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ou know what happens in
the energy space when two
oil and gas producing
nations have a conflict. But
what happens when two
energy import dependent nations like
India and Pakistan have tensions?

Besides serious humanitarian
implications — both are nuclear armed
— italso brings to the forefront the
importance of emergency preparedness
in the energy sector and the two nations’
ability to meet the energy needs during
the time of conflict.

In such a situation, movement and
supply of crude oil and gas can get
disrupted.

Regional tensions can disrupt key
maritime routes leading to increased
shipping risks and higher freight charges
and finally supply chain disturbances.
Also crude oil prices are sensitive to
geopolitical instability.

According to Rystad Energy’s market
update on India-Pakistan tensions raise
concerns for energy markets: “The risk
of direct attacks on commercial vessels
is rare and prohibited under
international law. Still, the risk of
military confrontations ora
misunderstanding, especially inareas
close to naval operations, increases
during times of heightened tension.
Tankers passing through the region
could be subject to scrutiny or diversion
if the situation escalates.”

India’s key refining hubs in western
Gujarat handle over 50 per cent of the
country’s daily crude imports, with the
Sikka, Vadinar and Mundra ports
supplying to six refineries, it said.

ENERGY VULNERABILITIES
According to Tracy Shuchart, Senior
Economist, NinjaTrader Group. LLC.,
“The recent India-Pakistan tensions
have highlighted significant energy
security vulnerabilities for both
countries, though with asymmetric
impacts. While intra-regional energy
trade offers theoretical benefits, the
current geopolitical reality makes
implementation challenging in the short
term. Strategic petroleum reserves
emerge as a critical focus area for both
countries.”

India imports approximately 88.8 per
cent of its crude oil requirements, which
amounted to 234.26 million tonne in
2023-24. India imports 47.1 per cent of
its natural gas requirements, with 31.80
billion cubic metres (BCM) imported
last year.

Even for coal, where India has
substantial domestic production, it
imported 263.56 million tonne,
representing about 21.3 per cent of
India’s consumption, Shuchart pointed
out.

Pakistan's situation is similarly
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India-Pak conflict exposes
energy Vulnerabi
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Being import-dependent, both countries ar
conflicta

challenging. “They import around 78 per
cent of their crude oil requirements,
with imports of 6.151 million tonne
between July 2024 and January 2025.
Their RLNG (imported LNG)
consumption is about 695 MMCFD,
which is 21.7 per cent of their total gas
consumption. Theyalso rely
significantly on imported coal for power
generation, though they are making
efforts to substitute this with
indigenous coal,” she said.

‘What is particularly concerning is
how these dependencies translate into
vulnerabilities during conflicts,

“The recent tensions demonstrated
the fragility of maritime shipping routes
in the Arabian Sea, which both countries
rely on for energy imports. We also saw
how border closures can disrupt any
cross-border energy infrastructure and
how energy facilities could potentially
become strategic targets ina prolonged
conflict,” she said.

INTRA-REGIONAL TRADE

But in times of conflict, what happens to

intra-regional trade? Does it make sense

particularly in the context of Pakistan?
“Intra-regional energy trade between

India must raise its

strategic reserves from

74 days’ consumption to

90-120 days, as

recommended by [EA,

and Pakistan needs to

set up basic strategic

reserve capacity

India and Pakistan makes economic
sense but faces significant political
barriers. India’s diverse electricity
generation mix could complement
Pakistan’s generation profile, which
faces shortages. India’s expanding
narural gas infrastructure could
potentially serve regional needs, and its
substantial refining capacity creates
potential for petroleum product
exports,” she said.

The economic benefits would include
cost savings, enhanced energy security
through diversification, and better
integration of renewable energy.

However, implementation faces
major obstacles: the recent terror attack
in Kashmir has damaged prospects for
cooperation; both countries have
security concerns about energy
infrastructure becoming strategic
targets; limited cross-border
infrastructure; and need for
harmonisation of regulatory
frameworks.

