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In Brazil, COP30 and the moment of truth

30th United Nations Climate Change

Conference (COP30), World leaders
convened here in the days leading up to the COP
o that we can all commit to acting with the
urgency that the climate crisis demands.

I we fadl to move beyond speeches into real
action, our soceties will lase faith not only in the
COPs but also in mudilateralism and international
politics more broadly. That is why I have
summoned leaders to the Amazon: to make this
the COP of Truth; the moment we demonstrate
the seriousness of our shared commitment to the
planet

Humanity bas shown its ability to overcome
great challenges when it acts together and guided
by science. We protected the ozone layer. The
global response 1o the COVID-19 pandemic
proved that the world can act decisively when
there & courage and political will.

oday, in the Brazillian Amazon, the
T Belém Summit opens ahead of the

Back to Brazil

Brazil hosted the Earth Summit in 1992, We
approved the Conventions on Climate Change,
Biological Diversity and Combating
Desertification, and adopted princples that
defined a new paradigm for preserving oar planet
and our bumanity. Over the past 33 vears, these
Eatherings have produced important agreements
and targets lor reducing greenhouse gas
emissions - from ending deforestation by 2030 10
tripling renewable energy use.

More than three decades later, the world has
returned to Brazil to confront climate change. It Is
no colncidence that COP30 takes place in the
heart of the Amazon rainforest, This is an
opportunity for politicians, diplomats, scientists,
activists and joursalists 10 witness the reality of
the Amazon.

We want the workd to see the true state of the
torests, the planet’s langest river basin, and the
millions of people who live in the region. COPs
cannot be mere showcases of good ideas or
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annual gatherings for negotiatars, They must be
maments of contact with reality and of effective
action to tackle climate change

To confront this crisis together, we need
resources. Anc we must recognise that the
principle of commaon but differentiated
resporsibilities remains the non-negotiable
foundation of aty climate pact.

That is why the Global South demands greater
access 10 resources — not out of charity, but
Justice, Rich countries have benefited the most
from the carbon-based ecopomy. They must now
rise to their responsibilities, not only by making
commitments but also by honouring their debts,

Brazil is doing its part, In just two years, we
have already halved deforestation in the Amazon,
showing that concrete climate action is possible.

A move to preserve forests, other measures
in Belém, we will bunch an innovative initiative
to preserve forests: the Tropical Forests Forever
Facility (TFFF). It is innovative because it
operates as an investment fund, not a donation
mechanism,

The TFFF will reward those who keep their
forests stunding and those who imvest in the fund;
A genuine win-win appeoach to tackling climate
change. Leading by example, Brazil has
announced a $1 billion investment in the TFFF,
and we expect equally ambitious announcements
from other countries.

We also set an example by becoming the
second country w present a new Nationally
Determined Contribution (NDC), Brazil has
committed to reducing its emissions by 59% to
67%, covering all greenhouse gases and all sectors
of the economy,

In this spirit, we call on all countries to present
exqually ambitious NDCs and to implement them
effectively.

The eneryy transition & fundamental o
meeting Brazil's NDC. Our energy matrix is
wmong the cleanest in the world, with 88% of our
electricity coming from renewable sources, We

lead in bofuels and are advancing in wind, solar
and green hydrogen energy.

Redirecting revenues from oil production to
finance a just, orderly and equitable energy
transition will be essential. Over time, odl
companies workiwide, including Brazil's
Petrobras, will ransform into energy companies,
because 4 growth maoded based on fossil fuels
cannot fast.

People must be at the centre of political
decislons about climate and the energy
transition, We must recognise that the most
vulnerable sectors of our society are the most
affectex! by the kopacts of climate change, which
is why just transition and adapeation plans must
abm to combat inequality.

We cannot forget that two billion people Lick
access o cean technologies and fuels for
cooking, and 673 mélion still live with hunger. In
response, we will launch in Belém, a ‘Declaration
on Hunger, Poverty and Climate”. Our
commitment to Aght global warming must be
directly linked to the fight against hunger.

The need for a climate change council

It 15 abso fundamental that we advance the reform
of ghobal governance, Today, multilateralism
suffers from the paralysis of the United Nations
Security Council. Created to preserve peace, it
has failed 1o prevent wars, 1t is our duty,
therefore, to fight for the reform of this
Institution.

AL COP30, we will advocate the creation of a
UN Climate Change Council linked to the General
Assembly. It would be a new governance
structure with the force and the legitimacy 1o
ensure that countries defiver on their promises,
and an effective step toward reversing the curment
paralysis of the multilateral system.

At every Climate Conference, we bear many
promises but see too few real commitments. The
era of declarations of good Imentbons has ended:
the time for acthon plans has arcived. That is why,
toxday, we begin the COP of Truth.

The Belém Summit (COP30) has opened in the Brazilian Amazon, with global leaders gathered to
reaffirm commitments toward climate action under the UNFCCC framework.

