WHY INDIA WILLGAIN
FROM OIL SUPER GLUT
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the world's largest proven ol reserves, but years of international sanctions have constrained output. If US

T he US's action in Venezuela could have a major impact on the global oil market. Venezuela holds some of

sanctions are lifted following the country’s invasion, it could open the tap for Venezuelan oil. While higher
supply is generally positive for consumers, it's not necessarily so for oil companies. The consensus is that even
before the Venezuelan invasion, the global oil market was heading for a glut in 2026, Prices were expected to fall
sharply. While it will take time for Venezuelan oil production to come back online, when it does, it will act as a
major additional factor in weak oil prices. This is good news for cil-importing countries such as India.
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India’s oil demand is expected to grow, led
by petrol, naphtha and diesel
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The general consensus suggests that crude
oil prices will trend lower in 2026
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notes thatglobal stocksof crude oil rose in the final two
quartersof 2025 byanaverageof 2 5 million barrels per
day the highest suchrise since 2000, excluding covid-
hit 2020.
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could tighten. “Escalating conflict in regions such as the
Middle Eastor Ukraine, along with the market impact ol
additional sanctions — including recent US measures
against Russian oil companies—could also drive prices
abovecurrent forecasts,” says the World Bank.
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Trump's oil grab is a big
problem for the OPEC cartel

Bringing Venezuela's output under U.S. control has potential to upend the power balance

chev&SummerS

PEC members str

gling to preserve their

market share amid a

sinking price foroilnow

have an unexpected new
variable to contend with: President
Trump’s move to dominate Venez-
uela’soil supply and push the marketin
a direction that would benefit Ameri-
can consumers,

Trump, who has long championed
increased oil production and a target
price of $50 a barrel, is planning a
sweeping initiative to rehabilitate Ven-
ezuela’soil fieldsand market its output
, people familiar with the matter said.
That would reshape the global oil
map—puttingthe U.S.incharge of the
output of one of the founding members
of the Organization of the Petroleum
Exporting Countries and, along with
America’sown prodigiousproduction,
give ita potentially disruptiveroleina
market already struggling with over-
supply.

‘While analysts expect that reviving
Venezuela’s dilapidated oil industry
willtake huge investments and a lot of
time, they say even a small near-term
outputincrease—followed by a larger
rise overthelongerrun—could exacer-
bate the global imbalance and push pri-
cesfurther down.

OPEC members now face the diffi-
cultquestionof whetherto try to prop
up prices by cutting supply at the riskof
hurting their revenue and market
share—and potentially their relation-
ships with the unpredictable U.S. presi-
dent.

“The onusis on everyone to manage
theirowninterests but at the same time
not poke the bear,” said David Oxley,
chiefclimateand commoditiesecono-
mist at Capital Economics. “That'san
inherent tension weighing on the
global market.”

Some members believe if the Venez-
uelan administration changes regula-
tionstomake the oilindustry attractive
to American investors, the country
could pump an extra2million barrelsa
daywithinone to threeyears, up from
less than 1 million barrels a day now,
Gulf OPEC delegates saicl.

Saudi Arabia for nowiswaitingitout,
people familiarwith the mattersaid. Its
reasoningisit will takeyears torestore
productioninVenezuela, where Amer-
ican companies will wantalegal frame-
work and potential U.S. government
guarantees that would bind future
administrations before investing the
necessary billions ofdollars needed to
repair Venezuela's run-down infra-
structure, the people saidl.

While Venezuela has vast oil

OPEC members face the question of whether to prop up prices by cutting supply at the risk of hurting revenues.

reserves, its crude isa heavy, high-sul-
furvariety that is considered low qual-
ity and commercially unattractive.

Other Gulf members of OPEC
believe Trump'splans could have asil-
ver lining. If he disrupts the flow of
Venezuelan crude to China, it would
force that giant consumertoturn tothe
Gulf for more supplies, Gulf delegates
said.