“Potential pathways forward include
an incremental approach with
small-scale projects, embedding
bilateral trade within broader regional
frameworks, and third-party facilitation
by international organisations,” she
said.

But, what could these countries focus
on to sustain their energy security? One
of the answers is strategic petroleum
reserves.

“Strategic petroleum reserves should
be a critical focus for both countries,
though with different priorities,”
Shuchart said adding, “India currently
maintains reserves sufficient for
approximately 74 days of consumption
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(through IOC, ISPRL, and other
state-run retailers), But this falls short
of the international standard of 90-120
days recommended by the IEA,”.

There is no international standard for
strategic reserves, buta common
practice is to maintain oil reserves
equivalent to at least 90 days of net
imports as is part of agreements within
the International Energy Agency (IEA).

India has allocated funds to expand
these reserves in the 2025-26 Budget.

Pakistan, however, lacks formal
strategic petroleum reserves,
maintaining only commercial stocks
sufficient for approximately 20 days, she
said adding that “This absence
represents a significant vulnerability, as
demonstrated during the recent conflict
when panic buying occurred even in
India despite its reserves.”

For India, its priorities should include
expanding reserves to international
standards, enhancing geographic
diversification, and developing
protocols for addressing panic buying,
she said.

“For Pakistan, establishing basic
strategic reserve capacity is an urgent
priority, potentially through a phased
approach starting with 30 days of
reserves. While costly, strategic reserves
represent an essential insurance policy
against supply disruptions that could
have devastating economic and security
implications,” Shuchart said.

To protect itself from the supply chain
shock, India could increase crude
purchases, which may support prices in
the short term. But, India still is
vulnerable in the energy space and now
isthe time to act.
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India, China drag global oil demand
growth as economic activity slows

A STALEMATE. Uncertainty over world trade, manufacturing & investment signal slowdown in economic growth

L]

Rishi Ranjan Kala

New Delhi

Global oil consumption

growth is displaying signs of
sluggishness driven by a
slowdown in economic activ-
ity, particularly in Asia led by
China and India, which has
been exacerbated by geopol-
itical conflicts and tariff
wars.

Energy tracking agencies,
such as the International En-
ergy Agency (IEA) and the
US Energy Information Ad-
ministration (EIA), have
pointed to the slump in
crude oil demand growth due
to subdued economic
growth, particularly in Asia.

The IEA, in its May oil
market report, pointed out
that signs of a “slowdown” in
global oil demand growth
may already be emerging and
will be tracked closely.

The US EIA in its May up-
date of the Short-Term En-
ergy Outlook (STEO) said,
“We forecast consumption
growth of crude oiland other
liquid fuels will slow down
over the next two years,
driven by a slowdown in eco-
nomic growth, particularly
in Asia.”

SLUGGISH GROWTH
“Following a relatively ro-

World oil consumption growth forecast comparison

2025 (million barrels per day)

2026 (million barrels per day)

1.4 1.4
1.2 1.2
1.0 L0
0.8 0.8
0.6 0.6
0.4 0.4
0.2 I I 0.2 J
0.0 ; I ; o ; 0.0 — e N . .. | . -
-0.2 -0.2
Asia  Americas FEurope  Middle  World Asia  Americas Europe  Middle  World
and and  Eastand and and  Eastand
Oceania Eurasia  Africa Oceania Eurasia  Africa
January STEO M May STEO

Data source: U.S. Energy Information Administration, Short-Term Energy Outlook, January and May 2025

bust Q1 2025, latest non-
OECD delivery data, espe-
cially for China and India,
have been weaker than ex-
pected. We now see growth
at a more subdued rate of
650,000 barrels per day (b/d)
for the remainder of 2025,
resulting in an average an-
nual increase of 740,000 b/d
followed by a rise of 760,000
b/din 2026,” IEA projected.
Despite the recent soft
patch, emerging economies
remain the main driver of
growth, adding 860,000 b/d
this year and 1 million b/d
(mby/d) next year in contrast
to an accelerating decline in

OECD countries of around
120,000 b/d and about
240,000 b/d, respectively, it
said.

