PUNEET WADHWA
New Delhi, 15 June

Brent crude oil prices can touch
$150 a barrel (bbl) — up a whopping
103 per cent from the currentlevels
— in the worst-case scenario if the
Israel-Iran geopolitical tensions
escalate, suggest analysts.

However, if the conflict is con-
tained, then the energy markets
will readjust quickly.

Last week, Israeli air strikes on
Iran had impacted energy rates
with crude and natural gas prices
surging as it reignited concerns
abouta wider conflict in West Asia.

Brent crude oil prices hit
$78.5/bbl in the wake of the air
strikes before dropping to around
$75/bbl.

Title transfer facility (TTF) gas
prices — a virtual trading point for
natural gas in the Netherlands —
surged over 5 per cent to
€38.24/MWh last week in the back-
drop of the developments.

The attacks, according to ana-
lysts at Rabobank International,
expose the wider risks to crude and
natural gas supplies from the region
despite the initial quick reversal of
price gains for both markets.

If crude, refined products and/or
liquid natural gas (LNG) supplies
from key producers like Saudi
Arabia, the UAE, and Qatar are cur-
tailed through direct attacks on
energy infrastructure or the closure

BUSINESS STANDARD, Delhi, 16.6.2025

Page No. 4, Size:(28.79)cms X (28.67)cms.

The spike
Brent crude spot ($/bbl)

85

7495,
15.44

65

% Chg -0.6 ¥

W S
Dec 31,24 Jun 13,25
Source: Bloomberg

Compiled by BS Research Bureau

ISRAEL-IRAN CONFLICT

Analysts sce oil shooting up to
$150/bbl if fighting intensifies

Brent crude prices hit $78.5/bbl in the wake of cross bombardments
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Indians in Iran were on Sunday
asked not to panic, exercise due
caution, and maintain contact
with the Embassy of India in
Tehran through its social media
accounts in view of the current
situation in the country
following the launch of strikes
by Israel. In an advisory, the

Indian embassy in Iran asked nationals
to stay in contact, exercise caution

Indian Embassy asked all
Indian nationals and persons

of Indian origin to remain
vigilant, avoid all unnecessary
movements, follow the
embassy’s social media
accounts and observe safety
protocols as advised by

local authorities. PTI

of the Strait of Hormuz, crude oil
price spikes could break and sustain
above the $120/bbl mark, they said.

“In case Saudi oil, gas, ship-
ping, or refining infrastructure are

targeted and destroyed, crude
prices would rise above $120/bbl,
even as far as $150/bbl on the initial
panic buying,” wrote Michael
Every, global strategist at

Rabobank International in a co-
authored note with Joe DeLaura
and Florence Schmit.

Meanwhile, Iran has claimed
dominion over the Strait of
Hormuz, which is a major choke
point central to the global energy
market. The strait is a transit
point for 17 per cent of the world’s
oil flows (about 17 million barrels
per day) and convoys of tankers
from Kuwait, Iraq, Bahrain and
Saudi Arabia.

Qatar, Oman and the UAE oper-
ate around 98 million tonnes of
LNG export capacity, about 18 per
cent of the world’s LNG supply.
Most of these volumes also transit
through the strait, reports suggest.

“Another 10 per cent rise in oil
is possible due to ongoing war.
After that, it may cool off if the con-
flict moderates due to interna-
tional pressure. In case war inten-
sifies and goes on for a few
months, then the oil price may hit
$100/bbl,” said G Chokkalingam,
founder and head of research at
Equinomics Research.

The threat of around 1.5 million
barrels per day (b/d) of Russian
supply going dark through sanc-
tions during the initial stages of
the invasion of Ukraine by Russia
had sent Brent prices to $139/bbl
three years ago. This was only for
about a week, and prices stayed
above $100/bbl for only five
months, data shows.
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As Israel-lran war
rages, will oil spoil
India’s party?

BY N. MADHAVAN

The Indian economy is poised for faster growth thanks to easin,

inflation, rising consumption and falling

rrowing costs. But the risk

of a major conflagration in West Asia threatens it. Mint looks at the
fallout from the crisis, especially how oil prices will play out.

