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ENSURING ENERGY SECURITY

India Working
on Subsea Gas
Pipeline Project
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Oman route planto
help mitigate risks
brought to fore by
Hormuz Strait block

Prashant Mukherjee

New Delhi: India is accelera-
ting plans to secure uninterrup-
ted gas supplies from the Gulf
through adirect deep-seapipeli-
ne, as the Strait of Hormuz cri-
sisleadsthe governmenttoprio-
ritise energy security. If clea-
red, the estimated %40,000 crore
($4.7-4.8 billion) pipeline project

disruption
20 %+
£ if_'ZVTFI’Z

Cost

Supply

Depth of 3,450 metres
makes it among the

PNGRB

from Omanisexpectedtotakefi-
ve to seven years to build, said a
petroleum ministry official.

The push reflects the count-
ry’shighexposureto LNG supp-
ly shocks and price volatility,
and shows how it lags manufac-
turingrivals such as China.

The ministry is set to direct
state-run GAIL, Engineers In-
dia and Indian Oil Corp to pre-
pare a detailed feasibility re-
port, senior officials told ET.
They said the government is
working off a pre-feasibility
study submitted by The South
Asia Gas Enterprise (SAGE), a
New Delhi-based private sector
consortium.

Stable, Cost-Competitive Supply »» 15




Economic Times, Mumbai, 14/05/2026
Page No: 1, Size: 36.72cm x 35.75cm

Stable, Cost-Competitive Supply

»»From Page 1

A positive detailed feasibility
report will pave the way for
formal government-level nego-
tiations with Oman on gas
supply, financing and project
execution.

“India needs to move beyond
dependence on LNG spot mar-
kets,” one of the officials said.
“A dedicated pipeline from West
Asia gives usstable, cost-compe-
titive gas without depending on
any transitcountry ormaritime
choke point.”

India’s natural gas demand is
steadily rising as the energy-
hungry country attempts to en-
hance the share of gas in its pri-
mary energy mix. Current con-
sumption stands at roughly 190-
195 million standard cubic met-
res per day (mmscmd) and is
projected toreach nearly 290-300
mmscmd by 2030. Estimates
suggest LNG imports alone co-
uld reach 180-200 mmscmd by
theend of thisdecade.

PROJECT DETAILS

The proposed Middle East-India
Deep-water Pipeline (MEIDP)
will stretch 2,000 km under the
Arabian Sea, connecting Oman
directly to the Gujarat coast. It
will deliver around 31 mmscmd
of natural gas.

The route will be designed to
pass through the Arabian Sea
viaOman and UAE, avoiding ge-
opolitically sensitive regions,
and would allow India to access
gas from Oman, UAE, Saudi
Arabia, Iran, Turkmenistan,
andQatar,aregion holding 2,500
trillion cubic feet of gas reser-
ves. The pipeline could run at
depthsof upto 3,450 metres, ma-
king it one of the deepest under-

sea pipelines ever attempted
globally.

Recent technical studies have
confirmed the project as feasib-
leowingtoadvances in deep-sea
pipe-laying and pipe-repair
technology. SAGE, per its go-
vernment submissions, has al-
ready laid around 3,000 metres
of tactical test pipeline along
the route at a cost of around 25
crore to study seabed condi-
tions. ET could not indepen-
dently verify thisfigure.

WAKE-UP CALL
Nearly two-thirds of India's
LNG imports transited the Stra-
itof Hormuz in 2025. When Iran
effectively shut the route in late
February following the conflict
with the US and Israel, global
LNG supply fell by more than
20%, triggering price spikes.
Asian spot LNG prices, repre-
sented by the Platts JKM bench-
mark, have experienced sharp
swings in recent years. Prices
that hovered at $10-12 per
MMBtu during stable periods
surged to $24-25 per MMBtu due
tothe geopolitical crisis.

The Hormuz disruption has
underscored India’s vulnerabi-
lity to both physical supply
shocks and price swings. “De-
pendence on a single maritime
chokepoint is no longer viable,”
said the official cited above.
“This isnow a national security
imperative.”