Brazilian President Luiz Inacio Lula da Silva calls this the “COP of Truth”, stressing that it must move
beyond speeches to decisive, equitable, and science-driven climate action.

COP30 aims to restore global trust in multilateral environmental agreements, especially after years
of slow progress on emission reduction and adaptation funding.

Background: Brazil and Global Climate Diplomacy
e Brazil hosted the 1992 Earth Summit (Rio Summit) — where key conventions on:

o Climate Change (UNFCCC),

o Biodiversity (CBD), and

o Combating Desertification (UNCCD)

were established.
e Since then, the world has held multiple COPs but has struggled to meet its own targets.
e Hosting COP30 (2025) in Belém, located in the Amazon rainforest, holds symbolic and strategic
importance:

o Itshowcases the Amazon’s global ecological significance.

o It brings global attention to the climate-biodiversity-justice nexus.
Lula: “This must be the COP of Truth — to demonstrate the seriousness of our shared commitment to
the planet.”

Key Themes of COP30

Theme Objective



Theme Objective

Move beyond declarations to concrete commitments and measurable

Action over Rhetoric .
action.

. . Rich countries must honour climate finance pledges and historical

Equity & Justice e
responsibilities.

Focus on halting deforestation in the Amazon and supporting tropical

forest conservation globally.

Reforming Global Push for restructuring the UN Security Council and multilateral climate
Governance institutions.

Forest Preservation

Shift from fossil fuels to renewable energy while protecting workers and

ust Energy Transition .
J gy vulnerable communities.

Brazil’'s New Climate Initiatives

Tropical Forests Forever Facility (TFFF)

¢ Anew forest preservation fund to be launched at Belém.

e Unlike traditional climate finance, it will function as an investment mechanism, not a donation
platform.

e Aims to reward countries and communities that keep their forests intact, creating a win-win
model for conservation and growth.

e Brazil has pledged $1 billion and invited other nations to contribute.

Nationally Determined Contributions (NDCs)

e Brazil is the second country to submit a new NDC post-Paris Agreement.

¢ Commitment: Reduce emissions by 59-67% by 2030.

e Brazil has already halved deforestation in two years, showing measurable progress.

Broader Goals of COP30
1. Reinforce Climate Finance Mechanisms:
o Global South nations demand greater access to funds for mitigation and adaptation.
o Climate action should be based on justice, not charity.
o Developed nations must honour the principle of Common but Differentiated
Responsibilities (CBDR).
2. Energy Transition:
o Brazil to diversify beyond oil through investments in biofuels, solar, wind, and
hydrogen.
o Petrobras (state oil company) will transform into a green energy leader.
o COP30 to emphasize redirecting fossil fuel revenues toward renewable development.
3. Food Security & Social Justice:
o A“Declaration on Hunger, Poverty, and Climate” will be launched.
o Recognises that climate and poverty crises are interconnected — climate justice must
include social justice.
4. Institutional Reform:
o Lula called for reforming the UN Security Council, arguing it has failed to prevent
climate and security crises.
o Advocates for a new Global Climate Council linked to the UN General Assembly, to ensure
accountability and progress.

Key Quotes

“This must be the COP of Truth — the moment we show our seriousness.”

“Climate summits must not be mere annual rituals; they must produce effective action.”
“The Global South needs access to resources — not as charity, but as justice.”

— Luiz Indcio Lula da Silva, President of Brazil

Significance of COP30 for the Global South



Reinforces South-South solidarity in global climate governance.

Shifts focus to adaptation, loss and damage, and climate-resilient development.
Highlights Amazon conservation as a global climate priority.

Marks a leadership resurgence of Brazil in global environmental diplomacy.

The GIST (Exam-Ready Points)

Event: COP30 (2025) - Belem, Amazon, Brazil.

Host: Brazil under President Luiz Inacio Lula da Silva.

Key Initiative: Tropical Forests Forever Facility (TFFF).

Brazil’s Target: Cut emissions 59-67% by 2030; halve deforestation.

Themes: Climate Justice, Equity, Forest Conservation, Multilateral Reform.

Global South Agenda: Reform finance systems, ensure fair energy transition, and strengthen
governance.
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UPSC Mains Practice Question:

“The COP30 in Belém represents a decisive moment for global climate justice and multilateral reform.
Critically evaluate the role of Brazil in shaping the Global South’s climate agenda.”