Evenso, the U.S. play for Venezuela
will complicate the group’s effort to
manage the marketas vast reservesfall
under U.S. control and out of OPEC’s
orbit, the delegates said.

According toanalystsat JPMorgan,
the combined oil reserves of Guyana,
where large U.S.
companies domi-
nate the industry,
Venezuela and
American producers could give the U.S.
sway over about 30% ofthe global total,

“Thisshift could give the U.S. greater
influence over oil markets, potentially
keeping oil prices within historically
lowerranges, enhance energy security,
and reshape the balance of power in
international energy markets,” the
banksaid in arecent report.

OPEC, along with allies including
ia, is already struggling to come up
strategy to manage Trump's
push forlowoil prices. While the presi-
dent hasrepeatedly called on the cartel
toincrease oil production, its members
worry prices are already too low. At a
meeting Sunday, OPEC along with
Russia and other producers agreed to
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hit pause on any oil output increases for
thefirst three months of this year.

Crude slumped last year due to
increased output around the world
and fearsabout the state of the global
economy. A barrel of Brent, the global
oil yardstick, is currently changing
hands for around $63. Benchmark
U.S. crude is hovering around $59 a
barrel,both down around a fifth from
ayearago.

Analysts have been reducing their oil
price forecasts for this year in recent
weeks, with JPMorgan predicting that
Brent will average $58 this year while
the U.S. benchmark will average $54.
The bank expects even lower prices
next year. Saudi
Arabia this week
lowered the price of
its crude for Asian
buyers for the third consecutive
month.

Whatever happenswith Venezuela’s
output, analystsagree that low oil pri-
ces will persist, straining the bottom
lines and budgets of global producers.

A sustained drop below $50 a bar-
rel—the profitability threshold for
many companies—could cripple the
U.S.shale industry, which has strongly
supported Trump. Many U.S. drillers
already are ignoring the president’s
exhortations to boost output, choosing
instead to adhere to Wall Street’s
demandsforstrict capital discipline.

Saudi Arabia can pumpcrude oil ata
cost of less than $10 a barrel, analysts
estimate. Butaccording to Capital Eco-
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nomics, the kingdom needs prices
above $100 to bring its fiscal deficit
down tozero.

Riyadh is facinga vast set of domestic
spending commitments that have left
theworld'sbiggest oil exporterwith a
growing budget deficitand increased
need toborrowmoney. The kingdom’s
Vision 2030 planis meant todiversify
its economy away from oil by sparking
growth in sectors such as tourism,
entertainment and sports.

“Thelow prices definitely exertmore
pressure on Saudi Arabia and also
restrictitsability to strategically deploy
overseas capital, whichisimportantas
Gulf countries vie for access to the
‘Trump administration by making large
investment pledges,”said Steffen Her-
tog, a professorat the London School of
Economicswho has written extensively
about Saudi politics.

More Venezuelan barrels would add
to the pressure on Russia’s oil industry
,which isbeing battered by sanctions,
Ukrainian attacks and a longer-term
structural decline drivenby aging fields
and insufficient resources to explore
complex reserves.

OPEC’s influence is already being
eroded by surging production in the
U.S., Braziland Guyana.

“They haveseen their pocketsbeing
picked by other producers around the
world,” Oxleysaid. “There isalot of oil
coming through, and OPEC just hasn’t
gotasmuch cloutasthey once did.”
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CII proposes blueprint for CPSE privatisation

—
Shishir Sinha
New Delhi

Industry body Confedera-
tion of Indian Industry (GIT)
on Sunday pitched for a cal-
ibrated approach to acceler-
ate privatisation in Central
public sector enterprises
(CPSEs) in the non-strategic
sector and disinvestment as
an interim measure.

This is part of its proposal
for Union Budget 2026-27.

Interestingly, the word
disinvestment (minority
stake sale, strategic sale or
privatisation) is no longer
part of the Budget docu-
ments. Rather, the term
‘Miscellaneous Capital Re-
ceipts’ is being used for re-
ceipts under this category,
including proceeds on ac-
count of management of
equity investments and pub-
lic assets through various
mechanisms.

