs 
than India. 

 Due to USMCA, Canada and 
Mexico get a competitive 
advantage over India. 

6. Oil and Gas sector: 

ITC HS India's 
export to 
US (US$)  

Tariff 
before 9 
April 2025  

Tariff from 9 
April 2025 

Remarks 

Oil and Gas 
(Chapter 27) 

US$5.8 
billion 

5.20% 5.20%  Most of Chapter 27 is 
excluded in Annexure II 
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7. Agriculture and Food Products sector: 

Conclusion 
 In a nutshell, on most of the products exported from India to the US, now there is additional duty 

of 27% from 9 April 2025. Steel and Aluminium products will have an additional duty of 25%. 
Notably, tariffs on India are significantly lower than those imposed on China and Vietnam, by 7% 
and 19%, respectively. This difference presents a substantial opportunity for India's 
manufacturing industry, particularly in Telecommunications and Textiles, to expand its presence 
in the US market. Even with the tariffs, Indian products retain a competitive advantage over 
Chinese and Vietnamese goods due to the higher tariffs levied on those nations. 

 Some sectors have been excluded by the US, such as essential minerals, metals, 
pharmaceuticals, specified chemicals, and semiconductors. India's pharmaceutical sector is 
expected to remain insulated from reciprocal tariff increases, as it has been exempted. This is a 
big relief for the pharma industry. 

 Furthermore, while US-bound exports account for 18% of India's total exports, the impact of 
reciprocal tariffs is anticipated to be mitigated by potential supply chain shifts, creating new 
export opportunities for India in other countries including, the Middle East, Africa, Asia and Latin 
America. 

 India has signed a trade agreement with European Free Trade Association (EFTA), which includes 
Iceland, Liechtenstein, Norway, and Switzerland. India is also accelerating discussions with the 
EU. Similarly, talks with the UK are also progressing, with both the FTAs expected to conclude by 
the end of this year. This will also open markets for India and help in reducing the challenges (if 
any) coming from the US. 

 In light of Mission 500 (increasing US-India trade to US$500 billion by 2030), India should 
conclude a multi-sector BTA with the US at the earliest so that the impact of current additional 
duties levied by the Executive Order of 2 April 2025 can be mitigated. 

ITC HS India's export 
to US (US$)  

Tariff before 
9 April 2025  

Tariff from 9 
April 2025 

Remarks 

Agriculture 
(Chapter 1 
to 21) 

US$5.5 
billion 

4% to 5% 31% to 32%  The agriculture sector is 
facing significantly high 
tariffs, creating challenges for 
growth and competitiveness.  

 While India remains more 
competitive compared to 
some of its counterparts, 
Canada, Mexico and Latin 
American countries have both 
a higher market share and 
lower tariffs. To support this 
sector, the Indian government 
should try to conclude the US-
India BTA at the earliest as 
agriculture is a crucial sector 
for the Indian economy. 

 Due to USMCA, Canada and 
Mexico get a competitive 
advantage over India. 



6                                                                       #EYonUSTariffs 
 

 Our offices 
Mumbai 
14th Floor, The Ruby 
29 Senapati Bapat Marg 
Dadar (W), Mumbai - 400 028 
Tel: + 91 22 6192 0000 
5th Floor, Block B-2 
Nirlon Knowledge Park 
Off. Western Express Highway 
Goregaon (E) 
Mumbai - 400 063 
Tel: + 91 22 6192 0000 
3rd Floor, Unit No.301Building 
No.1, Mindspace-GigaplexIT Park, 
MIDC, Plot No. IT-5 
Airoli Knowledge Park 
Airoli West,  
Navi Mumbai - 400 708 
Tel:   + 91 22 6192 0003 
Altimus, 18th Floor  
Pandurang Budhkar Marg  
Worli, Mumbai - 400 018  
Tel:  +91 22 6192 0503 
 
Pune 
C-401, 4th Floor  
Panchshil Tech Park, Yerwada  
(Near Don Bosco School) 
Pune - 411 006 
Tel:  + 91 20 4912 6000 
10th Floor, Smartworks 
M-Agile, Pan Card Club Road  
Baner, Pune - 411 045  
Tel:  + 91 20 4912 6800 

Ahmedabad 
22nd Floor, B Wing, Privilon 
Ambli BRT Road, Behind Iskcon Temple  
Off SG Highway 
Ahmedabad - 380 059 
Tel: + 91 79 6608 3800 
8th Floor, Building No. 14A 
Block 14, Zone 1 
Brigade International Financial Centre 
GIFT City SEZ 
Gandhinagar - 382355, Gujarat 
Tel +91 79 6608 3800 
  
Bengaluru 
12th & 13th Floor 
“UB City”, Canberra Block 
No.24 Vittal Mallya Road 
Bengaluru - 560 001 
Tel: + 91 80 6727 5000  
  
