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China is buying natural gas like there’s still an energy crisis

Bloomberg
feedback@livemint.com

C hinais on a natural gas

shopping spree, and
officials are happy for
importers to keep striking
deals even after a global
energy crisis has eased.

The government continues
to back effortsby state-owned
buyers to sign long-term con-
tracts and even invest in
export facilities, in order to
bolster energy security
through themiddle of the cen-
tury, according to peoplewho
have had meetings with poli-
cymakers,

The nation is on track to be

theworld’stop importer oflig-
uefied natural gas in 2023.
Andforthe third straight year,
Chinese companies are agree-
ingtobuymore ofitonalong-
term basis than any single
nation, according to data com-
piled by Bloomberg News.

China is looking well into
the future to avoid a repeat of
energy shortages, while also
seeking to fuel economic
growth.

Long-term LNG contracts
are attractive because ship-
ments are promised at a rela-
tively steady price compared
to thespot market, where gas
surged toan all-timeafter Rus-
sia’s invasion of Ukraine.

N

Part of China's push for energy security is to diversify imports
among various countries, due to changing geopolitics. BLoomsere

“Energy security hasalways
beena priority for China,” said
Toby Copson, global head of
trading and advisory at T'ri-
dent LNG in Shanghai. “Hav-

ing amplesupply intheir port-
folio allows them to manage
future volatility. I would
expect to see more.”
Thedealmaking efforts will

help underpin global export
projects, strengthening the
role the seaborne fuel will play
inthe energy mix.

And as suppliers move to
woo Chinese importers, Bei-
jing’s influence in the market
isset toincrease.

China began its push for
long-term contracts in 2021,
after relations with the US
improved.

While imports dipped last
year partly due to weaker
demand amid covid restric-
tions, Chinese buyersrenewed
the drive after the invasion of
Ukraine cut pipeline gas to
Europe.

The resulting high prices

and global competition forthe
super-chilled fuel provided a
quick lesson in the need for
stable supplies.

Part of China’s push for
energy security is to diversify
imports among variouscoun-
tries as a cushion against fur-
ther geopolitical disruptions.

Several other importers,
includingIndia, are also look-
ingto sign more deals to avoid
future shortages and curb
dependence on spot deliver-
ies, yet Chinais lockingin con-
tracts at amuch faster pace.

Sofar thisyear, 33% of long-
term LNG volumes signed
went to China, according to
Bloomberg calculations.
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China is on a natural gas buying spreé like there is still an energy Crisis

Long-term LNG contracts are altractive because shipments are promised al a relatively stable price compared lo the spol markel

BEIJING: China is on a natu-
ral gas buying spree, and offi-
cials are happy to see importers
keep deals even as the global
energy crisis subsides, Bloom-
berg reported.

To strengthen energy secu-
rity by the middle of the century,
the government is planning
efforts by state-owned buyers
to sign long-term contracts and
even invest in export facilities,
according to people who have
been meeting with policymak-
ers. continues to support.

The country is on track
to become the world’s top
importer of liquefied natural
gas in 2023. And for the third

year in a row, Chinese compa-
nies are agreeing to buy more
of it on a long-term basis than
any single country, data com-
piled show.

China is thinking well to
avoid the repetition of energy
shortage in the future, while
also trying to promote eco-
nomic development. Long-term
LNG contracts are attractive
because shipments are prom-
ised at a relatively stable price
compared to the spot market,
where gas has risen to its high-
est since Russia’s invasion of
Ukraine.

“Energy security has always
been a priority for China,” said

Toby Copson, global head of
trade and advisory at Trident
LNG in Shanghai. “Having
enough supply in their portfo-
lio helps them manage future
volatility. I look forward to see-
ing more.

The deal-making efforts
will help boost global export
projects, thereby strengthen-
ing the role of marine fuels in
the energy mix. And as sup-
pliers step up to lure Chinese
importers, Beijing’s influence
in the market is bound to grow.

