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Elevated crude prices weaken marketing margins of OMCs: ICRA

e With domestic retail prices remaining unchanged, OMCs’ marketing margins were estimated
at negative Rs. 8/litre on petrol and negative Rs. 9/litre on diesel currently
e Domestic LPG under-recoveries stood at around Rs. 300 per cylinder in September 2026

Rating agency ICRA estimated the marketing margins of OMCs at negative Rs. 8/litre on petrol and
negative Rs. 9/litre on diesel, and the domestic LPG under-recoveries at around Rs. 300 per cylinder
in September 2026. This follows from the recent spike in crude oil prices amidst domestic retail prices
of the downstream fuels remaining unchanged.

Commenting on the sector outlook, Prashant Vasisht, Senior Vice-President and Co-Group Head,
Corporate Sector Ratings, ICRA said: “The escalation of the West Asian conflict and disruptions to key
oil supply routes have led to a spike in crude prices in recent weeks, resulting in sizeable marketing
losses and LPG under-recoveries for oil marketing companies (OMCs). With domestic retail prices
remaining unchanged so far, the marketing margins of OMCs were estimated at negative Rs. 8/litre
on petrol and negative Rs. 9/litre on diesel, while domestic LPG under-recoveries stood at around Rs.
300 per cylinder in September 2026. At these levels, the daily loss to the OMCs is estimated at Rs. 530
crore.”

Crude oil prices have increased sharply in recent weeks amid escalating geopolitical tensions and
supply disruptions in West Asia. The surge was driven by renewed US-Iran conflict, the shutdown of
Saudi Arabia's East-West pipeline and heightened Houthi activities in the Red Sea. The Indian crude
basket rose to $117.4/barrel (bbl) as on September 21, 2026 from the 2025-26 average of around
$66/bbl.

“Elevated crude prices and unchanged domestic fuel prices would put pressure on profitability and cash

flows of OMCs. The same would also elevate their short-term borrowings for increased working capital
requirements. The impact on OMCs’ earnings in 2026-27 will depend on crude prices, product cracks,
retail price revisions and government support for LPG under-recoveries.” VVasisht added.

Exhibit: Domestic net realisation and international price* trend for petrol (Rs./litre)
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Source: Refinitiv, Petroleum Panning & Analysis Cell, International prices based on Motor Gasoline Unleaded 92 Singapore
FOB; Note: September data till September 15, 2026; *International prices adjusted to SAED from March 2026

Exhibit: Domestic net realisation and international price* trend for diesel (Rs./litre)
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Source: Refinitiv, Petroleum Panning & Analysis Cell, International prices based on Asia Gasoil 500ppm FOB Singapore; Note:
September data till September 15, 2026; *International prices adjusted to SAED from March 2026

The cumulative negative LPG buffer increased sharply to Rs. 61,940 crore as on June 30, 2026, as the
rise in international LPG prices following the West Asian supply disruptions was not fully passed on to
consumers. The estimated loss per domestic cylinder stood at ~Rs. 500 in Q1 2026-27 and remained
at around Rs.300 in September 2026. LPG under-recoveries are likely to rise further if elevated
international prices persist without a commensurate increase in domestic selling prices or additional
Government compensation.

Singapore gross refining margins (GRM) have remained above $10/bbl since the start of the West Asia
crisis, supported by refinery and product supply disruptions, inventory drawdowns and outages across
West Asian refining capacity. Additional supply shortages arising from damage to Russian refineries
further tightened product markets, supporting elevated refining margins.

As product prices increased, export levies in the form of the Special Additional Excise Duty (SAED) on
diesel and aviation turbine fuel (ATF) were introduced from March 27, 2026, and subsequently
extended to petrol. For domestic supplies, SAED is adjusted in the refinery transfer price, reducing the
effective product cost for marketing divisions of OMCs. The SAED on these fuels has remained high at
Rs. 20/litre on diesel and Rs. 15/litre on ATF since September 16, 2026, reflecting the strong cracks for
these fuels.

Click here to read our previous release.
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All information contained herein has been obtained by ICRA from sources believed by it to be accurate and reliable.
Although reasonable care has been taken to ensure that the information herein is true, such information is provided 'as
is' without any warranty of any kind, and ICRA in particular, makes no representation or warranty, express or implied, as
to the accuracy, timeliness or completeness of any such information. Also, ICRA or any of its group companies, while
publishing or otherwise disseminating other reports may have presented data, analyses and/or opinions that may be
inconsistent with the data, analyses and/or opinions presented in this publication. All information contained herein
must be construed solely as statements of opinion, and ICRA shall not be liable for any losses incurred by users from any
use of this publication or its contents.

Disclaimer:

This Press Release is being transmitted to you for the sole purpose of dissemination through your
newspaper/magazine/agency. The Press Release may be used by you in full or in part without changing the meaning or
context thereof, but with due credit to ICRA Limited. However, ICRA Limited alone has the sole right of distribution of its
Press Releases for consideration or otherwise through any media including, but not limited to, websites and portals.

About ICRA Limited:

ICRA Limited was set up in 1991 by leading financial/investment institutions, commercial banks and financial services
companies as an independent and professional investment Information and Credit Rating Agency. Today, ICRA and its
subsidiaries together form the ICRA Group of Companies (Group ICRA). ICRA is a Public Limited Company, with its shares
listed on the Bombay Stock Exchange and the National Stock Exchange. The international Credit Rating Agency Moody’s
Investors Service is ICRA’s largest shareholder.

Click on the icon to visit our social media profiles.
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