—
Shishir Sinha
New Delhi

The government provided
nearly 31.23 lakh crore to
support state-run oil mar-
keting companies hold fuel
prices for 78 days following
the West Asia crisis, top offi-
cials said on Tuesday.

Concurrently, the Fertil-
izer Ministry has sought a
near 100 per cent increase in
subsidy support over its
budgeted outlay, which
amounts to an additional al-
location of approximately
%3.4lakh crore.

FISCAL CUSHION
The substantial fiscal cush-
ion provided to the energy
sector underscores the in-
tensity of the external
shocks hitting India’s import
bills. “Oil marketing com-
panies are still incurring
losses of X650 crore per day
for selling fuel at a lower rate
than the prevailing global
crude prices,” said a senior
official.

The financial cushion was
necessary even though oil
marketing companies raised

GROWING CONCERN

o Oil marketing companies are
incurring a loss of 3650 crore
per day for selling fuel lower

than the global rate
o The Fertilizer Ministry has
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To hold fuel prices, OMCs
got X1.23 lakh cr support

WAR EFFECT. Fertilizer Ministry has sought double the subsidy allocation

sought about ¥3.4 lakh crore of subsidy allocation

o The subsidy on each bag of urea has increased from
about 32,900 to around 24,500 at present

retail petrol and diesel prices
four times since May 15, by
%7.50-8/litre. Previously, the
government had reduced ex-
cise duty onboth fuels by ¥10
alitre on March 27.

On the fertilizer front, an-
other official said the Min-
istry of Chemicals and Fertil-
izers had sought about ¥3.4
lakh crore of subsidy alloca-
tion from the Ministry of
Finance or nearly 100 per
cent over and above the
Budget Estimate of 1.71
lakh crore. “It is under con-
sideration of the Finance
Ministry,” the official said,
adding that global fertilizer
supplyhas ‘narrowed’.

“China has started parti-
cipating in the supply of fer-
tilizers now. They were not

doing so for the past eight
months,” the official said.
The breakdown of the ag-
ricultural input subsidy de-
tails reveals a steep escala-
tion inretail price protection
for farmers. According to top
government sources, the
subsidy on each bag of urea
has increased from ¥2,900 to
4,500 at present, adding

pressure to the govern-
ment’s expenditure
commitments.

Reviewing the broader
macroeconomic landscape,
the first official said that
while the economy is facing
severe external challenges
due to the West Asia crisis,
domestic consumption re-
mains remarkably strong.

However, “growth is not

under stress, but there are
external challenges from
high fertilizer, crude import
bill,” the official said, adding
that March quarter growth
momentum is continuing in
the first quarter of FY27, and
no adverse impact has been
seen on remittances so far.

ASSET OPTIMISATION

To balance these escalating
expenditure commitments,
the Centre is looking at ag-
gressive asset optimisation
and capital inflows.

Further, the official said
the government hopes to ex-
ceed the budgeted disinvest-
ment, asset monetisation
target of 80,000 crore in
FY27. “Effort for IDBI Bank
disinvestment is on,” the of-
ficial said, adding that more
steps would be taken to in-
crease FDI flows. “No pro-
posal to curb capital out-
flow,” the official said.

Meanwhile, the govern-
ment’s decision to scrap cap-
ital gains tax on foreign port-
folio investments in
government securities is
aimed at helping India’s in-
clusion in Bloomberg’s
Global Aggregate Index.
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Centre spent1.23Lcrto
shield consumers from
fuel price hike for 78 days

ApITYA RANGROO
TRIBUNE NEWS SERVICE
NEW DELHI, JUNE §
The government extended
financial support of approx-
mately Rs 1.23 lakh crore to
oil marketing companies
(OMCs) to cushion under-
recoveries caused by the
West Asia conflict and shield
consumers from rising crude
oil prices for 78 days.
Government sources said
the measure was aimed at
ensuring that state-owned
fuel retailers did not immedi-
ately transfer higher global
01l costs to consumers.
The Finance Ministry had
advised OMCs to delay the
pass-through of higher oil
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More funding not
feasible, firms likely
to take hike call

CONG SLAMS CUTIN
UJJWALA LPG REFILLS

The Congress hasslammed the
Centre for slashing the number
of subsidised LPG eylinder refills
from nine to just four under the
Pradhan Mantri Ujwala Yojana,
saying the Modi government is
“intoxicated on power”.

prices for 78 days. Beyond
that period, however, extend-
ing support would have
become difficult grven the

CONTINUED ON PAGE 8
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riging costs of fertilisers and
crude oil, the sources said.

