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Saudi Arabia’s pipeline closure
raises cost of India’s crude haul

SHUBHANGI MATHUR
New Delhi, 14 September

The closure of Saudi Arabia’s East-
West oil pipeline is likely to further
constrain routing options for
Indian refinersand raise the cost of
crude oil imports as several major
oil transit routes face disruptions,
according to experts.

The development comes amid
heightened tensions between the
US and Iran, increasing concerns
over both the availability and
delivered cost of crude for major
Asian importers. “The closure of
the Saudi East-West pipeline
further reduces routing flexibility
for Indian refiners at a time when
several key oil transit routes are
already under pressure,” said
SumitRitolia, lead analystat mari-
time intelligence firm Kpler.

India is likely to increase its
reliance on crude from Russia, the
US, West Africa, Latin Americaand
other non-West Asian sources as
refiners seek to reduce their
dependence on any single supply
corridor, Ritolia added.

Russian crude could become
particularly important as multiple
chokepoints face disruption. Bar-
relsshipped through the Black Sea
and Baltic could gain greater value
from a supply-security perspective
as refiners look for alternatives to

West Asian supplies.

However, diversification may
not fully shield India from the
financial impact of the dis-
ruptions. “Thebigger risk for India
isnotonly the physical availability
of crude but also the rising
landed cost,” Ritolia said,
adding that higher crude
prices, freight, and insur-
ance costs, as well aslonger
voyages, could all increase
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pressure on the margins of state-
run oil-marketing companies if
domestic fuel prices are not
increased in line with higher inter-
national crude and freight costs.
The government’s fiscal position
could also come under
pressure,dependingonthe
extent to which it absorbs
higher energy costs.
4 Rystad Energy said
Asian refiners have the
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customers had been instructed to
lift September cargoes from Yanbu,
while Japanese and South Korean
customers had increasingly been
offered crude from Sidi Kerir

because of tanker resistance to the
southern Red Searoute.

“The market should therefore
first see delayed or reduced
deliveries into China, Taiwan, and
India,” Rystad said. Japan and
South Korea may initially be pro-
tected by barrels already posi-
tioned at Sidi Kerir, but their
exposurewould increase if receipts
into the Sumed (Suez-Mediterra-
nean) pipeline decline.

“Supply is becoming a prized
commodity, and without greater
clarity on where replacement bar-
relswill come from, wewouldn’tbe
surprised tosee prices push higher
intheshortterm,” said Janiv Shah,
vice-president, commodity mar-
Kkets (oil), at Rystad Energy.
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Oil prices soar over
4% to 16-week high

Houthi attacks
on key Saudi
pipeline trigger
sharp surge

REUTERS
14 September

Oil prices jumped over 4 per
cent to a 16-week high on
Monday after new strikes on
Saudi Arabian energy infra-
structure and attacks on ships
in the West Asia compounded
energy supply concerns.

Brent futures rose $4.68, or
4.5percent, to$109.29 per barrel
at 10:15 a.m. EDT (1415 GMT),
while US West Texas Intermedi-
ate (WTI) cruderose$4.21,0r 4.2
percent, to$104.26.

That kept both bench-
marks in technically over-
bought territory formorethana
weekand put Brentand WTIon
track for their highest closes
since May 19. Arab states in the
Gulf called off a meeting with
Iran planned forMonday, while
Yemen's Iran-backed Houthis
launched anew attackon Saudi
Arabia after fighting that has
extended the West Asia war to
another theatre and further
jeopardised global oil supplies.

The Houthis said they fired
dozens of missiles and drones
on Monday at a Saudi military
airbase in Khamis Mushait,
near the border, hitting aircraft
hangars, radar systems, run-
ways and ammunition depots.

On Friday, an attack, which
Riyadh blamed on Iran-backed
fighters in Iraq, knocked out
Saudi Arabia's east-west pipe-
line, which helps Saudi Arabia
avoid the Strait of Hormuz by
re-routing oil shipments to the
Red Sea, threateningup to4 per
cent of global oil supply.

Before the U.S. and Israel
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attacked Iran in late February,
about a fifth of theworld's  oil
supplies passed through the
Strait of Hormuz.

