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After more than three years and 14 rounds of negotiations, the

United Kingdom (UK) and India have officially announced a landmark

Free Trade Agreement (FTA). UK Prime Minister Keir Starmer is

expected to formally sign the deal during a visit to India later this

year. The agreement marks the most significant and economically

impactful bilateral trade deal the UK has concluded since its ;
departure from the European Union, with far-reaching implications 1
for both businesses and workers.

The timing is crucial: India is one of the fastest-growing major l
economies in the world, while the UK continues to diversify and

expand its global trade network post-Brexit. Bilateral trade between

the two nations has already grown from USD 24.1bn in 2015 to

approximately USD 57bn in 2024. With the new agreement in place,

trade is projected to double to USD 120bn by 2030. According to UK

government estimates, the FTA could contribute an additional GBP

25.5 bnin annual trade between the UK and India by 2040, reflecting

the long-term economic potential of this partnership.

The UK-India Free Trade Agreement marks a defining moment in India’s rise as a global
economic powerhouse. By securing duty-free access for 99% of Indian exports to the UK, as
per initial announcements, this deal unlocks immense opportunities for Indian businesses.
The agreement strengthens India's export competitiveness and global supply chain
integration. The FTA also significantly boosts export opportunities for British businesses
across a wide range of sectors. Beyond goods, it opens new frontiers in services, technology,

and investment, supporting India's innovation-led growth story. This is more than a trade

YOGESH SHARMA deal. It's a strategic partnership that reflects India’s growing influence on the world stage.

Deputy Managing Partner
BDO India

While we await the finer details, addressing some circulated myths since the announcement
of the UK-India free trade deal is essential. There's been some concern that the economic
benefits will be minimal. In reality, this is the largest trade deal the UK has signed with a
single trading partner since leaving the EU. It's projected to boost the UK economy by GBP
4.8bn (USD 6.4bn), increase wages by GBP 2.2bn (~USD 3bn), and increase bilateral trade by
GBP 25.5bn (USD 34bn)—far from marginal.

More significantly, this deal gives UK businesses a first-mover advantage in a vast and
rapidly growing market, which is set to become a key trade and investment partner in the

ARBINDER CHATWAL years ahead.
Head of India Advisory Services Also, while much of the commentary has focused on tariff reductions benefiting India, it's
BDO in the UK important to recognise that India will be cutting tariffs on GBP 400mn worth of UK goods

immediately upon the deal's implementation. This includes reducing tariffs on whisky and
gin, and a major opportunity for the automotive sector, with high-end car tariffs dropping
from over 100% to 10% under a quota system.
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EVOLUTION OF UK-INDIA TRADE

India and the United Kingdom (UK) share a long-standing economic partnership rooted in deep historical, cultural, and strategic
ties. Over the years, this relationship has evolved from modest post-colonial trade links to a robust and diversified economic
engagement spanning collaboration across sectors such as goods, services, investment, and technology. As India emerges as one of
the world's fastest-growing economies and the UK recalibrates its global trade strategy post-Brexit, both countries have shown
renewed interest in forging a deeper, more structured economic partnership.

Key milestones that have shaped the UK-India trade and economic relationship over the past three decades, culminating in the

signing of the Free Trade Agreement in 2025:

India’s Establishment of UK Prime Minister
Economic the Joint Economic David Cameron
Liberalisation & Trade Committee leads major trade
begins (JETCO) delegation to India

Launch of the Enhanced Trade

Partnership to promote FTA*
bilateral trade and set the discussions
stage for FTA negotiations concluded

Joint Declaration on Bilateral trade Prime Minister Narendra Formal FTA
Strategic Partnership surpasses Modi visits the UK to negotiations
between India and the UK ~USD 20bn further strengthen ties begin

Recently (May 2025) concluded FTA discussions aim to eliminate tariffs on a vast majority of goods traded between the two nations,

enhance market access, and foster economic growth.
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SNAPSHOT OF THE

I. Tariff Reductions:

The tariff cuts announced under the FTA are estimated to be
worth ~USD 530mn which is expected to reach ~USD 1.2bn by
2035

» Indian Exports to the UK:
The UK has agreed to eliminate tariffs on 99% of Indian
exports covering ~100% of trade value, benefiting
sectors such as textiles, footwear, gems & jewellery,
marine products, automotive components among others

» UK Exports to India:
India will reduce tariffs on 90% of UK goods covering
~92% of existing goods imports. Key products to benefit
include beverages particularly whisky & gin; medical
devices; cosmetics; and other products such as soft drinks
and lamb

*yet to be officially signed

1. Social Security Agreement:

A Double Contribution Convention (DCC) has been
established, granting Indian professionals temporarily posted
in the UK and their employers an exemption from paying
national insurance contributions in both countries for up to
three years

lll. Temporary Mobility:

The UK has committed to allow entry for Indian business
visitors, service suppliers, and independent professionals
across 50+ sectors including IT, R&D, music and food

IV. Notable Withdrawals:

India has dropped its demand for post-study work visas for
students while the UK has withdrawn its proposal to open
India's legal market to UK law firms
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MACROECONOMIC SECTOR SPOTLIGHT :
TRADE IMPLICATIONS POTENTIAL WINNERS

