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Energy Crossroads

rade policy has often been used as an instrument of

strategic pressure, but when it collides with global

energy markets, the consequences rarely remain

confined to the intended targets. A proposed US move
to impose 100 per cent tariffs on the world's largest buyers of
Russian crude reflects an attempt to tighten economic pressure
on Moscow. Yet it also exposes the difficult balance between
geopolitical objectives and the realities of international energy
security. India finds itself at the centre of this dilemma. Since the
outbreak of the Russia-Ukraine conflict, discounted Russian
crude has evolved from being an opportunistic purchase into a
cornerstone of India's energy strategy. For a country that imports
more than four-fifths of its crude oil requirements, affordability
and supply stability are not commercial preferences; they are
national imperatives. Access to cheaper Russian oil has helped
moderate import costs, supported refinery operations and
reduced the inflationary pressures that higher global crude prices
inevitably transmit to consumers.

Any measure that seeks to disrupt these flows must therefore
answer a fundamental question: where will equivalent volumes
come from? The global oil market is not characterised by
abundant spare capacity. Producers outside Russia cannot
effortlessly replace millions of barrels a day without driving
prices higher. The continuing fragility of maritime routes in West
Asia only reinforces this uncertainty. A policy intended to isolate
Russia could inadvertently tighten global supplies, making oil
more expensive for allies and adversaries alike.

That is why the latest proposal appears more calibrated than
earlier, more sweeping versions. The dilution of the punitive
meastres suggests an acknowledgement in Washington that
economic coercion has practical limits. Excessive sanctions risk
undermining the very economies they seek to protect by fuelling
inflation, increasing transport costs and unsettling financial
markets. In an interconnected world, energy cannot be
weaponised without collateral consequences.

For India, the challenge extends beyond energy procurement.
It must preserve its strategic partnership with the United States
while safeguarding an energy relationship with Russia that has
become economically indispensable. New Delhi has consistently
defended its purchases by pointing to the developmental needs
of a large emerging economy and by emphasising that Europe
itself continued importing Russian energy for a considerable
period after the conflict began. That argument remains difficult
to dismiss. The episode underlines a broader truth about the
changing international order. Strategic autonomy is no longer an
abstract diplomatic principle but an operational necessity.

Nations with growing energy demands cannot afford
dependence on a single supplier, nor can they allow geopolitical
rivalries to dictate domestic economic stability. Diversification of
suppliers, accelerated investment in renewable energy, expansion
of strategic petroleum reserves and deeper engagement with
multiple partners remain the most credible long-term safeguards.
Ultimately, any sanctions regime that disregards market realities
is unlikely to achieve durable success. Energy security, economic
stability and geopolitical influence are too deeply intertwined for
simplistic solutions. Sustainable diplomacy requires recognising
that lasting pressure on one nation cannot come at the cost of
destabilising the global economy itself.
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India bought record $5.14 billion
worth of Russian crude oil in June

STEADY RISE. New Delhi imported around 2.7 mb/d, accounting for more than half of its monthly imports

—
Rishi Ranjan Kala
MNew Delhi

Indian refiners bought re-
cord quantities of Russian
crude oil, valued at more
than $5 billion, in June 2026
with Moscow transforming
into New Delhi’s strongest
energy security hedge, par-
ticularly since the Strait of
Hormuz (SoH) disruptions.

The Centre for Research
on Energy and Clean Air
(CREA) in its latest com-
mentary on Russia’s earn-
ings from its hydrocarbon
trade pointed out that India
imported €4.5 billion worth
of crude oil in June, a growth
of 32 per cent m-o-m and 25
per cent y-o-y.

The Jamnagar refinery
saw the largest month-on-
month rise in imported
volumes of Russian crude
(150 per cent month-on-
month increase), followed
by the Paradip (126 per

PRICE DIP. In June, the average price of Russia’s Urals crude fell

26 per cent month-on-month to $63.18 per barrel srockenoro

cent), Kochi (83 per cent)
and Vadinar (45 per cent) re-
fineries, it added.
TOP BUYER
India was again the second-
largest buyer of Russian
fossil fuels last month, im-
porting a total of €5.5 billion
(86.3 billion) of Russian
hydrocarbons.

Crude oil constituted 83

per cent of India’s purchases,
totalling €4.5 billion ($5.14
billion). Oil products ($558
million) and coal ($508 mil-
lion) constituted the re-
mainder of its monthly Rus-
sian imports.

In June, the average price
of Russia’s Urals crude fell 26
per cent month-on-month to
$63.18 per barrel, still signi-

The Jamnagar
refinery saw

the largest
month-on-month
rise in imported
volumes of Russian
crude

ficantly higher than the EU
and UK price cap of $44.1 per
barrel, which took effecton 1
February 2026, CREA said.
As tanker traffic trans-
porting fossil fuels through
the Strait of Hormuz has in-
creased significantly in June,
oil prices declined amid mar-
ket reassessment of the like-
lihood of sustained disrup-
tions to oil flows, it added.
The price discount on Ur-
als-grade crude oil relative to
the global benchmark Brent
remained flat at 28 per cent,
or $24 per barrel last month.
STEADY SUPPLIES
Russian barrels have enabled

Indian refiners to maintain
high refinery run rates, ensure
uninterrupted fuel supplies
and avoid disruptions experi-
enced by several other Asian
refining systems (excluding
China), added the real time
data and analytics provider.