After improving relations
with the US, China began push-
ing for long-term contracts in
2021. While imports declined

last year partly due to weak
demand amid Covid restric-
tions, the drive resumed after
Chinese buyers cut pipeline gas
to Europe following the inva-
sion of Ukraine.

The resulting high prices
and global competition for the
super-chilled fuel provided a
quick lesson in the need for a
stable supply. Part of China’s
effort for energy security is to
diversify imports among dif-
ferent countries as a measure
against further geopolitical
disruptions.

Several other importers,
including India, are also look-
ing to sign more deals to avoid

future shortages and reduce
dependence on spot deliveries.
Yet China is closing contracts
at a very rapid pace. Accord-
ing to Bloomberg calculations,
33% of long-term LNG volumes
signed so far this year have gone
to China.

Last month, state-owned
China National Petroleum Cor-
poration signed a 27-year deal
with Qatar and took a stake in
the exporter’s massive expan-
sion project, while ENN Energy
Holdings Ltd signed a decades-
long contract with US developer
Cheniere Energy Inc. Supplies
from both the contracts are
expected to commence by 2026.

Boardroom conversations
from Singapore to Houston
lead to more deals. State-owned
giants including Cnooc Ltd and
Sinopec are in discussions with
the US, according to traders,
while smaller companies such
as Zhejiang Provincial Energy
Group Co and Beijing Gas
Group Co are also looking for
deals.

Traders said Qatar is in talks
with several Chinese buyers for
sales contracts that could last
more than 20 years. Bloomberg
reported in May that Sinopec
is among companies in talks
to invest in gas development
in Saudi Arabia, which could

include building facilities to
export the fuel.

The deals will help support
nearlya dozen new import ter-
minals that are due to begin
construction in China’s coastal
cities this decade. According
to Norwegian consultant Rys-
tad Energy, the country’s LNG
imports could rise to 138 mil-
lion tonnes by 2033, nearly dou-
ble the current level.

“Currently, more than half
of China’s LNG demand from
2030 to 2050 remains uncon-
tracted,” said Rystad ana-
lyst Xi Nan. Traders said the
government was not forcing
companies to sign deals and

traders would sign only those
agreements whose prices were
attractive. Chinese buyers are
also using the new LNG con-
tracts to expand portfolio
and unlock lucrative business
opportunities.

However, the bullish
demand outlook is not certain,
especially as China boosts gas
production domestically, while
overland shipments from Rus-
sia could increase as new pipe-
lines are built. Xie Zhuguang,
senior analyst at Cnooc, warned
last month that the oversupply
risks increasing the risk that
LNG import terminals will be
idle more often. AGENCIES
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‘CSR Spending Up, But Impact Limited’

Cos told to adopt long-term approach; right balance of capital investments and operational expenses needed

Our Bureau

New Delhi: India Inc’s corporate
social responsibility spending has
grown significantly but its impact
remains limited, the government
has observed and called on compa-
nies to adopt a long-term approach
to their CSR initiatives “to yield
productive results”.

CSR spending stood at 226,210 cro-
re in FY21, having grown 80% from
FY16, the Ministry of Corporate
Affairs (MCA) said in a newsletter.
“However, the impact of the CSR
funds is not widely felt and there is
a need to enhance the visibility as
well as impact of these invested
funds,” it said.

It is important to execute CSR ef-
forts strategically, “with the right
balance of capital investmentsand
operational expenses”, itadded.

The MCA has also expressed con-
cerns over wide regional disparity
inthedeploymentof the CSR funds
and impressed on companies to ba-
lance their area preference with

Fund Fundamentals

WHAT THE MINISTRY SAYS

CSR ™ | Thereis a need to

spending ¥
hit 226,210 cr | impact of

in FY21, up invested =
80% from FY16! funds

improve visibility and

Right balance Regional disparity in

of capital and CSR fund deployment

operational a matter of concern

SRS 10 KEY STATES GRABBED 44% OF FUNDS BUT
in CSR efforts 8 NE STATES GOT JUST 0.91%

national priorities.

