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COP28: Much ado about very little

SMOKESCREEN. The pledges made in the conference amount to nothing, there are no binding commitments

M RAMESH

he words “transitionaway
from fossil fuels” occurring
inthe decision text put out
bythe COP28 presidencyat
the climate conference
seem to have generated a swell of
excitement across the world.

Indeed, itis not without basis. While
the urgent need for bidding goodbye to
all fossil fuels has been well-recognised,
itisfor the first time doing awaywith
‘fossil fuels’ has been formally brought
onboarda decision text. But one would
haveto think hard if itjustifies screaming
headlineslike ‘historic agreement’,
‘beginning of the end of fossil fuels’—
giving the impression that rich countries
have contributed something bigto the
cause of climate action.

The truthisthat COP28 has changed
nothing, The words “transitioning away
from fossil fuels” means that some
people in the room have just

COP meetings typically
end in an explosion of
hype. The ‘loss and
damage’ fund set up at
COP27 in Egypt last year
is a case in point.

acknowledged the presence of the
elephantin the room. The elephant
doesn’t goawayjust because people have
noted thatitis there. So, whereis the
commitment for ‘the beginning of the
end of the fossil fuel era’,as the
UNFCCC pressrelease says?

LOOSELY WORDED

Para28(d) of the textisloose. First of all,
the paragraph “calls on the parties” todo
anumber of things, including
“acceleratingefforts towards
phase-down of unabated coal”and
“transitioning away from fossil fuels”. A
callisnotanagreement.

Theuse of theword “efforts” inthe
context of unabated coal, and the words
“inajust, orderlyand equitable manner”
for fossil fuels mean countries will make
their moves on “best effort” basis.

There is no hammer-nailing of any
country toanycommitment. In the
absence of anybinding commitment,
platitudinous statements have little
meaning.

Nobodyis cutting down fossil fuels
consumption. The US consumption of
natural gasin 2022 wasarecord 32.26
trillion cubic feet. The country’s coal
consumption hasbeenrisingin thelast
three years — it was 594 million tonnes
(mt)in2022.

India’s coal consumption is about 800
mt, butitishome tofour times as many
people inthe USand, unlike the US, has
noother energy source. As forthe EU,
the region’s coal productionincreased 2
per centto 454 mtin 2022, Its natural gas
consumptiondecreased in 2022, but

presumably onlybecause of the Ukraine
war.

Therefore, one should mine reality
from hype. COP meetings typically end
inan explosion of hype. For example,
when the ‘loss and damage’ fund was set
upat COP27in Egyptlastyear, the
reactionwas euphoric, even though the
fund had nota penny.

And now, in COP28, pledges worth
$792 million were received for the fund
(towhich the US,whichis spending
billions on the Ukraine war, has
contributed $17 million), the reaction
againisas though something bighas
happened.

Whenyoulookthroughthe
smokescreen of hype, you see that the
pledges amount to nothing, compared
with the requirement. In 2022, Pakistan
alone suffered loss and damage of $30
billion. When the need is sohuge, afund
of less than abillion dollars is like
offering abanana toahungryelephant.

The need for amechanism for
financially helping acountryhitbya
climate event get back onitsfeethas
been talked about sinceatleast the
Warsaw COP of 2013, when the Warsaw
International Mechanism for Lossand
Damage was setup. Thus, the pledges
received for the L&D fund are too little,
verylate.

USEFULNESS OF COP

Despite decades of negotiations, things
have gotten only worse in terms of
climate change. Should we hold COP
meetings atall? The answer isan
emphatic ‘yes’.

At the time of the Paris conference
(COP210f2015),the world wasona
trajectorytoget hotter by 4 degrees
Celsius by 2100 (over the benchmark of
the average temperatures of the
pre-industrialisation era of 1850-1900.)
Scientists have determined thatupto 1.5
degrees (the “ambition”) things willbe
(sortof ) okay; up to 2 degrees, well, we
can somehow manage; butbeyond 2
degreesitisreallybadand gets worseall
the wayup.

Today, as the recent Emissions Gap
Report of the United Nations
Environment Programme said, the
worldis headed toanywhere between 2.5
degreesand 2.9 degrees, perhaps closer
tothelatter, whichis calamitous. But the
journeyfrom4 degreesto 2.9 could not
have happened but for the COP
conferences. Whileit is debatableasto
what exactlythe COPs have broughtin,
itisundisputable thatalot ofaction has
happened elsewhere because of the
climate alarm rung by the COP
meetings.

