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Article - 1 : The US ends Russia oil waiver, implications for India

The U.S. ends Russia oil waiver; implications for India

he United States’ decision to tighten
restrictions again on Russian seaborne
oil may seem like another chapter in
the sanctions battle over the Ukraine
war. But beneath the headlines lies a much larger
story — one that directly affects India and much of
the developing world.

The issue is no longer just Russia. It is whether
the global energy system can withstand
simultaneous geopolitical shocks without causing
prolonged inflation, supply insecurity and
economic instability across Asia. For over three
years, the world has attempted an unprecedented
balancing act: keeping one of the largest oil
exporters under heavy sanctions while trying to
maintain stable energy prices. That balancing act
is becoming increasingly fragile. The latest
restrictions come at a sensitive moment. Oil
markets are already unsettled by conflict in West
Asia, persistent disruptions in maritime trade
routs nd growing concerns over the Strait of
Hormuz, the world's most critical oil transit
chokepoint. In such conditions, even policy
signals from Washington can alter freight rates,
insurance premiums and crude price
expectations almost overnight.

Why India cannot ignore this development
India imports nearly 90% of its crude oil and is
the world’s third-largest importer as well as one
of the fastest-gi g energy Unlike
many developed economies, where energy
demand has plateaued, India’s energy needs will
keep rising with industrialisation, urbanisation
and expanding mobility. It is this reality that
shapes India’s energy choices.

When Russian crude began flowing into India
in large volumes after 2022, many in the West
viewed it through a geopolitical lens. India saw it
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as an economic stabiliser during a period of
extreme volatility. Russian oil helped moderate
inflationary pressures, improved refinery
economics and reduced dependence on any
single region. It provided supply fle ity at a
time of great turbulence in global energy
markets. Critics often frame the debate as
morality versus commerce. But energy-importing
countries rarely have that luxury.

For countries such as India, energy
affordability directly affects transport co:
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competitiveness and household spending. A
sustained rise in crude prices quickly spreads
through the wider economy.
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‘When sanctions meet market reality

Global oil markets are operating with little room
for psychological comfort. The world has already
seen disruptions in the Red Sea, attacks on
shipping infrastructure, growing military tensions
involving Iran, tighter tanker availability and
sharply higher war-risk insurance premiums. In
such conditions, constraining one of the world’s
largest oil suppliers inevitably unsettles markets,
even if physical supply losses remain limited at
first.

0Oil markets react not only to shortages but also
to the fear of shortages. That fear alone can drive
prices sharply higher. Ironically, this exposes a
contradiction at the heart of the western
sanctions policy.

The U.S. and Europe want to reduce Russia's
oil revenues. But they also want lower inflation,
stable fuel prices and uninterrupted global
energy flows. Increasingly, these objectives are
colliding with each other. The harder sanctions
become, the greater the risk of tightening global
supply balances. Once oil prices rise sufficiently,
Russia can continue earning substantial revenues
despite lower export volumes. In some cases,
higher global prices can partially offset the
impact of sanctions themselves. This explains
why the sanctions policy has repeatedly oscillated
between aggressive rhetoric and tactical

flexibility. Markets lly force

The temporary waivers and carve-outs of
recent years were not merely signs of policy
inconsistency; they reflected energy-market
realities. The uncomfortable truth is that the
modern global economy still runs
overwhelmingly on hydrocarbons. Despite the
rapid growth of renewables, oil remains central
to transport, aviation, petrochemicals,
agriculture and global trade logistics. The world
may speak of transition, but it still functions on
molecules.

For India, the challenge is even more complex.
The Strait of Hormuz remains a major strategic
vulnerability, carrying nearly one-fifth of global

oil trade. A large share of India’s crude oil and
LPG imports transit through these waters. Any
escalation in the region could disrupt supplies,
raise shipping costs and delay deliveries. This is
why Russian crude evolved into something larger
than a discounted barrel for Asia. It emerged asa
diversification mechanism during a period of
growing uncertainty in West Asia

The larger lesson from these developments is
that energy security itself is changing shape. In
earlier decades, countries were concerned
nly with access to physical supply. Today,
vuln s are far more © . Energy
flows can now be disrupted by shipping
restrictions, insurance controls, financial
sanctions, tanker blacklisting, payment barriers
and maritime security risks. In effect, global
energy has become deeply entangled with
financial and geopolitical architecture.

India’s long-term energy strategy

This changing landscape has major implications
for India’s long-term strategy. India cannot rely
indefinitely on opportunistic crude sourcing
during crises. The country needs a broader and
more resilient energy framework. That means
expanding strategic petroleum reserves,
diversifying crude sourcing regions,

str c e improving
refining flexibility, accelerating gas infrastructure,
expanding alternative energy pathways and
reducing dependence on vulnerable maritime
chokepoints. At the same time, India will need to
preserve strategic autonomy in energy
decision-making.