Shooting up, again

The price of Brent crude jumped nearly
6% on 13 June, after Israel attacked Iran.
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Itis. The factors that were holding
back the Indian economy are
easing and are now setting the
stage for an accelerated pace of
growth. The nation’s domestic
consumption is reviving as
reflected by goods and service tax
(GST) collections in the past three
months. Growth in GST from sale
of domestic goods has risen by
over 10% in the past two months.
Rural demand has seen a sharp
revival thanks to good harvests
and prospects of yet another
normal monsoon. Urban
consumption is also improving.
Inflation is easing, too. Retail
inflation in May was just 2.82%, a
level last seen in February 2019.

ST R TV

How will RBl interest
dm fateciils heip?
With inflation on a declining
trend, the Reserve Bank of India
(RBI) has recently cut the
benchmark interest rate sharply by
50 basis points to 5.50%. It is the
third consecutive cut since early
February and reduction in interest
rate aggregates to 100 basis points
so far. Borrowing costs will drop as
these cuts are passed on by banks
to customers, boosting demand.
Higher domestic consumption will
increase capacity utilisation and
this along with lower borrowing
costs could trigger private
investment which, in turn, can
accelerate India’s economic
growth. In 2024-25 India’s
economy grew by 6.5%.
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Can the Israel-Iran conflict

spoil the party for India?
Possibly, if the conflict turns into a full-
fledged war, or worse, becomes a regional
conflict. This will trigger a sharp increase
in oil prices. When Israel attacked Iran on
13 June, the price of Brent crude, the
global benchmark, jumped 6% to $75 per
barrel. As India imports 80% of its oil
needs, rise in oil prices will fuel inflation,
crimp demand, and smother growth.

How will the oil prices

play out?
Multiple scenarios exist. If the
conflict de-escalates quickly, oil
prices could drop to $70 to $65 per
barrel. If the conflict lasts for
weeks but stops short of a full-
scale war between Israel and Iran,
the prices will be around $80 per
barrel. But if Israel hits Iran’s oil
terminals, prices will cross $90 per
barrel. If Iran responds by closing
the Strait of Hormuz, a critical
waterway, oil prices will top $100
per barrel. If a desperate Iran
chooses to attack its neighbours’
oil fields, oil prices could shoot
past $120 per barrel, experts warn.

What should India Inc.

watch out for?
Significantly higher oil prices will
add to Indian companies’ cost of
production. As retail oil prices rise,
it will eat into the disposable
income in the hands of the
consumers. This, in turn, will
affect domestic demand. Exports
too could be hit. Iran, using its
proxy Houthi rebels, can attack
ships plying through the Red Sea
and Suez Canal. That will mean,
India exports will have to take a
longer route around the Cape of
Good Hope. Such a move will not
only hit the volume of exports, but
also make them costly.
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CGD to account for one-third
of natural gas demand by 2030

Rishi Ranjan Kala
New Delhi

The city gas distribution
(CGD) sector will emerge as
India’s largest natural gas
consumer, accounting for al-
most one-third of the total
volume by the end of this
decade.

The projections form part
of the Petroleum and Nat-
ural Gas Regulatory Board
(PNGRB) report on natural
gas projections for 2030 and
2040,

“CGD is set to be the
largest natural gas demand
driver by 2030, it will ac-
count for 29 per cent of total
consumption in 2030, and 44
per cent of total consump-
tion in 2040,” the regulator
said in the report. It is expec-
ted to account for 50 million
standard cubic meters per
day (mscmd) of the 110
mscmd incremental demand
by 2030 and 129 msemd of
the 198 msemd increase
between 2030 and 2040 in
the GtG scenario, it added.

The regulator anticipates
that LNG availability at
prices below $9 per million
British thermal units (mBtu)
assumed on a delivered ex-
ship (DES) basis would likely
boost demand, considering
the price advantage over al-
ternate fuels.

RISING USAGE
The regulator attributed the
rapid expansion of com-
pressed natural gas (CNG)
and piped natural gas (D-
PNG) infrastructure as the
major drivers of growth.

While CNG stations in-
creased 9 times since FY14,
the number of D-PNG con-
nections rose 5.8 times since
FY14.