According to the sources,
the government’s support
amounted to Rs 1.23 lakh
crore, including excise duty
revenue foregone during the
period. “OMCs received sup-
port from the government to
the tune of Rs 1.23 lakh crore.
More funding is not feasible.
OMCs are increasingly malk-
ing their own pass-through
decisions,” the sources added.

The OMCs are currently
under-recovering more than
Rs6a0 crore per day. The gov-
emment said its support
package included both direct
ald and revenue foregone
through lower exvise duty
collections.

The Tribune | §3

Tribune, Delhi, 10/06/2026
Page No: 1, Size: 5.29cm x 12.41cm



Millennium Post, Delhi, 10/06/2026
Page No: 9, Size: 29.24cm x 26.64cm

ATF prices rise about 10% as oil
companies roll out fixed pricing

The new rate will be locked in for up to three years for airlines that opt
to participate in the government-backed price stabilisation scheme

OUR CORRESPONDENT

NEW DELHI: Aviation tur-
bine fuel (ATF) prices were
raised by around 10 per cent
on Tuesday as state-owned
fuel retailers rolled out a price
stabilisation regime, offering
domestic airlines a fixed fuel
rate for up to three years in a
move aimed at shielding carri-
ers and passengers from sharp
swings in global oil prices.

Jet fuel for domestic airlines
will now cost Rs 115 per litre,
up from Rs 104.927, industry
sources said.

The new rate will be locked
in for up to three years for air-
lines that opt to participate in
the government-backed price
stabilisation scheme.

Airlines that do not opt for
the scheme will pay market-
linked prices, currently around
Rs 142 per litre, similar to inter-
national carriers.

Those opting into the price
stabilisation scheme will con-
tinue to receive ATF at Rs 115
per litre, insulated from global
benchmark fluctuations. While
non-participating carriers will
benefit from price declines,
they will also face higher costs
when international rates rise.

Sources said the scheme is
completely voluntary, and air-

Airlines that do not opt for the scheme
will pay market-linked prices, currently
around Rs 142 per litre, similar to

international carriers

Highlights

» Jet fuel for domestic
airlines will now cost
Rs 115 per litre, up
from Rs 104.927, indus-
try sources said

» Those opting into price
stabilisation scheme
will continue to receive
ATF at Rs 115/litre,
insulated from global
benchmark fluctuations

» While non-participating
carriers will benefit
from price dedines,
they will also face
higher costs when inter-
national rates rise

lines will have to take a call if
they want to participate in it.

Under the voluntary
scheme, participating airlines
will pay a fixed free-on-board
(FOB) benchmark price of Rs
86.32 per litre, plus airport
charges, oil company margins
and applicable taxes, result-
ing in an effective selling price
of Rs 115 per litre in Delhi, Rs
114.5 in Mumbai and Rs 139
in Chennai.

The new rate compares with

a below-market level of about
Rs 105 per litre in Delhi, which
had remained unchanged for
more than two months after
the government allowed only a
partial pass-through of higher
global fuel costs triggered by
the outbreak of the West Asia
contlict in late February. The
freeze had led to losses for oil
marketing companies on avia-
tion turbine fuel (ATF), similar
to pressures seen in petrol, die-
sel and LPG segments.

To address these losses, the
Union Cabinet approved a Rs
10,000-crore price stabilisation
scheme aimed at capping ATF
prices and shielding airlines
from volatility linked to geo-
political tensions, while also
supporting the financial health
of state-owned oil companies.