Thehope is that things will slowly
reach atipping point soon, bevond which
therewillbeacceleration of actionsata
pace consistent with the need.

Many experts believe that the “1.5
degree target” isn't realisticanymore,
the time for it has passed. The 6*
Assessment Reportof the
Intergovernmental Panel for Climate
Change (IPCC) —ascientificbody
tasked with generating data for
negotiations — has said that Earthis
alreadywarmerby 1.1 degrees. There
isn’t much runwayleft.
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Crude Oil Swings Negative as
Fedspeak Stifles Relief Rally

0il swung from gains to losses on
Friday as hawkish signals from
Federal Reserve officials undercut
arisk-on mood that had shown the
potential to halt crude’s nearly
two-month skid. West Texas Inter-
mediate dropped 0.8% to trade
near$7labarrel, erasinganearlier
advance, after New York Fed Presi-
dent John Williams said it's too

early for officials to
think about cutting
rates in March. The
slide puts crude on
pace for its eighth

é

straight weekly decline. Crude had
rallied the most in about a month
on Thursday, after Fed Chairman
Jerome Powell statement on easy
policy— Bloomberg
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ndia’s liquid fuels consumption to

surge at an average 0.3 mb/d in 2024

L
Rishi Ranjan Kala
MWew Delhi

India’s liquid fuel consump-
tion, which includes crude oil
and refined petroleum
products, is expected to grow
at an average of 0.3 million
barrels per day (mb/d) in
2024, the US EIA (Energy In-
formation Administration)
has said.

According to the US EIA’s
short-term energy outlook
(STEO), global liquid fuel
consumption is projected to
increase by 1.8 mb/d in 2023
and by 1.3 mb/d in 2024.
Most of the expected growth
in liquid fuels demand is in

non-OECD Asia, led by
China and India.
“We expect China’s liquid

fuels consumption to rise by
0.8 mb/d in 2023 and by 0.3
mb/d in 2024. India’s liquid
fuel consumption in our
forecast increases by an aver-
age of 0.3 mb/d in both 2023
and 2024,” itadded.

Liquid fuels include crude
oil and refined petroleum
products, natural gas liquids,
biofuels and liquids derived
from other hydrocarbon
sources (including coal to li-
quids and gas to liquids). It

OUTLOOK. US EIA expects global liquid fuel consumption to
increase by 1.8 mb/d in 2023 and by 1.3 mbj/d in 2024 reuress

does not include liquefied
natural gas (LNG) and liquid
hydrogen.

RISING CONSUMPTION
The US Department of En-
ergy’s statistical and analyt-
ical agency has projected In-
dia’s petroleum and other
liquid fuels consumption at
5.65 mb/d in Q1 2024 calen-
dar year, 5.72 mb/d in April-
June 2024, 5.34 mb/d and
5.68mb/din Q3 and Q4 2024,
respectively.

For the entire 2024, the
world’s third-largest crude
oil importer’s consumption
of liquid fuels as well as crude
oil is projected at 5.6 mb/d,
against 5.31 mb/d in the cur-

rent calendar year and 5.02
mb/din 2022.

OPEC has projected In-
dia’s oil demand in 2024 at
5.59 mby/d against 5.37 mb/d
in 2023 and 5.14 mb/d in
2022,

In Q1 2024, oil demand is
projected to grow by a
healthy 227,000 barrels per
day (b/d), on an annual basis,
OPEC said in its monthly oil
market report of December
2023.

“Distillates are expected
to be the driver of oil demand
growth, supported by har-
vesting, construction and
manufacturing activities. Ad-
ditionally, annual traditional
festivities and the influx of

travellers are expected to
support transportation
activity and boost gasoline
and jet/ kerosene demand.
Overall, in 2024, India is ex-
pectedto seea healthy oil de-
mand growth of 220,000 b/d,
Y-0-Y,” it added.

CRUDE OIL PRICES

The US EIA’s outlook ex-
pects the Brent price to in-
crease from an average of $78
per barrel in December 2023
to an average of $83 per bar-
rel for 2024.

“Our forecast annual peak
in the mid-$80 per barrel
range at the end of Q1 2024,
was about $10 a barrel higher
than futures contracts for
delivery during that period
when we closed STEO fore-
cast runs. We expect OPEC+
production cuts will offset
lower global demand growth,
prevent increases in global
oil inventories, and keep
Brent prices above $80 a bar-
rel next year.