India imported around 2.7
million barrels per day (mb/d)
of Russian crude oil in June,
which is the highest on record
and accounted for more than
half of the country’s cumulat-
ive monthly imports.

This growing importance is
reflected in import trends,
Sumit Ritolia, Kpler’s Lead Re-
search Analyst for Refining &
Modeling, told businessline re-
cently. “Russian crude imports
rose to around 2.6 mb/d in
June, accounting for more
than 50 per cent of India’s
crude imports, and have been
steadily  increasing  since
March. July arrivals are also
tracking at healthy levels and
could match or even exceed
June’s volumes,” he added.
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Balancing energy security, environmental concerns

Coal gasification scheme strengthens import security, but it will lead to huge carbon emissions that need to be managed

—
Aditi Nayar

was unfolding, the Union Cabinet of

India approved a¥375-billion
incentive scheme for surface coal and
lignite gasification projects. This move
makes coal gasification a key policy
instrument in India’s effort to convert
its large domestic coal base into
strategic industrial feedstocks, reducing
the dependence on imports.

Unlike conventional coal combustion,
where coal is burned primarily to release
energy, gasification uses controlled
oxygen and steam at high temperature
and pressure to convert coal into
synthesis gas, ot syngas. This syngas can
then be used to produce ammonia, urea,
methanol, synthetic natural gas,
hydrogen, liquid fuels and even power
through integrated gasification
combined cycle plants.

India has coal resources of around 400
billion tonnes and 47 billion tonnes of
lignite reserves, placing it among the five
largest coal-resource holders globally. At
the same time, India remains heavily
dependent on imports for several key
molecules. As of fiscal 2025, ammonia
was fully imported, methanol imports
account for nearly 90 per cent of
domestic needs, natural gas imports are
around half of consumption, and urea
imports account for about one-fifth of
demand.

I n May 2026, as the West Asia crisis

Since syngas can be converted into
ammonia, urea, methanol and synthetic
natural gas, coal gasification providesa
domestic route to substitute part of
these imports and reduce exposure to
global price and supply volatility.

The new scheme marks a fourfold
increase over the ¥85 billion coal
gasification scheme launched in January
2024 that had targeted around 25
projects. It aims to support gasification
of about 75 million tonnes of coal by
2030 and offers incentives of up to 20
per cent of plant and machinery costs,
paid in milestone-linked instalments. It
is also supported by coal linkage reforms
extending raw-material security for
select projects for up to 30 years. The
programme is also expected to attract
investments of around ¥2.5-3.0 trillion
and generate nearly 50,000 direct and
indirect jobs, underscoring the
government’s intent to create an
integrated domestic coal-to-chemicals
ecosystem alongside reducing import
dependence.

For India, the relevance extends
beyond energy security. Gasification
offers a pathway to utilise domestic coal
as an industrial raw material for
fertilizers, chemicals and synthetic
fuels, particularly as the share of coal
consumed in power generation
gradually declines with increasing
renewable-energy penetration.

Discouragingly, this supply chain
security comes at a cost. Both natural

— - - - =

COAL GASSIFICATION. Reducing
energy imports

gasand coal-derived syngas are used to
produce hydrogen, which is required for
the manufacture of fertilizers such as
urea, ammonia, ammonium nitrate, and
fuels such as methanol and Dimethyl
Ether (DME).

EMISSION WORRIES

However, producing hydrogen from coal
generates approximately twice as much
carbon dioxide (COz:) as producing it
from natural gas, which remains the
dominant production route among
India’s suppliers. Replacing imports of
LNG, urea, ammonia and methanol
through the coal-to-syngas route could
substitute roughly $14-15 billion of
annual imports. But such a transition
could increase CO: emissions from
around 47-52 million tonnes under the
current import-based supply chain to
106-111 million tonnes annually, at odds
with India’s plans to curtail emissions.

Hence, while the programme has the
potential to strengthen energy and
feedstock security, its long-term
sustainability will depend on the ability
to manage the associated carbon
footprint. Asaresult, Carbon Capture,
Utilisation and Storage (CCUS) will be
indispensable to India’s coal gasification
ambitions. With domestic production
through the coal-to-syngas route
potentially increasing emissions, India
would need to capture and utilise an
additional 55-60 million tonnes of CO:
every year to neutralise the
environmental impact.

The scale of this challenge is
significant because India’s CCUS
ecosystem remains at an early stage,
with only three operational carbon
capture projects and six projects
currentlyunder construction,
highlighting the need for rapid capacity
expansion.

Coal gasification therefore represents
both an opportunity and a test. It offers a
pathway to convert India’s vast
domestic coal reserves into valuable
industrial feedstocks, reduce import
dependence and support economic
growth. But its success will ultimately be
judged not only by the imports it
replaces, but also by how effectively it
addresses the environmental challenge
that accompanies this transformation.

