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US Economic Shifts Under Trump: Risks and Opportunities for India

Context:
Donald Trump’s proposed economic plans for his next potential term involve several significant
measures, including imposing higher tariffs on imports, mass deportations, tax cuts, and
stricter immigration policies. These policies aim to prioritize American industries and jobs but
bring several economic implications for both the US economy and international markets,
including India.

Trump's policies may:

Boost the American Dollar and US stocks in the short term,
Increase inflation and fiscal deficits, and
Impact global trade, investment flows, and currency stability.

For India, these policies raise potential economic risks, such as disrupted supply chains,
increased forex volatility, and impact on monetary policy responses.

Key Points of Trump’s Proposed Economic Plans

Economic Measures in the US

20% Tariff on All Imports and 200% Duty on Cars: Aims to protect American
industries but risks higher consumer prices and trade wars.
Mass Deportations of Undocumented Immigrants: Could tighten the labor market,
raising wage pressures and inflation in a full-employment economy.
Extended Tax Cuts: Despite a record-high budget deficit, Trump’s tax cuts are
aimed at spurring short-term economic growth but risk long-term fiscal strain.
Impact on US Treasury Debt: Rising deficits might make foreign lenders cautious
about holding US Treasuries, similar to the 2022 freeze on Russian assets, leading
some central banks to prefer physical assets like gold over US debt.

Impact on the US Federal Reserve and Monetary Policy

Federal Reserve’s Potential Shift: Rising inflation and fiscal deficit pressures could
prompt the Federal Reserve to halt rate cuts sooner than planned, influencing
global interest rate cycles.
Global Monetary Policy Influence: Other central banks, including India’s RBI, may
adopt cautious stances on rate cuts due to heightened global market volatility and



bond yields.

Implications for India

Disruptions in Global Trade and Supply Chains: Higher tariffs and protectionist policies
could disrupt global supply chains, increasing costs of goods and services imported into
India.

Forex Volatility and Investment Risks: Increased US trade restrictions and dollar
volatility may impact India’s currency stability, affecting foreign investment flows.

RBI’s Response to Rate Cuts: The Reserve Bank of India may hesitate on rate cuts as it
monitors global market uncertainties tied to US policy shifts, aiming to preserve financial
stability amid forex and bond market volatility.

Trump’s Immigration Policies and Their Impact on India

Mixed Immigration Stance

Restriction on Legal and Illegal Immigration: Increased restrictions could add
inflationary pressures in the US labor market due to a potential workforce shortage.
Green Card Proposal for Foreign Graduates: Plans to automatically grant green
cards to foreign graduates from US universities may benefit Indian students,
easing their path to US employment.

Effects on Indian IT Sector

Weaker Dollar Benefits: A weaker US dollar could lower import costs and support
domestic investment in India.
Corporate Tax Cut from 21% to 15%: Expected to boost US budgets for Indian
service clients, driving demand for Indian IT services and likely increasing IT
stock valuations in India.

Elon Musk’s Potential Role in US Administration and Impact on India

Tesla and Import Duty Pressure: If Musk joins Trump’s administration, India may face
increased pressure to reduce import duties on Tesla and adjust its trade terms.

Expansion in Satellite and Space Interests: Musk’s lobbying on satellite spectrum and
space launch regulations may intensify, influencing India’s policy in the space and tech



sectors.

Global Economic Considerations: Federal Reserve Policy and China’s Economic Stimulus

Federal Reserve’s November 6-7 Policy Meeting: Expected to provide updates on US
inflation and rate directions, which could influence global monetary policies.

China’s Stimulus Package: China’s likely economic stimulus targets bank
recapitalization, land purchases, and debt refinancing. Large stimulus measures may
attract foreign portfolio investments away from other markets, including India, impacting
India’s capital flows and economic growth.

H-1B Visa Landscape and Proposed Reforms

Overview of H-1B Visa Program

Purpose: The H-1B visa allows US employers to hire foreign professionals in
specialized fields requiring advanced skills.
Annual Cap: Limited to 65,000 visas per year, with an additional 20,000 for US
Master’s degree holders.
Indian Dominance: Indian nationals account for a significant majority of H-1B visa
approvals, highlighting India’s reliance on H-1B visas for tech placements.

Trump’s Proposed H-1B Reforms

Tighter Eligibility and Reduced Numbers: Trump’s 2024 campaign suggests
further reductions in H-1B numbers and stricter eligibility, potentially affecting
tech companies relying on H-1B employees.
Shorter Visa Durations and Higher Wage Floors: Planned restrictions may raise
wage requirements and shorten visa durations, increasing uncertainty for both
employers and employees in the US tech sector.

Impact on Indian Professionals

Reduced Job Prospects: Stricter H-1B policies could limit job opportunities for
Indian professionals in the US and complicate family reunifications for current
visa holders.