Similarly, the US EIA inits
May update of the STEO
said, “Although oil consump-
tion will still grow, we fore-
castitwill growbyless than 1
mb/d in 2025 and 2026,
which would be three con-
secutive years below 1
mb/d.”

Considerable uncertainty
over world trade, manufac-
turing, and investment
points to downside risk in
economic growth, which has
a direct effect on oil con-

sumption, it added. The tar-
iffs announced on the US
trading partners in early
April may have already
slowed global trade in phys-
ical goods, based on prelim-
inary container vessel depar-
ture data from Bloomberg,
US EIA said. Less global
trade will lead to fewer ship-
ments of goods on vessels as
well as fewer trucking deliv-
eries and could affect em-
ployment and leisure travel
as well. All these factors
weigh on oil consumption
growth, it explained.

“The biggest forecast
slowdown in oil consump-

tion growth is in Asia. Com-
pared with our January
STEQ, when we forecasted
oil consumption growth in
Asia to average 0.7 mb/d over
2025 and 2026, we now ex-
pect consumption growth
will slow to average 0.5 mb/d
over those years,” the agency
said.

OPEC in its May monthly
oil market report (MOMR)
said that global oil demand
growth forecast for 2025 is
expected to remain at 1.3
mb/d, y-o-v.

IEA said global oil prices
resumed their downward
move in late April and early
May as trade tensions hit fin-
ancial and commodity mar-
kets and OPEC+ agreed to a
further unwinding of pro-
duction cuts. Bearish senti-
ment subsequently eased
somewhat after the US
reached a trade deal with the
UK on May 8, and a 90-day
accord with China on May
12,itadded.

“Nonetheless, increased
trade uncertainty is expected
to weigh on the world eco-
nomy and, by extension, oil
demand. Brent crude oil fu-
tures slumped by $14 per
barrel in April to a four-year
low of just above $60 by early
May, before rebounding to
around $66 a barrel at the
time of writing,” it said.
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Crude import bill down 17% in April

ARUNIMA BHARADWAJ
New Delhi, May 19

INDIA'S CRUDE IMPORT bill
declined by 17% in the first month
of FY26, reaching $10.8 billion
compared with $13 billion in the
year-ago period, according to data
from the government’s petroleum
planning and analysis cell.

The countryimported 21.2 mil-
lion tonne of crude oil in April, a
marginal decline of 1% year-on-
year. India’s reliance on crude oil
imports increased to 90% during
the month, up from 88.5% in April
2024,amid rising demand.

India’s import of Russian oil
touched its highest level since May
2023 in April despite US sanctions
due to their favourable free-on-
board (FOB) discounts relative to
West African and West Asian barrels,
according to data from global real-
time data and analytics provider
Kpler.The country’s market sharein
Indianimports rose to 40%in April,
up from 39% ayear ago. Russian oil
imports for April are estimated at
2.1 million barrels per day.

Even with longer haul and
shadow fleet reliance, Russian bar-
rels remain $3-8/bbl cheaper than

SHIPMENTS DECLINE MARGINALLY
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West Asian or US grades on a
landed-cost basis, as per analysts.
While Russia still remains the
top supplier, several Indian oil and
gas companies have started seeking
alternative sources for oil supplies,
particularly from the US, amid
global uncertainty and continued
US sanctions on Russia. However,
with concerns of declining oil pro-
duction in the US, India’s plan of
increasing US imports of oil may be

hit, analysts say. Slowing global oil
demand amid extreme uncertainty
about the future of US trade and a
coming supplysurplusare expected
to hobble US oil production growth
later this year and could lead to an
annual decline in output in 2026,
according to a new analysis by S&P
Global Commodity Insights.