Alongside pipelines, policy-
makers are flagging a critical
gap with the absence of gas
storage.

Unlike crude, India has virtu-
ally nostrategic gasreserves,le-
aving it exposed to volatile spot
markets and unableto store che-
ap gas for times of crises. Cur-
rently, India has 22-24 LNG sto-
ragetanksacrossregasification
terminals, with an estimated
storage capacity of roughly 2-
2.5 billion cubic metres
(BCM). This volume repre-
sents only 10-12 days of na-
tional gas consumption.

“India has debated an
Oman pipeline for deca-
des,” said Ashutosh Kar-
natak, former chairman
and managing director,
GAIL. “The Hormuzcrisis

has forced action. A pipeline of-
fers price predictability and
supply security that LNG can-
notmatch.”

The move also highlights Indi-
a’s gap with China in securing
pipeline gas and storage. Be-
ijing has spenttwodecadesbuil-
ding multiple overland pipeline
corridors—precisely the kind
of supply security that insula-
teditfrom the Hormuz shock.

China’s Power of Siberia pipe-
linebegan operationsin Decem-
ber 2019 and delivers up to 38
bem per year from Siberian gas
fields at full capacity. A second
pipeline, Power of Siberia 2,
with a proposed capacity of 50
bem per year via Mongolia, is
under negotiation. From Cen-
tral Asia, China already has
three parallel pipelines from
Turkmenistan. These have a
combined capacity of 55 bcm
per year. A fourth line is under
construction that would take to-
tal capacity to 85 bcm per year.

Also, China’s total gas storage
capacity is expected to reach 80
bem by end-2026, covering ro-
ughly 20% of its annual con-
sumption. India has no compa-
rable strategic gasreserve.

The proposed Oman pipeline
could help bridge key demand
gaps. The fertiliser sector alone
needs 46-50 mmscmd, while city
gasdistribution continuestoex-
pandrapidly.
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BRENT TRADES AT $107

Oil Inventories
are Falling at
Record Pace
Dueto War:IEA

Crude stock declined at
four million barrelsa
day in March and April

0Oil inventories are falling around the
world at a record pace and will conti-
nue to drop for months as the disrup-
tion to West Asia supplies from the
Iran war intensifies, according to the
International Energy Agency.

Global observed oil inventories de-
clined at a rate of about 4 million bar-
rels a day in March and April, accor-
ding to a monthly report from the
agency, which is co-ordinating the re-
lease of emergency fuel stocks by ma-
jor economies like the US, Japan and
Germany. The market will remain
“severely undersupplied” until Octo-
ber even if the conflict ends next
month, itsaid.

Oillargely held its 8% surge over the
past three sessions. Brent crude tra-
dedabove $107abarrel, paringmostof
its retreat earlier on Wednesday, after

the [EA’s statement.
] The hit to exports is
“Evenifthere deepeningasthecon-
isasolution flict continues to ef-
tothe fectively shutter the
conflictitwill  Strait of Hormuz,

which connects the
and months Persian Gulf tointer-

toresume national  markets.
flows Global supplies
through the slumped by a further
Strait of 1.8 million barrels a

Hormuztoa day last month, ta-
normalpace”  King total losses sin-

ce February to 12.8
million barrels a day, according to the
report. “Even if there is a solution to
the conflict, we do think it will take ti-
me—weeks and months—to resume
flows through the Strait of Hormuz to
anormal pace,” Toril Bosoni, head of
the IEA’s oil markets and industry di-
vision, said in an interview. “The
longer the disruptions remain in pla-
ce, and the faster inventories decline,
‘weare goingtosee increased pressure
onprices.”

The crisis is also taking a deeper toll
on demand, prompting the agency to
slash projections for a third month
since the conflictbegan. World oil con-
sumption is set to plunge by 2.45 mil-
lion barrels a day this quarter; the ste-
epest drop since the 2020 Covid pande-
mic, as product flows are cut off and
prices soar.

