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BEYOND TAX CUTS, A CLOSER READ OF THE UNION BUDGET
ON LIVE-IN RELATIONSHIPS IN UTTARAKHAND

THE LEGAL SYSTEMS UNDER WHICH CITIZENSHIP IS ACQUIRED
TRUMP’S TARIFFS COULD HIT CANADA, MEXICO HARD, WHILE CHINA APPEARS TO BE PREPARED

Beyond tax cuts, a closer read of the Union Budget

he Union Finance Minister, Nirmala

Sitharaman’s presentation of the Union

Budget on Saturday, February 1, was

against the backdrop of pressing
macroeconomic challenges — persistently high
taxes and unemployment squeezing the
middle-income class, subdued private
investment, mounting external vulnerabilities
that threaten to derail the growth story, and a
looming fiscal overhang. While the Finance
Minister laid out an ambitious road map for Viksit
Bharat, spanning agriculture, manufacturing,
micro, small and medium enterprises (MSME),
social welfare, and infrastructure, the Budget’s
policy announcements and fiscal plans need
closer scrutiny.

Targets that raise questions

First, the fiscal consolidation target of 4.4% of
GDP in FY26 is a key highlight of the Budget.
However, achieving this target hinges on
ambitious revenue projections, including a 11.2%
growth in total tax revenues and a 14.4% increase
in income tax revenues compared to FY25
estimates. These assumptions appear overly
optimistic given the significant tax cuts
announced in the Budget and the prevailing
economic headwinds such as softening domestic
consumption and weakening external demand.
Much will also depend on the success of the
second asset monetisation plan (2025-30),
announced in the Budget. The
underperformance of the previous asset
monetisation programme raises valid concerns.
Furthermore, the estimated ¥11.54 lakh crore in
net market borrowings risks crowding out private
capital at a critical juncture when credit demand
remains tepid. Achieving the ambitious revenue
targets will require improved tax buoyaney, more
efficient tax administration, and realistic asset
monetisation strategies to ensure that the fiscal
consolidation plan remains on track.

Second, the revisions in personal income-tax
rates and slabs under the new tax regime,
exempting incomes up to 12 lakh from tax (after
factoring in the rebate benefit), and significantly
reducing tax liabilities across various income
brackets, offer welcome relief to middle-income
taxpayers.

However, while these changes are likely to
boost disposable income, they shall come at a
cost — of ¥l lakh crore in foregone direct tax
revenue, which, in turn, could constrain the
government’s ability to fund critical
developmental initiatives. The tax-base erosion
also comes when household savings have shown
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astructural decline over the past decade,
dropping to 18.4% of GDP in F¥23 (Economic
Survey 2024-25). This raises pressing questions
about the long-term sustainability of these tax
cuts, particularly when public investments in
infrastructure and social welfare remain critical
to drive inclusive economic growth.

Third, on the manufacturing front, the Budget
reiterates India’s ambition to emerge as a global
manufacturing powerhouse. The Economic
Survey 2024-25 flagged India’s underperformance
in manufacturing, which accounts for a mere 17%
of GDP. While production-linked incentives (PLISs)
have shown moderate success in sectors such as
electronics, their scalability and long-term impact
remain uncertain. In that light, the Budget
announcements on enhanced credit facilities for
MSMEs and the launch of a National
Manufacturing Mission aimed at improving ease
of doing business, to foster a future-ready
workforce, and promote clean-tech
manufacturing, are important steps. The revision
of MSME classification criteria — increasing
investment limits by 2.5x and doubling turnover
thresholds— may improve scale economies.
However, the measures fall short of addressing
core competitiveness issues such as regulatory
inefficiencies, infrastructure gaps, and low
innovation capacity. The absence of concrete
measures to boost industrial research and
development - currently at a dismal 0.64% of
GDP - undermines India’s ability to compete with
innovation-driven economies such as China and
Germany. While the Budget’s focus on
manufacturing is a step in the right direction,
achieving global competitiveness will require
deeper structural reforms and sustained
investment in innovation and infrastructure.

