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VLCC, Suezmax rates likely to stay high as
India, China seek alternatives to Russian oil

—
Rishi Ranjan Kala
Mew Delhi

The unwinding of produc-
tion cuts by OPEC+, coupled
with US sanctions on Rus-
sian oil giants Rosneft and
Lukoil —which will force In-
dia and China to scout for
lost barrels from the Middle
East and Latin America — is
likely to keep charter rates
for very large crude carriers
(VLCCs) and Suezmaxes
elevated.

CHARTER RATES UP

According to a recent report
by maritime consultancy
Drewry, the strong rally in
crude tanker stocks this year
is driven by a surge in charter
rates, underpinned by rising
oil inventories due to in-

creased OPEC+ supply.
“Additionally, the recent
sanctions on major Russian
exporters Rosneft and Lukoil
have pressured its customers
like China and India to re-
duce exports from Russia.
They could instead replace
them with imports from al-
ternative sources like Middle
East and Bragzil, which will
again increase the tonne-
mile demand for mainstream
tankers. As a result, charter

rates will remain elevated,
especially for VLCCs and

Suezmaxes,” the con-
sultancy emphasised.
BDTIRISES

VLCCs are largely used to
transport crude oil from
Middle East to India. The
Baltic Dirty Tanker Index
(BDTI) rose 47.2 per cent
YTD, backed by the strong
performance of VLCC and
Suezmax tankers. Higher
long-haul trade and in-
creased demand for floating
storage have pushed VLCC
rates above $80,000 pd (per
day).

For Suezmax vessels,
strong trade flows from
Kazakhstan to Asia amid
tighter sanctions have also
lifted rates, further support-
ing BDTI’s gains.

Santosh Gupta, Deputy
Director at Drewry’s Mari-
time Financial Research,
pointed out that the mo-
mentum largely began in
April-lune 2025, when the
Iran-Israel conflict raised
concerns over the potential
closure of the Strait of Hor-
muz. This triggered a war
premium in charter rates,
particularly for VLCCs and
LR2 vessels as they domin-
ated that route.

Amid these geopolitical
conflicts, OPEC+ also began
to unwind its previous pro-
duction cuts, tilting the mar-
ket towards excess oil sup-
ply. “This, in turn, increased
the need for floating storage,
further boosting the demand
for large crude tankers since
[the] effective supply of
VLCC for trade will be re-

duced. As of October, the
number of VLCCs used for
floating storage had in-
creased 24 per cent com-
pared to January 2025,
Gupta pointed out.

Companies that operate
VLCCs will benefit the most,
given that the global VLCC
fleetis ageing and no new de-
liveries are scheduled until
2026, which should continue
tounderpin earnings.

“We expect this positive
trajectory of increase in
crude tanker stocks to con-
tinue for another few quar-
ters, supported by the likely
oversupply in the oil market
and corresponding firmness
in charter rates. Investor op-
timism about future earn-
ings of tanker companies fur-
ther bolsters this trend,” said
Gupta.
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RIL Lowering Reliance

on Russian Crude

Oct pullback on Trump
pressure as co has large
US exposure; sanctions
by EU also kick in soon

Sanjeev Choudhary

New Delhi: Reliance Industries,
India’s top buyer of Russian

crude, is curtailing 0 purcha-
ses and preparing \-"—3

g5/ fy

to stop imports from sanctioned
Russian entities to comply with
Westernsanctionsand safeguard
access to US and European mar-
kets, as per people familiar with
thematter and shippingdata.
Reliance imported 534,000 bar-
rels per day (bpd) in October —
24% lower than September and
% below the April-September
average, according to Kpler, a glo-
bal real-time data and analytics
provider. Russia’s share in Reli-
ance’s crude slate fell to 43% in
October, from 56% in September:
Rosneft-backed Nayara

i I
Energy, however,

ramped up its purchases
last month, being entirely
reliant on Russian volu-
mes.

To offset the Russian de-
cline, Reliance leaned on
the Middle East — Saudi
volumes surged 87% and
Iraqi supplies 31%, pus-
hing their combined share
to 40% in October, up from
26% in September.

Complying with

Cut-OffImminent
534,000bpd

Reliance’s Russian
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winddown period
endsNov 21

LatestUS =) Pushing RIL
sanctions’ @ toprepare
fallout once for zero

imports from
Rosneft, Lukoil

Complying
with Sanctions

»»FromPage 1

Importsfromthe USalsonearly doubled, ri-
singtoaround 10% of Reliance’stotal crude
intake, from 5% in September.

The October decline, however, wasn't trig-
gered by the latest US sanctions on Rosneft
and LuKoil, Russia’s two largest oil expor-
ters, but by earlier uncertainty —the Trump
administration’s pressure campaign, puni-
tive tariffs on Indian exports that kicked in
late August, and the European Union (EU)
sanctions announced in July that take ef-
fectin January, the people said.