There are some signs that the in-
ventory drawdown may have slowed
slightly in recent days, according to
Goldman Sachs Group , which poin-
ted to weaker demand from China.
Bloomberg
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HPCL ()4 Net Rises 78%
as Margins Stay Strong

Mumbai: State-run Hindustan
Petroleum Corporation (HPCL)
reported a 77.6% year-on-year
increase in consolidated net pro-
fit for the March quarter, driven
by robust marketing perfor-
manceand strong refining profi-
tability.

Net profit rose to 36,065.26 cro-
re in the quarter from ¥3,415.44
crore a year earlier. Total inco-
me increased 4.45% to ¥1.24lakh
crore from 119 lakh crore in
Q4FY25. For FY26, net profit sur-
ged 168 % to ¥18,046.89 crore, whi-
le total consolidated income ro-
se2.6% to¥.811akh crore.

The board recommended a fi-
nal dividend of 19.25 per share

of face value 710 for F'Y26, in ad-
dition to an interim dividend of
5 per share paid earlier in the

year.
(o

o March quarter stood

at $14.27 per barrel

against $8.44 per barrel a year

earlier. For FY26, GRM rose to

$8.79 per barrel from $5.74 per

barrel in FY25. GRM refers to

the profit earned by refineries

from converting crude oil into
petroleum products.

HPCL commissioned 526 retail
outlets during the quarter, ta-
Kking its network to 25,098 out-
lets. —Our Bureau

Gross refining mar-
gin (GRM) for the
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Modi’s call for economic patriotism — rationale

KARUNA
GOPAL
= VARTAKAVI

Lawrence Wong, Prime Minister of
Singapore, instructed delegates of a con-
ference to ‘aveid business suits" and
wear white shirts, they complied. This
was in 2016, when Wong was the
Minister for National Development
focusing on urban sustainability. There
was no West Asia crisis then, he was just
making citizens responsible’ forensur-
ing sustainability. Cut to the present,
when PM Modi makes similar requests
especially during the West Asian crisis
there is a meltdown... Some resorted to
rumours like India has ceased import-
ing, India refused to accept LNG consign-
ment from Russia and a major lockdown
is imminent etc.

When crude oil prices surge from
§70 to over $125 a barrel in a matter of
weeks, when the world's most critical
energy chokepoint goes dark, and
when India's $207 billion annual
import bill in gold and oil starts bleed-
ing foreign exchange reserves at a rate
of roughly 85 billion a month, as head
of government PM Modi had two
options — impose mandatory auster-
ity or appeal to citiZens' sense of
duty. PM Modi chose the
second option.

He made seven specific appeals:
avoid buying gold for a year; postpone
non-essential foreign travel and des-
tination weddings; revive work-from-
home practices; use metro rail,
carpool, and electric vehicles: cut
edible oil consumption by 10 per cent;
reduce chemical fertiliser use by 50 per
cent; and participate in virtual meet-
ings instead of in-person enes. Critics
immediately collected their ammuni-
tion of rumours, supporters called it
statecraft while reality says it is respon-
sible governance.

The World Accepted Change — India
Should Too

The backdrop to Modi's speech is a
global energy emergency unlike any-
thing since the 1973 oil crisis. Since
February 2026, when US and Israeli mili-
tary operations against Iran triggered the
closure of the Strait of Hormuz, roughly 20
percentoftheworld’s oil has been disrupt-
ed — what the International Energy
Agency characterised as the “largest
supply disruption in the history of the
global oil market.” Brent crude, which
traded at around $62-70 per barrel for
much of FY 2025-26, surged past £100
almostimmediately, touched a record $166
per barrel on March 19, and has since sta-
bilised above $12s.

Eighty-two countries have responded
with emergency energy measures,
Fourteen have mandated work-from-
home in non-essential sectors. Eight have
capped air conditioning temperatures in
public buildings at 24-26°C. Six have shut
schools and universities or restricted
their hours. More than fifteen have intro-
duced fuel rationing, speed limits, odd-
even vehicle rules, or private vehicle
curbs. Over twenty have launched nation-
al energy conservation campaigns.

