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‘RIL KG-D6 gas price may be Cut14%’

New Delhi: The priceof natural gas
produced from difficult areas like
KG-D6 of Reliance Industries is lik-
ely to be cut by about 14% from next
month in line with softening energy
prices, sources said. For the six-
month period starting October1, the
price of gas from deepsea and high-
pressure, high-temperature (HPTP)
areas is likely to be cut to around
$10.4 per million British thermal
unit from the current $12.12, they sa-
id. The government bi-annually fix-
es prices of thelocally-produced na-
tural gas — which is converted into
CNG for use in automobiles, piped
to household kitchens for cooking

and used to generate electricity and
make fertilisers.

Two different formulas govern ra-
tes paid for gas produced from lega-
cy or old fields of national oil com-
panieslike Oiland Natural Gas Cor-
poration (ONGC) and Oil
India Ltd (OIL), and for
newer fields lying in dif-
ficult-to-tap areas, such
as deepsea. Rates are fixed on April
1 and October 1 each year. In April
this year, the formula governing le-
gacy fields was changed and indexed
to 10% of the prevailing Brent crude
oil price. The rate was however cap-
ped at $6.5 per mmBtu.—PTI
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® PRICE AT 10-MONTH HIGH

Brent tops
$95 on supply
concerns

Prices on track to
gain for fourth
consecutive session

STEPHANIE KELLY
September 19

OILPRICES JUMPED over 1%
on Tuesday to 10-month
highs,asweak US shale output
compounded supply concerns
from extended production
cuts by SaudiArabia and Rus-
sia. Global benchmark Brent
crudefutureswereup $1.13,0r
1.29%, to $95.56 a barrel by
11:14a.m.EDT(1514 GMT). It
hit a session high of $95.96a
barrel, the highest since
November.

US West Texas Intermedi-
ate crude futures were up
$1.48,0r 1.6%,to $92.96, after
reaching $93.74 a barrel, also
the highest since November.

Prices are on track to gain
for their fourth consecutive
session."The market is starting
to realize that wherever you
look there are concerns about
tight supply,whetherit's crude
oil, diesel or gasoline,” Price
Futures Group analyst Phil
Flynn said. “We're getting a
reality check”

Feedingthose concerns,US
oil output from top shale-pro-
ducing regions is on track to
fall t09.393 million barrels per
day (bpd) in October, the low-
est since May 2023, the US
Energy Information Adminis-
tration said on Monday. That
would be a third consecutive
monthly fall. Those estimates
come after Saudi Arabia and
Russia, as part of the OPEC+
producer group, this month
extended combined supply
cuts of 1.3 million bpd to the
end of the year, Russia’s gov-
ernment is consideringimpos-
ingexport dutieson all types of
oil products of $250 per met-
ricton - much higherthan cur-
rent fees - from October 1 until
June 2024 totackle fuel short-

BLEAK FUTURE

B US oil output from
top shale-producing
regions is on track to
fall to 9.393 million
barrels per day (bpd)
in October

B This would be the
lowest since May
2023 and the third
monthly fallin a row

MW Those estimates
come after Saudi
Arabia and Russia
extended combined
supply cuts of 1.3
million bed to the
end of the year

ages, sources told Reuters on
Tuesday. Market participants
awaited data on US oilinvento-
ries, which were expected to
have fallen by about 2.7 mil-
lion barrels last week, accord-
ing to analysts polled by
Reuters. Industry data from
the American Petroleum Insti-
tute was due at 4:30 pm. EDT
(2030 GMT) on Tuesday, fol-
lowed by US government data
on Wednesday.

Some believe climbing
crude prices could be reaching
their peak. “Oil's ascent into
overbought territory leaves the
market vulnerable to a correc-
tion," National Australia Bank
analysts wrote, pointing to
volatility after speeches on
Monday by Saudi Aramco CEO
Amin Nasser and Saudi Ara-
bia's energy minister.

— REUTERS
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Crude price hits 10-year high

Reuters

feédlﬁaéﬁ@livemint.com

il prices jumped over
1% on Tuesday to
fresh 10-year highs, as

weak US shale output com-
pounded supply concerns
from extended production
cutsby Saudi Arabia and Rus-
sia.

Global benchmark Brent
crude futures were up $1.02, or
11%,t0 $95.45a barrel by 10:52
a.m. (1452 GMT). It hit a ses-
sion high of $95.96 a barrel,
the highest since November.

US West Texas Intermedi-
ate crude futures were up
$1.30, or 1.4%, to $92.78, after
reaching $93.74 a barrel, also
the highest since November.

Prices are on track to gain
for their fourth consecutive
session.

“The market is starting to
realize that wherever you look
there are concernsabout tight
supply, whetherit’s crude oil,
diesel or gasoline,” Price
Futures Group analyst Phil
Flynn said. “We're getting a
reality check.”

