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IGGL achieves milestone
over laying Asia’s largest
underwater pipeline: CEO

PTI W GUWAHATI

Asia’s largest underwater
hydro-carbon pipeline,
below the river Brahmaputra
connecting Jorhat and Majuli in
Assam has been completed by
the Indradhanush Gas Grid
Limited (IGGL), the company’s
CEO Ajit Kumar Thakur said
on Saturday.

The challenging task of
laying a 24-inch diameter
hvdrocarbon pipeline beneath
the mighty Brahmaputra river
by Horizontal Directional
Drilling (HDD) method was
completed on Friday, marking
the completion of a major
milestone in the construction
of the North East Gas Grid
(NEGG) connecting North
East India to the National Gas
Grid.

The total length of the
pipeline in this single HDD
crossing is 4,080 metre across
the main water channel of
Brahmaputra river. This is the
longest river crossing by any
hvdrocarbon pipeline of size
24-inch diameter and above in
Asiaand the second longest in
the world, he claimed.

This one of a kind HDD
river crossing was executed by
intersection method, where
two HDD rigs simultaneously
started drilling from the two
sides of Brahmaputra with

intersection of the two drilling
heads in the middle at 30
metre beneath the river bed.
The laying of 4,080 metre
pipeline section was complet-
ed by overcoming numerous
hurdles faced mainly due to
monsoon rains and flood, he
said. The total length of HDD
crossing across the
Brahmaputra river considering
all major and minor water
channels is 5,780 metre.

The pipeline was laid in
three separate HDD sections of
length 1000 M, 4080 M and 700
M with the first and the third
sections completed earlier. The
next step will be tie-in of the
three sections at two points,
which will be located at 15 M
and 8 M below Natural Ground
Level (NGL).

“With the completion of
Brahmaputra HDD, IGGL has
achieved more than 71 per cent
physical progress of NEGG
Project and will be able to com-
plete Guwahati-Numaligarh
section of the project by
February 20247, Thakur said.
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INSCO drags CCI to NCLAT over
deal to buy Hind National Glass

—
Palak Shah
Mumbai

Independent Sugar Corpora-
tion (INSCO), led by billion-
aire NRI family the Madhvani
Group, has dragged the Com-
petition Commission of India
(CCI) to the National Com-
pany Law Appellate Tribunal
(NCLAT) for passing an order
without the requisite quorum.

To pass any order the CCI
requires a minimum quorum
of three members, including a
chairman. But the Centre has
not completed the process of
appointing additional mem-
bersand/orachairperson since
October 2022. Instead, it has
extended the tenure of the act-
ing chairperson, Sangeeta
Verma, until further noticeand
there is another member —
Bhagwant Singh Bishnoi.

On April 11, INSCO filed an
appeal before the NCLAT stat-
ingthatthe CCIrushed withits
order in favour of AGI Green-
pac in the deal to acquire In-
dia’s oldest glass-making com-

pany Hindustan National
Glass and Industries (HNG).
INSCO had earlier won the
CClI clearance to acquire HNG
when a full quorum of three
members existed. But the CCI
approval was given to AGI by
the two-member CCI bench,
that too on condition of modi-
fication at a later date. While
the CCI, in this particular case,
hasinvoked the ‘doctrine of ne-
cessity’, INSCO’s appeal says
the doctrine cannot be applied
loosely. Also, the hurry in
passing the order suggests that
actions which would have oth-
erwise not been permitted are
made lawful by necessity

‘SANS DETAILED PROBE’
INSCO also said the CCI “can-
not justify reasons for invoking
the ground of ‘doctrine of ne-
cessity’ for granting approval
of the proposed combination
of HNG-AGI without thor-
oughinvestigationand enquiry
into the effect of such combin-
ation on the market, stake-
holders and on partieswho had
already filed objections with

the CCI.” Further, INSCO said
it came to know about the CCI
order as the share price of AGI
started rising after the com-
pany informed the stock ex-
changes about the partial CCI
order and yet did not mention
anything about the ‘modifica-
tion’ clause. Also, theappeal on
the point of quorum is import-
ant since the CCI was examin-
ing complaints that stated that
India’s container glass market
may yet again be monopolised
if another large player is al-
lowed to take over HNG.