The emerging global order is becoming
increasingly fragmented. Energy trade is no
longer governed purely by economic
increasingly shaped by sanctions regimes,
strategic rivalries and competing geopolitical
blocs. For major importing countries, ssive
dependence on any single geopolitical camp
carries long-term risks. India’s approach
therefore reflects not neutrality, but realism.

The years ahead are likely to witness repeated
tensions between geopolitical objectives and
energy-market stability. The world is entering an
era in which sanctions, wars, maritime insecurity
and supply-chain disruptions may become
recurring features rather than temporary
exceptions. That makes resilience more
important than ideology. In the end, energy
systems obey physical realities, not political
slogans. Tankers must still move. Refineries must
still operate. Economies must still function
Nations that fail to build diversified and resilient
energy systems may discover that, in the 2ist
century, ec C$ ignty inc
depends on the ability to na
and unstable energy world.
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Analytical Crux
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Article - 2: The rupee problem this time is different. The solution must be too

The rupee problem this timeis
different. The solution mustbe, too

HREE MONTHS into the West

Asia conflict, India has done

welltoavoid widespread energy

shortages. Further, the burden-

sharing of higher energy prices
between the public and private sectors has
begun. Retail prices are being raised. but will
need to be increased further to elicit the
necessary behavioural response from house-
holdsand fims.

Instead, the key pressure point remains
the balance of payments (BoP) and the
rupee. But there are two unique elements
thistime.

First, pressures have long pre-dated the
West Asia conflict. For the first time in dec-
ades, the BoP has been in deficit fortwo con-
secutive years, and we are on course for a
third successive deficit. Thissuggestsa more
chronicunderlying phenomenonthat needs
tobeaddressed.
econd, pressures are emanating from
the capital account, not the current account.
In past episodes, there was a prototypical
evolution: The current account deficit (CAD)
ned and became more dependent on
fi capital inflows to finance it, which ul-
timately dried up. This put pressure on the
rupee and necessitated compressing the
CAD. Thisepisodeisverydifferent. The cur-
rent account deficit has remained very be-
nign—averaging lessthan 1 percent of GDP
over the last three years. Instead, pressures
have been driven squarely by the capital ac-
count. Capital inflows —which usedtoaver-
age 2.5 per cent of GDP pre-pandemic —
have consistently slowed since 2023, com-
pletely dried up in 2025 and have exerted
pressure on the rupee.

Making the analytical distinction be-
tween the capital and current account asthe
source of pressures is crucial to formulating
the right respon:

Intumn, acollapse in FDIis atthe heartof
the capital flow with net FDIL which
usedtoaverage LS| nt, completelydry-
ing up since 2024. What's driving this? Be-
tween 2010 and 2025, India’s net FDI has
been strongly correlated with US 10-year
treasuries— aproxy for global financial con-
ditions. When yields are low, India ten
getagushof FDI: whenyields have hardened
—asinthe lasttwoyears —net FDL hascom-
pletely dried up. Recall. FDI istypically gov-
emed by both (global) “push” and (country-
specific) “pull-factors.” India’s FDI has
largely been governed by push factors since
2010. The last time it was driven by India-
ific pull-factors was in 2005-10 whena
1g corporate capex cycle catalysed FDL
In contrast, Vietnam has consistently been
abletoattract above 4 percent of GDPin FDI
irrespective of global financial conditions.

‘Why does this matter? Because global fi-
nancial conditions are likelytoremaintight.
Sticky inflation and a precarious fiscal situ-
ation are likely to keep US yields elevated.
Meanwhile, India’s CAD ison coursetomore
than double because of the West Asia con-
flict. Even if the Strait of Hormuz opensim-
mediately. it isestimated crude prices will re-
main in triple digits all year as supply takes
awhileto normalise while demand remains
strong to replenish inventories. If so, this
would translate into India’s CAD
widening close to $100 billion this
fiscal. The combination of highe
bondyieldsand highercrude pr
risksa pincer-likeeffectonthe BoP.

The genesis of the problem,
however, is a sustained slowing of
capital flows, amplified only
cently by the terms-of-trade shock
from higher energy prices. This
must inform the policy response.

Thefirst line of defenceistolet
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The pressure pointis the
capital account. This will
require both a weaker rupee

and foreign capital

augmentation measures.
Squeezing the current account
through demand compression

canbe counterproductive

the rupee depreciate — as policymakers
have correctlydone —toactasashockab-
sorber. A weaker rupee will disincentivise
imports, improve export competitiveness
and thereby simultaneously narrow the
CAD and boost domestic expen-
diture switching”). Theoretically, too, a
sharp slowdown in FDI compounded by a
large negative terms-of-trade shock from
crude prices would argue for amuch more
depreciated equilibrium exchange

Butwhile rupee deprex
arycondition, willit 3
aweaker rupee actsasan automatic stabiliser
on the capital account, too, because fitis per-
ceived to have overshot. foreign capital
should be attracted back. But what does
overshooting mean in the current environ-
ment? Towhat extent will the rupee need to
depreciate — if it is the only instrument de-
ployed —toclose alarge BoPgap? That isthe
question foreign investors are grappling
with, and it’s not clear that any value of the
rupee will be seen as being oversold. given
the perceived size of the BoP gap.

