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Introduction

The Indian government's recent suite of policy announcements
represents a calculated and multi-pronged strategic pivot,
fundamentally realigning the nation's energy trajectory. This is not
merely a regulatory adjustment but a profound structural shift aimed
at accelerating the energy transition while ensuring domestic
economic stability. By simultaneously imposing significant fiscal
disincentives on fossil fuel exports and mandating electric vehicle (EV)
adoption, policymakers are sending a clear signal: the future is
electric, and the hydrocarbon era must be managed for a controlled,
strategic exit. This article delves deep into the mechanics,
implications, and novel insights surrounding these changes, exploring
how they are set to reshape corporate profitability, market sentiment,
and the broader investment landscape.
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The Fiscal Hammer: Decoding the Windfall
Tax Overhaul

At the heart of the government's intervention in the oil sector is a
dramatic recalibration of export levies, a move designed to address
both fiscal and supply-side concerns in a volatile global market.

The Specifics of the Tax Hike

The Finance Ministry's notification on April 11th enacted immediate
and substantial increases:

e The windfall tax on export-bound diesel surged by over 158%, from
321.5 to ¥55.5 per litre.

e The levy on Aviation Turbine Fuel (ATF) was raised from ¥29.5 to ¥42
per litre, a hike of ¥12.5 per litre.

e Petrol exports continue to attract a zero-export duty, a nuanced
decision likely reflecting its different demand dynamics and refining
margins.

Beyond the headline windfall tax, the government also increased the
Special Additional Excise Duty (SAED) on high-speed diesel to ¥24 per
litre and the Road and Infrastructure Cess (RIC) to ¥36 per litre. This
layered approach serves a dual purpose: curbing excessive
profiteering from the arbitrage between controlled domestic prices
and higher international benchmarks, while directly channelling funds
into the National Infrastructure Pipeline
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Impact Analysis: The Ripple Effects on
Oil Exporters and Beyond

The immediate brunt of these changes will be borne by oil exporting
companies, but the ripple effects will travel across the economy.

Direct Impact on Refiners' Profitability

The margin compression for exporters is mathematically stark. For
diesel, the pre-tax export parity price (the international price minus
freight and insurance) now faces a deduction of ¥55.5 per litre before
calculating profitability. This will significantly erode the Gross Refining
Margin (GRM), a key profitability metric for companies like:

* Reliance Industries Ltd. (RIL): Operates the world's largest refining
complex at Jamnagar, with a significant export orientation.
Analysts estimate that a $1 per barrel change in GRM impacts RIL's
annual EBITDA by approximately $500-600 million.

* Nayara Energy: Similarly export-focused, it will face direct margin
pressure.

e Public Sector Oil Marketing Companies (OMCs - IOCL, BPCL,
HPCL): While they control ~90% of the retail market and are
primarily importers for domestic needs, they also engage in export
arbitrage. Their marketing margins may see some relief as the
policy could narrow the price gap between them and private
refiners for domestic sourcing.

ACHINTYA 3



Secondary and Tertiary Sectoral Impacts

e Aviation Industry: With ATF constituting 30-40% of an Indian

airline's operating costs, the increased tax will directly elevate
input costs. While airlines may not implement an immediate sharp
fare hike to avoid demand destruction, the era of deep-discount
pricing, especially from budget carriers, is likely nearing its end.
Gradual fare increases over the next 2-3 quarters are a near
certainty.

Logistics and Transportation: The diesel tax hike increases costs
for the entire road freight ecosystem. This may contribute to
inflationary pressures in goods transportation, with a potential
0.1-0.3% impact on wholesale price inflation (WPI) in the short
term, depending on pass-through rates.

Government Finances: The increased RIC directly funds
infrastructure. This creates a potential positive feedback loop:
higher infrastructure spending improves logistics efficiency, which
can, over time, partially offset higher transport costs.
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The Demand Pull: Delhi's EV Policy as a
National Blueprint

Concurrent with the push factors on fossil fuels, the Delhi

government's draft EV policy introduces a powerful, mandate-driven
pull factor for electric mobility.

From Incentives to Imperatives

The policy marks a paradigm shift from encouragement to
enforcement:

e Mandatory Registration of new electric three-wheelers from January
2027.

e Mandatory Registration of new electric two-wheelers from April
2028.

This removes uncertainty for manufacturers and creates a guaranteed,
time-bound market in the national capital region—a critical automotive
hub. It signals to other states that a firm regulatory timeline is a viable
policy tool, potentially catalysing a domino effect.

Capacity, Supply Chains, and Market Reorganization

For EV manufacturers, this is a clarion call to scale. Companies in focus
include:

» Two-Wheeler Leaders: Ola Electric (currently holding ~40% market
share in e2Ws), Ather Energy, TVS Motor (with its strong iQube
series), Bajaj Auto, and Hero MotoCorp (which is aggressively
expanding its Vida portfolio).