» UK-India bilateral trade has grown from USD 24.1bn in INDIA

2015 to ~USD 57bn in 2024, driven by goods like -

pharmaceuticals, textiles, and machinery. Services and Textile IT Services

investment flows, particularly in IT, finance, and

automotive, also strengthened ties. The FTA is expected Organic Chemicals Marine Products

to double this figure to USD 120bn by 2030 (CAGR of

~13.2%) Sports Goods & Toys Engineering Goods & Auto Parts
» The FTA is projected to increase the UK's GDP by Gems & Jewellery Leather & Footwear

USD 6.4bn each year along with an annual increase in

wages by ~USD 3.0bn > As 99% of Indian exports to the UK will face zero duties,

. ) o it unlocks significant export potential for labour-intensive
» For India, the FTA is expected to support significant

employment generation, particularly in labour-intensive
sectors such as textiles, leather, and footwear, aligning
with its national goals of boosting manufacturing and job

sectors such as textiles, marine products, leather,
footwear, toys, and gems & jewellery, along with
high-value sectors like engineering goods, auto parts, and

. organic chemicals
creation

» Trade in Services will see a significant uplift, with
enhanced market access for IT/ITeS, financial,
professional, business, and educational services

wmoom  TOTALTRADE: USD 23bn " o

Non-ferrous Metal Ores & Mechanical Power
MISELS Scrap Generators
4GP
vzls“ i UK

USD 2.70bn USD 1.15bn USD 627mn
(11.9% of total trade) (5.1% of total trade)  (2.8% of total trade)

Whisky & Gin Cosmetics

Medical Devices Automotive

Lamb Salmon
TOTAL TRADE: USD 34bn

UNITED KINDOM

Advanced Machinery Chocolates & Biscuits
Refined Oil Clothing Telecom & Sound

Equipment » The FTA significantly boosts export opportunities for
British businesses across a wide range of sectors

USD 1.7bn USD 1.16bn USD 907mn
(5.2% of total trade) (3.4% of total trade)  (2.7% of total trade)

» Significantly, the agreement provides for a phased
reduction in tariffs on whisky and gin cutting duties from
the current 150% to 75% in the initial phase, with a
further reduction to 40% by the tenth year. Automotive

Given the strong historical, cultural, and commercial ties, tariffs, currently exceeding 100%, will fall to 10% under a

the FTA is expected to boost overall trade and investment, quota system

with select sectors growing ahead of the curve due to

comparative advantages (which will now play out to a

greater extent due to the removal of tariff barriers).

The UK-India FTA marks a new era in bilateral trade, setting a
high standard for fair, forward-looking, and comprehensive
trade agreements on the global stage.
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BDO India offers Assurance, Tax, Advisory, Technology Products & Solutions, Digital Transformation, and Managed Services &
Outsourcing to domestic and international clients across industries. Bringing together expertise, innovatively driven and delivered
through technology, we empower businesses in navigating their unique challenges with transformative solutions. The team in India
comprises over 11,000* professionals dedicated to providing impactful, client-centric solutions, led by more than 350 partners and
directors operating out of 20 offices across 14 key cities.

*Includes employees from BDO RISE and BDO EDGE

www.bdo.in

ABOUT BDO UK

BDO UK provides tax, audit and assurance, advisory and business outsourcing services to companies across all sectors. Operating
out of 18 locations across the UK, we cover all of the major business centres while offering local expertise to local firms. The
team comprises approximately 8,000 people who are encouraged to be themselves, bringing personality and authenticity to the
organisation’s professional environment. Being a member of the BDO global organisation enables us to advise businesses which
are trading and expanding internationally.

www.bdo.co.uk

ABOUT BDO UK-INDIA CORRIDOR

BDO's UK-INDIA corridor offers deep expertise through a 200+ member team, offering impactful, results-oriented solutions and
services to clients, built on a strong cultural and regulatory understanding.

As a Tier-One firm recognised by the Financial Reporting Council, the UK regulator, BDO offers agile solutions to clients through a
scalable operating model and seamless cross-country integration. This enables effective collaboration, making BDO a trusted
partner for companies navigating the UK-India business landscape.
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For any other queries or feedback, kindly write to us at marketing@bdo.in
Ahmedabad Bengaluru | Bhopal | Chandigarh | Chennai | Coimbatore | Delhi | Goa | Hyderabad | Kochi | Kolkata | Mumbai | Pune | Vadodara

This publication has been carefully prepared, but it has been written in general terms and should be seen as containing broad statements only. This publication should not be used or relied upon to cover specific situations and you
should not act, or refrain from acting, upon the information contained in this publication without obtaining specific professional advice. Please contact BDO India LLP to discuss these matters in the context of your particular
circumstances. BDO India LLP, its partners, employees and agents do not accept or assume any responsibility or duty of care in respect of any use of or reliance on this publication and will deny any liability for any loss arising from any
action taken or not taken or decision made by anyone in reliance on this publication or any part of it. Any use of this publication or reliance on it for any purpose or in any context is therefore at your own risk, without any right of

recourse against BDO India LLP or any of its partners, employees or agents.

BDO India LLP, a limited liability partnership, is a member of BDO International Limited, a UK company limited by guarantee, and forms part of the international BDO network of independent member firms.
BDO is the brand name for the BDO network and for each of the BDO Member Firms.
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