The CGD segment is
growing with the CAGR of
around 12 per cent. It is ex-

The projections’

Sector | 2030 2040
Sector consumption | Good to | Good to | Good to | Good to
MMSCMD) 2024 | go best q0 best

CGD 36.9 87.1 | 126.1 | 216.4 | 270.8
Power 25.2 35.7 | 40.0 | 435 52.8
Refinery 220 | 434 | 509 | 524 | 518
Fertilizer 58.0 | 653 69.3 72.9 80.5
Steel 3.2 4.3 5.1 6.4 9.3
LNG Transpart 0.0 3.9 6.6 26.3 65.7
Others (Tea plantation,

Industries, LPG Shrinkage)  42.0 57.3 66.6 | 76.9 93.3
Total 187.0 | 297.0 | 365.0 | 495.0 | 630.0

Source: PNGRB

“The report projections are based on two scenarios:

Good to Go {(GtG), which assemes moderate growth and expected developments based an

current trends and commitments,

Good to Best (GB) considers accelerated proaress, favourable policy implementation, and
enhanced investments leading to higher-than-expected growth.

pected to be the primary
growth driver, with consump-
tion projected to grow 2.5 to
3.5 times by 2030 and 6 to 7
times from a base of around 37
mscmd in FY24 by year 2030
and 2040, respectively.

The D-PNG cement is ex-
pected to grow continuously
as convenience and affordab-
ility play big role in major cit-
ies and town areas. (even 10-
15 per cent premium to LPG
may work).

The report said that meet-
ing the minimum work pro-
gramme (MWP) target and in-
creasing throughput per CNG
station will derive natural gas
demand.

Besides, OEMs are coming
out with various CNG models,
with adequate boot space to
tap the demand.

CNG demand is growing in
four-wheeler, light good
vehicles and three-wheeler
segments. While, private
vehicle, passenger and light
motor vehicle segments will
grow with expansion of infra-
structure availability and cost
economics, the heavy motor
vehicles will gradually shift to-
wards LNG, also boosting nat-
ural gas demand.

Besides, the city and town
areas will gradually shift more
towards convenient and en-

vironment fuel, and remote
areas will depend on LPG till
the network is made avail-
able, the report added.

CLEANER FUEL

The industrial and commer-
cial (I&C) segmentis expec-
ted to grow at a CAGR of 10
per cent under GtG and 15
per cent under GtB scenario
in the projected year 2030,
the report noted.

The Industrial segment
has a base of 18,700 units and
41,000 units of commercial
consumer base with con-
sumption of around 12.7
mscmd in FY24.

The throughput of average
industrial connection is at
700 semd, and Commercial
connection is 50 scmd
(standard cubic meters per
day).

As per Industries estim-
ate, there are more than
12,000 industrial clusters
within geographical areas
(GAs), with potential of 2
lakh small and medium in-
dustries and around 1 lakh
commercial customers.

“Natural gas can be expec-
ted to incrementally replace
polluting (and expensive)
fuel like Naphtha, FO, LPG,
Propane, etc,” the regulator
anticipates in the report.
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Fire on waters
Indias maritime firefighting capabilities
are standing up to the test

he Indian coast needs to be protected
T against three types of major peacetime

maritime accidents involving merchant
ships: sinking of merchant ships, causing the loss
of cargo, disruption of maritime traffic, and envi-
ronmental damage; fire onboard merchant ves-
sels that can seriously threaten not just the envi-
ronment but also life and property on the coast;
and oil spills. The recent fire onboard MV Wan
Hai 503, that started with explosions when the
ship was some 44 nautical miles off the Azhikkal
coast in Kannur, Kerala, on June 9, has been suc-
cessfully controlled now. Photographs of the ship
showed a cocktail of smoke of brown, white, grey
and black colours billowing out, indicating that
many substances were burning. The cargo manif-
est showed that more than 140 of the 1,754 con-
tainers had various types of hazardous cargo.
Coast Guard officials report that the raging Wan
Hai had started drifting dangerously towards the
coast even as firefighting was on and the sea re-
mained rough under monsoon conditions. A tow
rope was passed onto the ship but it snapped. An
Indian Navy helicopter flew in to airdrop a sal-
vage team and pass a wire rope that was made of
steel, which was then used to tow the ship 45
nautical miles away from the coast where the
depth is nearly one kilometre. The owner of the
vessel pitched in by commandeering tugs
through their agents. Wan Hai does not pose an
immediate danger to the Indian coast now.
Smoke is still seen from the ship and there are hot
spots, but it is now up to the ship owner to sal-
vage the vessel after completely putting out the
fire.