For FY26, the estimate is
47,000 crore. Till date, over
¥8,700 crore has been collec-
ted through sale of stake in
various government under-
takings and over 18,800

crore mobilised through
monetisation.
As the industry body feels

that privatisation is a time
consuming process, it pro-
posed a time-bound and
phased disinvestment as an
interim measure.

Its analysis showed that
reducing the government’s
stake to 51 per cent in 78 lis-
ted PSEs could unlock close
toX10lakh crore.

DISINVESTMENT PLAN
In the first two years of the
roadmap, the disinvestment
strategy could target 55 PSEs
where the government holds
75 per cent or less, mobil-
ising around 4.6 lakh crore.
In the subsequent stage, 23
PSEs with higher govern-
ment stakes (over 75 per
cent) could be disinvested,
potentially bringing in 5.4
lakh crore.

The industry body sugges-
ted a four-pronged strategy.
First, it recommended a shift
to a demand-based approach
in selecting PSEs for privat-
isation. Presently, the gov-
ernment identifies specific
enterprises for sale and sub-

4-PRONGED STRATEGY

o Shifting to a demand-based
approach in selecting PSEs for

privatisation

o Outlining a three-year rolling

pipeline of PSEs proposed for

privatisation

o Creating a dedicated institutional framework to
strengthen oversight and accountability

o Adopting a calibrated disinvestment roadmap

sequently invites investor in-
terest. However, when suffi-
cient demand or valuation is
not achieved, the process of-
ten stalls.

“CIl suggests reversing
this sequence by first
gauging investor interest
across a broader set of enter-
prises and then prioritising
those that attract stronger
interest and meet valuation
expectations,” it said.

Second, to provide in-
vestors greater clarity and
planning time, it recom-
mends that the government
announce a rolling three-
year privatisation pipeline,
outlining which enterprises

are likely to be taken up for
privatisation.

Third, an institutional
framework can strengthen
oversight, accountability and
investor confidence, making
privatisation predictable and
professionally managed.

STRATEGIC GUIDANCE

Accordingly, it “recom-
mends a dedicated body with
a Ministerial Board for stra-
tegic guidance, an Advisory
Board of industry and legal
experts for independent
benchmarking, and a profes-
sional management team to
handle execution, due dili-
gence, market engagement

and regulatory coordina-
tion.”

Fourth, recognising that
full privatisation of all non-
strategic PSEs is complex
and time-consuming, the CIT
recommends a calibrated
disinvestment approach
combined with a three-year
roadmap as an interim meas-
ure. The government could
reduce its stake in listed
PSEs in a phased manner to
51 per cent initially, allowing
it to remain the single largest
shareholder while releasing
significant value into the
market.

Over time, this could be
brought down further to
between 33 and 26 per cent.

“A calibrated reduction of
government’s stake in listed
PSEs to 51 per cent and even
lower is a pragmatic step that
balances strategic control
with value creation. Unlock-
ing %10 lakh crore of pro-
ductive  capital  would
provide vital resources to ac-
celerate infrastructure de-
velopment and support fiscal
consolidation”, ~Chandrajit
Banerjee, Director General
of CI1, said.
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Petroleum product exports
touched record high in 2025

This despite West sanctions on Russian oil and Suez Canal hurdles

S DINAKAR
Amritsar, 11 January

India’s exports of petroleum products hit
an all-time high in 2025 despite the
influence of sanctions by Western powers
and an ongoing informal blockade of the
Suez Canal, led by strong refining margins
in overseas markets — a byproduct of the
ongoing Russia-Ukraine war.

Fuel exports, which account for over a
tenth of India’s overall product exports by
value, came despite mountinggeopolitical
turmoil and theimposition of sanctions by
the European Union on alarge Indian pri-
vate-sector refiner and on supplies of fuels
made from processing Russian crude oil.