The writer is Chief Economist, Head- Research &
Qutreach, ICRA
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Escalation of contlicts in West Asia,
Europe dims hopes of fuel price cuts

S DINAKAR
Hyderabad, 19 July

Incessant attacks by Ukraine on
Russian refineries, coupled with
renewed hostilities between the
United States (US) and Iran, are
pushing petroleum product cracks
— the profits made from processing
crude oil into fuels and the refer-
ence point for Indian pump prices
of petrol and diesel — to near-
record levels. This points to rising
underrecoveries and a longer wait
for Indian motorists for a reduction
in fuel prices, according toindustry
dataand company sources.

“The kerosene and diesel com-
plexes in Asia have entered rare-
fied territory,” said James
Noel-Beswick, head of commod-
ities at London-based Sparta.
“August Singapore diesel cracks
have gained dramatically, pro-
pelled by the twin forces of rapidly
reducing Russian refinery runs
and diesel exports, and the mili-
tary escalations between the US,
Iran and Israel and their effect on
Strait of Hormuz traffic.” Both
derivatives have moved into the
top 0.5 per cent of values recorded
over the past 10 years, he added.

Data from the oil ministry’s
Petroleum Planning and Analysis
Cell (PPAC) showed the free-on-

Margin
squeeze

m Asjan diesel and kerosene cracks
are in the top 0.5% of levels
recorded over the past 10 years

m Attack on Russia’s refineries
knocked over 4 million bpd of
refining capacity offline

m OMCGs reported over 1.8 trillion
in under-recoveries in Q1 FY27

® OMGs’ war-related losses stood
at 74,781 crore as on June 30

m Vessel movement through the
Strait of Hormuz now in single
digits from about 140 ships
before the conflict, tightening
fuel supplies

board (FoB) price of diesel (10 parts
permillionsulphur Arab Gulfgasoil)
at $121.3 per barrel, while crude oil
stood at$74.11 perbarrel. Oil-market-
ing companies (OMCs) price trans-
port fuels based on international
product prices and notcrude.
Platts,an oil pricing agency and
part of S&P Global Energy, assessed
the FoB Singapore 10 ppm gasoil
front-month swap crack spread
against the front-month Dubai
swap —ameasure of the product’s
relative strength to the crude from
which it is refined — at a 14-week
high of $64.68 per barrel on July 14,
compared with a record $72.94 per
barrel on April 7and aJune average

of $44.98 per barrel.
AttacksonRussia’srefining fleet
— the world’s third-largest by
capacity and second-largest
exporterof refined products —have
taken over 4 million barrels per day
(bpd) of capacity offline, tightening
product markets. Throughput fell
to 3.36 million bpd in early July,
according to UK-based Energy
Intelligence. Russia has barred
exportsofdiesel and petrol and has
now turned to India for supplies of
the twofuels, industry sourcessaid.

Rising underrecoveries
A surge in demand for petrol and
dieselisadding topressure onstate-

run OMGCs, partly due to a weak
monsoon and the need for diesel to
power irrigation pumps. Prelim-
inary July data from PPAC showed
sales of diesel and petrol at state
refiners, whichaccount for the bulk
of India’s domestic fuel supplies,
surged more than 20 per cent year-
on-year in the first fortnight of July.

“Demand has held firm,
shielded by incomplete price pass-
through, and we expect growth to
moderate through H2 as price
hikes and imported inflation bite,
converging toward the pre-conflict
trend in 2027, said Esteban
Moreno Cots, an analyst for refined
products at Kpler. “India stands
alone as Asia’s refined product
demand growth engine as US-Iran
hostilities reignite.”

Whilerising fueldemand bodes
well for the economy, incomplete
price pass-through remains a con-
cern, OMC officials said. Underre-
coveries on petrol, diesel and LPG
totalled to more than ¥1.8trillionin
Q1, according to Petroleum Min-
ister Hardeep Singh Puri. Underre-
coveries stood at 319,905 crore for
petrol,X1.44 trillion for diesel, and
24,148 crore for LPG. Total losses,
including earnings from refining
and retail, on account of West Asia
war stood at 74,781 crore until
June 30, Puri said.
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Discreet diplomacy may shicld India from
tariff threats over Russian oil purchase
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T N CRAJAGOPALAN

Lastweek’s trade news presented
India with uncomfortable possi-
bilities. The United States Con-
gress moved towards authorising
tariffs of up to 100 per cent on
goods from the largest buyers of
Russian oil and gas.

At the sametime, renewed US-
Iran hostilities threatened to pro-
long disruptions to shipping
routes and energy supplies. Press-
ures to reduce Russian oil pur-
chases may increasejust when
alternative supplies could
become costlier or less secure.

The proposed US Sanctioning
Russia Act bears the imprint of
thelate Senator Lindsey Graham,
who had earlier advocated tariffs
as high as 500 per cent. The
revised bill would empower the
President to impose tariffs of up to

100 per centon the five largest
purchasers of Russian energy,
while permitting selective
waivers. India and China are
obvious targets.

