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Energy market realities temper risks of a 100% tariff escalation 

US Congressional backing for up to 100% tariffs on India under the Russia sanctions law 

makes this tariff threat much more potent than the 50% (reciprocal + punitive) tariffs 

applied under IEEPA authority in CY25. We note that current energy market conditions 

offer some protection: the recent surge in India’s Russian crude imports is not discount-

driven and shutting out Russian supply now would push energy prices even higher, 

potentially hampering Republican prospects in the US midterms. Tariff volatility is likely 

to persist, however (e.g. Section 301 excess capacity tariffs). For India, the 18% rate 

(framework agreement in Feb-2026) is a useful anchor; the marginal impact on the worst 

affected sectors should be lower, and exemptions will reduce the overall effective rate.  

Exhibit 1: Discounts alone no longer drive India’s demand for Russian crude 

 

Source: CMIE; Axis Bank Research; implied Russia discount calculated vs. West Asia (ex-Iran) 

India’s demand for Russian crude driven by W. Asia supply shocks, not discounts 
Since the start of the US-Iran war, India has imported 298 Mn barrels of Russian crude at an 

average of 60Mn barrels/month compared to 46Mn barrels/month during FY23-26 (Fig 2). 

While Russia’s share in India’s imported crude basket jumped from 0% to 30% between Mar-

22 to Jun-23, likely due to discounts, the additional 1mbpd since Mar-2026 can’t be 

explained by price dynamics alone. First, the average discount on Russian crude vs. West 

Asia has been stable at $3-5/bbl. since 2023 (Fig 1). Second, Russia’s share of Indian crude 

imports rose despite premiums of up to $7/bbl. If India were to procure these excess 60-

80mn barrels in the spot market, oil prices would likely be higher than today (Fig 3).  

Risk of passthrough to pump prices + leverage utility lowers likelihood of use 
We view the likelihood of US tariff rising to 100% as low for now: (i) recent experience shows 

that the threat of very high tariffs is more useful as leverage in trade negotiations than tariffs 

themselves; (ii) higher oil prices have a more direct passthrough on US retail inflation (Fig 8, 

9); Republicans are already on the back foot in the midterms due to elevated energy prices 

(Fig 11). Congressional backing makes this tariff threat legally durable, while pending 

outcomes of Section 301 on excess capacity could raise tariff volatility. For India, a useful 

anchor is the 18% headline rate agreed before the US Supreme court invalidated tariffs 

under IEEPA authority in Feb-2026 (link). When applied, the effective rate also tends to be 

lower than the headline rate due to exemptions (Fig 6, 10).  

FYTD exports strong; impact on the worst affected sectors likely to be marginal 
India’s exports have rebounded sharply (FYTD: 19% YoY; Fig 5), led by electronics (tariff 

exemptions and price effects), auto/parts and metals (no tariff disadvantage vis-à-vis the 

rest of the world), and refined petroleum products (price effects); exports to the US have 

also recovered as the tariff disadvantage disappeared. Our quadrant analysis on sectoral 

impact (link), shows that during the six months of 50% US tariffs (Sep 2025- Feb 2026; Fig 

4), labour-intensive sectors such as gems/jewellery, textiles and leather goods were hardest 

hit and remain laggards (Fig 7): new tariff impact on these sectors will be marginal. 

Commodity-like exports (e.g. shrimp) that found alternate markets may sustain growth. 

---- Avg. Russia share (FY23-26: 31%)
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Exhibit 2: Since the start of the US-Iran war, India has 
had to import 60-80 Mn barrels extra from Russia  

 Exhibit 3: Dated brent oil has breached $140/bbl once 
again; Mar-27 futures are at the highest in 6 months 

 

 

 

Source: CMIE; Axis Bank Research  Source: Refinitiv; Axis Bank Research 

 
Exhibit 4: US 50% tariffs narrowly affected labour-intensive sectors 

 

Source: DGCI&S; Axis Bank Research 

Exhibit 5: Exports to the US are growing again (vs. 8% 
YoY decline under 50% tariffs), ex-US growth stronger 

 Exhibit 6: Electronics and pharma dominate India’s 
exports to the US; largely remained tariff exempt 

 

 

 

Source: CMIE; Axis Bank Research  Source: Refinitiv; Axis Bank Research 
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Exhibit 7: Worst affected sectors still lag behind 

