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HPCL toinvest
$231 mto build

24 compressed
biogas plants

—
Reuters
Meerut

Indian State fuel retailer
Hindustan Petroleum Corp
Ltd (HPCL) aims to invest
about $231.04 million in the
next two to three years to set
up 24 compressed biogas
(CBG) plants, a company of-
ficial said on Friday.

India is exploring the use
of organic waste to produce
cleaner fuels as part of its ef-
forts to reduce carbon emis-
sions and achieve its 2070
net-zero target.

HPCL Renewable and
Green Energy Ltd, an HPCL
subsidiary that is executing
the project, has already set
up two plants and will set up
24 more with a daily capacity
to preduce 10-15 tonnes
each of CBG using agricul-
ture residue, cattle dung and
sewage water, among others,
said Mohit Dhawan, Chief
Executive of the subsidiary
company.

Since April, India has man-
dated mixing gas used to run
automobiles and cooking gas
with 1 per cent of CBG.

This would be gradually
raised to 5% per cent by
2028-2029, said Vikas Singh,
adirector in the Oil Ministry.
He said that about 28 million
cubic meters a day of gas is
daily used to run automo-
biles and in cooking.
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India cannot afford to sleepwalk through another oil shock

R SURYAMURTHY

NEW DELHI: As another geo-
political storm brews in the
Middle East—this time between
Israel and Iran—India finds
itself yet again on the edge of an
economic spillover it is ill-pre-
pared for. The headlines may be
dominated by distant airstrikes
and diplomatic stalemates, but
let’s not mistake geography for
insulation. If Brent crude bar-
rels past $80 and stays there,
the consequences for India’s
economy won't be theoretical—
they’ll be painfully real.

Yes, Crisil Ratings and other
forecasters are quick to assure
us that the current impact is
“limited”” India’s trade with Iran
and Israel, after all, is a mere
blip—less than 1% of our total
trade volume. But to read the
situation solely through a trade

lens is to miss the forest for the
trees. This is not about direct
exposure; it's about indirect
dependence. And India’s sin-
gle biggest vulnerability remains
unaddressed: energy.

Nearly 85% of India’s crude
oil is imported, much of it
routed through the Strait of
Hormuz—a strategic choke-
point Iran could disrupt without
firing a single missile. Already,
Brent crude has jumped 15% in
June, reaching $76 per barrel.
For a country where every $10
spike in oil prices can widen the
current account deficit by 0.3%
of GDP, this is not just volatil-
ity—it’s a warning shot.

India has been here before.
In 2012, UPA-era oil spikes sent
fuel subsidies ballooning. In
2018, the Modi government
faced uncomfona%le questions
about retail fuel pricing. Yet,

Closer Look

» If Brent crude barrels past $80 and stays 1here,
the consequences for India’s economy won't be
theoretical—they'll be painfully real

» Already, Brent crude has jumped 15% in June,

reaching $76 per barrel

» Nearly 85% of India’s crude oil is imported, much of it
routed through Strait of Hormuz—a strategic chokepoint
Iran could disrupt without firing a single missile

here we are in 2025, with lit-
tle to show in terms of energy
hedging, strategic stockpiling,
or serious investment in alter-
native supply routes. Our vul-
nerability remains embedded,
institutionalized, and disturb-
ingly normalized.

The RBI's own analysis
points to what lies ahead: a
10% rise in crude oil (if fully
passed on) raises CPI inflation

by 30 basis points and reduces
GDP growth by 15 basis points.
When you consider that petro-
leum products alone account for
over 26% of India’s merchandise
imports and influence more
than 4% of CPI, the risk to mac-
roeconomic stability is obvi-
ous—even before factoring in
fiscal impacts via subsidies or
currency depreciation.

Yet policymakers are still in

“wait and watch” mode, offer-
ing bromides about resilience
and diversified trade hubs. But
diversification doesn't inoculate
you against oil shocks. Indian
refiners, airlines, chemical com-
panies, and even fertilizer units
remain tightly linked to crude
derivatives. Upstream oil pro-
ducers may enjoy a short-term
windfall, but the rest of India
Inc—especially downstream
refiners, paints, tyres, and avi-
ation—will absorb the cost in
blood and balance sheets.