According to rules, companies of
a certain size are required to
spend, annually, at least 2% of the-
ir average net profits made in the
previous three financial years on
social initiatives.

The MCA has also highlighted the
need to ensure the initiatives under-
taken become self-sustaining so that
the CSR programmes can run seam-

lessly without being a burden on the
companies themselves.

“The emphasis should be on cre-
ating an appropriate structure
for CSR, ensuring that the funds
go towards the wellbeing of the
community,” itsaid. “Further, the
highest quality of risk manage-
ment framework needs tobeadop-
ted,soastomakethe CSR projects
sustainable.”

As for regional disparity, the mi-
nistry pointed out that just ten sta-
tes — including industrial ones
such as Maharashtra, Gujarat,
Karnataka and Andhra Pradesh -
grabbed over 44% of the CSR funds
in FY21, while the eight northeas-
ternstatesreceived amere 0.91%.

“This is concerning, as the smal-

ler regions are the

_— most socio-econo-
Accordingto  mically and cultu-
official data, rally diverse in the
education country and have a
sector got high incidence of
z47,188¢r,or  poverty and under-
about37%of  development,” the
thetotal (SR  ministry said in
spending, the newsletter da-
between ted June 30.

FY15&FY21 It is imperative to

strike a balance
between local area preference with
national priorities “to avoid any
concentration of CSR funds in spe-
cificregions”, itsaid.
The MCA acknowledged the po-
tential reason for such disparity
could be the stipulation under the

Section 135(5) of the Companies
Act 2013 that companies should gi-
ve preference to the areas around
which they operate while alloca-
ting CSR funds. “However, it's not
mandatory todosoasthe world has
become too intricately close with
the advent of digitalisation and it
is difficult to define what the local
areasof operationsare,” they said.

Education, healthcare, and rural
development have remained the
topreceivers of the CSR funds.

Accordingto the official data, bet-
ween FY15and FY21, the education
sector (including education, liveli-
hood enhancement projects, speci-
al education and vocational skills)
received ¥47,188 crore, or about
37% of thetotal CSR spending. The
health sector (including healthca-
re, poverty, eradicating hunger,
malnutrition, sanitation and
Swachh Bharat) came next, with a
30% shareat¥38,011 crore. Rural de-
velopment  projects received
212,300 crore, accounting for 9.6%
of the total CSR expenditure du-
ring this period.
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CSR plans should be
self-sustaining: MCA

Gireesh Chandra Prasad
gireegﬁ.ﬁ@fi'vemint-.co?n 3
NEW DELHI

orporate Social
Responsibility (CSR)
projects have to have

therightbalance of capitaland
operational spending and
should be self-sustaining so
that programmes run “seam-
lessly and efficiently”, the min-
istry of corporate affairs said.
Toensure that the impactof
CSRisdeeplyfelt,

emphasisshouldbe on creating
an appropriate structure for
CSR, ensuring that the fundsgo
towards the well-being of the
community,” said the ministry.
Also, the highest quality of
risk management framework
needs to be adopted, so as to
makethe CSR projectssustain-
able, it said. The ministry also
pointed out that some states
have received significantly
more portion of CSR funds due
to factors such as the presence
of major corpora-

it is imperative Highest quality of tions, industrial
that companies  risk management development and
take a long-term framework is social develop-
comprehensive  paaded tomake ~ Mment needs. This
approach, it said CSR projects disparity how-
in its latest 1Y) ever, is common
monthlybulletin. susga!nable, .the in other aspects

“For increased ministry said also,such asstate-

effectiveness and

efficiency, it is

important to execute CSR
efforts strategically with the
right balance of capital invest-
ments and operational
expenses. Moreover, it is also
essentialto ensurethattheini-
tiatives undertaken are self-
sustaining, so that the pro-
grammes run seamlessly and
efficiently, without them being
aburdenonthecompany. The

wise distribution
ofnet proceeds of
union taxes and duties. Data
showsthatin FY 2020-21, over
44% of the CSR funds went to

just 10 states. These states

include eight of the largest state
economies by their FY20
GDP—Maharashtra, Gujarat,
Andhra Pradesh, Karnataka,
Uttar Pradesh, Tamil Nadu,
Rajasthan and Madhya Pra-
desh.
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Diesel Sales Decline 3.7%in
June, Petrol Sales Up 3.4%