Reliance Industries led the charge for
Indian exports as shipments of fuels
reached a record 1.28 million barrels per
day (bpd) in2025,a 4 percentincrease from
a year earlier, according to data compiled
by maritime intelligence agency Kpler.

Forthefirsttime, state-runrefiner Man-
galore Refinery and Petrochemicals
(MRPL), owned by state-run explorer Oil
and Natural Gas Corporation, became
India’ssecond-biggestexporter of fuels, dis-
placing Russian Rosneft-operated Indian
refiner Nayara Energy to third place.

“India’s strong fuel export performance
has been supported by high refinery util-
isation, flexible configurations, and
favourable arbitrage into both the Atlantic
Basin and Asia, and there is a strong case
forthis momentum to continue this year,”
said Sumit Ritolia, an analyst with Kpler.
“Incremental refining activity will be an
important driver, with new capacity and
ramp-ups at HPCL Rajasthan Refinery,
expansions and debottlenecking at Pani-
pat, and higher utilisation across other
publicand privaterefineries lifting overall
throughput and product availability.”

Rising
tides

India’s fuel
exports in
'000 bpd
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Higher availability of transport fuels
from new plants leaves more for exports
from private sector refiners. State oil-
marketing companies’ mandate is to
keep India’s 5.5 million bpd domestic
demand well supplied, a state-run refin-
ing source said.

Exports of fuels from India will be
stable this year, said Prashant Vasisht,
senior vice-president at credit rating
agency Icra, aUS Moody's affiliate.

Reliance keeps exportengine
running

Reliance exported 911,000 bpd of fuels last
year, accounting for 71 per cent of India’s
petroleum product exports, followed by
MRPL and Nayara. India’s biggest refiner
said in recent statements that it has
stopped imports of Russian crude oil to
abide by European Union (EU) sanctions
onsupplies of fuels made from Russian oil.

Nayara Energy  Overall exports
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The company’s 700,000 bpd export-
oriented refinery in Jamnagar does not
use any Russian oil in its operations, the
company said.

MRPL, which operates a 300,000-bpd
standalone refinery in Mangalore,
exported 121,000 bpd, exceeding Nayara’s
107,000 bpd. MRPL accounted for over 9
per centof India’s exportslast year.

“Despite healthy headline demand
growth, the market is likely to see more
supply in gasoil/jet fuel, reinforcing the
need for exports to clear incremental vol-
umes, particularly outside peak demand
seasons and during periods of higher
refinery utilisation,” Ritolia said.

Hindustan Petroleum Corporation is
openinga 180,000 bpd refinery in Barmer,
Rajasthan, this year, and Indian Oil Cor-
poration is expanding its Panipat facility
by 200,000 bpd. Diesel and jet fuelaccount
for half of India’s fuel shipments.
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BPCL charts 10-year LPG infra expansion to meet rising PMUY consumption

Rlshl Ranjan Kala
New Delhi

State-run Bharat Petroleum
Corporation (BPCL) has
chalked out a 10-year LPG
expansion plan with a capex
of ¥4,600 crore as the oil
marketing company (OMC)
aims to meet the commod-
ity’s growing usage, particu-
larly among the PM Ujjawala
Yojana (PMUY)
beneficiaries.

BPCL's LPG import re-
quirement has grown, largely
led by PMUY and increased
penetration across the coun-
try. To meet this growing de-
mand, the infrastructure has
tokeep pace.

Besides, recent LPG usage
numbers also point towards
the need to expand capaciry,
an official said.

India’s LPG demand is
rising with PMUY benefi-
ciaries’ per capita consump-
tion hitting a record 4.47 cyl-

inders in FY25 and
non-PMUY usage growing to
6.64 cylinders. PSU OMCs
sold 31.2 million tonnes (mt)
of LPG during the year, an
over 5 per cent growth y-o-y.

BPCL, which receives
more than 48.80 crore book-
ing requests via the digital or
phone medium annually, re-
gistered its highest-ever
packed LPG sales of 8339
thousand tonnes (TT) in
FY25.