Under the scheme, when-
ever global benchmark prices
rise above the base rate of Rs
86.32, the government will pro-
vide an interest-free advance

to oil marketing companies
to cover the difference. When
prices fall, the differential will
be recovered from the compa-
nies and returned to the Con-
solidated Fund of India.

ATF typically accounts for
about 40 per cent of airline
operating expenses and can rise
to as much as 60 per cent dur-
ing periods of sharp volatility.

Sources said international
jet fuel prices had climbed to
as high as Rs 142 per litre in
May from pre-war rates of Rs
60.50 per litre, raising concerns
over airline operating costs and
potential fare increases.

The new arrangement, they
said, is not a subsidy but a tem-
porary stabilisation framework
intended to smooth volatility
in fuel prices while ensuring
accountability, monitoring and
full recovery of funds.

For passengers, the most
important benefit of this deci-
sion is that it will help to mod-
erate sudden increases in the
airfare that often result from
sharp spikes in fuel prices.

By reducing the exposure
of airlines to extreme fuel
price fluctuations, the govern-
ment aims to minimise the
pass-through of such costs to
travellers and provide greater
fare stability.
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Hormuz closure opens up
$100-bn LNG opportunity

SAURAY AMAND
MNew Delhi, June 9

CLOSURE OF THE Strait of
Hormuz has removed more
than 80 million tonne per
annum (mtpa) of liquefied nat-
ural gas (LNG) from global
markets — equivalentto nearly
one-fifth of worldwide supply
— creating conditions for a
fresh wave of multi-billion-
dollar LNG investments out-
side West Asia even as energy
buyers grapple with unprece-
dented uncertainty over future
gas supplies, according to a
newanalysis.

The report suggests that
while the immediate impact
hasbeen asharp tightening of
LNG availability and height-
ened pricevolatility, the bigger
story may be the investment
response.More than 15 0mtpa
of LNG export capacity is
already under construction
outside the Persian Gulf, pre-
dominantly in the US, while
another 30 mtpais expected to
reach final investment deci-
sion (FID)byend of 2027.

Under a prolonged disrup-
tion scenario, that pipeline
could expand further as buyers
seck alternatives to Gulf sup-
plies and developers rush to fill
the supply gap left by the most

POSSIBLE
PATHWAYS

m Under quick peace
scenario, Gulf LNG facilities
restart inJJune 2026 & return
to full capacity by 2027

®m Summer settlement of
crisis will delay recovery
until September, with full
restoration by 2028

= Extended disruption
could permanently
alter West Asia's LNG
growth prospects

important LNGtransit corridor.

“The Strait of Hormuz clo-
sure has done more than
remove LNG from the market.
It has removed certainty” said
Kateryna Filippenko, research
director, Global Gas Markets,
Wood Mackenzie. “There isno
longer consensus on how the
marketevolves. Volatilityisthe
newbaseline.The question for
buyers,investors and policy-

makers is not which scenario
proves correct. It is whether
their portfolios and supply
strategies are resilient enough
to absorb any of them.”

The report outlines three
possible pathways forthemar-
ket. Under thequick peace sce-
nario, Gulf LNG facilities
restartin June 202 6 and return
tofullcapacity by 2027. Asum-
mer settlement scenario would
delayrecoveryuntil September
2026, with full restoration by
2028. Under the most severe
extended disruption scenario,
recurring conflict and infra-
structure damage could per-
manently alterWestAsia's LNG
growth prospects.

In that scenario, Qatar's
planned North Field West pro-
ject could be postponed indef-
initely, major LNG develop-
ments could face years of
delays, and no additional pre-
FID projects would move for-
ward as originally planned.

The report warns conse-
quences would extend far
beyond West Asia. Countries
across Europe and Asia are
heavily dependent on LNG
imports. The report says pro-
longed disruption could
encourage countries to diver-
sify away from LNG depen-
dence, particularly after 2030.
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GDP growth intact, no additional
borrowing needed so far: Sources

On the fiscal deficit [ront, the sources said the
budgeted largel of 4.3 per cent of GDP is still inlacl

OUR CORRESPONDENT

NEW DELHI: The Indian
economy is facing headwinds
from external sectors with rising
fuel and fertiliser import bills
due to West Asia crisis, but GDP
growth momentum remains
intact with domestic consump-
tion holding up, government
sources said on Tuesday.

