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Carbon reduction cannot be achieved via EVs alone: Maruti

SOUMYARENDRA BARIK
NEWDELHLOCTOBER 9

EVENAS Maruti Suzuki, India's
biggest carmaker, looks to intro-
duce eectric vehicles in its port-
folio, the company said that car-
bonreduction targetsinthe short
to medium term cannot be
achieved through EVsalone.
“About 75 per cent of electric-
ity is still generated by burning
coal and demand for electricity is
rising due toeconomic growth. In
this decade, amix of technologies
is necessary tolower the carbon
footprint,” the company said in a

presentation made to investors.
Maruti Suzuki is projecting a re-
quirementof 4 million production
capacity by 2031, and its product
mixwill include petrol cars, elec-
tric vehicles, hybrid cars, cars us-
ing CNG, cars equipped for 20 per
centormoreethanol andpossibly
carsoperatingon compressed
biogs.
Thisisinline with the echnol-
ogy-agnostic approach being
sought by automakers such as
Maruti Suzuki and Toyota
Kirloskar Motor, which spells out
emission objectives that manu-
facturers have to meet, imespec-
tive of technology. And there are

alotof technologies to choose
from. Currently, the Centre offers
clear tax incentives for primarily
one category of cars, with practi-
cally all other vehicular techno-
logical platforms clubbed ogether
towards the upperend of the tax
bracket. The govemment's elec-
tric mobilityis largely focussedon
battery electric vehicles as the
platform of choice toreplace the
intemal combustion engine vehi-
cles, with Li-ion seen as the most
viablebattery option for now.
“This mixture of technologies
is necessary in the context of
meeting thecarbon footprint tar-
gets and taking into account the

buying power of customers, infra-
structure situation, and the raw
matenals aailable in the country
for generating clean power,”
Maruti Suzuki said.

The carmaker, which has yet
to launch an electric vehicle in
India unlike some of its biggest
competitors,expects thataround
20 per cent of cars sold by the
company by 2031 would be EVs.
Another 25 per cent could be hy-
brids and the rest would use
ethanol, (NG and possibly CBG
(Compressed BioGas )

With six new EV launches
lined up, the carmaker’s portfolio
will swell from 17 offeringsto

around 28 models. The total
capex required to aid future
growthwil be as muchas Rs 125
lakh crore, the company old itsin-
vestors.

The companyisaimingtoadd
2 millon additional capacity nthe
next seven years, with work al-
ready having started at
KharkhodainHaryanawherethe
first line of 250,000 units is ex-
pected to go into production in
early2025and, whichuld each
a1 milion capacityin 2028, A sec-
ond site for 1 million units is un-
der selection and work will art
in 2024,
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CENTRE FORM
COMMITTEE TO
SEARCH NEW 10C
CHAIRMAN

FC CORRESPONDENT
With input from agencies
NEW DELHI, OCT. 9

The Centre has constitut-
ed a three-member com-
mittee for selection of the
new 10C head. It will be
headed by the govern-
ment head-hunter Public
Enterprises Selection
Board (PESB) chairper-
gon and include the oil
secretary as a member.
However, no timeframe
hag been set.

The government in
August gave a one-year
post-retirement extension
to IOCs incumbent chair-
man Shrikant Madhav
Vaidva. Vaidva, who took
over as the chairman of
[OC on July 1, 2020, was to
retire after attaining the
superannuation age of 60
years at August-end. His
current contract is till
August 31, 2024, or till the
appointment of a regular
incumbent to the post, or
until further orders,
whichever is the earliest.

The oil ministry recom-
mended an extension of
service for Vaidya after
PESE in May did not
make any recommenda-
tion for the next chairper-
son of 10C after inter-
viewing 10 candidates.
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Conflict Won’t Hurt Oil Supplies to India: Puri

Sanjeev.Choudhary
@timesgroup.com

New Delhi: The Israel-Palestine con-
flict will not hurt crude oil supplies to In-
dia, petroleum and natural minister
Hardeep Puri said on Monday, adding
that the government is watching the si-
tuation very carefully,

Oil prices rose around 3% on Monday
to $87 per barrel, following an armed
conflict between Israel and the Palesti-
nian militant group Hamas which left
more than 1,000 people dead in three da-
ys. Prices were still lower than the $95
per barrel reached two weeks ago.

“The place where the action is taking
place is in many respects the centre of
the global energy industry. So, we will
watch very carefully. And I think as we
go along, we will navigate our way thro-
ugh this,” said Puri.