It also achieved the
highest ever market share of
packed LPG at 27.49 per cent
and the highest packed LPG
sales growth of 5.19 per cent
in the industry.

EXPANSION PLANS
The business also secured
the first position in the do-
mestic, packed, bulk and
total LPG categories during
FY25.

It enrolled 12.42 lakh cus-
tomers, taking the total cus-
tomer base to 9.46 crore (in-

cluding PMUY: around 2.68
crore).

The official quoted above
said that BPCL planned to
expand its LPG infrastruc-
ture over the next 10 years
with a ¥4,600 capex, which
includes adding additional
storage and augmenting im-
port facilities.

The LPG import facility at
JNPT Uran is undergoing
augmentation involving an
investment of ¥1,800 crore
with storage capacity en-
hancement from 30,000
tonnes to 60,000 tonnes and
is planned to be completed
by 2026.

The project envisages de-
bottlenecking and augment-
ation of cryogenic facilities
to meet future import re-
quirements and ensure unin-
terrupted and smooth supply
chain operations to meet the
growing LPG demand.

ADDITIONAL STORAGE
In the next 10 years to meet

the infrastructure require-
ment in line with growth in
LPG demand, BPCL is going
for an additional storage of
22,000 tonnes with capex of
700 crore.

Additional cavern storage
of 95,000 tonnes along the
pipeline route will be con-
structed on a capex of 2,000
crore. It will also add storage
in the new import terminal
on the West Coast/East
Coast with storage capacity
of 80,000 tonnes involving a
capex of 1,700 crore, the
same official said.

Besides, additional LPG
bottling plants with storage
capacity of 9,000 tonnes are
in the works with a capex of
%230 crore, considering that
BPCLreported a record LPG
bottling volume of 8,348
thousand tonnes (TT) in Q1
FY26.

Currently, its distribution

network comprises over
6,250 LPG distributorships
and 56 bottling plants.

Sales rose almost 7 per
cent y-o-y to 2.35 million
tonnes (mt) in Q2 FY26 and
nearly 9 per cent y-o-y to
4.48 mtin H1 FY26.

BPCL has also launched
value-added products and
services in the sector to en-
hance its presence and brand
visibility as India’s LPG eco-
system matures.

For instance, it launched
an  energy- -efficient  LPG
stove (Bharat Hi-Star) in
FY25, with a thermal effi-
ciency exceeding 74 per cent,
which cansave 1.7 mt of LPG
annually if used by all con-
suming households and can

potentially reduce GHG
emissions by around 5
MMTCOZ2e annually.




Millennium Post, Delhi, 12/01/2026
Page No: 10, Size: 11.35cm x 16.25cm

IBA seeks Rs 10K crore

fund for biogas industry

NEW DELHI: Indian Biogas
Association (IBA) has rec-
ommended a Rs 10,000 crore
fund to provide capital subsidy
for the biogas industry in the
forthcoming Budget.

The association also urged
the government to increase the
subsidy by 50 per cent to Rs
6 crore per 4.8 TPD of com-
pressed biogas (CBG) and sug-
gested capping the upper cap at
Rs 25 crore per project, accord-
ing to an IBA statement issued
on Sunday.

IBA will share the recom-
mendations with the Ministry
of New & Renewable Energy
and the Ministry of Finance,
it added. The industry body
also raised the demand at vari-
ous forums before the general
Budget.

IBA has proposed a min-
imum 5 per cent mandated
FOM (fermented organic
manure) blending in overall

fertiliser application by 2028,
and further ramped up in a
phased manner to 10 per cent
by 2030.

For the Union Budget
2026, the Indian Biogas Asso-
ciation would like to advocate
for positioning of the biogas/
CBG sector as a fast-maturing
pillar of green growth, which
now needs deeper fiscal sup-
port, faster implementation,
and easier finance to unlock
large-scale private investment
and rural income opportuni-
ties, the statement said.

It has also called for scaling
up project incentives by raising
Central Financial Assistance
(CFA).