Commodity vessel transits
through the Strait of Hormuz
felltoasingledigit perdayatthe
weekend, preliminary ship
tracking data showed on
Monday, well below a 10-day
averageof14.

With the pipeline out of ser-
vice, the Red Sea port of Yanbu
will have to draw on storage,
which is estimated tocover five
tosevendaysofexports,accord-
ingtothree industry sources.

"The relatively contained
price reaction suggests the
market  still expects Saudi
inventories to cushion exports
in the near term, but if the dis-
ruption extends beyond the
five-to-seven-day  inventory
cushion, that could change
quickly," said Janiv Shah, oil
markets analyst at Rystad.

Yemen'sIran-aligned Hou-
this reached the island of
Perim on Friday, tightening
theircontrolover theBabel-
Mandeb strait at the southern
end of the Red Sea.
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OMCs set to stage
smart Q2 recovery

SAURAY ANAND
New Delhi, September 14

STATE-RUN OIL MARKETING
companies (OMCs)— IOC,BPCL
and HPCL — are poised for a
sharp sequential recoveryinthe
September quarter, with com-
bined profits of around ¥15,000
crore compared with aggregate
losses of ¥18,150 crore in the
previous quarter,analysts feel.

Theirintegratedmarginsare
estimated at ¥9-14 a litre in
Q2FY27 againstjust ¥1-3alitre
in Q1, as auto-fuel marketing
improved and LPG under-recov-
eries fell sharply, according to
Emkay Research.

The recovery, however,
remainsvulnerable to renewed
crude volatility and the West
Asia conflict. Emkay said cur-
rent integrated margins have
already moderated to around
¥5-9 alitre, although Q2 aver-
ages remain substantiallyabove
the June quarter. HPCL is likely
to see the strongest positive
sequential change.

The earningsimprovement
could be substantial. ICICI
Securities estimates the three
firms will report a combined
profit of ¥14,4 70 crore in July-
September,againsta combined
loss of ¥18,150 crore in April-
June, assuming current trends
continue through the rest of
September.

“Giventhe trendsseen inthe
quarter so far, although recent
weeks have seen a sharpdedine
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in integrated margins, Q2 aver-
agesare still sharply higher than
Q1 levels,” ICICI Securities said.
It expects the three OMCs to
remain profitable at both oper-
ating and net-profit levels even
if current conditions persist.
I0CLis estimatedtoswing to
a ¥7,303-crore profit from a
2,661 -crore loss in Q1. BPCL
could post¥4,520 aore against
a loss of 3,962 crore, while
HPCL is expected to report
¥2,647 crore profit after a
¥11,526-crore loss,
Thebiggestturnaroundisin
fuel marketing. ICICI estimates
Q2 marketing marginsat¥2.9a
litreon petrol and ¥ 1. 3ondiesel,
againstnegative ¥6.1and¥18.9

alitre, respectively,in Q1.

LPG is also providing a
major cushion. Emkay expects
under-recoveries to fall to
aroundI290 percylinder inQ2
from ¥510 in Q1, helped bya
19%quarter-on-quarterfallin
Saudi contract prices, lower
spot premiums and the full
impact of price hikes. Monthly
under-recoveries are estimated
atT490in July, T180in August
and 200 inSeptember.

Refining margins remain
supportivebuthave moderated
for some companies. ICICI
expects IOCL refining margin
at 515 a barrel versus §15.6in
Q1,BPCLat 518 versus 541.4,
and HPCLat §16versus §23.8.
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‘O1l price surge not a macro
crisis for India amid low
inflation, high forex reserves’

NEW DELHI, Sept 14: The surge in crude
oil prices due to rising West Asia tensions
certainly concerns India, but its ultimate dam-
age depends on whether the spike is brief or
sustained and whether it disrupts physical oil
supply, market analysts said on Monday.

Brent at $107-$108 perbarrel is not a mae-
ro crisis at the moment.

India has relatively low inflation, a current
account deficit (CAD) of 0.8 per cent of GDP
in H1 FY26 and substantial foreign-exchange
reserves, which offer buffers, said experts.

India added $44.9 hillion to its forex kitty
to reach a record $785.7 billion foreign re-
serves during the week ended September 4,
according to the latest REI data.