New Delhi: Diesel sales dropped in June as the arri-
val of monsoon cut demand in the agri sector and re-
duced vehicular movement, preliminary industry da-
tashowed. Demand for diesel, the most consumed fuel
in the country - accounting for about two-fifths of the
total demand, fell 3.7% to 7.1 million tonnes in June
compared to the vear-ago period.

Diesel sales soared 6.7% and 9.3% in April and May,
respectively, as agriculture demand picked up and
cars vanked up air-conditioning to beat summer heat.

: Month-on-month sales were almost flat

compared to 7.09 million tonnes of diesel
consumed in May.

Petrolsales, however, rose 3.4%to02.9mil-
lion tonnes in June 2023 compared to the year-ago
period. Sales were unchanged month-on-month, the
data showed.

Petrol and diesel sales have been on the rise since the
second half of March on the back of a pick-up in in-
dustrial and agriculture activity. But the arrival of
monsoon has cooled temperatures and reduced de-
mand for running diesel gensets to irrigate fields and
cut down consumption in tractors and trucks in the
first half of June. Petrol consumption during June
was 33.5% more than Covid-marred June 2021 and
20.6% more than pre-pandemic June 2019.- PT1
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Diesel sales fall in June as monsoon Sets in

PT1/ New Delhi

Diesel sales dropped in June as the ar-
rival of monsoon cut demand in the
agri sector and reduced vehicular
movement, preliminary industry data
showed.

Demand for diesel, the most con-
sumed fuel in the country
accounting for about two-fifths of the
total demand, fell 3.7 per cent to 7.1
million tonnes in June compared to

the year-ago period.

Diesel had soared 6.7 per cesalesnt
and 9.3 per cent in April and May, re-
spectively, as agriculture demand
picked up and cars yanked up air-con-
ditioning to beat summer heat.

Month-on-month sales were almost
flat compared to 7.09 million tonnes of
diesel consumed in May.

Petrol sales, however, rose 3.4 per
cent to 2.9 million tonnes in June 2023
compared to the year-ago period. Sales

were unchanged month-on-month, the
data showed.

Petrol and diesel sales have been on
the rise since the second half of
March on the back of a pick-up in in-
dustrial and agriculture activity. But
the arrival of monsoon has cooled
temperatures and reduced demand for
running diesel gensets to irrigate
fields and cut down consumption in
iractors and trucks in the first half of
June.
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Diesel sales slide
on monsoon effect

Sanjay.Dutta@timesgroup.com

New Delhi: The pace of
growth in India's fuel con-
sumption faltered in June as
monsoon advanced through
most parts of the country and
holiday season tapered off
This muted demand from
farm, construction and travel
sectors after two months of a
sharpuptick.

Preliminary industry data
shows diesel demand — a key
indicator of economic activity
—slipped into the red, with sa-
les dropping 3.7% from a year
ago. But petrol consumption
grew by about the same mar-
gin, buoyed by the concluding
strains of holiday travel and
people’s continued preference
for personal vehicles.

Sequentially too June sales
remained flat, with diesel slip-
ping marginally 0.4% from
May and petrol remaining
samelevel asbefore. Thisislar-
gely due to the seasonal factor
when rains impact construc-
tion and transportation as well
as use of irrigation pumps,
while lower demand for power
precludes use of generators.

Sales have moved into the
slow lane after growing at a
blistering pace in May, with di-
esel sales rising by 9% and pet-

rol by over 10%. Consumption
of both the transportation fu-
els had displayed signs of fati-
gue in March and April by
dropping to single digits after
consistently posting double-di-
git growth for months.