Most of the patrol vessels, the workhorse of
the Coast Guard, are now fitted with firefighting
equipment since firefighting is a key mandate of
the agency. While hazardous cargo on containers
are indeed a major fire hazard, a more severe fire
hazard is oil. Gas-carrying merchant ships are
perhaps the greatest fire and explosion hazards.
Nightmare scenarios that can bring the world to
its knees involve gas carrier accidents at choke
points such as the Suez Canal or the Strait of Ma-
lacca off Singapore. In 2020, the Indian Coast
Guard and Navy successfully put out a massive
fire that broke out off Colombo on the Very Large
Crude Carrier (VLCC), New Diamond, chartered
by the Indian Oil Corporation. The VL.CC was car-
rying 2,70,000 tonnes of crude oil and bound for
Paradip in Odisha. That these ships were structu-
rally intact despite week-long infernos is a testa-
ment as much to the maritime firefighting capa-
bilities of India as the advanced design, materials
and construction of the ships. Quick salvage of
sunk ships and fighting oil spills, which require
quick, extensive and close multi-agency coordi-
nation, are the other areas where India needs to
build and demonstrate more expertise.
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Israel-Iran conflict: Oil
could flare up far worse

Conflagration risk is high. While the oil market has mostly stayed calm through West Asian

tensions since 2023, this spiral is far more dangerous. Watch out for crude oil price upshoots

twas a forex crisis fuelled by a volatile mix
ofoiland warin West Asia that led India to
open up its economy. Flare-ups ofhostility
in that region are lessimpactful today, but
Israel’s Friday attack on Iran and push for
regime change should make us situp in
alarm. Within hours of Tel Aviv's Operation
Rising Lion, the global price of crude oil spiked.
Accusing Tehran ofmaking a dash for nukes,
Israel targeted Iran’s military set-up and top
leaders, apart from nuclear scientists, and some
uranium enrichment sites. A day earlier, the
International Atomic Energy Agency (IAEA)
had held Tehran in breach ofthe Non-Prolifera-
tion Treaty. The US first said Israel’s action was
unilateral, but the White House urged Iran’s
regime to sign a deal with America, warning
of worse strikes ahead. While Iran-US talks over
anuclear pact had been fractious, Tehran’s
rhetoric and retaliation since Israel's offensive
showit's ready for armed combat. While Israel's
‘iron dome’ has fended off most Iranian drones
and missiles, Israeli targets have been hit. Asa
tit-for-tat spiral ensues, last October’s hostilities
look like a faint shadow of this flare-up. Should
this war worsen, will Tehran target US military
bases in the Gulfor disrupt oil supplies?

A choke-point is the Strait of Hormuz,
through which a fifth of the world’s crude-oil
supply and most of India’s is shipped. Global
oildemand had flagged lately, even as Opec’s
recent easing of output curbs signalled a
market glut. With the Saudi-led cartel’s play
for market share now likely to fail if hardening
prices attract more US shale production, it may
revert to a tight-supply stance. How much
dearer could oil get? On Friday, Brent crude
gave up its initial gains to settle at around $74:
per barrel. Thisis moderate, but a $100-plus

scenario can’t be ruled out. An Iranian oil
depot and gas field were bombed. Iran’s oil
outputis only 1.7% of the world’s. But if others’
oil facilities are set ablaze or Hormuz is choked
by Iran—risks that will soar if US forces join
battle—all bets would be off. Sure, the market
has mostly held steady since October 2023,
when a terror strike by Iran-backed Hamas on
Israel sparked the Gaza War, but the past may
prove to be apoor prologue. An Iran pushed
into a corner might strike hard at American
interests or rush to rattle the nukes allegedly
being built in deep underground cavities.
India’sdollarscareity turned into history long
ago. Barring an overall trade seize-up, only if a
barrel of il hits triple digits would our balance
of payments become a worry. As for fuel-stoked
inflation, high fuel taxes offer a buffer, given the
scope for their reduction to soften retail prices.
Yet, this comfort could combust. Mighty as the
US-Israel alliance is, any use of force to snuff out
athreat canbackfire. It is unclearifthe offen-
sive’s calculus took into account China’s quiet
quest for influence across the region’s sectarian
divide, let alone the ‘Gaza effect’ on popular
Arabviews of the Islamic Republic’s defiance of
the USand Israel. Politically, Tehran’s regime
cannot afford to back down. How costly this
conflict will prove is marked by uncertainty—
beyond the scope, i.e., ofa probability estimate.
A climate-friendly shift away from hydrocar-
bons has been snail-paced both globally and at
home, Indian imports are rising faster than any
other major energy market’s, and domestic
drilling has been oflittle aid. In effect, we have a
big stake in West Asian stability. With oil above
$100 back on the risk radar, the premiumon
peace has risen. Overpriced energy mustn’t get
achance toimpede our dash for prosperity.
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‘Markets to focus on Iran-Israel
conflict, crude 01l US rate call’