The specific measures paint a stark
picture of global urgency: South Korea has
asked citizens to run washing machines
and vacuum cleaners only on weekends.
Sri Lanka declared Wednesdays a nation-
al heliday to conserve fuel. Germany
reintroduced car-free Sundays. Italy man-
dated a minimum AC temperature of 27°C
in all public buildings. France banned short
domestic flights. Bangladesh ordered
shopping malls to close by 7 PM. India, by
contrast, has implemented no mandato-
ry restrictions so far.

But what Modi is doing now is just
‘Demand Side Management’. Any expert
on energy and water will endorse this
strategy.

Golden Advice

0Of all Modi's appeals, the call to stop
buying gold is economically signifi-
cant. PM Modi's declaration — “In the
national interest, we must resolve not

to purchase gold for a year”™ is a

balance-of-payments responsibility
given to 1.4 billion people.

India's gold import bill rose to nearly
$72 billion in 2025-26 — almost double
the %35 billion recorded in 2022-23.
Combined with crude oil imports of
approximately $135 billion, these two
commeodities alone account for $207
billion of India’s annual import bill,
putting persistent pressure on the
current account deficit (CAD). India’s CAD
had already expanded to $13.2 billion,
equivalent to 1.3 per cent of GDP in the
December quarter of 2025, before the full
force of the oil price shock hit.

The arithmetic of restraint is com-
pelling. Even halving gold imports from
£72 billion to $36 billien would reduce
India’s current account deficit from
approximately 2 per cent of GDP to 1 per
cent— a reduction that would ease pres-
sure on the rupee, lower import costs
for everything from crude oil to electron-
ics, and reduce the RBI's burden of forex
intervention.

How ridiculous that opposition voices
have drawn parallels to Jawaharlal
Nehru and Indira Gandhi, who made
similar appeals against gold buying in
earlier eras. There is no comparison
whatsoever. Nehru's and Indira’s
appeals came during periods of domes-
tic economic mismanagement and
forex crises created by their own poli-

cies, including the oil bonds burden,

which left massive unbooked debt for
Modi government to clear even in
peacetime. The current crisis is external-
Iy triggered — a geopolitical war has
shuttered the world’s most critical
energy corridor. The cause is categori-
cally different. Let that sink in.

India’s Foresight

The NDA government is agile — excise
duties on petrol and diesel were
reduced by 710 per litre in March, and
export duties on diesel and aviation fuel
were raised to protect domestic supply.
India diversified its crude sourcing to
around 40 countries by March 2026 and
began increasing purchases from Russia
as Middle Eastern supplies grew uncer-
tain. Domestic refineries were operat-
ing at above-rated capacity. These are
supply-side interventions. Modi's appeal
targets the demand side — which is
where India’s vulnerability rests.

India had 32.71 million outbound
travellers in 2025, while foreign tourist
arrivals remained at just 9.02 million —
a ratio of more than three to one, rep-
resenting a significant net forex outflow
from tourism alone. Foreign exchange
earnings from tourism reportedly
declined by 6.6 per cent during the year,
further widening the gap. A 25 per cent
voluntary reduction in foreign holidays
would not merely save forex; it would
redirect spending into the domestic

economy, supporting Indian tourism,

hospitality, and services sectors during
a period of global uncertainty.

Work From Home: Small Office Home
Office (SOHO)

Even a 5-10 per cent reduction in
urban fuel consumption across India's
top ten cities would translate into mil-
lions of fewer litres of imported crude
burned weekly. A worker commuting
roughly 30 kilometres daily through
Bengaluru traffic in a petrol vehicle con-
sumes approximately 2 to 2.5 litres of
fuel per working day — amounting to
nearly 5,000 monthly on petrol alone.
MovelnSync’s 2025 India on Wheels
report found that Bengaluru's average
one-way commute had risen from 54
minutes in 2024 to 63 minutes in 2025.
These are not productivity outcomes -
they are productivity losses.