In 2003, HNG itself had
turned into a virtual monopoly
in the container glass market
when it acquired Owens
Brockway, units of Larsen and
Toubro in 2005 and Haryana
Sheet Glass in 2007. INSCO
pointed out that CCI had
earlier rejected the application
of the proposed combination
of HNG-AGI when it was sub-
mitted by AGI under Form I
and accordingly AGI had to re-
viseitsapplicationunder Form
II. of the Combination
Regulations.
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~ Now in Assam, Asia’s longest
~ underwater hydrocarbon pipeline

Kangkan.Kalital
@timesgroup.com

Guwahati: The government’s
efforts to make natural gas
available in the North-East re-
ceived a major fillip, with
Asia’s longest underwater hy-
drocarbon pipeline beneath
the mighty Brahmaputra, con-
necting river island Majuli
with Jorhat in upper Assam,
completed by the Indradha-
nush Gas Grid Limited (IGGL).

The Herculean task of lay-
ing the 24-inch diameter pipe-
line by horizontal directional
drilling (HDD) method was
completed on Friday, IGGL
CEO Ajit Kumar Thakur said
on Saturday.

The completion of the
Brahmaputra HDD marks a

major milestone in the North
East Gas Grid (NEGG) project,
connecting the northeast with
the National Gas Grid (NGG).
Thakur said IGGL had now
achieved more that 71% physi-
cal progress of the project and
would be able to complete the
Guwahati-Numaligarh section
of NEGG by February 2024.
IGGL 1s implementing the
1,656-km-long NEGG natural
gas pipeline project, being con-
structed at a cost of Rs 9,265
crore. The length of the pipe-
line across the main water
channel of the Brahmaputra
river is 4,080 metres. This is the
longest river crossing by any
hydrocarbon pipeline of 24-
inch diameter and above in
Asia and the second longest in
the world, according to Thakur.



ECONOMIC TIMES, Delhi, 23.4.2023

RIL to Begin
Gas Production
from MJ Field
in KGD6 Block
This Quarter

Kalpana.Pathak
@timesgroup.com

Mumbai: Reliance Industries
(RIL) will shortly commission
the MJ field in the eastern off-
shore Krishna Godavari D6
block, the company said in an
earnings callon Friday.

TheMJ field is the third and the
last set of discoveries that RIL is
developing in the KGD6 block
and will account for 30% of Indi-
a’sgas production, givingRILan
upside in gas production.

“Testing and commissioning
are currently underway. And
weare happy with the progress;
thingsareliningup. The subsea
production system has been
commissioned and now the
entire field has been tested. We

expect to com-
Ll mission the fi-
Thefieldwill  eld this quarter
berampedup and commence

toachieve production,” sa-
about12 id Sanjay Roy,
million senior executi-

standardcubic ve  vice-presi-
metres per dent for explo-
day inthis ration and pro-
financialyear ~ duction, RIL.

The field will
be ramped up to achieve about
12 million standard cubic met-
res per day (mscmd) in this fi-
nancial year.

RILhasalready undertaken the
fourth e-auction for sale of gas
from KGD6 for 6 msemd.

“This was quite a successful
round. The price bid was Japan
Korea Marker plus 75 cents,
which is the highest bid that we
have received through all the
auctions,” said Roy.

There were 29 successful bid-
ders. The company is expecting
to ramp up the production to a
peak of about 30 msemd, which
will be about 30% of India’s do-
mestic gas production, and RIL
will meet about 15% of India's
gasdemand.

The company has nearly 50 cus-
tomers, including city gas distri-
butors, power producers, fertili-
ser firms, refiners and steel,
glassand ceramics makers.

RIL, which reported its fourth
quarter earnings on Friday, said
it has done significantly better
than a year ago. Revenue from
the oil and gas segment jumped
127% to Rs 4,556 crore for the fo-
urth quarter and 120% for the
full year to Rs 16,508 crore. Annu-
al ebitda increased to an eight-
year high of Rs 13,589 crore, up
149% year-on-year.
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Sluggish week ahead

CRUDE CHECK. Refrain from taking fresh trades

———
Akhil Nallamuthu
bl. research bureau

Crude oil posted a negative return
for the first time in the last five
weeks as prices dropped across
the globe. The Brent crude fu-
tures on the Intercontinental Ex-
change (ICE) lost 5.1 per cent as it
closed the week at $81.5 a barrel.
Likewise, the MCX crude oil fu-
tures (May contract) was down
5.5 per cent as it ended the week
at 16,398 per barrel.