India has also been gradually
increasing its intake of Brazilian
grades like Tupi and Buzios which

are cost-competitive and suit
domestic refining slates. India cur-
rently relies on imports for 88% of
its crude oil and 50% of its natural
gas needs. To reduce this depen-
dency, the government is empha-
sisingonincreased domestic explo-
ration and production.

With the recent amendments
to the Oilfields (Regulation and
Development) Act, 1948, the gov-
ernment expects increased partic-
ipation from domestic and inter-
national players. The amendment
broadens the definition of mineral
oils which includes any naturally
occurring hydrocarbon, coal-bed
methane, oil shale, shale gas, etc.
In fact, a consortium of state-
owned Oil and Natural Gas Corp
(ONGC), and Reliance Industries
and global energy major bp won
for the first time an offshore oil
block in Gujarat in the ninth
round of bidding under the open
acreage licensing policy. While
ONGCwon a majority of the blocks
— 11 on its own and another four
with different partners —
Vedanta’s Cairn Oil and Gas won
seven oil blocks, showcasing
increased private sector participa-
tion in the sector.

20.5.2025
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STEPTO MEET RISING POWER DEMAND

Govt orders gas-fired power
plants to ramp up generation

ARUNIMA BHARADWAJ
New Delhi, May 19

AMID SOARING TEMPERA-
TURES and rising electricity
demand, the government has
invoked emergency provisions
under Section 11 of the Elec-
tricity Act, 2003, directing all
gas-based power plants to
maximise generation during
the high-demand summer
months.

The move is aimed at pre-
venting power shortages, par-
ticularly during non-solar
hours, and ensuring grid sta-
bilityacross the country.

“Based on the monthly
demand assessment, GRID-
INDIA will inform the gas-
based generating stations
about the expected high
demand and stress days in
advance so that the gencos can
arrange for the natural gas as

NORMS UPDATED

® Govt has invoked emergency
provisions under Section 11 of
the Electricity Act )
m As of April, India has over 60
gas-based power stations

u GRID-INDIA will notify gas-
based plants the expected
number of days they are
required to generate power

required,” the power ministry
said in its directive.

As of April 2025, India has
over 60 gas-based power sta-
tions in the central and state
sectors, with a total installed
capacity of 20.1 GW,according
to data from the Central Elec-
tricity Authority.

GRID-INDIA will notify
gas-based plants at least 14
days in advance of the

expected number of days they
arerequired to generate power
during any given week.

“The gas-based plants noti-
fied and scheduled by GRID-
INDIA on a D-1 basis shall be
guaranteed for dispatch at a
minimum of 50% capacity
round-the-clock during the
designated  high-demand
period,”the notification stated.

Additionally, gas-based

plants must first offer powerto
their power purchase agree-
ment (PPA) holders.

In cases where a plant has
multiple PPAsand onedistrib-
utionlicensee failstoschedule
its share, the unutilised power
will be offered to other PPA
holders. If none schedule the
power, it may be offered toany
other distribution licensee,
and if still unscheduled, the
power can be sold in the power
market. “Any surplus capacity
shall be made available to
GRID-INDIA to provide grid
support and dispatch as per
real-time grid requirement,”
the ministryadded.

The directive comes amid
forecasts from the India
Meteorological Department
(IMD) predicting above-nor-
mal maximum temperatures
across most parts of the coun-
try this summer.
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‘BPCL invests
88 crore to
support over
30 startups’

Union Minister for
Petroleum and Natural
Gas, Hardeep Singh Puri,
said on Monday that
Bharat Petroleum Corp
Ltd (BPCL) has so far
invested Rs 88 crore to
support more than 30
startups in the fields of
energy, healthcare, agri-
culture and Al. In a post on
X social media platform,
the Union Minister said
that BPCL is empowering
youth to become job cre-
ators and leaders.
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