pwe

What’s New

Tax Insights

25 July 2025

India-UK FTA — A strategic partnership for trade, investment and growth

T

India and the United Kingdom (UK) have signed a historical and trade bolstering deal titled
‘Comprehensive Economic and Trade Agreement’ (CETA or agreement) that aims to boost bilateral
trade and investments, create jobs and enhance cooperation between the countries. The agreement,
signed’ on 24 July 2025, is a strategic move to strengthen India’s global trade positioning and it taps
into newer opportunities. It will further require approval from the UK Parliament for its overall
effectuation.

This free-trade agreement marks a significant milestone in India’s engagement within same sized
economies and reflects a shared commitment to strengthening economic integration. As the world’s
fourth and sixth largest economies respectively, the bilateral engagement between India and the UK
holds far-reaching trade implications. The signing of the India-UK CETA follows the successful
conclusion of negotiations that lasted over three years and was recently announced on 6 May 2025.
The bilateral trade between the two countries stands at nearly USD56bn, with a joint goal to double
this figure by 2030.

S

The key highlights of the CETA are enumerated below.
Economic impact
« The agreement aims to double bilateral trade (goods and services both) to USD112bn by 2030.

« The CETA is expected to boost trade volumes significantly in the coming years, creating jobs and
expanding exports.

« The focus on labour-intensive sectors and tariff-free access for Indian exports aligns with and
advances the ‘Make in India’ initiative.

Goods trade and market access

« India’s exports to the UK will enjoy unprecedented duty-free access for 99% of tariff lines,
covering nearly the entire trade basket.

« This includes significant opportunities for labour-intensive industries crucial for India’s ‘Make in

1 PIB Press Release dated 24 July 2025; to refer to the text of the agreement, click here. Refer to the Annexure for the
schedule of concession for some frequently traded products.
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https://www.pib.gov.in/PressReleseDetail.aspx?PRID=2147805
https://www.commerce.gov.in/international-trade/trade-agreements/india-united-kingdom-comprehensive-economic-and-trade-agreement/

India’ initiative, such as textiles, leather, footwear, gems and jewellery, marine products and toys.

India will remove or reduce tariffs on 90% of the tariff lines, covering 92% of its goods imported
from the UK.

Services trade and liberalisation

The agreement includes ambitious commitments in the services sector, a key driver of India’s
economy.

India will gain greater market access in sectors such as IT and IT-enabled services, financial and
legal services, professional and educational services, and digital trade.

Streamlined pathways for Indian professionals, including contractual service suppliers, business
visitors, intra-corporate transferees and independent professionals (such as yoga instructors,
chefs and musicians) will enable smoother talent flow and cross-border collaboration.

Indian professionals will benefit from simplified visa procedures and liberalised entry categories,
making it easier for talent to work in the UK.

Unique insights about the CETA

For the first time, India has allowed duty cuts for UK-origin alcohol (whisky, brandy, rum, etc.),
alongside slashing of import duties on automobiles. The agreement also includes a dedicated
chapter on trade and gender equality, unlike India’s previous trade agreements.

The agreement text does not explicitly mention the Carbon Border Adjustment Mechanism, which
is anticipated to start impacting India’s exports to the UK from January 2027.

Side letter on the Double Contribution Convention (DCC): A significant achievement is the DCC,
which will exempt Indian workers and their employers from social security contributions in the
UK for up to three years. This will significantly improve take-home pay for Indian workers and
reduce costs for Indian companies, enhancing the cost-competitiveness of Indian talent.

Inclusive growth and other provisions

The CETA is designed to serve as a catalyst for inclusive growth, benefiting farmers, artisans,
workers, Micro Small and Medium Enterprises (MSMEs), startups and innovators.

It aims to empower artisans, women-led enterprises and MSMEs by generating large-scale
employment and providing them access to global value chains.

The agreement includes provisions that encourage innovation, promote sustainable practices and
reduce non-tariff barriers.

In essence, the CETA represents a comprehensive and ambitious framework that goes beyond
traditional trade agreements, fostering a deeper, more resilient economic relationship and unlocking
significant opportunities across various sectors. Additionally, this agreement has the potential to
serve as a blueprint for India’s future engagements with developed markets. Businesses engaged in
cross-border trade, manufacturing or services with the UK should evaluate how to align themselves
with the new tariff schedules, origin rules and regulatory cooperation mechanisms under the CETA to
remain at the forefront.
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Annexure

Changes in duty rates for some frequently traded products between India and the UK

1. Exports from India

Sl. Chapter/ HSN Product description Preferential duty rate
No. applied
1. Chapter 27 Mineral fuels and oils 0%
2, Chapter 29 Organic chemicals 0%
3. Chapter 30 Pharmaceutical products 0%
4. Chapter 61 Articles of apparels, knitted | 0%
or crocheted
5. Chapter 62 Articles of apparels, not 0%
knitted or crocheted
6. Chapter 64 Footwear 0%
7. Chapter 71 Gems and jewellery 0%
8. Chapter 72 Iron and steel 0%
9. Chapter 73 Articles of iron and steel 0%
10. Chapter 76 Aluminium and articles 0%
11. Chapter 84 Machinery and mechanical 0%
appliances
12. Chapter 85 Electrical machinery and 0%
equipment and parts thereof
2. Imports into India
Sl. Chapter/ HSN | Product Base rate BCD after signing
No. description FTA
1. 47079000 Paper waste and 11% Tariff elimination in
scrap 10 years
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Sl. Chapter/ HSN | Product Base rate BCD after signing
No. description FTA
2. 71102100 Palladium 11% Tariff elimination in
10 years
3. 71069220 Silver, including 10.75% Tariff elimination in
silver plated with 10 years
gold or platinum
4. 72044900 Waste and scrap of | 2.75% 0%
iron or steel
5. 74040012 Copper waste and 2.75% Tariff elimination in
scrap five years
6. 74040022 Copper waste and 2.75% Tariff elimination in
scrap ten years
7. 76020010 Aluminium waste 2.75% Excluded from the
and scrap benefits
8. 84111200 Turbo jets 8.25% Tariff elimination in
seven years
0. 84818090 Pipe appliances 8.25% Tariff elimination in

ten years
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