Sources said the FY27 Bud-
get had taken into cognisance
the uncertainties in the global
economy around tariffs, and the
government do not immediately
need to account for additional
borrowing or bring in supple-
mentary demands for grants in
the upcoming monsoon session
of Parliament.

On the fiscal deficit front,
sources said the budgeted tar-
get of 4.3 per cent of GDP is
stillintact, and the government
is actively tapping its non-tax
revenue areas like disinvest-
ment and asset monetisation
in the current fiscal.

“DIPAM and DPE have a
year-long pipeline and also a
medium-term outlook of dis-
investment and asset monetisa-
tion. I would hope the budgeted
Rs 80,000 crore under this
head exceeds BE and both the
departments are working on
it,” a source said, adding IDBI
Bank disinvestment will happen
going ahead.

Once the data of the April-
June quarter and the impact
of El Nino on the monsoon is

—e

‘DIPAM and DPE
have a year-

long pipeline and
also a medium-
term outlook of
disinvestment and
asset monetisation’

Key Points

» ‘l would hope budgeted
Rs 80K cr under this
head exceeds BE and
both the departments
are working on it a
source said, adding IDBI
Bank disinvestment will
happen going ahead

» ‘The FY26 Q4 growth
momentum is continuing
in Q1 of FY27 & there
is no adverse impact on
remittances so far’

» Budget has estimated a
fertiliser subsicy of Rs
1.77 lakh cr for FY27

available, the government will
reassess the macroeconomic
data in July. Sources said the
FY26 March quarter growth
momentum is continuing in
the first quarter of FY27, and
there is no adverse impact on
remittances so far.

Besides, GST numbers
are good, frequency data are
also showing up, and private
investment is picking up pace,
as shown in the data released
by CIL, sources said.

Stressing that the reform
express will continue, sources
said more measures to increase
FDI flows into the economy are
in the offing, and there is no
proposal to curb capital outflow.

Sources further said that in view
of rising fertiliser prices glob-
ally, the fertiliser ministry has
sought a 100 per cent increase
in subsidy for the current fis-
cal. The budget has estimated
a fertiliser subsidy of Rs 1.77
lakh crore for the current fiscal.

Besides, the government has
provided support of Rs 1.23 lakh
crore to oil marketing compa-
nies to hold pump prices steady
for 78 days since the West Asia
crisis. After that, the OMCs have
started increasing pump prices
in a staggered manner, but are
still incurring a loss of Rs 650
crore per day for selling fuel at
alower rate than the prevailing
global crude price.
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OPEC+ output hike fails to
plug global oil supply gap

SAURAY ANAND
New Delhi, June @

The latest decision of the Orga-
nization of the Petroleum
Exporting Countries (OPEC) and
allies to raise oil production by
188,000 barrels per day (bpd) is
unlikely to bring meaningful
relief to global markets as the
closure of the Strait of Hormuz
and Russia’s inability to meet
higher production targets
underminethealliance’s efforts
to boost supply, according to
Rystad Energy.

The producer group is on
course to unwind the first
tranche of voluntary production
cutsbySeptember, but analysts
say the market is increasingly
facing a gap between
announced production targets
and actual barrelsreachingcon-
sumers. The warming comes as
energy markets grapple with
one of the biggest supply dis-
ruptions in recent years, with
the Strait of Hormuz remaining
shut and limiting the move-
ment of crude from the Gulf
region,a critical source of global
oilsupplies.

“With the Strait of Hormuz
closed, the issue is not whether
OPEC+ raises paper quotas, but
whether additional barrels can
actually reach the market,” said
Jorge Leon, head of geopolitical
analysisat Rystad Energy.