The gaps remain in agriculture

Fourth, agriculture, a key pillar of the economy,
received significant attention through initiatives
such as the Prime Minister Dhan-Dhaanya Krishi
Yojana and the National Mission on High-Yielding
Seeds. These measures are with the aim of
enhancing productivity and climate resilience,
which are critical for food security. The increase
in the Kisan Credit Card (KCC) loan limit from %3
lakh to %5 lakh, along with targeted interventions
in 100 low-productivity districts, signals a
strategic pivot from blanket subsidies to precision
support, empowering farmers with greater
financial flexibility. However, the measures fall
short of addressing systemic inefficiencies in
agricultural markets. The Budget lays an
emphasis on credit enhancements, yet the focus

on short-term loans perpetuates the dependency
of farmers on debt without addressing the issues
of price volatility or market access. Moreover, the
absence of concrete measures to promote
agricultural exports - particularly as India eyes
leadership in millets and natural farming —
represents a missed opportunity.

Fifth, while the Budget introduces some
promising measures for the external sector,
significant gaps remain unaddressed. Services
exports, particularly in IT and business process
outsourcing, continue to grow at a robust 10.5%
CAGR, but budgetary efforts to diversify the
export portfolio remain insufficient. Trade
facilitation initiatives such as Bharat Trade Net
(BTN) and export credit support for MSMESs,
which were announced in the Budget, are
positive steps but lack the scale required to tackle
India’s persistent trade deficits. Moreover, the
challenges posed by the depreciation of the rupee
and declining forex reserves require a more
ambitious export strategy. The fiscal push to
value-added sectors such as pharmaceuticals,
electronics, renewable energy, and high-value
agricultural products could have strengthened
India’s position in global supply chains and
enhanced export competitiveness.

Not a transformative push

Finally, while the Budget signals intent on climate
action and clean energy, its financial
commitments reveal a cautious, incremental
approach rather than a transformative push. The
Budget’s focus on supply-chain resilience —
through incentives for lithium-ion battery
recycling, duty exemptions on critical minerals,
and support for domestic solar photovoltaic and
battery manufacturing — is a pragmatic move to
reduce import dependence. However, without a
parallel investment in grid modernisation, energy
storage, and industrial decarbonisation, the
transition to a low-carbon economy will remain
fragmented.

The Budget’s fiscal outlays will eventually be
judged by how effectively they address the
fundamental trade-offs of Indian growth: how to
unleash private enterprise while ensuring
inclusive development; how to boost
consumption without compromising savings, and
how to accelerate growth while maintaining
macroeconomic stability. Ultimately, the
credibility of execution and the government’s
willingness to course-correct where necessary
will matter.

The views expressed are personal

Q 9560300770

HEAD OFFICE: 53/1, UPPER GROUND FLOOR, BADA BAZAR ROAD,
OLD RAJINDER NAGAR, NEW DELHI-110060

www.tathastuics.com [><] support@tathastuics.com




TATHASTU

Institute Of Civil Services

Union Budget 2025:
++ Finance Minister Nirmala Sitharaman presented the Union Budget on February 1, 2025, against the
backdrop of key economic challenges—high taxes and unemployment burdening the middle class,
weak private investment, rising external vulnerabilities, and a growing fiscal deficit. While the
Budget outlines a roadmap for Viksit Bharat, focusing on agriculture, manufacturing, MSMEs, social

welfare, and infrastructure.

Fiscal Consolidation Target:

o
8

*

The Budget aims to reduce the fiscal deficit to4.4% of GDP by FY26.

o

" Achieving this depends on ambitious revenue projections—11.2% growth in tax revenues and 14.4%
rise in income tax revenues, despite tax cuts.

+»+ The second Asset Monetisation Plan (2025-30)must succeed where the previous one fell short.

% Achieving the ambitious revenue targets will require improved tax buoyancy, more efficient tax

administration, and realistic asset monetisation strategies to ensure that the fiscal consolidation

plan remains on track.

% Change in GDP

% Change in Tax Revenue

Tax Relief vs. Revenue Loss:

++ The new tax regime exempts incomes up to X12 lakh and lowers tax burdens across income groups.

Tax Buoyancy =

% This will boost disposable income but cost X1 lakh crore in lost tax revenue, potentially limiting funds
for critical development.
% With household savings declining to 18.4% of GDP (FY23), the long-term sustainability of these tax

cuts is questionable.