New Dethi: Investors willtrack the
ongoing conflict between Iran
and Isradl, crude oil prices, infla-
ton dataandthe US Fedinterest
rate decision for further cues this
week, analysts said.

Tariff-related news would
also dictate trends in the equity
market, expertsnoted

Stock markets faced height-
ened volatility last week and
ended inthe red amid escalating
geopolitical tensions, which
sparked a risk-off sentiment.
Investor sentiment was hit hard
on surging oil prices as fearsof
supply disruptions resurfaced.

“Indian stock markets are
likely to follow the global trend,
following rising tension in the
Middle East amid the Israel-Iran

conflict, whichcould fuel further
pessimism and prompt investors
to fleeriskier assets. Also, traders
will exercise cautionahead of the
US Federal Reserve interest rate
decisionon Wednesday,coupled
withothercentralbanksof Japan
and the UK announcing their in-

terest rates separately,” Ketan
Vikam, head of sales at financial
services provider Almondz
Institutional Equities, said.

Equity benchmark indices
Sensex and Nifty tumbled nearly
1 percenton Friday last week as
weak global markets and a spike
inBrent crude oil pricesweighed
on investor sentiment.

“Looking ahead, investors are
expected to remain cautious
amid premium valuations and
geopolitical risks, Alleyes are now
on the upcoming US Fed meet-
ing.. The Fed's commentary and
economic projections will be
closely scrutinised for future pol-
icy cues,” Vinod Nair, head of re-
search, Geojit Investments
Limited, said. PT

16.6.2025
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‘Markets to track Iran-Israel conflict,
crude oil, US rate decision this week’

NEW DELHI: Stock investors
will track the ongoing conflict
between Iran and Israel, Brent
crude oil prices, inflation data
and the US Fed interest rate
decision for further cues this
week, analysts said.

Tariff-related news would
also dictate trends in the equity
market, experts noted.

Stock markets faced height-
ened volatility last week and
ended in the red amid escalat-
ing geopolitical tensions, which
sparked a risk-off sentiment.
Investor sentiment was hit hard
on surging oil prices as fears of
supply disruptions resurfaced.

“Indian stock markets are
likely to follow the global trend,
following rising tension in the
Middle East amid the Israel-
Iran conflict, which could fuel
further pessimism and prompt
investors to flee riskier assets.
Also, traders will exercise cau-

tion ahead of the US Federal
Reserve interest rate decision on
Wednesday, coupled with other
central banks of Japan and the
UK announcing their interest
rates separately,” Ketan Vikam,
Head of Sales at financial ser-
vices provider Almondz Insti-
tutional Equities, said.

Equity benchmark indices
Sensex and Nifty tumbled nearly
1 per cent on Friday last week
as weak global markets and a
spike in Brent crude oil prices
weighed on investor sentiment.
“Looking ahead, investors are

expected to remain cautious
amid premium valuations and
geopolitical risks. All eyes are
now on the upcoming US Fed
meeting... The Fed's commen-
tary and economic projections
will be closely scrutinised for
future policy cues,” Vinod Nair,
Head of Research, Geojit Invest-
ments Limited, said.