India will continue to get its oil suppli-
es, he said. “Today the world that you are
facing isnota world which is characteri-
sed by shortage of crude,” Puri said. “I
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mean the amount of crude oil that is re-
quired to sustain the current level of
consumption, which is about 100 or 102
million barrels a day (imbd), is available.
But some fivembd has been taken off the
market. Sothat’s the issue.”

Puri has been underlining the point
that artificial production cuts by
OPEC+, the group of nearly two dozen
oil-producing countries led by Saudi

@ cLoseviGiL

The place where the action
istakingplaceisinthe
centre of the global energy
industry. So, we will watch
very carefully and navigate

our way through this
HARDEEP PURI

Petroleum and Natural minister

Arabia and Russia, were pushing up oil
prices, causing hardships to economies
like India which depend largely on im-
ports for energy.

Petroleum and natural gas ministry of-
ficials and industry executives said if
the conflict escalates and spreads to so-
me producing countries or hinders sea
transport, both supply and prices will be
affected. “Traders worry about daily

prices. For us, monthly average prices
are important,” said a refinery executi-
ve, who did not wish to be identified. “If
the conflict subsides in a few days and
prices cool off, it would have no signifi-
cance for refiners.”

Sustained higher prices, however, wo-
uld translate into lower or negative mar-
keting margins for refiners as domestic
retail prices have been hard torevise.

A government official said if ships are
hit or the sea lanes are hindered in some
way, there will be a price spike.

“The US would want to keep oil prices
in check and avoid any measure that
curbs global supply,” said a refinery ex-
ecutive, adding that the Biden admini-
stration wouldn't like the US pump pri-
ces torise going into the election year.

Another industry executive said on
condition of anonymity that it's hard to
predict how the conflict will evolve as it
is not just about the two warring parties
but involves the geopolitical ambitions
of many regional powers such as Iran,
Saudi Arabiaand Turkey, which are see-
king to be leaders of the Muslim world.
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Crude prices above $100/bbl not sustainable: Oil Minister

Our Bureau
New Delhi

Emphasising that the world
today is not categorised by a
shortage of crude oil, Oil Min-
ister Hardeep Singh Puri on
Monday said oil prices above
$100 per barrel (bbl) will not
be sustainable.

Speaking to presspersons
on the sidelines of the 26th
annual Energy Technology
Meet (ETM), Puri said oil
producers have the sovereign

right to increase or decrease
crude oil prices, but this
would lead to a faster pace of
energy transition in the con-
suming countries.

“Today, I think if you see
global turbulence, which you
are seeing now, | made this
point at the ADIPEC oil and
gas conference in Abu Dhabi
also. I told them categorically
that it’s entirely your call on
how much you want to sell,
etc, but be under no mistake
that if the price crosses a
threshold and it feeds the in-

flationary situation with all
the efforts at interest rates
rising, etc, you will reach a
2008 like situation. Today, en-
ergy prices are crucial for a
global recovery. Somebody
asked me what the threshold
is. Last time in 2008 it crossed
$100 a barrel. Can't keep it
above $100, it will not work,”
the Minister said.

$100/BARREL PRICES

Citing examples, Puri pointed
to India achieving its 10 per
cent ethanol blending target

before the deadline. “We
reached the target of 10 per
cent ethanol blending five
months in advance. Now, we
are at 12 per cent, and the tar-
get of 20 per cent by 2025 can
be achieved easily. The inter-
national community is seri-
ous and the governments are
serious. So, suddenly, biofuels
are coming of age. Ultimately,
it is a choice between fossil
fuels and biofuels,” he added.
The ETM is organised by
the Centre for High Techno-
logy (CHT), under the aegis

of the Ministry of Petroleum
& Natural Gas, with Engin-
eers India (EIL) and Numal-
igarh Refinery (NRL) as
co-hosts.

Earlier this month, Puri
emphasised that oil prices
above $100 a barrel will lead
to “organised chaos”.

ISRAEL-HAMAS STIR

Puri said the government is
closely monitoring the situ-
ation in West Asia. “India will
handle it with maturity. The
Prime Minister’s statement is

very clear. So far as energy is
concerned, let us be abso-
lutely clear that the place
where the action is taking
place is in many respects the
centre of global energy. We
will watch carefully as we go
along, we will navigate our
way through this. These kinds
of uncertainties only encour-
age people to move into sus-
tainable, cleaner fuels. I cited
the global biofuel alliance as
anexample,” he added.

