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All Eyes On India

Will the South Asian giant be a new growth engine for tankers?

Earlier this week, the IEA published a detailed report on the
Indian oil market and its outlook to 2030. In the report the
agency highlighted the country’s economic expansion and
population growth. In combination with rapid urbanization and
growth in industrialization, this will make India the largest
source of oil demand growth in the world this decade, according
to the IEA, narrowly beating out China. Changes in India’s
refining and petrochemical industry will change the country’s
crude oil and refined product balances over this period. In this
week’s Tanker Opinion, we will take a look at the implications
of all these changes for the crude oil and product tanker market.

To put things into perspective, India is currently the world’s
third largest oil importer and consumer (behind China and the
United States). The IEA forecasts that India’s oil demand will
grow 1.2 million barrels per day (Mb/d) between 2023 and
2030, reaching 6.6 Mb/d. India’s growth will account for more
than one-third of total global oil demand growth during that
period. Unlike oil demand growth in other parts of the world,
which is predominantly geared towards petrochemical
feedstocks, India’s growth is more spread among different
product categories. The fastest growing products are naphtha
and jet fuel, but, in volume terms, diesel is the key driver of
India’s oil demand growth. Gasoline demand will grow less,
based on the assumption that vehicle electrification will
increase due to the uptake of EV’s and gains in fuel efficiency.

India already has a large and sophisticated refining industry,
currently assessed at 5.8 Mb/d and the IEA expects this to
expand by 1 Mb/d by the end of the decade. The largest and
most modern facilities are owned by the private sector.
Reliance Industries’ Jamnagar refining complex has a total
capacity of 1.48 Mb/d, while Nayara Energy’s Vadinar refinery
has a nameplate capacity of 410 Kb/d. The private sector
refineries have not announced significant expansion plans over
the next five year. The anticipated growth in refining capacity
will be dominated by the public sector. Indian Oil Company,
Bharat Petroleum Corp. and HPCL are all planning to increase
capacity.

While this expansion is targeted towards satisfying increased
domestic demand, India will remain a major product exporter.
Since 2017, India has consistently exported 1.2 — 1.3 Mb/d of
products and this is unlikely to change going forward. Chances
are that more product will become available for export as new
refining capacity comes on stream and demand takes some time
catching up. This should benefit all product carrier segments,
including LR1s and LR2s (see chart 1). Following Europe’s
embargo on Russian oil imports in early 2023, India has become
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a major provider of middle distillates to the EU. However, the conflict in the
Middle East has limited flows in recent months as the Suez Canal route has
become increasingly dangerous. Indian products are less competitive in Europe
if vessels have to take the long-haul route via the Cape of Good Hope, especially
with the current elevated freight rates for LR1s and LR2s, so shipments to
Europe started to decline. However, this is not expected to be a lasting
situation.

On the crude oil side of the equation, India does not produce a lot of oil
domestically. In 2023, crude oil production was about 600,000 b/d. This means
that India imports about 90% of its refinery intake. Much of its crude oil
traditionally comes from the Middle East, which is geographically close. Saudi
Arabia and Iraq continue to be key suppliers. Africa, Latin America and North
America used to be important suppliers as well, but since 2022, cheap supplies
from Russia have displaced many of these barrels. Going forward, the IEA does
not expect that India will pivot away from the heavily discounted Russian
barrels. However, for incremental demand (including adding to India’s
Strategic Petroleum Reserve), the expectation is that India will try to maintain
a diversified group of suppliers, which will include countries in the Atlantic
Basin, such as the United States, Guyana, Mexico, Brazil, and Venezuela.

Stable refined product exports and increasing crude oil imports will enhance
India’s role in the tanker market. India uses a variety of vessel sizes in both
crude oil and product tanker trades and all segments will likely benefit.

Tanker Opinions are published by the Tanker Research & Consulting department at Poten & Partners. For feedback on this opinion, to receive this via email every week, or for information on our services

and research products, please send an email to Research@poten.com. Please visit our website at www.poten.com to contact our tanker brokers.



https://www.linkedin.com/company/Poten-&-Partners
https://twitter.com/PotenPartners

