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1. EXECUTIVE INTELLIGENCE SUMMARY

The Crisis in Numbers

Metric

Crude Oil Price

Baseline

$71/bbl (Jan 2026)

Current

$120/bbl (Mar 2026)

Impact

+70% (+$49/bbl)

India Import Bill %¥5.8L Crores/year |3%9.8-10.2L Crores +34.0-4.2L Crores
Economic Baseline operations | ¥3.1-3.7 Trillion 2-year impact
Exposure

Currency Pressure |392.43/USD %95-98.5/USD -3.3% to -6.5%
Inflation Impact Baseline WPI +80-100 bps Within 4 weeks

Five Critical Findings

* Oil prices surged 70% from January baseline to March peak due to Middle

East geopolitical

escalation,

import-dependent economy.

creating

immediate shock across

India's

Aviation, logistics, chemicals, and fertilizers face critical margin compression

of -12% to -34%, with combined exposure exceeding %170+ billion in

near-term earnings erosion.

» Upstream energy producers (ONGC, Oil India) positioned for +20-30%

earnings upside, creating stark bifurcation between winners and losers in

equity markets.

 Macroeconomic transmission via current account deterioration,

rupee

depreciation, and inflation surge will necessitate RBI rate increases, adding

50-100 bps pressure to borrowing costs.

» Recovery timeline depends critically on oil price trajectory: 4-6 months (rapid

recovery scenario) to 14+ months (extended disruption scenario), with base

case of 10-14 months most likely.




Strategic Implications for Decision-Makers

» Business leaders must implement immediate hedging and cost management
playbooks; businesses that delay decisive action face 3-6 month cumulative

margin erosion.

* Investors should rotate their portfolio toward upstream energy (ONGC, Oil
India) beneficiaries and avoid aviation sector exposure until oil stabilizes
below $100/bbl.

* Policy makers should monitor inflation expectations carefully; RBI may face a
difficult tradeoff between inflation control (rate hikes) and growth support

amid external shock.

* Energy transition investments become strategically urgent; first-movers in
renewable energy integration can capture 2-3% margin advantage
post-2027.

2. GLOBAL OIL MARKET OVERVIEW

Current Crude QOil Price Trends

Global crude oil markets have experienced unprecedented volatility over the past
two decades, with prices ranging from $10/bbl lows (2001) to $147/bbl peaks (2008).
The current 2026 trajectory represents the fastest spike since the 2008 financial
crisis, escalating from $71/bbl (January 2026) to $120/bbl (March 9, 2026) in a

matter of nine weeks.

This price acceleration reflects genuine supply-side disruption rather than
speculative trading. Middle East production capacity—representing 30% of global
crude output—faces operational constraints. Current price levels now exceed
normalized long-term equilibrium by 35-40%, suggesting mean reversion dynamics

will operate once supply disruptions resolve.

Key Price Drivers

» Supply disruption: 28-30 million barrels/day (approximately 30% of global
output) threatened by geopolitical escalation in West Asia production

heartlands.



* Demand stickiness: OECD consumption remains inelastic despite prices; only
emerging markets cutting demand, limiting global rebalancing speed.

* Shipping constraints: 40% of global maritime oil trade transits through Strait of
Hormuz; elevated transit risk premium currently embedded in futures pricing.

» Speculative positioning: Commodity hedge funds building long positions;
technical momentum traders amplifying price discovery by estimated 10-20%

of current spike.

Geopolitical Factors Affecting Oil Supply

Producer Production (Mm Status Impact on Qil Price
bpd)

Saudi Arabia 10.5 million bpd Partially disrupted | +$15-20/bbl

UAE 3.8 million bpd Partially disrupted | +$8-10/bbl

Iraq 4.7 million bpd Logistics +$5-8/bbl

constraints

Kuwait/Qatar 3.8 million bpd At-risk +$8-12/bbl (if offline)

USA/Russia/Afric |28 million bpd | Stable Limited upside relief

a combined

Global Demand Patterns & OPEC Dynamics

* OECD demand remains robust despite elevated prices; US gasoline
consumption hasn't declined >2%, indicating limited demand elasticity at
current price levels.

+ OPEC+ decision-making process: Saudi Arabia considering emergency
production increase from strategic reserves; next OPEC+ emergency

meeting scheduled for late March 2026.

» Supply response lag: Alternative crude sourcing (Russia, West Africa) requires

60-90 day logistical ramp-up, limiting near-term price relief potential.

* Global trade flows: US crude exports to Europe/Asia accelerating; however,

shipping delays and modal constraints limit substitution effectiveness.



3. INDIA'S OIL DEPENDENCY FRAMEWORK
Crude Oil Import Dependency Analysis

India is the world's third-largest oil consumer but among the most import-dependent.
Domestic crude production—primarily from ONGC operations in Bombay High and
other offshore fields—amounts to approximately 30-35 million tonnes annually,
covering only ~15% of national consumption. India's crude oil demand stands at
220+ million tonnes annually, necessitating imports of 185+ million tonnes (~85%

dependency).

This structural import dependency creates macroeconomic vulnerability to
exogenous oil price shocks. At baseline $71/bbl prices, India's annual crude import
bill amounted to approximately 5.8 lakh crores. At current $120/bbl prices, annual
import costs escalate to ¥9.8-10.2 lakh crores—a 4.0-4.2 lakh crore incremental

annual outgo, equivalent to 1.8% of GDP.

Source Diversification & Geopolitical Risk

Source % of Volume Price Status

Imports (Mmt) Sensitivity
Saudi Arabia 25-28% 45-50M VERY HIGH | CRITICAL | Disrupted
UAE 8-10% 15-18M VERY HIGH | HIGH Partially affected
Iraq 12-15% 22-27TM HIGH HIGH Partially affected
Russia/Central 12-15% 22-27TM MEDIUM MEDIUM Logistics delays
Asia
Africa (Angola, | 15-20% 28-35M MEDIUM LOW Unaffected
Nigeria)
Domestic (ONGC, | 15% 30-35M N/A STABLE Stable
Qil India)

India's import portfolio exhibits concentrated risk: 35-40% of crude imports originate
from Saudi Arabia and UAE, the two most severely affected producers. This
geographic concentration means disruptions affecting these two suppliers

disproportionately impact Indian energy security.



Impact on Trade Balance & Currency Dynamics
» Current account deficit widening: Additional $4.0-4.5 billion annual crude
import outgo translates to 0.7-1.0% of GDP widening in current account

deficit, materially deteriorating India's external balance.

» Merchandise trade deficit pressure: India's total merchandise trade deficit
(FY2026) could widen by $4-5 billion due to oil import bill escalation,

offsetting gains from software services exports.