Manufacturing Push:

+» India’s manufacturing sector contributes only 17% of GDP, per the Economic Survey 2024-25.

+* While PLI schemes have shown partial success, scalability remains a concern.

++ Measures like enhanced MSME credit and the National Manufacturing Mission aim to improve ease
of business and promote clean-tech industries.

+* Revised MSME classification (2.5x higher investment limits, doubled turnover thresholds) may help,

but challenges like infrastructure gaps, low R&D (0.64% of GDP), and regulatory inefficiencies

remain.
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MSME revised definition
In Crore Investment [ Turnover
Current Revised Current Revised
Micro Enterprises 1 25 5 10
Small Entrerprises 10 25 50 100
Medium Enterprise: 50 125 250 500
Source: Budget 2025-26

Agriculture:

% Prime Minister Dhan-Dhaanya Krishi Yojana and the National Mission on High-Yielding Seeds focus
on productivity and climate resilience.

++ The Kisan Credit Card (KCC) loan limit increase from X3 lakh to X5 lakh enhances financial flexibility.

«» Shift from blanket subsidies to targeted interventions in 100 low-productivity districts is a positive
step.

+» However, the Budget fails to address:
= Market inefficiencies and price volatility.

m Agricultural exports, particularly in millets and organic farming.

Export Strategy:

+ IT and BPO (Business-process outsourcing) services exports continue to grow at 10.5% CAGR
(Compounded Annual Growth Rate), but India’s export base remains narrow.

+¢+ Bharat Trade Net (BTN) and export credit for MSMEs are useful but lack scale to tackle trade deficits.

*» The Budget missed an opportunity to boost high-value exports in pharmaceuticals, electronics, and
renewable energy.

Green Energy Initiatives:

+* Incentives for lithium-ion battery recycling, duty exemptions on critical minerals, and domestic
solar manufacturing aim to reduce import dependence.

+ However, without strong investment in grid modernization, energy storage, and industrial
decarbonization, India’s transition to a low-carbon economy will be slow.
+* While the Budget sets ambitious targets, it raises critical trade-offs:
s How to balance private sector growth with inclusive development.
= How to boost consumption without undermining savings.
s How to accelerate growth while maintaining macroeconomic stability.

¢ The success of these policies will depend on efficient execution and timely course corrections by the

government.
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On live-in relationships in Uttarakhand

What has Uttarakhands Uniform Civil Code mandated with respect to the registration of live-in relationships? Should the parents of the individuals be notified by

the registrar? How do landlords come into the picture? Are there penalties for concealing the relationship? What about privacy?

EXPLAINER

Aaratrika Bhaumik

The story so far:
ttarakhand’s Uniform Civil
Code passed by the State
Assembly in February 2024,
mandates the registration of
live-in relationships both at their
commencement and termination. This
requirement applies not only to residents
of Uttarakhand but also to individuals
residing elsewhere in India. The rules,
which came into effect on January 27,
2025, impose extensive documentation
requirements for such registrations.
“Requiring individuals in a live-in
relationship to register with the
government constitutes a gross violation
of the right to privacy enshrined in Article
21 of the Constitution. It also contravenes
the nine-judge Bench decision in Justice
K.S. Puttaswamy versus Union of India,
which affirmed that the right to privacy
encompasses both informational privacy
and decisional autonomy. There can be
no disproportionate intrusion by the state
into the private realm of an individual,”
Alok Prasanna Kumar, co-founder of Vidhi
Centre for Legal Policy told The Hindu.

What is the registration process?
Under the code, only unmarried,
heterosexual couples can enter into
live-in relationships. Couples currently in
alive-in relationship or intending to enter
one can register through the newly
launched online portal. For offline
registration, they have to submit a 16-page
form along with supporting documents to
the concerned registrar. As stipulated in
Rule 15(3)(e), applicants are required to
submit an extensive set of documents for
registration such as their photographs,
their income tax Permanent Account
Number (PAN), their Aadhaar linked to
their phone number, and proof of
residence or domicile within the State.