“Although we forecast
crude oil prices to increase
from the current price, we re-
duced our forecast for the
2024 annual average Brent
price by $11 per barrel from
our November STEQO,” it
added.
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India set to buy Venezuelan crude

Puri says India open
toimporting from
any country not

undersanctions
SUBHAYAN CHAKRABORTY

New Delhi, 15 December

he Ministry of Petroleum has

I given its informal nod to oil-
marketing companies (OMCs)

for sourcing crude from Venezuela,
which in October became free from
certain US sanctions, officials said.

Among public sector OMCs, BPCL
is the first one to have placed pur-
chase orders, they said. IOCL and
Reliance Industries have bought
Venezuelan oil in the past.

The decision has been taken even
as more Indian refineries become
capable of handling the ultra-heavy
Merey-16 grade of crude from the
South American country, the
officials added.

“We always buy from Venezuela.

“WWE HAVE ALWAYS BOUGHT
STUFF FROM VENEZUELA. IT'S
WHEN VENEZUELA CAME
UNDER SANCTIONS THAT THEY
WERE NOT ABLE TO SUPPLY"

HARDEEP SINGH PURI
Petroleum and

Natural Gas Minister VO
g
a; 4

We have always bought stuff from
Venezuela. It's when Venezuela came
under sanctions that they were not
able to supply,” Petroleum and
Natural Gas Minister Hardeep Singh
Purisaid at a press briefing on Friday.

He said many refineries, includ-
ing Indian Oil Corporation's (IOC)
Paradip refinery in Odisha, were
capable of processing the heavy

Venezuelan oil.

On October 18, the US Treasury
Department’s Office of Foreign
Assets Control suspended
Venezuela-related sanctions applica-
ble to most 0il and gas sector opera-
tions, which was introduced by the
Donald Trump administration. This
included the sale of oil and gas, as
well as the payment of taxes, royal-

ties, costs, fees, dividends, and prof-
its related to oil.

Before the Covid-19 pandemic,
India had regularly imported crude
oil from the South American country,
which made up 6-7 per cent of the
country’s total oil imports.
Shipments had reached their peakin
2018-19 when $7.24 billion worth of
crude came from the country, which
was India’s fifth largest source of
crude. In 2020-21, this had reduced
to $643 million, followed by no ship-
ments till now.

ONGC has $500 million worth of
dividend payments stuck in its
Venezuelan assets. The company’s
overseas investment arm, ONGC
Videsh, has 40 per cent in the San
Cristobal field in eastern Venezuela.

Diversifying supply

The government is aiming to diver-
sify India’s sources of oil. They added
the rising threat of potential disrup-
tions to the global oil supply, includ-
ing the increasing chances of esca-
lating tensions around the

Israel-Hamas war, has necessitated
this further. “The latest focus on
Venezuela is part of this broader
move,” an official said.

After more than a year of securing
major shipments of Russian crude,
India is increasingly looking to re-
establish supplies from its traditional
partners in West Asia.

In October, the share of Russian
crude in India’s imports slipped to 33
per cent, down from September’s 35
per cent, and much lower than its
historic high of 42 per cent, Reuters
reported.

This has happened even as the
share of Saudi Arabia and Iraq has
crept up in recent months. Estimates
made by London-based commodity
data analytics provider Vortexa,
which tracks ship movements to esti-
mate imports, showed imports from
Russia rose S per cent to 1.68 million
barrels per day.

Average levels of discount have
increased $8-10 per barrel in recent
months, up from around $4 per bar-
rel in July.
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India will buy crude from Venezuela,
any country not under sanctlons Puri

SUKALP SHARMA
NEWDELHI, DECEMBER 15

INDIA WILL buy crude oil from
Venezuela as anumber of Indian
refineries are equipped to
process heavy crudes, Petroleum
Minister Hardeep Singh Puri
said. Withthe United States (US)
easing sanctions on Caracas in
October, India's imports of
Venezuelanod are settoresume
after three years, The minister
said that as amajor international
consumer of crude oil, India is

$TheIndianEXPRESS ;::;

Petroleum Minister
Hardeep Singh Puri. F1

willing to buy oil from any coun-
try that is not under sanctions.
At least three Indian refiners

16 December 2023

are understood to have booked
Venezuelan oil cargoes, which
are expected to land inIndia over
the next couple of months.
Bharat Petroleum Corporation is
also looking tostart importsof oil
from the Latin American country.