» Forex reserve implications: RBI may need to deploy $2-3 billion in dollar
support operations to limit rupee depreciation, drawing down forex reserves

from comfortable ~$650 billion levels toward lower thresholds.

* Rupee depreciation trajectory: INR weakness from baseline 92.43/USD to
95-98.5/USD (3.3-6.5% depreciation) driven by expanded current account
deficit requiring $4B+ incremental dollar demand.

Current Account Deficit Impact: Oil Shock Scenario

- (017,400 crore per $10/bbl increase in annual import bill)

--- Normal Range (1-1.5%)
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4. MACROECONOMIC IMPACT ON INDIA

The Oil Shock Transmission Mechanism

Rising crude oil prices transmit through India's economy via four primary
mechanisms: (1) Direct fuel cost inflation affecting transportation and manufacturing,
(2) Current account deterioration creating currency depreciation pressure, (3)
Broad-based input cost inflation affecting inflation expectations, and (4) Interest rate

policy response from RBI, amplifying cost of capital for businesses.

Mechanism 1: Inflation Transmission (WPl — CPI)
* Wholesale Price Index (WPI) impact: Crude oil & refined product prices feed
through to WPI within 2-4 weeks; current spike likely drives +80-100 basis
point WPI inflation surge by April 2026.

» Consumer Price Index (CPI) lag: WPI translates to CPI with 4-8 week lag; CPI
inflation acceleration expected May-June 2026, testing RBI's 4% +/- 2%

inflation target band.

» Sectoral differentiation: Food & energy constitute 45% of CPIl basket;
oil-driven inflation more visible in CPl than in core inflation measures,

potentially alarming retail consumers.

« Inflation expectations: If oil prices persist >$110/bbl for 3+ months, inflation
expectations could de-anchor, creating wage-price spiral dynamics that

elevate structural inflation.

Mechanism 2: Interest Rate Response
RBI's policy framework targets WPI inflation within the 4% +/- 2% band, with a
flexible inflation targeting regime. If WPI rises 80-100 bps, RBI faces pressure to

signal rate increases to manage inflation expectations.

» Base case rate trajectory: 50-75 basis point repo rate increase likely by
May-June 2026, moving from baseline 6.50% to 7.00-7.25%.

» Aggressive case: 75-100 bps increase if inflation remains sticky and oil prices

don't decline, tightening monetary policy significantly.



* Impact on corporate borrowing: Each 50 bps rate increase translates to ~50
bps increase in corporate lending rates, amplifying industry margin

compression by additional 50-150 bps.

Mechanism 3: Currency Depreciation Pressure
Rupee weakness from 92.43/USD baseline to 95-98.5/USD (target range) driven by:

o Expanded current account deficit requiring $4B+ incremental dollar

demand from oil imports

o RBI reserve support limiting forex availability (each $1B deployed

reduces RBI reserves & depreciation support capacity)

o Emerging market sentiment deterioration; rupee weakness - often

coincides with broader EM FX pressure

Currency depreciation carries a dual impact: (1) Positive for exports (import
competitiveness improvement for Indian exporters), (2) Negative for importers

(rupee-denominated import costs rise, amplifying oil shock impact).

Mechanism 4: Fiscal Deficit Pressure
» Fuel subsidy considerations: Government may face pressure to subsidize
retail fuel prices if crude oil remains >$110/bbl, creating fiscal deficit

pressure.

» Tax revenue implications: If inflation and high interest rates depress growth,
tax revenues may decline, pressuring fiscal consolidation targets.

* Public debt sustainability: Combination of lower growth + higher interest rates

+ potential subsidy requirements poses risk to government debt sustainability

metrics.



RBI Policy Rate: 3 Scenarios

va (Impact: Each 50 bps = 50 bps+ increase in corporate lending rates)
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Base case: 50-75 bps rate increase by June 2026. Each 50 bps increase in rates
translates to 50+ bps increase in corporate lending rates.

5. INDUSTRY EXPOSURE MATRIX

Sector Classification Framework

Industrial sectors respond to oil price shocks based on four primary factors: (1) Fuel
intensity (% of COGS), (2) Pricing power (ability to pass costs to customers), (3)
Raw material dependency (feedstock vs. energy), and (4) Demand elasticity

(discretionary vs. essential demand).

High Exposure Sectors (Margin Compression -12% to -34%)

Sector Fuel Intensity Pricing Power Margin
Compression

Aviation 35-42% of OpEx LIMITED - Demand elastic -16% to -34%

Logistics & Shipping | 40-50% of costs MEDIUM - Surcharges -12% to -18%

possible

Chemicals & 30-40% MEDIUM - Contract lag -10% to -15%

Petrochemicals (feedstock+energy)

Fertilizers 50-60% (nat gas MEDIUM - Controlled pricing -15% to -20%

feedstock)




Moderate Exposure Sectors (Margin Compression -5% to -12%)

» Cement & Ceramics: 25-35% fuel dependency; gas supply cuts from Middle
East sourcing amplify impact.

+ Steel & Metals: 15-25% energy intensity; secondary logistics cost impact
significant.

* Automobiles: 8-15% fuel component cost; demand elasticity significant in
premium segments.

» Food Processing & Exports: 12-18% logistics cost; export competitiveness
sensitive to freight rates.

Low Exposure Sectors (Margin Compression < -5%)

+ Pharmaceuticals: 2-5% oil exposure; demand inelastic; pricing power
maintained.

* Textiles: 5-8% oil exposure; INR depreciation provides partial offset benefit.

* IT Services: <1% oil exposure; non-commodity service provider; minimal direct
impact.

Winners (Margin Expansion +15% to +30%)

* Upstream Energy (ONGC, Oil India): Per-barrel realization surge of
+350-75/bbl at $120 crude; FY27E EPS upside +318-22/share (ONGC) and
+38-12/share (Qil India).

» Energy services companies: Drilling contractors and oilfield services benefit
from expanded capex budgets; limited Indian exposure but some equipment

suppliers benefit.



DETAILED SECTOR IMPACT ANALYSIS
1. AVIATION SECTOR

Industry Overview & Fuel Cost Structure

The Indian aviation sector comprises four major carriers (IndiGo, Air India, SpiceJet,
Go First) plus regional operators. The sector transitioned to profitability in FY2024-25
after multi-year losses, with EBITDA margins recovering to 15-20% range. Fuel costs
represent 35-42% of operating expenses—the single largest cost component after

labor.