If either partner is between the ages of
18 and 21, they must provide the

The Story So Far:

Sweeping legislation: Uttarakhand Chief Minister Pushkar Singh Dhami during an event to announce

e

the implementation of the Uniform Civil Code (UCC), in Dehradun, Uttarakhand. p1i

Aadhaar-linked phone number and
address of each of their parents or legal
guardians. The registrar is legally
obligated to notify the guardians
regarding the registration of the
relationship, as well as its termination.

Is relationship history relevant?

A distinctive feature of the rulesis their
attempt to equate live-in relationships
with the status of marriage. If a couple
falls within the “degrees of prohibited
relationships” as outlined in Schedule 1 -
meaning they are related by blood - they
must obtain approval from a religious or
community leader certifying their
eligibility to marry. The term “degrees of
prohibited relationships” is derived from
the Hindu Marriage Act, 1955, which
forbids marriages between individuals
who are lineally or consanguinely related,
unless such unions are permitted by local

customs. Couples are also required to
furnish proof of any prior relationships,
particularly if they have previously been
ina live-in relationship. Further, they are
required to disclose their current status —
whether single, married, divorced,
annulled, separated, or widowed.

What about housing?

If the partners are already living together,
they must provide proof of their shared
household, such as the most recent
electricity or water bill. If they reside in
rented accommodation, they must also
submit the landlord’s full name, contact
number, and a copy of the rent
agreement. The registrar is obligated to
contact the landlord while verifying the
application details. If the partners are not
yet living together, they must apply for a
provisional certificate. Upon receiving
such a certificate, the couple must secure

accommodation within 30 days, with a
possible 15-day extension. They must then
apply for final registration, providing
proof of their new premises.

The rules also impose specific
obligations on landlords. When leasing
property to a live-in couple, landlords
must request either a provisional or final
registration certificate, which will be
incorporated into the rent agreement.
Failure to comply will result in a penalty.

Will there be penalties?

Under the rules, the registrar is
empowered to conduct a summary
inquiry to verify the authenticity of
submitted documents and ensure that the
relationship was not established through
coercion, undue influence,
misrepresentation, or fraud.

Failure to register a live-in relationship
within a month may result in both civil
and criminal penalties. Upon conviction,
a magistrate may impose a jail term of up
to three months, a fine of up to 10,000,
or both. Providing false information or
concealing details carries a stricter
penalty - imprisonment of up to three
months, a fine of up to 25,000, or both.
The registrar, either acting suo motu or
upon receiving a complaint regarding
non-registration, can issue a notice
directing compliance. False complaints
may attract a fine, with repeat offenders
facing a higher penalty.

‘What have experts said?

According to Apar Gupta, advocate and
co-founder of the Internet Freedom
Foundation, the rules allow third-party
disclosures of personal data without
sufficient safeguards. “This will lead to
large-scale social surveillance of
relationships, which appears to be the
intended consequence of the legislation,”
he said. “There are no penalties for third
parties in cases of data leaks, which is
particularly concerning since the
exposure of personal information can
pose real-world threats. This is likely to
disproportionately affect interfaith and
inter-caste couples,” Mr. Gupta added.

THE GIST

v

Under the code, only
unmarried, heterosexual
couples can enter into live-in
relationships.

v

Asstipulated in Rule 15(3)(¢),
applicants are required to
submit an extensive set of
documents for registration
such as their photographs,
their income tax Permanent
Account Number (PAN), their
Aadhaar linked to their phone
number, and proof of residence
or domicile within the State.

v

Failure to register a live-in
relationship within a month
may result in both civil and
criminal penalties. Upon
conviction, a magistrate may
impose ajail term of up to
three months, a fine of up to
210,000, or both.

%+ Uttarakhand’s Uniform Civil Code (UCC), passed in February 2024, requires mandatory registration

of live-in relationships at both the beginning and termination. This applies not only to Uttarakhand

residents but also to people from other states.

X3

%

®
%

The rules, effective from January 27, 2025, impose strict documentation requirements.
Critics argue that mandatory registration violates privacy rights under Article 21 of the Constitution

and contradicts the K.S. Puttaswamy judgment, which upholds privacy as a fundamental right.

What is the Registration Process?

++ Only unmarried, heterosexual couples can register.

