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Lower oil prices to aid OMCs’
marketing margin outlook

NEW DELHI

oftening crude oil prices
S afterstayingelevated for

morethan ayearsincethe
start of the Russia-Ukraine war
inFebruary 2022 bode well for
domesticrefiners aswell as for
the broader economy.

Just as the fall in retail fuel
pricesis positive forthe Indian
economy, lower crude prices
are also favourable for oil mar-
keting companies (OMCs)
engaged in the refining and
marketingofpetroleum prod-
ucts. These firms had faced
pressures on marketing mar-
ginswhen crude pricesrallied.
Apartfrom boosting theirmar-
keting margins, lower crude
priceswould also lead to adrop
in working capital needs ofthe
OMCs since they have to pay
less for oil imports. Some sof-
tening of crude prices in the
Decemberquarter hasalready
led to improved performance,
reducinglosses on marketing.

Thebenchmark Brent aver-
aged about $88 a barrel in Q3
FY23, down 11% sequentially,
and all three oil marketing
companies —Indian Oil Corp.
Ltd (I0OCL), Hindustan Petro-
leum Corp. Ltd (HPCL) and
Bharat Petroleum Corp. Ltd
(BPCL)—saw their marketing
marginsimprove and earnings
rebound in Q3, compared to
the first half of FY23.

OMCs are likely to record
strongimprovementin operat-
ing performance this quarter,
compared to the December
quarter, said Avishek Datta, a
research analyst at Prabhudas

The benchmark Brent

averaged about $88 a barrelin
Q3FY23 HT

Lilladher Pvt Ltd.

Marketing marginsare likely
to have rebounded to35a litre
for OMCs in Q4 FY23, as per
analysts,compared to negative
margins in the firstthree quar-
ters of FY23. Though refining
margins have fallen broadly,
and by about30% in the case of

refiners sourced 20-35% of
theircrude requirementsfrom
Russia, said analysts.

Market worries that risks in
the global bankingsector could
spark arecession and dent fuel
demand isdriving the latest cor-
rection in crude prices. Prices
have also been pressurized as
theEnergy Information Admin-
istration said US shale crude oil
productionin theseven biggest
shale basins is expected torise in
April toits highest since Decem-
ber 2019, as per analysts. This
may keep oil prices under check
inthe nearterm,

Analysts feel that crude prices
could remain around similar
levels, considering the current
inventory levels. While the
improvement in operating met-
rics is positive for all the three
OMCs, theimpact on perform-
ance of each company differs
based on their portfolio and
level of exposure tothe refining

diesel, they are segment com-
expected to be Low-cost crude pared to the mar-
still better than  would also leadto  ketingsegment.
what the OMCs 4 drop in working Looking at the
&arnedd du_l'i[lg capital needs of mix for .lh{'lth}rge
€ pan 'emlc. OMCs since they q{nlpa}lles. 1PCL
Analysts at h ¢ | with its larger
Anand Rathi SV L0 fady IS dependence on
Rescarchtoosaid ~ for oilimports . aingappears
that falling crude ——— poised to benefit
prices would be the most from the

positive forstate-runoiland gas
companies as it would bring
down their energy costs, boost-
ing demand besides lowering
the need for working capital.
OMCs can better manage
profitability by adjusting mar-
keting margins, supported by
more Russian discounted-
crude sourcing, they added. In
January and February, Indian

current momentum, while
10CLcould have the least ben-
efit, saiclanalysts at ICICI Secu-
rities.

Its calculations suggest that
for every 1.5 a litre expansion
in blended retail margins,
HPCL’s consolidated earnings
per share can jump 48%, while
for IOCL and BPCL, it is 29%
and 42%, respectively.



BUSINESS LINE, Delhi, 23.3.2023

Page No. 5, Size:(17.32)cms X (5.33)cms.