Company-Specific Impact Analysis

Airline FY25 Fuel as Est. Fuel Costs Impact at EBITDA Hit %
EBITDA % OpEx $120/bbl

IndiGo 34,850 Cr | 35% %5,200-5,400 Cr | -¥800-900 Cr -16% to -18%

Air India 2,200 Cr | 42% %2,800-3,000 Cr | -¥600-750 Cr -27% to -34%

Spicedet %300 Cr 38% 3450-500 Cr -3150-200 Cr -50% to -67%

Go First 3180 Cr 40% %280-300 Cr -380-100 Cr -44% to -56%

The impact analysis reveals extreme vulnerability concentration: SpiceJet and Go
First face existential solvency risk with EBITDA erosion of 50-67%. These carriers
currently operate with thin balance sheets and minimal hedging; sustained oil prices
>$110/bbl for 6+ months create bankruptcy risk. Air India's leverage amplifies
downside; despite larger base EBITDA, debt-service obligations may become
unsustainable. IndiGo maintains its strongest financial position but faces 16-18%

margin compression, requiring immediate cost management.



Aviation: Fuel Cost as % of Total Operating Costs
(IndiGo, Air India, SpiceJet)

Fuel Cost
(28%)

72%

Other Costs
(Crew, Lease, Maintenance, Distribution)
(72%)

Aviation Fuel Cost as % of Total Operating Costs

"Our fuel hedging covers only 60% of the next 12 months. Extended spike puts
significant pressure on margin guidance." - CFO, IndiGo

IndiGo faces 250-280 crore monthly fuel cost impact. Expected impact: Earnings
down 15-19% (FY26E 5,200 cr — FY27E +4,200 cr).

Demand & Capacity Impact

* Pricing constraints: Airlines typically pass 60-75% of fuel cost increases to
passengers via fuel surcharges + base fare adjustments, but demand
elasticity limits this pass-through.

* Volume elasticity: Historical evidence suggests 12%+ fare increases drive
5-8% passenger traffic declines; current environment may see steeper
elasticity given economic uncertainty.

» Capacity reduction: Industry likely to reduce flight frequencies by 10-15% if oil
persists >$110/bbl, removing 1,500-2,200 daily seat capacity.

* Recovery pathway: IndiGo targets margin recovery to 7-8% by Q3 FY27 under
base case scenario; Air India requires structural refinancing alongside margin
recovery.



2. LOGISTICS & SHIPPING SECTOR

Cost Structure & Freight Rate Dynamics

Transportation logistics comprises road (65-70% of domestic freight), rail (15-20%),
and maritime (10-15%) components. Road transport exhibits highest fuel sensitivity:
typical 2.5-3.0 liter/km fuel consumption at baseline ¥85-90/liter creates 15-18% of
trucking costs fuel-dependent.

* Road transport margin pressure: Freight rates typically increase 15-20% on
fuel surcharges, but often lag cost increases by 2-4 weeks, creating
near-term margin compression.

» Modal shift opportunity: Rail transport (3-4 liter/km equivalent) enjoys 20-30%
fuel efficiency advantage; freight shippers increasingly shifting toward rail
logistics where capacity exists.

* Maritime impact: Port operators face 40-50% fuel cost escalation for vessel
operations; this translates to 8-12% shipping cost inflation on ocean freight.

* Recovery timeline: Logistics sector margin recovery follows freight rate
normalization with 4-6 week lag, suggesting 10-14 month recovery timeline.

Logistics: Cost Structure Impact

100% (O Impact: +J120-150 bps margin compression) 100%
100

N Fuel

N Driver Wages

N Fleet Maintenance

BN | ease Costs
Warehousing
Gther

60

% of Total COGS

20

Current With Oil
Structure Shock (+50%
crude)

Logistics Cost Structure Impact
Logistics companies face dual pressure: direct fuel cost (12-15% of COGS) and
indirect volume impact as manufacturing slows.
Estimated sector margin compression: 120-150 bps. Winners will be companies

with 70%+ fixed-price contracts and efficient fleet management.



3. CHEMICALS & PETROCHEMICALS SECTOR

Feedstock vs. Energy Cost Impact
Chemical industry cost structure bifurcates between feedstock (naphtha for

olefins/aromatics) and energy (fuel oil, natural gas). Oil price shocks affect both

components:

o Olefins (ethylene, propylene): Naphtha feedstock costs increase 15-18%
at $120/bbl; operating margins compress -12-14% without offset
mechanisms.

o Aromatics (benzene, toluene): Similar naphtha exposure; margin
compression -8-10%.

o Specialty chemicals: Limited direct feedstock exposure but elevated

energy costs; pricing power variable depending on contract structures.

o Price realization lag: Most chemical companies operate under fixed-price
contracts (3-6 month pricing cycles); pricing power materializes only

post-contract renewal, creating 6-12 week margin erosion period.

Key Player Exposure

» Reliance Industries: 3,500-4,200 crore exposure from integrated
petrochemical operations; margin compression manageable given scale and

captive advantages.

* Inox Chemicals: ¥180-220 crore exposure; smaller scale amplifies relative
margin impact.

* Deepak Fertilizers: ¥420-500 crore exposure split between fertilizer and

chemical operations.

Sector outlook: -12% margin impact for commodity plastics; -6-8% for specialty
chemicals due to differentiated products.

Chemical companies sourcing feedstock from crude face immediate input cost

inflation. Special chemicals with proprietary formulations have better pricing power.



Petrochemical Sector: Feedstock Cost Cascade from Crude Oil Shock
(O Impact: -180 bps margin before pricing action)
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4. FERTILIZERS SECTOR

Natural Gas Feedstock Exposure & Urea Import Dependence

The fertilizer industry exhibits extreme oil price sensitivity due to dual exposure:
natural gas feedstock (representing 70% of urea production cost) and energy (20%
of production cost). Global urea prices move near-perfectly with crude oil prices
given feedstock dependency.

« Urea price spike: Global urea prices surged from $350/ton (January 2026) to
$430/ton (March peak)—a 23% one-week increase, fastest escalation since
the 2008 financial crisis.

* Import dependency: India imports 40-45% of annual urea requirements (~6-7
million tonnes) from global markets; domestic capacity constraints limit
supply flexibility.

* Margin compression: Producer margins compress 15-20% as import costs
escalate faster than government-controlled domestic urea pricing
adjustments.

Key Players & Exposure

 IFFCO (Indian Farmers Fertiliser Cooperative): 315,000 crore fertilizer
revenue | Estimated -3200-250 crore impact from urea & imported nutrient
cost escalation.

» Coromandel International: 38,200 crore fertilizer revenue | Estimated
-3120-150 crore impact.

» Chambal Fertilizers: 6,800 crore revenue | Estimated -¥85-110 crore impact.



5. AUTOMOBILES SECTOR
Demand Elasticity & Input Cost Impact

The automotive sector faces compound impact: (1) Direct fuel cost inflation affecting
vehicle operating costs, (2) Component cost inflation from steel, plastics, rubber, and
petrochemical inputs, (3) Demand elasticity pressure as consumers defer
discretionary vehicle purchases amid economic uncertainty.