 

Source: DGCI&S; Axis Bank Research 

Exhibit 8: US retail passthrough of higher energy prices 
has led to prices shooting at the pump 

 Exhibit 9: In Aug-2026, energy price contribution to US 
CPI was 36%; prices have risen even further from there  

 

 

 

Source: US EIA; Axis Bank Research  Source: CEIC; Axis Bank Research 

Exhibit 10: US tariff collections negative since May-26 
due to IEEPA tariff refunds; headline tariffs at 11% 

 Exhibit 11: Prolonged conflict and weakening support 
for Republicans also work against tariff escalations 

 

 

 

Source: CEIC; Axis Bank Research  Source: Bloomberg; Axis Bank Research 

-16%
-8% -8% -7% -5% -3% -1% 0%

1% 4% 8% 8% 9% 12% 16% 19%
23% 23%

29%

-30%
-20%
-10%

0%
10%
20%
30%

P
ro

je
ct

 G
o

o
d

s

S
to

n
e

/c
e

m
e

n
t/

g
l

as
s

P
la

n
ta

ti
o

n

O
ff

ic
e

E
q

u
ip

m
e

n
ts

L
e

a
th

e
r

T
e

xt
ile

s 
&

ap
p

ar
e

l

G
e

m
s/

Je
w

e
ls

A
g

ri

P
ap

e
r

S
p

o
rt

s 
G

o
o

d
s

C
h

e
m

ic
al

s

M
ac

h
in

e
ry

P
la

st
ic

M
ar

in
e

 P
ro

d
u

ct
s

O
re

s/
m

in
e

ra
ls

O
p

ti
ca

l/
m

e
d

ic
al

in
st

ru
m

e
n

ts

T
ra

n
sp

o
rt

 E
q

p
.

E
le

ct
ro

n
ic

s 
It

e
m

s

B
as

e
 M

e
ta

ls

P
e

tr
o

ch
e

m

(YoY%)
Exports growth: Mar 2026 - Jul 2026

0

1

2

3

4

5

6

7
(US$/ 

gallon)

US retail pump prices

Gasoline Diesel

-40%

-20%

0%

20%

40%

60%

A
u

g
-1

9

F
e

b
-2

0

A
u

g
-2

0

F
e

b
-2

1

A
u

g
-2

1

F
e

b
-2

2

A
u

g
-2

2

F
e

b
-2

3

A
u

g
-2

3

F
e

b
-2

4

A
u

g
-2

4

F
e

b
-2

5

A
u

g
-2

5

F
e

b
-2

6

A
u

g
-2

6

Contribution of Energy to US CPI (%)

-12%

-8%

-4%

0%

4%

8%

12%

16%

20%

A
u

g
-1

5

A
u

g
-1

6

A
u

g
-1

7

A
u

g
-1

8

A
u

g
-1

9

A
u

g
-2

0

A
u

g
-2

1

A
u

g
-2

2

A
u

g
-2

3

A
u

g
-2

4

A
u

g
-2

5

A
u

g
-2

6

US Tariff Collections (% of imports)

Implied Tariff (actual collections)

Headline announced

Aug '25: ~18%

Nov '25: ~16%

Feb '26: ~11%

Jul '26: ~11%

0

20

40

60

80

100

0

20

40

60

80

100

Polymarket probabilities (%)

West Asia conflict ends by Jan-2027

Republican control of Senate after midterms (RHS)



 

 

Economic Research | Trade Wars 

21 Sep 2026 4 
 

 

