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Law Minister pitches for
Institutional arbitration

PIONEER NEWS SERVICE
New Delhi

aw Minister Arjun Ram
LMeghwal on Saturday

pitched for institutional
arbitration, saying it was part of
Indian culture after the ONGC
chairman urged making arbitra-
tion proceedings timely and
not “timeless”.

Addressing a conference on
institutional arbitration here,
the minister also said that
organisations should be ready to
be flexible and rigid, depending
on the need of the hour, to
ensure that its interests remain
protected and it contributes
towards nation building.

Meghwal felt that officers
should be willing to take risk
and not follow the beaten track
to ensure financial interests of
their organisation. Meghwal
lamented that while arbitra-
tion was part of Indian culture,
the concept got “disturbed”
somewhere and other countries
became hub of international
arbitration. He hoped that India
will soon emerge as the new hub
of international arbitration.
Speaking on the occasion,
ONGC Chairman Arun Kumar
Singh said time is money, and
hence there was a need to make
the procedure of arbitration
timely and not “timeless”.

He said settlement of com-

mercial disputes in a time-
bound manner was quintessen-
tial for the business ecosystem.

He also felt that there was a
need to make arbitration “more
corporate and less legal”. Singh
said disputes largely arise out of
three reasons: executives being
excessively conservative who
pass the buck to save their skin;
excessive optimism of vendors
who take contracts at low bids
and subsequently fail to com-
plete the job and create disputes
to wriggle out of the situation
and rigidity in contracts, which
make completing tasks difficult.

Law Secretary Anju Rathi
Rana said the government has
been consistently trying to make
arbitration and mediation
processes faster and easier. She
recalled a recent directive from
the Department of Legal Affairs,
which pushes for reducing judi-
cial interventions and using
institutional and not ad hoc
arbitration.

The chairman of India
International Arbitration
Centre, Justice (retd) Hemant
Gupta, said the mindset has to
change for parties to go for insti-
tutional arbitration, rather than
an ad hoc system to settle
commercial disputes.

He said people will have to
choose institutional arbitration
to understand its benefits over
court-appointed arbitration.
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Crune WATCH
O1L UP OVER 12.5% ON WEEKLY BASIS

Houwston: Oil prices rose 7% on Friday amid Isradl-Iran air strikes.
Brent arude futures settled at $74.23 a barrdl, up $4.87 or 7.02%, US
WTI crude finished at $72.98 abarrel, up $4.94, or7.62%. Brent and
WTTrose 12.5% and 13%, respectively, from a week ago. REUTERS
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Upside potential

CRUDE CHECK. Participants can go long

—
Akhil Nallamuthu

bl. research bureau

Crude oil prices surged consider-
ably last week. Brent crude oil fu-
tures on the Intercontinental Ex-
change (ICE) ($74.20/barrel)
gained 11.7 per cent and the
crude oil futures on the MCX
(X6,161/barrel) was up 12.6 per
cent.

BRENT FUTURES ($74.20)
Brent crude oil futures went past
resistances at $68, $70 and §75
last week and marked a five-
month high of $78.50 on Friday.
But it saw some moderation and
closed the week at $74.20.

Note that the price band of
$80-82 is a resistance. If the cur-
rent uptrend lifts the contract
above $82, it can extend the rally
to $90. Subsequent resistance is
at $95.

In case there is a drop in price,
the contract can find support at
$70 and $68.

Overall, the next move could
be a minor correction to $70, and
then Brent futures can resume
the rally, which can potentially
take it to $82.

MCX-CRUDE OIL (¥6,161)
Crude oil futures (Jul) saw a
strong rally last week, and hit a

high of 36,311 on Friday. After
the initial uptick, the contract
softened through the session and
closed at ¥6,161.

A close above 6,000 is a
bullish sign and keeps the prob-
ability of further rally high. But
note that outstanding open in-
terest dropped on Friday to 5,623
contracts compared to 6,782
contracts on Thursday, despite a
substantial price gain.

So, there is an indication that
traders booked profits at higher
levels.

This might continue, which
can drag the price lower. But it
can be limited to either 6,000 or
5,800.

A resumption in the rally can
lift crude oil futures to 7,000, a
barrier.

Trade strategy: Buy crude oil
futures (Jun) at %5,800. Target
and stop-loss can be 36,800 and
¥5,600 respectively.
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OPEC+ would struggle to cover

[ranian oil supply disruption

After Israel attacked Iran and Tehran pledged to retaliate, the oil
prices jumped as much as 13% to their highest since January

LONDON: Oil market partici-
pants have switched to dreading
a shortage in fuel from focus-
ing on impending oversupply in
just two days this week, Reuters
reported.