(250 words - GS Paper 3: Environment & International Relations)




Challenges facing the upcoming income survey

The upeomang Househokd Income Survey promises to provide a detatied stapshot of Indls households

thelr incomes, expenses. and changing dvusmics. Yet.

collecting acourage Incone gt resmaines a challenge due o the sensstive nature of the questions, which mam: respondents miay fnd intrasive or diffsoule o ansaey

POONOMIC NOTES

Yignesh Radhakrishoan

e upcoming Howsehold
Toconne Servey, 2000, which iy
Roing w be the firs of & land,

could offer the clenrest plinace
yet of India’s households, revealing bow
they are coping, changing, and moving
tosvands che fueure. Howeses, the
challenge with such an exencie lies m the
semsdtive nature of guestions bout
ndividoal lncome, which s
respondents may e colurtant ko s
Whilie the survey design bs valuable from a
policymakin’s perspeczive, fr
wvspandents, sl questions can foel
Intrusive and, in many cses, dithcok
answer accunsely from memaory

On past surveys
Indam pobicymakers lack acnonable
informetion shout household income
Wil surveys like the Merdodic Labour
Furow Survey sttetnpls 8o captine
warmiogs, it views seages and salacies
through the s of Sbwour market
dynamics, and fadls shor of ofering
durtailnd bnsskghits ioeo hinssehold
characreristics. The Household
Consumprion Expendiure Suevey (HCES)
eedles on spending pattesns wo infer
Bousehokd income. Whike this survey &
coosidered more relble, using
oomsumpticn dati i a proxy Sor moome
Srovodves x deap that may not abways hold
W In praceice, Theen there i the RENS
Coesaimer Confidimoe Survey which
trachs hom incurme heveds rise or (all over
e aenong urtan and nural consunens
Bt insehier, these survey ook have
wither caprured Beoad prends in income
clumgrs, relied on peusies 1o gaze them,
of examined ingume throwgs specifc
analytcal lesses

The upcoming Household bicome
Survey, howvver, alns (o collect moce
dirta 10 uridherstam income itsedl and mx
Interplay with other household
Chuncienstics. The sew survwy jbers
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This survey, for the very first come,
collects detalled Infonmason oo regular
salaries, fochuding alkmwances suh
overtime: pay, performance tused
bomases, stock opoons, ke
socashumrity, And s ranoe paymwnts
Foe castial worhurs, the surwey will recoed
the mumber of duys wocked, average dally
wiges carnid, and even 1ips recetvad. In
thar case of selfemploned nspondents, &
will gather devatls on the type of crops
sild, the quantity, and the value of those
sales. For those engagad in
nonsgricubiurad work, the sevey will
note deeam e sector of busiwss amd the
o value of receipts earned

By combming such mlomsstion, the
wurvey Will meakn i vasker o underseand

T M

chass dyrsmmcs scrs different tyges of
employment and whether cortuim jobs are
concentrated within spocific soclal
roups. 5 ey aba shod lght on what
share of a bousehold's total Income goes
torwand boan peparyments - an imporcant
metrhc i an econamy deiven by
EMEbesed spending, particukirly among
wbam howseholds, When & comes so
agriculture, the Setatled questions maks
this survey an excellent disect sool 10 e
chaims Iike "doubling farmers” income*,
il s vbatiad et schenis

Expenses recorded

Whille seasuring Income & loopoctan,
codnider g spending paetns I8 equally
essential. Therefore, this survey repeats
some questions trom the HCES. Foo
tance, the survey asks facmers to
Tepoet i costs foc each tem, inchaling
seeds, lbour, and transport, For those
engged i sell-employment in other
mecturs, it seeks detaik om raw metertal
Conts, reiital paymmeses, sead repuain and

massterance expenses. By gathering both
oost and moome data from the same
Bousthukls, the svey enesbdin accarse
messurvment of profil mangins
Adulivionally, It coeasures peccion
peryanents, Lumily support (rassfon such
s alimaony of child support, and
remitances. More lmporsunty, kor the
firss tame, the survey collecss data on
funds recedved throogh Seiespectic
schemes such as the Kakaigmar Magafir
Lirdmal Thissen m Tamil Nadu, along with
several Unice governiment schemes.

Testing troubles
B Auagint this year, the progosed sy
was pikoc cested by raedomly swlecring
Dousehobds aceoos Indi 1 snawet &5
Quistione. This vaevise genesined wome
concerning leedback. Close to 5% of the
respondents coasidered the ladocmation
o e sentive and felt uncombortatle
dischosing Income from different sources
A magorky of them refused 10 answer
questiuns sboul moome Goes paid, Mo
respandents thas are khehy to feel
cathous whett anvweriog these quastions.
The survey eam s swser of thes challengye
and is addeessing # by increasing geblic
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aned planoing cutreach actoss varioes
meda. They alko alm o deploy Seld statt
Gamiflar wich local kinguages oo budd
frust. The sesting team ofwerved that
respandents in rocal aness soughs fewer
chmficorions, whereas those in afffoent
Fusehodds askind for more. Due so this
besstartions, uniasslly, the grvernment s
cotwidering intrndocing a
sl onmpilanion systom vuchabindy for
et arxl goted commaunition. Unider
s syseen, sespondents would nocelve &
writnen resquest explilning the surwy's
chijectives sl the impoetance of
providing accurae income data.
Moreover, Guaing beld visits, many
bouseholds overstated their expenses ur
misunciersood thetr Income levels,
Rrspondents also found it Sficulf w0
revall detaiks abous their limancial assets
and were often uraweace of the interes
wariied from seeviogs of o] deposin
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The Household Income Survey (HIS), 2026, will be India’s first comprehensive effort to collect
nationwide income data directly from households — detailing earnings, expenses, savings, and

social dynamics.

