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August fuel demand up
6.5% on factory activity

India’sfuel consumptioninAugustinched up froma10-month
low, data showed on Wednesday, as strong factory activity in the
world's third-biggest oil importerand consumer offset the usual
monsoon lull. Total consumption in August totalled 18.57 million
metrictonnes, up2.5% from18.1 milliontonnesinJuly.  REUTERS
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Brent falls below $90 as markets
shuffle back from supply jitters

LAURASANICOLA
New York, September 6

OILPRICES FELL below 590 a
barrel on Wednesday, after ris-
ing over 1% the previous ses-
sion, on a stronger dollar and
after strong economic data
renewed concerns over high
interest rates.

Brent crude futures fellby 50
centsto589.56abarrel. 1S West
Texas Intermediate crude (WTI)
futures traded at 586.58 a bar-

rel,down 31 cents.

Againsta basket of curren-
cies, the dollarwas at 104.98,
above the six-month high of
104.90 touched overnight. A
stronger dollar can weigh on oil
demand by making the fuel
more expensive for holders of
othercurrencies.

Fueling rate-hike concerns
and denting investorsentiment,
data on Wednesday showed the
ISM non-manufacturing Pur-
chasing Managers' Index (PMI)

came inat 54.5,compared with
expectationsof 52.5.

"This is fuelling worries
about interest rates staying
higherforlonger,and whatdoes
that mean for demand," said
John Kilduff, partnier at Again
Capital in NewYork.

Saudi Arabia and Russia on
Tuesdayextended theirvoluntary
oil cuts to the end of the year, the
former to the tune of 1 million
barrels per day (bpd) and the lat-
terby 300,000 bpd.—REUTERS
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Crude oil edges
away from $90
after OPEC+
leaders extend
supply cuts

I
Bloomberg

Brent oil retreated from $90
a barrel as traders digested a
decision by OPEC+ leaders
Saudi Arabia and Russia to
extend  supply  curbs
through the end of the year.

Brent crude futures were
down by 9 cents to $89.95 a
barrelat 0657 GMT. US WTI
futures traded at $86.60 a
barrel, also down 9 cents.

Crude oil has rallied
sharply this quarter after
the Organization of Petro-
leum Exporting Countries
and its allies adopted group-
wide supply cuts that were
then supplemented by addi-
tional, voluntary reduc-
tions.

Goldman Sachs Group
Inc said that the moves by
OPEC+ brought bullish
risks to its outlook for
prices, according to a re-
port.
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G20 aims to triple renewables
capacity; caveat to fossil fuel

RAJESH KUMAR SINGH, LOU DEL
BELLO & JORGE VALERO
September &

GROUP OF 20 nations will aim to
triple the renewable energy capac-
ity by 2030, though they have also
offered support to the technology
that can sustain the use of fossil
fuels, easing concerns from Russia
and Saudi Arabia that had previ-
ouslystalled a deal.

Members will make a commit-
ment to “pursue and encourage”
efforts to meet the target to increase
clean energy generation, according
to sources.

The bloc will also call for a simi-
lar impetus in the deployment of
abatement technologieslike carbon
capture that can reduce emissions
fromthe use of gas,coaland oil, said
sources who asked not to be named
as the detailsaren’t yet public.

Even so0, the outcome offers

some new momentum in the

energy transition after global con-
cerns over supply securityand costs
had begun to erode progress on a
shift away from fossil fuels. It also
hands a boost to G-20 host India
and to the UAE, organizer of this
year's COP28 climate gathering,
which had urged major nations to

back the renewables plan.

Discussions between G-20
energy ministers in July ended
withoutagreement after SaudiAra-
bia and Russia,among the world's
largest fossil fuel exporters, blocked
the proposed commitment to a
tripling of renewables, German
economy minister Robert Habeck
saidat the time,

Some nations from the West
Asiahad called at those talksforthe
greater use of carbon capture or
other abatement technologies to
address emissions concerns, India’s
power minister RK Singh told
reporters after that meeting,

Carbon capture techaims to trap
carbon dioxide released as fuels are
burned atsites,with a goal of imiting
the dimate impact. Operations have
struggledtoovercometechnical hur-
dlesorreach largescale,and currently
capture about 0.1% of global emis-
sionsannually,. -BLOOMBERG
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Global crude oil
nears $90 barre

New Delhi, Sept. 6: 0il
prices hit a 10-month high
of nearly 390 per barrel as
Saudi Arabia and Russia
extended their voluntary
production and export
cuts until the end of the
vear.