OPECH+ likely to stick to its guns despite price slump

Reuters

PEC+is likely to stick toits
O deal on output cuts of 2

million barrels per day (bpd)
until the end of the year, even aftera
banking crisis sent crude prices
plunging, three delegates from the
producer group told Reuters.

Oil prices hit 15-month lows on
Monday in response to the banking
crisis that followed the collapse of two
US lenders and resulted in Credit
Suisse being rescued by Switzerland’s

biggest bank UBS. Last October
OPEC+, which comprises the
Organization of the Petroleum
Exporting Countries (OPEC) and
allies led by Russia, agreed steep
output cuts of 2 million bpd from
November until the end of 2023
despite major consumers calling for
increases to production.

That decision helped to push Brent
close to $100 a barrel, but prices have
come under pressure since then as
rising interest rates to combat high
inflation threaten to stymie oil

demand growth, Falling oil prices are a
problem for most of the group’s
members because their economies rely
heavily on oil revenue,

Russian Deputy Prime Minister
Alexander Novak on Tuesday said that
Moscow will continue with a 500,000
bpd production cut it announced last
month, lasting until the end of June.

“This is onlya unilateral cut of
Russia,” one of the delegates said. “No
changes for the group until the end of
year,” he added.

Another delegate added that no

further cuts were planned by the

oup.

A third delegate said the recent
slumpin oil prices was related to
speculation in the financial market,
not market fundamentals.

The heads of top oil traders and
hedge funds that spoke at an industry
event this week said that they expected
oil prices to strengthen by the end of
the year as continued easing of
Covid-19 restrictions in China drive
up demand in the world’s biggest oil
importer.



TIMES OF INDIA, Delhi, 23.3.2023

Page No. 8, Size:(7.02)cms X (6.72)cms.

IGL and BHEL enter pact to make
special cylinders for hydrogen use

New Delhi: Indraprastha Gas Ltd, Delhi’s city gas suppliers,
and state-run BHEL (Bharat Heavy Electricals Ltd) on Wed-
nesday signed an MoU to develop, manufacture and deploy
specialised cylinders to be used for hydrogen blending of
CNG and operating fuel cell-based power backup systems.

IGL V-P Sanjeev Kumar Bhatia and BHEL GM marke-
ting S. Prabhakar Signed the MoU in the presence of IGL
director (commercial) Pawan Kumar and BHEL chairman
Nalin Singhal.

The agreement on ‘“T'ype-IV' cylinders will pave the way
for collaboration in the hydrogen value chain under the na-
tional hydrogen mission, IGL said.

The Type-IV cylinders are made
of lightweight material and can
withstand higher pressure. This al-
lows them to offer longer range to
vehicles as they can carry more ga-
seous fuels such as CNG, LNG or —
in future—hydrogen.
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[I0C to Invest 61,077 crore In
petchem complex at Paradip

The company intends to take petrochemical intensity - the percentage
of crude oil converted into chemicals up from 5-6% currently to 10-12%

OUR CORRESPONDENT

NEW DELHI: India’s top oil
company [OC will invest Rs
61,077 crore in building a pet-
rochemical complex at Para-
dip in Odisha - its largest ever
investment at a single location
-as it doubles down on its tran-
sition plan.

In a statement, Indian
il Corporation (IOC) said
its board has given “Stage-1
approval for setting up Para-
dip petrochemical complex at
Paradip, Odisha at an estimated
cost of Rs 61,077 crore”

“This mega project will be
the largest-ever investment
of Indian Oil at a single loca-
tion,” it said but did not give
timelines for completion of the
project.

This is a part of its transi-
tion plan including boosting
petrochemical intensity to help
protect against volatility. Petro-
chemical intensity refers to the
percentage of crude oil that is
converted directly into chemi-
cals that are used to make plas-
tic and other material

Crude oil, pumped out of
the ground and from below the
seabed, is processed in refin-
eries to make petrol, diesel
and other fuel. It can be pro-
cessed to make petrochemicals,
bypassing the fuels.