It promises to give policymakers a clearer picture of how Indian families earn, spend, and adapt to
changing economic realities.

However, this major data exercise faces a critical challenge — the sensitive and intrusive nature of

income questions, which may make respondents hesitant or inaccurate in their answers.

Purpose of the Household Income Survey (HIS-2026)
e Designed to capture how Indian households earn, spend, and save.

e Provides data for poverty estimation, inequality analysis, and policy design in welfare, taxation,

and employment.

e For the first time, HIS will collect detailed data on income, expenditure, and social categories
under one survey — offering a holistic picture of household well-being.

“This could be the most detailed economic snapshot of Indian households yet.” — The Hindu Economic

Notes

Previous Data Sources and Their Gaps

Survey Type

Conducted

By

Periodic Labour Force

Survey (PLFS)

NSO

Focus Area

Employment &
wages

Limitations

Captures earnings but not full
household income.



Conducted

Survey Type By Focus Area Limitations

Household Consumption . Uses expenditure as a proxy for
. Consumption . )

Expenditure Survey NSO Atterns income — less direct and

(HCES) p sometimes misleading.

RBI Consumer RBI Urban consumer Limited to perceptions, not

Confidence Survey sentiment actual data.

Thus, HIS-2026 seeks to fill the gap by directly measuring income and its distribution across urban,
rural, agricultural, and non-agricultural sectors.

Key Features of the 2026 Survey
e Comprehensive Income Details:
o Captures salaries, overtime pay, performance-based bonuses, stock options, pensions, and
remittances.
o Includes income from farming, property ownership, small businesses, and government
transfers (e.g. PM-KISAN, MGNREGA).
e Expense Measurement:
o Costand income data from the same household will allow accurate estimates of profit
margins.
e Assets and Liabilities:
o Data on savings, loans, EMI burdens, and household wealth.
e Social & Demographic Data:
o Religion, caste, occupation type, and gender participation in workforce.

Pilot Survey Feedback (August 2025)
The HIS model was pilot-tested by randomly selecting households across India. Results revealed
serious concerns:
¢ 95% respondents found income-related questions too sensitive or intrusive.
¢ Many refused to answer questions on:
o Income from multiple sources,
o Taxes paid,
o Unreported or informal earnings.
e Some rural households required extra clarification, while urban respondents hesitated to
disclose income due to privacy.
e The survey team concluded that public trust and data privacy awareness must be strengthened.

Challenges in Implementation
Challenge Impact

Sensitive nature of income
Respondents may underreport or conceal data.

questions

Informal economy Large cash-based earnings hard to trace or recall accurately.

Memory recall bias People forget small or irregular earnings.

Cultural hesitation Discussing money or income seen as taboo in many regions.
. Respondents unwilling to answer lengthy, repetitive

Survey fatigue p & gy, rep

questions.

Additionally, social desirability bias — people overstating income to appear prosperous or
understating it to qualify for welfare — could distort findings.

Government’s Response to the Challenges

e Public Awareness Drives: To improve cooperation by explaining survey purpose and
confidentiality safeguards.

e Training Enumerators: Local-language field staff to build trust.



¢ Use of Technology: Tablets and secure digital entry to reduce manual errors.

e Cross-verification: Income data to be cross-checked with HCES expenditure data.

¢ Repetition of Core Questions: Some key income questions to be revisited later in the survey to
ensure accuracy.

Innovative suggestion: introducing “self-completion sections” where respondents confidentially enter

their income — similar to OECD practices — especially for urban middle-class and high-income

groups.

Significance for Policymakers

Enables accurate inequality measurement beyond consumption data.

Helps calibrate welfare schemes like PM-KISAN, PMAY, and social pensions.

Provides regional and class-specific insights into India’s evolving economy.

Can inform taxation reforms, urban-rural income gap analysis, and labour productivity
studies.

Reliable income data = Evidence-based policymaking.

The GIST (Exam-Ready Points)

e Survey Name: Household Income Survey (HIS-2026).

Conducted By: National Statistical Office (NSO).

Purpose: Collect direct income data (first of its kind in India).

Covers: Salaries, self-employment, pensions, remittances, farm & non-farm income.

Pilot Findings: 95% respondents felt uncomfortable; many refused tax-related questions.
Challenge: Sensitive nature of questions; underreporting risk.

e Importance: Key to designing welfare schemes, tracking inequality, and improving data accuracy.
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UPSC Mains Practice Question:

“The upcoming Household Income Survey, 2026 can redefine India’s approach to measuring inequality and
designing welfare. Discuss the challenges in collecting accurate income data and suggest institutional
solutions.”