For a nation that is more
than 85 per cent depend-
ent on imports for its oil
needs, the surge in prices
means India will have to
shell out more and the
prospect of returning to
market-driven petral and
tiesel prices in the near
future diminished further

Brent crude prices
surged around 6.5 per cent
over the past week after
Saudi Arabia, which leads
the expanded OPEC+ car-
te]l with Russia, decided to
HEEP- its one million bar
rels a day reduction in
supplies to the global mar-
ket until the end of
December,

Russia has added its own
voluntary export cuts in
recent months.

The move has led to
Brent rising above $90 a
barrel for the first time
this year on Tuesday. On
Wednesday, it was trading
at $89.67 per barrel.

The basket of crude oil
that India imports has
averaged $89.81 per barrel
this month, up from $86.43
in August, according to oil
ministry data. The Indian

basket was hovering in
the range of $73-75 per
barrel in May and June,
rekindling hopes for a
return to market-based
pricing and a reduction in
petrol and diesel prices.
But rates spurt to $80.37
per barrel in July and now
1o near S90.

“Public sector oll compa-
nies had been recouping
losses they incurred for
holding rates when crude
oil prices shot through the
roof last vear. In May,
international oil prices
and retail pump rates had
come at par. “But now
with the prices rising, the
difference between cost
and retail prices will reap-
pear,” an official said.

India imports 85 per cent
of its oil needs.

Petrol and diesel prices
have been on a freeze for a
record 17 months in a row.
Petrol costs 296,72 per
litre in the national capi-
tal Delhi and diesel comes
for T89.62 a litre,. — PTY
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Icra revises outlook for

petrochemicals to negative
on profitability concerns

PTIm NEW DELHI

R ting agency Lcra has revised
the outlook on the petro-
chemicals and basic chemicals
industries to negative from sta-
ble due to weak demand and
global supply glut.

Qutlook on specialty chem-
icals remains stable, with prof-
itability expected to moderate in
FY2024, but not trigger an out-
look change at this stage, it said,
adding that the petrochemical
and basic chemicals industries
are likely to face pressure on
operating rates and profitabili-
ty.

; “The petrochemicals and
basic chemicals industries have
been facing headwinds on
account of weak demand amid
a global supply glut, owing to
capacity expansions in several
chemicals.

“This is likely to exert pres-
sure on the operating rates as
well as profitability of the petro-
chemical and basic chemical
players,” Icra said in a statement.

As for the specialty chemi-
cals segment, while profitabili-
ty is expected to moderate in
FY2024, the extent is expected
to be mild enough to not trig-

ger an outlook change at this
stage.

According to Prashant
Vasisht, senior vice president
and co-group head of corporate
ratings, Icra Ltd, “Tepid global
growth and inflationary pres-
sures in major chemical-con-
suming nations are exerting
pressure on the global demand
of a host of chemicals and thus,
volume growth for these chem-
icals is expected to slow down in
the near term?”

Moreover, sizable capacity
expansions over 2022 to 2024,
are expected to weigh on the
operating rates and would result
in a supply overhang, which is
likely to keep the spreads and
margins under pressure in the
next 2-3 years. While domestic
demand is likely to remain
healthy, dumping of excess out-
put by large overseas producers
is likely to keep profitability
under pressure, he said.

For commodity polymers,
the global demand is expected
to remain muted. While the
European economy has witnes-
sed weak growth and inflation-
ary pressures, the recovery of the
Chinese economy has been slug-
gish despite opening up.

7.9.2023
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India seeks more gas amid emergency measures to end blackouts

Reuters
feedback@livemint.com
SINGAPORE

volumes of natural gas and

has asked utilities to expe-
dite completion of power
plant maintenance, as part of
emergency steps tostop elec-
tricity outages, according toa
government note.

The move follows the
extension of an emergency
law that forces power plants
running on imported coal to
maximize output, as record
power demand in August due
to unusually dry weather, and
asharp decline in hydro and

I ndia is seeking additional

wind energy output resulted
in the country’s widest elec-
tricity shortage in 16 months.