And then there’s the issue no
one wants to talk about: retail
fuel prices. Political sensitiv-
ity ahead of key state elections
may delay the inevitable, but if
international prices continue
their climb, a choice looms—
subsidize and swell the deficit,
or pass through and risk pub-
lic backlash. There’s no painless

middle ground.

What makes this moment
particularly dangerous is the
false sense of security. India’s
economy has shown signs of
resilience post-COVID. Forex
reserves are healthy, inflation
has moderated, and the fiscal
math looks manageable—for
now. But that can change fast.
The economic damage from
sustained oil price elevation is
not immediate, but it is cumu-
lative and corrosive.

Worse, the energy debate in
India remains stuck in a reac-
tive mode. Strategic reserves are
underutilized. Green transition
plans are ambitious on paper
but chronically underfunded.
The private sector is focused
on quarterly survival, not sys-
temic mitigation. And the gov-
ernment, still addicted to excise
revenues from fuel, has little

incentive to drive down depen-
dence in real terms.

If India wants to avoid
another imported crisis, it must
stop reacting and start plan-
ning. That means accelerating
energy diversification with gen-
uine urgency. It means insulat-
ing critical supply chains—like
LNG and fertilizers—from geo-
graphic chokepoints. And it
means confronting the hard
fiscal trade-offs now, not when
Brent hits $100.

The Middle East may seem
far away, but in energy terms, it’s
our ba d. The crisis brewin
there isn't just about Iran an
Israel—it’s about how long India
can pretend that crude oil won't
keep coming back to haunt its
economy. We've danced on the
edge of this cliff before. Maybe
this time, we should consider
stepping back.
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ONGC to permanently cap
leaking oil well in Assam
—

Guwahati: Assam Chief Minister
Himanta Biswa Sarma on
Friday said that the Oil and
Natural Gas Corporation
(ONGC) will begin permanently
capping the crude oil well in
Sivasagar district that has been
leaking gas for the past nine
days. Speaking at a press
conference, Sarma said the
ONGC had already
implemented two emergency
measures without success.
“There are usually four
emergency methods that
ONGC and Qil India Limited
apply to check such leakages.
ONGC has already impleme-
nted Plan A and Plan B without
any success,” he said. en
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Qatar holds talks with energy firms

QATAR HELD CRISIS talks this
week with energy majors after
Israeli strikes on Iran’shuge gas
field,which itshareswith Qatar,
anindustry source and adiplo-
mat in theregionsaid.

Saad Al Kaabi, CEO of state-
owned QatarEnergy and the
GulfArab state’s energy minis-
ter,urged companies to wamn
the US, Britain and European
governments about the risks
the conflict posesto gasexports
from Qatar and the increasing
threat to the global gas supply,
they said. An interruption to
Qatar’s liquefied natural gas

QatarEnergy urged firms
to warn the US, Britain &
European governments
about the risks the
conflict poses to gas
exports from Qatar
Ee————]

(LNG) operation could cut off
around 20% of the global sup-
ply, which Doha exports from
theworld's largest gasreservoir.

“QatarEnergy is making
sure that foreign governments
are fully aware of the implica-
tions and repercussionsthe sit-

uation and further escalation
pose to gas production from
Qatar,’said the diplomat.

Kaabi also met this week in
Doha with ambassadors repre-
senting countries whose com-
panies are involved in QatarEn-
ergy’s North Field expansion
project, thediplomat said.

US majors ExxonMobil and
ConocoPhillips, Britain’s Shell,
Italy’s Eniand France’sTotalEn-
ergies all have stakes in the
expansion, which s set toboost
exports from Qatar byaround
82%in the coming years.

—REUTERS
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US experts reach ONGC site
in Assam to plug gas leak

SUBHAYAN CHAKRABORTY
New Delhi, 20 June

A team of mining engineers and
experts from the United States arrived
at ONGC's Rudrasagar gas field in
Assam on Friday, where natural gas
has been leaking for eight days. The
expert team from the International
Well Control Agency reached the RDS
147A well site in Sivasagar district and
began a preliminary assessmentofthe
situation, according to ONGC.

