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The U.S. trade strategy toward the BRICS countries has generated significant uncertainty, particularly with respect
to India. Despite previously cordial relations with the Trump administration, India has faced elevated tariffs and
criticism for its purchases of Russian oil. These actions have fostered distrust and may prompt a reevaluation of
India’s geopolitical alignments. The Trump administration’s hardline approach has reinforced cohesion among
BRICS nations. It is therefore strategically significant that Indian Prime Minister Modi is undertaking his first visit to
China in seven years. Strengthening ties between India and China could complicate U.S. efforts to manage China’s

regional and global ambitions, potentially altering the balance of influence in the Indo-Pacific and beyond.

Michael Waing Hansen, Senior Strategist

Trump is going tough on India

The White House trade policy directed toward the so-
called BRIC countries has made headlines and caused
puzzlement. While President Trump has been relatively
patient with Russia and its warfare in Ukraine and
relatively restrained with tariffs aimed at China after
China resolutely retaliated against Trump’s Liberation
Day tariffs with tariffs in kind, Brazil’s President Lula
and South Africa’s President Ramaphosa have felt the
rough edge. Brazil has felt Trump’s tariffs because of
the country’s legal case against former President
Bolsonaro, while South Africa has been the target of
Trump’s anger and unsubstantiated accusations of
executions of white South African farmers. However,
what has really surprised is Trump’s treatment of India.

India’s Prime Minister Modi, who had already
developed a friendship with Trump during Trump’s first
term, was the first foreign head of state to visit Trump
after his inauguration in the White House on January
20, 2025. The meeting took place in a friendly tone as
expected and included agreements on increased sales
of US military equipment, including F-35 fighter jets,
and increased Indian imports of American oil and gas.
However, on April 2, the tone changed when Trump
announced a surprisingly high reciprocal tariff of 25%
on goods imported from India. What is more, India has
since been singled out as a scapegoat for the country’s
purchase of Russian oil, with an additional tariff of 25%
taking effect on August 27. This despite the fact that
China imports more Russian oil than India does.

Chart 1: India and China imports of Russian crude oil,
USD bn
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Tariffs are unfair

From the Indian side, the message is clear. The tariffs
are considered unfair, and they also point out that the
country’s purchase of Russian oil was initially - when
the global oil market was “tight” at the start of 2025
and oil prices were high - met with the tacit acceptance
of the Trump administration. Had India at that time
refrained from buying Russian oil, prices could have
risen, which would have been directly contrary to the
wishes of the White House. Moreover, what has really
frustrated the Indian government and created mistrust
toward the Trump administration is Trump’s overtly
friendly overtures toward Pakistan, including his
hosting of Pakistan’s army chief, Asim Munir, in June.

For India, this may mark the beginning of a seismic shift
in its geopolitical alignments. Just three months ago, a
survey done by Pew Research Center revealed that
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India was among the few nations where the United
States still enjoyed positive favorability, and one of
only five where a majority expressed confidence in
President Trump. Those times are now over.

Chart 2: The perception of Donald Trump
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Source: Pew Research Center, spring 2025.

Why differentiate

Back to oil related tariffs, we believe that the reason
for the U.S. differential treatment of India and China is
twofold. On the one hand, the threat of oil-related
tariffs directed at India—and the possibility that India
might turn to alternative oil suppliers—can be used as
leverage against Russia in the negotiations for peace in
Ukraine. On the other hand, Chinese exports to the US
are substantial, and higher tariffs on Chinese goods
could therefore backfire as they are passed through to
US consumers. Also, China has already demonstrated
its willingness to retaliate immediately with tariffs in
kind and to halt the export of rare earth elements to
the United States.

Chart 3: US-China trade
US-China trade, USD millions
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Much is at stake

The United States and the West have much at stake.
The big question is whether India and Prime Minister
Modi see the current conflict as a breach of friendship
and an end to many years of efforts to forge closer ties
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between India and the West including a shared vision
for the Indo-Pacific region—and therefore an incentive
for India to seek or strengthen other partnerships.

For now, Prime Minister Modi has vowed to take the
necessary steps to protect India’s national interests,
including promising not to compromise the welfare of
Indian farmers and fishermen. In fact, Modi has
declared that he is willing to “pay a high price”
personally, but this is a balancing act since the U.S. is
India’s single most important export market,
accounting for 20% of India’s total exports.

