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Developments over the past week:

▪ Hormuz Tensions Escalate: Geopolitical tensions intensified this week as the US resumed military strikes on Iran and reinstated its 

blockade of Iranian shipping, following the collapse of the interim peace agreement. Iran reiterated that the Strait of Hormuz would remain 

closed until its demands are met, while the International Maritime Organization warned that the waterway remains unsafe for commercial 

navigation. The renewed uncertainty pushed Brent crude above USD85/b, reflecting a higher geopolitical risk premium

▪ IEA Warns of Rising Global Energy Risks: The International Energy Agency (IEA) cautioned that prolonged disruptions in the Strait of 

Hormuz could pose a significant risk to the global economy if normal shipping is not restored within weeks. The agency highlighted that 

while developed Asian economies would face supply challenges, import-dependent nations such as India, Pakistan and Bangladesh 

remain particularly vulnerable to sustained disruptions in oil and gas flows

▪ Russian Refining Disruptions Tighten Diesel Markets: Ukraine's continued attacks on Russian refineries have reduced Russia's crude 

processing to its lowest level since 2005, prompting Moscow to ban exports of gasoline, jet fuel and diesel. The resulting decline in 

Russian product exports has tightened global diesel balances, driving refining margins and gasoil cracks sharply higher as importers 

increasingly compete for replacement supplies from the US, India and the Middle East.

In our opinion:

▪ The renewed disruption in the Strait of Hormuz has emerged at a time when global inventories have already been significantly depleted 

following several weeks of supply deficits. With inventory buffers considerably lower than during the first disruption, any prolonged 

restrictions on crude and product flows could trigger a sharper price response than previously witnessed as consumers increasingly 

compete for a shrinking pool of available barrels. We estimate there is an apparent demand of 900 million barrels for calendar year 

2026 which bakes in disruptions in Strait of Hormuz and interim ceasefire

▪ Diesel balances continue to tighten as Russian refining disruptions coincide with Middle East supply risks. We expect elevated diesel 

cracks to persist, providing a meaningful earnings tailwind for MRPL and CPCL given their diesel-heavy product slate

▪ Provided the flows through Strait of Hormuz were materially higher during second half of June as compared to our previous 

assumption wherein we estimated that flows would take at least 3 month to normalize, we now believe that replenishment of 

flows could be much faster. Therefore, we estimate Brent price to average at USD82/b for FY27. However, we note upside risk 

to our estimate if the current blockade extends beyond 3-4 weeks

Crude Compass: Tighter Balances, Higher Risks
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Ex:1 Spread of Gasoil and Brent September Futures
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Ex:3 Total Tanker Movement through Strait of Hormuz

Source: Bloomberg, Choice Institutional Equities Source: Bloomberg, Choice Institutional Equities

Ex:2 Daily Movement through Strait of Hormuz of Crude Oil
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*Large Cap: More Than INR 20,000 Cr Market Cap
*Mid & Small Cap: Less Than INR 20,000 Cr Market Cap

CHOICE RATING DISTRIBUTION & METHODOLOGY

Large Cap*

BUY The security is expected to generate upside of 15% or more over the next 12 months

ADD The security is expected to show upside returns from 5% to less than 15% over the next 12 months

REDUCE The security is expected to show upside or downside returns by 5% to -5% over the next 12 months

SELL The security is expected to show downside of 5% or more over the next 12 months

Mid & Small Cap*

BUY The security is expected to generate upside of 20% or more over the next 12 months

ADD The security is expected to show upside returns from 5% to less than 20% over the next 12 months

REDUCE The security is expected to show upside or downside returns by 5% to -10% over the next 12 months

SELL The security is expected to show downside of 10% or more over the next 12 months

Other Ratings

NOT RATED (NR) The stock has no recommendation from the Analyst

UNDER REVIEW (UR) The stock is under review by the Analyst and rating may change

Sector View

POSITIVE (P) Fundamentals of the sector look attractive over the next 12 months

NEUTRAL (N) Fundamentals of the sector are expected to be in stasis  over the next 12 months

CAUTIOUS (C) Fundamentals of the sector are expected to be challenging over the next 12 months
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Research Report.
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• “CEBPL” and Research analyst may engage in market-making activity in the securities of the subject company.
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This research report is confidential and intended solely for the recipient. Unauthorized reproduction, distribution, or disclosure of this report, in whole or in part, in any 

form or by any means, without the prior written permission of the Company is strictly prohibited.
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Investment in securities market are subject to market risks. Read all the related documents carefully before investing. Registration granted by SEBI, and certification from 

NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors

This report (“Report”) is prepared by Choice Equity Broking Private Limited as a Research Entity (hereinafter referred as “CEBPL”) in its capacity as a SEBI-registered Research Analyst 

and is intended solely for informational and educational purposes. This Report is meant exclusively for the recipient and shall not be circulated, reproduced, or distributed, in whole or in 
part.

This Report does not take into account the specific investment objectives, financial situation, risk profile, or particular needs of any individual or class of investors and does not constitute 
a personal recommendation or investment advice. Any views, opinions, or recommendations expressed herein are based on publicly available information and internal analysis and are 
subject to change without notice.

Nothing contained in this Report shall be construed as an offer, solicitation, or inducement to buy, sell, or subscribe to any securities, derivatives, or other financial instruments, nor shall it 
be considered as investment, legal, accounting, or tax advice. Recipients are advised to conduct their own independent analysis and are encouraged to seek independent professional 

advice before making any investment or trading decisions.

The information contained in this Report has been compiled from sources believed to be reliable; however, CEBPL does not represent or warrant the accuracy, completeness, or 

reliability of such information. CEBPL, its directors, employees, or associates shall not be liable for any losses, damages, or expenses arising directly or indirectly from the use of or 
reliance upon this Report.

Investments in securities are subject to market risks. The price and value of investments and the income from them may fluctuate, and investors may incur losses. Past performance is not 
indicative of future results. Opinions expressed herein are as of the date of this Report and may differ from views expressed in other research reports due to differences in methodology, 
assumptions, or time horizons.

Disclaimers in respect of Jurisdiction:

This Report is not intended for distribution to, or use by, any person or entity who is a citizen or resident of, or located in, any jurisdiction where such distribution, publication, or use would 
be contrary to applicable laws or regulations, or would subject CEBPL to any registration or licensing requirements in such jurisdiction.

No action has been taken or will be taken by CEBPL in any jurisdiction outside India where such action would be required for distribution of this Report. Accordingly, this Report shall not be 
directly or indirectly distributed, published, or circulated in any such jurisdiction except in compliance with applicable laws and regulations.

Recipients of this Report are required to inform themselves of, and comply with, all applicable legal and regulatory restrictions at their own expense and without any liability to CEBPL. Any 
dispute arising out of or in connection with this Report shall be subject to the exclusive jurisdiction of the competent courts in Mumbai, India.

Disclaimer & Disclosure


	Slide 1
	Slide 2
	Slide 3

		2026-07-16T08:07:31+0530
	DHAVAL JAYANTBHAI POPAT