Assam Chief Minister Himanta
Biswa Sarma posted on X that full-
scale operations to control the leak
will begin on Saturday. Nearly 50 per
cent of the groundwork, including
site preparation and equipment
mobilisation, had already been com-
pleted, he added.

A second explosion was reported
late on Thursday. ONGC Chairman
Arun Kumar Singh is expected to

visit the site over the weekend,
sources said.

ONGC said itwas preparing forthe
next phase of well control. “High-
pressure water pumping is being car-
ried out continuously in the range of
3,000-3,500 pounds per square inch
(PSI) with a high discharge rate of
around 19-20 barrels per minute,” it
said in a statement.

The total volume pumped was
2,200 barrels on Friday, with one
intermittent junk shot forming a key
component of the ongoing well
control strategy.

As a precautionary measure,
shielding of other wells within the
cluster has been completed to ensure
safety during the upcoming stages of
well control. The gascomposition has
been tested and found to be within
safe limits, providing additional
assurance regarding the controlled
nature of the currentdischarge.
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Coresector growthat
itsslowest in 9 months

Output expands 0.7% in May; only refinery products, steel & cement grow

Rhik Kundu
rhik kundu@livemint.com
NEW DELHI

he output of eight core infra-
structure sectors, which account
fortwo-fifths of India’sindustrial
output, expanded by 0.7%annu-
ally in May, its slowest in nine
months, showed provisional datareleased
on Friday by the commerce ministry.
Thisgrowth stood at 6.9% in May 2024,
while April 2025 growth was revised
upward from 0.5% to 1%.
Theindexofeight core industries meas-
ures the combined andindividual output of
key industries, which include coal, crude
oil, natural gas, refinery products, fertiliz-
ers, steel, cement and electricity. Only
threeofthe eight coreindustries, refinery
products, steel and cement, reported a
sequential rise in production during May.
Core sector output contributes40.27%to
the Index of Industrial Production (IIP).
India’s Industrial production grew 2.7%
annually in April, its slowest
pace in eight months, as min-
ingcontracted and power gen-
eration grew at a slower pace
overa high base, according to
datareleased lastmonth by the
statistics ministry. Themodest

THE index of eight
core industries
measures their
combined and
individual output

Cooling core

The modest expansion of factory output, compared with a 5.2% annual expansion a year
earlier, reflects the challenges facing the economy.
Year-on-year growth in output in eight core industries (%)
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The eight core sectors are: Coal, crude oil, natural gas, refinery products,
fertilizers, steel, cement and electricity,  #revised; *provisional

Output of refinery products rose by 1.1%
in May, compared to a4.5% contraction in
April. Steel output rose 6.7%, up from 4.4%
in the same period. Cement production
rose 9.2% in May, up from 6.3% in April.

Production in four sectors, crude oil

CORE sector output
contributes 40.27%
to the Index of
Industrial
Production

INDUSTRIAL
production grew at
27%annually in
April, its slowest
pace in eight months
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new orders and output softened. The
HSBC India Manufacturing Purchasing
Managers' Index (PMI), compiled by S&P
Global, fell to 57.6 in May from 58.2 in April
and 58.1 in March. India's manufacturing
PMIwas56.3in Februaryand 57.7 in Janu-
ary. A reading above 50 indi-
cates expansion.

“On the positive side, the
steel sector registered growth
of 6.7% which came on a
higher base of 8.9% and is
hence creditable. The pick-up

expansion of factory output,
versus5.2%annual expansion
inthe year-ago period, signals the challen-
gesfacingthe economy. May's datawillbe
released at the end ofthe month.

Ofthe eight core industries, only refin-
ery products, steel and cement, saw pro-
duction increase month-on-monthin May.

(-1.8%), natural gas (-3.6%), fertilizers
(-5.9%) and electricity (-5.8%), contracted in
May. Coal productionrose by 2.8% in May,
below April's 3.5%.

India’s manufacturing activity dropped
to a three-month low in May as growth in

in infrastructure activity has
aided this progress. Demand
from construction and auto besides capital
goods would account for this increase,”
said Madan Sabnavis, chief economist at
the Bank of Baroda.