Feeding those

part of the Opec+ producer
group, this month extended
combined supply cuts of 1.3
million bpd to the end of the
year.

Russia’s government is con-
sidering imposing export

duties onall types of oil prod-
ucts of $250 per

concerns, US oil US oil output metric tonne—
output fromtop  from top shale-  muchhigherthan
shale-producing producing regions current fees—
regions is on ' jsontrack to fall from 1 October
track to fall to t09.393 mn until June 2024
9.393 million to tackle fuel
barrels per day barre*_ls per day shortages, sour-
(bpd) in October, (bpd) in October ces told Reuters
the lowest since e on Tuesday.

May 2023, the US Market partici-

Energy Information Adminis-
tration said on Monday. That
would be a third consecutive
monthly fall.

Those estimates come after
Saudi Arabia and Russia. as

pants awaited data on US oil
inventories, which were
expected to have fallen by
about 2.7 million barrels last
week, according to analysts
polled by Reulers.
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G20 ethanol spinoff: This time for Africa

Kenya, Tanzania, and Uganda keento replicate India‘s ethanol blending, biogas initiatives

SUBHAYAN CHAKRABORTY
New Delhi, 19 September

Close on the heels of its historic
outreach to African nationsand the
successful launch of the Global Biofuel
Alliance (GBA), India will soon
welcome delegations from countries
like Kenya, Tanzania, and Uganda who
are keentoreplicate India’sethanol
blending and biogas initiatives, senior
officials from the Ministry of Petroleum
and Natural Gas haveconfirmed.

Launched on the sidelines of the
recent Group of Twenty (G20) suminit,
the GBA aimstoreshape theglobal
landscape and expedite the uptake of
biofuels worldwide, set standards for
biofuel, expandthe size of formal
biofuel markets, and better map
demand and supply.

Apart from G20 member South
Africa, non-G20 nations like Kenya and

CATCHING THE FOREIGN EYE

Indian initiatives promoting
alternative fuels are gaining
traction

643 waste-to-wealth plants
setup under GOBARdhan
scheme

¥880 crore approved for
6 commercial 2G ethanol plants
underPM JI-VAN scheme

46 compressed biogas plants
built under SATAT scheme

1.7% ethanol blending
achieved sofar

Source: PIB
Uganda also madeupthe list ol 19 bills for a growing population, both
signatory nations. these nations have shown keeninterest

“I'aced with increasing oil import in adoptingethanol blendingin petrol

for transportation after learning about
the benefits and success of India’s
programme,” said asenior official.

The visiting teams will interact with
oil-marketing companies (OMCs) and
other stakeholders duringtheir
upcoming visit, an official said. While
in India, the countries may alsosign
government-lo-government
memoranda ofunderstandingon
collaboration and information sharing
with Indian agencics and OMCs, he
added. Officialssaid talks on finalising
the visitareat an advanced stage.

“Incountries like Kenya, ethanol is
already being used as a cooking fuel.
Ethanol with 93 per cent purityis
imported by Kenya from Brazil and
used for cooking purposes and is
marketed by Gandhinagar-based
KOKO Networks. The company has 1
million customers in Kenya,” another
official said. Turn to Page3»
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Ethanol...

The nations have expressed
particular interest in replicat-
ing the model of government
incentives that central goverm-
ment schemes have used to
attract investments for neces-
sary infrastructure in the sec-
tor. This includes the Pradhan
Mantri Jaiv Indhan-Vatavaran
Anukool TLasal Awashesh
Nivaran Yojana, which pro-
vides financial support to
OMCs for setting up integrated
second-generation bio-ethanol
projects.

The ministry also plans Lo
showcase the Galvanizing
Organic Bio-Agro Resources
Dhan (GOBARdhan) scheme
that aims to set up new solid
waste management plants that
produce energy [rom organic
waste.

Uganda is keen to learn
about India’s cxisting com-
pressed biogas (CBG) pro-
grammes. This includes the
Sustainable Alternative
Towards Affordable
Transportation scheme, which
incentivises the production of
CBG from various biomass
sources and targets the setting
up of 5000 commercial CBG
plants by 2025.
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Gas from difficult
areas likely to cost
1490 less from Oct

PRESS TRUST OF INDIA
New Delhi, September 19

THE PRICE OF naturalgas pro-
duced from difficult areas like
KG-D6 of Reliance Industriesis
likely to be cut by about 14%
from next month in line with
softening energy prices,
sourcessaid.

For the six-month period
starting October 1, the price of
gas from deepsea and high-
pressure, high-temperature
(HPTP)areas islikely tobe cutto
around $10.4 per million British
thermal unit from the current
$12.12, theysaid. The govern-
ment bi-annuallyfixes pricesof
thelocally-produced naturalgas
—whichis converted into CNG
forusein automobiles, piped to
household kitchens forcooking
and used to generate electricity
and make fertilisers.