Theassessment raisesques-
tions over the effectiveness of
OPEC+’s current supply strat-
egy.While thealliance continues
to increase quotas, physical

DISRUPTION WOES

m Oil market is facing gap between

production targets and actual
barrels reaching consumers

EChallengeis | ®mEnergy market
being could face a
compounded | surplus ofas

by Russia, much as

which is left S miillion bpd
with an once the

output gap of | Strait of
600,000 bpd | Hormuzreopens

exports remain constrained,
reducing the real-world impact
of output hikes.

The challenge is being com-
pounded by Russia, one of the
largest members of the group.
Under the latest OPEC+ agree-
ment, Russia’s quota rises to
around 9.82 million bpd,butthe
countryis currently producing
only around 9.2 million bpd,
leaving an outputgap ofroughly
600,000bpd.

According to Rystad, the
shortfall reflects the combined
impact of intensifying drone
attacks on Russian oil infra-
structureand alonger-termero-
sion of production capacitythat
predates the current conflict.
The widening gap between Rus-
sia’s assigned quota and actual
output could become increas-
inglyvisible as OPEC+ continues
unwinding supply cuts.

The development also com-
plicatesabroader reviewunder-
way within thealliance.

OPEC+ iscurrently conduct-
ingacapacityassessmentthat is

expected to helpdetermine pro-
duction baselinesfor2027 quo-
tas. However, with the Strait of
Hormuz closed and several pro-
ducers operating at below-nor-
mal levels,an accurate assess-
ment of sustainable production
capacity has become signifi-
cantly moredifficult.

That could make the next
round of quota negotiations
considerablymore sensitive.

While currentmarketatten-
tion remains focusedon supply
disruptions, Rystadwarned that
the opposite risk may emerge
once the Strait of Hormuz
reopens.

The consultancy estimates
the market could face a surplus
ofas much as 5 million bpd in
the monthsfollowing areopen-
ing, driven by returning OPEC+
supply, stronger US shale pro-
duction and weaker demand
after a prolonged period of ele-
vated prices. Additional produc-
tion from the UAE could add
further downward pressureif
restrictions are relaxed.



No more fiscal support to OMCs: Govt

Centre has extended support of T1.23L cr to OMCs by allowing to retain gains from excise duty cut on petrol, diesel

PUSHPITA DEY i@ New Deli

THE Centre has extended fiscal
support of around 71.23 lakh
crore to oil marketing compa-
nies (OMCs) by allowing them
to retain gains from the excise
duty cut on petrol and diesel
and absorb the impact of elevat-
ed crude oil prices for T8 days,
senjor povernment sources said
on Tuesday.

However, officials indicated
that no further fiscal support is
likely, and future increases in
input costs may have to be
passed on to consumers through
fuel price revisions.

Amid the impact of the West
Agia crisis on glohal crude oil
prices, the government on 27
March reduced the central ex-
cise duty on petrol and diesel
by 10 per litre each. While the
duty cut lowered government
revenues, OMCs did not corre-
spondingly reduce retail fuel
prices, enabling them to offset
a portion of their losses, The
government also earmarked
F10,000 crore for OMCs to help

stabilise aviation turbine fuel
(ATF) prices.

“We provided fiscal support
of around ¥1.23 lakh crore to
OMCs by enabling them to ab-
sorb the impact of higher crude
prices for 78 davs. However, the
companies continue to face un-
der-recoveries, which they will
hawve to recoup through calibrat-
ed price increases,” a govern-
ment source said. According to
officials, OMC under-recoveries
remain elevated at around 2652
crore per day following the
sharp increase in global crude
oil and natural gas prices.

The West Asia conflict has
disrupted energy supply chains
and pushed up crude prices, re-
sulting in major pressure on
OMC margins. In response, fuel
retailers raised petrol and die-
sel prices in phases four times
last month. Petrol prices have
increased cumulatively by T7.35
per litre, while diesel prices
have risen by ¥7.53 per litre.

