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ICRA has analysed the trade, financial flows and bilateral tie-ups between India and Japan. Trade with Japan is not 

significant for India except for a few chemical and metal items. However, in terms of financial flows, Japan has a 

major share in Foreign Direct Investment (FDI) equity inflows (the fifth largest country) and Foreign Portfolio 

Investors – asset under custody (FPI AUC) (the eighth largest country) for India. 

The migrant population and remittances from Japan are not substantial. However, there are over 1,400 Japanese 

entities who have prominent investment in Indian automobile, electronics and entertainment sectors. Similarly, 

Indian entities in IT and pharma sectors have significant presence in Japan.

Bilateral agreements between India and Japan benefit India by enhancing trade, infrastructure development, and 

funding. Key partnerships include infrastructure projects, industrial corridors, and cooperation in essential areas 

such as semiconductors, space exploration, and digital technologies. These agreements also promote start-ups and 

skill development while tackling current challenges like climate change and supply chain disruptions.

Highlights

Japan has a major share in FDI equity 

inflows and FPI AUC, for India, whereas 

merchandise trade flows are limited.

The trade deficit increased between 

FY2021 and FY2024 because of global 

rise in commodity prices following 

geopolitical tensions.

Merchandise trade

▪ Japan’s share in India’s total merchandise exports was less than 1% in FY2024. However, exports 
to Japan are significant for India for some metals, chemicals and agricultural products.

▪ Japan’s share in the total Indian merchandise imports stood at ~3% in FY2024. Imports from 
Japan are substantial for some metals, chemicals and machineries for India. 

▪ Merchandise trade between India and Japan remained range-bound between FY2015 to FY2021. 
The import value for chemicals and metals from Japan increased since FY2022 because of the 
global rise in commodity prices due to geopolitical tensions. This led to an increase in the trade 
deficit at a CAGR of ~18% between FY2021 and FY2024.

▪ On the other hand, India’s share stood at less than 1% of Japan’s total imports and ~2% of 
exports. Indian trade is significant for Japan with regard to a few chemicals and metals.

Click to see full report

https://www.icra.in/Home/ViewFullReport?ReportType=Research&AuthKey=affd0dff-f09d-4ff4-917a-59585c1f748e
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Highlights

Corporate presence

▪ There are over 1,400 Japanese entities who have prominent investment in Indian automobile, 
electronics and entertainment sectors. 

▪ Similarly Indian entities in IT and pharma sectors have significant presence in Japan.

Japan contributes significantly to the 

overall pie of FDI equity inflows and 

FPI AUC. Increase in interest rates in 

Japan may impact FPI from Japan in 

the near term.

Bilateral agreements benefit India 

with trade, infrastructure and funding

Prominent investment by Indian 

entities in IT and pharma sector; 

Japanese entities have significant 

presence in Indian automobile, 

electronics and entertainment sectors.

Bilateral agreements

▪ Bilateral agreements between India and Japan have been executed to improve infrastructure, 
trade and cooperation.

▪ Key collaborations include infrastructure projects including rail and metro, cooperation in Indian 
sectors like power, steel, textile, pharma etc. 

▪ Recent agreements also focus on semiconductors, start-ups, climate funding, supply chain 
resilience, Defence and skill development. 

FDI, FPI and remittances 

▪ Japan is the fifth largest country with respect to FDI equity inflows and the eighth largest with 
respect to FPI AUC inflows in India.

▪ The Bank of Japan increased interest rates twice in the past six months after a stagnant rate for 
more than eight years. With Japanese FPIs accounting for ~3% of the total Indian FPI AUC, there 
could be some degree of near-term impact due to unwinding of the yen carry trades*.

▪ Japan’s share in remittances and migrant stock is not significant.

* Note - When the Bank of Japan raises interest rates, it makes borrowing in yen more expensive. This leads to a reverse effect: Investors start to unwind their yen carry trades
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Analytical Contact Details

Name Designation Email Contact Number

Aditi Nayar Chief Economist and Head – Research and Outreach aditin@icraindia.com 0124 - 4545 385

Madhura Nejjur Assistant Vice-President madhura.nejjur@icraindia.com 022 - 6114 3417
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Business Development/Media Contact Details

Name Designation Email Contact Number

L Shivakumar Chief Business Officer shivakumar@icraindia.com 022-61693304

Neha Agarwal Head – Research Sales neha.agarwal@icraindia.com 022-61693338

Rohit Gupta Head Business Development – Infrastructure Sector rohitg@icraindia.com 0124-4545340

Vivek Bhalla Head Business Development – Financial Sector vivek.bhalla@icraindia.com 022-61693372

Vinita Baid Head Business Development – Corporate Sector - West & East vinita.baid@icraindia.com 033-71501131

Shivam Bhatia Head Business Development – Corporate Sector - North & South shivam.bhatia@icraindia.com 0124-4545803

Naznin Prodhani
Head - Group Corporate Communications & Media Relations, 

ICRA Ltd
communications@icraindia.com 0124-4545860
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