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Examine how geopolitical tensions and diplomatic
negotiations involving major oil-producing regions
influence global crude oil prices. What are the

implications for India's energy security?
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Answer Hint

West Asian geopolitics; oil supply disruptions; market expectations; crude oil price volatility; import

dependence; inflation; current account deficit; energy diversification; strategic petroleum reserves

Model Answer

Introduction

Global crude oil prices are influenced by supply-demand conditions as well as geopolitical developments. The
possibility of a diplomatic agreement between the United States and Iran, as reported, illustrates how expectations

about regional stability can affect market sentiment.
Geopolitics and Oil Prices

Conflict in major oil-producing regions can threaten production and transport routes, raising uncertainty and
potentially increasing prices. Conversely, expectations of diplomatic progress may reduce the perceived risk of
supply disruptions. However, prices also depend on global demand, inventories, production decisions and broader

economic conditions.

Implications for India
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India's dependence on imported crude oil makes it vulnerable to
international price volatility. Higher prices can increase the import bill,
widen the current account deficit, put pressure on the rupee and
contribute to domestic inflation. Lower prices may ease these pressures,
although the benefits depend on exchange rates, domestic taxes and

other factors.
Way Forward

India should diversify its sources of energy imports, strengthen strategic
petroleum reserves, improve energy efficiency and accelerate the
development of renewable energy. Stable diplomatic relations with energy

suppliers and continuous monitoring of global markets are also important.
Conclusion

Diplomacy can influence energy markets by changing perceptions of
geopolitical risk, but sustainable energy security requires diversification,

resilience and long-term planning.
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