Indian Oil Corporation’s
petrochemical intensity - the

This is a part of its transition plan including
boosting petrochemical intensity to help
protect against volatility. Petrochemical
intensity refers to the percentage of crude
oil that is converted directly into chemicals

Highlights

» ‘10C’s newer refineries
at Panipat in Haryana
& Paradip in Odisha
have the petrochemical
intensity of 15-20%
cent which would be
raised to 25%'

» The petrochemical
complex at Paradip
would include a world-
scale cracker unit
along with downstream
process units for
producing several
petrochemical products

» It shaill also fadilitate
production of chemicals
and petrochemicals
like phenol & isopropyl
alcohol

percentage of crude oil con-
verted into chemicals- is low
at 5-6 per cent currently. The
company intends to take it up
to 10-12 per cent.

The firm’s newer refiner-
ies at Panipat in Haryana and
Paradip in Odisha have the
petrochemical intensity of
15-20 per cent which would
be raised to 25 per cent, the
company’s chairman Shrikant
Madhav Vaidya had said last
month.

Energy transition refers to
the shift from fossil-based sys-
tems of energy production and
consumption - including oil,
natural gas and coal - to renew-
able energy sources like wind
and solar, as well as lithium-
ion batteries.

This shift is likely to gradu-
ally cut demand for petrol and
diesel and so in preparation of
that IOC is doing petrochemi-
cal projects.

The company said the pet-

rochemical complex at Paradip
would include a world-scale
cracker unit along with down-
stream process units for pro-
ducing several petrochemical
products including polypro-
pvlene (PP), high density
polyethylene (HDPE), lin-
ear low-density polyethylene
(LLDPE) and poly vinyl chlo-
ride (PVC) - these being build-
ing blocks of different grades
of plastics.

It shall also facilitate pro-

duction of niche chemicals and
petrochemicals like phenoland
isopropyl alcohol.

Talking of the development,
Vaidya said, “This mega project
is aligned with Prime Minister
Narendra Modis vision of Pur-
vodaya that is sure to accelerate
the development trajectory and
fuel prosperity in Eastern India.
This cutting-edge, state-of-the-
art petrochemical complex will
undoubtedly be transforma-
tive in its impact, significantly
advancing the Aatmanirbhar
Bharat initiative”

“This mega project shall
significantly improve the pet-
rochemical intensity index of
IndianOil. It shall be a growth
driver in making the com-
pany a major player in the
petrochemical industry, while
strengthening India’s self-reli-
ance in the petrochemical sec-
tor,” he said.

The project, the statement
said, will catalyze the growth
of PCPIR and Plastic Park at
Paradip.

“On commissioning of this
project, domestically available
Petrochemicals are expected to
provide feed and vitalise indus-
trial growth in key downstream
industries like plastic, pharma,
agrochemical, personal care,
paints etc. It is also expected to
create employment opportuni-
ties in eastern India, especially
Qdisha,” it added.
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Government amends
export policy for biofuels

Biofuels include ethyl alcohol, petroleum oil & oils oh-
tained from bituminous minerals, bio-diesel & mixtures

NEW DELHI: The government
on Wednesday said the export of
biofuel from special economic
zones (SEZ) and export oriented
units are allowed for fuel as well
as non-fuel purposes without
any restriction, if the biofuel
is produced by using imported
feed stock.

On August 28, 2018, the gov-
ernment had imposed restric-
tions on export of biofuels
within days of putting similar

conditions for its imports.
Alicence is required for both
exportsand imports of biofuels.
Biofuels include ethyl alcohol,
petroleum oil and oils obtained

from bituminous minerals, bio-
diesel and mixtures.

The Directorate General
of Foreign Trade (DGFT) has
amended that notification of
2018 “to the extent that export
of biofuel from special eco-
nomic zones/export oriented
units, are allowed for fuel as
well as non-fuel purpose with-
out any restriction when pro-
duced using only imported
feed stock’. PTI
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