Russian eargoes received in October wo-
uld have been ordered in August, as orders
are placed roughly a month in advance of
loading with tankers taking another month
toreach India.

The latest US sanctions have introduced a
more direct constraint on RIL as Rosneft is
contracted to supply the Indian refiner and
retailer about 500,000 bpd under a term de-
al. Besides, continued purchases from a
sanctioned entity carry therisk of seconda-
ry sanctions.

“RIL just can’t afford to violate sanctions.
Ithastoomuch exposure tothe US. Some of
thebiggesttech companieshave invested in
its tech ventures,” one of the people cited
earlier said, adding that the company aims
to stop crude cargoes from sanctioned Rus-
sianentitiesafter the November21deadline
for USsanctions wind-down period.

Reliance may restore Russian volumes if
the restrictions are eased in future, he said.

RIL did not respond to ET’s queries.

Reliance last week confirmed it will comp-
1y with international sanctions.

A clarification issued by the European
bloclast month explained how refiners can
still export fuels to Europe even if they im-
port Russian crude. “If Russian crude oil
canbesegregated and proc parately
by the refinery, import into the EU is allo-
wed, subject to proving that the petroleum
product exported to the EU comes from the
‘production line' using non-Russian oil,”
the EUsaid

If a refinery can't segregate Russian cru-
de, it can still export to the EU by proving
thatno Russian oil has entered that produc-
tionline in the past 60 days, itadded.
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RIL Lowering Reliance

on Russian Crude

Oct pullback on Trump
pressure as co has large
US exposure; sanctions
by EU also kick in soon

Sanjeev Choudhary

New Delhi: Reliance Industries,
India’s top buyer of Russian

crude, is curtailing 0 purcha-
ses and preparing \-"—3
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to stop imports from sanctioned
Russian entities to comply with
Westernsanctionsand safeguard
access to US and European mar-
kets, as per people familiar with
thematter and shippingdata.
Reliance imported 534,000 bar-
rels per day (bpd) in October —
24% lower than September and
% below the April-September
average, according to Kpler, a glo-
bal real-time data and analytics
provider. Russia’s share in Reli-
ance’s crude slate fell to 43% in
October, from 56% in September:
Rosneft-backed Nayara
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Energy, however,

ramped up its purchases
last month, being entirely
reliant on Russian volu-
mes.

To offset the Russian de-
cline, Reliance leaned on
the Middle East — Saudi
volumes surged 87% and
Iraqi supplies 31%, pus-
hing their combined share
to 40% in October, up from
26% in September.
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Importsfromthe USalsonearly doubled, ri-
singtoaround 10% of Reliance’stotal crude
intake, from 5% in September.

The October decline, however, wasn't trig-
gered by the latest US sanctions on Rosneft
and LuKoil, Russia’s two largest oil expor-
ters, but by earlier uncertainty —the Trump
administration’s pressure campaign, puni-
tive tariffs on Indian exports that kicked in
late August, and the European Union (EU)
sanctions announced in July that take ef-
fectin January, the people said.

Russian eargoes received in October wo-
uld have been ordered in August, as orders
are placed roughly a month in advance of
loading with tankers taking another month
toreach India.

The latest US sanctions have introduced a
more direct constraint on RIL as Rosneft is
contracted to supply the Indian refiner and
retailer about 500,000 bpd under a term de-
al. Besides, continued purchases from a
sanctioned entity carry therisk of seconda-
ry sanctions.

“RIL just can’t afford to violate sanctions.
Ithastoomuch exposure tothe US. Some of
thebiggesttech companieshave invested in
its tech ventures,” one of the people cited
earlier said, adding that the company aims
to stop crude cargoes from sanctioned Rus-
sianentitiesafter the November21deadline
for USsanctions wind-down period.

Reliance may restore Russian volumes if
the restrictions are eased in future, he said.

RIL did not respond to ET’s queries.

Reliance last week confirmed it will comp-
1y with international sanctions.

A clarification issued by the European
bloclast month explained how refiners can
still export fuels to Europe even if they im-
port Russian crude. “If Russian crude oil
canbesegregated and proc parately
by the refinery, import into the EU is allo-
wed, subject to proving that the petroleum
product exported to the EU comes from the
‘production line' using non-Russian oil,”
the EUsaid

If a refinery can't segregate Russian cru-
de, it can still export to the EU by proving
thatno Russian oil has entered that produc-
tionline in the past 60 days, itadded.
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OVERALL SHIPMENTS IN OCT AT 1.25 MBPD Sanctions take toll

Domestic Demand Drags
Fuel Exports Down 21%

Sanjeev Choudhary

New Delhi: The nation’s fuel
exports fell 21% month-on-
month in October as refiners
prioritised festive domestic
demand and diverted barrels
to cover supply gaps from
HPCL's refinery outage, with
Nayara Energy’s exports still
held back by sanctions.