The prices declined despite a
draw down in the US inventories.
According to the Energy Informa-
tion Administration (EIA) data,
the crude oil inventory dropped
by 4.6 million barrels for the week
ended April 14, versus the expec-
ted drop of much lower 0.4 mil-
lion barrels. The economic
growth concerns and the possibil-
ity of further rate hikes weighed
on the prices as they can impact
the demand for the energy
commodity.

Technically, the prices fell off a
crucial resistance level. Find ana-
lysis based on charts below.

MCX-CRUDE OIL (¥6,398)

The May futures of crude oil faced
a stiff resistance at ¥6,800. Unable
to move beyond this level, the
contract saw a sharp fall over the

GETTY IMAGES/ISTOCKPHOTO

past week, But currently trading
at 36,398, there is a support at
16,300, which may arrest the fall
temporarily. Subsequent support
is at 36,000,

That said, the chart shows that
the contract is now stuck within
the key levels of 6,000 and
T6,800. Unless either of these
levels are breached, we cannot
confirm the next leg of trend.

Abreakout of 36,800 can lift the
crude oil futures to I8,000. The
upswing could even extend to
18,800. On the other hand, if the
price slips below 6,000, the out-
look can turn negative where we
could initially see a quick fall to
5,500. A breach of this will open
the door for a decline to ¥5,000.

Trade strategy: Stay on the
fence for now as the risk-reward
ratio is not in favour of taking
trades on either side. Fresh trade
can be considered based on how
crude oil futures react to the
levels at 36,000 and 36,300.
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Stepping on the gas

Nalinakanthi v
bl. research bureau

Investors with a two-to-three-
year investment horizon can con-
sider accumulating the stock of
India’s largest oil and gas produ-
cer, ONGC, on dips. We believe
the new gas pricing guidelines an-
nounced bythe Government tobe
positive for the company. Besides,
the additional crude and gas out-
put from new fields, particularly
its new well at Krishna Godavari
basin, should help the company
sustain healthy growth over the
next two years. At the current
price, the stock trades 5.1 timesits
trailing twelve-month earnings
andabout 0.7 times its book value.
The stock, at the current price, of-
fers an impressive dividend yield
of 6.75 per cent.

We believe ONGC to be agood
medium-term investment oppor-
tunity for three reasons.

First, ONGC commands lead-
ership position in India’s oil and
gas explorationindustry, account-
ing for 68 per cent of the produc-
tion — and for over two-thirds of
the country’s total gas produc-
tion. Similarly, on a stand-alone
basis, without including joint ven-
tures, itaccountsfor 66 per cent of
the country’s crude oil produced
as of April 2022-February 2023
production data released by PPAC
(Petroleum Planning and Analysis
Cell). ONGC’s production was at
16.88 million tonnes, as against
total production of 25.49 million
tonnes for the 11-month period
ended February 2023.

The company also has the
largest reserves of oil and gas in
the country. Asof April 2023, ithas
P2 reserves (proven and probable
reserves) of 1221.48 million met-
ric tonnes of oil and oil equivalent
gas. In FY22, the company pro-
duced atotal of 55.72 million met-
ric tonnes. The current reserves
are over 22 timesits FY22 produc-
tion. The company, through its
subsidiary ONGC Videsh, has 32
projects ongoing in 15 countries
and is looking to increase output
from overseas assets from 15 mil-
lion metric tonnes of oil equival-
ent to40 mmtoe by 2040.

The new discovery of Vindhyan
basin in 2022 will drive the long-

OIL AND GAS. Why ONGC appears a good
medium-term investment opportunity

Subsidiaries dragging consolidated performance

(in¥er)

ONGC Standalone Consolidated
IMFY23 9MFY22 IMFY23  OMFY22
Revenue 1,19,224 75,848 | 520,762 3,75,843
EBITDA 65,324 43,551 59,941 60,171
Margin (%) 55 57 12 16
termgrowth for ONGC. to the new pricing guideline, will
Second, the new pricing beabout¥3,630crore.

guideline for domestic gas is ex-
pected to benefit the company’s
natural gas business, by way of
steady revenue and profit growth,
over the medium term. Under the
new policy, the gas realisation per
mmbtu will be fixed at 10 per cent
of the previous month’s average
basket price of crude for India.
Old fields of ONGC, also called as
nominated fields, will have a floor
of USD 4 per mmbtu and a cap
price of $6.5 per mmbtu. This is
positive for ONGC given that in
the last 7 years, natural gas prices
have been in the range of USD 1.9
toabout USD 3.7 per mmbtu with
anaverage of USD 2.8 per mmbtu.