“Yet, if 0il remains above $100 for several
months, or shipping through West Asia is dis-
rupted, the growth-inflation trade-off would sig-
nificantly worsen,” said Dr Manoranjan Shar-
ma, Chief Economist at Infomeries Ratings.

India imported 88.6 per cent of its crude
requirement in April-January FY26, making
the economy vulnerable to a burgeoning dol-
lar oil bill.

A research by REI estimates that a $10-
per-barrel oil-price increase can add roughly

49 basis points to headline inflation; alterna-
tively, if the government absorbs the shock,
it could add 43 basis points to the fiscal deficit.

This causes diffienlt policy trade-off. Passing
through the increase in petrol, diesel and LPG
prices raises transport, food and manufactured-
goods costs, suppressing household real in-
comes and consumption, said the analyst.

Absorbing it through excise cuts or fuel
subsidies protects inflation temporarily but
strains fiscal arithmetic and the cil marketing
companies.

An average crude price of 100 could widen
FY27 CAD to 1.8-2.2 per cent of GDE from a
projected 0.7-0.8 per cent, the analyst said.

Higher crude compresses margins for air-
lines, paints, chemieals, logistics, cement, con-
sumer companies and downstream oil mar-
keters if retail prices remain controlled.

Selective producers, such as ONGC and
il India, however, gain from higher reali-
sations; refiners may benefit only if prod-
uct cracks and pricing freedom offset cost
pressure.

Renewable energy, electric mobility and
domestic gas themes may attract longer-term
interest, said analysts. — JANS
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Brent Crude hits $110 following
Saud1 pipeline shutdown

NEW DELHI, Sept 14: Brent
crude prices surged to around $110 a
barrel on Monday, rising nearly 5 per
cent after reports that Saudi Arabia's
East-West pipeline could remain out
of service for several weeks, intensi-
fying concerns over global oil supplies
amid the Iran war.

The immediate trigger for the rally
was Saudi Arabia’s decision to shut its
1,200-km East-West pipeline after
drone strikes launched from Iraqi ter-
ritory damaged the critical oil route.
The pipeline has the capacity to trans-
port up to 7 million barrels of crude
per day and provides Saudi Arabia with
an alternative route to the Red Sea,
allowing shipments to bypass the stra-
tegically important Strait of Hormuz.

The outage is expected to continue
for several weeks, with the Associat-
ed Press reporting that repairs could
talke between three and five weeks,
although partial operations may
resume earlier. The prolonged disrup-
tion has added to an already strained

oil market, with tanker traffic through
the Strait of Hormuz remaining well
below normal levels because of the
ongoing conflict.

The latest supply shock has also
come as diplomatic efforts to ease dis-
ruption to oil shipments suffered a set-
back. A planned meeting between Iran
and Gulf states in Oman on Monday
was postponed, weakening hopes of an
immediate agreement that could help
restore smoother shipping through the
Strait of Hormuz.

Saudi Arabia’s own crude produc-

tion has already declined sharply.
OPEC data showed that the country’s
output fell by 1.9 million barrels per
day in August to 6.238 million bpd, its
lowest reported level since 1990, fur-
ther tightening the supply outlook.

At the same time, demand-side pres-
sures are adding to the strain on the
market. China stepped up erude pur-
chases in August as its inventories de-
clined, while the US Strategic Petro-
leum Reserve remains close to his-
torically low levels, limiting the cush-
ion available to absorb a prolonged
supply disruption.

With both major routes for Gulf
oil exports facing disruptions, trad-
ers are increasingly focused on the
ability of existing inventories to ab-
sorb the shock. A prolonged shut-
down of the Saudi pipeline combined
with continued restrictions on tank-
er traffic through the Strait of Hor-
muz could leave global markets in-
creasingly exposed to further supply
shortages. — IANGS
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CNPC CHAIRMAN DAI HOULIANG MET WITH PURI IN NEW DELHI

India, China discuss energy co-op
as Chinese oil executive meets Puri

PRESS TRUST OF INDIA
Beijing. September 14

India and China discussed
deepening energy cooper-
ation as a senior Chinese
oil corporation executive
met Petroleum and Natu-
ral Gas Minister Hardeep
Singh Puriin New Delhi on
Monday.