“States may ensure thatall
gas-based power plants with
whom they have power pur-
chase agreements must be
broughtinto use, during high
demand days and non-solar
hours,” the power ministry
note dated 5 September said.

“All efforts to be made to
bring back the units under
forced outage as quickly as
possible,” it said, adding that
states should try to expedite
commissioning of new
renewable and thermal power
plants.

The move could boost

R

India’s LNG imports have fallen for three consecutive financial

years ended March 2023, government data shows.

demand for natural gas, and
push India to seek more lique-
fied natural gas (LNG) cargoes
on the spot market. India’s
LNG imports have fallen for

ELOOMBERG

three consecutive financial
years ended March 2023,
government data shows.
“Additional arrangement
for gas, for running gas-based

stations, from GAIL (Gas
Authority of India Ltd) with
tenders for advanced pro-
curement for generation has
been planned, during upcom-
ing high power demand
months,” the power ministry
said.

India’s power demand has

been growing rapidly after

the covid-19 pandemic, with
strong economic growth
boosting demand from facto-
ries and the summer heat
increasing household con-
sumption.

Coal accounted for over
73% of India’s power genera-
tion during the year ended
March 2023, while renewable

energy sources including
wind and solar make up over
11% of total generation.

Over half of about 25 giga-
watt (GW) of India’s gas-fired
capacity is non-operational
due to relatively high LNG
prices. The share of gas-fired
power in overall output has
fallen from an average of over
3% in the last decade to less
than 2% currently due to high
LNG prices.

Below-average rainduring
the annual monsoon thattyp-
ically runs between June and
end-Septemberisexpected to
resultin lower hydroelectric-
ity output in the coming
monthsand increase stress on

overall supply, the power
ministry said.

“The maximum hydro gen-
eration achieved this year has
beenlessthan 40GW against
45GW last year,” the note
said.

While India’s power grid
faced minimal shortages dur-
ing the day due to abundant
solar power generation and
availability, supply fell short
of demand during the night,
the power ministry said in the
note.

“lIt is pertinent to mention
that the entire onus of meet-
ing non-solar hours demand
falls upon coal-fired genera-
tion,” the ministry said.
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India seeks more natural
gas amid emergency

I
Reuters
Singapore

India is seeking additional
volumes of natural gas and has
asked utilities to expedite com-
pletion of power plant mainten-
ance, as partof emergency steps
to stop electricity outages, ac-
cording to a government note
seen by Reuters.

The Power Ministry is ad-
vising States to expedite com-
missioning of all new power
plants and operate gas-fired
plants at full capacity, the note
said.

“In order to cater to the high
demand situation, all available
resources in the grid are being
harnessed. It is pertinent to
mention that the entire onus of
meeting non-solar hours de-
mand falls upon the coal fired
generation,” the note said.

The country’s power de-
mand has been growing rapidly,
with strong economic growth
boosting demand from factor-
ies and the summer heat in-
creasing household consump-
tion. Hydro-power generation,
meanwhile, has fallen due to
POOr MONSOON rains.

Electricity =~ consumption
peaked at a record 223 GW in
June, up from a peak of 212 GW
in June 2022, according to the

measures to end blackouts

The Power Ministry is advising
States to expedite
commissioning of power plants

Grid Controller of India.

The Central Electricity Au-
thority, an advisory body to the
federal Power Ministry, had said
last year that India might have
toaddasmuchas 28 GW of coal-
fired power in addition to the
plants under construction to
address surging power demand.

LACK OF RAINS
Below-normal rains have resul-
ted in lower hydro-power gen-
eration which is likely to drop
further after September-Octo-
berwith the withdrawal of mon-
soons, the note said.

“The maximum hydro gener-
ation achieved this year has
been less than 40 GW against 45
GWlastyear,” the note said.

“A similar trend is visible in
wind generation also, which is
higher =~ from June to
September.”
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Oil nears $90
forfirst timein
2023

New Delhi: Oil prices hit a
10-month high of nearly
$90 per barrel as Saudi
Arabia and Russia ex-
tended their voluntary
production and export
cuts. The surge in prices
means the prospect of re-
tuming to fuel prices nthe
near future diminished
further PTI
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Oil nears $90 for first time in
2023, reduces chances of petrol,
diesel price change in India

PTIm NEW DELHI

Oii prices hit a 10-month
high of nearly USD 90 per
barrel as Saudi Arabia and
Russia extended their voluntary
production and export cuts
until the end of the year.