+»+ Registration can be done online or through an offline process requiring a 16-page form with

supporting documents.
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+*» Required documents include:
= Photographs, PAN card, Aadhaar (linked to phone number), and proof of residence.

m [fa partneris 18-21 years old, they must provide their parents’ Aadhaar-linked phone number
and address.

= The registrar must notify the parents/guardians about the relationship and its termination.
Is Relationship History Relevant?
<+ The law treats live-in relationships similar to marriage.

++ Couples falling under prohibited relationships (as per Schedule 1 of the Hindu Marriage Act, 1955)
must get approval from a religious or community leader.

%+ Couples must disclose details of previous relationships and their current status (single, married,
divorced, annulled, separated, or widowed).

+*» Couples already living together must provide proof, such as electricity or water bills.
++ If in rented accommodation, they must submit:

= Landlord’s details (name, contact, rent agreement).

m The registrar must verify the landlord’s details.

+* Couples not yet living together must get a provisional certificate and find housing within 30 days
(extendable by 15 days).

++ Landlords' obligations:
= Must verify provisional/final registration certificates before leasing property.

= Non-compliance will lead to penalties.

Will There Be Penalties?

7

% Failure to register within a month may result in civil and criminal penalties:
= Up to 3 months imprisonment, 10,000 fine, or both.
+* Providing false information or concealing details:
= Up to 3 months imprisonment, 25,000 fine, or both.
++ The registrar can issue compliance notices if a relationship is unregistered.
++ False complaints may result in a fine, with repeat offenders facing higher penalties.
What Have Experts Said?

++ Privacy Concerns: The rules allow third-party access to personal data, increasing risks of social
surveillance.

7

+» Lack of Data Protection: No penalties for third parties if private data is leaked.

++ Disproportionate Impact: Interfaith and inter-caste couples could face increased social scrutiny and
risks.
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The legal systems under
which citizenship is acquired

What are the two different principles which govern citizenship laws in various countries? What was the

system in the US? How are Indias citizenship laws different?

Rangarajan. R

The story so far:
S, President Donald Trump
issued an executive order
stating that US. citizenship will
be granted in the future only to
children with parents holding U.S.
citizenship or a U.S. green card.

What are the legal principles?
Citizenship is defined as full and equal
membership of a country. In the words of
Hannah Arendt, citizenship is the ‘right to
have rights’. There are two important
legal systems hased on which citizenship
is acquired in various countries. One of
them is ‘jus soli” which means ‘right of
soil. Under this principle, a child's
citizenship is determined by his or her
place of birth irrespective of the
citizenship of their parents. Many North
American and Latin American countries

Iike Canada, Mexico, Brazil, Argentina
etc., follow this principle while granting
citizenship for children born within their
country. The other is ‘jus sanguinis’ which
means ‘right of blood.” Under this
principle, a child’s citizenship is
determined by the citizenship of parents.
Many African, European and Asian
countries like Egypt, South Africa,
Germany, India etc., follow this principle.

What is the current issue in the U.S.?
The U.S. has practised the grant of
citizenship based on the jus sol’
principle. The 14th amendment to the
USS. Constitution, adopted in 1868, states
that ‘all persons born or naturalised in the
United States, and subject to the
jurisdiction thereof, are citizens of the
United States” The U.S. Supreme Court in
1898 reaffirmed that the 14th amendment
extended to all children born in the US.,
irrespective of the parents’ citizenship.

The current executive order issued by
President Trump titled ‘Protecting the
meaning and value of American
citizenship' decrees that American
citizenship would be granted only to
children with parents holding US.
Citizenship or a U.S. Green card. This
order s to be implemented from
February 19. However, a federal court in
the State of Washington has temporarily
stayed the order stating that it is ‘blatantly
unconstitutional!

