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Oil prices are spiking, rush past $60 mark; see what it
means for India in a glance
By: The Financial Express | Published: November 18, 2017 4:38 AM

Global crude prices have shot past $60 per barrel,

the highest since 2015, as Russia and OPEC members

have agreed to cut production of 1.8 million barrels

Global crude prices have shot past per barrel, the highest since 2015, as Russia and OPEC members have
agreed to cut production of 1.8 million barrels per day through 2018. (Reuters)
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per day through 2018. Crude prices have been

moving up since June 2017 because of geopolitical

tensions between OPEC countries and disruption in

production caused by cyclones in the US. India is the

world’s third-largest consumer of crude oil and imports around 80% of its oil demand—

4.2 million barrels a day. With domestic production remaining stagnant, a dollar

increase in crude prices will increase India’s oil import bill by $1.6 billion annually.

Given that trade deficit has been widening—$74 billion for the first six months

compared with $43 billion last year—the balance of payments would come under

pressure. Higher crude prices will also increase under-recoveries in LPG and kerosene.

Rising oil prices will push inflation. In terms of consumer price inflation, a lot depends

on how prices react at the retail level as petrol, diesel and LPG together share a weight of

2.4% and transport based on such fuel at 1.9%.
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So, full transmission of 10% increase in fuel prices can increase final price by 8% and

CPI inflation by up to 0.35%, according to CARE Ratings. In terms of Wholesale Price

Index (WPI), crude and its products have a weight of 10.4% in the index.
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