Twodifferent formulasgov-
emn rates paid for gas produced
from legacy or old fields of
national oil companies like Oil
and Natural Gas Corporation
(ONGC) and Oil India Ltd (OIL),
andfornewer fields lying in dif-
ficult-to-tap areas, such as
deepsea. Rates are fixed on April
1and October 1 eachyear.

InApril this year, the formula
governing legacy fields was
changed andindexed to 10%o0f
the prevailing Brent crude oil
price. The rate was however
cappedat $6.5 permmBtu.

Rates for legacy fields are
now decided on amonthlybasis.
For September; the price cameto

DIP IN RATES

W For the six-month
period starting
October 1, the price
of gas from deepsea
and high-pressure,
high-temperature
areas s likely to be
cutto around $10.4
per mmBtu

$8.60 per mmBtubut because
of the cap, the producers would
getonly $6.5. Brentcrude oilhas
averaged around $94 perbarrel
this month but rates will con-
tinue to be capped at $6.5.
Sources said the price fordif-
ficult area gas continues to be
governed by the old formula
that takes one-year average of
international LNG prices and
rates at some global gas hubs
withalagof onequarter.
International prices had
tallenin the reference period of
July2022 toJune 2023 andsoit
will translate into lower prices
fordifficult fields, they said.
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Gas price for Reliance to be
cut by 14% from next month

For 6-month period starting October 1, price of gas from
deepsea & HPTP areas is likely to be cut to $10.4/mmbtu

OUR CORRESPONDENT

NEW DELHI: The price of nat-
ural gas produced from difficult
areas like KG-D6 of Reliance
Industries is likely to be cut by
about 14 per cent from next
month in line with softening
energy prices, sources said.

For the six-month period
starting October 1, the price of
gas from deepsea and high-pres-
sure, high-temperature (HPTP)
areas is likely to be cut to around
$10.4 per metric million British
thermal unit (mmbtu) from the
current $12.12, they said.

The government bi-annu-
ally fixes prices of the locally-
produced natural gas — which
is converted into CNG for use
in automobiles, piped to house-
hold kitchens for cooking and
used to generate electricity and
make fertilisers.

Two different formulas
govern rates paid for gas pro-
duced from legacy or old fields
of national oil companies like
Oil and Natural Gas Corpo-
ration (ONGC) and Qil India
Ltd (OIL), and for newer fields
lying in difficult-to-tap areas,
such as deepsea.

Rates are fixed on April 1
and October 1 each year. In
April this year, the formula gov-
erning legacy fields was changed
and indexed to 10 per cent of the
prevailing Brent crude oil price.
The rate was however capped at
$6.5 per mmBtu.

In April this year,
formula governing
legacy fields

was changed &
indexed to 10%
of prevailing Brent
crude oil price

Rates for legacy fields are
now decided on a monthly
basis. For September, the price
came to $8.60 per mmBtu but
because of the cap, the produc-
ers would get only $6.5.

Brent crude oil has aver-
aged around $94 per barrel this
month but rates will continue to
be capped at $6.5.

Sources said the price for
difficult area gas continues to
be governed by the old formula
that takes one-year average of
international LNG prices and
rates at some global gas hubs
with a lag of one quarter.

International prices had
fallen in the reference period
of July 2022 to June 2023 and so

it will translate into lower prices
for difficult fields, they said.

The price for gas from dif-
ficult fields was cut to $12.12
per mmBtu for a month period,
beginning April 1 from a record
$12.46 carlier.

The global spurt in energy
prices after Russia’s invasion
of Ukraine has led to rates of
locally-produced gas climbing
to record levels $8.57 per mil-
lion British thermal unit for gas
from legacy or old fields and
$12.46 per mmBtu for gas from
difficult fields between October
2022 and March 2023.

On April 1, prices of gas
from legacy fields were slated
to climb to $10.7 per mmBtu
using the old formula.

But the government
changed the formula and put
a cap to keep inflation under
check. Rates of CNG and piped
gas for kitchens had risen by 70
per cent because of the previous
gas price hike.

The ceiling price covers the
cost of production of produc-
ers while protecting consumers,
particularly CNG users, kitch-
ens using piped cooking gas and
fertiliser plants which had grap-
pled with soaring input costs.

India is aiming to become
a gas-based economy with the
share of natural gas in its pri-
mary energy mix targeted to
rise to 15 per cent by 2030 from
the existing level of around 6.3
per cent.
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Gas price for Reliance to he
reduced by 14% from next mth

PTI/ New Delhi

The price of natural gas produced from diffi-
cult areas like KG-D6 of Reliance Industriesis
likely to be cut by about 14 per cent from next
month in line with softening energy prices,
sources said.