What about citizenship in India?
Citizenship in India is governed by the
Citizenship Act, 1955. Till June 1987, India
followed the ‘jus soli principle granting
automatic citizenship to anyone born in
India. Subsequently, the law was
amended to introduce the ‘jus sanguinis’
principle. Between July 1987 and
December 2004, it was required that
either of the parents of a child born in

| India was a citizen of India for granting

citizenship. Since December 2004, the
requirement was further restricted
wherein both the parents had to be
citizens or one parent is a citizen and the
other not an {llegal immigrant. This was
primarily to restrict citizenship to
children born to illegal immigrants from
Bangladesh. The Citizenship Amendment
Act, 2019 (CAA) provides accelerated
citizenship to Hindus, Christians, Sikhs,
Jains, Buddhists, and Parsis from
neighbouring countries of Pakistar,
Afghanistan and Bangladesh who have
entered India before December 31, 2014.
India has differentiated on the basis of
religion, by excluding Muslims, for grant
of accelerated citizenship for the first time
through CAA, 2019, Critics argue that this
is against the basic structure of secularism
under the Indian Constitution. The
argument made by the government is that
it s only to grant accelerated citizenship
to religious minorities of these three
neighbouring countries who have
migrated to [ndia owing to religious
persecution in these countries and hence
not discriminatory. The Supreme Court
will decide on the constitutional validity
of this law. Meanwhile, the government
should ensure that implementation of this
law does not create undue hardships for
Muslim citizens.

Rangarajan. R is a former IAS officer
and author of Polity Simplified. Views
expressed are personal.
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Inthe words of Hannah Arendt,
citizenship is the 'right to have
rights’.

v

The U.S. has practised the
grant of citizenship based on
the ‘jus soli’ principle. The 14th
amendment to the U.S.
Constitution, adopted in 1868,
states that ‘all persons born or
naturalised in the United
States, and subject to the
Jurisdiction thereof, are citizens
of the United States.

v

Between July 1987 and
December 2004, it was required
that either of the parents of a
child born in India was a citizen
of India for granting
citizenship. Since December
2004, the requirement was
further restricted.

The Story So Far

% U.S. President Donald Trump issued an executive order stating that U.S. citizenship will be granted

only to children whose parents hold U.S. citizenship or a U.S. green card.

What Are the Legal Principles?

7

«» Citizenship refers to full and equal membership in a country. It is described as the "right to have
rights." There are two main principles for acquiring citizenship:
1. Jus Soli ("Right of Soil") — Citizenship is determined by place of birth, regardless of parents'
nationality. Countries like Canada, Mexico, Brazil, and Argentina follow this principle.
2. Jus Sanguinis ("Right of Blood") — Citizenship is determined by parents' nationality, not

birthplace. Countries like Egypt, South Africa, Germany, and India follow this system.

What About Citizenship in India?

+»+ India’s citizenship laws are governed by the Citizenship Act, 1955, which has evolved over time:
s Before June 1987: India followed the jus soli principle—anyone born in India was granted

automatic citizenship.
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= Between July 1987 and December 2004: At least one parent had to be an Indian citizen.
= Since December 2004: Both parents must be Indian citizens, or one parent must be an Indian
citizen and the other not an illegal immigrant. This change aimed to prevent illegal immigrants

from Bangladesh from gaining citizenship.

The Citizenship Amendment Act, 2019 (CAA)

% The CAA, 2019 provides fast-track citizenship to Hindus, Christians, Sikhs, Jains, Buddhists, and
Parsis from Pakistan, Afghanistan, and Bangladesh who entered India before December 31, 2014
due to religious persecution.

% However, Muslims are excluded, making this the first instance where religion has been a criterion
for citizenship.

¢+ Critics argue that the CAA violates secularism, a fundamental part of the Indian Constitution.

% The government defends it as a protective measure for religious minorities facing persecution in
neighboring countries.

++ The Supreme Court will decide the constitutional validity of the law. Meanwhile, the government

must ensure its implementation does not create hardships for Indian Muslim citizens.

7T
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TRUMP’S TARIFFS COULD HIT CANADA, MEXICO HARD,
WHILE CHINA APPEARS TO BE PREPARED

Trump’s tarifts could hit Canada, Mexico
hard, while China appears to be prepared

Analysts expect the US. President’s 25% across-the-board tariffs on Canada and Mexico will hit the automobile and electronics sectors hard; they also
reckon while the additional tariff on China may not have a major impact on its economy, it may herald the opening salvo of another trade war

Agence France-Presse
WASHINGTON

.S. President Do-
U nald Trump’s
sweeping tariffs —

25% on imports from Cana-
da and Mexico, and an ad-
ditional 10% on goods from
China — are set to roil sup-
ply chains for products
ranging from automobiles
to avocados — with indus-
tries girding for cost
increases.