After Israel attacked Iran
and Tehran pledged to retali-
ate, oil prices jumped as much
as 13 per cent to their high

since January as investors price
in an increased probability of a
major disruption in Middle East
oil supplies.

Part of the reason for the
rapid spike is that spare capac-
ity among OPEC and allies to
pump more oil to offset any
disruption is roughly equiva-
lent to Iran’s output, according
to analysts and OPEC watchers.

Saudi Arabia and the United
Arab Emirates are the only
OPEC+ members capable of
quickly boosting output and
could pump around 3.5 million
barrels per day (bpd) more, ana-
lysts and industry sources said.

Iran’s production stands at
around 3.3 million bpd, and it
exports over 2 million bpd of
oil and fuel. There has been no
impact on output so far from
Israel’s attacks on Iran’s oil
and gas infrastructure, nor on
exports from the region.

But fears that Israel may
destroy Iranian oil facilities to

» Iran's production stands
at around 3.3 mn bpd,
& it exports over 2
million bpd of oil & fuel

» Saudi Arabia & UAE
are only OPEC+

Part of the reason
for the rapid

spike is that spare
capacity among
OPEC and allies to
pump more oil to
offset any disruption
is roughly equivalent
to Iran’s output

s cap ble of
boosting output & could
pump 3.5 mn bpd more

» An attack with a
significant impact
on Iranian output
that required other
producers to pump
more to plug gap would
leave very little spare
capacity to deal with
other disruptions

deprive it of its main source of
revenue have driven oil prices
higher. The Brent benchmark
last traded up nearly 7 per cent
at over $74 on Friday.

An attack with a signifi-
cant impact on Iranian output
that required other producers
to pump more to plug the gap
would leave very little spare
capacity to deal with other dis-
ruptions - which can happen
due to war, natural disasters or

accidents.

And that with a caveat that
Iran does not attack its neigh-
bours in retaliation for Israeli
strikes.

Iran has in the past threat-
ened to disrupt shipping
through the Strait of Hormuz
if it is attacked. The Strait is the
exit route from the Middle East
Gulf for around 20 per cent of
the world’s oil supply, including
Saudi, UAE, Kuwaiti, Iragi and

Iranian exports. Iran has also
previously stated that it would
attack other oil suppliers that
filled any gap in supplies left due
to sanctions or attacks on Iran.

“If Iran responds by disrupt-
ing oil flows through the Strait
of Hormuz, targeting regional
oil infrastructure, or striking US
military assets, the market reac-
tion could be much more severe,
potentially pushing prices up
by $20 per barrel or more,” said
Jorge Leon, head of geopolitical
analysis at Rystad and a former
OPEC official.

CHANGEIN CALCULUS

The abrupt change in cal-
culus for oil investors this week
comes after months in which
output increases from OPEC
and its allies, a group known
as OPEC+, have led to investor
concern about future oversup-
ply and a potential price crash,

Saudi Arabia, the de facto
leader of OPEC, has been the
driving force behind an accel-
eration in the group’s output
increases, in part to punish allies
that have pumped more oil than
they were supposed to under
OPEC+ agreements.

The increases have already
strained the capacity of some
members to produce more,
causing them to fall short of
their new targets.

Even after recent increases,
the group still has output curbs
in place of about 4.5 million
bpd, which were agreed over
the past five years to balance
supply and demand.

But some of that spare oil
capacity - the difference between
actual output and notional pro-
duction potential that can be
brought online quickly and sus-
tained - exists only on paper.
After years of production cuts
and reduced oilfield investment
following the COVID-19 pan-
demig, the oilfields and facilities
may no longer be able to restart
quickly, said analystsand OPEC
watchers.

Western sanctions on Iran,
Russia and Venezuela have also
led to decreases in oil invest-
ment in those countries.

“Following the July hike,
most OPEC members, exclud-
ing Saudi Arabia, appear to be
producing at or near maximum
capacity, J.P. Morgan said in
a note.

Outside of Saudi Arabia and
the UAE, spare capacity was
negligible, said a senior industry
source who works with OPEC+
producers. “Saudi are the only
ones with real barrels, the rest is
paper,” the source said. He asked
not to be named due to the sen-
sitivity of the matter.  AGENCIES
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