For a nation that is more
than 85 per cent dependent on
imports for its oil needs, the
surge in prices means India
will have to shell out more and
the prospect of returning to mar-
ket-driven petrol and diesel
prices in the near future dimin-
ished further.

Brent crude prices surged
around 6.5 per cent over the past
week after Saudi Arabia, which
leads the expanded OPEC+ car-
tel with Russia, decided to keep
its one million barrels a day
reduction in supplies to the
global market until the end of
December.

Russia has added its own
voluntary export cuts in recent
months. The move has led to
Brent rising above USD 90 a bar-
rel for the first time this year on
Tuesday. On Wednesday, it was
trading at USD 89.67 per barrel.

The basket of crude oil that

India imports has averaged USD
89.81 per barrel this month, up
from USD 86.43 in August,
according to oil ministry dgata.

The Indian basket was hov-
ering in the range of USD 73-75
per barrel in May and June,
rekindling hopes for a return to
market-based pricing and a
reduction in petrol and diesel
prices.

But rates spurt to USD
80.37 per barrel in July and now
to near USD 90.

“Public sector oil companies
had been recouping losses they
incurred for holding rates when
crude oil prices shot through the
roof last year. In May, interna-
tional oil prices and retail pump
rates had come at par.

“But now with the prices ris-
ing, the difference between cost
and retail prices will reappear,”
an industry official said.

India imports 85 per cent of
its oil needs and its fuel pricing
is indexed to international rates.

Petrol and diesel prices have
been on a freeze for a record 17
months in a row. Petrol costs Rs
96.72 per litre in the national
capital and diesel comes for Rs
§9.62 a litre.
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Oil nears $90 for the
first time in 2023

PTI
Fe;dback@livemint.com
NEW DELHI

il prices hital0-month
high of nearly $90 per
barrel as Saudi Arabia

and Russia extended theirvol-
untary production and export
cuts until the end of the year.
For a nation that is more than
85% dependenton imports for
its oil needs, the surgein prices
means India will have to shell
out more and the prospect of
returning to market-driven
petrol and diesel prices in the
nearfuture diminishedfurther.

Brent crude prices surged
around 6.5% over the past week
after Saudi Arabia, which leads
the expanded Opec+cartel with
Russia, decided to keep itsone
million barrels a day reduction
insuppliesto the global market
until the end of December.
Russia has added its own vol-
untary export cuts in recent
months.

The move has led to Brent
rising above $90 a barrel for
first time this yearon Tuesday.
On Wednesday, it was trading
at $89.67 per barrel.

The basket of crude oil that
India imports has averaged
$89.81 per barrel this month,
up from $86.43 in August,
according to oil ministry data.
The Indian basket was hover-
ing in$73-75 per barrel rangein
May and June, rekindling
hopes for a return to market-
based pricing and a reduction
in petrol and diesel prices.

Butratesspurt to $80.37 per
barrel in July and now to near
$90.

“Publicsector oil companies

India imports 85% of its oil
needs. AP

hadbeenrecoupinglossesthey
incurred for holding rates
when crude oil prices shot
through the roof last year. In
May, international oil prices
and retail pumprates had come
at par. But now with the prices
rising, the difference between
costandretail prices will reap-
pear,” anindustry official said.
India imports 85% of its oil
needs and its fuel pricing is
indexed to international rates,
Petrol and diesel prices have
beenonafreezeforarecord 17
months in a row. Petrol costs
396.72 per litre in the national
capital and diesel comes for
389.62alitre.

State-owned fuel retailers
are supposed to revise petrol
and diesel pricesdaily based on
a 15-day rolling average of
benchmark international fuel
prices but they haven’t done
that since 6 April 2022,

Prices were last changed on
22 May when the government
cut excise duty to give relief to
consumers fromaspike inret-
ail ratesthat followed a surge in
international oil prices.
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Oil prices hit 10-mth high, cut chances of

For a nation that is 85% dependent on imports for its oil needs, the surge in prices means India will have to shell out more

PTI / New Delhi

O1il prices hit a 10-month high of nearly USD 90 per
barrel as Saudi Arabia and Russia extended their volun-
tary production and export cuts until the end of the year:

For a nation that is more than 85 per cent dependent
on imports for its oil needs, the surge in prices means In-
dia will have to shell out more and the prospect of re-
turning to market-driven petrol and diesel prices in the
near future diminished further.