“Many of our refineries, in-
duding (I10Cs} Paradip{ refinery),
are capable of using that heavy
Venezuelan oil, and we will buy..
It's when Venezuelacame under
sanctions that theywerenotable
to supply,” Puri said, adding that
indiais willing to buy crude from
any country not under sanctions.

o)

https://epaper.indianexpress.com/c/741 {T]
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India will buy oil from
Venezuela as it’s not
under sanctions: Puri

FE BUREAU
New Delhi, December 15

INDIAWILLALWAYS buy crude oil
fromVenezuelaaslong asitis per-
mitted to, Union pil minister
Hardeep Singh Purisaid onFriday.

“We always buy from
Venezuela. It's when Venezuela
came under sanctions that they
were not able to supply,”Purisaid.

“We are willing to resume (oil
purchases)with anyonewhoisnot
under sanctions,”, he added.

In 2019-20, the country had
imported 6.03 billion worth of
petroleum oil from Venezuela
which made up 99.5% of India's
total imports from the country.

Puri's comments come after
the US eased sanctions on
Venezuelan oilin October.

The minister also said that
many Indian refineries can use
heavyVenezuelan oil.

"Weareina situationwhere we
are utilising 5 million barrels of
crude pilinaday.

“Andour growth isgoingup.So
if Venezuelan oil comes on the
market,wewelcome it," the minis-
tersaid.

According to reports, at least
three Indian refiners — Reliance
Industries (RIL), Indian Oil Corpo-
ration (I0C), and HPCL-Mittal
Energy (HMEL) — have booked
Venezuelan oil cargoes, which are
expected to land in India over the

FINANCIAL EXPRESS 2%

HARDEEP SINGH PURI,

LUMNICN OIL MINISTER

- .

WE ARE IN A SITUATION
WHERE WE ARE UTILISING
5 MILLION BARRELS OF
CRUDE QIL IN A DAY. AND
OUR GROWTH IS GOING
UP. SO IF VENEZUELAN OIL
COMES ON THE MARKET,
WEWELCOME IT

next couple of months.

Bharat Petroleum Corporation
(BPCL) is also looking to start
imports of Venezuelan crude.

India is the world's third-
largest consumer of crude oil and
depends on imports to meet over
85% of itsrequirement.

16 December 2823 o

meantoiean https://epaper.financialexp T}
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Indiawill buy oil from Venezuela, says minister

STATESMAN NEWS SERVICE

MNEW DELHI 15 DECEMBER

Minister for Petroleum and
Natural Gas Hardeep Singh
Purion Friday said India will
always buy crude oil from
Venezuela aslong as it is per-
mitted to.

While speaking to the
media, the minister said,
"India iswilling to buyoil fom
any country thatis notsanc-
tioned and it Venezuelan oil
comes tothe market we wel-
come it.”

Many refineries, including
Indian Oil’s Paradip unit, are
capable of using the heavy
Veneruelan oil, and we will
buy it, Puri said.

Notably, Indian refining
companiessuchas Indian Oil
and Reliance Indusirieshave
already started buying oil
from Venezuelan after the
US lifted sanctions in Octo-
ber as part of Washington’s
strategy to squeeze out Russ-
ian oil from the market.

Hardeep Singh Pun further

said some Indian money is
locked up inVenezuela, refer-
ring toONGC's pending $500
million in dividends since
2014 as the retums on its
stake in Venezuelan oil and
gas projects.

He highlighted that the

16 December 2023

Indian companies currently
refine five million barrels of
oil per day and the country’s
refining capacity is increas-
ing.

It is worth highlighting
that Indiais theworld's third-
biggestoil importer and con-

Sat,
Ehf Mm&“ https://epaper, thestatesman,com/c/74122789

sumer, shipping over 80% ot
its il needs from overseas.
Russia accounts for over one-
third of India’s oil imports.
Indian oil companies have
been makinglarge purchas-
es of Russian oil after the
Ukraine war broke out as it

is available at a discounted
price.

Buying oil fromdiversified
sources helps oil companies
to get it at a lower price.

Ifreports are tobe believed,
Veneruelahas beenoffering
steep discounts to Chinese
independent refiners, who
have been its biggest buyers
of oil through the sanctions.

However, the discounts
have narrowed considerably
inrecentweeksdue totheeas-
ing of sanctions and other buy-
ers now willing to pick up
Venernuelan oil.