Also, the company’s gas cost is
estimated to be under USD 2 per
mmbtu, and this should help con-
sistent revenue and profit growth
for the gas segment. Assuming
total production of 22 billion
standard cubic metre this year,
the incremental revenue and op-
erating profit accretion for every
USD (.5 increase per mmbtu, due

Third, the new discoveries such
asthe KG-DWN-98/2 in the Bay of
Bengal and the Cluster-8 marginal
fields in the western offshore will
add to the company’s gas produc-
tionbeginning FY23-24. ONGCis
expecting incremental gas pro-
duction of over 5 billion cubic
metre by 2026, from the FY22
production of 20.9 billion cubic
metre, which is an increase of
about 25 per cent, over the next
three years. Interestingly, it will
be able to get a 20 per cent
premium on the gas price from
this field, under the new pricing
guideline, ONGC is also imple-
menting the fourth phase of the
redevelopment of its S-decade old
Mumbai High oil and gas fields,
which will further augment oil
and gas production. It has set
aside ¥31,000 crore, for shoring
up its energy exploration over the
next2-3 years.

Besides this, the company is
alsoactively pursuing opportunit-
iesin the renewables space - ithas

@© ACCUMULATE

ONGC
¥159.55

@ WHY

o Industry leader in oil &
gas exploration

© Beneficiary of new gas
pricing policy
o Good dividend yield

signed an MoU with Greenko
ZeroC Pvt Ltd for settingup a 1
million tonne green ammonia
plant. It envisages scaling up its
non-renewable energy produc-
tion from the current 204 MW to
10 GW by 2030.

FINANCIALS

The company’s strong balance
sheet with a net debt to equity ra-
tio of 0.42 times as of September
2022 lends more comfort and this
has improved marginally from
0.44 times in March 2022. Being a
consistent dividend payer, the
stock’s current dividend yield of
6.75 per cent is attractive given
the volatility in the market. For
the nine-month period ended the
company grew revenue by 29 per
cent to 520,762 crore. However,
the profitability of the company
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Segment-wise

=)

orofitability
(in¥ cr)

Segment IMFY23  9MFY22
Revenue
E&P
Offshore 79,100 48,908
Onshore 39,902 26,777
Refining and
marketing 4,47,481 3,26,794
Qverseas 9,437 12,562
EBIT
E&P
Offshore 39,912 24,189
Onshore 9,879 3,080
Refining and
marketing -13,021 7.213
Overseas 1,788 4,492

was impacted by the losses in the
0Oil marketing and refining subsi-
diaries — Hindustan Petroleum
Corporation (HPCL) and Man-
galore Refinery and Petrochemic-
als (MRPL) respectively, due to
which the company reported a 27
perdecline in net profit. While the
standalone operating margin of
ONGCis 55 per cent for IMFY23,
the consolidated profit margin
was much lower at 12 per cent,
thanks to the refiningand market-
ingbusiness losses.

RISKS

ONGC holds 54.9 per cent stake
in oil marketing major HPCL and
71.63 per cent stake in MRPL. HP-
CLs performance has been a drag
on ONGC’s profitability particu-
larly over the last nine months, as
the companyreported anetlossof
%14,696 over the April-December
2022 period. Despite sky-rocket-
ing crude prices and record refin-
ing margins, the losses on market-
ing of petrol and diesel as the
Government chose to kept prices
unchanged, took a toll on HPCL's
performance. Now with the crude
oil price in the USD 80 per barrel
levels, any further increase in oil
prices and inability to pass it on to
consumers, can continue to strain
HPCL's profitability. That said
easing of inflation over the next
few months and moderation in
crude oil prices globally will be
positive for HPCL. The windfall
tax on crude, which is currently a
negative, may be phased out
should the crude prices moderate
toUSD 70levels.
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Striking the balance

DIPANKAR DEY

n April 2, OPEC (Organ-

isation of Petroleum

Exporting Countries)

and its allies, includ-
ing Russia, agreed to widen crude
oil production cuts to 3.66 million
barrels per day (bpd), or 3.7 per
cent of the global demand. Saudi
Arabia has announced a voluntary
output cut of 1.66 million bpd on
top of the existing 2 million bpd
cuts (since Qctober 2022). These
cuts were made as a precaution-
ary measure aimed at supporting
market stability. The voluntary
cut starts in May and would last
until the end of 2023. The surprise
announcement helped push up oil
prices by USD 5 per barrel, within
72 hours, to above USD 85 per bar-
rel. Nonetheless, it is argued that
excessively high oil prices might
be counterproductive for OPEC+
as they speed up inflation, includ-
ing for goods the group needs to
purchase. High crude prices would
also encourage speedier produc-
tion gains from non-OPEC mem-
bers and investments in alternative
sources of energy.