 Three-Wheeler Players: Mahindra Electric, Piaggio, and Bajaj Auto
dominate this space, which is often considered the "low-hanging

fruit" for electrification due to predictable routes and high
utilization.
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The mandate will force massive investments in:

1.Gigafactories for Batteries: To avoid import dependency, local cell
manufacturing under the PLI scheme will need to accelerate.
Current projections suggest India's annual battery manufacturing
capacity could reach 150-200 GWh by 2030, up from negligible
levels today.

2.Component Ecosystems: Demand for motors, controllers, and
power electronics will surge, benefiting ancillary suppliers.

3..Charging Infrastructure: Delhi's policy mandates a dense charging
network. This opens opportunities for utilities (Tata Power, BSES),
specialized charging companies, and oil marketing companies
diversifying into energy retail.

A Critical Numerical Perspective: The Society of Indian Automobile
Manufacturers (SIAM) estimates that for India to meet its EV
penetration targets, the industry will require a cumulative investment
of over ¥1.5 lakh crore ($18 billion) in manufacturing and infrastructure
by 2030. Policies like Delhi's de-risk a portion of this investment,
making capital allocation decisions easier for corporations.
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Synthesis for Investors: Navigating the
Transition Volatility

These parallel policies create a complex but navigable investment
thesis centred on transition and rebalancing.

Sectoral Implications:

Sector/Company

Type

Short-Term Impact
(1-12 months)

Long-Term
Strategic
Shift (3-5 years)

Key Metrics to
Watch

Oil Exporters
(RIL, Nayara)

Negative.
Compressed GRMs,
lower export
volumes, potential
stock price pressure.
EBITDA may decline
by 5-15% depending
on export mix.

Neutral/Positive.
Pivot to
petrochemicals,
green energy
(hydrogen, solar).
Diversification
reduces policy
risk.

Gross Refining
Margin (GRM),
Petrochem
EBITDA
contribution,
Capex on New
Energy.

Oil Marketing
Cos. (IOCL,
BPCL, HPCL)

Neutral/Positive.
Reduced
competition for
domestic supply may
stabilize marketing
margins. Higher RIC
funds infrastructure
they build.

Transition
Challenge. Must
evolve from fuel
retailers
comprehensive
energy
providers (EV
charging,
biofuels).

Marketing Margin,
EV Charging
Stations
Deployed, Debt
Levels.
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Sector/Company

Short-Term Impact

Type (1-12 months)

Long-Term
Strategic
Shift (3-5 years)

Key Metrics to
Watch

Positive Sentiment.
Policy certainty
boosts valuation
multiples. Demand
visibility improves.

EV
Manufacturers

Highly Positive.
Guaranteed
demand scales
production,
drives down
costs (learning
curve). Market
share battles

Monthly EV Sales
Volume, Market
Share %, EBITDA
per Vehicle, R&D
Spend.

Auto Ancillaries o
growth. Traditional ICE

part makers face
secular decline.

significant capex
to transition
product lines.

intensify.
Differentiated. .
Cgmpanies aligned_ ztrateglcd Order Book from
with EV supply chain rossroads. EV OEMs, Capex
(batteries, motors) see | Requires

on New Lines,
R&D as % of
Sales.

Negative. Higher ATF
costs pressure
already thin margins.
Fare hikes may
moderate demand
growth.

Airlines

Neutral.
Transition to
sustainable
aviation fuel
(SAF) is long-
dated.
Efficiency gains
are key

Cost per Available
Seat Kilometre
(CASK), Fuel Cost
as % of Revenue,
Debt.
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The Road Ahead: Balancing Transition
with Stability

The government's approach is not a knee-jerk reaction but a
calibrated attempt to steer a massive, complex economy through a
global energy transition. The windfall tax ensures that domestic
stability is not sacrificed for export profits, while the EV mandates
create a tangible pathway for a cleaner future.

What to Expect Next:

* More States to Follow Delhi's Lead: Gujarat, Maharashtra, and
Karnataka, with their large automotive bases, may announce
similar phased mandates.

» Consolidation in the EV Space: As volumes grow, smaller, less-
capitalized EV startups may be acquired by larger traditional OEMs
or fade away, leading to a more concentrated market.

» Refinery Reconfiguration: Long-term, we may see some refinery
capacity repurposed for biofuel or chemical production if export
disincentives become permanent.

* Green Hydrogen Integration: The ultimate destination for
renewable energy in mobility (for heavy transport) and industry.
Policies are likely to emerge linking EV growth with green hydrogen
production incentives.

In conclusion, India's energy policy shift is a bold, two-handed
strategy: one hand gently but firmly closing the valve on the fossil fuel
export economy, while the other hand actively wires the sockets for
an electric future. For investors and corporations alike, agility and
strategic foresight in navigating this dual reality will separate the
winners from the also-rans in the coming decade. The message is
unequivocal—the energy landscape is being redrawn, and alignment
with this new map is no longer optional.
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