(250 words - GS Paper 3: Economy, Data Governance)




‘Highest’ FPI sell-off sign

als

waning confidence in India

Unless corporate performance improves significantly, foreign investors won find India attractive
for investments, say experts; tepid corporate profitability has more to do than just stock returns

Ashokamithran T.

oreign investors
F have sold 1.5 lakh

crore worth of In-
dian stocks as of November
4, 2025, according to NSDL
data. Continued selling will
make this the largest sell-
off in about 20 years.

“India benefitted from
investors leaving China,
but this benefit has run
out,” said Mike Coop, Chief
Investment Officer, EMEA
at Morningstar Investment
Management.

“I think India was like
the mirror image of China
when the latter collapsed,
and people thought it was
uninvestable. India
boomed and benefited
from the reshoring from
China to India. We have
reached the end of that
and probably, that’s not a
great starting point for In-
dian equities. The valua-
tion level has not been pos-
itive as it was,” he said.

“On a PE basis, Indian
markets have remained ex-
pensive relatively to peers
in most years [in the past
nine years],” said Dhanan-
jay Sinha, CEO and co-
head of Institutional Re-
search at Systematix, an In-
dian financial services
firm. Price to earnings (PE)
ratio is a measure used to
determine if the price of a
stock justifies its earnings
to the shareholder. “Cur-
rently, Indian stocks are
trading 22 times their earn-
ings,” Mr. Sinha said.

A section of experts
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though believes that the
market is past the stage of
expensive valuations and
may now be ready for bet-
ter returns. “Over the last
year, returns have been
weak in India, whereas re-
turns in many other parts
of the world have been
much stronger,” Pranjul
Bhandari, Chief Economist
ASEAN, HSBC, said.

“Today, we are seeing
our relative valuation ac-
tually going back to long
term average. It’s not look-
ing too rich,” she added.

“This is because inves-
tors have understood that
earnings growth can’t be in
teens when the nominal
gross domestic product
(GDP) growth is in single
digits. A more realistic ex-
pectation may trigger fo-
reign investors to return
and an improvement in
market returns might be
around the corner,” Ms.
Bhandari said.

Despite divergent views,
there is consensus among
experts that corporate In-
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Brief win: India benefitted from investors leaving China, but this
benefit has ‘run out’, says Morningstar Investment’s Coop. REUTERS
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dia’s profits must grow at a
faster pace. For FPI partici-
pation to revive, either cor-
porate earnings growth
must quicken to 15-20% or
valuations must compress
significantly, Mr. Sinha
said. “Currently, trailing
earnings over the past 4-6
quarters are flattish, while
forward expectations for
the next two years are only
approximately 10-11%;
hardly enticing, especially
amid visible downside
risks,” he added.

FDIs trend lower

While FPIs are selling, net
foreign direct investments
(FDI) also trend lower. To-
tal foreign investment,
which includes portfolio
and direct investment as a
share of gross domestic
product (GDP), hit a 25-
year low in 2024-25, he
said. What makes this
more concerning is that,
FPIs who invest in India
based on their conviction
in the economy’s long-
term growth redeemed for

the eighth consecutive
week as of October 31,
2025, according to Sunil
Jain, V-P of Elara Capital.

A low-performing cor-
porate sector has conse-
quences beyond just the
stock market. “Elusive
private capital expenditure
and slowing household in-
comes are inter-linked
trends that have curtailed
private demand and lend-
ing growth. These issues,
persisting for years and re-
cently intensifying, have
been partly offset by go-
vernment spending on in-
frastructure and house-

hold transfers. Amid
intensifying de-globalisa-
tion, India’s structural

growth outlook faces con-
siderable risks,” Mr. Sinha
reiterated.

Adding credence to his
views, the World Bank, in
its World Development Re-
port 2024, highlighted the
need for sweeping institu-
tional reforms in the ab-
sence of which developing
economies like India can
run the risk of slowing
down before it becomes a
high income economy, a
phenomenon that econo-
mists call “The Middle In-
come Trap.”

That being said, conver-
sations about middle in-
come trap happen all over
emerging economies in
Southeast Asian econo-
mies and is not exclusive to
India. With policy reforms,
India can reduce the risk of
structural economic slow-
down, Ms. Bhandari
asserted.



English Summary:

Foreign investors have pulled out ¥1.5 lakh crore from Indian equities as of November 2025, marking
the largest FPI (Foreign Portfolio Investment) sell-off in 20 years, according to NSDL data.
Analysts interpret this as a sign of waning investor confidence in India, driven by tepid corporate
profitability, weak private investment, and global economic uncertainty.