That discretion leaves room for
diplomacy but also permitsthe
tariff threat tobecome a source of
leverage in trade negotiations
unrelated to Russia. India is
already seeking an interim trade
agreement with the US, protection
against fresh American leviesand
safeguards for sensitive farm prod-
ucts. The proposed law would add
another coercive instrument to
Washington’s trade arsenal.

Meanwhile, the US action
against Brazil shows the range of
such instruments. Invoking Sec-
tion 3010f the Trade Act, the
Trump administration imposed
an additional 25 per cent tariff on
many Brazilian goods. Its allega-
tions extended beyond border
barriers to Brazil’s PIX payment
system, digital regulation, prefer-
ential tariffs, intellectual-prop-
erty enforcement,
anti-corruption measures, and
illegal deforestation.

The message for India is clear:
Domestic regulation, payment
systems, environmental policies

and market-access disputes can
all be converted into grounds
for tariff action.

The US-Iran conflict escalated
last week, but markets and gov-
ernments were not taken by sur-
prise. The disruptions of early
March had already encouraged
stock-building, alternative sourc-
ing and contingency planning. Oil
and freight costs rose, but the
response was more measured
than during the initial shock.

India hasdiversified crude
supplies across Russia, the Gulf,
the United States, Latin America
and Africa. That provides flexibil-
ity, but notimmunity. Replacing
Russian barrels abruptly could
still raise procurement and freight
costsand add toinflationary
pressures. The threat at Bab el-
Mandeb, the southern entrance to
the Red Sea, must also be viewed
realistically. Major container lines
have largely avoided the Red Sea
route since December 2023, rout-
ing principal services around
Africa, although some had begun
returning cautiously. A fresh
Houthi escalation could intensify
an existing disruption rather than
create an entirely new one. It
could keep vessel capacity tied up

on longer routes and sustain elev-
ated freight and insurance costs.

The government has already
provided targeted insurance and
creditsupport toexporters. Any
additional relief should therefore
be confined to exporters facing
demonstrable increasesin freight
and insurance costs.

Theimmediate priority must
be diplomacy. Public statements
should remain measured, while
back-channel engagement
reaches the White House, congres-
sional leaders and influential busi-
ness constituencies. India should
explain that punitive tariffs would
disruptsupply chains, raise costs
for US importers and complicate
ongoing trade negotiations with-
out materially influencing
Moscow’s conduct.

India cannot determine what
Congress enacts or how West
Asian hostilities unfold. India’s
best defence is to buy time, pre-
serveits choices, and use discreet
diplomacy to ensure that the US
pressure over Russian oil does not
combine with West Asian
disruption to produce a wider
trade and energy shock.

Email: tncrajagopalan@gmail.com
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Alisreshaping oil industry with
$500 billion value opportunity

SAURAY ANAND
New Delhi, July 19

ARTIFICIAL INTELLIGEMCE
(Al) AND digitalisation are
rapidly emerging as the next
major growth engine for the
globaloiland gas industry,with
exploration and production
(E&P) companies expected to
unlock nearly $500 billion in
cumulative valuebetween 2026
and 2030 through lower oper-
ating costs, higher production
and faster project execution,
accordingto Rystad Energy.

The consultancy estimated
that E&F companies investing
in Al and digital technologies
could generate an additional
580 billion annually by 2030
compared with 2025 levels, as
oil producers increasingly
deploy predictive maintenance,
automated drilling, remote
operations and Al-powered
reservoir modelling across
upstream operations.

The projected value creation
comes at a time when oil pro-
ducers worldwide are under
pressure to reduce costs,
improve recovery rates and
accelerate production amid
volatile crude prices and rising
energydemand.

“Cost reductions and pro-
ductionincreasesare thelargest

FROM RIGS TO RESERVOIRS

B Al digital tech
to generate

$80bn P

annually by 2030 Al

B Upstream firms
spentabout

$25 bn

on digital and Al-
related techin '24

P M Market

o7 for digital
oilfield
tools,

services is
expected
to expand
by more
than

$10 bn

by 2030

value pools and contribute
roughly equally through 2030,
Rystad Energysaid.

According to the report,
upstream companies spent
about 525 billion on digitaland
Alrelatedtechnologiesin 2024.
The market for digital oilfield
tools and services is expected to
expand by more than 510 bil-
lionby 2030,exceeding $35 bil-
lion annually before approach-
ing $50billion by 2035.

The benefits of Al invest-
ments are already becoming
evidentamongleading produc-
ers. Abu Dhabi National Oil
Company (ADNOC) reported
5500 million in Al-driven value
creation in 2023 and has com-

mitted $1.5 billion in digital
capital expenditure, targeting
51 billion in annual value cre-
ation. Norway's Equinor gener-
atedaround $200millionin Al-
related savings between 2021
and 2024, before reporting a
further $130 million in 2025
alone.

“The trajectory is not linear.
Digitalvalue creation follows a
compounding curve as adop-
tion increases and organisa-
tional capabilities mature,” the
report noted.