Brent crude prices surged around 6.5 per cent over the
past week after Saudi Arabia, which leads the expanded
OPEC+ cartel with Russia, decided to keep its one
million barrels a day reduction in supplies to the global
market until the end of December:

Russia has added its own voluntary export cuts in re-
cent months.

The move hasled to Brent rising above USD 90 a barrel
for the first time this year on Tuesday On Wednesday, it
was trading at USD 89.67 per barrel.

The basket of crude oil that India imports has aver-
aged USD 89.81 per barrel this month, up from USD 86.43
in August, according to oil ministry data.

The Indian basket was hovering in the range of USD
73-75 per barrel in May and June, rekindling hopes for a
return to market-based pricing and a reduction in petrol

and diesel prices.

But rates spurt to USD 80.37 per barrel in July and now
to near USD 90.

"Public sector oil companies had been recouping
losses they incurred for holding rates when crude oil
prices shot through the roof last year. In May, interna-
tional oil prices and retail pump rates had come at par.

"But now with the prices rising, the difference
between cost and retail prices will reappear;” an industry
official said.

India imports 85 per cent of its oil needs and its fuel
pricing is indexed to international rates.

Petrol and diesel prices have been on a freeze for a
record 17 months in a row. Petrol costs Rs 96.72 per litre
in the national capital and diesel comes for Rs 89.62 a
litre.

State-owmned fuel retailers are supposed to revise
petrol and diesel prices daily based on a 15-day rolling av-
erage of benchmark international fuel prices but they
haven't done that since April 6, 2022.
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Oil prices may remain
ontheboilinshortterm

PUNEET WADHWA
New Delhi, 6 September

Brent crude oil prices surged nearly 9 per
cent in the past fortnight and topped $90
abarrel (bbl) on Tuesday for the first time
since November 2022. Oil breached the
$90 mark after Saudi Arabia and Russia
announced a fresh extension to their vol-
untary supply cuts, amounting to a com-
bined 1.3 million barrel per day (bpd) cut
for another three months through
December.

At 8.37 pm IST on Wednesday, Brent
crude was trading slightly down at
$89.5 a barrel.

Analysts at Rabobank
International expect the crude oil
prices (Brent) to continue their
journey north amid firm

demand and restricted
supply, though economic
updates/releases  from

China could cap the run-
away rally. Brent, they
said in a recent note,
will trade between $72
a bbl and $88 a bbl
until Q4CY23 amid
intermittent spikes.

“Brent crude held
a continuous rally
from $74 a bbl to $85
a bbl over the month
of July, which
marched into August as
well. We see the current
macro overhang and worsen-
ing Chinese economic data to
keep a ceiling on oil prices. However, if
we are incorrect, crude will continue to
consolidate at a higher range, with the next
resistance levels at $93 a bbl and $98 a bbl,”
wrote Joe DeLaura, senior energy strate-
gist at Rabobank International in a recent
note.

Meanwhile, global oil production was
93.9 mn bpd in 2022. The International
Energy Agency (IEA) projects global oil
demand to expand 1.5mn bpd to a record
101.5 mn bpd in 2023, with the US driving
non-Opec+ gains of 1.9 mn bpd.

Oil supply from the Opec+ alliance,
meanwhile, fell by 1.2 mn bpd to a near
two-year low as a voluntary reduction from
Saudi Arabia came into effect. At 50.7 mn
bpd, the bloc’s production was down over

85.0
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2 mn bpd from the start of the year.

Over the same period, producers out-
side the group ramped up their output by
1.6 mn bpd to 50.2 mn bpd but limited
non-OPEC+ gains are expected for the
remainder of the year, the IEA said. For
the year, the agency expects global oil
demand to expand by 2.2 mn bpd to 102.2
mn bpd, its highest ever annual level.

Volatile year

Oil prices have been volatile thus far in
CY23, falling from around $86 a bbl at
the start of the year to around $71 a bbl
in May/June 2023.