Foranextendedversion of this story, go to
livemint.com
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INDEXUP 0.7% AS OUTPUT OF ELECTRICITY AND OIL SHRINKS

Core sector growth drops
to nine-month low in May

® Contraction can
be duetoless
demand during
peak summer

FE BUREAU

rMew Delhi, June 20
THE GROWTH IN cutputs of
India’s core infrastructure
industries fell to an eight
month lowof 0.7% in May as
production of electricity and
fertilisers contracted sharply
during the month.

The electricity sector, that
has a highest weight of
15.85% in the Index of Eight
Core Industries (ICI), saw the
putput fall by 5.8% in May as
compared to the same month
last year. Onereason for the
contraction could be lesser
demand during peak summer
months as the temperatures
remained lower than the ley-
els seen in May 2024,

The contraction was also
seen infertilisers (-5, 9%), nat-
ural gas (-3.6%) and crude oil
(-1.8%). The growth in other
components of the index like
coal, refining, steel and cement

POOR PERFORMANCE

April 2024

May 2025

were inthe positive territory.
Coal sector production grew
2,80, refinery products by
1.1%, steel by &6.7% and
cement was up 9.20,

“Excess rains in the latter
partof May 2025, owing to
the early onset of the mon-
soon, likely weighed on the
performance of the electric-
ity and some of the mining
sectors in the month. How-
ever, the y-o-y performance
of the steel, cement, refinery
products and crude oil sectors
improved in May 2025 vis-a-

vis April 2025, partly offset-
ting the deterioration in the
performance ofthe other sec-
tors,” Rahul Agrawal, senior
economist at ICRA, said.
Looking ahead, the mon-
soon trajectoryand transmis-
sion of past rate cuts could
offer some support to pro-
duction and demand condi-
tions, said Sankar
Chakraborti, MD & CEQ,
Acuité Ratings & Research.
The core industries have a
weight of around 40% in
the Index of Industrial

B The growth in other
components like coal,
refining, steel and
cementwere in the
positive territory

Coal sector production
grew 2.8%, refinery
products by 1.1%, steel
by 6.7% and cement
was up 9.2%

ICRA expects the lIP
growth to print at
1.5-2.5% in May 2025

Production (1IP).

Given these trends, ICRA
expects the [IP growth to
print at 1.5-2.5% in May
2025, Agrawal said.

The cumulative growth
rate of ICI during April to
May, 2025-26 is 0.8% as
compared to 6.9% during the
same period last year.

The government also
revised the coresector growth
for April to 1.0% from 0.7%
reported earlier, For March,
the growth has been revised
to 4.5% from 4. 6%,
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Core sector growth slows to 9-month
low of 0.7% in May on olil, gas, fertilizers

The Hindu Bureau
NEW DELHI

Growth in the eight core
sectors slowed to a nine-
month low of 0.7% on con-
tractions in crude oil, natu-
ral gas, fertiliser and elec-
tricity sectors.

The Index of Eight Core
Industries (ICI) for May, re-
leased by the Ministry of
Commerce and Industry,
was last lower in August
2024 when it contracted
1.4%. The pace of growth
also marks two consecu-
tive months of slowing
growth in the index.

The eight core indus-
tries make up about 40% of
the overall Index of Indus-
trial Production (IIP).

—
u
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Key exceptions: Notably, the steel sector saw growth accelerating

to 6.7% in May from 4.4% in April though on a high base . AFp

Within the ICI, crude oil
sector contracted 1.8% in
May, the fifth consecutive
month of contraction on
falling global crude oil pric-
es. Refinery products grew

1.1% against a contraction
of 4.5% in April. The natu-
ral gas sector contracted
by 3.6%, the 11th consecu-
tive month of contraction.

The contraction in the

natural gas sector is linked
with the performance of
the fertiliser sector, the big-
gest consumer of natural
gas, which contracted 5.9%
against a contraction of
4.2% in April.