On the impact of the con-
flict on crude oil prices, the

Minister said “Today, the
world is not categorised by
shortage of crude oil. I mean
the amount of crude oil that is
required to sustain current
levels of consumption, which
is about 100 or 102 million
barrels per day (mb/d). That
is available, but some 5 mb/d
has been taken off the market.
So that is the issue. It is a sov-
ereign choice and we respect
those who decide. But,
equally when we have to exer-
cise a choice, we'll take the
transition quicker.”
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Fuel price hike unlikely
despite 5% crude spike

Sanjay.Dutta@timesgroup.com

New Delhi: The Israel-Ha-
masconflict will send India’s
state-run fuel retailers back
tosquareoneasthe Centre is
unlikely toallow an increase
in pump rates in the face of
resurgent oil prices rene-
wing inflation worries ahe-
ad of erucial state polls.

Benchmark Brent crude
spiked over 5% to $89 a barrel
before settling at $87.8 on
Monday, reversing last week’s
downward trend that saw oil
sliding 11% in the sharpest
weekly fall since March.

There is no immediate
risk of supply disruption as
Israel is not a major oil pro-
ducer, but thereare concerns
that the situation could raise
tensions across West Asia
and prompt stricter enforce-
ment of Iranian oil, tighte-
ning market balance, “Incre-
asing geopolitical risk in the
Middle East should support
oil prices... higher volatility
can be expected,” ANZ Bank
said in aclient note.

India will handle this

with maturity. We will
navigate through this. These
kinds of uncertainties
only encourage
people to (switch
to) sustainable
and cleaner fuels

Hardeep
Singh Puri

OIL MINISTER -

0il minister Hardeep
Singh Puri exuded confiden-
ce of India navigating thro-
ugh the situation and hand-
ling the country’s energy ne-
eds. “India will handle this
with maturity We will navi-
gate through this. These
kinds of uncertainties only
encourage people to (switch
to) sustainable and cleaner
fuels,” he told reporters.

But volatility will test the
government’s inflation and
fiscal management in an
election year. Raising prices
at this juncture will stoke in-
flation and give the opposi-
tion ground to target the ru-

ling party in polls.

This will leave the state-
runfuelretailers holdingthe
can as margins on petrol and
diesel will turn negative on-
ce again on continued freeze
on retail rates. The three do-
minant state retailers —
I10C, HPCL and BPCL — had
suffered a combined loss of
Rs 21,000 crore in the first
half due to frozen fuel prices
through oil’s high run.

Subsequent easing in oil
prices had turned the margins
positive but the government
allowed the retailers to conti-
nue the freeze on retail rates
for recouping past losses, lea-
ding to healthy profits in the
June quarter. Last week’s
sharp fall in oil prices, which
came after a surge to $97 per
barrel in end-September, rai-
sed hopes of further relief,
which appears short-lived.
Since India meets 85% of oil
needs through imports, costli-
er crude will squeeze the go-
vernment’s leg room for social
welfare spending by inflating
the import and subsidy bills.
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Gaza strife raises worries for
inflation, fiscal math, rupee

Global crude oil prices surged more than 3% on Monday even as stocks tanked amid a risk-averse

stance from investors who rushed to safe-haven assets such as gold

Vikas Dhoot
NEW DELHI

protracted Israel-
A Hamas conflict
could spur oil pric-

es beyond India’s comfort
zone and even if the go-
vernment holds retail fuel
prices ahead of critical
elections, wholesale prices
may spike and a higher im-
port bill could pressure the
rupee, experts said.

Brent crude oil prices
rose over 3% on Monday,
crossing $87 a barrel even
as equity markets around
the world, including India,
came under pressure as in-

On slippery wicket: With elections around the corner, higher fuel
costs may have to be borne by OMCs or the exchequer. REUTERS

vestors turned risk-averse
and rushed to safe haven
assets like gold. Fears of a
wider conflict between Is-
rael and Hamas not only

pulled down the NSE Nifty
0.72% or 141.2 points to
19,512.4, but also dragged
trading volumes on the
NSE to “the lowest in many

weeks”, said Deepak Jasa-
ni, head of retail research
at HDFC Securities.

Bank of Baroda chief
economist Madan Sabnavis
said if the war persists for
even a fortnight or more,
the oil dynamics will
change. Crude oil prices
going beyond $90 a barrel
would pose trouble.

For the Centre, there
could be fiscal implica-
tions. With State and gen-
eral elections looming,
raising fuel prices may be
an unlikely option, but
higher costs will have to be
borne by oil marketing
firms or the exchequer.
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India’s hope of respite in oil prices dashed

S DINAKAR
Amritsar, 9 October

he ongoing Hamas-Israel con-

I flict has disrupted India’s

efforts to gain from a recent

fall in crude oil prices. Since Hamas’

invasion of southern Israel on

October 7, petroleum has become

costlier by around $5 per barrel,

threatening to stoke prices and
impact growth.

