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EXECUTIVE SUMMARY 
On February 28, 2026, coordinated US-Israeli airstrikes on Iran triggered one of the most consequential 
energy supply disruptions in modern history. Iran's Islamic Revolutionary Guard Corps (IRGC) declared the 
Strait of Hormuz effectively closed to Western-flagged commercial shipping, sending Brent crude surging 
from approximately $73/bbl to a peak of $119.50/bbl within days — a near-65% spike in seven trading 
sessions, rivalling the 1973 Arab Oil Embargo in speed and severity. 
 
For India — the world's third-largest crude oil importer, importing nearly 87% of its oil requirements — this 
represents an existential energy security shock. Approximately 50% of India's crude imports and 90% of its 
LPG imports transit the Strait of Hormuz. With 2.5–2.7 million barrels per day (mbpd) suddenly at risk, the 
country faces a cascading sequence of macroeconomic shocks: rupee depreciation past ₹92/USD, a 
widening current account deficit (CAD), fuel-driven inflation, LPG shortages affecting 330 million 
households, and severe financial stress on state-owned Oil Marketing Companies (OMCs) whose marketing 
margins have imploded. 
 
This report provides a partner-level, deep-dive assessment of the situation across six critical dimensions: the 
geopolitics and mechanics of the Hormuz blockade; India's crude supply vulnerability and available 
alternatives; macroeconomic transmission channels including currency, inflation, and fiscal impact; granular 
financial analysis of the three major OMCs (IOC, BPCL, HPCL); a multi-scenario risk model; and India's 
medium-term strategic pivot towards Russian crude and accelerated renewable energy deployment. 
 

HEADLINE FINDINGS: Brent crude at $116–120/bbl | USD/INR at 92+ | OMC stocks down 7–9% 
| 38 Indian ships stranded in Gulf | SPR cover: ~40–45 days | LPG crisis threatening 330M 
households | US grants 30-day Russian oil waiver to India | Russian crude pivot to 40–45% of 
imports likely 

 

Key Recommendations at a Glance 
•​ Immediate: Activate full SPR drawdown protocols; accelerate Russian crude procurement under the 

30-day US waiver; divert African and US Atlantic cargoes. 
•​ Short-term (0–60 days): Coordinate government-to-government emergency oil deals with UAE (Fujairah 

pipeline), Saudi Arabia, Angola and Nigeria; lobby for partial fuel price revision to protect OMC balance 
sheets. 

•​ Medium-term (60–180 days): Establish long-term Russian crude contracts with rupee-rouble settlement; 
fast-track renewable energy capacity additions to reduce structural oil dependency; activate International 
North-South Transport Corridor (INSTC) for diversified logistics. 

•​ Strategic (6+ months): Accelerate India's 500 GW renewable energy target; develop domestic SPR to 
90-day cover; negotiate bilateral energy agreements with Kazakhstan, Azerbaijan and US LNG suppliers. 
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SECTION 1: GEOPOLITICAL CONTEXT — THE 2026 
US-ISRAEL vs IRAN WAR 

1.1  Timeline of Escalation 
The conflict's origins lie in a long-deteriorating nuclear standoff. After the collapse of the JCPOA revival talks 
in 2025, Iran accelerated uranium enrichment to near-weapons grade (90%). Intelligence reports in early 
2026 indicated Iran was weeks away from a nuclear device. The Israeli government, under existential 
pressure, secured US military partnership for a pre-emptive strike. 
 

Date Event Energy Market Impact 

Feb 28, 2026 Coordinated US-Israeli airstrikes on Iranian 
nuclear sites, IRGC leadership and energy 
infrastructure in Tehran 

Brent crude spikes 10–13% in 
overnight trading to ~$80/bbl 

Mar 1, 2026 IRGC declares Strait of Hormuz closed; Iranian 
drones hit Qatar's Ras Laffan LNG terminal and 
UAE's Jebel Ali port 

Brent surges past $88–90/bbl; 
LNG spot prices surge 40%+ 

Mar 3, 2026 Over 200 ships stranded in Persian Gulf; 150 
vessels waiting outside strait; major shipping 
cos suspend transits 

Brent hits $100/bbl first time in 
40 months; rupee hits ₹92.35 
intraday low 

Mar 4–5, 2026 US CENTCOM destroys 16 Iranian mine-laying 
vessels; war insurance premiums at 6-year 
highs 

Brent oscillates $100–110; 
India announces SPR 
monitoring protocol 

Mar 6, 2026 US grants India 30-day waiver on Russian 
crude sanctions; Indian refiners buy 6–8 mb of 
Russian oil 

WTI surges 8.5% to $81/bbl on 
waiver news; some market 
relief 

Mar 7–8, 2026 Iran threatens broader Gulf energy 
infrastructure; KSA and UAE begin emergency 
pipeline rerouting 

Brent peaks at $119.50/bbl; 
IOCL, BPCL, HPCL fall 7–9% 

Mar 9, 2026 UBS downgrades OMC stocks; crude at $116+; 
rupee at 92.28; 38 Indian ships stranded 

OMC market cap losses; BSE 
Oil & Gas Index down 3% 

Mar 10–11, 2026 Iran declares Hormuz closed only to 
'Western-allied' vessels; China and 
India-flagged ships may transit 

Market partial relief; Brent 
eases toward $108–112 range 

 

1.2  The Strait of Hormuz: Anatomy of a Chokepoint 
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The Strait of Hormuz is a 21-nautical-mile-wide passage between Iran (north) and Oman (south), connecting 
the Persian Gulf to the Gulf of Oman and the Arabian Sea. The navigable channel is only 2–3 nautical miles 
wide in each direction — an extraordinary concentration of global energy flows through an extraordinarily 
narrow corridor. 
 

Metric Quantity Context 

Daily crude/condensate flow 
(2024) 

20 million barrels/day ~20% of global petroleum liquids 
consumption 

Share of global seaborne oil 
trade 

>25% Including products and LNG 

LNG flows through Hormuz ~20% of global LNG trade Primarily Qatar; halted after drone strikes 
on Ras Laffan 

Share going to Asian markets 84% of crude, 83% of LNG China, India, Japan, South Korea are top 
4 buyers 

Combined 
China+India+Japan+S.Korea 
share 

69% of all Hormuz crude 
flows 

All 4 highly exposed to disruption 

India-bound flows (Jan-Feb 
2026) 

2.5–2.7 mbpd ~50% of India's total crude imports 

Vessels stranded in Persian Gulf 200+ ships Including 38 Indian-flagged vessels with 
1,100+ sailors 

Vessels waiting outside strait 150+ tankers Unable to enter due to IRGC warnings 
and insurance collapse 

 

1.3  Why the Blockade Is 'Effective' Despite Being Partial 
A critical insight for decision-makers: the Strait of Hormuz is technically not physically blocked in the 
traditional sense. Rather, a functional blockade has been achieved through three simultaneous mechanisms: 
 

•​ Insurance collapse: War risk insurance premiums have surged to 6-year highs, making transit 
economically unviable for most operators. The practical effect on cargo flows is equivalent to a physical 
blockade. 

•​ Shipping company withdrawal: MSC, Maersk and Hapag-Lloyd have suspended transits. Without major 
carriers, even willing tanker operators lack integrated supply chains. 

•​ Regulatory exclusion: Iran's IRGC has issued explicit warnings that US, Israeli, European and 
allied-flagged vessels risk 'direct military action.' Ships flying these flags simply cannot transit. 

•​ Mine-laying threat: US CENTCOM destroyed 16 Iranian mine-laying vessels, but the mere threat of mines 
has kept insurance prices elevated. Mine-clearance operations can take weeks to months. 
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ANALYST NOTE: Even if Iran formally reopens the Strait tomorrow, the insurance, shipping 
company and mine-clearance lag means flows will not return to normal for at least 2–6 weeks 
post-announcement. The functional disruption extends well beyond any ceasefire. 