Chart 4: US-India trade

US-India trade, USD millions
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Bilateral relations are vulnerable

Without a resolution to the trade conflict, India’s GDP
growth will inevitably be affected. The U.S. tariffs
impact roughly 55% of India’s total exports to the
United States, and if American importers shift to
alternative suppliers in Vietnam and Bangladesh—both
of which face lower tariffs than India—it will hurt.
Some estimates suggest that GDP growth could be
reduced by 0.5 percentage points.

A potential meeting with President Trump, when Prime
Minister Modi is scheduled to attend the United
Nations General Assembly in New York on September
23, could become a turning point—one that might ease
trade tensions and restore relations between India and
the U.S. Without a resolution, bilateral relations will
suffer—perhaps permanently—and China would in
that case gain a strategic advantage at the expense of
the United States.

Trump, BRICS, and the SCO

President Trump has made no secret of the fact that he
considers BRICS to be an unfriendly organization.
However, through the U.S.’s discriminatory treatment
of India and China, along with general American
sanctions and trade tariffs, Trump has effectively given
the BRICS countries a new argument for closing ranks
and increasing trade among themselves (the first
incentive came when the U.S. and the EU froze Russia’s
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currency reserves in the wake of its invasion of India has not, in the same way as China, managed to
Ukraine). raise its GDP per capita, but there are clear signs that

the coming years will lead to a gradual convergence in

We do not believe it is a coincidence that Indian Prime terms of economic scale. Since 2020, the Indian
Minister Modi will attend the Shanghai Cooperation economy has, in fact, begun to grow faster than the
Organization (SCO)! summit in Tianjin, taking place at Chinese economy.
the end of August. For Modi, this marks his first visit to
China in seven years, and beyond sending a signal to Chart 7: GDP growth comparison

the United States, it is also a sign that relations
between the two populous nuclear powers and
economic heavyweights have improved significantly ——China India
since the deadly border clashes in 2020, when relations
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2000s, when China first joined the World Trade

Organization (in 2001) and subsequently benefited In addition, India benefits from a more favorable and
from the Western world’s industrial outsourcing. productive demographic composition, which in the

long term we believe should support the Indian
economy relative to China’s, where an aging and less
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! The SCO was founded in 2001 and today includes China, India, Pakistan, Iran, Russia, Kazakhstan, Kyrgyzstan,
Tajikistan, Uzbekistan, and Belarus—countries that can hardly be described as “best of friends” of the United
States. In addition, there is a list of dialogue partners and observers, including Egypt, Turkey, the UAE, and
Saudi Arabia. In many cases, these are the same countries that appear on the BRICS membership list or have
expressed interest in joining BRICS.
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Chart 9: Population by age and sex, China

China population by age and sex: 2025
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India’s trade deficit a present challenge

At present, India’s biggest challenge is likely the
country’s trade deficit—both globally and with China—
a problem that will only worsen if its exports to the
U.S. continue to face American tariffs.

Regarding trade with China, the Indian embassy in
China has expressed concern that although bilateral
trade has grown exponentially, it has also resulted in
India’s largest trade deficit with a single country,
amounting to USD 99.2 billion in 2024.

Over the past five years, India’s primary exports to
China have consisted of iron ore, light naphtha, p-
xylene, shrimp, and castor oil. However, this has been
far outpaced by a rising volume of imports from China,
including machinery, electronics, personal computers,
monolithic integrated circuits, parts of
telephonic/telegraphic equipment, lithium-ion
batteries, and fertilizers.

The growth in bilateral investments has lagged far
behind the growth in trade. While both India and China
have targets for attracting investments from the rest of
the world, China’s direct investments in India between
2015 and 2023 amounted to a total of USD 3.2 billion,
including a modest USD 60.3 million in 2023. By
comparison, India’s direct investments in China from
April 2000 to March 2025 amounted to a modest USD
2.5 billion, equivalent to an average of USD 100 million
per year.