Every litre burned in peak-hour urban
traffic is a litre imported against a
weakening rupee at $125+ per barrel.

Modi's push for EV adoption and
metro usage, urban air quality — already
among the worst in the world in cities
like Delhi, Mumbai, and Lucknow —
would see measurable improvement.
India has already surpassed its renew-
able energy targets ahead of schedule;
integrating work-from-home (WFH) and
EV adoption into the national energy
story would accelerate the transition
from fossil fuel import dependence
toward domestic energy generation.

The Cenvoy Question: Leading by
Example

Government convoys central and
state consume fuel at a scale thatis not
invisible to citizens. Prime Minister has
sharply reduced the size of his official
convoy, days after calling for austerity
measures and urging citizens to cut
down on the use of fuel driven vehicles.

The downsized convoy was deployed
during the Prime Minister's recent visits
to Gujarat and Assam. Officials were
directed to incorporate electric vehicles
into his convoy wherever feasible,
without making fresh purchases.

Following PM Modi's decision, the
union home minister and defence min-

ister have also taken steps to reduce

their convoy to less than half for conser-
vative fuel use.

Chief Ministers of Uttar Pradesh,
Delhi, Madhya Pradesh, Maharashtra
have reduced their convoy to 50 per cent
and encouraged officials to adopt work-
from-home arrangements and virtual
meetings wherever possible and
appealed to people to increase the use
of public transport, cycling and electric
vehicles. All departments are directed
to prioritise carpooling and public
transport while reducing the number of
vehicles used for official purposes.

Patriotism in Contemporary World

“Patriotism is not just about dying for
the country. Living for the country and
fulfilling our duties to the country is also
patriotism.” Medi's words were not a
slogan — they were a reframing of civic
responsibility for a crisis that does not
announce itself with guns or missiles.
The West Asia war is not India’s war. But
its economic consequences are landing
in the Indian terrain.

A3 percentsaving on crude consump-
tion equals $5 billion saved — one
month of war-related forex pressure
eased. A 25 per cent reduction in foreign
helidays equals another $10 billion. A 15
per cent cut in gold imports equals yet
another $10 billion. Taken together,
“voluntary civilian restraint" across
these three categories alone could
delay economy-wide fuel price hikes by
approximately five months — protect-
ing millions of Indians from a cost-of-
living pain that no government subsidy
could provide. This ask of Modiis nota
sacrifice. It is indeed a leverage —small
individual actions, multiplied by 1.4
billion people, producing macroeco-
nomic outcomes that no single policy
instrument can match.

The case for compliance with Modi's
appeals is not built on patriotism alone.
The benefits of such a collective nation-
al response could be transformational
for our country. No Indian felt the heat
so far. That's the coolest point to note.

The writer is a distinguished fellow at
the India Foundation.
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Pricing Our Way Out

GOI should let the economy adjust to new energy market realities, and raise pump prices. Lower
domestic fuel consumption will also mean less dollar demand & help shore up the rupee

Neelkanth Mishra

Well into the third month of the
Iran war, earlier assumptions of a
short-lived conflict, have now been
negated. Over the past week, even as
physical shortages of oil seem to have
eased, oil’s price for March 2027 delivery
has risen nearly 10% to $83/barrel. It is now prudent
to start measuring the impact on the economy, and for
policy to begin adjusting.

To estimate growth rates going forward, it is
important to assess where we were before the war.

Back in 2024-25, the economy grew at 7.1% in real
terms, despite significant and simultaneous fiscal and
monetary tightening. This implies that
underlying economic momentum was much
stronger than 7.1%. Monetary headwinds
continuedtill thefirst half of last year, when
easing monetary conditions, and GST cuts,
boosted economic momentum. This year,
with nearly no fiscal tightening, and
monetary tailwinds, pre-war, real growth
wasexpectedtobe7.5%.Indicators in March
and April showed growth was better than
expected despite the war dominating
headlines, with strong growth in autos,
cement, credit, and consumer goods.