OPEC+

OPEC, formed in 1960 with the
aim of fixing the worldwide sup-
ply of oil and its price, is a cartel of
13 oil producer countries namely:
Iran, Iraq, Kuwait, Saudi Arabia,
Venezuela, Algeria, Angola, Congo,
Equatorial Guinea, Gabon, Libya,
Nigeria, and the United Arab
Emirates (UAE). Currently, OPEC
nations produce around 30 per cent
of the world’s crude oil. Saudi Ara-
bia is the biggest single oil producer
within OPEC, producing more than
10 million barrels a day.

In 2016, when oil prices were
particularly low, OPEC joined
forces with ten other oil producers
to create OPEC+. These countries
were: Azerbaijan, Bahrain, Bru-
nei, Kazakhstan, Malaysia, Mex-
ico, Oman, Russia, South Sudan,
and Sudan. These new members
included Russia, which also pro-
duces over 10 million barrels a day.
Together, these 23 nations pro-
duce about 40 per cent of the entire
world’s crude oil, reports BBC.

OPEC+ has the economic capa-
bility to disrupt or enhance the sup-
ply of oil to substantial levels at any
time, severely affecting oil prices.
Experts believe that it can exert a
substantial influence on the global
oil market.

However, some of the top oil-
producing countries are non-OPEC
nations. This includes the United
States of America, which is the
number one producer, as well as
Canada and China. But in the case
of exports, OPEC countries like
Saudi Arabia, Iraq, and UAE domi-
nate the list. Russia — one of the
members of OPEC+ — has emerged
as the major producer and exporter
of crude oil. Refer to the Table for
details.

Petrodollar: the crude

equivalent standard
Paying for oil in US dollars has
been a nearly universal practice for
decades since 1973 when the US
dollar embraced crude oil as the
new gold and migrated to the ‘crude
equivalent standard’ from the ‘gold
equivalent standard’ of 1944. Pet-
rodollar or Petro currency refers
to the US dollar traded for world-
wide crude-oil exports. It facilitates
the investment of export gains as
the dollar is the world’s reserve

| India imports 85 per cent of its crude oil
rose by 8.5 per cent in February, compared to the sume period lust year
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The decision of OPEC+ to cul oil production is reflective of ils increasing alignment with
emerging intergovernmental institutions like SCO vis-a-vis US-led Western blocs. India,
lo relain ils secure position in terms of oil supplies, should make balanced choices

currency. US President Richard
Nixon withdrew the dollar from the
gold standard on August 15, 1971,
because of stagflation and USA’s
dwindling gold reserves.

It may be recalled that in 1973,
the US and Saudi Arabia entered
into an agreement, and the US
agreed to offer armed protection
to Saudi Arabia and provide weap-
onry and other military supplies. In
return, Saudi Arabia, the leader of
the Arab region, and OPEC agreed
to sell all oil in US dollars. More-
over, Saudi Arabia would recycle
the surplus dollars into the Amer-
ican economic system using US
treasury bills and bonds. By 1975,
all OPEC members embraced the
Petro currency arrangement, and
consented to export oil in US dol-
lars. As a result, the American cur-
rency got pegged, by default, to the
crude oil price. If the crude price
increases demand for the US dol-
lar increases. Thus, the US dollar
became the reserve currency for
most central banks worldwide, as it
was the chief currency needed for
natural gas and oil trading, reported
Millennium Post.

With the emergence of the new
world order, the Eurasian bloc, led
by China and Russia, is now chal-
lenging the near monopaoly of the
usDh.

Reasons for production
cuts by OPEC+

Two factors primarily influ-
ence the global oil price: geopolit-
ical developments and economic
events that can lead to changes in
oil demand and supply levels, which
ultimately determine the price.
Analysts have identified at least
four major reasons why OPEC+
has decided to cut output, reports
Reuters. These are:

Apprehensions about weak
global demand: It is feared that
a global recession could lead to
lower oil prices. Worries of a fresh
banking crisis have led investors to
sell out of risk assets such as com-
modities with oil prices which fell
to nearly USD 70 per barrel from
near an all-time high of USD 139
in March 2022. Russian deputy
prime minister Alexander Novak
said that the Western banking crisis
was one of the reasons behind the
cut, along with “interference with
market dynamics”, a Russian expres-
sion to describe a Western price cap
on Russian oil.