 

1.4  Partial Differentiation: Iran's Selective Blockade Strategy 
In a strategically significant development on March 5–6, Iran's IRGC announced that the Strait would remain 
closed specifically to 'Western-allied' vessels. Chinese-flagged ships were explicitly given passage rights — 
interpreted as a gesture recognising Beijing's diplomatic neutrality. India-flagged ships occupy an ambiguous 
middle ground, with Iran signalling potential passage for Indian vessels given New Delhi's historical 
non-Western alignment. This selective blockade reflects Iran's sophisticated use of energy as geopolitical 
leverage — rewarding neutral powers and punishing military allies, rather than maximising physical 
disruption per se. 
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SECTION 2: INDIA'S CRUDE SUPPLY VULNERABILITY — 
A STRUCTURAL DIAGNOSIS 

2.1  India's Oil Import Architecture Pre-Crisis (2025 Baseline) 
India's crude import dependency is deep and structurally concentrated. As the world's third-largest oil 
consumer and importer, India sources approximately 87% of its crude requirements externally. The 
pre-conflict import basket as of early 2026: 
 

Source Region / Country Share of Imports 
(FY2026E) Volume (mbpd) Hormuz Exposure 

Russia ~33–40% ~1.0–1.7 mbpd None (Arctic/Baltic 
routes) 

Iraq ~22% ~1.1 mbpd 100% (all through 
Hormuz) 

Saudi Arabia ~16% ~0.8 mbpd ~60% (partial UAE 
pipeline bypass) 

UAE ~8% ~0.4 mbpd ~50% (Fujairah pipeline 
bypass available) 

Kuwait ~5% ~0.25 mbpd 100% (all through 
Hormuz) 

USA ~4% ~0.2 mbpd None 

Nigeria/Angola (Africa) ~5% ~0.25 mbpd None 

Others (Libya, Mexico, Brazil) ~5% ~0.25 mbpd Minimal 

TOTAL 100% ~4.8–5.0 mbpd ~50% at risk 
 

2.2  The 50% Exposure Problem 
India's Hormuz exposure has climbed steadily — from approximately 35% in 2022 to nearly 50% by early 
2026 — driven by declining Russian imports under US sanctions pressure and increased Gulf sourcing. This 
structural shift, paradoxically encouraged by Washington to wean India off Russian oil, has left India acutely 
vulnerable precisely as a US-driven conflict closes the very chokepoint that its Middle Eastern imports 
depend upon. 
 

STRATEGIC IRONY: US pressure to reduce Russian oil imports — which would have kept 
India's Hormuz exposure lower at ~35% — contributed directly to India's heightened 
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vulnerability in a crisis triggered by US military action. India's current energy predicament is 
partly a consequence of responding to US geopolitical pressure. 

 

2.3  LPG: The Most Acute Vulnerability 
While crude oil receives most attention, India's LPG situation represents the most immediate humanitarian 
crisis: 
 

•​ India is the world's second-largest LPG importer, consuming 31.3 million metric tons in FY2025. 
•​ India can meet only 41% of domestic LPG demand from domestic supply, importing 67% (approximately 

21 million MT annually). 
•​ Critically, approximately 90% of these LPG imports transit through the Strait of Hormuz — the highest 

Hormuz dependency of any of India's energy import categories. 
•​ 330 million Indian households (over 95% of urban cooking fuel users) depend on LPG as their primary 

cooking fuel. 
•​ The Ministry of Petroleum and Natural Gas has directed refineries to prioritise LPG supply to households, 

creating rationing pressure on commercial users. 
•​ Mumbai's AHAR hotel/restaurant lobby warns of 10,000+ establishment closures; Tamil Nadu anticipates 

mass shutdown of commercial cooking establishments by mid-March. 
 

Energy Product Import Share Hormuz Transit 
% Days of Reserve Crisis Level 

Crude Oil 87% imported ~50% 40–45 days HIGH 

LPG 67% imported ~90% 10–15 days CRITICAL 

LNG / Natural Gas ~35% imported ~53% 7–10 days CRITICAL 

Petroleum Products (Jet 
fuel, Diesel) 

~10% imported ~30% 25 days MODERATE 

Naphtha ~40% imported ~45% 20 days HIGH 
 

2.4  India's Strategic Petroleum Reserve (SPR) — The Buffer 
India maintains three underground rock cavern SPR facilities — at Mangalore (Karnataka), Padur 
(Karnataka), and Visakhapatnam (Andhra Pradesh) — with a combined usable capacity of approximately 
5.33 million metric tons (approximately 39 million barrels). Combined with commercial crude stocks held at 
refineries: 
 

•​ Total combined crude stocks (commercial + SPR): approximately 100 million barrels as of March 2026 
(per Kpler data). 
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•​ This provides approximately 40–45 days of import cover at the 2.5–2.7 mbpd Hormuz-sourced import 

rate. 
•​ India also maintains approximately 25 days of petrol and diesel product inventory, providing additional 

downstream buffer. 
•​ CRITICAL CAVEAT: SPR drawdown takes 2–3 weeks to bring into the refinery system at full rate. Early 

activation is essential. 
 

RECOMMENDATION: India must activate SPR drawdown NOW — the 40–45 day clock is 
operational, not theoretical. Waiting 2 additional weeks reduces effective cover to only 25–30 
days, below the International Energy Agency's recommended 90-day standard. 

 

2.5  Alternative Supply Routes — Feasibility Assessment 

Alternative Source Incremental 
Volume Potential 

Lead Time to 
India 

Price Premium 
Est. Feasibility 

Russian crude (stranded 
tankers) 

6–8 mb immediately; 
40–45% of basket 
LT 

Already at sea; 
7–15 days reroute 

Discount possible; 
US waiver 
dependent 

HIGH — Top 
Priority 

UAE Fujairah Pipeline 
bypass 

Up to 1.5 mbpd 
(pipeline capacity) 

Ships from 
Fujairah = 
Hormuz bypass 

Minimal; logistics 
cost only 

HIGH — 
Already 
operational 

Saudi Arabia East-West 
Pipeline to Red Sea 

Up to 5 mbpd 
capacity 

Red Sea route to 
India adds 5–7 
days 

Minimal; 
operational risk 
from Houthis 

MODERATE 

US Atlantic crude (WTI / 
Eagle Ford) 

0.3–0.5 mbpd 
incremental 
near-term 

30–35 days 
voyage 

Market price + 
freight premium 

MODERATE 

West Africa (Nigeria, 
Angola) 

0.3–0.5 mbpd 
incremental 

20–25 days 
voyage 

Market price + 
insurance 
premium 

MODERATE 

Latin America (Brazil, 
Venezuela) 

0.2–0.4 mbpd 
incremental 

35–45 days 
voyage 

30–45 day 
delivery lag 
unworkable 
short-term 

LOW 
short-term 

Kazakhstan (via Caspian 
/ INSTC) 

0.1–0.2 mbpd 
potentially 

INSTC route 
unproven at scale 

High logistics 
cost; 
infrastructure 
gaps 

LOW 
near-term 
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SECTION 3: MACROECONOMIC TRANSMISSION — 
RUPEE, INFLATION & FISCAL STRESS 

3.1  The Oil Price–Macroeconomy Transmission Model 
India's macroeconomic vulnerability to oil price shocks operates through four primary transmission channels: 
(1) current account deficit widening, (2) currency depreciation, (3) cost-push inflation, and (4) fiscal 
deterioration through subsidy obligations. Each channel amplifies the others in a self-reinforcing spiral. 
 

MORGAN STANLEY KEY METRIC: Every $10/bbl rise in oil price widens India's current 
account deficit by approximately 50 basis points of GDP. At current $116–120/bbl (vs 
pre-conflict ~$73/bbl), a sustained shock implies CAD widening of approximately 2.0–2.2 
percentage points of GDP. 

 

3.2  Currency Dynamics: The Rupee Under Siege 
The Indian rupee has come under intense pressure since the conflict erupted on February 28. The interplay 
of oil import bill expansion, FII equity outflows, and general risk-off sentiment in emerging markets has 
created a perfect storm for the currency. 
 