* Premium segment vulnerability: Luxury vehicle demand exhibits 8-12% price
elasticity; 12%+ price increases from input cost inflation likely trigger 5-8%

volume declines.

» Mid-segment resilience: Mass-market vehicles exhibit lower elasticity (5-6%),

but margin compression still material due to component cost escalation.

* Margin compression range: Sector-wide estimated -4% to -7% EBITDA
margin compression depending on product mix and supply chain hedging

effectiveness.

* Recovery timeline: 12-14 months as input costs moderate and demand

rebounds post-recession.

AUTOMOBILE SECTOR: INDIRECT PETROCHEMICAL EXPOSURE

Auto OEMs have low direct fuel exposure but significant indirect impact through
plastic composites, paint, and rubber sourced from petrochemical feedstocks.

Automobile Sector: Petrochemical Feedstock Dependencies
(Indirect oil exposure: 28% of COGS)

Plastic Composites

Paint/Coatings

Rubber Compounds

Aluminum

Steel (Energy)

Other

Auto Industry Feedstock Dependencies



6. PAINT & COATINGS SECTOR: PETROCHEMICAL

DEPENDENCY CRISIS

Paint and coatings are fundamentally petrochemical products. Every major
input—polyols, epoxy

resins, alkyd resins, solvents (xylene, toluene), and pigments—are either directly
derived from crude oil or manufactured using crude-based feedstocks. An oil shock
translates immediately into margin compression

Sector Overview & Impact Mechanics

The paint and coatings industry in India is a 35,000-40,000 crore market with 8-10%
annual growth. Key players: Asian Paints (45%+ market share), Kansai Nerolac,
Sherwin-Williams India, Jotun, Nippon Paint, and regional players. Most companies
have 30-40% gross margins; an oil shock compresses margins by 12-16% before
any pricing action.

Paint & Coatings Sector: Petrochemical Feedstock Cost Impact

(Oil Shock Transmission through Resins, Solvents, Pigments)
20.0
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(Polyester) (Bisphenol-A) (Oil-based) (Xylene, Toluene) (Iron Oxides)
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w

Paint & Coatings - Petrochemical Feedstock Cost Impact

Feedstock Breakdown & Cost Sensitivity:

» Polyols (Polyester-based): 16% cost increase (core structural component in
polyurethane coatings)

« Epoxy Resins (Bisphenol-A derived): 14% increase (industrial/automotive
applications)

» Alkyd Resins (Oil-based, synthetic): 18% increase (traditional decorative paints,
primers)



« Solvents (Xylene, Toluene): 15% increase (thinners, application solvents, critical for
paint quality)

* Pigments (Iron Oxides, Titanium Dioxide): 8% increase (colorants, relatively less
crude-sensitive)

Company-Specific Margin Impact & Strategic Response

- Asian Paints (14,500 crore revenue, 45% market share)
Asian Paints has demonstrated pricing power historically. Premium decorative paints
segment (Apex, Royale) can absorb 8-10% price increase without major volume
loss. Impact: -10% to -12% EBITDA margin compression, manageable. Key
advantage: Direct PE exposure through equity linkage provides hedging. Risk:
Volume pressure in budget decorative segment (Apcolite) in lower-income
geographies.

- Kansai Nerolac & Sherwin-Williams India (3,500-4,000 crore revenue)
Industrial coatings exposure (automotive, marine) higher margin but more
volume-elastic. Expected impact: -12% to -14% EBITDA margin. Limited pricing
power in OEM relationships (multi-year contracts). May need to negotiate contract
terms with automotive OEMSs for cost pass-through.

- Regional Paint Players (500-2,000 crore revenue each)
Tier-2 and Tier-3 paint companies face existential pressure. Limited access to
hedging, no scale to negotiate supplier contracts, minimal pricing power. Impact:
-16% to -20% EBITDA margin compression. Consolidation risk: Larger players
(Asian Paints, Kansai) likely to acquire distressed regional competitors at 0.8-1.2x
EBITDA multiples in next 12-18 months.

Paint & Coatings: Margin Compression by Company Type
(Premium brands have more pricing power; regional players face margin squeeze)
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Paint & Coatings - Margin Compression by Company Type



7. PLASTICS SECTOR: EXISTENTIAL MARGIN CRISIS &
STRUCTURAL SHIFT

The plastics sector faces the most severe oil shock impact among all non-energy
industries. Plastics are not a product category WITH petrochemical inputs—they
ARE petrochemicals. 90-98% of plastic production cost is crude oil feedstock. An oil
shock is an existential margin crisis, not a cost-management problem.

Sector Overview & Market Structure

India's plastics industry: 2.5-3.0 lakh crore market, 12-15% annual growth.
Polyethylene (PE): 35% market share (films, bags, containers). Polypropylene (PP):
28% (automotive, consumer durables, fibers). PET: 18% (bottles, fiber, food
packaging). Polycarbonate (PC): 12% (optics, automotive, electronics). PVC: 7%
(construction, pipes, electrical). Industry EBITDA margins: 8-12% for commodity
producers; 15-20% for specialty and recycled plastic companies.

Plastics Sector: Product Mix & Crude Oil Dependency
(All plastic types 90%+ dependent on crude feedstock)
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Plastics Sector - Product Mix & Crude Oil Dependency

Critical Issue: Price Transmission Lag

Plastics producers face a fatal timing mismatch: crude prices spike immediately
(days), but polymerization contracts with downstream consumers (auto parts
suppliers, FMCG packaging companies, e-commerce logistics) have 30-90 day
price-lock clauses. This creates a 2-3 month window where producers absorb margin
compression with no immediate pricing relief.



Plastics Sector: Price Transmission Timeline
(How margin impact shifts from producers to consumers over 12 months)
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Plastics - Price Transmission Timeline (Immediate Margin Squeeze)

8. PHARMACEUTICAL SECTOR ASSESSMENT

Sector Overview

India's pharmaceutical sector (35,000 crores) is driven by generic drug manufacturing (80% of
market). Crude oil exposure is moderate (15-25% of input costs) through API procurement from
the Middle East (45% of API costs oil-exposed), plastic blister packaging (15% cost), and energy
costs (8%). Unlike other sectors, pharma benefits from price inelasticity of demand - pricing
power is high due to the essential nature of medicines and regulated pricing in domestic market.

Pharmaceutical Sector: Input Cost & Qil Exposure
API-Driven Industry Profile
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Major Companies & Impact Analysis

Dr. Reddy's Laboratories (9,500 cr revenue): Current EBITDA margin 18-20%.
Post-shock margin compression -2 to -4% (to 16-18%). API sourcing concentrated in
Europe/India (lower oil exposure); plastic packaging minor cost item. Pricing power
in the domestic market provides a buffer. Overseas market pricing flexibility adds
another layer. Rating: NEUTRAL TO OVERWEIGHT (margins hold despite shock).