Disclaimer: The report and information contained herein is of confidential nature and meant only for the selected recipient and should 
not be altered in any way, transmitted to, copied, or distributed, in any manner and form, to any other person or to the media or 
reproduced in any form, without prior written approval of Axis Bank. The material in this document/report is based on facts, figures and 
information that are obtained from publicly available media or other sources believed to be reliable and hence considered true, correct, 
reliable and accurate but Axis Bank does not guarantee or represent (expressly or impliedly) that the same are true, correct, reliable 
and accurate, not misleading or as to its genuineness, fitness for the purpose intended and it should not be relied upon as such. Artificial 
Intelligence tools may have been used (i) during the information gathering stage for compiling or collating data from (a) publicly available 
sources, (b) databases to which Axis Bank subscribes, and (c) internally generated research data; and/or (ii) for compiling summaries of 
this report. The opinion expressed (including estimates, facts, figures and forecasts) is given as of the date of this document is subject 
to change without providing any prior notice of intimation. Axis Bank shall have the rights to make any kind of changes and alterations 
to this report/ information as may be required from time to time. However, Axis Bank is under no compulsion to maintain or keep the 
data/information updated. This report/document does not mean an offer or solicitation for dealing (purchase or sale) of any financial 
instrument or as an official confirmation of any transaction. Axis Bank or any of its affiliates/ group companies shall not be answerable 
or responsible in any way for any kind of loss or damage that may arise to any person due to any kind of error in the information 
contained in this document or otherwise. This document is provided for assistance only and should not be construed as the sole 
document to be relied upon for taking any kind of investment decision. The recipient is himself/herself fully responsible for the risks of 
any use made of this information. Each recipient of this document should make his/her own research, analysis and investigation as 
he/she deems fit and reliable to come at an independent evaluation of an investment in the securities of companies mentioned in this 
document (including the merits, demerits and risks involved), and should further take opinion of own consultants, advisors to determine 
the advantages and risks of such investment. The investment discussed or views expressed herein may not suit the requirements for all 
investors. Axis Bank and its group companies, affiliates, directors, and employees may: (a) from time to time, have long or short positions 
in, and deal (buy and/or sell the securities) thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction 
involving such securities and earn commission/brokerage or other compensation or act as advisor or lender/borrower to such company 
(ies) or have other potential conflict of interest with respect to any recommendation and related information and opinions. The 
applicable Statutory Rules and Regulations may not allow the distribution of this document in certain jurisdictions, and persons who 
are in possession of this document, should inform themselves about and follow, any such restrictions. This report is not meant, directed 
or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or 
other jurisdiction, where such distribution, publication, availability or use would not be in conformation to the law, regulation or which 
would require Axis Bank and affiliates/ group companies to obtain any registration or licensing requirements within such jurisdiction. 
Neither Axis Bank nor any of its affiliates, group companies, directors, employees, agents or representatives shall be held responsible, 
liable for any kind of consequential damages whether direct, indirect, special or consequential including but not limited to lost revenue, 
lost profits, notional losses that may arise from or in connection with the use of the information. Prospective investors and others are 
cautioned and should be alert that any forward-looking statements are not predictions and may be subject to change without providing 
any notice. Past performance should not be considered as a reference to future performance. The disclosures of interest statements if 
any included in this document are provided only to enhance the transparency and should not be construed as confirmation of the views 
expressed in the report. The views expressed in this report reflect the personal views of the author of the report and do not reflect the 
views of Axis Bank or any of its associate and group companies about the subject company or companies and its or their securities. 

 
Disclaimer for Singapore clients: This document is published by Axis Bank Limited, India (“Axis Bank”) and is distributed in Singapore 
by Axis Bank. This document is not a research analysis or report concerning any investment product. This document does not provide 
or purports to provide individually tailored investment advice, commentary or opinion. The contents in this document have been 
prepared and are intended for general distribution strictly to accredited investor, expert investor or institutional investor. A recipient 
of this document shall not provide or circulate this document to any other person. The contents in this document do not take into 
account the specific investment objectives, financial situation, or particular needs of any particular person. The instruments and 
product types mentioned in this document may not be suitable for all investors. You should independently evaluate particular 
investments or product types and seek independent advice from a financial adviser regarding the suitability of such instruments or 
product types, taking into account your specific investment objectives, financial situation and particular needs, before making a 
commitment on any instruments or product types. This is because the appropriateness of a particular instrument or product type will 
depend on your individual circumstances and investment objectives, financial situation and particular needs. The instruments and 
product types mentioned in this document may not be suitable for all investors, and certain investors may not be eligible to purchase 
or participate in some or all of them. 

 
Disclaimer for DIFC clients: Axis Bank Limited (DIFC branch) is duly licensed and regulated in the Dubai International Financial Centre 
by the Dubai Financial Services Authority (“DFSA”). This document is intended for use only by Professional Clients (as defined in the 
Rule 2.3 of the Conduct of Business Module of the DFSA Rulebook) who satisfy the regulatory criteria set out in the DFSA Rules, and 
should not be relied upon, acted upon or distributed to any other person(s) other than the intended recipients. 

 