Rystad said the largest
untapped opportunity lies in
subsurface workflows — includ-
ing exploration, reservoir devel-
opment,drillingand production

optimisation —whereAl s help-
ing companies significantly
compress project timelines and
reduce operating costs. Several
operators have reduced seismic
interpretation timelines from
severalmonths tonearly 10 days
using Al-enabled workflows,
while predictive maintenance
and remote operations are
already delivering double-digit
cost savings across operations
and maintenance functions.

“A key structural finding
across all four workflow cate-
goriesisthatAlLin general,does
not necessarily raise the ceiling
for the best operators, it lifts the
rest of the industry towards the
performance level that the best
operator already achieves,”the
reportsaid.

According to the consul-
tancy, the average drilling
improvement potential for US
onshore assets is close to 1000,
whilemore complex deepwater
wells could deliver savings of
more than 50% in extreme
cases. However, an improve-
mentof15-20%is considereda
more representative estimate.

Rystad projects that under
an accelerated Al ado ption sce-
nario, annual value creation
from digital initiatives could
reach $150billion by 2030 and
exceed §300billion by 2035.
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Policy push for electrics
clouds flex-fuel journey

Ayaan Kartik &
Manas Pimpalkhare

ayaan.kartik@livemint.com

NEW DELHI: Back-to-back gov-
ernment decisions prioritizing
electric mobility have cast a
shadow over flex-fuel technol-
ogy, fuelling concerns among
automobile and biofuel makers
that policy uncertainty could
slow investment and wider
adoption of the technology.

On 3 June, top ministers
attended the commercial launch
of Hero MotoCorp’s flex-fuel
motorcycle in Delhi, boosting
sentiment for the technology’s
adoption. A day later, India’s
largest carmaker Maruti Suzuki
also launched its flex-fuel Wag-
onR.

Within three weeks, the Delhi
government mandated that it
would allow only electric two-
wheelers from April 2028, with a
likely similar call for four-wheel-
ers in future. Yet, soon after, the
Centre rolled out its latest draft
of fuel-efficiency norms, which
reduced the incentives for flex-
fuel vehicles.

Under its latest proposals on
the Corporate Average Fuel Effi-
ciency (CAFE) regulations, the
Centre reduced the ‘super cred-
its” incentive for flex-fuel vehi-
cles compared to the previous
draft.

Automakers get super credits
or regulatory incentives that give
cleaner vehicles more weight

Under its latest proposals on
CAFE norms, govt reduced the
‘super credits’ incentive for
flex-fuel vehicles. HT

when their average fleet fuel effi-
ciency is calculated. As per the
latest proposal, while one elec-
tric vehicle (EV) is counted as 3,
a flex-fuel vehicle will be
counted as 1.1 vehicle, down
from 15 in the earlier CAFE draft
of September 2025.

In April, the Indian Sugar and
Bio-Energy Manufacturers Asso-
ciation had urged the govern-
ment to retain the earlier incen-
tive, stating they have already
built up capacity.

The moves come on top of the
government’s decision to price
E85 petrol—blended with 85%
ethanol—only about 20% below
that of E20, well short of the 30%
discount sought by the automo-
bile industry to make the tech-
nology commercially viable.

Queries sent to the ministries
of road transport, heavy indus-
tries, petroleum, and power on

how the government looks to
promote flex-fuel vehicles
remained unanswered.

The policy changes on flex-
fuel technologies under CAFE
norms just nine months ahead of
its scheduled enforcement in
April 2027 can be a drag on the
sector, experts said.

“When signals evolve rapidly,
or differ between the Centre and
states, companies naturally
become more wary, hesitant and
measured in committing fresh
capital,” said Vinay Piparsania,
founder at MillenStrat Advisory
and Research. “A new vehicle
programme is typically commit-
ted four to seven years before
launch, with $300-500 million
already invested in engineering,
tooling, localization, supplier
development, and manufactur-
ing. Once those commitments
are made, changing course is
costly and disruptive.”

Hero MotoCorp, Bajaj Auto,
TVS and Honda Motorcycle and
Scooter India, Maruti Suzuki,
Tata Motors PV, Mahindra &
Mahindra, Hyundai Motor India
and Toyota did not respond to
emailed queries on the impact of
such policy moves.

An industry executive aware
of discussions between the gov-
ernment and industry said that
the West Asia war related push
to promote clean fuel was not a
factor for the new CAFE rules for
flex-fuel or even electric vehi-
cles.
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cerns among automobile and
biofuel makers that policy
uncertainty could slow invest-
ment and wider adoption of
the technology.

On 3 June, top ministers
attended the commercial
launch of Hero MotoCorp's
flex-fuel motorcycle in Delhi,
boosting sentiment for adop-
tion of flex-fuel vehicles that
canrun on petrol blended with
up to 85% ethanol. A day later,
India's largest carmaker Mar-
uti Suzuki also launched its
flex-fuel WagonR.

Within three weeks, the
Delhi government mandated it
would allow only electric two-
wheelers from April 2028, with
a likely similar call for four-
wheelers in future. Soon after,
the Centre rolled out its latest
draft of fuel efficiency norms,
which reduced the incentives
for flex-fuel vehicles.