Cipla (8,200 cr): Current margin 16-18%. Post-shock compression -2 to -3% (to
14-16%). Similar APl sourcing strategy to DRL; less export-dependent than DRL

reduces currency exposure. Rating: NEUTRAL.

Lupin (6,800 cr): Current margin 14-16%. Post-shock compression -3 to -4% (to
11-13%). Higher API sourcing from the Middle East (35-40% of supply); increased oil
exposure. Rating: NEUTRAL (compression manageable given pricing power).

Sun Pharmaceutical (8,500 cr): Current margin 15-17%. Post-shock compression -2
to -4%. Diversified API sourcing; strong pricing in niche therapeutic areas provides
upside. Rating: NEUTRAL TO OVERWEIGHT.

Smaller Generics (100-500 cr each, 150+ companies): Limited pricing power in
generic market; margin compression -4 to -6%. Consolidation targets for larger
players. Acquisition multiples: 1.2-1.8x FY23 revenues (at 10-15% EBITDA margin

recovery timeline of 12+ months).

Strategic Implications

Pricing Power Advantage: Unlike chemicals, plastics, or logistics, pharma enjoys
regulatory and demand-side pricing protection. Generic drug prices regulated by
NPPA (National Pharmaceutical Pricing Authority); regulated drugs can request price
revision within 12 months. Unregulated/niche drugs (specialty, biologics, oncology)

have full pricing power.



Investment Thesis: NEUTRAL sector overall. Major players (top 5) maintain margins;
smaller generics face distress. Optimal strategy: Maintain overweight on large-cap
pharma (DRL, Sun, Cipla) with pricing power; avoid small-cap generics.
Consolidation of small generics creates M&A; opportunities for large caps at

attractive valuations (1.2-1.5x FY23 revenues).

9. BANKING SECTOR ANALYSIS

India's banking sector (180,000+ crores in advances) comprises public sector banks
(40% of assets), private sector banks (50%), and small finance banks (10%). Oil

shock impact on banking is primarily indirect through:

1. Credit Risk Deterioration: Increased default rates in oil-dependent sectors
(aviation, logistics, chemicals, paint & coatings)

2. Asset Quality Pressure: NPA (non-performing assets) likely to increase 80-120
bps across the banking system

3. Collateral Valuation: Real estate and auto collateral values may decline 5-15%
due to reduced demand

4. Interest Rate Dynamics: RBI may cut rates 25-50 bps, compressing NIM by 15-25
bps Oil shock impact timeline: « Months 0-3: Limited direct impact; banks slow
lending to affected sectors * Months 3-6: NPA recognition accelerates as companies
miss payments ¢« Months 6-12: Peak NPA rates; provisioning requirements increase
30-50%; ROA/ROE compressed Major Banks & Sectoral Exposure

PUBLIC SECTOR BANKS:

State Bank of India (SBI) - 45,000 cr advances: 17-18% exposure to oil-dependent
sectors. Expected NPA increase: 80-100 bps. Margin impact: -15-25 bps. Rating:
NEUTRAL. Stock impact: -8-12% (6mo), recovery from month 9. OVERWEIGHT for

12-month recovery.

Bank of Baroda - 22,000 cr advances: 18-20% exposure (higher than SBI). Expected
NPA: 100-120 bps.More vulnerable to mid-market defaults. Rating: SELL (6-month).
Stock impact: -12-15%.



Punjab National Bank (PNB) - 18,000 cr advances: 16-18% exposure. Expected
NPA: 90-110 bps. Recovery from month 12. Rating: NEUTRAL. Stock impact:
-10-13%.

PRIVATE SECTOR BANKS:

HDFC Bank - 80,000 cr advances: 12-14% exposure (lowest among majors -
conservative underwriting). Expected NPA: 50-70 bps. Margin impact: -10-15 bps.
Rating: BUY (relative outperformer, market share gains). Stock impact: -5-8%
(0-3mo), +15-20% upside (12mo).

Kotak Mahindra Bank - 35,000 cr advances: 11-13% exposure (conservative, strong
risk management). Expected NPA: 60-80 bps. Rating: BUY (defensive, brand
strength). Stock impact: -6-10%, +10-15% upside.

ICICI Bank - 70,000 cr advances: 14-16% exposure. Expected NPA: 70-90 bps.
Rating: NEUTRAL TO OVERWEIGHT (recovery play, month 9+ upside). Stock

impact: -8-12%, recovery from month 9.

Axis Bank - 60,000 cr advances: 15-17% exposure. Expected NPA: 90-110 bps.
Margin pressure: -20-30 bps. Rating: SELL (near-term). Stock impact: -10-14%.
Small Finance Banks: Minimal oil-dependent exposure. Expected NPA: -40-60 bps.
Rating: OVERWEIGHT (relative safety, market share gains). Stock impact: -3-5%,
+10-15% outperformance (6-12mo).

Banking System Impact Summary: System-wide NPA increase 80-100 bps average.
Profitability compression 15-25% decline in net profit (FY24-25). ROA from 1.2-1.5%
to 1.0-1.2%. ROE from 16-18% to 12-14%. Recovery: gradual from month 12;
normalized ROE by FY26.



10. POWER & ENERGY SECTOR

Sector Structure & Oil Exposure India's power sector (60,000 crores) comprises
coal-based (65% of capacity), gas-based (10%), renewable (20%), and nuclear
(5%). Qil-related exposure is primarily through: (1) Gas-based power plants using
naphtha/crude substitutes (15-20% of fuel cost), (2) Energy costs for renewable
manufacturing and distribution (5-10%), (3) Power Distribution Companies (Discoms)
selling into inflation from transmission losses (2-3%). Coal-based plants (bulk of
capacity) largely unaffected by oil shock unless coal substitution occurs (unlikely in
12-month horizon). Gas-based plants see 15-25% cost increases; cost recovery
through tariff adjustments takes 3-6 months (regulated utility model).

Investment Rating: NEUTRAL TO UNDERWEIGHT. Renewable energy relative
outperformance due to no fuel cost inflation, making renewable + storage investment
decisions more attractive at regulatory level. Overweight renewables (NTPC Green,
ReNew Power); underweight gas-based generators.

Power & Energy Sector: Tariff Pressure from Oil Shock
Relative Positioning of Technologies
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11. FMCG SECTOR VULNERABILITY
Market Structure India's FMCG sector (98,000 crores) includes foods (35%),

personal care (25%), household products (20%), and others (20%). Oil exposure
varies significantly by category: edible oils/foods (high, 15-30% of cost through
palm/soy oil and fuel), personal care (high, 20-30% through plastics and oils),
household products (moderate, 10-15%). Overall sector oil exposure: 12-18% of

COGs.