Date / Period USD/INR Rate Key Driver RBI Action 

Pre-conflict (Jan 2026) ₹86.5 / USD Baseline; stable Normal operations 

Feb 28 – Mar 2, 2026 ₹88.5 – 89.5 / USD Initial shock; oil spike to $80-88 FX intervention 

Mar 3 – 4, 2026 ₹91.5 – 92.35 / USD Full market panic; Brent at $100+; 
FII outflows Rs 2L cr+ 

Heavy FX 
reserves 
deployment 

Mar 5 – 7, 2026 ₹91.8 – 92.3 / USD Oil at $108–116; inflation fears; FII 
net sellers 

Emergency MSS 
operations 

Mar 9 – 11, 2026 ₹92.0 – 92.3 / USD UBS OMC downgrades; Brent near 
$112; continued pressure 

Dual intervention 
+ rate signal 

Scenario: Sustained 
Blockade (30+ days) 

₹94 – 97 / USD 
projected 

Full CAD impact; sustained FII 
outflows; rating outlook 

Possible 
emergency rate 
hike 

Scenario: Conflict 
Resolution 

₹88 – 90 / USD 
projected 

Oil normalises to $80–85; FII return; 
relief rally 

Gradual 
normalisation 

 

3.3  Inflation Impact — The Cost-Push Spiral 
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A sustained oil price shock of this magnitude transmits across the Indian economy through multiple cost 
channels. Based on historical precedent from the 2008 oil shock (India CPI >9%), the 2013 taper tantrum, 
and RBI modelling: 
 

Inflation Channel Mechanism Estimated Impact 
on CPI Timeline 

Direct fuel (petrol/diesel) If retail prices raised by Rs 
10–15/litre 

+0.8 – 1.2 pp CPI Immediate if prices 
revised 

LPG / cooking fuel LPG price hike likely Rs 
150–200/cylinder; 330M HH 
affected 

+0.4 – 0.6 pp CPI 1–4 weeks 

Transportation / logistics Diesel cost pass-through to 
freight, trucking; supply chain 
costs 

+0.5 – 0.8 pp CPI 4–8 weeks 

Food inflation Higher fertiliser prices 
(gas-derived); agricultural 
transport costs; LPG cooking 
cost 

+0.6 – 1.0 pp CPI 6–12 weeks 

Petrochemicals / Plastics Naphtha and feedstock cost 
surge; packaging, FMCG 
impacts 

+0.2 – 0.3 pp CPI 4–10 weeks 

Power (gas peakers) High LNG spot price; grid gas 
cost surge; possible 
load-shedding 

+0.1 – 0.2 pp CPI Immediate 

TOTAL ESTIMATED CPI 
IMPACT 

Sustained $116/bbl scenario 
(vs $73 baseline) 

+2.6 – 4.1 pp CPI Full effect in 3–6 
months 

 
Pre-crisis CPI was trending near 4.2% (within RBI's comfort band). A 2.6–4.1 pp shock would push CPI to 
6.8–8.3%, well above the RBI's 6% tolerance ceiling, likely triggering emergency monetary policy action 
despite the growth implications of rate hikes in a supply-shock context. 
 

3.4  Fiscal Impact — Subsidy Burden & Revenue Dynamics 
The Indian government faces a painful fiscal trilemma: allowing retail fuel price hikes (inflationary and 
politically costly), absorbing costs via OMC balance sheets (financially unsustainable), or direct budget 
subsidies (fiscally damaging during a revenue-stressed year). 
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Fiscal Parameter Pre-Crisis (FY26 
Budget) 

Crisis Scenario 
Estimate Delta 

Oil import bill (annual) $155 bn (~Rs 13.4L cr) $235–265 bn (~Rs 
21–24L cr) 

+$80–110 bn 
(+50–70%) 

Petro excise revenue (GOI) ~Rs 2.8L cr annual Rs 2.5–2.6L cr (volumes 
may dip) 

-Rs 0.2–0.3L cr 

LPG subsidy (DBTL allocation) ~Rs 0.4L cr Rs 1.2–1.8L cr if prices 
not raised 

+Rs 0.8–1.4L 
cr 

OMC equity capital support 
needed (risk) 

~Rs 0 (profitable 
baseline) 

Rs 0.5–1.5L cr (under 
adverse scenario) 

New contingent 
liability 

Fiscal deficit pressure 4.9% of GDP target 5.6–6.3% of GDP 
(without corrective 
action) 

+0.7–1.4 pp 
GDP 

Current Account Deficit ~1.2% of GDP baseline ~3.0–3.5% of GDP 
(sustained $115+ oil) 

+1.8–2.3 pp 
GDP 

 

3.5  Sectoral GDP Impact 

Sector GDP Weight Oil Sensitivity Estimated Impact 
(Sustained Shock) 

Transportation & Logistics 6.5% of GDP Very High — direct 
diesel cost 

-0.8 to -1.5 pp sectoral 
growth 

Agriculture 18% of GDP High — fertiliser, 
tractor diesel, cold 
chain 

-0.4 to -0.8 pp sectoral 
growth 

Manufacturing 
(energy-intensive) 

17% of GDP High — feedstock, 
energy costs 

-0.5 to -1.0 pp sectoral 
growth 

Retail & FMCG 8% of GDP Moderate — cost 
pass-through, demand 
erosion 

-0.3 to -0.6 pp sectoral 
growth 

Aviation 0.5% of GDP Very High — jet fuel 
25–35% of OpEx 

Severe; IndiGo, Air India 
under acute stress 

Chemicals & Petrochemicals 2% of GDP Very High — 
naphtha/gas feedstock 

-1.0 to -2.0 pp sectoral 
growth 
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Sector GDP Weight Oil Sensitivity Estimated Impact 
(Sustained Shock) 

IT / Services / Finance 45% of GDP Low-Moderate — 
indirect (wage inflation, 
demand) 

-0.2 to -0.4 pp sectoral 
growth 

Overall GDP Impact 100% — -0.8 to -1.5 pp FY27 real 
GDP growth 
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SECTION 4: INDIAN OIL MARKETING COMPANIES — 
FINANCIAL DEEP DIVE 

4.1  OMC Business Model & Oil Price Sensitivity — Framework 
India's three state-owned OMCs — Indian Oil Corporation (IOC/IOCL), Bharat Petroleum Corporation 
Limited (BPCL) and Hindustan Petroleum Corporation Limited (HPCL) — operate in an integrated 
downstream model encompassing crude oil refining, product marketing/retail, and pipeline transportation. 
Their financial structure creates a mechanically negative leverage to oil price surges: 
 

•​ Refining margin (GRM): Spread between crude input cost and refined product sales price. Typically 
benefits from higher crack spreads during supply disruptions. 

•​ Marketing margin: Difference between product procurement cost and controlled retail selling price (petrol, 
diesel, LPG). This is the key source of vulnerability — retail prices are politically constrained. 

•​ The Fatal Asymmetry: When crude surges, GRMs can improve, but if retail prices remain capped, 
marketing margins are crushed. For OMCs that market (retail) far more than they refine, the net effect is 
strongly negative. 

 
UBS KEY METRIC: Marketing-to-retailing ratios (sales to production) — HPCL: 2.2x | IOC: 1.2x 
| BPCL: 1.2x. HPCL is most negatively exposed because it sells 2.2 barrels for every 1 it 
refines, meaning marketing margin collapse crushes it far more than GRM improvement 
helps. 

 

4.2  Indian Oil Corporation (IOC/IOCL) — Detailed Analysis 
Company Profile 
IOC is India's largest company by revenue and the dominant downstream oil entity. It operates 11 refineries 
with a combined crude throughput capacity of approximately 80 million metric tons per annum (MMTPA), 
representing ~35% of India's total refining capacity. IOC also holds the largest retail network with 36,000+ 
fuel stations. 
 