Background

e FPIs represent short-term capital invested by foreign institutional investors (FIIs) in stocks,
bonds, and other securities.

e India benefited from “China Plus One” strategy — where global investors diversified away from
China post-pandemic — but that capital inflow has now reversed.

e The 2025 sell-off indicates that foreign funds are rebalancing portfolios toward markets with
better corporate returns and lower valuations.

“India benefitted from investors leaving China, but this benefit has run out.” — Mike Coop, Morningstar

Investment Management

Reasons for the FPI Sell-off

Factor Explanation

1. Weak Corporate Over the past 4-6 quarters, India’s corporate profit growth has
Earnings stagnated at ~10-11%, insufficient to justify high stock valuations.
2. Overvaluation of India’s P/E ratio is 22x, compared to 12-15x in other emerging
Indian Stocks markets — making it relatively expensive.

As the US and European markets stabilize, funds are shifting back to

3. Global Rebalancing developed economies for better returns.

4. Sluggish Domestic Falling household income and slowing consumption have hurt private
Demand sector profitability.

5. Weak Capital Limited private investment and cautious lending by banks have
Expenditure (CapEx) restrained corporate expansion.

6. Policy & Structural High compliance burden, policy delays, and uneven reforms are
Rigidities eroding India’s investment appeal.

Expert Views

Mike Coop, Morningstar Investments:

e India’s advantage from China’s slowdown is fading.

e Investors are now seeking markets with stronger earnings momentum.

Pranjul Bhandari, Chief Economist, HSBC:

“Returns have been weak in India, whereas returns in other major markets have been much stronger.’

e India’s valuation correction is overdue; the market is no longer “too rich,” but not yet “cheap
enough” to attract investors back.

Sandeep Jain, Systematix Institutional Research:

e OnaPrice-to-Earnings (P/E) basis, Indian stocks are still costly compared to other EMs.

e (Corporate earnings must grow at least 15-20% annually for FPIs to regain confidence.

Sunil Jain, VP, Elara Capital:

e The sell-off has continued for eight consecutive weeks till October 2025.

e Weak CapEx and low consumption are reinforcing the slowdown trend.

)

Broader Economic Context
¢ India’s economy faces structural growth bottlenecks:
o Declining household savings.
o Limited job creation in manufacturing.
o Sluggish exports due to global slowdown.
e While the government’s infrastructure push and transfer schemes (DBTs, PL], etc.) offer
support, private sector participation remains weak.



“India’s structural growth outlook faces considerable risks amid intensifying de-globalisation.” — Mr.
Sinha, Analyst.

FDIs Also Trending Lower

e Notonly FPIs, but Foreign Direct Investment (FDI) inflows — which represent long-term
confidence — have also fallen to a 25-year low (as a % of GDP).

e The World Bank’s 2024 Report warned that unless institutional reforms accelerate, India risks
entering the “Middle-Income Trap” — a phase of prolonged stagnation after early growth success.

Implications

Domain Impact

Capital Markets Continued outflow weakens rupee and increases market volatility.
Corporate L . .
Secfor Reduced liquidity pressures balance sheets and raises cost of borrowing.
Economy Slower investment inflows affect employment and GDP growth.

Policy Outlook Urgent need for tax, labour, and ease-of-doing-business reforms to restore

confidence.

The GIST (Exam-Ready Points)

e FPI Outflow (2025): X1.5 lakh crore — highest in two decades.

¢ Reason: Weak corporate earnings, high valuations, global rebalancing.

e Trend: 8 consecutive weeks of FPI withdrawal (as of Oct 31, 2025).

¢ Consequence: Slower capital inflow, rupee depreciation risk, weaker market sentiment.
o FDI: Also declining — at 25-year low (as % of GDP).

¢ World Bank Warning: India risks “Middle-Income Trap” without structural reforms.
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UPSC Mains Practice Question:

“The recent wave of FPI outflows from India highlights deeper structural weaknesses in the economy.
Discuss the causes and suggest policy reforms to restore investor confidence.”

(250 words - GS Paper 3: Economy)



Toyota, Honda make India a car hub in pivot away from China

NEWS ANALYSES
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English Summary:
Japanese auto giants — Toyota, Honda, and Suzuki — are investing billions of dollars to expand
manufacturing and export bases in India, reflecting India’s rising global importance as an
automobile hub.
The move marks part of Japan’s broader “China Plus One” strategy — diversifying supply chains to
reduce dependence on China amid rising costs, regulatory challenges, and geopolitical tensions.

India’s low costs, vast skilled labour pool, and government incentives are making it a preferred
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Key Developments
o Toyota, Honda, and Suzuki are collectively investing over $11 billion in new facilities, model

upgrades, and export-oriented production.
e Toyota alone announced $3 billion investment to expand production in southern India and a new

plant in Maharashtra expected to start operations by 2030.
e Honda plans to make India a production and export hub for electric vehicles (EVs).
e Suzuki continues to dominate the Indian market with ~40% market share through Maruti Suzuki.
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Strategic Context - Pivot Away from China

Factor

High production costs

Geopolitical risks

Fierce competition

Policy uncertainty
Japan’s automakers see India as a stable, growing, and politically aligned alternative.
“For the time being, India is a much better market — no need to deal with Chinese competitors.” — Julie
Boote, Pelham Smithers Associates, London.