In October, the US gov-
ernment broadly eased sanc-
tions onVenezuela soil sec-
tor in response to a deal
reached between the gov-
ernmentand opposition par-
ties for 2024 elections.

The new general license
issued by the US Treasury
Department authorized OPEC
member -Venezuela topro-
duce and export oil to its
chosen markets for the next
sixmonths without limitation.

&
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India will buy
Venezuelan
crude, says
Minister Purl

REUTERS
NEW DELHI

India will buy Venezuelan
oil as some refiners in the
country have the capabili-
ty to process heavy crude,
Petroleum Minister Har-
deep Singh Puri said.

Indian refiners have al-
ready resumed Venezuelan
oil purchases, with Re-
liance Industries, Indian
0il Corp. and HPCL-Mittal
Energy securing cargoes of
Venezuelan oil after the
U.S. lifted sanctions in Oc-
tober. India last imported
Venezuelan crude in 2020.

“Many of our refineries,
including Paradip, (are)
capable of using that heavy
Venezuelan oil,” the Minis-
ter added.
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PSUs Holding It Up
From the Other End

Improved governance can help deliver better

Public sector enterprises (PSEs) are leading the rally in
Indian equities, riding on a government push to clean up
the balance sheets of state-owned banks and an expan-
sion of its capital expenditure. Public sector banks have
built up an adequate cushion after a period of capital in-
fusion by Gol to clean up their bad loans. They have been
aggressively feeding a revival in retail credit as con-
sumptionsurged with thelifting of Covid-19restrictions.
Another section of PSEs has gained from swollen go-
vernment orders onaccountof increased infrastructure
spending and defence procurement. Energy companies
have had toabsorb some of the oil shock since the outbre-
ak of the Russia-Ukraine war, otherwise, the contribu-
tion of the public sector to market capitalisation gains
could have been higher. The state-owned pack is also cat-
ching up with the fancier valuations of private competi-
tors as investors seek opportunities in arising market.

Someof thesedriversareself-liquidating, though. Cre-
dit-led consumption is cooling off rapidly and the cen-

tral bank has sought higher provisio-

19 ning for retail loans to avoid concent-

@ |y 3 ration. GolI’s capex cycle will likewise

o .A',&I N taper off, having crowded in private

9"7‘?14 investment. This will have an effecton

3' AY; the public sector’s capex plans alongs-

1o 119 ide a greater demand for credit from

the private sector. Public sector banks

will also have to become more aggressive with deposit

mobilisation, which may divert some of the household
savings that are flowing into the stock market.

The public sector has delivered during an economic
downturn by reinforcing higher government spending. It
has used the extended slowdown in demand for commer-
cial credit to its advantage. Improved valuation pushes
this advantage further through enhanced access to cre-
dit. As the investment cycle turns, the critical role played
by state-owned enterprises may be diluted. But that does
notdetract from theirrole as economic ballast, arole they
can fulfil better with improved corporate governance.
Thedividendsfrom astrongpublicsectorare substantial.
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Will buy Venezuelan oil,
says Hardeep Puri

Our Bureau
MNew Delhi

India is open to buying
Venezuelan oil with some re-
finers in the country having
the capability to process
such heavy crude oil, Union
Oil Minister Hardeep Singh
Puri said on Friday.

Reportedly, Indian re-
finers are in the process of
resuming Venezuelan oil
purchases after the United
States lifted sanctions in
October.

The last import of
Venezuelan crude into India
was in FY20 to the tune of
$6.03 billion.

“We are willing to buy oil
from any country that is not
sanctioned,” the minister ad-
ded.

“Many of our refineries,
including Paradip, (are) cap-
able of using that heavy
Venezuelan oil. And we will
buy (Venezuelan oil),” Puri
told reporters during a press
conference.

India, one of the largest oil
importers of 80 per cent of
its requirements. It wants to
cut its crude import bill and
is looking to expand its
refining.

Puri said, India currently

Hardeep Singh Puri,
Qil Minister

refines 5 million barrels per
day of oil and the country’s
refining capacity is rising.
“...if Venezuelan oil comes to
market we welcome it,” he

said.
The minister also said
“some Indian refiners’

money is locked up in
Venezuela”, referring to
ONGC which has dividends
pending since 2014 for its
stake in Venezuelan projects.

India has paid an average
price of $84.20 per barrel for
Russian oil in October,
higher than the $60 price cap
set by G7 bloc.

“..if Venezuelan oil comes
on the market, we welcome
it,” the minister said.
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