For the six-month period starting October
1, the price of gas from deepsea and high-
pressure, high-temperature (HPTP) areas is
likely to be cut to around USD 10.4 per million
British thermal unit from the current USD
12.12, they said.

The government bi-annually fixes prices of
the locally-produced natural gas - which is
converted into CNG for use in automobiles,
piped to household kitchens for cooking and
used to generate electricity and make fertilis-
ers.

Two different formulas govern rates paid
for gas produced from legacy or old fields of
national oil companies like Oil and Natural
Gas Corporation (ONGC) and Oil India Ltd
(OIL), and for newer fields lying in difficult-to-
tap areas, such as deepsea.

Rates are fixed on April 1 and October 1
each year.

In April this year, the formula governing

legacy fields was changed and indexed to 10
per cent of the prevailing Brent crude oil
price. The rate was however capped at USD 6.5
per mmBtu.

Rates for legacy fields are now decided on a
monthly basis. For September, the price came
to USD 8.60 per mmBtu but because of the
cap, the producers would get only USD 6.5.

Brent crude oil has averaged around USD
94 per barrel this month but rates will contin-
1ue to be capped at USD 6.5.

Sources said the price for difficult area gas
continues to be governed by the old formula
that takes one-year average of international
LNG prices and rates at some global gas hubs
with a lag of one quarter.

International prices had fallen in the refer-
ence period of July 2022 to June 2023 and so it
will translate into lower prices for difficult
fields, they said.

The price for gas from difficult fields was
cut to USD 12.12 per mmBtu for a month peri-
od, beginning April 1 from a record USD 12.46
earlier.

The global spurt in energy prices after Rus-
sia's invasion of Ukraine hasled torates of lo-
cally-produced gas climbing to record levels -
USD 8.57 per million British thermal unit for
gas from legacy or old fields and USD 12.46 per
mmBtu for gas from difficult fields between
October 2022 and March 2023.

On April 1, prices of gas from legacy fields
were slated to climb to USD 10.7 per mmBtu
using the old formula. But the government
changed the formula and put a cap to keep in-
flation under check.

Rates of CNG and piped gas for kitchens
had risen by 70 per cent because of the previ-
ous gas price hike.
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Gas price for
RIL said to be
cut by 14%

Press Trust of India
NEW DELHI

Price of natural gas pro-
duced from difficult areas
like KG-D6 of Reliance In-
dustries could be cut by
14% from October this year,
as energy prices decrease,
sources said.

For the six-month pe-
riod starting October 1, the
price of gas from deep-sea
and high-pressure, high
temperature areas could
be cut to about $10.4 per
mbtu from the current
$12.12, they said. This is
part of government’s bian-

nual price revision of local-

ly-produced natural gas,
which is used as CNG in au-
tomobiles, piped to house-
hold kitchens, used to gen-
erate electricity and to
make fertilisers.
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HUNGER FOR OIL AMID THE
QUEST FOR RENEWABLE ENERGY

NERGY and green transition
have taken centre stage at nu-
merous conclaves since the adop-
tion of the Paris Agreement in
2015. A rise in world population
and disposable income has
fuelled demand for energy.
Growth in global energy consumption has
averaged one percent per year for the last
five decades. This led to the adoption of ad-
vanced exploration and production (E&P)
technology, which facilitated higher output
and efficiency. As numerous oil and gas fa-
cilities age worldwide, scores of virgin ter-
ritories have been accessed for exploration.
This, despite the increase in initiatives to-
wards reducing inveterate dependence on
fossil fuels to ensure a healthier future.
Huge potential exists in the world’s re-
newable energy resources, but the cost of
harnessing or ‘capturing’ such energy en-
tails high initial costs. The recent announce-
ment of the Global Biofuels Alliance at the
(G20 is an optimistic attempt to intersect
the relentless growth in fossil fuel consump-
tion and the soft launch of a green revolu-
tion in the hydrocarbon industry. Biofuels
arenodoubtenvironmentally benign. Their
lower energy density and the price of raw

materials makes them more expensive to
produce. Blending has its constraints be-
yond just the price of oil, as higher the bio-
fuel content, the lower the energy density
andresultant energy efficiency, translating
to higher fuel consumption.

As G20 leadersagree to accelerate efforts
to triple renewable energy capacity by 2030,
adifferent story is emerging elsewhere. De-
spite the Glasgow Financial Alliance for
Net Zero in 2021, its actors have continued
to extend billions of dollars to the largest
fossil fuel E&P companies. It's business as
usual at some of the big names like Citi-
group, Morgan Stanley, Barclays, BNP Pari-
bas, and Mitsubishi UFJ Financial, among
others. BlackRock alone holds bonds and
shares worth over $190 billion in such enti-
ties. The combined holdings are worth al-
most a trillion dollars, some of which come
from pension funds.