Let us now measure the impact of the
energy price shock. Major forms of dense
energy imported by India are crude oil,
naturalgas, fertilisersand edible oil. Making
some assumptions to simplify the sensitivity
analysis, we find that if oil prices stay $15
per barrel over last year’s average of $70 for
a year, the impact would be $40bn, or 1% of
GDP. At last few weeks’ average of around $100/barrel,
headwinds are at the pace of 2% of GDP.

This ‘terms of trade’ shock — the need to pay
$80bn more for energy, meaning there is less to buy
locally produced goods and services — will be split
between arise infiscal deficit and economic growth.

The cut in excise duty on petrol and diesel,
continuing losses at oil marketing companies (OMCs),
and subsidies on LPG and fertiliser together account
for additional monthly subsidy of around %40-45K cr.
This has defrayed1.2% of GDP impact sofar.

The remaining 0.8% of GDP has flowed through
market channels—prices of plastics and chemicals, for

example, are up sharply, curtailing demand. Whereas
the sharp increase in plastic prices has effectively
shutdown plastic furniture manufacturing, plastic use
for packaging is relatively unaffected so far (usually
a small part of the end-product cost, and so, can be
passed on oreven absorbed).

Govt's economic stabilisation fund
of Z1tn should last for 2.5 months at the
current pace. If oil prices remain
elevated, they will need to start raising
fuel prices at the pump and LPG prices. A
210 per litre increase for diesel and petrol would be a 0.4
percentage point of GDP annually —this would reduce
the fiscal deficit run-rate and bring down growth.

A much more important constraint is the

If oil prices stay around $100/barrel, the
impact will be 2% of GDP...this will play
out via higher deficits & lower growth

availability of dollars. While RBI’s foreign currency
reserves can meet a temporary problem in balance
of payments (demand vs supply of dollars),
recent trends indicate panic has set in, with dollar
shortages being much worse than what fundamentals
would suggest.

The full-year dollar shortage in the last fiscal

should have been in the range of $25bn. But RBI had to

intervene by over $80bn just in the last six months of

the year. This means, exporters have slowed hedging

(reducing supply of dollars),and importersand foreign

investors are hedging much more than they used to

(raising demand for dollars).
NERGY Increase in import duties on gold
and silver is designed to reduce

A Rs ‘non-essential’ imports, butthey may not

suffice. Higherretail prices of petroland
diesel can help more, by reducing
demand and the import burden.

Will there be physical shortages of oil and related
products? Other than natural gas (a relatively
small part of India’s energy supply) and LPG (volumes
down 16-17% vs last year in March and
April), for now, significant shortages appear
unlikely, in our view.

India has a refining surplus, and given
thatrefining margins are up sharply too-as
the Strait’s blockade has affected not just
crude oil supply but also refining capacity —
Indian refiners are able to source crude,
and sell the product locally. In fertilisers,
farmers most impacted will be from
countries that do not subsidise (like US,
given that the urea-to-corn price ratio is at
a record high) or cannot subsidise (like
SriLanka or Pakistan).

The remarkable stability in oil prices
in April was likely due to China drawing on
3.5mn barrels per day of inventory, more
than 3% of global demand, and 10% of its
strategic reserves. This kept global markets
stable,andthe warringsidesfeltnopressure
to compromise for an agreement.

However, even strategic inventories cannot last
forever. Stocks of aviation fuel (ATF) at the aviation hub
in Europe, for example, are down by a third in two
months, and major European airlines have had to
cut flights in May to optimise. Global airline seat-kms
were down 2.5% year-on-year in April, versus a
pre-war growth of 5%. This may fall further, just when
thenorthern holiday season starts.

Essentially, GOI's approach may need to change
to adapt to a longer period of elevated energy prices.
The economy should be allowed to adjust to new
energy market realities.

The writer is chief economist, Axis Bank
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