SEASONAL IMPACT
Fuel sales in June

(in thousand metric tonnes)

2,801
2,897

% change

Petrol 34
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Source: Industry data

June jet fuel sales, however,
remained in the positive to
post 6% growthfromayearago
as holidaymakers and govern-
ment events kept carriers buo-
yant. Consumption of LPG, or
liquefied petroleum gas, used
mostly as domestic cooking fu-
el, also dipped marginally by
0.8% on lower home cooking.

Sequentially however, both
fuels were in the negative in
June. Jet fuel sales during the
month under review were
24% lower than May, while
LPG consumption fell 3.4%
from a month ago.
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Hydrogen will help decarbonize
our commercial vehicle traffic

There is a strong case for India to bet big on hydrogen-fuelled internal combustion engine vehicles for commercial transport

are, respectively, partner at McKinsey &
Company’s Gurugram office; and consultant at
McKinsey & Company’s Mumbai office.

ndian youngsters cannot remember the time

when temperatures did not touch 40° Celsius

regularly, orwhen checking the air quality

index was not part of a routine. Unfortunately,

these normsare unlikely to change any time

soon. As a country, India ranks eighth-worst
onair quality, and while our per capita green-
house-gas (GHG) emissions are less than halfthe
global average, we are still the world's third-largest
emitter.

At 280 million tonnes of GHG emissions in 2021,
road transport accounts for about 10% of India’s
emissions, with more thana third of it coming from
medium and heavy commercial vehicles. There are
twoways todecarbonize this vehicle fleet: using
battery-electric vehicles or hydrogen-fuelled
vehicles. Hydrogen-fuelled vehicles themselves
could have either fuel cells or conventional inter-
nal combustion engines.

India’s commercial vehicles donot carry heavy
payloads (40 tonnes or more), typical of European
trucks; nor do they run the 500-plus kilometres
perday typical in the US. As battery-runelectric
vehicles cost at least twice as much asdiesel ones,
these conditions make them economically unvia-
blein India. Furthermore, a typical such truck has
alower payload capacity of 1.5-2 tonnes, because of
theadded weight of the battery. That lost potential
is crippling for small fleet owners, who account for
most of India's commercial transport operators.

In addition, battery-run electric vehiclesrequire
specialized manufacturing, supply-chain and
maintenance set-ups. All this makes adopting such
commercial vehiclesa challenge.

Asforhydrogen fuel-cell electric vehicles, most
high-value parts of their power-train, such as fuel
cells, hvdrogen tanks and traction batteries, are
complexand costly, making them even more
expensive than battery-run electric vehicles. Also,
such vehicles work best with constant peak loading
and long-distance usage (400-500km), which
are not India’s usual commercial vehicle use
conditions. In addition, fuel-cell electric vehicles
need 99.97% pure hydrogen torun, which creates
massive complexity in the hydrogen supply chain.

This leaves hydrogen-fuelled internal combus-
tion engine vehicles as the optimal decarboniza-
tion option for medium and heavy commercial
vehicles. While building such vehicles is still
20-40% more expensive than diesel carriers, they
costmuch less compared to other low-emissions
alternatives. They can carry almost the same load
asadiesel truck, and they suit Indian conditions,
characterized by variable loads and travel of 250-
300km per day. Such vehicles also do not have
stringent requirements of hydrogen purity and can
be refuelled in 15-30 minutes, compared to hours
for battery-run electrie vehicles.

T

From a product standpoint, the hydrogen-
fuelled internal combustion engine is similar to
diesel and natural gas engines, so existing manu-
facturing and supply chain set-ups can beadapted
forit. Of course, there will be new components,
such as hydrogen tanksand injectors, but these are
incremental changes, not fundamental ones, asis
the case with battery- and fuel-cell vehicles. And,
with alittle training such vehicles can be main-
tained by the existing service networks.

Thisisthe case for India to bet big on hydrogen-
fuelled internal combustion engine vehicles forits
commercial fleet. To make it happen, there are
three critical areas foraction. First, this technology
needsto becomea central priority for the Indian
automotive sector—inthe form of technology part-
nerships, research and development grants, and
regulatory support. By creating standards and pro-
cedures forsuch critical technologies as low-cost
electrolyzersand hydrogen-storage tanks, India
can notonly lead its own transition but also have
exportsto otheremerging markets.