Brent crude was trading at $89.8
per barrel on Monday (9.15 pm IST),
up over 4 per cent, thwarting India’s
anticipation of a period of declining
oil prices — after the leading global
petroleum benchmark declined by
around 11 per cent last week.

The price of Brent crude had col-
lapsed by around $12 per barrel --
from $96.6 a barrel on September 27
to $84.6 on October 6, a day before
the Hamas attack.

“0il prices have gone up a bit
because the markets are very anxious,
but there is no panic--I mean, not
yet,” said Narendra Taneja, a Delhi-
based prominent energy expert.
“However, if it escalates into a full-
blown war in the region, then there
will be panic, pushing up oil prices,"
further. The surge in oil prices is the
risk premium in the market.

The region where the conflict is
occurringis the centre of global ener-

gy, said India’s oil minister Hardeep
Singh Puri on Monday. He expressed
confidence that the country would
navigate through this.

However, that won’t be easy
because India imports over 85 per
cent of'its crude needs and has tradi-
tionally been susceptible to volatility
in the oil market. Strategic crude
reserves, which typically aid a nation
during wars and calamities, at 39 mil-
lion barrels provide for only around
7.5 days of India’s crude oil require-
ment, according to government data.

The growing conflict in West Asia
threatens to further impact India’s
fiscal and balance of payments posi-
tion, which was already suffering
from surging oil prices since August,
and hinder New Delhi’s efforts to
control inflation. The Indian crude
oil basket, a mix of Gulf sour and
Brent sweet grades, averaged $93.54
a barrel last month.

*"While an immediate risk to oil
flow as a direct result from the con-
flict is not foreseen but there is a risk
that the conflict may turn into a larg-
er proxy war involving larger global
powers which can have a spiraling
effect," said Sourav Mitra, practice
leader and director, at ratings agency
Crisil. *"Asfar asIndia isconcerned,
an increase of $10 per barrel in oil
prices can lead to a 45 to 60 basis
point increase in CPL." While the loss

Watching situationin
Israel closely: Puri

0il Minister Hardeep Singh Purion Mondaysaid India
iswatchingthe situation closely in Israel.
Oil prices rose over$3 a barrel on Monday following
military clashes between Israel and the Palestinian
Islamist group Hamas.

""So faras energy isconcerned, letus be absolutely
clearthatthe place where the action istaking placeisin
many respectsthe centre of global energy. We will
watch very carefully aswe go along, we will navigate
ourway through this," he said. He also said Indian

oilfirm are targeting net zero by 2046 asthey
decarbonise operations. PTI

sharing between OMCs and the gov-
ernment is slightly opaque, one can
expect a 10 percent oil price rise to
negatively impact India’s growth by
0.09% to 0.11%, Mitra added.

At 4.2 million barrels a day in
imports of crude in September,
according to market intelligence
agency Kpler data, itlooked like India
would have saved $50 million every
day, and around $1.5 billion a month
if Brent had continued to remain low
in October. But as of Monday, India
will pay around $17 million more

every day, and half a billion dollars
more on crude imports for the month.

India’s rising import costs are con-
servative, based on the assumption
that the conflict deflates quickly and
Brent crude stabilises. However, ANZ
Bank warned in a client note that oil
prices will be supported by increas-
ing geopolitical risk in West Asia and
will be accompanied by higher
volatility.

Earnings at refiners are already
looking weak for the July-September
quarter, but a crash in oil prices ear-

lier this month gave hope to state-
run oil companies that they can
make up for lower profitsin last quar-
ter by performing better during this
quarter (Q3FY24), said a Mumbai-
based refiner. Given the Assembly
polls in five states in November and
the Lok Sabha election in 2024, the
official expects negative marketing
margins to continue this financial
year because New Delhi will veto any
proposed hike in pump prices of
petrol and diesel.

“We expect OMC (oil marketing
company) results to be operationally
weaker for July-September, owing to
a sharp fall in marketing gains of
petrol and diesel due to the rise in
benchmark prices,” said Mumbai-
based brokerage Prabhudas Lilladher
in a note today. State OMCs likely
have incurred a marketing loss of
Rs2-6 a litre at a gross level during
July-September 2023 due to high
diesel crack spreads in the interna-
tional market, said Paras Pal, senior
analyst at India Ratings & Research.

Israeli Prime Minister Benjamin
Netanyahu and his Cabinet have
declared a war on Hamas, and
launched airstrikes in Gaza. It is
unclear how far this battle will con-
tinue, especially considering that
what one expected was a short war
between Russia and Ukraine has sol-
diered on for 19 months.
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India watching military
conflict in the Middle
East closely, says Puri

AGENCIES
NEW DELHI,OCTOBER9

INDIA, THE world's third-biggest
oilimporter, iswatching the on-
going conflictinthe Middle East
closely, the country's oil minis-
ter Hardeep Singh Puri said on
Monday.