Under its latest proposals on
the Corporate Average Fuel
Efficiency (CAFE) regulations,
the Centre reduced the ‘super
credits’ incentive for flex-fuel
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Experts said policy
uncertainty could hurt
investments. PTI

vehicles compared to the pre-
vious draft.

Automakers get super cred-
its or incentives that give
cleaner vehicles more weight
when their average fleet fuel
efficiency is calculated. Perthe
new proposal, while one elec-
tric vehicle (EV) is counted as
3, a flex-fuel vehicle will be
countedasl.l,down fromL5in
the CAFE draft of September
2025. In April, the Indian
Sugar and Bio-Energy Manu-
facturers Association (Isma)
had urged government to
retain the earlier norms, as
they had ramped up capacity.

The moves come on top of
the government's decision to
price E85 petrol—blended
with 85% ethanol—only about
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20% below that of E20,
well short of the 30% dis-
count sought by the auto-
mobile industry to make
the technology commer-
cially viable.

Queriessent to the min-
istries of road transport,
heavy industries, petro-
leum, and power on how
the government looks to
promote flex-fuel vehicles
remained unanswered.

The policy changes on
flex-fuel technologies
under CAFE norms just
nine months ahead of its
scheduled enforcementin
April 2027 canbeadragon
the sector, experts said.

“When signals evolve
rapidly, or differ between
the Centre

respond to emailed que-
ries on the impact of such
policy moves.

An industry executive
aware of discussions
between the government
and industry said that the
West Asia war related
push to promote clean fuel
was not a factor for the
new CAFE rules for flex-
fuel or even electric vehi-
cles. “The decision to
introduce super credits for
flex-fuel vehicles was the
government's own deci-
sion, which they brought
in the September 2025
draft to perhaps promote
the technology, but have
reduced it in the July
draft,” the executive said.
"Thisreductionis unlikely
to have a material impact

on the math-

and states, Themovescome ematical cal-
companies on top of the culation on
naturally government's average fleet
become more decision to price emission.”

wary, hesi- ES5 petrol only “The sur-
tant and bout 20% bel rounding
measured in 20U €IOW  infrastruc-
committing that of E20 ture for flex-
freshcapital,” fuel vehicles
said Vinay isinadequate

Piparsania, founderat Mil-
lenStrat Advisory and
Research. “A new vehicle
programme is typically
committed four to seven
years before launch, with
$300-500 million already
invested in engineering,
tooling, localization, sup-
plier development, and
manufacturing. Once
those commitments are
made, changing course is
costlyand disruptive.”
Hero MotoCorp, Bajaj
Auto, TVS and Honda
Motorcycle and Scooter
India, Maruti Suzuki, Tata
Motors PV, Mahindra &
Mahindra, Hyundai Motor
India and Toyota did not

presently, with a handful
of retail outlets,” said Arun
Malhotra, an automobile
industry veteran. “At this
point, the policy signals
through CAFE norms, and
even through state gov-
ernment policies indicat-
ing that government will
only support, or not dis-
courage, electric vehicles.
Flex-fuel vehicles are in a
very nascent stage, and
building that ecosystem is
not a short-term plan; it
will take time,” he said.

ayaan.kartik@live-
mint.com

For an extended version
of this story, go lo live-
mint.com.
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Centre tightens hydrogen fuel
tests amid clean mobility push

Dhirendra Kumar
dhirendra.kumar@livemint.com
NEW DELHI

s India prepares to
expand hydrogen-
based mobility, the

Centre is tightening the tech-
nical framework for testing the
quality of hydrogen used in
fuel-cell vehicles, two people
aware of the matter said.

The Bureau of Indian Stan-
dards (BIS), under the ministry
of consumer affairs, has noti-
fied an updated Indian Stan-
dard laying down laboratory
methods to measure impuri-
ties in hydrogen supplied to
Proton Exchange Membrane
(PEM) fuel-cell vehicles.

The move comes as fuel
quality faces public scrutiny,
with questions being raised
over the performance and
impact of newer fuels and fuel
blends, including E20 petrol.

While the standard is volun-
tary unless mandated by areg-
ulator, it provides a common
technical framework for labo-
ratories, hydrogen producers,
vehicle manufacturers and
testing agencies as India builds
out its hydrogen ecosystem

I

Even trace quantities of
contaminants can reduce
fuel-cell efficiency.  sLoomserG

under the National Green
Hydrogen Mission.

“The newly notified norms
specify analytical methods for
measuring impurities in
hydrogen supplied to Proton
Exchange Membrane fuel-cell
vehicles—atype of hydrogen-
powered electric vehicle that
generates electricity on board
by combining hydrogen with
oxygen fromthe air,” said one
of the two people cited above.

Unlike conventional inter-
nal combustion engines, fuel-
cell systems are highly sensi-
tive to fuel quality. Even trace

quantities of contaminants
such as carbon monoxide, sul-
phur compounds, ammonia,
halogenated compounds and
moisture can reduce fuel-cell
efficiency and shorten compo-
nent life.