Financial Metric FY2025 Actuals FY2026E 
(Pre-crisis) 

FY2026E (Crisis 
Scenario) 

FY2027E 
(Sustained) 

Revenue (Rs cr) 8,20,000 8,40,000 9,80,000 (higher 
crude cost 
passthrough) 

9,20,000 – 
10,50,000 

Gross Refining Margin 
($/bbl) 

$7.5–8.0 $7.0–7.5 $11.0–13.0 (crack 
spread surge) 

$9.0–11.0 
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Financial Metric FY2025 Actuals FY2026E 
(Pre-crisis) 

FY2026E (Crisis 
Scenario) 

FY2027E 
(Sustained) 

Marketing Margin (Rs/litre - 
petrol/diesel avg) 

Rs 3.8 – 4.2 Rs 3.5 – 4.0 Rs -1.5 to -3.5 (if 
prices capped) 

Rs 0.5 – 2.5 
(partial revision 
assumed) 

EBITDA (Rs cr) 22,000 – 25,000 23,000 – 26,000 14,000 – 18,000 
(estimate) 

16,000 – 22,000 

PAT (Rs cr) 12,000 – 14,000 13,000 – 15,000 7,000 – 10,000 
(–35 to –50%) 

9,000 – 13,000 

Net Debt (Rs cr) 90,000 – 1,00,000 85,000 – 95,000 1,10,000 – 
1,25,000 (working 
capital surge) 

TBD 

Stock Price (Pre-crisis, Jan 
2026) 

Rs 185 –195 — — — 

Stock Price (Mar 9, 2026) — — Rs 156.30 (–7.3% 
single day) 

UBS TP: Rs 175 

UBS Rating Change — — Downgraded: 
BUY → 
NEUTRAL 

FY27E PAT cut: 
–19% 

 

IOC — Key Risk Factors 
•​ Crude sourcing diversification advantage: IOC's Panipat, Mathura and Gujarat refineries have configured 

flexibility for Russian ESPO/Urals grades, providing relatively faster ability to ramp Russian crude. 
•​ Pipeline infrastructure: IOC controls India's largest petroleum product pipeline network — an advantage 

for inland distribution but also a capital-intensive liability during a high-cost environment. 
•​ Working capital stress: A $40/bbl crude price increase on IOC's throughput of ~80 MMTPA implies 

approximately Rs 28,000–32,000 cr incremental annual working capital financing need — at a time when 
borrowing costs are elevated. 

•​ Retail price revision: IOC's marketing margins have likely swung from +Rs 3.5–4/litre to potentially -Rs 2 
to -Rs 3/litre on auto fuels if crude stays above $100 and retail prices are not revised. 

 

4.3  Bharat Petroleum Corporation Limited (BPCL) — Detailed Analysis 
Company Profile 
BPCL operates four major refineries — Mumbai, Kochi, Bina (Madhya Pradesh) and Numaligarh (Assam) — 
with a combined refining capacity of approximately 40.5 MMTPA. It is the second-largest OMC by revenues 
and the most internationally diversified, with upstream E&P assets in Mozambique, Brazil and UAE. BPCL's 
privatisation was aborted in 2021 but periodically resurfaces as a policy option. 
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Financial Metric FY2025 Actuals FY2026E 
(Pre-crisis) 

FY2026E (Crisis 
Scenario) 

FY2027E 
(Sustained) 

Revenue (Rs cr) 4,60,000 – 
4,80,000 

4,70,000 – 
4,90,000 

5,40,000 – 
6,00,000 

5,00,000 – 
5,80,000 

Gross Refining Margin 
($/bbl) 

$6.5 – 7.5 $6.0 – 7.0 $9.5 – 12.5 
(product crack 
surge) 

$8.0 – 10.0 

Marketing Margin (blended) Rs 3.5 – 4.0 /litre Rs 3.0 – 3.8 /litre Rs -2.0 to -4.0 
/litre (if prices 
capped) 

Rs 0 – 2.0 /litre 

EBITDA (Rs cr) 18,000 – 21,000 19,000 – 22,000 10,000 – 14,000 13,000 – 19,000 

PAT (Rs cr) 10,000 – 12,000 11,000 – 13,000 6,000 – 8,500 
(–30 to –45%) 

8,000 – 12,000 

Net Debt (Rs cr) 38,000 – 42,000 35,000 – 40,000 52,000 – 62,000 
(working capital) 

TBD 

Stock Price (Pre-crisis) Rs 430 – 450 — — — 

Stock Price (Mar 9, 2026) — — Rs 322.95 (–8.4% 
single day) 

UBS TP: Rs 365 
(from Rs 425) 

UBS Rating Change — — Downgraded: 
BUY → 
NEUTRAL 

FY27E PAT cut: 
–6% vs 
consensus 

 

BPCL — Key Risk Factors 
•​ Mumbai refinery exposure: Mumbai (Mahul) refinery processes high-sulphur Middle Eastern crude — its 

feedstock is maximally exposed to Hormuz disruption. Short-term reconfiguration to Russian or African 
grades possible but with yield penalties. 

•​ E&P upstream cushion: BPCL's 10% stake in Mozambique's Rovuma LNG project and Brazilian offshore 
assets provide some hedge — higher oil prices boost upstream realisation — but upstream cash flows 
are insufficient to offset downstream marketing losses at current scale. 

•​ Kochi refinery LNG integration: Kochi refinery is linked to the Kerala RGPPL LNG terminal — provides 
some natural gas feedstock diversification, but at now-spiked LNG spot prices. 

•​ Privatisation optionality: A prolonged crisis that severely damages BPCL's balance sheet could reignite 
privatisation discussion, though political environment makes near-term divestment unlikely. 

 

4.4  Hindustan Petroleum Corporation Limited (HPCL) — Detailed Analysis 
Company Profile 
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HPCL is the most vulnerable of the three OMCs in this crisis. With two major refineries (Mumbai and 
Visakhapatnam) of combined capacity approximately 23.8 MMTPA, HPCL is the smallest refiner but the 
largest marketer relative to its own production — with a marketing-to-production ratio of 2.2x. This structural 
mismatch makes HPCL disproportionately exposed to any marketing margin compression. HPCL is 54.9% 
owned by ONGC, which provides some parent support capacity. 
 

Financial Metric FY2025 Actuals FY2026E 
(Pre-crisis) 

FY2026E (Crisis 
Scenario) 

FY2027E 
(Sustained) 

Revenue (Rs cr) 4,30,000 – 
4,50,000 

4,40,000 – 
4,60,000 

5,00,000 – 
5,50,000 

4,70,000 – 
5,30,000 

Gross Refining Margin 
($/bbl) 

$5.5 – 6.5 $5.0 – 6.0 $8.5 – 11.0 $7.0 – 9.0 

Marketing Margin (blended) Rs 3.0 – 3.5 /litre Rs 2.8 – 3.2 /litre Rs -3.0 to -5.0 
/litre (catastrophic 
if uncapped) 

Rs -0.5 to +1.5 
/litre 

EBITDA (Rs cr) 12,000 – 15,000 13,000 – 16,000 4,000 – 8,000 
(severe 
compression) 

6,000 – 12,000 

PAT (Rs cr) 6,000 – 8,000 7,000 – 9,000 1,000 – 4,000 
(–70 to –85% risk) 

3,000 – 7,000 

Net Debt (Rs cr) 58,000 – 65,000 55,000 – 62,000 80,000 – 95,000 
(acute working 
capital) 

TBD; covenant 
risk 

Stock Price (Pre-crisis) Rs 560 – 580 — — — 

Stock Price (Mar 9, 2026) — — Rs 370.10 (–8.7% 
single day) 

UBS TP: Rs 340 
(SELL; from Rs 
540) 

UBS Rating Change — — Downgraded: 
NEUTRAL → 
SELL 

FY27E PAT cut: 
–46% vs 
consensus 

 

HPCL — Critical Risk Assessment 
•​ HPCL is rated SELL by UBS — the most negative stance of the three OMCs — reflecting that its 2.2x 

marketing-to-production ratio makes it the most negatively leveraged to the marketing margin collapse. 
•​ Debt covenant risk: HPCL's net debt approaching Rs 80,000–95,000 cr under working capital pressure 

could breach debt covenants, potentially triggering accelerated repayment clauses or credit facility 
reviews. 

 
India Energy & Oil Crisis 2026  |  Page 16 

 



 

 

March 11, 2026 

 
•​ ONGC parent support: ONGC (which owns 54.9% of HPCL) itself benefits from higher oil prices 

(upstream realisation), potentially providing inter-company liquidity support. However, the windfall tax 
mechanism partially caps ONGC's upstream upside. 

•​ Vizag refinery exposure: Vizag refinery is configured for Middle Eastern sour crude — feedstock 
disruption forces expensive short-term grade shifting or crude purchases at a premium. 