Last week, the BSE bench-
mark tanked 1,070.39 points
or 1.30 per cent, and the Nifty
declined 284.45 points or 1.13
per cent. “Looking ahead, mar-
kets are likely to remain vola-
tile amid ongoing geopolitical
uncertainty and crucial central
bank meetings. The US Federal
Reserve's upcoming policy deci-
sion will be closely tracked, as
market participants look for
clarity on the timing and mag-
nitude of potential rate cuts,
especially in light of mixed eco-
nomic signals. PTI
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CASUALTY Costly oil will make life difficult for those who process it to make finished
products and those who consume it. Upstream cos and EV makers stand to benefit

Sachin Kumar

ET Intelligence Group:
The latest surge in global
prices of crude oil, un-
less short-lived, may
potentially affect pro-
fitability of compa-
nies in the select
sectors that eit-
her process it to
produce finis-
hed products
or consume
intermedia-
tes derived
from it.
Companies
in the sec-
tors inclu-
ding crude
oil refining,
paints, avia-
tion, auto-
mobiles, petro-
chemicals and
fertilisers are ex-
pected to be affected
by the rapid increase
in crude prices whereas
those in the business of oil
production or upstream compani-
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es and companies in the electric vehicles
(EV) segment may benefit depending upon
the government’s policies.

Brent crude futures jumped 7% to settle
at $74.23 per barrel on Friday, after briefly
soaring over 13% to touch an intraday
high of $78.50, as fears of supply disrup-
tion due to escalating tension between Is-
rael and Iran rattled energy markets. Sin-
ce India imports over 85% of the crude oil
requirement, asustainedriseinoil prices
may result in broader inflationary pres-
sures. However, the exact impact hinges
onhow long prices remain elevated.

“Itistooearly tofully gauge theimpact. A
prolonged spike could putsignificant pres-
sure on corporate margins,” said Narend-
ra Solanki, fundamental research head,
AnandRathiShares and Stock Brokers. He
added that if prices retreat soon, the effect
on companies will be minimal.

“We lift our three-month price target to
$72.5, while our view and long term tar-
gets remain unchanged at Neutral and
$60,” said Norbert Rucker, head econo-
mics, Julius Baer, in an email quote ci-
ting that structural setting of the oil
market should remain unscathed.

OIL MARKETING COMPANIES (OMCS):
MARGIN PRESSURE LOOMS

Companies such as Indian Oil Corp,
BPCL, and HPCL may face shrinking

Surging Crude has Put Many
Sectors on a Slippery Slope

margins. While higher crude oil prices
raiserefining costs, OMCs may not be ab-
le tofully pass on the impact to end users,
leading to potential under-recoveries
and profit erosion.

OIL & GAS PRODUCERS: BENEFICIARIES OF
THE SURGE

Upstream companies such as ONGC and
0Oil India sell domestically produced
crude at prices linked to global bench-
marks. While sustained
rally in oil prices potential-
ly improve their realisa-
tions, the effect on their re-
venues, and profit margins
will depend upon the go-
vernment’s stance. For in-

A sustained

risein oil stance, it levied a windfall
pricesmay  tax on profits of oil produ-
resultin cers between July 2022 and
broader December 2024 when crude
inflationary  prices rose due to the
pressures Russia-Ukraine conflict.

AVIATION: SOARING FUEL BILLS

Aviationturbine fuel (ATF) orjetfuel, de-
rived from crude, forms over one-third of
an airline’s operating cost. A rise in cru-
de prices inflates fuel expenses, putting
pressure on the bottom lines of carriers.
Airlines may respond by increasing fare,
butat the risk of dampening demandina

price-sensitive market.

PAINTS: COSTS COULD DULL PROFITABILITY
Paint manufacturers like Asian Paints,
Berger Paints, and Kansai Nerolac
depend on crude derivatives such as
solvents and resins, which form nearly
50% of total costs. Rising crude prices co-
uld force companies to increase retail
prices, potentially hurting demand and
market growth.

CHEMICALS & PETROCHEMICALS:

FEEDSTOCK WOES

Naphtha, ethane, propane, and other cru-
de derivatives are essential feedstocks for
producing plastics, synthetic fibres, sol-
vents, and a vast array of chemicals. Raw
material cost is nearly half of the total re-
venues for chemical and petrochemical
firms. Companies like Pidilite, SRF, Aarti
Industries, and Deepak Nitrite will face a
surge in raw material costs if erude prices
stay elevated for a longer period.

FERTILISER COMPANIES: ENERGY COST
OVERHANG
The production of nitrogen-based fertili-
sers, particularly urea and ammonia, de-
pends onnatural gas and oil asfeedstock.
Rising crude often pulls up LNG (lique-
fied naturalgas)prices, makingfertiliser
production more expensive. This could
lead to higher retail prices and a larger
subsidy burden for the government.