“The standard prescribes
validated laboratory methods
to detect and quantify these
impurities before the hydro-
gen is supplied for use,” said
the second person.

The standard is designed to
ensure that hydrogen supplied
to fuel-cell vehicles meets con-
sistent quality benchmarks,
said Mohit Garg, senior scien-
tist, chemical department, BIS.

“As the country advances
towards cleaner energy sys-
tems, hydrogen mobility, and
the development of a robust
hydrogen value chain, these
harmonized standards provide
a consistent technical frame-
work for accurate testing, cali-
bration, quality assurance,
interoperability, and greater
confidence in testing results
while facilitating global com-
patibility,” Garg said in
response to Mint's queries.

For an extended version of
this story, go to livemint.com.
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India braces for oil market
volatility as war escalates

Benchmark Brent crude is already at a five-week high, even as US, Iran step up attacks

Rituraj Baruah Ramita Mishra
NEW DELHI

ndian fuel refiners are bracing for

tighter supplies and elevated crude

oil prices as the escalating US-Iran

conflict threatens to disrupt global

energy marketsonce again, less than
amonth after an interim ceasefire deal,
expertssaid.

Benchmark Brent crudeis already at
a five-week high, with its September
contract on the Intercontinental
Exchange ending at $88.10 a barrel on
Friday. Iran’s Supreme Leader Mojtaba
Khamenei on Saturday released a state-
ment to Iranian state media saying the
US’s “repeated breaches of agreements
with Iran show that the US president’s
signature is worthless and invalid.”
Both sides have stepped up attacks.

The US Central Command (CENTCOM)
said it has completed another round of
strikes against Iran on Saturday and suc-
cessfully hit Iranian military coastal sur-
veillance and air defence facili-
ties, maritime capabilities, and
missile and drone storage
sitestocontinue degrading
ITranian military capabili-

$88.10

With the persistent disruption in the region, energy supplies to India are set to get

impacted in the mid-to-long term.

Ponmudi R., chief executive officer of
Enrich Money, a fintech firm, said:
“Looking ahead, volatility across the
commodity complex is expected to

remain elevated, with develop-
mentsin the US-Iran conflict
continuing to be the single
biggest driver of price
action. Any further esca-

ties. American military The Friday close lation or disruption to
assetsalso targeted Islamic for Brent crude’s shipping through the
Revolutionary ~ Guard September contract /'  Strait of Hormuz could

Corpsforcesresponsible for
attacks against the US service -
membersin Jordan on Friday.

Earlier, Iranian strikes had killed two
US soldiers in Jordan. This escalation
and volatility will keep the oil pricesele-
vated in the coming days, experts said.

extend the rally in crude
oil.”

With the persistent disruption
in the region, energy supplies to India
are set to get impacted in the mid-to-
long term. India’s oil supplies are no
longer heavily dependent on West Asia,

REUTERS

butelevated crude prices will still strain
the import bill, widen the current
account deficit and fuel inflation.
Refinersare expected torely on Rus-
sian oil in the near term and
imports from Russia are
expected to hover near
record levelsin July. So far
in July, imports from
Russia stood at 2.6 mil-
lionbarrels per day (bpd),
compared with a record
2.7 million bpd in June,
showed data from maritime =
and commodities tracker Kpler.
“Russian oil will continue to be the
mainstay for Indian refiners. Uninter-
rupted supplies and $4-5 perbarrel dis-
counts have been supporting so far. And

2.7 m

India’s importsin
barrels per day of
Russian oil in June

Indian refineries have become well-
configured to process Russian crude,”
said an official with a state-run refiner
on condition of anonymity.

Tobe sure,aproposed US Senate bill
toimpose 100% tariffs on five countries
including India over Russian oil imports
hassparked concern. However, Russian
crude remains critical to India’s energy
security for now.

“Thewarin the Persian Gulfremained
inconclusive due to intransigence of
political leadership accentuated by
broader geological rivalry in the region.
The 60-day ceasefire agreement
between the US and Iran could not sus-
tain for a longer period, exacerbating
tensions and prolonged conflict in the
most volatile choke point of the Middle
East. The USand Iran must engage in the
negotiationstoresume the peace process
in the Middle East. The peace process
should notbebilateral. AsIsraelisa party
tothe conflict, Tel Avivmust be included
inthe negotiation process forasustained

and durable peace processin the
region,” said Jajati K. Pattnaik,
aprofessorat the Centre for
West Asian Studies, Jawa-
harlal Nehru University.
Pattnaik said the US
Senate bill seeking to
impose tariff on India and
China over their continued
purchases of Russian crude
while exempting Europereflectsa
discriminatory approach.
rituraj.baruah@livemint.com

Foranextendedversion of this story, go

tolivemint.com.
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Oil shocks have lost force but we cannot shrug them off

NOURIEL ROUBINI

=

is professor emeritus of
economics at New York
University's Stern School of
Business and author of
‘MegaThreats: Ten Dangerous

Trends That Imperil Our Future,

and How to Survive Them'

he West Asian Gulfis in an unstable

disequilibrium. There has been no

lasting deal to reopen the Strait of
Hormuzbecause the US and Iran remain far
apart in their demands, with the Tranians
holding more leverage than US President
Donald Trump ahead of America’s mid-term
elections this November. In the absence ofa
full deal, renewed skirmishing was highly
likely, reflected in the growing risk of a
return to full-blown warfare.