The CBG plant’s capex out-
lay has increased by more than
50 per cent since the launch
of the CFA (Central Financial
Assistance) (subsidy) scheme
in 2014, due to various factors,
it pointed out. AGENCIES



BIOGAS INDUSTRY
SEEKS T10K CR

CAPITAL SUBSIDY

INDIAN
BIOGAS
Association
has
recommen-
deda
210,000 crore fund to
provide capital subsidy
for the biogas industry in
the forthcoming Budget.
It also urged the Centre
to increase the subsidy
by 50% to %6 crore per
4.8 TPD of compressed
biogas (CBG).
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Is Global Turmoil On the Cards?

US moves trigger fresh geopolitical un

Sanket Dhanorkar

A new year has barely begun, and anot-
her geopolitical storm is brewing. The
cast is familiar: the United States, a
strongman leader, an abrupt regime
change—and oil at the centre of itall.
On January 3, the US launched military
strikes inside Venezuela, capturing and
extraditing President Nicolas Maduro
to face ‘narco-terrorism’ charges. Presi-
dent Donald Trump announced that
Washington would oversee Venezuela’s
political transition, take control of its
oil reserves and invite US companies to
revive the country’sbatteredenergy sec-
tor. This portends dramatic shifts in
energy markets and geopolitics.
Venezuela sits atop
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bal oil reserves under its sway, the balance
of power in energy markets has shifted, no-
ted JP Morgan in arecent assessment.

Yet reserves do not translate automati-
cally into supply. Once the world’s lar-
gest oil exporter, Ve-

the world’s largest pro-
ven crude oil reserve-
s—around 303 billion
barrels, nearly a fifth of
the global total. With
US influence now ex-
tending over these reserves, Washington’s
leverage over global energy markets has ex-
panded materially. With close to 30% of glo-
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nezuela’s output has
collapsed after years
of political interfe-
rence, under-invest-
ment, mismanage-
ment and sanctions.
Stephen Dover, chief market strategist
at Franklin Templeton Institute, cau-
tions that US intervention alone will not

certainty, shifts in commodities, safe-haven assets

quickly unlock Venezuela’s oil wealth.

In the near term, uncertainty could lift
oil'srisk premium. Over the medium term,
however, Venezuela’s return to global mar-
kets could capprices. Thelarger shockwave
may be geopolitical. The episode reinforces
perceptions of US unilateralism. “Other
nations with territorial ambitions could fe-
elemboldened,” warns Dover.

Rising geopolitical risk typically favo-
urs safe havens. Gold could see short-
term gains as uncertainty lifts risk pre-
miums. If Venezuela’s oil eventually lo-
wers energy prices, inflation could cool
and US rate cuts accelerate—another
medium-term positive for bullion.

Emerging markets may also benefit over
time from cheaper energy, a weaker dol-
lar and lower US rates. Latin American
assets, in particular, could trade at hig-
her valuations withoutthe long shadow
of Venezuela’s socialist experiment,
reckons Ankita Pathak, head, global in-
vestments at [onic Asset.

For India, the direct impact appears limi-
ted. However, markets are expected torema-
in subdued amid elevated geopolitical risk.
In an already fractured world, Venezuela
has opened yet another fault line.
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Beyond Venezuela

What Trump’s oil grab
means for your money

The attack triggers geopolitical uncertainty, and shifts in emerging markets and safe-haven assets.

intoanalready turbulent world. Should
global investors brace for a storm?

Oi t well

Hereis what makes this US takeover a
big game-changer. Venezuela is home to
thelargest proven oilreserves onearth.
According to estimates, Venezuela holds
303 billion barrels of crude—the world’s
largest stockpile and nearly a fifth of
global oil reserves. The US effectively
gains unfettered access to this trove of
oil, extending its already vast oil empire
that runs from Alaska to Patagonia (a
South Americanregion covering parts of
Argentinaand Chile).