Spurces clarified that the
Centre has not advised state
governments to reduce value-

OMCs CONTINUE
TO ABSORB LOSSES

OMCs continue to face under-
recoveries, which they will have to
recoup via price increases, say sources

OMCs under-recoveries remain at
around ¥652 crore per day

Sources say Centre has not advised
state govts to cut VAT on
petrol and diesel to
soften impact

MOLLVH SN E53H4XT

added tax (VAT) or sales tax on
petrol and diesel to soften the
impact on consumers.

The government has main-
tained that the domestic econo-
my remains broadly resilient
despite global uncertainties.
However, officials identified
three key areas of concern —
fertilisers, pold and crudeoil
where price pressures continue
to pose risks.

Companies continue to
face under-recaveries

Govemment soune

ATF prices rise
10% as oil retailers
roll out scheme
ENS EFI!HU_III'. BUREAU iiNewI:_E_lhi

OIL marketing companies
(OMCs) have increased the
price of aviation turbine fuel
(ATF) by 10% while rolling out
a price stabilisation regime that
offers domestic airlines a fixed
fuel rate for up to three yvears.
The move is aimed at shield-
ing carriers and passengers
from swings inglobal oil prices.
Ag per a report citing sources,
with the increase, jet fuel for do-
mestic airlines will cost about
T115 per litre, up from T104.93
per litre, This new rate will be
locked in for up to three years
for airlines that opt to partici-
pate in the gover nment-backed
price stabilisation scheme.
Ajrlines that don't opt for the
scheme will continue to pay
market-linked prices.
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ABOUT 15% OF GAS OUTPUT FROM NORTHEAST REMAINS IDLE

Cos Seek Lifting of Curbs on Gas Pipeline Integration

Push for connecting common carrier & regional pipelines; move could free up 10% of gas output, help cut import reliance

Prashant Mukherjee

New Delhi: Domestic energy com-
panies, including OilIndia, ONGC,
Hindustan Oil Exploration Com-
pany, OilMax Energy and Vedanta,
are demanding that the Petroleum
and Natural Gas Regulatory Board
(PNGRB) lift restrictions on con-
necting common carrier pipelines
with regional pipelines, a move
that could immediately free up ne-
arly 10% of India’s gas output and
ease pressure on national supplies.

Around 14 million metric standard
cubic metres per day (MMSCMD),
nearly 15% of country’s domestic
gas output from the Northeast, isly-
ing idle and not utilised, even as In-
dia imports 95 MMSCMD of LNG at
$19-20 per mmbtu. The foreign ex-
change drain amounts to nearly
$500 million annually.

Three pipelines in the northe-

Smooth Flow

Three pipelines
in NE end

Domestic energy cos want PNGRB to lift restrictions on
connecting common carrier pipelines with regional pipelines
THIS MOVE COULD
Free up nearly 10%
of India’s gas output
Ease pressure

on national supplies

ast—Duliajan-Numaligarh Pipeli-
ne, Assam Gas Company Ltd net-
work and Indradhanush Gas Grid
Limited (IGGL) regional line—ter-
minate within 100 metres of the
Numaligarh Refinery but cannot
legally connect under the PNGRB
rules. Producers say a temporary
regulatory waiver would take six
weeks to implement and could un-
lock around 8 MMSCMD of gas sit-
tingidle in upper Assamregion.
Kapil Garg, chairman and mana-

within 100 m
of Numaligarh
Refinery

But can’t
legally connect
under PNGRB
rules

ging director of Oilmax Energy, told
ET that the solution is straightfor-
ward. “We have requested the
PNGRB to temporarily allow con-
nection of the common carrier pipe-
line with the other pipelines. This
will take only six weeks and around
6-8 MMSCMD of gas can be put to
use immediately, which will help In-
dia at this critical time,” he said.
ONGC and OIL did notrespond to
requests for comment. Queries
sent to Vedanta Oil and Gas did not
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elicit aresponse till press time.

The upper Assam region has been
producing gassince1889. Itsrecove-
rable reserves stand at 200 billion
cubic metres. Keyfields at Duliajan
operated by Oil India, Lakwa and
Geleki by ONGC and the Agartala
Dome in Tripura have fed refineri-
es, power plants and fertiliser units
fordecades. Yet today five state capi-
tals—Shillong, Imphal, Kohima,
Aizawl and Gangtok—haveno pipe-
line gas connection. The three net-
works that do exist are isolated.