Oil prices rose over $3 a bar-
rel on Monday as military
clashes between Israel and the
Palestinian Islamist group
Hamas deepened political un-
certainty across the Middle East
and raised concems about sup-
plies.

"The place where action is
taking place is in many respects
the centre of global energy... as
we go along we will navigate
throughthis,” Puri told reporters
at an industry event in New
Delhi,

Global uncertainties of such
nature encourage people to use
sustainable, cleaner fuels, Puri
said, adding that$100 perbarrel
crude oil prices was unsustain-
able. Higher oil prices typically
lead to surge in inflation and
hurts growth in large-scale im-

Union minister Hardeep
Singh Puri. Ale

porter like India.

Lastweek, India had urged oil
producers to show “sensitivity”
towards consuming countries,
hit by prices largely trading
above 590 a barrel since Saudi
Arabiaand Russiadecided toex-
tend voluntary cuts to year-end.

Talking about biofuelin India,
he said, "We reached the target
of 10 per cent ethanol biending
five months beforehand. Now
weareat 12 percent and the tar-
getof20 percent by 2025 canbe
achievedeasily”.
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Indian oil companies targeting net zero
ahead of deadline: Minister Hardeep Puri

NEW DELHI: Indian oil com-
Eanies are targeting net zero

y 2046 as they decarbonise
operations to cut emissions and
transition to cleaner fuels, Oil
Minister Hardeep Singh Puri
said on Monday.

While India has pledged net
zero carbon emissions by 2070,
state-owned companies have
set targets ranging from 2038
(ONGC) to 2046 (10C).

“Indian energy sector is on
the cusp of a transition and is
rapidly moving towards the cen-
tre of global oil and energy mar-
ket as we are set to become a
$5 trillion economy,” Puri said,
addressing the 26th Energy
Technology Meet here.

India’s energy demand, he
said, will continue to provide
fuel for future economic growth.

India is the world’s 3rd larg-
est consumer of oil, 3rd largest
LPG consumer, 4th largest LING
importer, 4th largest refiner, and
4th largest automobile market.

The country is likely to
account for 25 per cent of global
energy demand growth over the
next two decades, he said.

While the oil demand
grows, Indian companies have
set ambitious net zero emis-
sion targets.

The transition, he said, will
be a gradual shift from fos-
sil fuels to cleaner fuels and
renewables.

The minister said high oil
prices accelerate the energy
transition.

On the Israel-Palestine con-
flict, he said India is watching
the situation closely.

Oil prices rose over $3 a bar-
rel on Monday following mili-
tary clashes between Israel and
the Palestinian Islamist group
Hamas.

“So far as energy is con-
cerned, let us be absolutely clear
that the place where the action is
taking place is in many respects
the centre of global energy. We
will watch very carefully as we
go along, we will navigate our
way through this,” he said.

Talking about biofuel in
India, he said, “We reached the
target of 10 per cent ethanol
blending five months before-
hand. Now we are at 12 per cent,
and the target of 20 per cent by
2025 can be achieved easily”.

India today is the 4th largest
refiner having a refining capac-
ity of 254 million tonnes per
annum after the United States,
China and Russia. This refin-
ing capacity is further being
increased to 310 million tonnes
by 2028 with a view to becom-
ing a major refining hub for
exports of refinery products.

On the recently launched
Global Biofuels Alliance, he
said this presents a $500 bil-
lion opportunity globally as the
less polluting fuel is taken up
globally. PTI
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The country is likely to
account for 25 per cent of glob-
al energy demand growth over
the next two decades, he said.

While the oil demand
grows, Indian companies have
set ambitious net zero emission
targets.

The transition, he said, will
be a gradual shift from fossil
fuels to cleaner fuels and renew-
ables.
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The minister said high oil
prices accelerate the energy
transition.

On the Israel-Palestine con-
flict, he said India is watching the
situation closely.

il prices rose over USD 3
a barrel on Monday following
military clashes between Israel
and the Palestinian Islamist
group Hamas.

"So far as energy is con-

irms targeting net
of deadline: Puri

cerned, let us be absolutely clear
that the place where the action
is taking place is in many
respects the centre of global
energy. We will watch very care-
fully as we go along, we will nav-
igate our way through this,” he
said.

Talking about biofuel in
India, he said, "We reached the
target of 10 per cent ethanol
blending five months before-
hand. Now we are at 12 per cent,
and the target of 20 per cent by
2025 can be achieved easily”.

