Apple builds relations with India
to ofiset damage of China tariffs

iPhone maker faces biggest threat to business in years with supply chain embedded in south-east Asia
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Apple has increased the number of
flights carrying consignments of
iPhones from India to the US following
Donald Trump’s tariff blitz, as the tech
giant grapples with one of the biggest
threatstoits business in years.

In the days since Trump’s “liberation
day” announcement, at least 10 flights
have taken off from Chennai Interna-
tional Airport, according to three Indian
officials with knowledge of the matter.

Apple isrelying on deepening its rela-
tionship with India to help it counter the
immediate impact of the US president’s
aggressive China tariffs, after it failed to
getalast-minute exemption from Wash-
ington’s 104 per cent levy on the country
that came into effect on Wednesday.

Two Indian officials told the Financial
Timesthat the US tech giant was looking
at further investment in the country.
“Apple is definitely thinking of doing
more in India,” said one official. Apple
declined tocomment.

Apple has been one of Wall Street’s
biggest casualties of Trump’s tariff blitz
— losing about $700bn in market value
since last week’s announcements —
highlighting the dilemma the group
faces having built its business around
advanced manufacturingin China.

Reserving India’s entire iPhone out-
put for the US would allow it to cover
some 30mn of the 50mn-plus iPhones it
ships to the US each year, according to
Bank of America analyst Wamsi Mohan.

‘[Apple faces] being forced
to change the entire way
they think about building
and pricing an iPhone’

“I do think they have done some of
that work to mitigate some of the
impact in the very near term, but it’s
obviously not a sustainable kind of solu-
tion for any extended period of time,”
Mohansaid.

Apple has been quietly growing its
business in India, particularly since the
coronavirus pandemic wreaked havoc
on its China supply chains, butit still has
about 80 per cent of its smartphone
manufacturing in China, according to
Counterpoint Research.

On Wednesday, MK Stalin, the chief
minister of Tamil Nadu, India’s south-
ernmost state which is home to four of
the country’s five iPhone plants, met
Andy Priestley, an executive from key
Apple supplier Jabil, which last year
announced a memorandum of under-
standing with the state to expand its
facility there.

US-based Jabil has not publicly spo-
ken about supplying Apple in India. On
X, Stalin said the meeting concerned
“making new business investments in
Tamil Nadu”.

While India had been targeted by
Trump with steep “reciprocal” tariffs of
27 per cent, it has sought to placate him
by opening talks on a bilateral trade
agreement that it hopes could see the
tariff burdenreduced.

Moreover, India is expected to be one
of the beneficiaries of Trump’s
announcement on Wednesday that he
was pausing additional tariffs on a wide
range of countries willing to negotiate
with the US. These nations will still be
the subject of 10 per cent levies.

Apple’s shares rose sharply after
Trump’s statement on his Truth Social
platform. The US president later held
out the prospect of some individual
companies being exempted from the
impact of reciprocal tariffs, saying:
“We're goingto takealookatit.”

Despite Apple leaning more heavily
on India for now, it does not have the
supply chain in the country to boost
manufacturing significantly — leaving it
exposed to substantial tariffs over the
longer term and having to consider
either raising prices or finding ways to
swallow the extra costs.

Multiple analysts said they expected
any price rises from Apple to come later
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Duties will
not halt
supply
chain shift
to SE Asia,
says Uniqglo
founder

The billionaire founder of Japanese
clothing retailer Uniglo has said
President Donald Trump's tariffs would
do little to halt a shift of supply chains
from China to south-east Asia and
Africa — but dismissed the notion that
garment manufacturing would return to
the US.

Tadashi Yanai, president of Uniglo’s
owner Fast Retailing, said his company
could fairly easily shift its sourcing
between garment-producing nations
depending on the configuration of
tariffs because the big outsourcers that
make its clothes have globalised their
factory footprints.

He said the trend for clothing
manufacturers to shift production from
China to lower-cost regions would
continue because “the economy, finance
and information have no borders”.

However, he said the American levies
were “unreasonable” and could not be
sustained, and that “if the current tariff
war continues then the big countries
may be OK but for the developing
countries it will be a catastrophe”.