Why Automakers Are Leaving China
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Rising wages and stricter regulations have eroded China’s cost advantage.

U.S.-China tensions, tariffs, and supply chain vulnerabilities.
Chinese EV makers (like BYD) dominate domestic markets.

Regulatory unpredictability and limited profit margins.

Why India?
Advantage

Low-cost manufacturing
base

Skilled workforce
Strong domestic demand

Favorable government
policies

Explanation

Labour costs are lower than in China; strong auto-component

ecosystem.

Large pool of engineers and technicians.

India’s car market is the third-largest globally, after China and the

U.S.

Incentives under PLI Scheme, Make in India, and state-level

subsidies.



Advantage Explanation

Export hub potential East, and Africa.

Government push for EV charging networks and localized battery

EV growth ecosystem .
grow y manufacturing.

Toyota’s Expansion Plans

e Localization focus: Toyota is sourcing more hybrid and EV components from Indian vendors.
¢ Local production strategy: Emphasis on “local specs, not global specs.”

¢ Production target: Over 1 million vehicles annually by 2030.

e Hybrid & EV focus: Expanding hybrid production as demand surges globally.

¢ Investment impact: Expected to create over 20,000 direct and indirect jobs.

India can serve as a base to export vehicles to Southeast Asia, Middle

“India is not just about global standards anymore — it’s about localizing technology for the market.” —

Toyota Supplier Executive.

Honda and Suzuki’s India Strategy
e Honda:
o Plans to produce electric cars for export from India.
o Aims to capture 10% of India’s passenger EV market by 2030.
o Benefiting from India’s ban on Chinese EVs, reducing competition.
e Suzuki (Maruti):
o Holds the largest market share (40%) in Indian automobile sales.
o Partnered with Toyota for hybrid and EV technology sharing.
o Aims to lead India’s small EV car segment.

Japanese FDI Surge in India

e Japan’s direct investment in Indian transport (auto + logistics) grew sevenfold (2021-2024)

to ¥294 billion (~$2 billion).
e In contrast, Japanese investment in China’s transport sector fell by 83% in the same period.
e India’s improving manufacturing quality and policy environment (tax breaks, simplified
approvals) are driving this surge.

Economic and Strategic Implications

Impact Area Outcome

Manufacturing ., . o :

Growth Boost to India’s automobile exports and local supplier industries.
Thousands of skilled and semi-skilled jobs in Karnataka, Tamil Nadu, and

Employment

Maharashtra.
Technology Transfer Localization of hybrid & EV technology, enhancing India’s R&D capacity.

Trade Balance Increase in export of vehicles and components will reduce trade deficit.
Geopolitical . . s . .

p Strengthens India-Japan ties under Indo-Pacific economic cooperation.
Leverage

Government Support

e Prime Minister Narendra Modi’s “Make in India” and Atmanirbhar Bharat initiatives provide tax

incentives for foreign manufacturers.

e PLI Scheme (Automobiles & EVs): 325,938 crore outlay to encourage domestic manufacturing of

EVs and advanced automotive technology.

e State governments like Maharashtra and Tamil Nadu offer additional land, electricity, and tax

incentives.

The GIST (Exam-Ready Points)



Japanese Automakers Investing: Toyota, Honda, Suzuki.

Reason: Diversification from China — “China Plus One” strategy.

Investment: $11 billion (Toyota $3 billion alone).

Sector: Automobile manufacturing and EV exports.

Japan’s FDI in Indian Transport Sector: +700% (2021-2024).

Strategic Significance: Boosts Make in India, strengthens India-Japan partnership, creates jobs,
and reduces import dependency.
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UPSC Mains Practice Question:

“The shifting of Japanese automobile investments from China to India signifies India’s growing role in the
global supply chain. Discuss the factors enabling this transition and its implications for India’s industrial
growth.”

(250 words - GS Paper 3: Economy / Manufacturing / Make in India)



China extends suspension
of extra tarifts on U.S. goods

Agence France-Presse
BEIJING

China said on Wednesday
it would extend a suspen-
sion of additional tariffs on
U.S. goods for one year,
making official an agree-
ment reached in talks bet-
ween Presidents Xi Jinping
and Donald Trump last
week.

The two leaders held
talks in South Korea at the
end of October that effec-
tively prolonged a delicate
truce for a year, after sever-
al rounds of trade negotia-
tions in recent months.

A statement published
on Wednesday on the Mi-
nistry of Finance website,
citing Beijing’s State Coun-
cil, said that “for one year
the 24% tariff on U.S. goods
will continue to be sus-
pended, (and) a 10% tariff
on U.S. goods will remain”.