India today is the 4th largest
refiner having a refining capac-
ity of 254 million tonnes per
annum after the United States,
China and Russia. This refining
capacity is further being
increased to 310 million tonnes
by 2028 with a view to becom-
ing a major refining hub for
exports of refinery products.

On the recently launched
Global Biofuels Alliance, he
said this presents a USD 500 bil-
lion opportunity globally as the
less polluting fuel is taken up
globally.
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Israel Orders
Shutdown of
Key Gas Field

Jerusalem:Israel orderedthe
shutdown of a major gas field
run by Chevron Corp, citing
safety concerns after violence
erupted at the weekend.

“Ourtoppriority isthesafety
of our personnel, the commu-
nities in which we operate, the
environment and our faciliti-
es,” Chevron said in an emai-
led statement. The company is
still supplying customers in
Israel and in
the region
from another
major project
called Leviat-
han, Chevron
said.

Gas discove-
ries in Israel
over the last
two decades
have transformed the econo-
my and furned it into an ex-
porter of the fuel. Some of the
supply goes to Egypt which in
turn pushes it to Europe, just
as the continent was seeking
alternatives to Russian pipeli-
neflows.

Tamar's stoppage may result
in lower onward shipments or
even delays after Egypt plan-
ned to resume liquefied natu-
ral gas exports thismonth just
ahead of the European winter.
Gas prices in Europe were tra-
ding11% higher. Bloomberg

FILE PHOTO



BUSINESS LINE, Delhi, 10.10.2023

Oil consumption
tojump 167%in
2 decades: OPEC

I
Bloomberg

OPEC raised forecasts for
global oil demand through to
the middle of the century,
even as the world shifts away
from fossil fuels to avert
catastrophic climate change.

Oil  consumption  will
climb 16 per cent over the
next two decades to reach
116 million barrels a day in
2045, about 6 million a day
more than previously pre-
dicted, the Organization of
Petroleum Exporting Coun-
tries (OPEC) said in its
World Oil Outlook.

Road transportation, pet-
rochemicals and aviation will
drive the growth, it said. In-
diarepresents the biggest ex-
pansion, more than doubling
its consumption toalmost 12
million barrels a day, fol-
lowed by China, with a gain
of 4 million a day, or 26 per
cent.

“There has been pushback
against the opinion that the
world should see the back of
fossil fuels, as policies and
targets for other energies fal-
ter due to costs and a more
nuanced understanding of
the scale of the energy chal-
lenges,” OPEC Secretary-
General Haitham Al Ghais
said.

Western leaders are re-
evaluating climate policies as
they face voters exhausted
by inflation, with the UK last
month delayinga ban on pet-
rol car sales. Energy compan-
ies BP Plc and Shell Plc have
shifted their focus back to
their traditional oil and gas
businesses after experiment-
ing with a faster switch tore-
newable energy.

Yet few consider unabated
use of hydrocarbons on the
timeframe envisioned by
OPEC as tenable.
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pec raised forecasts
forglobal oil demand
through to the mid-

dle ofthe century, evenasthe
world shifts away from fossil
fuels to avert catastrophic cli-
mate change.

Oil consumption will climb
16% over the next two decades
to reach 116 million barrels a
dayin 2045, about 6 milliona
day more than previously pre-
dicted, the Organization of
the Petroleum Exporting
Countries (Opec) said in its
World Oil Outlook.

Road transportation, petro-
chemicals and aviation will
drive the growth, itsaid. India
representsthe biggest expan-
sion, more than doubling its
consumption to almost 12 mil-
lion barrelsaday. followed by
China, with a gain of'4 million
aday, or 26%.

“There has been pushback
against the opinion that the
world should see the back of
fossil fuels, as policies and tar-
gets for other energies falter
due to costs and a more
nuanced understanding of
the scale of the energy chal-
lenges,” Opec secretary-gen-
eral Haitham Al Ghais said.

Western leaders arereeval-
uating climate policies as they
face voters exhausted by
inflation, with the UK last
month delayingaban on pet-
rol car sales,

Energy companies BP Plc
and Shell Plc have shifted
their focus back to their tradi-
tional oil and gas businesses
after experimenting with a
faster switch to renewable
energy.