Wind energy has its limitations owing to
the inconsistency of nature’s elements and
its conveyance over long distances. While
halting work at Norfolk Boreas wind farm
in the North Sea, Vattenfall's chief execu-
tive commented, “Higher inflation and capi-
tal costs are affecting the entire energy sec-
tor, but the geopolitical situation has made
offshore wind and its supply chain particu-
larly vulnerable.” The recent absence of
bidders for the UK government'’s auction of
offshore wind farms was a further blow to

RANJAN
TANDON

alternatives to fossils, sealing the fate of ex-
pensive gas purchases by Britain.

Extensive oil and gas exploration and col-
laborationsare underway in vastregions of
Latin America and the Caribbean, with ma-
jor players like Chevron, ExxonMobil and
Sinopec participating. Shell and Total Ener-
gies have recently geared up efforts to ex-
ploit oil resources discovered off Namibia’s
coast in South Africa. Similar joint ven-
tures and alliances with Indian companies
are being pursued in Guyana and Suri-
name, with long-term rights.

Renewable energy is gaining
ground as a fossil fuel alternative.
But wind energy has its limitations
due to the vagaries of nature. The
extension of billions of dollars to
fossil fuel companies doesn't help

the cause fora cleaner transition to
greener options

EXPRESS

Saudi Aramco’s Jafurah gasfield project,
spread over 17,000 sq km, is estimated to
hold the world’s largest shale gas reserve
outside of the USA. With the involvement
of L&T in its development and the evolving
political and economic relations between
India and Saudi Arabia, the two countries
have committed to pursuing a deeper en-
ergy relationship. This could well be the
harbinger of a gas pipeline in the future,
from the eastern province of Saudi Arabia
toIndia’s west coast, like Gazprom's Power
of Siberia pipeline which transports natu-
ral gas from Yakutia in Russia to China.

The induction of the African Union into
(G20 is truly inclusive . India has aced its
“tight embrace of diplomacy” (TNIE: Oil
Spills and Slips at G20, March 31, 2023), ad-

o I,

Senior markets specialist
and author

hering to the spirit of multilateralism. En-
ergy holds substantial political relevance in
present times. With more than 12 percent oil
and eight percent natural gas reserves in
the world resting with AU nations, their
presence is pertinent on the path to oil se-
curity and a cleaner transition. Many na-
tions depend heavily on oil-generated rev-
enue and their thrust is to “phase out fuel
emissions—not the production of oil and
gas”. The richer nations’ call for accelerat-
ed green transition, they feel, would herald
economic distortions across Africa. Sourc-
ing oil from this region will “support mu-
tual fiscal prudence” while also providing
capital adequacy for development of renew-
ables that require large investments.

The mention of oil brings to mind trans-
portation and energy generation, eclipsing
the relevance of petrochemicals in daily
life. Petrochemicals are slated to constitute

30% of the growth in global oil demand by
2030 and will influence the pace of oil de-
mand far more than transportation.

A growing intimacy between refineries
and petrochemicals is facilitating an in-
creased flow of oil into the chemicals sector.
Privy to the shift, Aramco is participating
in the development of huge petrochemical
complexes in China and the revival of the
Ratnagiri Refinery and Petrochemicals
project on the West Coast of India. The vi-
sion is shared by players like Exxon, Du-
pont and SABIC, with their expansion plans
in line with the burgeoning demand of the
next few decades. Limited substitute avail-
ability of oil feedstock shall continue to
make demand for oil soar in the future.

A 50% increase in world energy usage is
projected by 2050, led by growth in Asia. Red
herring calls of peak oil supply have sur-
faced on numerous occasions in the past
and have indirectly hinted at limiting or
halting new investments in oil and gas. This
is a dangerous narrative, as a hurried en-
ergy transition could trigger a surge in oil
prices once the existing supply sources
begin to dry up.

The planet’s vintage and torrid love affair
with oil has matured enough to withstand
any “turbulence and conspiracy” orches-
trated for its ouster from the energy land-
scape. It shall surely last a very long time.