U.S. imports from Cana-
da and Mexico covered
nearly $900 billion in
goods as of 2023, and sup-
ply lines between the three
North American neigh-
bours — who share a trade
agreement — are deeply in-
tegrated. Fresh tariffs
would pose complications
for businesses with a foot-
print across one or more
countries.

Analysts expect Mr.
Trump’s 25% across-the-
board tariffs on Canada
and Mexico would hit the
automobile and electron-
ics sectors hard.

While Canadian energy
exports have a lower 10%
rate, this still marks an up-
tick as Washington pre-
viously did not impose ta-
riffs on Canadian oil
imports.

Mexico and Canada also
account for significant U.S.
agriculture imports, mean-
ing the duties could add to
prices of popular foods like
avocados and tomatoes.

Nearly 80 percent of Ca-
nadian goods exports go to
the United States, amount-

®
L4

Fluttering ties: The U.S. tariffs on Canadian and Mexican imports could be incompatible with the
USMCA, a trade deal Donald Trump inked during his first presidential term. ap

ing to some $410 billion in
value, according to Statis-
tics Canada. The levies will
hit Canadian vehicle and
energy industries hard, gi-
ven that they represent ov-
er 40% of Canada’s exports
to the United States.

The energy exports in-
volve mainly crude oil and
bitumen, alongside natural
gas.

The auto sector in Onta-
rio — the nation’s most
populous province — faces
particular challenges.

This is because “various
parts cross the border mul-
tiple times before ending
up in a finished product,”
said Robert Kavcic, at Bank
of Montreal, in a research
note.

The United States im-
ports construction mate-
rials from Canada, too,
meaning tariffs could drive

up housing costs.

More than 70% of im-
ports of two key materials
homebuilders need — soft-
wood lumber and gypsum
— come from Canada and
Mexico, said National Asso-
ciation of Home Builders
chairman Carl Harris.

“Tariffs on lumber and
other building materials in-
crease the cost of construc-
tion and discourage new
development,” he said.

Mexico’s exports to the
United States represented
849% of the goods it sold to
the world last year, accord-
ing to its National Institute
of Statistics.

This amounts to over
$510 billion.

The auto industry span-
ning vehicles and parts,
alongside the electronics
and machines sector, will
likely see the greatest im-

pact. They send around
half of all their production
to the United States, ana-
lysts from Capital Econom-
ics said.

The latest 25% tariffs
would also affect sectors
like food. Mexico supplied
63% of U.S. vegetable im-
ports and nearly half of
U.S. fruit and nut imports
in 2023, according to the
U.S. Department of Agri-
culture. More than 80% of
U.S. avocados come from
Mexico — meaning higher
import costs could push up

prices of items like
guacamole.
Mr. Trump invoked

emergency economic pow-
ers in imposing tariffs on
Canada, Mexico and Chi-
na, arguing they had failed
to stem the flow of illegal
immigrants and drugs into
the United States.

Mexico, and an additional 10% on goods from China.

automobiles to agriculture.

But analysts have said
that U.S. tariffs on Cana-
dian and Mexican imports
could be incompatible
with the United States-
Mexico-Canada Agreement
(USMCA), a trade deal Mr.
Trump inked during his
first presidential term.

Broader conflict

Some anticipated that Mr.
Trump’s posturing could
be a way for Washington to
gain an upper hand ahead
of a 2026 deadline to re-
view the USMCA.

Economists warned that
heavy U.S. tariffs — and re-
taliatory measures — could
tip Canada and Mexico’s
economies into recession,
while the United States
would face risks of a shal-
low downturn too.

“The tariffs send a clear
message, reinforcing
Trump’s America First
stance while using trade as
a geopolitical tool,” EY
chief economist Gregory
Daco said.

Markets will view this as
heightened political uncer-
tainty while investors
brace for inflationary pres-
sures and supply chain dis-
ruptions, he said.