AUTOMOBILES: INPUT COSTS UP, ELECTRIC
VEHICLES GET ABOOST

Automobile manufacturers may witness
ariseincostsdue tomore expensive plas-
tics, rubber, and composites—all derived
from petroleum. While this could put
pressure on the profit margins of tradi-
tional automakers, the surge in fuel pri-
ces could enhance the appeal of electric
vehicles(EVs), givingthe manufacturers
of electricsarelative advantage.
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Israel and Iran launch fresh attacks @ Market wary of rise in volatility

W Asia Conflict, Oil Spike Put Investors on Edge

Reuters

New York: Israel and Iran
launched fresh attacks on
each other into Sunday, with
Prime Minister Benjamin Ne-
tanyahu saying Israeli strikes
would intensify as Tehran cal-
led off nuclear talks that Was-
hington hadheld out as the on-
ly way to halt the bombing.
QOilpricesrose 7% on Friday, as
Israel and Iran traded strikes,
and investors will be watching
closely to see how the price re-
acts when markets open later.
“So far we are at a stage of

. f "\::* ¥

-

‘controlled confrontation™,

SURGING CRUDE
PUTS MANY
SECTORS ON A
SLIPPERY SLOPE

»ON SMART
- | INVESTING _

T | ol b %3

and persistent economic da-

said Lombard Odier’s chief magedespitehighrisk.

economist Samy Chaar, whe-
re it is too soon to call for real

On Saturday, Israel appeared
to have also hit Iran’s oil and

gas industry for the first time,
with Iranian state media re-
portingablaze ata gasfield.
Israel’s air offensive against
Iranthatbeganearly on Friday,
killing commanders and scien-
tistsand bombingnuclearsites
in a stated bid to stop Tehran
building an atomic weapon,
knocked risky assets, inclu-
ding stocks, on Friday. It also
lifted oil prices and prompted a
rush into gold and the dollar,
which resumed its role as a sa-
fe-haven asset for the first time
inmonths. Oil prices at close to
six-month highs could pose a
risk to the inflation outlook.
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War is Crude, But Oil
Supply Should Be Safe

Prospect of price rising to $100 a barrel is low

Last week’s spike in crude oil prices after Israel’s attack
onlIran wasthe highest since Russia’s invasion of Ukrai-
ne, although the threat of supply disruptions islower in
this conflict. Russia has far bigger energy exports than
Iran.Buttherisk of the conflict spreading tothe Strait of
Hormugz, vitaltoalarger oil supply from West Asia, isun-
nerving the market. Spare capacity with Opec and Rus-
sia can offset the loss of Iranian output, which is princi-
pally exported to China by sea. Other Opec memberslike
Saudi Arabia and Iraq are heavily dependent on the Per-
sian Gulf for their oil exports. De-escalation efforts wou-
1d be directed at keeping the Strait of Hormuz open, des-
piteits strategic importance for both Israel and Iran. Th-
reats by Tehran of widening the conflict may be hard to
actupon after years of economic sanctions.

Any possible maritime oil trade disruption, however,
will be cushioned by adeqguate global
oil supply that has kept a lid on prices.
Opec was facing resistance over pro-
duction quotas, and had to accept brea-
B ches. Energy demand forecasts await
clarity from tariff negotiations betwe-
entheUSanditsprincipal tradingpart-
ners. Geopolitical uncertainty amid a
slowing global economy is providing some upside to oil.
Butitseffectsare unlikely to be as acute as a supply shorta-
ge. Prospect of crude oil prices climbing to $100 a barrel,
and staying there for an extended period, is not high if the
latest conflict does not spread to other parts of West Asia.

Indian disinflation has progressed far enough for mo-
netary and fiscal policy to have turned decidedly expan-
sionary. This may have to be calibrated to the evolving si-
tuation but may not need substantive review. India’s eco-
nomic momentum has been remarkably resilient throu-
gh a series of shocks — Covid, energy shock and poten-
tial trade fragmentation. Despite loss of momentum, In-
diaislikely toretain its status as the fastest-growing ma-
jor economy. Another energy shock appears less likely.
And, possibly, less intense.
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