 

4.5  Comparative OMC Scorecard — Crisis Impact Summary 

Metric IOC BPCL HPCL Worst 
Affected 

Marketing/Production Ratio 1.2x 1.2x 2.2x HPCL 

Refining Capacity (MMTPA) 80.0 40.5 23.8 N/A 

Net Debt Pre-Crisis ~Rs 92,000 cr ~Rs 38,000 cr ~Rs 60,000 cr IOC 
(absolute); 
HPCL 
(leverage 
ratio) 

Stock Price Decline (Mar 9) –7.3% –8.4% –8.7% HPCL 

UBS FY27E PAT Cut –19% –6% –46% HPCL 

UBS Rating Neutral Neutral Sell HPCL 

UBS Target Price Revision Rs 190→175 Rs 425→365 Rs 540→340 HPCL 
(–37% TP 
cut) 

Middle East Crude Exposure High (Mathura, 
Panipat) 

Very High 
(Mumbai refinery) 

Very High (Vizag, 
Mumbai) 

HPCL / 
BPCL 

Russian Crude Ramp-up 
Flexibility 

High Moderate Moderate IOC best 
positioned 
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SECTION 5: SCENARIO MODELLING — THREE PATHS 
FORWARD 

5.1  Scenario Architecture 
We model three scenarios based on conflict duration, Hormuz status, oil price trajectory, and geopolitical 
resolution. These are probabilistic scenarios, not predictions. Each has distinct implications for India's 
macroeconomic stability, OMC finances, and strategic energy posture. 
 

SCENARIO A: SHORT CONFLICT (3–4 Weeks)  ——  Probability: 35–40% 

THESIS: US-Israeli military objectives achieved within 3–4 weeks; Iranian leadership 
succession leads to de-escalation; Strait partially reopens within 30 days; OPEC+ emergency 
output increase bridges gap. 

 
Parameter Scenario A Assumptions Scenario A Outcomes 

Conflict Duration 3–4 weeks from Feb 28 Ceasefire by late March 2026 

Hormuz Status Partial reopening by late March; full by 
mid-April 

~30 day effective disruption to full 
flows 

Brent Crude (peak) $115–120/bbl Retreats to $85–95/bbl by April-May 

Brent Crude (FY27 
average) 

$80–90/bbl Elevated but manageable 

USD/INR (peak) ₹92–93 Retreats to ₹88–90 by Q1 FY27 

India CPI Impact +1.5 to +2.0 pp peak additional CPI Moderates as oil price eases 

India CAD (FY27) ~2.0–2.5% of GDP Manageable; BoP pressures 
moderate 

OMC Financial Impact FY27 PAT cuts 20–35%; GRM partially 
offsets 

Recovery trajectory visible by Q2 
FY27 

SPR drawdown needed 15–20 days equivalent SPR broadly intact; limited strategic 
damage 

India GDP Impact (FY27) –0.4 to –0.6 pp vs baseline Growth remains 6.0–6.4% 

Rupee / Rates Response RBI holds rates; uses FX reserves No emergency rate hike needed 
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SCENARIO B: EXTENDED CONFLICT (2–4 Months)  ——  Probability: 
40–45% 

THESIS: Conflict grinds on through May-June 2026; Iranian asymmetric tactics (mines, drone 
attacks on Gulf infrastructure) persist; Strait remains functionally disrupted despite partial US 
naval escort operations; OPEC+ spare capacity partially deployed. 

 
Parameter Scenario B Assumptions Scenario B Outcomes 

Conflict Duration 2–4 months; low-grade conflict with 
flare-ups 

No clear military resolution by end of 
Q1 FY27 

Hormuz Status Functionally restricted for 60–120 days; 
selective passage for non-Western 
vessels 

India-flagged ships navigate with risk 
premium 

Brent Crude (average Q1 
FY27) 

$105–118/bbl sustained Severe pressure throughout FY27 
H1 

USD/INR (sustained) ₹92–95 range RBI burns reserves; possible capital 
flow measures 

India CPI Impact +2.5 to +3.5 pp sustained RBI forced into rate hike cycle 

India CAD (FY27) ~3.0–3.5% of GDP Significant BoP stress; FX reserves 
drawdown $40–60 bn 

OMC Financial Impact FY27 PAT: IOC –35%, BPCL –40%, 
HPCL –65%+ 

HPCL: near-breakeven; government 
support likely 

SPR drawdown needed Full SPR deployed; emergency 
replenishment needed 

India below IEA 90-day standard 
within 8–10 weeks 

Russia crude ramp-up India imports at 40–45% from Russia US waiver extended or India defies 
sanctions 

India GDP Impact (FY27) –0.8 to –1.5 pp vs baseline Growth falls to 5.0–5.8% real 

Fuel price revision Petrol/diesel raised Rs 10–15/litre; LPG 
Rs 150–200/cyl 

Inevitable to protect OMC solvency 

Monetary Policy 
Response 

RBI rate hike 25–50 bps; MSS bonds 
issued 

Growth-inflation dilemma; policy 
tightening 

 

SCENARIO C: PROTRACTED CONFLICT / REGIONAL WAR EXPANSION (4+ 
Months)  ——  Probability: 15–20% 
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EXTREME RISK: Conflict expands beyond Iran — Saudi Arabia, UAE or Gulf states drawn in; 
major energy infrastructure destroyed (Ras Tanura, Abqaiq, Jebel Ali); oil spikes to 
$150–200/bbl; India faces acute energy shortage, not just price shock. 

 
Parameter Scenario C Assumptions Scenario C Outcomes 

Conflict Duration 4–8+ months; possible Gulf-wide 
conflict 

Geopolitical reshaping of Middle East 
order 

Hormuz Status Closed indefinitely; physical 
damage to tanker fleet 

Supply chain reconstruction takes 6–12 
months 

Brent Crude $150–200+/bbl; some scenarios 
$250–300/bbl 

Worst oil shock since World War II; 
demand destruction 

USD/INR ₹96–105 / USD (uncharted 
territory) 

Currency crisis; emergency IMF 
consultation not ruled out 

India CPI +5 to +8 pp; food+fuel 
hyperinflation risk 

CPI potentially 10–12%; RBI in 
impossible position 

India CAD 4.5–6% of GDP; BoP crisis 
territory 

FX reserves depleted within 4–5 months 
at burn rate 

OMC Financial Status HPCL: technically insolvent without 
bailout; IOC/BPCL: severe distress 

Government nationalisation/equity 
infusion mandatory 

SPR status Completely depleted; 0 buffer by 
month 3–4 

Mandatory fuel rationing; CNG/electric 
prioritisation 

Russian crude 
dependency 

India at 55–60% Russian crude; 
geopolitical isolation risk 

Secondary sanctions risk; India faces 
US-Russia-India triangle 

Renewable energy 
emergency ramp 

Emergency 50 GW solar tender 
launched; storage procurement 

INR 3–5 lakh crore emergency energy 
programme 

India GDP Impact –2.5 to –4.0 pp; recession risk in 
H2 FY27 

Growth collapses to 3.5–4.5% real; 
employment shock 

Government response Emergency Energy Act invoked; 
strategic reserves shared; 
international coalition 

National energy emergency declared 

 

 
India Energy & Oil Crisis 2026  |  Page 20 

 



 

 

March 11, 2026 

 

SECTION 6: RISK HEAT MAP — INDIA ENERGY SECTOR 

6.1  Master Risk Register 
Risk Category Specific Risk Probability Severity Heat Level Time Horizon 

Supply Strait of Hormuz full closure 
>60 days 

Medium (40%) Critical 🔴 CRITICAL 0–60 days 

Supply LPG supply crunch triggers 
household rationing 

High (75%) High 🔴 CRITICAL 0–30 days 

Supply SPR depletion below 15-day 
cover 

Medium (35%) Critical 🟠 HIGH 30–90 days 

Supply Russian crude 
payment/logistics disruption 

Low-Med (25%) High 🟠 HIGH 30–90 days 

Price Brent sustains above $120/bbl 
for 30+ days 

Medium (40%) Critical 🔴 CRITICAL Immediate 

Price Brent spikes above $150/bbl 
(Scenario C) 

Low (20%) Extreme 🔴 CRITICAL Tail risk 

Currency USD/INR breaches ₹95 and 
sustains 

Low-Med (25%) High 🟠 HIGH 30–60 days 

Fiscal OMC marketing losses require 
government bailout 

Medium (45%) High 🟠 HIGH 60–120 days 

Fiscal Subsidy bill exceeds Rs 2L cr 
emergency allocation 

Medium-High 
(55%) 

