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Developments over the past week:

▪ US-Iran tensions escalated again after a month of relatively limited fighting, with both sides carrying out fresh attacks across the region. 

The renewed conflict could disrupt the recovery in oil shipments through the Strait of Hormuz. Supply concerns pushed Brent above USD 

95/b, while natural gas and diesel prices also increased.

▪ China’s oil-product exports are expected to recover further as higher crude flows through the Strait of Hormuz support refinery operations 

and ease earlier restrictions. Planned clean-product exports exceed 4 Mt in September versus ~3.5 Mt in August. Actual gasoline, jet fuel 

and gasoil shipments reached a one-year high of ~2.9 Mt in August, up from below 0.8 Mt in April and versus average monthly exports of 

~2 Mt during January–July.

▪ Diesel margins surged to record highs as renewed US-Iran tensions raised concerns over middle-distillate supply disruptions. The ICE 

gasoil crack increased by USD 6.6/b to a record USD 84.4/b, the highest since data began in 2011.

In our opinion:

▪ If the current situation persists, renewed US-Iran escalation, coupled with rising Chinese refinery throughput and stronger crude 

demand, could exert further upward pressure on oil prices. Any renewed disruption to Strait of Hormuz flows could further tighten 

physical crude availability and sustain the geopolitical risk premium.

▪ Record ICE gasoil cracks of USD 84.4/b indicate that middle-distillate supply remains particularly constrained. Despite recovering 

Chinese exports, renewed geopolitical risks could keep diesel cracks elevated, supporting refining margins for refiners with high 

diesel exposure.

▪ While higher crude prices remain a headwind for OMCs, CPCL and MRPL continue to benefit from strengthening diesel cracks, with 

diesel prices rising faster than crude, as detailed in our Refinery Thematic report. The upcoming September–November refinery 

maintenance cycle should further tighten product availability and provide additional support to refining margins. We have TP of 

INR 215/sh and INR 1,540/sh for MRPL and CPCL respectively, implying current upside of 22.7% and 9.9% respectively.

We expect Brent price to average at USD84/b for FY27 and USD86/b for the current quarter (July-Sept 2026).

Crude Compass: Geopolitical Risk Returns as Chinese Refinery 

Runs Rise
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Ex:1 ICE Gasoil Crack Continues to Stay Elevated
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Ex:2 Total Tanker Movement through Bab el-Mandeb

Source: Bloomberg, Choice Institutional Equities

Ex:3 Total Tanker Movement through Strait of Hormuz

Source: Bloomberg, Choice Institutional Equities
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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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• “CEBPL”, its Research Analyst(s), their associates and relatives may have any financial interest in the subject company covered in this Research Report.
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the last day of the month immediately preceding the date of publication of this Research Report.

• “CEBPL”, its Research Analyst(s), their associates and relatives may have any other material conflict of interest at the time of publication of this Research Report.

Disclosure on Receipt of Compensation:
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banking or brokerage services.

• “CEBPL” or its associates have not received any compensation or other benefits from the subject company or any third party in connection with the preparation or publication of this 

Research Report.

•  Research Analyst may have served as an officer, director or employee of the subject company covered in this Research Report.

• “CEBPL” and Research analyst may engage in market-making activity in the securities of the subject company.

Details of Associates of CEBPL and Brief History of Disciplinary action by regulatory authorities are available on our website i.e. www. https://choiceindia.com/research-
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Copyright:

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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