(ranjantandon(@live.com)
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Oil at $95 Is Changing Trades across Markets

Its impact on inflation and economic growth a major worry for central banks

clays.
WHAT HURTS 0“‘ S RALLY Japanese yen, Swedish krona

Thenon-stoprally in oil is Euro, yen, Costlier fuel squeezes and other central eastern
forcing investors torethink krona and other | airline profits, currencies are vulnerable, he
their bets across global central eastern | causing investors © said, adding that a handful of
markets. currencies to sell travel (9] other exporting countries,

Airline stocks, currencies weaken against | and logistics such as Brazil and Canada,
of oil-importer nations and the dollar stocks may be able to weather the
bond yields are just a handful broader storm.
of the asset classes already impact on inflation and eco- management at Sanso Invest-
starting toreflect the reality nomic growth hasbecomethe ment Solutions in Paris. AIRLINESTOCKS
of Brentat §95abarrel. Mean- biggest conversation on Wall Costlier fuel issqueezing
while, strategists from Gold- Street. DOLLAR ASCENDANT airline profits, causing in-
man Sachs Group Inc. and “One of the most obvious Energy isdriving a wedge vestors tosell travel and
Barclays Plc have rolled out impact would be foroil prices  between the foreign exchange logistics stocks. The 10-mem-
macroreports telling clients toderail the trend of disin- of oil importers and expor- ber S&P Supercomposite
how totrade the energyprice  flation and prevent central ters. “Almost all currencies Airlines Index has fallen 20%
shock. banks to cut rates asearly as weaken againstthedollarasa sincemid-July, makingitone

Witha trio of central bank hoped by markets,” said resultof asupply oilshock,”  of the hardest hitareas of the
meetings still to come this Michel Menigoz, head of wrote Themistoklis Fiotakis, stock marketinrecent

week, energy and its potential equity and balanced fund head of FX research at Bar- months.
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Oil rally gathers momentum as Brent pops above $96 a barrel

($ per barrel)

BRENT CRUDE SPOT
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96.4"

Sep1,'22
*As of IST18:45 hrs;
Compiled by BS Research Bureau

Sep19,'23

Source: Bloomberg

The tighter market has ignited a flurry of predictions that oil may soon hit $100

BLOOMBERG
19 September

Oil surged to a10-month high — extend-
ing a powerful rally that may rekindle
inflation — as supply cuts from OPEC+
tightened the market, with Saudi Arabia’s
energy minister shying away from any
change in course.

Global benchmark Brent topped $96
a barrel for the first time since November
before paring gains. The tighter market
has ignited a flurry of predictions that
$100 oil could soon return in a roster than
runs from industry heavyweights such as
Chevron chief executive officer Mike

Wirth to traditional bears at Citigroup.
The latest upswing has been marked by
significant moves in timespreads, one of
the market’s most-keenly tracked metrics.
Brent’s three-month spread earlier bal-
looned to more than $4 a barrel in back-
wardation, a bullish pattern. That com-
pares with a differential of $1.26 a barrel
about a month ago.

Crude has soared by about a quarter
since mid-June, with Riyadh and Moscow
joining hands to curtail exports in a bid
to drain inventories and drive a rebound
in prices. An improving outlook in the
world’s two biggest economies — the US
and China — has also supported the

advance. Oil’s relentless surge has been
one of the standout features of commod-
ity markets over the third quarter.

“Given the constructive fundamentals
and more positive sentiment, we could
see ICE Brent breaking above $100/bbl in
the not-too-distant future,” ING said in
an emailed report. “However, such a
move would likely be unsustainable.”

On Monday, Saudi Arabia Energy
Minister Prince Abdulaziz bin Salman
told a conference in Canada that the
Organisation of Petroleum Exporting
Countries was working to keep markets
stable and improve energy security, with-
out targeting a specific price. Output

plans will be reviewed every month,
he said.

The surge in energy costs 1ooks set to
boost inflationary pressures, complicat-
ing the task facing leading central
bankers, many of whom have just pre-
sided over a punishing string of rate
increases aimed at subduing price gains.
It’ll be a big week for monetary-policy
decisions, with multiple meetings, includ-
ing one at the Federal Reserve.

The jump in oil also poses a challenge
for the Biden administration ahead of
presidential elections, with costlier crude
feeding into more expensive gasoline, a
key issue for some US voters.
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‘Oil surge bigger risk
for Europe than US’

EUROPE IS AT greater risk
than the United States from
surging oil prices making it
harder to escape low growth
and high inflation, the OECD's
chief economist Clare Lom-
bardelli said. The past shockof
pricejumps has already played
outvery differentlyin the two
economic regions as Europe is
a large energy importer, while
US demand hasn't been hurt
much, Lombardelli told
reporters in Paris on Tuesday.
Thatdivergenceisreflected
in the OECD’s updated fore-
casts released earlier, which

saw upward revisions to US
growth forecasts and cuts to
the euro area’s, she said.

The 25%b rise in oil prices
since May is also already feed-
ing through to consumer
prices in some countries in a
way that is “obviously unwel-
come,” Lombardelli said. Qil
reached a 10-month high
Tuesday as supply cuts from
OPEC+ tightened the market.

