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Context (GS-3: Indian Economy – External Sector, Foreign Portfolio Investment & Exchange Rate)
The United States and Japan jointly intervened in the foreign exchange market to stabilise the Japanese yen. A stronger yen can influence global capital flows, 
particularly Foreign Portfolio Investment (FPI) into emerging economies such as India.

I. Basics
1. Foreign Portfolio Investment (FPI)
A. Investment in financial securities without management control.
B. Investment below 10% of a company’s voting equity is treated as Foreign Portfolio Investment (FPI), while 10% or more is Foreign Direct Investment (FDI).

2. Yen Carry Trade
A. Investors borrow cheaply in yen and invest in higher-return markets.
B. A stronger yen makes this trade less profitable, triggering capital withdrawal.

II. Main Issue
1. Why the intervention?
A. Japan: Stabilise the yen and contain imported inflation.
B. United States: Prevent volatility in currency and bond markets.

2. Significance
A. Reflects coordinated action to ensure global financial stability.
B. Influences capital flows towards emerging markets.

III. Impact on India
1. Capital Flows
A. India recorded Foreign Portfolio Investment (FPI) outflows of US$27.2 billion, despite US$2.1 billion inflows in July.
B. A stronger yen may reduce Foreign Portfolio Investment (FPI) inflows by weakening the yen carry trade.

2. Economy
A. Short-term volatility in equity and debt markets.
B. Pressure on the Indian rupee.
C. Overall impact likely to remain limited due to strong domestic fundamentals.







Context (GS-3: Indian Economy – External Sector, Free Trade Agreements (FTAs), Global Value Chains (GVCs) & International Trade)
India has expanded its Free Trade Agreement (FTA) network to improve exports and integrate with global markets. However, recent evidence 
suggests that many FTAs have become import-driven, widened trade deficits and delivered limited gains in Global Value Chain (GVC) integration.

I. Main Issue
1. Why are India’s FTAs being questioned?
► Imports have grown faster than exports with major FTA partners.
► Market access has not translated into higher export competitiveness.
► India’s participation in Global Value Chains (GVCs) has remained weak.

2. Key Evidence
► Trade deficit with ASEAN widened from US$10.4 billion (2012) to US$51.2 billion (2025).
► India’s share in ASEAN’s import basket declined from 3.42% to 1.71%.
► India’s GVC-related trade share fell from 37.1% to 34.4%, indicating weaker integration into global production networks.

II. Challenges
► FTA-led market access alone is insufficient without competitive domestic manufacturing.
► High logistics costs, infrastructure gaps and regulatory bottlenecks reduce export competitiveness.
► Limited participation in Global Value Chains (GVCs) prevents Indian firms from benefiting from regional production networks.
► Rising imports without corresponding export growth have widened trade deficits with major FTA partners.

III. Way Forward
► Align future Free Trade Agreements (FTAs) with an industrial policy focused on manufacturing competitiveness.
► Strengthen logistics, port infrastructure and ease of doing business to reduce trade costs.
► Promote technology transfer, investment and domestic value addition to deepen Global Value Chain (GVC) integration.
► Periodically review FTAs based on export performance and sector-specific outcomes rather than tariff reduction alone.











Context (GS-3: Indian Economy – Agriculture, Fertiliser Subsidy, Food Security & Supply Chain Resilience)
The West Asia conflict and disruptions in the Strait of Hormuz raised concerns over global fertiliser supplies. However, proactive government interventions, 
diversified imports and subdued domestic demand enabled India to avoid a fertiliser crisis despite rising international prices.

I. Main Issue
1. Why did India avoid a fertiliser crisis?
► Diversified imports: India reduced dependence on Qatar and the UAE by sourcing LNG and fertilisers from the US, Oman, Nigeria, Angola, Norway and 
Indonesia.
► Proactive government action: Timely import tenders, higher domestic urea production and effective supply-side management ensured uninterrupted 
availability.
► Subdued demand: Deficient monsoon and lower kharif acreage reduced fertiliser consumption, easing supply pressure.

2. Key Data
► Domestic urea production: 67.9 LT (Apr–Jun 2025) → 71.5 LT (Apr–Jun 2026).
► Urea imports: 8.4 LT → 25.1 LT, ensuring adequate stocks.
► Overall urea sales remained stable at around 69 LT, indicating no supply disruption.

II. Challenges
► DAP and complex fertilisers remain vulnerable due to dependence on imported phosphoric acid, sulphur and ammonia.
► Sulphur prices increased to around US$1,100/tonne, significantly raising production costs.
► India continues to depend heavily on imported raw materials for phosphatic fertilisers, exposing it to geopolitical shocks.
► Rising global prices increase the fertiliser subsidy burden on the government.

III. Way Forward
► Diversify import sources for fertilisers and key raw materials.
► Strengthen domestic production of DAP, NPK and phosphatic fertilisers under Atmanirbhar Bharat.
► Secure long-term overseas supply agreements and strategic reserves.
► Improve nutrient-use efficiency through balanced fertilisation and nano-fertilisers.
► Continue efficient supply-chain management and digital monitoring to prevent shortages.





Context (GS-3: Science & Technology – Emerging Technologies; Environment & Ecology – Sustainable Manufacturing; Indian Economy – Manufacturing & 
Exports)
Declining natural diamond reserves, environmental concerns and ethical issues associated with mining have accelerated the adoption of Lab-Grown Diamonds 
(LGDs). India is promoting LGDs through technology, research and policy support to emerge as a global manufacturing hub.

I. Lab-Grown Diamonds vs Mined Diamonds
Lab-Grown Diamonds (LGDs)
► Produced using HPHT or CVD technology.
► Chemically, physically and optically identical to natural diamonds.
► Lower cost (~₹80,000/carat), highly traceable and conflict-free.
► Lower environmental footprint.

Mined Diamonds
► Naturally formed over millions of years and extracted through mining.
► Expensive (~₹1.5–7 lakh/carat) due to rarity.
► Mining causes land degradation, high water use and carbon emissions.
► May involve conflict diamonds and ethical concerns.

II. Technology Used
► HPHT (High Pressure High Temperature): Replicates natural pressure and temperature inside the Earth to convert carbon into diamond.
► CVD (Chemical Vapour Deposition): Carbon-rich gases deposit carbon atoms layer-by-layer on a diamond seed inside a vacuum chamber.

III. Significance
► Sustainable alternative: Reduces mining, deforestation, pollution and biodiversity loss.
► Ethical sourcing: Eliminates conflict diamonds and forced labour concerns.
► Industrial applications: Used in semiconductors, electronics, cutting tools and precision engineering.
► Economic opportunity: Supports Make in India, exports, employment and high-value manufacturing.
► Affordable & traceable: Lower prices with complete supply-chain transparency.
► Supports SDGs: Promotes responsible production and circular economy.





Context (GS III: Environment & Ecology | Prelims: Ramsar Convention, Wetlands 
& Biodiversity)
India has designated Glaw Lake as its 101st Ramsar Site, making it the first 
Ramsar Site in Arunachal Pradesh. The recognition reflects India’s commitment 
to wetland conservation, biodiversity protection, and climate resilience.

Key Points
* Glaw Lake is the first Ramsar Site in Arunachal Pradesh.
* India now has 101 Ramsar Sites.
* The site supports rich wetland biodiversity and migratory bird habitats.
* The designation promotes sustainable wetland management and supports 
local livelihoods.
* It strengthens India’s commitments under the Ramsar Convention.