As mentioned above, these are issues that Prime
Minister Modi is expected to address during his
upcoming visit to China.
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U.S. Foreign and Trade Policy: Potential implications
U.S. foreign and trade policy appears highly interlinked,
with President Trump employing tariffs as a “multi-
purpose instrument” for a wide range of objectives,
from judicial interventions (e.g., Brazil) to facilitating
peace negotiations (e.g., Ukraine-Russia, India-
Pakistan, Thailand-Cambodia). Last but not least, the
Trump administration views tariffs as a means to
generate revenue and to protect as well as create
American jobs.

The current U.S. approach toward India carries
significant financial and strategic risks. While the
Trump administration has unequivocally affirmed the
non-negotiable status of the dollar as the global
reserve currency, the potential for financial repression
remains a looming concern. Policies that push India
closer to China and the Shanghai Cooperation
Organization (SCO) risk incentivizing these countries to
seek alternatives to the dollar and coordinate on
shaping a parallel global order, including enhanced
regional trade and military cooperation.

From a U.S. strategic perspective, managing China’s
ambitions in the South China Sea (including Taiwan)
and beyond would be substantially easier if India
maintains a position of relative neutrality while
remaining favorably disposed toward the West. The
coming weeks will be critical. Will India’s Premier
minister Modi turn his back on the US and will U.S.
administration recognize the strategic importance of
India in this context.

India and China in Benchmarks

From a global investment perspective, India and China
are hard to ignore. In JP Morgan’s local currency debt
index, the GBI EM Global Diversified, India and China
each account for 10%, whereas their country weights in
JP Morgan’s sovereign dollar debt index, the EMBI
Global Diversified, are more modest at 0.78% and
3.49%, respectively. In JP Morgan’s corporate dollar
debt index, the CEMBI Broad Diversified, India has an
index weight of 3.99%, while China’s weight is 6.30%.

Turning to equities, India’s and China’s weights in the
MSCI All Country World Index are approximately 1.75%
and 2.55%, respectively, while their weights in the
MSCI Emerging Markets Index are approximately
16.40% and 24.30%, respectively.
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Current portfolio allocation

In Global Evolution’s local currency debt strategies, we
are underweight in India (with a weight of
approximately 5% through supranational bonds) and
have zero exposure to China. Since these two countries
together account for 20% of the benchmark, this
represents a significant deviation from the benchmark.
However, this reflects our view that there are more
attractive investment opportunities within the broader
investment universe when weighing the geopolitical
and trade-related risks against the effective yields and
currency potential of these two countries.

In our sovereign hard currency debt strategies, we are
overweight in India (1.5% weight vs. a benchmark of
0.78%), while China remains at zero weight. Broadly
speaking, this is a question of valuation, as China’s
external dollar debt is trading at yields below those of
U.S. Treasuries.

Finally, in our corporate dollar debt strategies, we are
underweight in both India (2.2% weight vs. 4%
benchmark) and China (2.3% weight vs. 8%
benchmark).
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Table 1: Benchmarks and indices — definition and performance

Definition
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J.P. Morgan GBI-EM GD

J.P. Morgan EMBI GD

J.P. Morgan CEMBI BD

MSCI AWCI

MSCI EM

is the J.P. Morgan Government Bond Index for Emerging Markets
Global Diversified (J.P. Morgan GBI EM GD): The index is
comprehensive global local emerging markets index, and consists of
regularly traded, liquid fixed-rate, domestic currency government
bonds to which international investors can gain exposure.

is the J.P. Morgan EMBI Global Diversified Index (EMBI GD): The
index is a market capitalization-weighted total return index of hard
currency (USD, EUR, GBP) denominated Brady bonds, loans,
Eurobonds and local market debt instruments traded in emerging
markets.

Is the J.P. Morgan Corporate Emerging Market Bond Index Broad
Diversified, which track USD denominated debt issued by emerging
market corporations. CEMBI BD is a granular asset class with 1.331
bonds of 609 different issuers from 52 different countries.

is Morgan Stanly Capital International (MSCI) index for all country
world. The index is a free float-adjusted market capitalization
weighted index designed to measure the combined equity market
performance of developed and emerging market countries.

is Morgan Stanly Capital International (MSCI) index for emerging
markets. The index is used to measure equity market performance in
global emerging markets. The index captures large and mid-
representation across 24 EM countries and covers approx. 85% of the
free float-adjusted capitalization in each country.

-2.38

6.54

7.63

17.49

12.70

11.09

9.08

22.20

-11.69
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