Fuel exports dropped to 1.25
million barrels per day (bpd)
in October from 1.58 mbd in
September, with shipments of
all major fuels—petrol, diesel,
and aviation turbine fuel
(ATF)—declining, according
to Kpler, a global real-time da-
ta and analytics provider. Die-
sel exports, which account for
about half of India’s overall
fuel exports, fell 12.5% month-
on-month to 665,000 bpd.

“The drop likely reflects
stronger domestic demand, a
greater share of output redi-
rected to the local market, and
operational constraints such
as HPCL’s Mumbai refinery is-
sues and ongoing maintenan-
ce at other sites,” said Sumit
Ritolia, lead research analyst-
refining and modelling at
Kpler. “We may see a pickup in
exports during November and
December, asrefinersrebalan-
ce runs and domestic demand

SALESSLIPLOCALLY
Domestic
diesel sales
slipped
0.5%on-year after an
unusually strong 6%
jumpin September

eases slightly.”

Hindustan Petroleum
(HPCL) shut one of its proces-
sing units due to contamina-
tion of crude received from
Hindustan Q0il Exploration
Company, causingtightnessin
fuel supply that private refi-
nershelped toease.

RELIANCE, NAYARA WORSTHIT

Both Reliance Industries and
Rosneft-backed Nayara Ener-
gy recorded a significant drop

in exports last month. Nayara
Energy, hit by sanctions and
unabletoaccessitstraditional
export markets, prioritised
domestic market, supplying
90,000 bpd locally in Octo-
ber—50% higher than in Sep-
tember and the highest since
January. Its efforts have been
supported by the government,
which has doubled the train
capacity available to move the
company’s transport.

PETROLSALESUP 7% ON-YEAR
Domestic petrol sales increa-
sed 7% year-on-year in Octo-
ber as the festive season boos-
ted travel and vehicle purcha-
ses. Diesel sales slipped 0.5%
after an unusually strong 6%
jump in September. ATF sales
increased 1.6% and cooking
gas (liquefied petroleum gas)
sales rose 5.4%. Private refi-
ners recorded a higher sales
velocity than their state-run
counterparts.




Economic Times, Mumbai, 05/11/2025
Page No: 13, Size: 27.36cm x 33.31cm

OVERALL SHIPMENTS IN OCT AT 1.25 MBPD Sanctions take toll

Domestic Demand Drags
Fuel Exports Down 21%

Sanjeev Choudhary

New Delhi: The nation’s fuel
exports fell 21% month-on-
month in October as refiners
prioritised festive domestic
demand and diverted barrels
to cover supply gaps from
HPCL's refinery outage, with
Nayara Energy’s exports still
held back by sanctions.

Fuel exports dropped to 1.25
million barrels per day (bpd)
in October from 1.58 mbd in
September, with shipments of
all major fuels—petrol, diesel,
and aviation turbine fuel
(ATF)—declining, according
to Kpler, a global real-time da-
ta and analytics provider. Die-
sel exports, which account for
about half of India’s overall
fuel exports, fell 12.5% month-
on-month to 665,000 bpd.

“The drop likely reflects
stronger domestic demand, a
greater share of output redi-
rected to the local market, and
operational constraints such
as HPCL’s Mumbai refinery is-
sues and ongoing maintenan-
ce at other sites,” said Sumit
Ritolia, lead research analyst-
refining and modelling at
Kpler. “We may see a pickup in
exports during November and
December, asrefinersrebalan-
ce runs and domestic demand

SALESSLIPLOCALLY
Domestic
diesel sales
slipped
0.5%on-year after an
unusually strong 6%
jumpin September

eases slightly.”

Hindustan Petroleum
(HPCL) shut one of its proces-
sing units due to contamina-
tion of crude received from
Hindustan Q0il Exploration
Company, causingtightnessin
fuel supply that private refi-
nershelped toease.

RELIANCE, NAYARA WORSTHIT

Both Reliance Industries and
Rosneft-backed Nayara Ener-
gy recorded a significant drop

in exports last month. Nayara
Energy, hit by sanctions and
unabletoaccessitstraditional
export markets, prioritised
domestic market, supplying
90,000 bpd locally in Octo-
ber—50% higher than in Sep-
tember and the highest since
January. Its efforts have been
supported by the government,
which has doubled the train
capacity available to move the
company’s transport.

PETROLSALESUP 7% ON-YEAR
Domestic petrol sales increa-
sed 7% year-on-year in Octo-
ber as the festive season boos-
ted travel and vehicle purcha-
ses. Diesel sales slipped 0.5%
after an unusually strong 6%
jump in September. ATF sales
increased 1.6% and cooking
gas (liquefied petroleum gas)
sales rose 5.4%. Private refi-
ners recorded a higher sales
velocity than their state-run
counterparts.
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