The best explanation for oil’s price
decline in the first half of 2023,
according to Christopher Wood,
global head of equity strategy at
Jefferies, remains that the Joe
Biden administration (in the
US) has continued to drain
oil from the Strategic
Petroleum Reserve (SPR),
despite an official state-

ment in October 2022
that it would do the
exact opposite.
Sihe Biden
administration has
78 stopped draining oil
outof the SPR for the
past four weeks,
70 which has coincided
1 with the rally in the oil
Sep6,'23 price. The oil market,
meanwhile, has of late
refocused on the fundamen-
tal supply constraints," Wood

90.1

said.

The two key variables, according to
Paul Hickin, an independent oil market
analyst who runs Petroleum Economist,
are how long Saudi Arabia and Russia con-
tinue their supply cuts, and the economic
data coming from China, which will
impact global oil demand.

“The oil markets are bullish but may be
underplaying the China story as weakness
there will provide a cap. The cuts from
Saudi Arabia and Russia were expected.
Continued production cuts by the Saudis
and a rise in demand can see Brent crude
reach near the $95 a bbl mark. Oil at $100
could be a possibility, but one needs to
ascertain the extent to which it will cause
demand destruction,” Hickin said.
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Oil prices steady after hitting 10-month
high as Saudi Arabia, Russia cut supply

ENS ECONOMIC BUREAU @ New Delhi
CRUDE oil prices remained
steady on Wednesday after
touchinga 10-month high of $90
per barrel in the international
market as Saudi Arabia and
Russiaextended their voluntary
production cut and export.

On Wednesday, Brent crude
price was trading at $89.86 a bar-
relat(7 PM IST) while West Tex-
as Intermediate futures was
trading at $89.86 per barrel. On
Tuesday, Brent crude closed at
$90.04 per barrel for the first
time since November 2022 and
West Texas Intermediate futures
settled at $86.69 per barrel.

The inflated crude price in the
international market will raise
costof India’s crude basket, and
oil marketing companies will
have to shell out more to import

o E TRV TS R 1S o === UINT PRICE ($/BRL)
10088 89.91
80 MWW@Q
60
40
20
00

RN

crude. As per the government
data, the crude basket of India
imports has averaged $89.81 per
barrel this month, up from $86.43
in August. Meanwhile, prices of
petrol and diesel have been on a
freeze for a record 17 months in
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a row. Petrol costs ¥96.72 per li-
tre in the national capital and
diesel comes for 389.62 a litre.
Saudi Arabia decided to keep its
1 million barrels a day cut in
supplies to the global market un-
til the end of December.

7.9.2023
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ONGC Finding it Hard to Get
Offshore Rigs in a “Tight” Mkt

Sanjeev.Choudhary
@timesgroup.com

New Delhi: Finding offshore
rigs has become harder and
more expensive for ONGC as
the market for oilfield services
has become very tight with the
Middle East producers led by
Saudi Arabia and the UAE
amassing a record number of
jackuprigs.

Earlier this year, ONGC so-
ught 12 rigs for its projects but
gotonly 10. New rig contracts it
signed then were about 50%
more expensive than the deals
closed three years earlier. Sin-

cethen, things have gottenonly
more expensive, with some of
the services doubling in price.

ONGC is again in the market
for eight jackup rigs, including
five conventional and three
high-pressure, high-tempera-
turerigs. And thistime, itisnot
taking chances, holding roads-
hows aggressively and trying
toreach out toas many potenti-
al service providers as possib-
le. It has substantially increa-
sed the mobilisation fee and in-
troduced several terms favou-
rable torigsuppliers.

“The market is extremely
tight, something we hadn’t se-
en inavery long time. Globally,

the utilisation rate for offshore
rigs is around 80% normally
but now it has gone above
90%,” Om Prakash Singh, di-
rector (technology & field ser-
vices), ONGC told ET. “Attrac-
ting offshore jackup rigs has
become difficult. So, we are tel-
ling potential bidders why do-
ing business with us could be
rewarding as we are a govern-
ment-run company that alwa-
ys honours contracts and
works on a short payment win-
dow.”