The electricity sector
contracted 5.8% mainly on
coal sector’s subdued
growth of 2.8%, which is
down from the 3.5%
growth seen in April. Nota-
bly, the steel sector growth
accelerated to 6.7% from
4.4% in April. This was also
on a high base of 8.9% in
May 2024. The cement sec-
tor saw a robust growth of
9.2% although this was on
a low base as the sector
had contracted 0.6% in
May last year.
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CRUDE UP,Z SLIDE MAY HIT ECONOMY

VISMAY BASU @ New Delhi

IF the conflict in West Asia per-
sists, India’s foreign exchange
reserves could face pressure as
two adverse external dynamics
converge: a sustained rise in
Brent crude prices and contin-
ued depreciation of the rupee.
Brent crude, the benchmark
for India’s oil imports, has
climbed inrecent weeks, driven
by escalating tensions between
Iran and Israel. Fears of a wid-
er regional conflagration—es-
pecially one that disrupts the
Strait of Hormuz, through
which nearly 20% of global
crude flows—have triggered
speculative surges in global oil
markets. Although intermit-
tent diplomatic efforts have
helped temper price spikes,
Brent remains significantly el-
evated by recent standards.
For India, which relies on im-
ports for over 85% of its crude
oil needs, such volatility is par-
ticularly consequential. The
situation is further compound-
ed by the rupee’s depreciation.
Between June 2 and 19, the cur-
rency fell from 285.35 to %86.84
per US dollar—a 1.75% decline.
While seemingly modest, the
effect is magnified in the con-
text of dollar-priced oil. When
both crude prices and the rupee
move unfavourably, the impact
on import bill is considerable.
Estimates suggest that each 21
drop in the rupee’s value could
raise the annual oil import bur-
den by Z8,000-10,000 crore, as-

What West Asia conflict means for I ndia(

e
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Asharp rise in Brent crude prices, driven by West Asian tensions,and a weakening
rupee arestraining India's economy. With over 85% oil dependency, this dual

shock inflates the import bill, raises inflation risks, and pressures forexreserves.
The Economy may face tough choices as volatility persists, threatening fiscal
stability and worsening the current account deficit.
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suming stable import volumes
and crude benchmarks.

These pressures extend be-
yond the external sector. High-
er crude prices typically lead to
increased fuel costs, which in
turn raise transport and logis-
tics expenses, pushing up infla-
tion. Although retail fuel prices
have so far remained un-
changed, public sector
oil marketing compa-
nies are reportedly ab-
sorbing the excess
cost—a measure that
cannot be sustained in-
definitely without weak-
ening their financial health.

“The uncertainties have im-
pacted global crude oil markets,
with Brent hovering in the
range of $73-76 per barrel (bbl)
over the past week—up from an
average of $65 per bbl during
April-May 2025. While this is
still lower than the fiscal 2025
average of $78 per bbl, any es-

Brent crude ($/barrel)
R

calation of tensions, say
through disruption of energy
supply chains, could resultina
further spike in oil prices.

“If crude oil prices continue
to be elevated over longer peri-
ods, it could impact India Inc’s
profits,” said Crisil. “Also, pro-
longed and increasing uncer-

tainties can result in arise

in air/sea freight cost

and insurance premi-

ums for export/import-

based sectors, so will
bear watching.”

In the face of these de-

velopments, the Reserve
Bank of India has adopted a
cautious approach. It has inter-
vened in currency markets via
limited dollar sales to curb ru-
pee volatility, but is also wary
of depleting reserves. Simulta-
neously, rising bond yields re-
flect growing fears over infla-
tion and a potential uptick in
government borrowing.
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From a macr-
oeconomic stand-
point, the dual
challenge of ele-
vated crude prices
and a sliding rupee threatens to
widen the current account defi-
cit, increase financing costs,
and strain fiscal balances.
These pressures, if prolonged,
could further complicate mon-
etary and fiscal policy choices.

Much hinges on the West
Asia conflict. A diplomatic
breakthrough could ease ten-
sions in energy markets and
help stabilise rupee. Converse-
ly, if hostilities escalate, India
may confront a far more turbu-
lent foreign exchange scenario
in the second half of 2025.

At present, volatility remains
a defining feature of the land-
scape—highlighting the per-
sistent vulnerability of domes-
tic economic stability to global
geopolitical fault lines.
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