Mexican President Clau-
dia Sheinbaum has already
announced that her coun-
try would impose retaliato-
ry tariffs. “Mexico and Ca-
nada could challenge the
move under USMCA, while
China may counter with
targeted restrictions,” Mr.
Daco said.

A Dbigger concern, he
said, is that the situation

U.S. President Donald Trump has imposed sweeping tariffs: 25% on imports

could escalate into a pro-
longed and broader con-
flict.

The premier of the Ca-
nadian province of British
Columbia, David Eby, spec-
ifically called on residents
to stop buying liquor from
U.S. “red” States and said it
was removing American al-
cohol brands from govern-
ment store shelves as a res-
ponse to the tariffs.

Mr. Trump’s new tariffs
will probably not have a
major impact on China’s
economy but may herald
the opening salvo of anoth-
er bruising trade war with
Beijing, analysts said on
Sunday.

China’s Ministry of Fo-
reign Affairs said the coun-
try’s government “firmly
deplores and opposes this
move and will take neces-
sary countermeasures to
defend its legitimate rights
and interests.”

The Ministry of Com-
merce in China said it
would file a lawsuit with
the World Trade Organiza-
tion for the “wrongful
practices of the U.S.” and
take measures to safeguard
its rights and interests.

However, Mr. Trump’s
action against Beijing was
“not a big shock to China’s
economy”, according to
Zhiwei Zhang, president of
Pinpoint Asset Manage-
ment. Given Beijing had al-
ready factored in higher ta-
riffs this year, the move
was “unlikely to change
the market expectation on
China’s macro outlook”,
Mr. Zhang said.

from Canada and

e These tariffs are expected to disrupt supply chains and increase costs across various industries, from

** Supply lines between the three North American neighbours — who share a trade agreement — are

deeply integrated.

s Fresh tariffs would pose complications for businesses with a footprint across one or more countries.

= 80% of Canadian exports go to the U.S., totaling $410 billion (Statistics Canada).
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= 84% of Mexico’s exports go to the U.S., amounting to $510 billion.

» Tariffs will hit automobile and electronics sectors the hardest due to deep integration of supply
chains.

= Agriculture imports from Mexico and Canada, including avocados and tomatoes, will become

more expensive.

“ Trump invoked emergency economic powers, citing failures by Canada and Mexico to curb illegal
immigration and drug trafficking. Some see this as a negotiating tactic ahead of the 2026 United
States-Mexico-Canada Agreement (USMCA) review.

= Retaliatory tariffs from Mexico and Canada could push both economies into recession.
s The U.S. also risks a mild economic downturn due to inflation and supply chain disruptions.

= Investors are bracing for uncertainty, with rising concerns over inflation and trade instability.

Impact on China’s Economy and Future Trade War

®
%

Analysts believe the tariffs will not severely impact China’s economy, as Beijing had already factored

in possible tariff increases.

®
%

However, a prolonged U.S.-China trade war could escalate, affecting global supply chains and
economic stability.

+* China’s Ministry of Commerce plans to file a lawsuit with the World Trade Organization (WTO).

Q.1 Which of the following statements regarding the Citizenship Amendment Act, 2019 (CAA) is/are
correct?
1. The CAA provides fast-track citizenship to persecuted religious minorities from Pakistan,
Afghanistan, and Bangladesh who entered India before December 31, 2014.
2. The Act applies to all religious communities, including Muslims, seeking Indian citizenship.

3. The CAArequires applicants to prove religious persecution as a condition for obtaining citizenship.

Select the correct answer using the code below:

(a) 1only

(b) 1and3only
(c) 2and3only
(d) 1,2and3
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Q.2 Inthe Union Budget 2025, the Government of India revised the classification criteria for Micro, Small,
and Medium Enterprises (MSMEs). According to the new definition, which of the following
statements is/are correct?

1. An enterprise with an investment of X2 crore and a turnover of X8 crore will be classified as a
Micro Enterprise.

2. An enterprise with an investment of %20 crore and a turnover of X90 crore will be classified as a
Small Enterprise.

3.  Anenterprise with an investment of 100 crore and a turnover of 400 crore will be classified as

a Medium Enterprise.

Select the correct answer using the code given below:
(a) 1and2only
(b) 2and3only
(c) 1and3only

(d) 1,2and3
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