Punishing speculators: It
is believed that the cut will pun-
ish those who bet on the oil price
decline (short sellers). In 2020,
Saudi Energy Minister warned
traders against betting heavily on
the oil market, saying he would
try to make the market jumpy and
promised that those who gamble on
the oil price would face disastrous
consequences.

Seeking higher price: Many
analysts believe that OPEC+ was
keen to put a floor under oil prices
at USD 80 per barrel while UBS and
Rystad predicted a jump back to
USD 100. According to Goldman
Sachs, OPEC’s power has increased
in recent years as US shale responses
to higher prices have become slower
and smaller, in part because of pres-
sure on investors to stop funding
fossil fuel projects.

OPEC vs NOPEC: America has
lost its historical grip on OPEC, as its
main ally Saudi Arabia, the leader of
OPEC, has aligned with China. For
decades, the USA has been trying to
counter OPEC by threatening legal
action against its members through
an initiative named NOPEC — the
No 0il Producing and Exporting
Cartels (NOPEC). Several attempts
to pass NOPEC legislation in the

=

consumption, and its crude oil impo

Country % world OPEC/OPEC+/ Country % world | OPEC/OPEC+/
production | Non-OPEC exports | Non-OPEC

USA 19.8 Non-OPEC Saudi Arabia | 16.5 OPEC

Saudi Arabia | 113 ORPE® Russia 8.3 OPEC+

Russia 113 OPEC+ Canada 7.5 Non-0PEC

Canada 58 Non-0OPEC Irag ] WREE

China 5.2 Non-OPEC UAE 7 OREC

SOURCE: HTTPS: //WWW.INVESTOPEDIA. COM/ARTICLES/INVESTING/01221 6/ HOW-OPEC-AND-NONOPEC- PRODUCTION-AFFECTS-OIL-PRICES.ASP

US Congress have long
worried OPEC’s de
facto leader Saudi
Arabia. It may

be recalled that

¢ India and "N,
lron may use

purchasing Russian oil
at a steep discount
since sanctions
were imposed
on Russia in

in 2019, Saudi the Shcmghou response to
Arabia threat- Cooperqﬂon its invasion of
ened to sell o e Ukraine. India
its oil in cur- Orgonlsahon imports 85

rencies other
than the dol-
lar if Washington
passed a version
of the NOPEC Bill,
which would undermine the dollar’s
status as the world’s main reserve
currency. But the tension between
Washington and Riyadh reached a
flashing point when the NOPEC
Bill was passed by a Senate com-
mittee with 17-4 votes on May 5,
2022. The Bill is intended to protect
US consumers and businesses from
engineered oil spikes. If signed into
law, the US attorney general would
gain the option to sue the oil cartel
or its members, such as Saudi Ara-
bia, in federal court. However, it is
unclear exactly how a federal court
could enforce judicial antitrust
decisions against a foreign nation.
Another reason for the pro-
duction cut could be to avenge
the International Energy Agency’s
(IEAS) decision to release oil stock
in 2022, which IEA claimed was
necessary to bring down prices
amid fears of sanctions that would
disrupt Russian supply. The United
States, which released most stocks,
said it would buy back some oil in
2023 but later ruled it out. JP Mor-
gan and Goldman Sachs said the
US decision not to buy back oil for
reserves might have contributed to
the move to cut output by OPEC+
countries.

Impact on India

The voluntary cuts by countries
in the oil cartel are set to start in
May and last till the end of 2023.
Both Saudi Arabia and Russia will
trim oil production by 500,000 bar-
rels per day until the end of this
year while other OPEC members
like Kuwait, Oman, Iraq, Algeria,
and Kazakhstan also reduce output.
Reduced supply is likely to push the
crude prices to USD 100 per bar-
rel. Countries heavily dependent
on imported oil, like India, Japan,
and South Korea, are likely to be
severely hit.

India is the third largest oil con-
sumer in the world and has been

platform to revive
their oil trade

per cent of its
crude oil con-
sumption, and its
crude oil imports
rose by 8.5 per cent
in February, compared to the same
period last year. Analysts fear that
ifthe oil price goes up further, even
the discounted Russian crude will
start to hurt India’s growth, reports
CNBC.