The shortage, however, is not
limited to rigs but extends to
other oilfield services as well
ascrew.
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PUSHP KUMAR JOSHI

CHAIRMAN & MD, HPCL

Plan to Transition to An
‘Energy’ Co: HPCL Chief

Hindustan Petroleum Corp
doesn't want to be at the mercy of
its refining and marketing
business anymore. With over
one-fourth share of India's fuel
marketing, and the second-largest
number of fuel retail outlets, HPCL
ischarting out a growth path
which will expand its balance
sheet and generate new revenue
streams, chairman Pushp Kumar
Joshi told ET's Kalpana Pathakin
aninterview. Edited excerpts:

Any update on HPCL's preferen-
tial shares allotment to govt?
Work is on, but nothing concrete
toshareright now.

HPCL has undertaken expansion of
assets. How far has that reached?
Qur refinery expansions are
progressing well and will be
commissioned in the coming
months. Our pipeline network is
also expanding well. We are
constructingan LPGcavernin
Mangalore whichisinadvanced
stage and by last quarter of this
fiscal or first quarter of next fiscal
we will be able to commission
that. It will bringin alot of
synergies for uson the LPG front.

What about Rajasthan refinery?
Rajasthanrefineryisaz73,000
crore project and is about 69%
complete. Weare planningto
firstcommissionthe refining
partofit, i.e. petrol and diesel, in
2024. We'll not be making LPG
here. We would later commission
the petrochemical unit.

You are also bullishon
renewables and biofuels?
Biofuelsisgoingtobea
significant play. We are doingthe
highest blending in ethanol at
11%. Inour R&D centre we have
developed our own technology
for producing ethanol through
agri-waste and maize etc. We
have alsocommissioned our first
compressed biogas plantin
Budaun, UP. Trialsareonto get
the gas out. Onthe renewables
front, we haveinstalled 30 MWp

of captive solar power capacity
across various locationsduring
2022-23, takingthe total to 84
MWp as of March 31. Qur board
has approved the plantospin
renewablesand biofuelsintoa
subsidiary. We will also be
spinning off our lubes business
intoasubsidiary. Theideaisto
expand the balance sheet and
generate new revenue streams.

What about your plans for the EV
segment and green hydrogen?
We are already partof the EV
valuechain whichincludes
battery technology, logistics and
the end point. Our R&D centre s
doing research on sodium-ion
based batteries. We already have
tieups withindustry players for
battery swapping.

What is HPCL aiming at?
Fromapure hydrocarbon
company, HPCL willbecome an
energy company. We willhavea
play incore refining and
marketing, lubricants, renewables,
biofuel, EVs, green hydrogen and
petrochemical. Thatis our plan.

FORFULLREPORT, GO TO
www.economictimes.com
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.
Russian supply cuts, shrinking

discounts mount India’s troubles

OMCGs will be caughtin crosshairs of higher prices, impending elections and growing losses

SDINAKAR

Chennai, 6 September

ndia’s economy, already troubled
by shrinking global demand for its
goods and services, faces a double
whammy in rising crude oil import
costs from surging prices and shrinking
supplies of discounted Russian oil.

India is staring at a spectre of soaring
crude oil prices and lower shipments
from Russia, its biggest supplier, and from
its traditional West Asian sellers after out-
put cut announcements by Saudi Arabia
and Russia sent Brent crude to its highest
level this year, climbing 25 per centin the
last three months to over $90 a barrel.

Saudi Arabia and Russia said on
Tuesday that they would extend their uni-
lateral additional voluntary cuts of 1 mil-
lion barrels per day (bpd) and 300,000
bpd, respectively, in crude oil supply until
December. These cuts come on top of
combined Opec-plus cuts of more than
3.6 million bpd implemented in
November 2022 and May 2023.

In India, soaring global oil prices will
be juxtaposed with a recent cut of 18 per
cent in the rate of cooking gas cylinders,
an ongoing 17-month freeze in pump
prices of petrol and diesel, a revival of
under-recoveries, or revenue losses, at
state refiners, and uncertainty on how
much it will cost New Delhi to compen-
sate them. Upcoming federal and state
polls further complicate matters.

That leaves Indian state oil companies
caught in the crosshairs of higher oil
prices, supply cuts, impending elections
and growing losses. Cost savings of
around $8-10 billion from Russian crude
in the last 18 months also kept the coun-
try’s current account deficit lower, accord-
ing to Customs data on prices and vol-
umes, and industry estimates. Refiners
will face mounting marketing losses as
crude strengthens, said Prashant Vasisht,
senior vice-president, and group co-head
at ratings agency ICRA.

