e Domestic price trends

THE OILMARKETING companies (OMC)
hiked domestic LPG cylinder prices by

%60 per 14.2 kg cylinder from March 7,
202 6increasingthe retail priceto Y913
per cylinder in Delhi.The previous price

increase wasonApril 9,2025when the
priceswere increased by ¥50acylinder.
The subsidy for PMUY beneficiaries is
3300/ cylinder leading to an effective
price 0f 613/ cylinder for the consumer.
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Why there’s an LPG
crisis in India

The Iran war has disrupted LPG shipments through the Strait

of Hormuz,a key energy chokepoint, pushing up global LPG
prices. Despite the hike in domestic LPG cylinder pricesand
government subsidies, the under-recoveries of oil marketing
companies are likely to increase, writes Prashant Vasisht

e What is the consumption mixin India?

THE DOMESTIC SEGMENT accounts for The total number of domestic LPG
88% of the consumption mix,followedby  connections is 330 million,of which 103
commercial / industrial (11%)andtrans-  million are PMUY beneficiaries.In FY25,
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e OMCS’LPG
under-recoveries

THE LPG UNDER-RECOVERY burden for
OMCswas % 50,600 crore on December
31,2025 owingto high international
prices of LPG and lower realisations on
sales.This isset to go up furthergiven
therecenthike ininternational LPG
prices, despite the upward revision in
domesticcylinder prices and support by
the government.The government had
approveda30,000-crore compensa-
tion package for the OMCsin August
2025.Thegrantisbeingreleasedin12
equal monthly tranches, with the first
tranche disbursed in November 2025.

e PMUY subsidy
burdenongovt

THE PMUY SUBSIDY burden has been
rising over the yearswith an estimated
burden of ~¥12,700 crore in FY26,
driven by the growth in both the
number of beneficiaries and per capita
LPG consumption.PMUY connections
roseto 10.3 crore in FY25 from 80
million in FY20 and average consump-
tion grewto 4.5 cylinders/ beneficiary/
year from 3 cylinders/beneficiary/ year
during the same period.The govern-
ment alsoraised the subsidyto 300/
cylinderin October 2023 from ¥200/
cylinder,adding tothe subsidyburden.

e Impact on OMCs’profitability

IF CRUDE OlL prices remain elevated and
retail prices of auto fuels are not revised,

refining margins,the continued burden
of sizeable LPG under-recoveries will

portation (<1%).The cost of LPG is deter- PMUY beneficiaries consumed anaverage the marketing margins of OMCsare furtherweigh on earnings.
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mined onimport paritybasis using Saudi
Contract Price and other chargessuch as
ocean freight, bottling, inland freight, etc.

of 4.5 cylinders per beneficiary peryear,
while non-PMUY consumers averaged
6.6 cylinders per beneficiary peryear.
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likely to come under pressure,adversely
impacting overall profitability.Also,
despite some improvement in gross
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