This gives the US unprecedented lever-
age in the global energy market. It further
buttresses its position as a de facto price-
setter,and not a price-taker. Withnearly
30% of the world’s total oil reserves now
under its influence, it marks a notable
shift in global energy dynamics, analysts
atJP Morgan wrote inanote.

‘What’smore, most USrefineries are
specifically equipped to process the
heavy-grade crude oil that Venezuela pro-
duces. “The capture of Nicolas Maduro
by US forces on 3 January 2026, marks
the most significant geopolitical shift in
Latin Americasince the 1989 invasion of
Panama,” observes Ankita Pathak, Head
—Global Investments, Ionic Asset.

However, this power shiftin the

by Sanket Dhanorkar venezuela ranks first in US’sfavour willnot happen overnight.

Venezuela’s oil industry, despite its vast

new year, another geopoliti- proven oil rese rves potential riches, has waned over the
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military strikes in Venezuela, with ° <~
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Nicolas Maduro and extraditing him ° 97 8 N — )—’
toface ‘narco-terrorism’ charges. US
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Venezuela's oil output has shrunk

It currently contributes just 0.8% of the world’s oil production.

Average daily crude oil production (in million barrels)
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The Latin American
country was once

the world's largest oil
exporter, ahead of Saudi
Arabia. But the advent
of socialist regimes
under Hugo Chavez and
then Maduro put the
brakes on its oil output.

try was once the world's largest oil exporter,
ahead of Saudi Arabia. But the advent of
socialist regimes under Hugo Chavez and
subsequently Maduro put the brakes on its
oil output. From a peak of 3.7 million barrels
aday in the 1970s, Venezuela now churns
outless than 1 million barrels aday—a mere
0.8% of the world’s oil production.

A series of missteps has left Venezuela’s
oilinfrastructure creaking and output
shackled. “Lack of expertise, under-in-
vestment, political interference, misman-
agement, corruption and then sanctions
have paralysed the exploitation of its oil
reserves,” remarks Swarnendu Bhushan,
Research Analyst, PL Capital. For now, the
US intervention alone cannot immediately
unlock Venezuela’s massive crude oil re-
serves, wrote Stephen Dover, Chief Market
Strategist, Head of Franklin Templeton
Institute, in hisrecent market update.

“Venezuela has the world’s largest re-
serves of crude oil, but the poor state of its
ageingoil extraction and transportation
infrastructure, coupled with the low quality
of its ‘heavy’ crude, suggests thateven the
arrival of political stability will not quickly
increase its crude oil output or exports,”
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China is a big importer
of Venezuela oil

US naval blockade on Venezuela will
disrupt oil supplies to China.
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indicates Dover.

Oil prices may see a short-term spike
due to uncertainty. “The risk premium is
expected torise with global uncertainties,
and there may be aminor spike as well
depending upon how Russia and China
respond to this,” says Bhushan.

But in the medium term, Venezuela’s
return to global oil markets could pres-
sure prices downward. “The medium-term
outlook appears bearish as the removal
of Maduro may unleash Venezuela’s sig-
nificant reserves, potentially increasing
production by 500,000 to 1 million barrels
per day within two years if US companies
resume operations,” observes Aamir
Makda, Commodity & Currency Analyst,
Choice Broking.

Geopolitical tens|
Abigger fallout is how this unilateral

takeover of a sovereign nation is perceived
by other global powers, mainly China and
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“In the longer term,
lower oil prices lead
to lower US inflation,
potentially more rate
cuts, a weaker dollar,
and therefore helps
the EM trade.”

ANKITA PATHAK
HEAD - GLOBAL
INVESTMENTS,

IONIC ASSET

Russia. “The Trump Administration has
reinforced the perception that the US is
willing to act unilaterally and to use force.
Other countries, with territorial interests
elsewhere, could be emboldened by the US
use of power,” points out Dover.