Russia has emerged as thesingle-
largest supplier of crude oil which
is converted into petrol products at
refineries. India’simports from Rus-
sia jumped about five times to USD
41.56 billion during the April-Feb-
ruary period of FY2022-23. Indias
imports of crude oil from Russia
soared to a record 1.6 million bar-
rels per day in February and are
now higher than combined imports
from traditional suppliers Iraq and
Saudi Arabia. India buys more than
one-third (around 35 per cent) of
its imported crude from Russia.
In February 2022, before the start

A

of the Russia-Ukraine war, Russia’s
share in India’s crude imports was
negligible.

Iraq — the second largest
oil source for India — supplied
9,39,921 barrels per day (bpd) of
oil in February while Saudi Arabia
supplied 6,47,813 bpd of oil. The
UAE overtook the US to become the
fourth-largest supplier at 4,04,570
bpd. As per a report by The Hindu,
the US supplied 2,48,430 bpd, down
from 3,99,914 bpd in January. India
sources crude oil from 39 coun-
tries. The rise in Russian imports
has been at the expense of Saudi
Arabia and the United States. Oil
imports from Saudi fell 16 per cent
month-on-month and that from the
US declined by 38 per cent.

With the end of US waivers
that allowed the import of crude
from Iran without sanctions, India
stopped buying oil from Iran in
FY19.In the immediate years before
the ban, Iran was Indias third-big-
gest source of crude oil. Between
FYO07 to FY09, Iran was the sec-
ond-biggest source after Saudi Ara-
bia. Interestingly, after Iran’s exit,
India filled the void by importing
oil from the US, the country which
initiated the sanctions. Iran may
make a comeback
as a major
oil
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partner for India.

In May 2022, India bought Rus-
sian oil at a discount of USD 16 a
barrel. Though the discount was
reduced and was at USD 14 a bar-
rel in June, USD 12 a barrel in July,
and USD 6 a barrel in August, India
is estimated to have saved over Rs
35,000 crore by importing cheap
Russian crude between Febru-
ary and November 2022, reports
MoneyControl.

The Hindu reported that almost
a quarter of the Russian imports are
now paid in UAE’s dirham. India’s
largest lender State Bank of India
has a nostro, or foreign currency,
account in Russia. Similarly, many
banks from Russia have opened
accounts with Indian banks to facili-
tate trade. Bank of Baroda and Axis
Bank have handled most of the dir-
ham payments.

In an interesting development,
Bangladesh and Russia have recently
agreed to use Yuan to settle payment
for a nuclear plant that Moscow
is building in Bangladesh, reports
Reuters. Under the agreement, Ban-
gladesh will settle payments with
Russia via a Chinese bank. Russian
beneficiaries will reportedly receive
the funds through China’s Cross-
Border Interbank Payment System
(CIPS), established in 2015, since
many Russian banks have been cut
off from the Society for Worldwide
Interbank Financial Telecommuni-
cations (SWIFT) system.

India’s oil security

Thanks to its partnerships with
BRICS and SCO, India is in a secure
position in terms of oil supplies.
It is reported that the next edition
of the BRICS Summit in August
could put in place a mechanism for
transition to trade settlements in
national currencies among mem-
ber states. Now the BRICS nations
— Brazil, Russia, India, China, and
South Africa — are setting them-
selves up as an alternative to existing
international financial and politi-
cal forums. These countries, which
house over 41 per cent of the world’s
population, are trying to position
themselves as representatives of the
Global South, providing an alter-
native model to the G7 which is
an “informal forum” of heads of
state of the world’s most advanced
economies, founded in 1975. Ger-
many, France, the United Kingdom,
Italy, Japan, Canada, the US, and
the European Union are members
of G7.

India is already buying crude
from Russia in local currency.
Recently, China and Russia have
also agreed to trade in local cur-
rencies. India-China trade for 2022
climbed to USD 135.98 billion - a
rise of 8.4 per cent over the

USD 125-billion mark
a year earlier, reports
The Wire. Despite
the tension along the
border, data released

by the commerce
ministry showed,
China overtook
the US to return
as Indias larg-
est trade partner,
with USD 11.49
billion worth of
goods traded
in July 2022,
underscoring
the country’s
growing reli-

ance on its northern neighbour.