Still, equity markets did climb higher on
the hope that a temporary ceasefire would
lead to a full deal, and market reactions to
the latest re-escalation of tensions have been
subdued. The overall economic impact—in
terms of growth and inflation—hasbeen rel-
atively modest. Despite this being the largest
ever disruption to global oil supplies, the oil
shocks of the 1970s had a greater impact.

The Iranian strategy remains centred
around the weaponization of oil, a practice
that has a long history. Some historians
argue that Germany lost World War [ partly

because an Allied sea blockade deprived it of
oil. Similarly, Imperial Japan made the fate-
ful decision to attack the American fleet at
Pearl Harbor because US President Franklin
Roosevelt’sadministration had imposed an
oil embargo on it for invading China, and
Stalin would later claim that the Nazis lost
World War 11 because the Soviets had pre-
vented the Axis powers from seizing oil
fieldsin the Caucasus.

After the war, the 1956 Suez Crisis dis-
rupted shipments of oil from West Asia to
Lurope, with France, the UK and Israel
launching an operation to seize the Suez
Canal after its nationalization by Egypt.
(They were ultimately forced to withdraw
under pressure from the US, whose focus
was on preventing a conflict that could pull
in the Soviets.) A decade thereafter, the
immediate trigger for the Six-Day War
between Israel and various Arab states was
Egypt’s attempt to block shipments of Ira-
nian oil to Israel through the Strait of Tiran.

The geopolitical shocks of the 1970s
brought ona lost decade of stagflation (sev-
cral recessions and high inflation), weak
global stock markets, and double-digit bond
yields. So severe was the fallout that the
1970s remain a fixture in our collective
memory. But like this year’s war in West

Asia, later politically-driven oil shocks—fol-
lowing the 1990 Iraqi invasion of Kuwait, the
oil price shock of 2000-01, the US invasion
of Iraq in 2003 and last year’s 12-day war
against Iran—produced much milder eco-

nomic and market effects.

There are several reasons for this. For

starters, after the 1970s,
Opec producers realized
that weaponizing oil can be
counterproductive. An oil-
price shock that is big
enough to cause global
stagflation will lead even-
tually to a collapse in oil
demand and prices, as hap-
pened in 1981-82. Thus,
some responsible players,
such as Saudi Arabia and
other Gulf states, have
been willing (and able) to
increase supplies when
geopolitical shocks trigger
spikesin oil prices.

Moreover, since the 1970s, energy-effi-
ciency gains have tended toreduce the share
ofimported oil used in production and con-
sumption. And Opec’s market power has
declined as its members have put their own
interests ahead of the need tomovein lock-

step (with the UAE being the most recent
defector), and as new sources of supply have
come online—not least in the US following
itsshale-energy revolution.

After the1970sshocks, major oil consum-

ers—including the US, Europe, China and

Full-scale war
could re-erupt

in West Asia but

markets don't
seem to have
priced in the
tail risks yet

Japan—also built up strategic petroleum

reserves that could be
released when prices
spiked (a major source of
resilience this year). And
alternatives to oil—natural
gas, renewables and new
safer modular nuclearreac-
tors (with fusion energy
potentially coming in the
next decade)—have gained
traction and market share.
Looking ahead, a growing
share of global demand for
energy (viaelectric vehicles
and batteries) will be met
with electricity that canbe

produced without oil.

Atthe same time, the standard macro pol-
icy response (both fiscal and monetary) tooil
shockshasimproved, which has helped pre-
vent al970s-style de-anchoring of inflation
expectations. And partly asa consequence of
these factors, oil shocks have become less

persistent and shorter than those of the
1970s, which dragged on for around a dec-
ade. The 1990-91 oil shock lasted nine
months, the 2000-01 shock was even
shorter and the one following last year’s
12-day war lasted only a few weeks.

Finally, and most importantly, unlike pre-
vious episodes in which macro and market
trends were dominated by an oilshock that
became a negative aggregate supply shock,
the current situation features a secular posi-
tive aggregate supply shock in the form of
the Alinvestiment boom. Tech-industry tail-
winds are promoting stronger growth and
lower inflation in many countries and
regions, which explains why US equities
peaked at new highs even when oil was
above $100 per barrel this spring. Though
there hassince beena correction following
renewed hostilitiesin July, it hasremained
modest.

Ofcourse, if these skirmisheslead toa full
escalation of hostilities, the economic con-
sequences and market implications could be
more serious, with a protracted conflict rais-
ingtherisk ofa truly stagflationary outcome.
Thisisnot the baseline scenario; but recent
developments suggest that the tail risks are
larger than what financial markets have so
far priced in. ©2026/PROJECT SYNDICATE
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