Ground & 1st Floor 
# 11, ‘A’ wing 
Divyasree Chambers 
Langford Town 
Bengaluru - 560 025 
Tel: + 91 80 6727 5000 
3rd & 4th Floor 
MARKSQUARE 
#61, St. Mark’s Road 
Shantala Nagar 
Bengaluru - 560 001 
Tel: + 91 80 6727 5000 
1st & 8th Floor, Tower A 
Prestige Shantiniketan  
Mahadevapura Post   
Whitefield, Bengaluru - 560 048 
Tel: + 91 80 6727 5000 
 
Bhubaneswar 
8th Floor, O-Hub, Tower A 
Chandaka SEZ, Bhubaneswar 
Odisha – 751024 
Tel: + 91 674 274 4490 
 
Chandigarh 
Elante offices, Unit No. B-613 & 614  
6th Floor, Plot No- 178-178A 
Industrial & Business Park, Phase-I 
Chandigarh - 160 002 
Tel: + 91 172 6717800 
 
Chennai 
6th & 7th Floor, A Block,  
Tidel Park, No.4, Rajiv Gandhi Salai  
Taramani, Chennai - 600 113 
Tel: + 91 44 6654 8100 

Delhi NCR 
Aikyam 
Ground Floor  
67, Institutional Area  
Sector 44, Gurugram - 122 003 
Haryana 
Tel: + 91 124 443 4000 
3rd & 6th Floor, Worldmark-1 
IGI Airport Hospitality District 
Aerocity, New Delhi - 110 037 
Tel:  +  91 11 4731 8000  
4th & 5th Floor, Plot No 2B  
Tower 2, Sector 126  
Gautam Budh Nagar, U.P. 
Noida - 201 304  
Tel: + 91 120 671 7000 
 
Hyderabad 
THE SKYVIEW 10  
18th Floor, “SOUTH LOBBY” 
Survey No 83/1, Raidurgam 
Hyderabad - 500 032 
Tel: + 91 40 6736 2000 
 
Jaipur 
9th floor, Jewel of India 
Horizon Tower, JLN Marg 
Opp Jaipur Stock Exchange 
Jaipur, Rajasthan – 302018 
 
Kochi 
9th Floor, ABAD Nucleus 
NH-49, Maradu PO 
Kochi - 682 304 
Tel: + 91 484 433 4000  
 
Kolkata 
22 Camac Street 
3rd Floor, Block ‘C’ 
Kolkata - 700 016 
Tel: +91 33 6615 3400 
6th floor, Sector V,  
Building Omega, Bengal Intelligent 
Park, Salt Lake Electronics Complex, 
Bidhan Nagar 
Kolkata - 700 091  
Tel:  +91 33 6615 3400  



7                                                                       #EYonUSTariffs 
 

 

Ernst & Young LLP 

EY | Building a better working world 
EY is building a better working world by creating new value for 
clients, people, society and the planet, while building trust in 
capital markets. 

Enabled by data, AI and advanced technology, EY teams help 
clients shape the future with confidence and develop answers 
for the most pressing issues of today and tomorrow.  

EY teams work across a full spectrum of services in assurance, 
consulting, tax, strategy and transactions. Fueled by sector 
insights, a globally connected, multi-disciplinary network and 
diverse ecosystem partners, EY teams can provide services in 
more than 150 countries and territories. 

All in to shape the future with confidence.  

EY refers to the global organization, and may refer to one or 
more, of the member firms of Ernst & Young Global Limited, 
each of which is a separate legal entity. Ernst & Young Global 
Limited, a UK company limited by guarantee, does not provide 
services to clients. Information about how EY collects and uses 
personal data and a description of the rights individuals have 
under data protection legislation are available via 
ey.com/privacy. EYG member firms do not practice law where 
prohibited by local laws. For more information about our 
organization, please visit ey.com. 

Ernst & Young LLP is one of the Indian client serving member firms of EYGM Limited. 
For more information about our organization, please visit www.ey.com/en_in.  

Ernst & Young LLP is a Limited Liability Partnership, registered under the Limited 
Liability Partnership Act, 2008 in India, having its registered office at Ground Floor, 
Plot No. 67, Institutional Area, Sector - 44, Gurugram - 122 003, Haryana, India. 

©2025 Ernst & Young LLP. Published in India.  
All Rights Reserved. 

This publication contains information in summary form and is therefore intended for 
general guidance only. It is not intended to be a substitute for detailed research or 
the exercise of professional judgment. Neither EYGM Limited nor any other member 
of the global Ernst & Young organization can accept any responsibility for loss 
occasioned to any person acting or refraining from action as a result of any material 
in this publication. On any specific matter, reference should be made to the 
appropriate advisor. 

JJ 