Recently, Brazil and China
have deepened their cooperation
on Yuan settlement as the alterna-
tive to the US dollar in cross-border
trade and investment. Last week,
China’s largest commercial bank,
Industrial and Commercial Bank
of China (ICBC), processed the
first cross-border Yuan settlement
in Brazil at its local branch there,
marking another significant step
in the Yuans globalisation, reports
Global Times. The joint statement
made during Brazilian President
Luiz Inacio Lula da Silva’s state visit
to China last week mentioned the
signing of multiple bilateral agree-
ments, most of which were on
trade, technological and agricul-
tural cooperation. Both Presidents
have vowed to deepen cooperation
in various fields under the BRICS
framework, reports CGTN.

SCO is the other platform that
canbe properly used by India, which
will ensure a secure supply of crude
oil ina turbulent time. Launched in
Shanghaiin June 2001, the SCO has
eight full members, including its
six founding members — China,
Kazakhstan, Kyrgyzstan, Russia,
Tajikistan, and Uzbekistan. India
and Pakistan joined as full mem-
bers in 2017, and at the Samarkand
summit in 2022, Iran was admitted
as a permanent member of the SCO.
Over the years, SCO has emerged
as one of the largest trans-regional
international organisations.

In March this year, the gov-
ernment of Saudi Arabia officially
agreed to join the Shanghai Coop-
eration Organisation (SCO) as a
dialogue partner. India and Iran
may use the Shanghai Cooperation
Organisation (SCO) platform to
revive their oil trade.

Conclusion

In 2023, India is playing host
to two major Summits — G20,
which is an extended group of G7
countries, and the Shanghai Coop-
eration Organisation (SCO). The
USA and its NATO allies are des-
perately trying to involve India in
their fight against emerging super-
power China and its Eurasian allies.
In March, the US permanent repre-
sentative to NATO said, NATO’s
door was open for more engage-
ment with India should the Indian
government seek it. Meanwhile,
Palitico reported that European
leaders are becoming increasingly
favourable towards French Presi-
dent Emmanuel Macron’s push for
“strategic autonomy” away from
the United States. Now, the USA is
desperately seeking India’s support
to remain relevant in the chang-
ing geopolitics where it is increas-
ingly getting marginalised. India
also should maintain its strategic
autonomy and not get dragged into
an anti-China alliance led by the
USA.

Unlike G20, which is a forum
and not a legislative body, SCO is
a multinational intergovernmen-
tal institution. As major OPEC+
countries like Russia, [ran, Saudi
Arabia, and Kazakhstan are associ-
ated with SCO, India must put the
appropriate focus, as it deserves, on
the upcoming SCO Summit.

With a history of thousands
of years of peaceful co-existence
between India and China, there is
no reason to believe that the present
‘trust deficit’ cannot be rebuilt into

mutual trust. As both China and

India are members of BRICS,

G20, and SCO, it is important

that these two great nations

amicably settle their border
issues and lead the world to a bet-

ter future.
Views expressed are personal
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Three IOCL Paradip Refinery
employees arrested

STATESMAN NEWS SERVICE
PARADIP, 22 APRIL:
Three employees of 10CL
Paradip Refinery including
two juniorengineersand acon-
tract worker were arrested
by the Abhayachandpur police
for illegal supply of alkylate
products from plant by giv-
ing their ID card to the dri-
ver of a private vehicle .
Sources said thevehiclewas
at the MS blending site near
the Indian Oiltanking Limit-
ed (IOTL) on Friday carrying
eight empty containers and
was detected by the CISFE.
The driver produced a [OCL
permanent ID card named
Mrunmaya Kumar Bai . Later,
the driver identified himself
as Biswajit Guru , contract

The

worker of M/S Dispan Udyog
whoused the duplicate pass
of Bai to enter inside M5
blending site near the IOTL
area.

During investigation, it
was found that Baiis working
as junior engineer grade V1 of
Paradip Refinery of 10CL
while Dehuryis also ina sim-
ilarpost. Duringinterrogation,
these accused persons have
confessed their guilt. They
havestolenthealkylate prod-
uct from Paradip Refinery of
IOCL by using a fake gate
pass of JE Bai through a pri-
vate car. Sub Inspector of
CISF Ashish Joshi lodged an
FIRwith the Abhayachandpur
police station and all three have
been arrested.

Sun, 23 April 2823
e i n e NLEPs: f/epaper. thestates:
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