Second, the cost of hydrogen has to come down
sharply over the next decade, to about $2.5-53 per
kilogram. At that price, the total cost of ownership
of hyvdrogen-fuelled internal combustion engine
vehicles would be competitive with that for diesel.
Indeed, if carbon compliance markets are intro-

e p—— -
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duced, as India is doing with heavy industry,

the relative cost of such medium and heavy
commercial vehicles would fall further, faster.
Anotheraction to consideris extending existing
production-linked incentive schemes for local
electrolyzer manufacturing beyond the current
2027 expiration.

Third, reliable hydrogen station infrastructure is
required. Businesses and drivers are not going to
use vehiclesthat they cannotreadily refuel. India’s
oil marketing companies canadapt their wide net-
work of fuel stations to dispense hydrogen—and
at the same time position themselves well fora
decarbonized future.

None of this will be easy. None ofit, however, is
impossible. In fact, the transition to hydrogen-
fuelled internal combustion engine for medium
and heavy commereial vehicles could be a great
opportunity for India as the hydrogen economy is
still nascent, globally; by seizing it, India could help
lead it. And let us not forget the human element:
Imagine being able to see Mumbai's skyline with
clarity or the India Gate in Delhi without having to
peer through haze. Think of how much healthier
our children would be if they were breathing
cleanerair. Betting on hydrogen-fuelled internal
combustion engine vehicles could be a breath of
fresh air—for both people and businesses.
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LPG Shipments to
Draw Customs Duty
of 15% & Farm Cess
of Equal Amount

Our Bureauv

New Delhi: The Centre has raised
the basic customs duty on domes-
ticLPG to15% from 5%. It has also
imposed an Agriculture Infrast-
ructure and Development Cess
(AIDC) of 15% on the import of
LPGcylinders.

However, the basic customs duty
hike will not be applicable to im-
ports of liguefied propane, liquefi-
ed butane and mixture of liquefied
propane and liquefied butane by
Indian Oil Corporation Ltd, Hin-

dustan Petroleum Cor-
poration Ltd and Bharat
Petroleum Corporation
Ltd for supply to house-
hold domestic consumers, a Cen-
tral Board of Indirect Taxes and
Customs notification said.

Basic customs duty will be nil for
importof domestic LPG sold to ho-
usehold consumers by state-ow-
ned oil marketing companies. The
customs duty rate will be 15% for
other importers of domestic LPG.

The new rates will be effective
fromJuly1.

Officials said the move will pro-
tect domestic consumers and at
the same time reduce import bills.

India is short on production of
cooking gas or LPG and is depen-
denton imports from nationssuch
as Saudi Arabia.
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Petrol, diesel use skids in June as monsoon curbs mobility

—
Rishi Ranjan Kala
New Delhi

Auto fuel consumption dur-
ing June 2023 fell from his-
toric highs seen since
March with monsoons im-
pacting mobility, leading to
reduced construction and
mining activity, which was
partially offset by travel and
tourism.

On a provisional basis,
India consumed 7.1 million
tonnes (mt) of diesel, the
mainstay of the country’s
transport sector. On a m-
o-m basis, the consumption

fell 13.4 per cent, while it
was down 8 per cent y-o-y.

Petrol usage stood at 3
mt, a 12 per cent decline m-
o-m. The usage of motor
spirit was flat on an annual
basis.

TRAVEL ACTIVITIES
Sources said the monsoon
impacted industrial and
construction activity. Be-
sides, diesel demand from
the farm sector was also
low. Another reason cited
was the summer vacation
for schools.

However, the decline was
partially offset by travel and

tourism activities. “Diesel
demand will pick up from
July as kharif sowing starts
building momentum. Also,
schools will reopen. But the
demand from industries,
particularly  construction
and mining, will be low due
to rains,” said a source. Pet-
rol consumption will be
around 2.8-3 mt in July as
schools reopen and office
attendance numbers rise,
which will offset the decline
in travel and tourism, the
source added.