The statement said the

English Summary:

Xi Jinping

pause follows “the consen-
sus reached in the China-
U.S. economic and trade
consultations” and would
be effective from Novem-
ber 10.

Mr. Trump on Tuesday
formalised an agreement
that Washington would cut
its additional tariffs on Chi-
nese imports from 20% to
10%, also effective from
November 10.

Temperatures have
spiked  between  the
world’s two biggest econo-

mies this year as Washing-
ton and Beijing imposed
escalating tariffs on each
other’s products.

At one point, duties on
both sides reached prohib-
itive triple-digit levels,
hampering trade.

The two have been en-
gaged in an uneasy truce
since, as top economic
leaders met several times
for talks in recent months,
with tensions surging over
export controls and other
issues.

Beyond the statement
covering the blanket ta-
riffs, China also published
several statements on Wed-
nesday suspending related
measures hitting different
sectors.

That move was a res-
ponse to Mr. Trump dou-
bling additional tariffs on
Chinese goods over Beij-
ing’s handling of fentanyl —
now back to 10%.

China announced that it will extend the suspension of additional tariffs on U.S. goods for one more
year, marking a diplomatic truce between Beijing and Washington after months of escalating trade

tensions.

The decision comes following talks between Chinese President Xi Jinping and former U.S. President
Donald Trump in South Korea, where both sides agreed to resume cooperation and ease tariffs.

Background of the Trade Conflict

¢ The U.S.-China trade war began in 2018, when the U.S. imposed tariffs on Chinese imports to
counter alleged unfair trade practices and intellectual property theft.



e China retaliated with reciprocal tariffs on U.S. goods — from soybeans and cars to tech products
— leading to one of the largest tariff escalations in modern trade history.

e By 2020, tariffs had reached triple-digit levels, severely impacting global supply chains and trade
flows.

“At one point, duties on both sides reached prohibitive triple-digit levels, hampering trade.” — Agence

France-Presse

Key Details of the New Agreement
Previous New Rate (Effective Nov 10,

Measure Rate 2025) Duration

Tariff on U.S. goods (China) 24% Suspended 1 year

Tariff on U.S. goods (China - reduced 10% Remains active 1year

category)

Tariff on Chinese imports (U.S.) 20% Reduced to 10% 1 year

e The decision was announced by China’s Ministry of Finance, citing Beijing’s State Council
directive.

e The move is part of a “mutual tariff pause” meant to stabilize trade and rebuild investor
confidence.

“The pause follows the consensus reached in the China-U.S. economic and trade consultations.” —
Chinese Finance Ministry statement

Context and Economic Implications
e The announcement comes amid a fragile truce following years of tariff escalations that hurt global
markets.
e Both economies have suffered from:
o Reduced bilateral trade volumes
o Supply chain disruptions
o Inflationary pressures on imports
e The temporary tariff suspension offers a window for dialogue, though experts caution that
deep-rooted tensions persist.
“The two have been engaged in an uneasy truce since, with tensions surging over export controls and
other issues.” — Report excerpt

Strategic Significance
For China For the U.S.
- Stabilizes exports amid economic slowdown. - Reduces import costs for U.S. businesses.

_— . - Eases inflationary pressure on
- Helps rebuild investor confidence. yp

consumers.
- Provides room to focus on domestic economic - Strengthens trade diplomacy optics
recovery and tech self-reliance. ahead of U.S. elections.

Broader Global Impact

+ Positive for global trade stability: The truce between the world’s two largest economies lowers
uncertainty in supply chains.

¢ Boosts Asian markets: Countries integrated in East Asian manufacturing hubs benefit from
restored trade flows.

¢ Encourages multilateralism: Both nations may re-engage with WTO-based trade norms.

e 0il and commodity markets: Expected to stabilize as trade volumes recover.

Related Sectors Affected
China also announced suspensions in related measures impacting:
e Technology components



¢ Automobile parts

e Agricultural imports
These steps aim to signal Beijing’s willingness to de-escalate trade tensions and reopen
negotiation channels.

The GIST (Exam-Ready Points)

Event: China extends suspension of tariffs on U.S. goods.

Duration: 1 year (effective from November 10, 2025).

Tariff rate reduction: U.S. - from 20% to 10%; China - maintains 10%, suspends 24%.
Context: Trade war truce; Xi-Trump meeting in South Korea.

Significance: Stabilizes bilateral trade and global economic environment.

Wider impact: Improves supply chain flow, reduces inflationary risks, encourages global trade
normalization.
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UPSC Mains Practice Question:

“Recent tariff negotiations between the U.S. and China indicate a cautious recalibration of global trade
relations. Discuss how prolonged tariff wars affect global supply chains and India’s trade strategy.”
(250 words - GS Paper 2: IR / GS Paper 3: Economy)