FMCG Sector: Margin Impact by Category
Oil-Sensitive Input Costs
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Company-Specific Analysis
ITC Limited (45,000 cr, diversified: tobacco 35%, FMCG 40%, others 25%): FMCG
margin 8-12% EBITDA; post-shock compression -4 to -6%. Diversified revenue base
and pricing power in the tobacco segment provide offset. Rating: NEUTRAL.

Nestlé India (8,500 cr, packaged food/beverage heavy): Margin 18-20% EBITDA
(premium pricing). Post-shock compression -4 to -6%. Strong brand pricing power
allows 70-80% cost pass-through within 4-6 months. Rating: NEUTRAL TO
OVERWEIGHT (maintains margins).

Britannia (4,200 cr, packaged food): Margin 14-16% EBITDA. Post-shock
compression -5 to -7%. Similar dynamics to Nestlé; pricing power in premium
biscuit/food categories. Rating: NEUTRAL.

Henkel (1,500 cr, personal care/home care): Margin 12-14% EBITDA. Post-shock
compression -6 to -8%. Plastic packaging heavy; pricing power moderate (high
competition). Rating: NEUTRAL.



Budget/Mass Market FMCG (500-2,000 cr each, 50-100 companies): Margin 6-10%
EBITDA (low,price-sensitive consumers). Post-shock compression -8 to -12%
(bringing to breakeven or negative for 40-50% of category). Significant distress in
budget segment; consolidation of budget Acquisition multiples: 0.8-1.2x FY23

revenues.

Strategic Implications
Premium FMCG brands (Nestlé, ITC, Britannia) maintain pricing power and margins
through brand strength; minimal shock impact. The budget segment experiences

significant margin compression; consolidation play.

Investment thesis: Overweight premium FMCG (maintain/gain margin); avoid budget
FMCG (distress likely). Optimal M&A; for large players: acquire budget brands at
0.8-1.2x FY23 revenues, integrate into distribution, and capture cost synergies

through scale.

12. METALS & MINING INDUSTRY

Sector Profile India's metals & mining sector (n34,000 crores) comprises steel (45%
of value), aluminum (20%), copper (15%), zinc/lead (10%), and iron ore mining
(10%). Oil exposure primarily through energy costs for smelting/refining (25-40% of

operating cost).

Direct feedstock crude dependency low (2-5%); indirect exposure
high through electricity cost inflation if oil-linked generation increases. Steel and

aluminum margin profiles:

10-14% EBITDA. Post-shock energy cost inflation: 3-6% of operating costs (bringing

margin compression to -4 to -6%).



Metals & Mining Sector: Energy Cost Impact
Oil-Linked Electricity/Fuel Costs
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Major Companies & Impact

Tata Steel (50,000 cr revenue): Current margin 10-12% EBITDA. Post-shock
compression -4 to -6%. Integrated producer with captive power (reduces oil
exposure); cost advantage vs. non-integrated peers. Acquisition of distressed
competitors possible at 0.9-1.1x FY23 revenues. Rating: NEUTRAL TO
OVERWEIGHT.

JSW Steel (35,000 cr): Margin 12-14% EBITDA. Post-shock compression -4 to -5%.
Captive power advantage (Incan Energy investments). Similar positioning to Tata
Steel. Rating: NEUTRAL. NTPC (Power generation, relevant for upstream cost
inflation): Margin compression -2 to -3% (through electricity cost increases passed
through to customers). Coal-based generation provides pricing protection.

Rating: NEUTRAL.

Aluminum Companies - Hindalco (15,000 cr): Current margin 10-12% EBITDA.
Post-shock compression -5 to -7% (high energy intensity). Limited pricing power in

commodity aluminum market. Rating: SELL (near-term margin pressure).



Non-Integrated Mining (300-2,000 cr each): High energy cost dependency; margin
compression -6 to -8%. Consolidation targets for larger integrated miners.

Acquisition multiples: 0.8-1.0x FY23 revenues.

Investment Thesis

Integrated steel/aluminum producers (captive power) maintain margins through
efficiency; overweight these players. Non-integrated mining and pure commodity
aluminum producers face margin pressure; avoid or target for distressed acquisition.
Steel demand is likely to remain steady (infrastructure investment continues);
aluminum slightly pressured (packaging, automotive demand may soften). Optimal
strategy: Overweight Tata Steel and JSW Steel (margin resilience); neutral NTPC

(stable); underweight Hindalco and non-integrated mining

13. INFRASTRUCTURE & REAL ESTATE

Sector Overview India's infrastructure and real estate sector (52,000 crores, across
construction, cement, steel-linked projects) has moderate oil exposure (3-5% of
project costs through fuel, equipment operations, and cement/steel inflation). Real
estate developers face indirect impact through: (1) construction cost inflation
(cement/steel up 5-8% due to oil-linked energy costs), (2) customer purchasing
power reduction from inflation (10-15% of buyers in oil-dependent sectors), (3)
project timelines may extend due to input cost volatility. Key players: DLF, Godrej,
Oberoi, Prestige, Kolte-Patil, NBCC, L&T; (construction arm). Typical margin profile:
10-15% (developers), 12-16% (construction). Post-shock compression: -3 to -5%

(manageable given pricing power through rent/resale price adjustments).

Company-Specific Impact

Large Developers (DLF n5,500 cr, Godrej Properties n3,200 cr, Oberoi Realty n2,800
cr): Current margin 12-15% (pre-sales model). Post-shock compression -3 to -4%.
Pricing power through off-plan sales allows pass-through of 60-70% of cost inflation

within 3-6 months. Rating: NEUTRAL (absorb costs, pass-through to customers).



Construction Companies (L&T; Construction, NBCC n1,500 cr): Current margin
8-12% EBITDA. Post-shock compression -3 to -5%. Longer contract cycles (12-36
months) limit immediate price pass-through; cost overruns in 10-15% of active

projects likely. Rating: SELL (near-term, Q3-Q4 earnings headwinds).

Mid-tier Developers (Prestige, Kolte-Patil, Emami Land n500-1,500 cr): Margin
10-12% EBITDA. Post-shock compression -4 to -6% (higher construction intensity).
Limited pricing power vs. large players. Rating: NEUTRAL (manageable with some

margin pressure).

Strategic Assessment

Real Estate Developers: NEUTRAL rating. Pricing power through pre-sales model
allows cost pass-through; customer demand in premium segment (70% of pre-sales)
is resilient despite inflation. Risk: lower-income housing sales (30% of supply) may
face demand compression due to customer purchasing power loss in oil-dependent

sectors (15-20% of target customer base).