Yet few consider unabated
use of hydrocarbons on the
timeframe envisioned by
Opec as tenable,
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Primary energy demand in India will more than double by 2045: Opec

World 0il Outlook 2023 says India will require 38.5 million barrels of oil equivalent per day (mboe/d) in 2045

India's primary energy demand will reportsaid. India's energy demand will

Lo Primary energy demand Share of world

nearly morethan doubleto38.5 million alsoreach 10 per centof global demand, (Million barrels of oil equivalent per day) demand(%)
barrels of oil equivalent perday up from 6.6 percent currently. - =
(mboeld) in 2045, the Organization overall, energy demand is set to Region 2022 2025 2045 Growth 2022 2045
ofthe Petroleum Exporting Countries declinein Europe and stagnate in both OECD Americas ~ 55.4  55.4  55.9 0 19.0 - 15.6 _
(Oped) hassaid in its 2023 World 0il Asia Pacificand Americas near current OECD Europe 3.7 3L 2 -02W e _ 8.9 _
Outlook. However, it will remain half of levels. As aresult, energy demand : P
China's 77.4- mboe/d. growth will be driven bythe non-0ECD OECD Asla Paciric [REEE NEE L sl o =l _ 2.1 '

Released on Monday, the annual region, which issetto increase by 69 Total OECD 106.6 1071 105.9 0 36.7 - 29.5 -
reportsays global primary energy mboeld over the outlook period. With India 19.2 21.3 38,5 3.1 4 6.6 _ 10.7 _
demand issettoincrease fromaround average long-term growth of 6.1percent  china 73 752 T1L 0.: 4 24.5 - 21.6 Il
291 mboe/d in2022to close to 359 perannum, Indiais expected to remain : »
mboe/d in 2045, an increase of 68.3 the fastest-growing major developing RU5SlE Bl LB | e 0.1 G _ b2
mboe/d, or23 percent over the outlook country. China and India alone are setto OPEC 203 228 347 2.4 4 7.0 _ 9'7'
period. Ofthis, around 28 percentofthe accountformore than athird ofthe Total Non-0ECD 184.3 196.8 253.3 1.4 4 643 _ 70.5 _
demand growth in non-OECD global economy in 2045. World* 290.9 303.9 359.2 = 0.9 4 100 NN 100
economieswill or'lginate in India' the SUBHAYAN CHAKRABORTY Note: *Total doesn'tadd up since other regions not shown; **ill 2045 (% p.a) Source : OPEC
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Rising energy

coststoweigh
onIndialnc

BS REPORTERS
Mumbai, 9 October

India Inc is bracing for a
stormy time ahead as rising
energy costs are expected to
increase the expenses for all
companies and stoke inflation
after the Hamas attack on
Israel sent jitters through
worldwide markets, including
oil prices, on Monday.

Barring a few companies
like Adani Ports, which
acquired Haifa Ports in
January this year for $1.2 bil-
lion, and Sun
Pharmaceuticals, which owns
a stake in Taro
Pharmaceuticals Industries,
not many Indian companies
have direct exposure to Israel.

An Adani Ports & SEZ
(APSEZ) statement said the
company was closely moni-
toring the situation atits port,
which is situated in the North,
far away from the conflict
zone. The contribution of
Haifa Port to the APSEZ’s total
cargo volume is relatively
small at 3 per cent.

“For this financial year, we
have guided for Haifa cargo
volumes in the range of 10-12
million tonnes (mt) and
APSEZ’s total cargo vol-
ume guidance of
370-390 mt. In the

initial six l
months, the
APSEZ’s total

<)

remain confident in the
APSEZ’s business perform-
ance,” the spokesperson said.
APSEZ stock closed 4.8 per
cent down, while the BSE
Sensex was down 0.73 per
cent.

“We have taken measures
to ensure the safety of our
employees, and all of them are
safe. We remain fully alert and
prepared with a business con-
tinuity plan that will enable
us to respond effectively to
any eventuality,” the
spokesperson said.

Sun Pharmaceuticals did
not comment, but the Israel-
based company had reported
sales of $573 million in the
financial year ended March
2023 and a profit of $25.4 mil-
lion. Whilesome Indian phar-
maceutical companies export
their products to Israel, ana-
lysts said the volume was neg-
ligible. Officials of top IT firms
said Indian IT firms do not
have any exposure to Israel.

Interestingly, Indian oil
and gas production compa-
nies like ONGC and Reliance
Industries would significantly
benefit from the sharp spike
in crude oil prices. Analysts
said companies involved in

the oil production and
exploration would

benefit from the 5
per cent higher
crude oil prices,
while industries

cargo volume that rely heavily
was 203 mt, of on energy con-
which the Haifa sumption  may
share was 6 mt. We face  challenges.
(ompany MP % change

®) (One-day)
0il India s 5

0il & Natural Gas Corp

181.3 0.2

Sun Pharmaceutical Industries  1,123.2 [N B -0.3
Indian il Corp 87.5 -2.6
Adani Ports & SEZ 789.9 I -4.9

Source: Exchange Compiled by BS Research Bureau
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Thiswarisn'tal973 replay for
oil but it could still turn ugly

Crude risks hinge on whether Iran gets dragged into the hostilities

JAVIER BLAS
is a Bloomberg Opinion columnist covering
energy and commodities.

istory doesn’t repeat itself, but it

often rhymes. [So close to] the

50th anniversary of the world’s
first oil crisis, parallels between October
2023 and October 1973 are easy to draw: A
surprise attack onIsrael and global prices
of crude oil rising. But the resemblance
between the two ends there.