“The impact cbviously will
be, as we have learned, a
squeezing on household bud-
gets and on demand,’ she said

— BLOOMBERG
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PRICES HIT 10-MONTH HIGH

Oil's Rally Gathers
Pace as Brent Pops
above $95 aBarrel

Crude has soared
by almost a third
since mid-June

Bloomberg

Oil surged to a 10-month high —
extending a powerful rally that
may rekindle inflation — as
supply cuts from OPEC+ tighte-
ned the market
and Saudi Arabi-

ket’s most-keenly tracked gau-
ges. Brent and WTI are now
trading in backwardation, a
bullish pattern indicating
tight supplies, of more than $1
at the front of the curve. That
comes as premiums for real-
world barrels rocket higher,
particularly in the US, traders
and brokers said.

Crude has soared by almost a
third since mid-June, with Ri-
yvadh and Moscow joining
hands to curtail exports in a

bid to drain in-
ventories and

a’s energy mini- A PRICE REBOUND drive a rebound
ster shied away . in prices. An im-
from any change Rlyadh and MOS' proving outlook
in course. . e in the world's

Global bench- COW haVEJOIHEd two biggest eco-

mark Brent top-

hands to curtail

nomies —theUS

ped $95 a bam‘el and China —has
crieiniin:  exportsinabidto & "o
markethasjeni.  QrAININVENtOFES Gz hac"been
predictionsnat | Anddriveare- G0 I o
furn in s roster DOUNAINPriCes — (2RmeCmEn
than runs from third quarter.

industry heavyweights such
as Chevron Corp. Chief Execu-
tive Officer Mike Wirth to tra-
ditional bearsat Citigroup Inc.

The latest upswing has been
marked by major moves in ti-
mespreads, one of the mar-

“The continuous rise in oil
prices is not surprising,” ana-
lystsat brokerage PVM said in
a report. “The extended pro-
duction/export cuts from Sau-
di Arabia and Russia provide
an auspicious backdrop.”
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Price forRIL's KG gas
may be cut by 14%

difficult areas like KG-D6 of Reliance
Industries is likely to be cut by about 14%
from next month, sources said.

For the six-month period starting October 1,
the price of gas from deepsea and high-pressure,
high-temperature (HPTP) areas is likely to be
cut to around $10.4 per million British thermal
unit from the current $12.12, they said.

The government bi-annually fixes prices of
the locally-produced natural gas—which is
converted into CNG foruse in automobiles,
piped to household kitchensfor cooking and
used to generate electricity and make fertilizers.

Twao different formulas govern rates paid for
gas produced from legacy orold fields of
national oil companies like Oil and Natural Gas
Corporation (ONGC) and Oil India Ltd (OIL),
and for newer fields lying in difficult-to-tap
areas, such as deepsea.

Ratesare fixed on 1 April and 1 October each
year, PTI

T he price of natural gas produced from
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Reliance gas price to be
reduced by 14% from Oct

The price of natural gas produced from difficult areas like

KG-D6 of Reliance Industries is likely to be cut by about 14 per cent
from next month, sources said. Forthe six-month period starting
October1, the price of gas from deepsea and high-pressure,
high-temperature areas is likely to be cut to around $10.4 per
million British thermal unit from the current $12.12, they said.  PTI
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Reliance KG-6 gas price to be cut by 14% from Oct

PTI W NEW DELHI

The price of natural gas
produced from difficult
areas like KG-D6 of Reliance
Industries is likely to be cut by
about 14 per cent from next
month in line with softening
energy prices, sources said.

For the six-month peri-
od starting October 1, the
price of gas from deepsea
and high-pressure, high-tem-
perature (HPTP) areas is like-
ly to be cut to around USD
10.4 per million British ther-
mal unit from the current
USD 12.12, they said.

The government bi-
annually fixes prices of the
locally-produced natural gas
- which is converted into
CNG for use in automobiles,

}mped to household kitchens
r cooking and used to gen-
erate electricity and make fer-
tilisers.

Two different formulas
govern rates paid for gas pro-
duced from legacy or old
fields of nalionaﬁ oil compa-
nies like Oil and Natural Gas
Corporation (ONGC) and
OﬂTndia Ltd (OIL), and for
newer fields Iyinﬁ in difficult-
to-tap areas, such as deepsea.

ates are fixed on April
1 and October 1 each year.

In April this year, the for-
mula governing fegaqr fields
was changed and indexed to
10 per cent of the prevailing
Brent crude oil price. The rate
was however capped at USD
6.5 per mmBtu.

Rates for legacy fields are

now decided on a monthly
basis. For September, the price
came to USD 8.60 per mmBtu
but because of the cap, the
producers would get only
USD 6.5.