Beijing will be monitoring develop-
ments closely. The world’s second-largest
economy has developed close ties to Caracas
(capital city of Venezuela) inrecent years.
Chinais the biggest buyer of Venezuelan
oiland itslargest creditor. It has provided
Venezuela, its “all-weather strategic part-
ner”, with an economiclifeline since the US
ramped up sanctions in 2017, purchasing
roughly $1.6 billion worth of goods in 2024.
According toa Reuters report, almost half of
China’s purchases were crude oil, even as its
state-owned oil giants had invested around
$4.6billion in Venezuela by 2018. In fact, the
Maduro regime’s move to sell its oil in Yuan
was seen as a threat to US petro-dollar he-
gemony. The US intervention in Venezuela
isbound toleave a sour taste in Beijing. “In
the short-term, China will be under pres-
sure both for its oil supply and for the loans
ithas granted to Venezuela in the past that
‘may not be honoured,” points out Pathak of
Tonic Asset.

It could spark fresh tensions between the
world’s two biggest superpowers. Chinese
officials have already said China does not
acceptany country acting as the “world’s
Jjudge” or “police”, without expressly men-
tioning the US.

Trump’s recent support for a bill propos-
ingsteeper 500% tariffs on countries pur-
chasing Russian oilis another geopolitical
risk to contend with. Markets will interpret
thisasashift towards using trade instru-
‘ments for geopolitical leverage, which
increasesrisk pricing across equities, cur-
rencies, and commodities, observes Amit
Jain, Co-Founder of Ashika Global Family
Office Services.

Boost for emel g markets

Inaworld engulfed in trade wars and re-
gional conflicts, this latest military adven-

ture by the US and ensuing threats
sows renewed chaos. The country’s
past attempts to impose power shifts
orrebuild ‘troubled’ nations have had
limited success. “Transitioning of
governments and investment by oil
companies inless stable economies
have proved to be a challenge over
the pastdecade,” observe analysts at
Choice Broking.

Experts reckon the event could fur-
ther stoke geopolitical tensions. “This
episode clearly lifts the geopolitical
quotient higher. Similar military
aggression by other global powers
cannot be ruled out, now that there is
aprecedent, maintains Chirag Mehta,
CIO, Quantum AMC.

So far, flare-ups in geopolitical ten-
sions are not evident, but investors
should remain wary. Worryingly,
since the strike on Venezuela,
President Trump has continued to
threaten other nations with coercive
action. Warnings have been issued
to countries including Colombia,
Cuba, Mexico, Iran, and Greenland, a
self-governing territory of Denmark,
aNATO (North Atlantic Treaty
Organisation) ally.

Gold could see short-term gains
from safe-haven demand. “This will
lead to some bid-up in gold prices
asthe built-in risk premiumrises,”
says Mehta. Ifthe US gainsaccessto
Venezuelan oil, it could lower energy
costs and inflation, potentially accel-
erating Fed rate cuts, amedium-term
positive for gold. “The Fed’s dovish
stanceremains the core driver for
gold,” notes Makda. This also bodes
well for emerging markets, say ex-
perts.

“Inthelonger term, lower oil prices
lead tolower US inflation, potentially
morerate cuts, a weaker dollar and
therefore helps the EM trade,” men-
tions Pathak.

She adds that Latin American equi-
ties can potentially trade at higher
multiples without the “Chavista ceil-
ing”—the structural and ideological
limit imposed by socialist regimes on
Venezuela’s economic potential and,
by extension, the broader region’s
growth.

But for Indian equities, any impact
islikely to be muted. The ongoing
crisis in Venezuela is unlikely to
have any material economic or en-
ergy effect on India, according to the
India-based think tank Global Trade
Research Initiative (GTRI). Apart
from ONGC’s investment in its oil
fields, India hassharply cut oil im-
ports from Venezuela since the 2019 US
sanctions on the country. Eventually,
refiners in India could benefit from
importingheavier Venezuelan bar-
rels, which are priced ata discount
toBrent crude and enable companies
to generate higher grossrefining
margins. Overall, domestic equity
markets are likely to remain subdued
till global uncertainty prevails and
earnings donot pick up materially.

sanket.dhanorkar@timesofindia.com
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