High 🔴 CRITICAL 30–90 days 

Financial HPCL debt covenant breach Low-Med (30%) High 🟠 HIGH 60–90 days 

Inflation CPI breaches 8% for 
consecutive months 

Medium (40%) High 🔴 CRITICAL 45–120 days 

Geopolitical Conflict expands to KSA or 
UAE energy infrastructure 

Low (15–20%) Extreme 🔴 CRITICAL Tail risk 

Geopolitical India-US rupture over Russian 
crude purchases 

Low-Med (25%) High 🟠 HIGH 30–90 days 

Geopolitical India-flagged ships attacked in 
Persian Gulf 

Low (15%) High 🟡 MEDIUM Immediate 

Structural Long-term crude import 
basket overconcentration 

High (70%) Medium 🟡 MEDIUM Structural 
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Risk Category Specific Risk Probability Severity Heat Level Time Horizon 

Transition Renewable energy 
acceleration costs; grid 
instability 

Medium (35%) Low 🟢 LOW Long-term 

 

6.2  OMC-Specific Risk Heat Map 
Risk IOC BPCL HPCL 

Marketing margin collapse (retail 
price cap) 

🟠 HIGH 🔴 CRITICAL 🔴 CRITICAL 

Working capital surge / debt 
level 

🟠 HIGH 🟡 MEDIUM 🔴 CRITICAL 

Middle East crude feedstock 
disruption 

🟠 HIGH 🔴 CRITICAL 🔴 CRITICAL 

Russian crude ramp-up speed 🟢 LOW RISK 
(fastest) 

🟡 MEDIUM 🟡 MEDIUM 

LPG under-recovery losses 🟠 HIGH 🟠 HIGH 🔴 CRITICAL 

GRM improvement (partial 
offset) 

🟡 MEDIUM 
BENEFIT 

🟡 MEDIUM 
BENEFIT 

🟢 LOWER BENEFIT 

Debt covenant / credit rating risk 🟢 LOW 🟢 LOW 🟠 HIGH 

Stock price downside risk 🟡 MEDIUM 
(–15–25%) 

🟡 MEDIUM 
(–20–30%) 

🔴 HIGH (–35–50%) 

Government equity support 
likelihood 

🟢 LOW NEED 🟡 MEDIUM 🔴 HIGH 
LIKELIHOOD 

 

6.3  Sectoral Contagion Risk Map 
The oil shock cascades through the Indian economy in identifiable transmission waves: 
 

Wave Sectors Affected Mechanism Timeline Risk Level 

Wave 1: Direct OMCs, Aviation, Road 
Freight, Shipping 

Direct crude/product cost Day 0 – 30 🔴 CRITICAL 

Wave 1: Direct Petrochemicals, 
Chemicals, Plastics 

Naphtha/ethylene feedstock 
cost 

Day 0 – 30 🔴 CRITICAL 
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Wave Sectors Affected Mechanism Timeline Risk Level 

Wave 2: Indirect FMCG, Retail, Consumer 
Goods 

Logistics/packaging cost 
pass-through 

Day 15 – 60 🟠 HIGH 

Wave 2: Indirect Agriculture, Fertilisers, 
Food 

Fertiliser cost, agri diesel, cold 
chain 

Day 15 – 60 🟠 HIGH 

Wave 3: Macro Banking & Finance 
(credit quality) 

OMC loan quality, 
SME/transport NPAs 

Day 30 – 120 🟠 HIGH 

Wave 3: Macro Real Estate (cement, 
steel) 

Energy cost in production + 
demand slowdown 

Day 45 – 120 🟡 MEDIUM 

Wave 4: 
Sentiment 

Broad Equity Markets FII outflows, growth 
downgrade, risk-off 

Ongoing 🟠 HIGH 

Wave 4: 
Sentiment 

INR / Sovereign Bonds CAD widening, FPI exit, rating 
concern 

Ongoing 🟠 HIGH 
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SECTION 7: INDIA'S STRATEGIC PIVOT — RUSSIAN 
CRUDE & RENEWABLE ENERGY 

7.1  The Russian Crude Dimension: History, Disruption & Reversal 
The Russia-Ukraine war of 2022 was the first major reshaping of India's crude import architecture in 
decades. Prior to February 2022, Russian crude accounted for only ~2% of India's imports. As Europe 
sanctioned Russian oil and Moscow offered steep discounts ($15–25/bbl below Brent), Indian refiners — 
responding to government encouragement to secure cheap energy — rapidly scaled purchases to 
approximately 40% of the import basket by FY2024-25. 
 

Period Russian Crude Share of 
India's Imports Volume (approx.) Key Dynamic 

Pre-Ukraine war (2021) ~2% ~0.1 mbpd Minimal; sporadic 

Post-Ukraine invasion 
(2022–23) 

~15–25% ~0.7–1.2 mbpd Rapid ramp on steep 
discounts 
($15–25/bbl) 

FY2024–25 peak ~35–40% ~1.7 mbpd Russia becomes 
India's #1 supplier 

Late 2025 (US sanctions 
pressure) 

~25–33% ~1.0–1.2 mbpd Decline due to tariffs, 
sanctions, payment 
issues 

March 2026 
(post-Hormuz crisis) 

Target 40–45% (ramping) ~2.0–2.2 mbpd 
(target) 

US 30-day waiver; 
emergency pivot back 

 

7.2  The US-India-Russia Energy Triangle: A Geopolitical Tightrope 
The Hormuz crisis has created a profound geopolitical paradox for the US administration: having spent 18 
months pressuring India to reduce Russian crude purchases (including imposing punitive 50% tariffs), the 
US has now voluntarily issued a 30-day sanctions waiver for India to buy Russian crude — to stabilise global 
oil prices in a war that the US itself triggered. Key dynamics: 
 

•​ The US waiver (issued March 6, 2026): The US Treasury granted a 30-day carve-out allowing Indian 
refiners to purchase Russian crude already in international transit. Indian Oil Corporation and Reliance 
Industries have purchased 30+ million barrels of Russian crude since the waiver was granted (per 
Bloomberg). 

•​ India's position: New Delhi has explicitly rejected the framing of the waiver as 'permission' — asserting it 
never required US approval to buy Russian oil. The PIB statement declared 'India has never depended on 
permission from any country to buy Russian oil.' 
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•​ Kpler projection: Analyst Sumit Ritolia projects India will 'go back again to pre-sanctions level, buying 

around 40–45% of crude from Russia' — effectively reversing two years of US sanctions pressure in a 
matter of weeks. 

•​ The Feb 2, 2026 India-US Trade Deal unravelled: The deal announced in February, where India 
supposedly committed to reduce Russian crude purchases in exchange for tariff rollbacks, has been 
rendered meaningless by the Hormuz crisis. 

•​ Russia's strategic windfall: While the US hoped to constrain Russia's oil revenues via India, the Hormuz 
crisis has handed Moscow a new trump card — it is now the single most critical alternative supplier for 
India during a US-triggered crisis. 

 
STRATEGIC INSIGHT: Russia has achieved what years of diplomacy could not — becoming 
geopolitically indispensable to India's energy security precisely during a moment of US 
military action. The Hormuz crisis has structurally strengthened Russia's leverage over India's 
energy imports for years to come, and has dramatically weakened the credibility of US 
secondary sanctions threats against Indian refiners. 