Since March 2023, India’s
diesel consumption recor-
ded all-time high numbers

Sliding graph
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at 7.8 mt each during March
and April. It hit further
north in May at 8.2 mt —

the highest so far. This was
aided by rising industrial
and farm activity as well as

opening of schools and
rising attendance in offices.

Petrol consumption hit a
high of 3.1 mt in March
2023 before slipping to 2.9
mt a month later. However,
it hit an all-time high of 3.4
mt in May.

This was aided by rising
personal mobility due to
work-from-home norms be-
ing gradually lifted by enter-
prises.

GROWTH TREND

The fuel consumption
growth trend is expected to
continue. ICICI Securities
in a June report said after

three years (FY21, FY22
and FY23) of relative weak-
ness, it expects fuel con-
sumption to steadily grow
over the next two years.

This is helped by softer
product prices and prices of
petrol and diesel being held
at the same level in the last
13-14 months. Besides,
stronger economic growth
predicted for the economy
in the next two-three years
and the potential pass-
through of the supernormal
marketing margins being
earned on retail fuels, can
spur better pricing power
for petrol and diesel.
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Russian crude oilimports slip in June

S DINAKAR
Chennai, 2July

Indian imports of crude oil from the
Russian Federation, which were 7
per cent cheaper than the Indian
crude basket and 17 per cent less
expensive than Saudi Arabian
crude in May, hit a slight pause in
June after reaching an all-time high
in May, reveals trade and shipping
data. India imported roughly 2.1
million barrels per day of Russian
crude in June, down 2 per cent
from 2.15 million barrels per day in
May, according to data from Paris-
headquartered commodity market
intelligence firm Kpler.

But imports rose 87 per cent
from June 2022 levels, four months
after Russia launched an attack on
UKkraine, roiling global oil markets.

State-run refiner Indian Oil
Corporation (IndianQil) retained its
place as the top importer of Russian
crude, displacing Reliance
Industries (RIL). IndianOil bought
17.3 million barrels in June, com-
pared with 23 million barrels in
May. RIL bought 14 million barrels
last month, compared with 16.3 mil-
lion barrels in May.Indian imports
of Russian crude, which accounted
for 45 per cent of its total crude

EYE ON THE OIL BASKET

! AN

Russia Iraq

Total imports

a5

Crudelmpor’rstune
(Units in mn barrels)

June'22|WMay'23 (M June'23

141 1461 144
] . [
SaudiArabia Us

16 5

% June share of total imports

.r""

Source: Kpler

imports in June, have sustained
after strong backing from New
Delhi, with state-run refiners pow-
ering imports of discounted crude.
Traqi and Saudi Arabian shares
came in at 18 per cent and 16 per
cent, respectively, compared with
21 per cent and 14.5 per cent a year
earlier. Saudi supplies to India
are sustained by traditional term
contracts. “Based on current refin-
ery configuration and capacity of
plants to handle Russian crudes,
the share of Russian oil is expected
to be in this range,” observes
R Ramachandran, an oil industry
consultant. If a refiner wants to

increase the processing of Russian
crude, modifications and capital
investments need to be made to the
facilities, says Ramachandran, a
former refinery director at state
refiner Bharat Petroleum
Corporation. India paid around $70
per barrel in May for Russian crude
on a delivered basis, according to
Indian Customs data. Saudi crude
averaged $84 per barrel, while Iraqi
oil, India’s second-biggest supplier
last month, cost $75 per barrel, the
same as the average price of the
Indian crude basketin May. The
basket has ignored Russian pur-
chases in the past while calculating

the country’s average rate,
say industry officials.

The average discounts on deliv-
ered Russian crude average $8-10
per barrel, compared to European
benchmark Brent crude, says an
official from a state-run refiner.