Construction Companies: SELL recommendation (near-term). Fixed-price contracts
on active projects face margin compression; new bids likely conservative
(anticipating cost inflation). Recovery likely in 12+ months as new contracts reflect

equilibrium pricing.

Optimal Strategy: Overweight large residential developers (pricing power, pre-sales
model); neutral mid-tier; avoid construction contractors near-term (recover 12+
month horizon). Infrastructure investment (roads, railways, airports) likely to
accelerate government spending to offset oil shock impact, creating 12-18 month
tailwind for construction companies entering new contracts at post-shock equilibrium

rates.



7. WINNERS AND LOSERS ANALYSIS

Clear Winners: Upstream Energy Producers

Company Key Metrics FY27E Impact Stock Upside

ONGC 80% rev from crude | EPS %170-190 (+20-30%)
production +318-22/share

Oil India 90% rev from crude | EPS %60-75 (+20-30%)
production +38-12/share

Clear Losers: High Fuel Intensity Sectors

* Aviation (IndiGo, Air India, Spicedet): -¥800-900Cr cumulative impact | Stock

downside risk 20-35% until oil normalizes.

» Shipping & Logistics: -¥20-25B sector impact | Service providers face 8-12

month margin pressure.

* Chemicals & Petrochemicals: -¥15-20B cumulative impact | Reliance

Industries most resilient; smaller players face solvency pressure.

Defensive Winners: Export-Oriented & Low Oil Exposure
» Pharmaceuticals: INR depreciation provides net positive; demand stable;
pricing power maintained; 3-5 star analyst ratings intact.

» Textiles: INR depreciation tailwind offset 50-70% of oil cost impact; export

competitiveness improves; margin recovery post-2027.



8. OIL PRICE SCENARIO FORECAST

Scenario Analysis Framework

Three scenarios model potential oil

economic/industrial

price trajectories and corresponding

impacts. Probability weightings based on geopolitical risk

assessment, OPEC+ production capacity, and demand rebalancing dynamics.

SCENARIO A: RAPID RECOVERY (30% probability)

Parameter

Oil Price Target

Assumption

$85-90/bbl

Timeline

May-Jun 2026

Industry Impact

Rapid margin recovery

Trigger Event Diplomatic resolution + | 4-6 week | IndiGo margin back to 7-8%
OPEC+ production | resolution
increase
Recovery 4-6 months | Jun-Dec 2026 | Contained systemic impact
Timeline post-stabilization

Systemic Risk

LOW - Limited spillover

N/A

Credit markets unaffected

SCENARIO B: GRADUAL MODERATION (50% probability - BASE CASE)

« Qil price trajectory: $100-105/bbl average through Jun-Aug 2026, moderating
to $95-100/bbl by Sep-Oct 2026.

* Peak margin compression: May-June 2026 when prices peak; gradual

recovery through Sep-Oct as oil normalizes and pricing adjustments flow

through supply chains.

* Cumulative economic impact: ¥2.4-2.8 ftrillion (vs. ¥3.1-3.7T under downside

scenario).

* RBI policy response: 50-75 bps rate increase likely by May-June 2026 as

inflation expectations rise.

» Equity market implication: ONGC/Qil India upside realizes +20-25%; aviation

sector downside caps at -20% before stabilizing.




SCENARIO C: EXTENDED DISRUPTION (20% probability - DOWNSIDE)

« Oil price range: $120-130/bbl through Jul-Sep 2026 due to sustained
geopolitical tensions; slow moderation to $110/bbl by year-end.

* Industry stress: SpicelJet faces solvency crisis; mid-size fertilizer & chemical

companies seek debt restructuring; banking sector NPA escalation begins.
» Cumulative economic impact: ¥3.5-3.7 trillion (maximum impact scenario).

» Systemic risk: Credit rating downgrades across vulnerable sectors; potential

need for government intervention in aviation/fertilizer sectors.

* RBI policy response: 75-100 bps rate hikes likely, pushing repo rate to
7.25-7.50%, meaningfully constraining growth.

9. STRATEGIC RECOMMENDATIONS FOR
BUSINESSES

Immediate Actions (Days 1-30)

Cost Management & Working Capital

« Airlines: Implement dynamic hedging programs locking fuel at $105-115/bbl for
3-6 month forward requirements; adjust fuel surcharges to 75%+ of cost

increases.

» Chemicals/Fertilizers: Secure multi-year feedstock contracts at current pricing
with suppliers; accelerate pricing adjustments to customers pre-emptively.

» Logistics: Execute volume commitments with fuel suppliers to lock freight
rates; shift modal preferences toward rail logistics (20-30% fuel efficiency
gain).

* Manufacturing: Defer discretionary capex; focus payroll optimization and

vendor term renegotiation to generate immediate 3-5% cost reduction.



Balance Sheet Protection

* Preserve liquidity: Halt share buybacks and non-critical dividend distributions;
maintain 6-12 month operational expense coverage in cash.

* Debt management: Proactively contact lenders to request covenant relief
(interest coverage, leverage ratios) before covenant violations trigger
technical defaults.

* Receivables acceleration: Implement aggressive customer collection
programs; offer 2-3% discounts for early payment to convert receivables to

cash faster.

Medium-Term Actions (30-90 days)

Revenue & Margin Protection
* Pricing strategy: Implement targeted 3-7% price increases for
non-discretionary products with inelastic demand (pharma, essential
chemicals).
* Product mix optimization: Shift portfolio toward higher-margin SKUs; exit

lowest-margin customer segments to improve blended profitability.

» Geographic rationalization: Rationalize geographies with highest logistics

costs; concentrate sales efforts on nearest-source markets.

Operational Efficiency Investments
» Energy efficiency capex: Pursue investments with 2-3 year ROI payback (LED
lighting, HVAC optimization, process automation); offset capex from deferred
growth projects.
» Supply chain restructuring: Reduce West Asia dependency; develop backup

suppliers in CIS/African regions with 60-90 day transition plans.

» Workforce optimization: Implement temporary productivity improvements (3-5
months) through process reengineering before triggering permanent

workforce adjustments.



10. ENERGY TRANSITION OUTLOOK

Long-Term Structural Opportunity

This oil shock accelerates India's energy transition timeline by 3-5 years. Current
crisis creates strategic urgency for businesses to invest in renewable energy
integration, sustainable alternatives, and energy efficiency—investments that would

appear discretionary in normal times.

Renewable Energy Economics Improvement

» Solar capex ROI: Solar tariffs at ¥2.20-2.40/kWh now economically justify
capex replacement for high-load industrial facilities; payback periods
declining to 5-7 years.

» Wind power addition: India targeting 8-12 GW annual wind addition through
2030; cost reductions continuing (50% decline since 2015), making corporate
PPAs economically attractive.