 

7.3  Operational Framework for Accelerated Russian Crude Procurement 

Dimension Current Status (March 
2026) Recommended Action Timeline 

Volume available ~130 mb Russian crude 
at sea per Kpler; 6–8 mb 
already purchased 

Immediately procure 
additional 20–30 mb from 
floating inventory 

Days 0–15 

Discount structure Ural/ESPO at ~$8–12/bbl 
discount to Brent; may 
narrow to $5–6 under 
demand surge 

Lock in volume via forward 
contracts at current discount; 
avoid spot bidding war with 
China 

Days 0–30 

Payment mechanism Rupee-rouble settlement 
via VOSTRO accounts; 
some via UAE dirhams 

Expand VOSTRO account 
balances with Sberbank/VTB; 
activate INR payment rails 
fully 

Days 0–30 

Shipping Shadow fleet tankers; 
some restrictions from 
US secondary sanctions 
on Sovcomflot 

Charter additional 
Indian-flagged or neutral-flag 
tankers; ONGC Videsh 
Shipping can assist 

Days 0–45 

Refinery feedstock 
configuration 

IOC, Mangalore Refinery 
best configured for 
ESPO; HPCL/BPCL 
Mumbai needs 
adjustment 

Accelerate crude recipe 
optimisation at Mumbai, 
Kochi, Vizag refineries; 
10–15% yield penalty 
acceptable short-term 

Days 0–30 
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Dimension Current Status (March 
2026) Recommended Action Timeline 

Transit route Arctic Sea route shorter 
but seasonal; Indian 
Ocean route via Cape of 
Good Hope adds 7–12 
days vs Middle East 

Accept longer voyage; hedge 
freight cost on forward basis; 
use floating storage where 
possible 

Ongoing 

Long-term contracts Currently spot/short-term 
basis 

Negotiate 12–24 month G2G 
framework with 
Rosneft/Surgut; MoPNG to 
lead 

30–90 days 

 

7.4  India's Renewable Energy Strategy — Accelerated by Crisis 
The 2026 Hormuz crisis is a structural inflection point for India's energy transition. Every oil shock in history 
has proved to be a catalyst for accelerated renewable deployment — and this crisis is larger and more 
sustained than any since 1973. India had already set a 500 GW renewable energy target by 2030; the crisis 
creates both the economic imperative and political urgency to front-load this ambition. 
 

7.4.1  Current Renewable Energy Baseline (End-FY2025) 

Technology Installed Capacity 
(GW) 

% of Total Power 
Capacity FY2025 Generation (BU) 

Solar (utility + rooftop) ~220 GW ~42% ~380 BU 

Wind ~50 GW ~10% ~140 BU 

Hydro (large) ~47 GW ~9% ~150 BU 

Nuclear ~7.5 GW ~1.5% ~45 BU 

Biomass / Small Hydro ~15 GW ~3% ~70 BU 

Gas (CCGT) ~25 GW ~5% ~60 BU (severely impacted 
by LNG price) 

Coal ~215 GW ~41% ~1,100 BU 

TOTAL ~520 GW 100% ~1,950 BU 
 

7.4.2  Oil-to-Electricity Substitution: The Strategic Rationale 
India's oil consumption is dominated by transport (road, aviation) and industrial use. The key substitution 
lever is electrification of road transport. The crisis has provided a powerful economic argument: 
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•​ EV economics dramatically improved: At Brent $116/bbl, petrol retail prices (if uncontrolled) would be Rs 

140–160/litre. EV running cost at Rs 2–3/km vs Rs 8–12/km for petrol cars. The case for EV adoption 
becomes compelling for every income group. 

•​ Solar + storage: India's solar irradiance (5–7 kWh/m²/day average) and now sub-Rs 2.5/unit solar tariffs 
make solar the cheapest electricity source — and thus the cheapest transport energy, if electrification 
accelerates. 

•​ Green hydrogen: An oil shock of this magnitude strengthens the economic case for green hydrogen 
(electrolysis from solar) as both a refinery feedstock substitute and transport fuel. India's NHM (National 
Hydrogen Mission) should be fast-tracked. 

•​ Fertiliser security: India's fertiliser sector (17% of global ammonia demand) is heavily gas-dependent. 
Green ammonia from renewable energy would eliminate gas price volatility from the agricultural supply 
chain. 

 

7.4.3  Recommended Renewable Energy Emergency Programme (REEP 2026) 

Measure Target Investment 
Needed 

Oil Substitution 
Impact Timeline 

Emergency solar + storage 
tender (PM-KUSUM 
expansion) 

50 GW additional 
by FY28 

Rs 2.5–3.0 L cr Displaces 
60,000–80,000 BU of 
gas peaker use 

0–24 months 

EV charging infrastructure 
(highways + cities) 

50,000+ fast 
chargers; 500,000 
slow chargers 

Rs 25,000–35,000 
cr 

Accelerates 10–15% 
private vehicle 
electrification by FY28 

0–18 months 

PLI for EV batteries (FAME III 
acceleration) 

25 GWh domestic 
cell manufacturing 
target 

Rs 18,000–25,000 
cr (PLI) 

Reduces battery cost; 
makes EV parity faster 

12–36 months 

Green Hydrogen Mission 
acceleration (NHM Phase 2) 

500 KTPA green 
H2 by FY28 (from 
125 KTPA target) 

Rs 50,000–75,000 
cr 

Refinery H2 
self-sufficiency; 
fertiliser 
decarbonisation 

18–36 months 

Domestic LNG import terminal 
expansion (non-Gulf) 

5 new FSRU 
terminals; 
Australian LNG 
long-term deals 

Rs 15,000–20,000 
cr 

Diversifies LNG 
sources away from 
Qatar 

12–30 months 

Oil-fired peaking plant 
retirement + battery storage 

Retire 8,000 MW 
oil/liquid fuel 
peakers; replace 
with BESS 

Rs 40,000–55,000 
cr 

Eliminates ~120 mn 
barrels/year of fuel oil 
use in power 

18–36 months 

 

7.5  The INSTC and Alternative Trade Corridors 
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The International North-South Transport Corridor (INSTC) — linking India to Russia via Iran (Bandar Abbas) 
and Azerbaijan — faces disruption precisely at its Iranian node during this conflict. However, the Chabahar 
Port route (India-Afghanistan-Central Asia) and the Chennai–Vladivostok maritime corridor offer long-term 
infrastructure alternatives India should activate: 
 

•​ Chabahar Port (India-developed): Currently operational; India has invested Rs 10,000+ cr. The corridor to 
Afghanistan and Central Asia provides a non-Hormuz land route. The conflict complicates near-term 
operations but the infrastructure remains a long-term strategic asset. 

•​ Chennai–Vladivostok Maritime Route: A 5,600 nautical mile sea route under development that would 
allow Russian crude (and other goods) to flow more directly without relying on intermediary routes. Full 
operationalisation target: FY2028. 

•​ Middle Corridor (Trans-Caspian): India-Azerbaijan-Georgia-Turkey route is gaining momentum as INSTC 
alternatives are evaluated. Kazakhstan crude via this route could supplement Russian supply with some 
logistical development. 
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SECTION 8: STRATEGIC RECOMMENDATIONS — A 
180-DAY ACTION PLAN 

8.1  Immediate Actions (0–30 Days) 

TIME IS THE SCARCEST RESOURCE. The next 30 days determine whether India navigates 
this crisis with manageable pain or enters a structural energy emergency. The following 
actions require Ministerial-level decision within 72 hours. 

 
Action Owner Specifics Priority 

Activate SPR drawdown at 
full rate 

MoPNG + ISPRL Draw from all 3 facilities (Mangalore, 
Padur, Vizag) at maximum rate ~200,000 
bpd 

P0 — 
Immediate 

Emergency Russian crude 
procurement 

IOC, BPCL, 
Reliance + MEA 

Secure 30–40 mb additional from floating 
Russian inventory; execute before 30-day 
waiver expires 

P0 — 
Immediate 

LPG rationing protocol MoPNG + OMCs Prioritise household cylinders; mandatory 
CNG switch for commercial cooking 
where grid available; emergency imports 
from US/Australia 

P0 — 
Immediate 

Navy escort operations Ministry of 
Defence + 
MoPNG 

Deploy INS vessels to escort Indian 
commercial ships through Gulf; 
coordinate with US CENTCOM 

P0 — 72 
hours 

Retail fuel price partial 
revision 

Cabinet + MoPNG Hike petrol/diesel Rs 5–8/litre in two 
tranches; simultaneously reduce central 
excise by Rs 3/litre to soften impact; 
balance OMC relief with inflationary 
management 

P1 — 7 
days 

RBI FX intervention 
framework 

RBI Scale up FX intervention; issue NRI 
bonds if reserves fall below $580 bn; MSS 
activation to absorb liquidity from FX ops 

P1 — 7 
days 

UAE Abu Dhabi National 
Energy Company 
emergency deal 

MEA + MoPNG G2G emergency crude supply; Fujairah 
pipeline bypass route; volumes available 
without Hormuz transit 