Diesel was already carrying a negative
marketing margin of X2 per litre in the
first half of August.

AVERAGE PRICE AT WHICH
INDIA BUYS OIL
Mmjune ®July  (valuein$perbarrel)

8
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Saudi
Arabia
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Source: Indian Customs data

Iraq : Russia

Expanding crack spreads on diesel has
also sent marketing margins into negative

territory, he said. Marketing mar-
ginson diesel, India’s biggest con-
sumed fuel, dropped to a negative
2.9 per litre from +310.3 a litre in
the April-June quarter, according
toaSeptember 5 note by Nomura.
Losses will widen further after
European-benchmark  Brent
crude, a peg to calculate Russian oil
prices, crossed $90 per barrel for the first
time since November.

Goldman Sachs said in a note on
Monday that the Opec+ heavyweights
Saudi Arabia and Russia, the world’s sec-
ond- and third-biggest oil producers, will
keepsupply lower for longer, setting a$93

INDIA CRUDE IMPORTS
FROM TOP SUPPLIERS
WAug'22 mjul'3 © Aug'3
(valuesin ‘000 barrels per day)
952
Russia
1,545

Iraq

Source: Kpler data

per barrel 12-month price target for Brent.
UBS Global Wealth Management expects
Brent to jump to $95 per barrel.
Cheap, copious supplies from
Russia had enabled state oil
refiners to post over¥30,000 crore
in combined profits in the April-
June quarter of 2023-24, despite
keeping prices of petrol and diesel
unchanged, according to com-
pany data.

But the second half of calendar 2023
will sharply slash the savings enjoyed by
these companies as crude oil turns cost-
lier, and Russian supplies shrink, analysts
and industry sources said.

Russia’s overall August exports
(excluding shipments to neighbouring

Belarus) were down by about 340,000
bpd compared with the average for the
firstseven months of this year, according
to estimates by UK-based market intelli-
gence provider Energy Intelligence.

Russia supplied around 44 per cent of
India’s oil in July before declining to 36
per cent in August, according to data from
Paris-based market intelligence provider
Kpler. Supplies of discounted Russian oil
to India will moderate to 1.5 million bpd,
or even lower, for the next few months
compared to over 2 million bpd in July, a
drop of 25 per cent or 0.5 million bpd, an
official from a state-run refiner said.

It means that these companies need
to source at least 15 million barrels every
month from more expensive spot or Gulf
sources to make up for Russian reduc-
tions. In July, Russian oil at $68/bl was
cheaper than Iragi Basrah grades by
around $5 a barrel on delivered basis,
according to Indian customs data. Cost
savings over Saudi shipments were close
to $14 a barrel, and by $20 a barrel over
UAE and US deliveries.

Given Iraqi limitations in increasing
supplies, India may have to rely on UAE,
Saudi Arabia and the US to compensate
for Jower Urals volumes but incur at least
$150-$200 million in higher sourcing
costs every month, according to calcula-
tions based on customs data.

Moreover, discounts on Russian
benchmark Urals supplies have also
dropped from April levels, reducing
further the cost advantages gained from
sourcing Russian oil. Discounts averaging
$6 a barrel are half of the discounts avail-
ablein early 2023, a Mumbai-based trader
said. The cut in LPG prices by 3200 for a
14.2kg cylinder also leaves refiners with
less money on the table.

A decline in international LPG prices
by 25 per cent during the first half of 2023,
and the substantial grant of 22,000
crores from the government had left
refiners in a better position, said Hetal
Gandhi, director, research, at ratings
agency Crisil. But the latest reduction in
rates must be absorbed by the refiners
only, analysts added.
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SuzukiR&D
armtosetup
biogas plants
to power cars

Suzuki Motor Corporation, :
the parent of Maruti Suzuki :
India (MSIL), has entered
into a tripartite agreement :
between Suzuki R&D Center
India, a wholly owned sub-
sidiary of Suzuki in India, :
the National Dairy
Development Board (NDDB)
and Banas Dairy to set up
biogas production plants.

The project will make !
fuel for automobiles by
refining methane from bio- :
gas. Four biogas production
plants will be set up in :
Banaskantha district in
Gujarat for 230 -crore :
that will start operations '
from 2025. SOHINI DAS
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