The global economy today is notabout
to suffer another Arab oil embargo that
would triple the price ofa barrel of crude.
Yet, it would be a mistake to downplay the
chances that the world faces higher-for-
longer oil prices.

Thesituation right now is fluid, and for
the oil market, everything depends on
how Israel responds to the Palestinian
group Hamas, whichlaunched the attack
on Saturday morning, 6 October, and to
Iran, which typically pulls the strings of
that group. Still [even as crude prices rise],
we can draw afew tentative conclusions at
this point:

One, the crisis is not a repeat of October
1973: Arab countries aren’t attacking
Israel in unison. Egypt, Jordan, Syria,
Saudi Arabia and the rest of the Arab
world are watching the events from the
sidelines, not shaping them.

Two, the oil market itself does not have
anyofthe pre-October 1973 characteristics:
Back then, half a century ago, global oil
demand was surging and the world had
largely exhausted its spare production
capacity. [The scenario differs now.] Oil
consumption growth hasmoderated and
islikely toslow furtheras electric vehicles
(EVs) become a reality around the world.
In addition, Saudi Arabia and the United
Arab Emirates have significant spare
capacity that they use to curb prices, if
they choose to doso,

Three, as importantly, today, members of
OPEC (Organization of the Petroleum
Exporting Countries) aven’t tryingto boost
prices bevond a_few extra doflars: Saudi
Arabia [with its heavy sway over OPEC]
would be content with oil prices rising
another10-20% higher, to just above $100
abarrelfromaround $85 currently, rather
than pushing them more than 100%
higher to $200 a barrel. Just before the
October 1973 oil embargo, OPEC nations
had unilaterally hiked the official petro-
leum prices by about 70%. Although the
embargo is the element most vividly
remembered of the crisis, the price hike
was as crucial.

Four, the fallout could yet have an impact
on oil markets in 2023 and 2024.:The most
immediate impact could come if Israel
concludes that Hamas acted on instruc-

What Israel makes of Hamas's backing may

move crude oil prices REUTERS

tionsof Tehran. In that scenario, oil prices
could go much higher. In 2019, Iran dem-
onstrated, via Yemeni proxies, that it's
able to knock down asignificant chunk of
Saudi oil production capacity. It could do
the same as retaliation if it finds itself
under Israel or American attack.

Five, even if Israel doesn’t immediately
respond to Iran, therepercussionswill likely
affect Iranian oil production: Since late
2022, Washington has turned a blind eye
tosurging Iranian oil exports, bypassing
American sanctions. The priority in
‘Washington wasan informal détente with
Tehran. Asaresult, Iranian oil output has
surged nearly 700,000 barrels a day this
year, the second-largest source of incre-
mental supply in 2023, behind only US
shale. The White House is now likely to
enforce those sanctions. That could be
enough to push oil prices to $100 a barrel,
and potentially beyond.

Six, Russiawill benefit from any Middle
East oil crisis. If Washington enforces
sanctions against Iran, it could create
space for Russia’s own sanctioned barrels
to both win market share and achieve
higher prices. One of the reasons why the
‘White House turned a blind eye on Iranian
oil exports is because it hurt Russia. In
turn, Venezuela could also benefit, with
the White House relaxing sanctions to
case market pressure.

Seven, the Saudi-Israeli diplomatic deal,
which many had pencifled in for early-to-
mid 2024, is a casualty: Even if Riyadh is
likely furious with Hamas, it's difficult to
see how Saudi Arabia’s Crown Prince
Mohammed bin Salman would be able to
sell the deal domestically. That, in turn,
[goes against] the potential for Riyadh
pumping out more oil to help the passage
ofadealin Washington. The other victim
ofthe Hamas-Israel war is the recent Sau-
di-Tranian rapprochement, which itself
was another bearish element for oil.

Eight, finally, akeydifference from 1973,
Washington can tap its Strategic Petroleum
Reseruve to limit the impact on American
gasoline prices—and on President Joe
Biden'’s approval rating. If oil prices surge
because of tensions in the Middle East, the
White House is sure to tap the SPR.
Althoughit'satitslowest level in40 years,
the reserve still has enough oil to deal with
another crisis. ©BLOOMBERG
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