In fact, if the rupee depreciates too
rapidly, it increases the incentives for for-
eignersto hedgetheirexisting stock of assets
inIndia (FPL ECBs, FDI), compounding BoP
pressures. That hedging puts more pressure
on the rupee, further increasing ti sire
to hedge, thereby cr
fulfilling spiral — signs of which
have emerged. This risks pushing

far away from its funda-
and warrants a circuit

That circuit breakershould be
foreign capital augmentation
measures. The obj
toattract alarge enoug
of near-term capital inflows across
multiple aven —even ifitin-

volves a subsidised swap — to change ex-
porter, importer and investor behaviour,
and prevent a destabilising overshooting
ofthe rupee.

Aweaker rupee and an influx of capital
should hopefully stem the tide. If not, “ex:
penditure compression” — tighter f
and monetary policy — may be needed, but
only asa last resort. Backin 2013, whenthe
rupee was under pressure, it was clear the
economywas overheating, and the obvious
response was to tighten fiscal and monet-
yto narrow the CAD. The current
very different: Core inflation has
averaged just 2-3 per cent in recent years,
ting the existence of slack, and we
are still awaiting a private capex cycle that
is like to be further delayed amidst
heightened geopolitical uncertainty. Inthis
environment, fiscal compression that ac-
commeodates higher fuel and fertilisersub-
sidies by cannibalising public capex risks
making policy pro-cyclical

It'simportant torealisethat this BoPepi-
sode is different. The pressure point isthe
capital account, not the current account.
Thiswill require both a weakerrupee and for-
eign capital augmentation Simply
e current account through de-
sion can, in fact, be counter-
y slowing growth and tumning
-apital inflows.

More generally, the biggest lesson India
must draw from this episode is that attract-
ing strong and stable FDI needs tobe anur-
gent imperative — both for macro stability
and growth. This will require sustained
economic reform that improves India's
structural competitiveness. There isnoes-
caping that imperative.
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Analytical Crux
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Article - 3: Balancing Act : Statesman News Service
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UPSC LINK

1. CSE Main 2025, PSIR Paper-II: “India continues to invoke its time-
tested policy of strategic autonomy vis-a-vis both the United States of
America and Russia by rejecting US’ offer of mediation on Kashmir 1ssue
and by refusing to criticize Russia in i1ts ongoing war against Ukraine.
Comment.”

2. CSE Main 2025, GS-1I: “The reform process in the United Nations
remains unresolved, because of the delicate imbalance of East and West
and entanglement of the USA vs. Russo-Chinese alliance.” Examine and
critically evaluate the East-West policy confrontations in this regard.

3. CSE Main 2024, PSIR Paper-I1: “India has of late, chosen to debunk
non-alignment in 1ts pursuit of multi-alignment.” Comment.

4. CSE Main 2023, PSIR Paper-II: “Arms trade, economic ties and
congruent geo-political interests are no longer the three pillars of India—
Russia relationship in the emerging strategic context. Comment.”

5. CSE Main 2023, PSIR Paper-11: “Quadrilateral Security Dialogue
(QUAD) performs an important role in India’s strategic balancing act to
withstand the dominance of China in Asia. Discuss.”
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PSIR & GS2 Daily Brief

The Programme in Political Science and International Relations
emphasize research, critical thinking, and enhances interdiscipllinary
understanding. It provides comprehensive coverage in structured
kKey way for strategic advantage in upsc.

PSIR OPTIONAL FOUNDATION OGP (OPTIONAL GUIDANCE PROGRAM)

The program focuses on Comprehensive coverage of Focus will be on conceptual clarity and building the
the topic mentioned in PSIR Syllabus supplemented with ability of the candidates to interlink static portion with
regular handouts. current developments.

Upcoming Batch: 6th July, 2026 Upcoming Batch: 9th June, 2026

PSIR DYNAMICS ATS (AUGMENTED TEST SERIES)

classes covr national and international developments, converting effort into higher score.

integrated with PSIR syllabus. , ;

Upcoming Batch: 22nd June’ 2026 Upcom|ng Batch: 26th Apn', 2026

O-AWFG (ANSWER WRITING FOCUS GROUP) O-AWFG PRIME

The answer writing program creates discipline and The test series program enhances speed, flow and
enhances skills. It helps studens develop structure, dynamic understanding of the subject.

articulation, coherence, and approach. : . :

Upcoming Batch: 20th April, 2026 Vpcoming Bateh = 20th Aprl, 2020

PYQ Mastery Series

The series focuses on PYQ practice anchored in conceptual clarity and contemporary relevance.
Upcoming Batch: 22 June, 2026

Contact for Mentorship - 9311704432

Telegram: @ | Website: https://academy.forumias.com/
Note: Edit program names/offerings as per the latest ForumlAS schedule.
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