And he insisted that garment
manufacturing would not return to the
US, given that it is primarily a financial
and information economy.

YYanai’'s comments came as Fast
Retailing forecast a 20 per cent drop in
profit for its North American business in
the second half of its financial year
because of additional costs resulting
from the tariffs, although it still expects
a “considerable rise in revenue” in the
region where it has rapidly expanded its
presence to 97 stores.

Fast Retailing expects a 2-3 per cent
tariff hit to group profits in the second
half, although its calculations were
based on the hefty reciprocal tariffs
announced by Trump on April 2, which
have since been paused for 90 days,
and no rise in price for its products.

It upgraded its full-year underlying
profit outlook to ¥545bn ($3.77bn) from
¥540bn, after a second quarter in which
earnings rose 33 per cent to ¥146.7bn.

The company also said the impact of
tariffs would be “limited” by the fact it
had imported significant stock into the
US in advance. Harry Dempsey

in the year, potentially with the new
iPhone launch expected in September,
and that they were likely to be intro-
duced globally, spreading the impact of
the tariffs across consumers worldwide.

Apple could also apply pricing pres-
sure on its suppliers to pass on part of
the impact from tariffs, they said.

A more intractable concern for Apple
is how to navigate Trump’s push for
“made in America” iPhones. The
administration has doubled down on
the idea that Apple can begin manufac-
turing iPhones in the US, which experts
say would not only be astronomically
expensive for the company but also
impractical, given how deep its China
tiesrun.

“Trump believes we have the labour,
we have the workforce, we have the
resources to do it,” White House press
secretary Karoline Leavitt said on Tues-
day, echoing sentiments voiced by com-
merce secretary Howard Lutnick over
the weekend.

It would probably cost Apple “several
billions” of dollars to shift even a por-
tion of itsiPhone supply chain to the US,
according to estimates by Morgan
Stanley analysts. Wedbush analyst Dan
Ives estimated that it would take Apple
three years and $30bn to move just
10 per cent of its supply chain from Asia
tothe US.

“This is a company that has embed-
ded itself in China and south-east Asia
for decades, now seemingly looking at
the prospect of being forced to change
the entire way in which they think about
building and pricing an iPhone,” says

Apple has a small
but growing
footprint in India
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Erik Woodring, analyst at Morgan
Stanley.

The pressure comes despite Apple
pledging in February to hire 20,000 staff
as part of a $500bn US spending plan for
the next four years that includes a new
facility manufacturing servers for artifi-
cialintelligence in Texas.

The fact that Apple does not currently
run its own manufacturing facilities, but
outsources them to Asia-based compa-
nies it has spent two decades and bil-
lions of dollars nurturing with specialist
equipment, adds an additional layer of
complexity.

The assembly of iPhones is currently
done in mainland China by companies
such as Taiwan’s Foxconn and Pegatron
and to a lesser extent in India, where
Tata is building capacity as an Apple
supplier. It is the final step in a vast
chain of Apple suppliers, mostly in Asia.

There are 387 individual parts
involved in final assembly of an iPhone
16, according to market research group
TechlInsights, which include chips, cir-
cuit boards, batteries, wires, lenses,
screens and metal and plastic parts.

Apple’s most recent public supplier
list, which covers the 2023 fiscal year,
shows the 187 companies responsible
for 98 per cent of the company’s direct
spend that year. Of these companies,
169 had a manufacturing presence in
mainland China and Taiwan.

Beyond China, the company faces
pressure all across its supply chain.
Vietnam, a key MacBook exporter, was
hit with 46 per cent tariffs despite an
offer from the country’s government to
slash levies on US goods to zero.

While assembling iPhones in the US
was “technically” possible, said Bank of
America’s Mohan, the question was
“whether the components that are
being sourced to make an iPhone are
going to get tariffed,” he added. “If so,
thenit’samassive headache.”

After a call with executives at Chinese
manufacturer Luxshare, another key
Apple supplier, Bernstein analysts said
it confirmed their view that moving
iPhone assembly to the USwas “imprac-
tical” as it would “remain reliant on
Asian components subject to tariffs”.
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