China National Petro-
leum Corporation (CNPC)
Chairman Dai Houliang
met with Puri in New
Delhi, with the two sides
exchanging views on deep-
ening energy coopera-
tion, official media here
reported, citing CNPC.

The meeting comes
after last Saturday’s meet-
ing between Prime Min-
ister Narendra Modi and
Chinese President Xi
Jinping.

It also comes in the mid-
dle of a deepening West
Asia crisis and Houthi reb-
els stepping up attacks on
Saudi Arabian oil facilities.

China and India are the
top two importers of crude
oil.

Speaking at the meet-
ing, Dai said that in recent
years, the leaders of China
and India have met on
multiple occasions and

THETWO SIDES EXCHANGED VIEWS ON DEEP-

ENING ENERGY COOPERATION, OFFICIAL MEDIA
HERE REPORTED, CITING CNPC. THE MEETING
COMES AFTER LAST SATURDAY’S MEETING BE-
TWEEN PM MODI & CHINESE PRESIDENT JINPING

reached important consen-
sus on viewing each other
as partners and devel-
opment opportunities,
providing direction for
bilateral relations and lay-
ing a solid foundation for
deeper practical coopera-
tion in the energy sector.
CNPC is willing to work
with the Indian side to
implement the important
consensus reached by
the two countries’ lead-

ers, strengthen communi-
cation and coordination,
and explore more oppor-
tunities for cooperation in
oil and gas, new energy,
and green and low-carbon
development, state-run
Global Times quoted Dai
as saying.

The two sides could also
work together to increase
their voice and influence
in global energy gover-
nance and contribute to

KEY POINTS

» The meeting also
comes in the middle of
adeepening West Asia
crisis and Houthi rebels
stepping up attacks on
Saudi Arabian oil facilities

» CNPCis willing to work
with the Indian side to
implement the important
consensus reached by the
two countries’ leaders

» The head of the Chinese
oil and gas giant also
expressed willingness to
strengthen communica-
tion and coordination with
the Indian side and explore
more cooperation opportu-
nities in oil and gas, new
energy, and green and low-
carbon development

the stability and sustain-
able development of the
global energy market, Dai
said.

The head of the Chi-
nese oil and gas giant also
expressed willingness to
strengthen communica-
tion and coordination with
the Indian side and explore
more cooperation oppor-
tunities in oil and gas, new
energy, and green and low-
carbon development.

He also said the two
sides could work together
to enhance their voice and
influence in international
energy governance and
contribute to the stability
and sustainable develop-
ment of the global energy
market.

Officials and execu-
tives from India’s Ministry
of Petroleum and Natural
Gas, Oil and Natural Gas
Corporation and Indian Oil
Corporation also attended
the meeting.

The meeting came as
energy cooperation has
become an increasingly
important part of the
BRICS agenda.

At the just concluded
18th BRICS Summit in
New Delhi over the week-
end, leaders adopted a
joint declaration that rec-
ognised energy security as
an important foundation
for social and economic
development, national
security and the well-being
of all countries, and called
for ensuring the smooth
flow of global trade, sup-
ply chains and energy in
accordance with relevant
international law, China’s
state-run Xinhua News
Agency reported.
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OIL PRICES RISE AFTER
SAUDI PIPELINE HIT

A key Saudi oil pipeline is expected
to remain largely out of service for
thres to five weeks after an attack,
threatening to disrupt crude exports
and further tighten global petroleum
supplies, two regional officials
briefed on the repairs said. The
East-West Pipeline, which can camy
up to 7 million barrels of crude a day
from the Persian Gulf to Red Sea
ports, was shut after Thursday's
attack. It appeared to be camying
about 4 million barrels a day,
roughly 4% of global oil supplies,
based on exports through Yanbu,
according to an Atlantic Council
analysis. Oil prices rose more than
2% Monday as the disruption
compounded shipping problems
caused by attacks on vessels in and
around the Strait of Homuz
Meanwhile, Yemen's lran-backed
Hourthi rebels seized the Greater and
Lesser Hanish islands in the Red
Sea, expanding their reach near the
Bab el-Mandeb Strait. The rebels
also recently captured Mokha and
Mayun. The renewed fighting has
displaced more than 80,000 people
intwo week.
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