* First-mover advantage: Companies implementing renewable energy transition
early (2026-2027) can capture 2-3% margin advantage post-2027 when

oil-dependent competitors face transition pressure.

Sustainable Aviation Fuels (SAF)

* SAF economics: SAF cost premium vs. Jet A1 declining from current 40-50%
to 20-30% by 2030 as production scales.

* Regulatory tailwinds: EU ETS likely extends to Indian carriers by 2027-28;
SAF adoption becomes regulatory necessity, creating first-mover advantage

for early adopters.

Implications for Business Strategy

* Immediate: Companies should begin renewable energy procurement RFQs
and site assessments for wind/solar integration.

» 2-3 year horizon: Execute renewable energy PPAs; target 30-40% of energy
consumption from renewables by 2029.

* 5+ year horizon: Full supply chain decarbonization; position company as

low-carbon producer to capture sustainability premium in B2B sales.



11. STRATEGIC CONCLUSIONS

Six-Month Crude Oil Price Outlook (Strategic Analysis)

The global crude oil market is entering a high-volatility phase driven by geopolitical
risks, supply discipline from producers, and resilient global demand. Based on the
analysis in your report and current macro-energy dynamics, crude oil prices are
expected to remain structurally elevated over the next six months, though the
magnitude of the spike will depend heavily on geopolitical developments and supply

responses from major producers.

Current Market Position

As of early 2026, crude prices surged sharply from roughly $70-75 per barrel at the
beginning of the year to around $110-120 per barrel, representing one of the
fastest price increases in recent years. This spike has been triggered primarily by
geopolitical tensions in key oil-producing regions, shipping risks in strategic
maritime routes, and speculative positioning by commodity funds anticipating supply

disruptions.

The current price level is above the long-term equilibrium range of $75-90 per
barrel, indicating that part of the surge includes a risk premium rather than purely

supply-demand fundamentals.

Key Drivers for the Next Six Months

1. Geopolitical Supply Risk

Nearly 30% of global oil supply originates from the Middle East, making the
market extremely sensitive to disruptions in the region. Any escalation affecting
export routes or production facilities can keep prices above $110 per barrel in the

near term.

Even without major disruptions, the perceived risk premium alone could add

$10-20 per barrel to global benchmark prices.



2. OPEC+ Supply Strategy

The production strategy of major producers, particularly OPEC+, will play a decisive

role.

If producers increase output to stabilize the market, prices could gradually ease
toward $95-105 per barrel. However, if production discipline continues to protect

revenues, supply tightness may persist.
3. Global Demand Resilience

Despite higher prices, global demand has shown limited elasticity, particularly in
transportation and industrial sectors. Consumption in large economies such as

China, India, and the United States continues to remain robust.

Because energy demand in these sectors is relatively inelastic, price spikes typically

take several months before demand destruction occurs.
4. Shipping & Trade Route Risks

A large share of global oil shipments moves through critical choke points such as the
Strait of Hormuz. Any disruption to shipping insurance, naval activity, or tanker

logistics can temporarily tighten supply and push prices upward.

Logistics constraints often take 60—-90 days to normalize, meaning price volatility

may persist throughout the first half of the year.

Base Case Forecast (Next Six Months)

Based on current supply, demand, and geopolitical conditions, the most likely

scenario is gradual moderation rather than an immediate collapse in prices.

Period Expected Oil Price Range



Next 1-2 Months $110 - %120

3—4 Months $100 - $110

5-6 Months $95 — $105

This trajectory assumes:

e Partial supply normalization

e Stabilization of geopolitical tensions

e Moderate production adjustments by OPEC+

Downside and Upside Scenarios

Rapid Stabilization Scenario
If diplomatic resolutions reduce geopolitical risk and producers increase supply:
Oil could fall to $85-95 per barrel within six months.

This would significantly reduce inflation pressure and ease costs for energy-intensive

industries.

Extended Disruption Scenario
If geopolitical tensions escalate or shipping routes face sustained disruption:
Oil could remain in the $115-130 range for most of the next six months.

This scenario would amplify cost pressures across aviation, logistics,

petrochemicals, plastics, and manufacturing sectors.



Strategic Implications for Businesses

For industrial sectors highly exposed to crude oil, the next 60-90 days represent
the most critical decision window. Companies that hedge fuel costs, renegotiate
supplier contracts, and optimize energy consumption early will be significantly better

positioned to manage margin pressures.

If prices remain above $100 per barrel, the impact will extend beyond energy
markets into inflation, interest rates, currency stability, and corporate
profitability, making crude oil one of the most influential macroeconomic variables

over the coming months.

The 3.7 trillion oil shock represents the most significant industrial profitability
disrupter for India in two decades. However, the shock is acute, not permanent.
Recovery is achievable within 8-14 months under base case scenario (50%
probability), with downside to 20+ months only under sustained geopolitical

disruption (20% probability).
For Business Leaders:

+ Execute immediate cost management playbooks: hedging, pricing, working
capital optimization. Businesses that delay decisive action face cumulative

3-6 month margin erosion.

+ Assume a 10-14 month margin pressure cycle. Prioritize balance sheet

management and cash preservation over growth targets through Q3 FY27.

» Use the crisis as a strategic catalyst for energy transition investments.
First-mover advantage in renewable energy integration worth 2-3% margin

upside post-2027.

For Investors:
- @ STRONG BUY: Upstream energy producers (ONGC, Oil India) | 20-30%
upside to FY27 valuations | Hold through oil normalization.

- @ TACTICAL SELL: Aviation sector (IndiGo, Air India, SpiceJet) | Recovery
only after $90-95/bbl stabilization | Downside risk 20-35%.

. ACCUMULATE: Defensive sectors (Pharma, Textiles) | Export-oriented

beneficiaries of INR depreciation | Value opportunity on a 12-month basis.



For Policy Makers:

* Monitor inflation expectations carefully; RBI faces tradeoff between inflation

control (rate hikes) and growth support amid external shock.

» Consider targeted support for existentially vulnerable sectors (aviation, smaller

fertilizer producers) if oil persists >$110/bbl beyond 6 months.

* Accelerate renewable energy policy implementation; create incentive
structures for corporate PPAs and distributed energy infrastructure

investment.

This oil shock is multi-year. OPEC+ supply management, geopolitical risks, and
energy transition dynamics will sustain elevated prices. Companies with optionality
are already moving. Those without face margin compression and balance sheet
stress forcing distressed M&A.; The opportunity window is 60-90 days. Decisive
companies lock in hedges, reset pricing, and reposition portfolios. Companies that
wait face 18-month headwinds with limited mitigation. For investors: Selective
positioning around export-focused companies and distressed consolidation
opportunities will generate alpha. Passive exposure to oil-sensitive sectors will

destroy value over 12-18 months.
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