For deliveries of Russian crude
in May, Indian refiners typically

The price of Russian crude applies
on the date of loading the oil for
India. Brent averaged $784 per bar-
rel in March and $84.6 per barrel in
April, according to the US Energy
Information Administration data.
Russian oil supplies exceeded

place orders in March or early April.

the combined shipments of the
next four biggest shippers — Iraq,
Saudi Arabia, the US, and the
United Arab Emirates — in June.

Supply from the US dropped to 7
million barrels in June, from 9 mil-
lion barrels a year earlier. But pur-
chases in June, when Prime
Minister Narendra Modi visited the
US, rose 75 per cent from May,
shows Kpler’s ship-tracking data.

The share of the US in the
Indian oil market dropped to 5 per
cent last month, from 7.6 per cent in
June 2021. Purchases from Russia
averaged around 2.1 million barrels
per day in June, predominantly of
the Russian Urals, a medium-sour
grade similar to the Gulf crude.

The Urals comprised 71 per cent
of the purchases last month, up
from 67 per cent in May.

India’s total crude imports
totalled 4.7 million barrels per day
in June, flat from May.

The Urals typically trade below a
Group of Seven grouping-imposed
price cap of $60 per barrel, calculat-
ed on a free-on-board basis. Most of
the remaining grades, like the
Sokol, Eastern Siberia—Pacific
Ocean, and Varandey, are lighter,
sweeter, and more premium grades
and trade above the cap.
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Sale of diesel falls in June as
monsoon arrival cuts demand

Demand for diesel fell 3.7 per cent Lo 7.1 million
lonnes in June compared to the vear-ago period

OUR CORRESPONDENT

NEW DELHI: Diesel sales
dropped in June as the arrival
of monsoon cut demand in the
agri sector and reduced vehic-
ular movement, preliminary
industry data showed.

Demand for diesel, the most
consumed fuel in the country
— accounting for about two-
fifths of the total demand, fell
3.7 per cent to 7.1 million tonnes
in June compared to the year-
ago period.

Diesel had soared 6.7 per
cesalesnt and 9.3 per cent in
April and May, respectively, as
agriculture demand picked up
and cars vanked up air-condi-
tioning to beat summer heat.

Month-on-month sales were
almost flat compared to 7.09
million tonnes of diesel con-
sumed in May.

Petrol sales, however, rose
3.4 per cent to 2.9 million tonnes
in June 2023 compared to the
year-ago period. Sales were
unchanged month-on-month,
the data showed.

Petrol and diesel sales have
been on the rise since the second
half of March on the back of a
pick-up in industrial and agri-
culture activity. But the arrival
of monsoon has cooled temper-
atures and reduced demand for
running diesel gensets to irrigate
fields and cut down consump-
tion in tractors and trucks in
the first half of June.

Petrol consumption during

Petrol sales, however, rose 3.4% to 2.9
million tonnes in June 2023 compared to
year-ago period. Sales were unchanged
month-on-month, the data showed

June was 33.5 per cent more
than COVID-marred June 2021
and 20.6 per cent more than pre-
pandemic June 2019.

Diesel consumption was
up 30 per cent over June 2021
and 6.5 per cent higher than in
June 2019.

With the aviation sector
booming with summer trav-
ellers, jet fuel (ATF) demand
soared 6 per cent to 587,300
tonne in June compared to the
same period last year. It was 140
per cent higher than in June
2021 but 4.6 per cent lower than
pre-Covid June 2019.

Month-on-month sales fell
2.4 per cent against 6,02,000
tonnes in May 2023.

The Indian economy has

gained pace with a pick-up in
government and private capital
spending. Manufacturing too
has picked up, while the services
sector has been robust.

The country’s oil demand
during the last few months was
supported by strong industrial
activity, industry officials said.

Cooking gas LPG sales were
down 0.8 per cent year-on-year
to 2.27 million tonnes in June.
LPG consumption was almost
flat compared to June 2021 and
28.5 per cent more than pre-
COVID June 2019.

Month-on-month, the
demand fell 3.4 per cent com-
pared to 2.36 million tonnes of
LPG consumption during May,
the data showed.
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