Brent crude oil has aver-
aged around USD 94 per bar-
rel this month but rates will
continue to be capped at USD
6.5. Sources said the price for
difficult area gas continues to
be governed iy the old for-
mula that takes one-year aver-
age of international LNG
prices and rates at some glob-
al gas hubs with a lag of one
quarter.

International prices had
fallen in the reference period
of July 2022 to June 2023 and
so it will translate into lower
prices for difficult fields, they

said.

The price for gas from
difficult fields was cut to USD
12.12 per mmBtu for a month
period, beginning April 1
from a record USD 12.46 ear-
lier.

The global spurt in ener-
gy prices after Russia's inva-
sion of Ukraine has led to
rates of locally-produced gas
climbing to record levels -
USD 8.57 per million British
thermal unit for gas from
le_;acy or old fields and USD
12.46 per mmBtu for gas
from difficult fields between
October 2022 and March
2023.

On April 1, prices of gas
from legacy fields were slated
to climb to USD 10.7 per
mmbBtu using the old formu-

la. But the government
changed the formula and put
a cap to keep inflation under
check.

Rates of CNG and piped
gas for kitchens had risen by
70 per cent because of the pre-
vious gas price hike.

e ceiling price covers
the cost of production of pro-
ducers while protecting con-
sumers, particularly CNG
users, kitchens using piped
cooking gas and fertiliser
plants which had grappled
with soaring input costs.

India is aiming to
become a gas-based economy
with the share of natural gas
in its primary energy mix tar-
§eted to rise to 15 per cent by
2030 from the existing level of
around 6.3 per cent.
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Surge in crude prices stokes
fears of increase in inflation

Indian Basket At 10-Mth High, To Delay Possible Rate Cut
FEELING THE PINCH

116

Sanjay Dutta &
Surojit Gupta | T

New Delhi: State-run fuel re-
tailers are likely to bear the
cross for saving consumers
from the impact of bench-
mark oil prices rising to
their highest in 10 months.
But at $95 a barrel, crude is
bound to delay possible cuts
in interest rates and test the
government’s management
of inflation in the run-up to
electionsinpolitically impor-
tant states and national polls
next year.

Rising fear of supply defi-
cit has led oil prices to shed
the inertia seen in the first
half after Saudi Arabia and
Russia extended voluntary
production cuts until end of
the year and US oil output
projected to hit lowest since
May. Mounting optimism
over demand recovery in Chi-
na, the world’s largest oil con-
sumer, only added to therally.

The spurt in oil prices is
unlikely toburnahole in wal-
lets of motorists. The govern-
ment is unlikely to announce
anincreasein pump prices by
public sector fuel retailers,
which dominate 90% of the

120

100- 974
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Monthly average price of
Indian basket ($/barrel)

linag indi: 55!
wijif| ISKE

processed in refineries

current month are till date

» Indian basket represents average of
Dubai/Oman crude for sour grade and
Brent for sweet grade in the ratio of 76:24

» Crude Oil prices are average of daily
prices of respective month. Average for the

Crude oil
Indian basket

as on Sept 18,
2023 is
$95.5/barrel

Source: PPAC

market and have pricing free-
dom on paper.

Raising fuel prices at this
juncture will stoke inflation
when it is showing signs of
easing and give the Opposi-
tion an opportunity to target
theruling party in poll states.
This will leave fuel retailers
holding the can once again.
The freeze on prices through
2022-23 had resulted in a com-
bined loss of Rs 21,000 crore
for I0C, BPCL and HPCL in

thefirst half asunder-recove-
ry on petrol and diesel hit Rs
12-14/litre at one point.

The prices remain frozen
since May 2022 when the
Centre last reduced excise
duty and oil prices hovered
around $85 per barrel. Rates
were not reduced even after
oil stayed below $80 in recent
months. As reported by TOI
earlier, this was done to allow
retailers torecoup pastlosses
and build a buffer for future.

With hefty first quarter pro-
fitsin theirkitty, the Centreis
sure to call in the support,
turning petrol and diesel sa-
les unprofitable once again.
The falling rupee will make
the pinch harder.

The impact on the econo-
my will, however, be different
as India depends on imports
to meet 80% of oil require-
ments. Costlier crude squee-
zes the government’s leg ro-
om for social welfare spen-
ding by inflating the import
bill, which weakenstherupee
by impacting the current ac-
count deficit (CAD). Higher
oil prices will prolong infla-
tionary fears and prompt RBI
to continue with its pause on
interest rates for longer, das-
hing hopes of cheaper EMIs.

“The pick-up in crude pri-
ces, if sustained, can show up
in headline consumer infla-
tion print via direct (higher
pump prices) and indirect ef-
fects (rising production and
transportation costs),” said D
K Joshi, chief economist at
Crisil. “Fuel and core infla-
tion have so far been benign
below 5% and the inflation
spike in July and August was
entirely food-led,” said Joshi.
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