P1 — 7 
days 

Saudi Aramco Red Sea 
supply 

MoPNG Route Saudi crude via Yanbu terminal 
(Red Sea) to India — no Hormuz transit 
needed; negotiate freight premium vs 
supply certainty 

P1 — 14 
days 
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8.2  Short-Term Actions (30–90 Days) 
Action Owner Specifics Expected Outcome 

African crude supply 
diversification 

OMCs + Trading 
Arms 

Tender for 12-month supply from 
Angola (Cabinda), Nigeria (Bonny 
Light), Libya; target 0.5 mbpd 
incremental 

Reduces Hormuz 
exposure by 8–10 
pp 

US LNG term contracts GAIL + Petronet 
LNG 

Activate force majeure clauses in 
Qatar LNG contracts; sign 12-month 
spot/term deals with US Sabine 
Pass, Freeport LNG terminals 

Secures 40–50% of 
LNG deficit 

LPG price revision + DBT 
expansion 

MoPNG + DBTL 
mechanism 

Raise LPG price to cost-reflective 
level; simultaneously expand DBT 
cash transfer to BPL households to 
protect poor 

OMC losses 
reduced; fiscal cost 
of subsidy contained 

OMC working capital 
credit facility 

Finance Ministry + 
Banks 

SBI-led consortium facility of Rs 
1.5–2.0 L cr at concessional rate for 
IOC, BPCL, HPCL; government 
guarantee if needed 

Prevents liquidity 
crisis at OMCs 

Emergency oil import 
finance (ECB/Forex 
bonds) 

Finance Ministry + 
RBI 

Issue $5–7 bn sovereign oil import 
bond; explore use of IMF FCL 

Shores up BoP 
position 

Windfall tax calibration Finance Ministry Calibrate windfall tax on ONGC/Oil 
India to maximise upstream benefit 
to government without 
disincentivising output 

Additional Rs 
20,000–30,000 cr 
revenue 

Russian crude long-term 
contracts 

MoPNG + ONGC 
Videsh 

Negotiate 24-month G2G crude 
supply framework with 
Rosneft/Gazpromneft at fixed 
discount; rupee-rouble payment 

Supply security; 
currency savings 

Emergency demand 
conservation measures 

MoPNG + MoP + 
Transport Ministry 

Odd-even vehicle scheme in metro 
cities; enhanced WFH advisory for 
corporates; reduce highway speed 
limits by 10 kmph 

3–5% demand 
reduction = 150–250 
kbpd savings 

 

8.3  Medium-Term Strategic Actions (90–180+ Days) 
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Strategic Initiative Investment 
Required Lead Agencies Long-term Impact 

Expand SPR to 90-day IEA 
standard 

Rs 35,000–50,000 
cr new cavern 
construction 
(Chandikhol, 
Rajkot sites) 

ISPRL + MoPNG Raises crisis buffer from 40 
to 90 days — aligns with 
IEA best practice 

500 GW renewable 
acceleration (REEP 2026) 

Rs 5–7 L cr over 3 
years 

MNRE + SECI + State 
DISCOMs 

Reduces oil dependency 
by 15–20% by 2030; 
structural energy security 

Green Hydrogen Mission 
Phase 2 

Rs 50,000–75,000 
cr 

Ministry of New & 
Renewable Energy + 
NTPC 

Replaces grey hydrogen in 
refineries; long-term oil 
demand reduction 

EV ecosystem acceleration 
(FAME III + PLI) 

Rs 40,000–60,000 
cr government 
support 

DPIIT + MoHI + Niti 
Aayog 

Displaces 0.5–1.0 mbpd 
road transport oil demand 
by FY30 

INSTC and Chabahar 
activation 

Rs 15,000–20,000 
cr infrastructure 

MEA + MoPNG + 
RITES 

Non-Hormuz trade corridor; 
diversified crude logistics 

Australian + US LNG 
long-term (15–20 yr) deals 

LNG price 
negotiation at 
current spot 
premium 

Petronet LNG + GAIL Secures 30–40% of LNG 
requirements from non-Gulf 
sources permanently 

Crude oil futures market 
deepening 

Policy + regulation SEBI + MCX + RBI Allows Indian refiners to 
hedge price risk effectively; 
reduces P&L volatility 

Energy Security Reserve 
Fund 

2% of oil import 
bill annually (~Rs 
25,000–30,000 
cr/yr) 

Finance Ministry Dedicated crisis fund; 
reduces emergency 
borrowing need in future 
shocks 

 

8.4  Diplomatic Imperatives 
Energy security in a multipolar world requires active energy diplomacy. India's Ministry of External Affairs 
must pursue the following simultaneously: 
 

•​ US engagement: Ensure 30-day Russian crude waiver is extended or made permanent for crisis duration; 
negotiate that any future India-US trade deal explicitly excludes energy security decisions from punitive 
tariff mechanisms. 

•​ Russia: Lock in G2G energy supply framework; expand rupee-rouble VOSTRO mechanism; ensure 
Sovcomflot tanker access is not disrupted by US secondary sanctions during crisis. 
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•​ Saudi Arabia & UAE: Leverage PM Modi's strong personal relationships with Gulf leaders to secure 

emergency crude supply via Fujairah and Yanbu terminals; offer long-term investment partnerships in 
Saudi Vision 2030 in exchange for supply security. 

•​ Iran: While publicly neutral on the military conflict, India should maintain back-channel communication 
with Tehran — India is one of the few nations with standing relationships on both sides. India's 
ambassador role in eventual de-escalation should not be underestimated. 

•​ IEA membership: India should formally accelerate its IEA membership process. Full membership (or 
enhanced IEA+ status) would give India access to coordinated strategic reserve releases alongside 
OECD nations in a sustained crisis. 

•​ ASEAN + Japan + South Korea: Coordinate with fellow Asian oil importers on collective bargaining for 
crude supply from alternative sources; share SPR burden-sharing frameworks. 
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SECTION 9: CONCLUSION — THE IMPERATIVE OF 
STRUCTURAL REFORM 
The 2026 Hormuz Crisis is not merely an energy price shock. It is a stress test of India's energy security 
architecture — one that reveals deep structural vulnerabilities built over decades of import dependency and 
geopolitical complacency. The outcomes India achieves over the next 90–180 days will depend not just on 
tactical procurement decisions, but on whether India's leadership uses this moment to drive permanent 
structural change. 
 
Three fundamental realities have been confirmed by this crisis: 
 

•​ Concentration risk is existential: 50% of crude imports through a single chokepoint, 90% of LPG through 
one waterway, and 67% of LPG imported at all — these are not acceptable levels of structural 
dependency for an economy of India's ambitions. The 40-45 day SPR cover is dangerously thin. Both 
must change, and the political will now exists to change them. 

•​ Geopolitical autonomy requires energy autonomy: India's ability to maintain strategic autonomy in foreign 
policy is directly constrained by its energy import dependency. The US-India-Russia triangle around crude 
oil is a concrete example of how energy dependency becomes geopolitical leverage. Only renewable 
self-sufficiency can permanently resolve this. 

•​ The transition dividend is now calculable: At Brent $116/bbl and petrol Rs 140–160/litre (uncontrolled 
price), the economic benefit of energy self-sufficiency via solar, wind and EVs is no longer a future 
aspiration — it is a present financial reality. India's 500 GW renewable target was already ambitious; this 
crisis demands it be delivered at least 2 years early, with emergency investment to match. 

 
India is not a passive victim of this crisis. It has levers — diplomatic, financial, industrial and technological — 
to emerge from it with a fundamentally stronger energy security posture. The government, the OMCs, the 
private sector and the financial community must act with the urgency that the moment demands. 
 

CLOSING PERSPECTIVE: Nations that are shaped by crises are those that fail to anticipate 
and prepare. Nations that shape crises into catalysts are those that emerge stronger. India 
has the strategic depth, the industrial capacity, and the technological potential to make the 
2026 energy crisis the defining moment of its energy independence journey — if it acts now, 
decisively, and at scale. 

 
 
 

— END OF REPORT — 
This report is based on data available as of March 11, 2026. Sources: Kpler, EIA, UBS, Rystad Energy, S&P Global, Morgan 

Stanley, BusinessToday, ThePrint, CNBC, CNN, Seatrade Maritime, Council on Foreign Relations. 
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