While the long-term solution, the
Indradhanush Gas Grid, a1,670-km
open-access pipeline designed to
connect all eight Northeastern sta-
tes is under construction. The first
section from Guwahati to Numali-
garh is operational. The rest is be-
ing tested, with gas-in targeted for
the end of 2026. Butfull completion
is atleast two years away.

IGGL CEO Subrata Das told ET,

“There was no proper forecasting
initially and noplanning. Theenti-
reupper Assam region was left out
of demand surveys. When domes-
tic gas prices were low, exploration
companies felt the costs were too
high. Now the gasisthere, around8
MMSCMD idle in Duliajan alone,
but there is no evacuation line.
Even if we start laying pipes today;,
it will take two more years.”

Besides, in Bihar’s Barauni, where
the NE grid meets GAIL's national
Urja Ganga pipeline, a compressor
must be built to bridge pressure dif-
ference between the two systems.
Without it, gas from Assam and Tri-
pura physically cannot enter the na-
tional grid. For now, around 8
MMSCMD of gasneedsonly six we-
eks and one regulatory decision to
start flowing. That decision sits
with the PNGRB and each passing
day costs India about $1.4million in
avoidable LNG imports.
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Fuelling a Shift

Fuel sales on-year growth rate (%)
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Fuel Use Drops 6.5% YoY in May

Supply, price worry:; fall a red-flag for economic activity

Sanjeev Choudhary

New Delhi: A supply squeeze and hig-
her product prices due to the Iran war
are weighing on demand for transpor-
tation fuels and other petroleum pro-
ducts in India, while also pushing con-
sumers towards alternatives.

Total consumption of refined pro-
ductsfell 6.5% in May, from a vear earli-
er,t019.93million metric tonnes, accor-
ding to oil ministry data. The month
saw subdued growth in transportation
fuels sales— petrol was up 3.3 % and di-
esel grew 1.5% while aviation turbine
fuel (ATF) was flat. Sales of other pro-
ducts such as naphtha (29%), LPG

(20.5%), bitumen (39.4%) and petcoke
(11.3%) fell sharply.

Petrol and diesel sales increase in
May was around half the average
growth recorded for the two fuels in
FY26.

Slowing fuel consumption is an indi-
cator of weakening economic activity,
said an industry executive.

Alt Fuel Use on the Rise »» 12
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Alt Fuel Use on the Rise

»»From Page 1

While softer diesel demand reflects sluggish acti-
vity in the transportation sector, lower bitumen
consumption signals slow pace of road construc-
tion. Decline in naphtha and petcoke usage sug-
gests tepid industrial activity, especially as alter-
native fuels such as natural gas have also become
expensive and are seeing weak demand, the ex-
ecutive said.

Thenear closure of the Straitof Hormuzand im-
portcurbs are at the heartof the slowdown in fuel
consumption, a second executive said.

“Suppliesof LPG, bitumen, and petcoke from the
Gulf region have been disrupted,” the executive
said. “To compensate for lower LPG imports, do-
mestic refiners are maximising LPG output, re-
sulting in changes in the yield pattern of other
petroleum products.”

Morenaphthaisbeingdiverted to boost LPG pro-
duction, he said, while lower naphtha availability
is driving consumers towards fuel oil, a cheaper
alternative whose consumption rose 24 % in May,

Industry executives said a sharprise in bulk die-
sel prices—about Rs 50 per litre compared with Rs
8 per litre for retail diesel—may also have curbed
consumption as users sought alternatives or im-
proved efficiencies.

Higher prices at pumps run by private fuel retai-
lers Nayara Energy and Shell also reflected on In-
dia’ssubdued petroland diesel sales in May, execu-
tivessaid. Salesatprivateretailersdeclined, while
rising at pumps run by state-run refiners.

Meanwhile, higher ATF prices prompted airli-
nes to cut several flights, keeping national con-
sumption flat last month.
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