ECONOMIC TIMES, Delhi, 1.1.2024

Page No. 4, Size:(12.71)cms X (18.93)cms.

Diesel Cars Hurtling Out as
NCR Shifts to Green Options

CNG, electric & strong hybrid vehicles demand rises amid recurrent bans on old vehicles

Greener Mobility

Sharmistha Mukherjee
& Prachi VermaDadhwal

New Delhi: One out of every four
car buyers in the National Capital
Region in 2023 purchased the new
vehicle after selling the one they
were driving, industry executives
said, amid recurrent bans on the
movement of old petrol and diesel
vehicles imposed by the local aut-
horities to contain air pollution.

Replacement demand for vehicles
in the NCR has shot up by 30%, out-
pacing a 22% increase reported co-
untrywide, they said. This has co-
me along with a marked shift away
from diesel to more environment-
friendly options like CNG, electric
and strong hybrid vehicles.

The share of diesel in new car sa-
les inthe NCR declined to 5.8% this
fiscal year from 7.5% in FY23 and
8.8% in FY22. CNG, once used most-
ly in buses and taxis, now accounts
for 20.7% of new vehicle sales. De-
mand for hybrid vehicles too is on
the rise, pacing ahead of the elec-
tric segment where worries over
availability of public charging in-
frastructure are weighing on sales.

Arnab Kumar (name changed), an
employee at a public sector bank in
Delhi, islooking tosell hisdiesel-po-
wered Mahindra XUV 700. While
his vehicle meets the latest BS-VI
emission standards, he is worried
about the increasingrestrictionson
diesel vehicles in the national capi-
tal. “I am planning to change the
car soon,” Kumar said. He is consi-
dering replacing it with either a
strong hybrid vehicle or an entry-
level petrol car from Audi or BMW.

In addition to the restrictions
on themovement of old diesel ve-
hicles at times of severe pollu-
tion, they can be run only for 10
yearsinthe NCR, which hasbeen
prompting many like Kumar to
move away from the fuel.

Strong hybrids come with a com-
bustion engine and electric motor
and can run on either of these ora
combination of both, offering
high fuel efficiency. “We are seeing
higher replacement buying in the

= Vehicle replacement
demand in NCR has shot

= CNG now accounts for 20.7% of new
vehicle sales

up by 30%, outpacing
22% rise reported
countrywide

= This has come with a
marked shift away from
diesel to eco-friendly
options like CNG, EV and
strong hybrid vehicles

= Share of diesel in
new car sales in NCR
declined to 5.8% in
FY24 from 7.5% in FY23
and 8.8% in FY22

CNG GAINING MOMENTUM
Onanational level, die-
selcarshareinoverall
PV salesslippedto
17.5%this fiscal, while
CNGincreasedto 14.5%

NCR, when compared to the natio-
nal average,” said Shashank Sri-
vastava, senior executive officer
(marketingand sales)at car market
leader Maruti Suzuki. “Consumers
want new vehicles, clean vehicles.
And itisnot only in Delhi, the senti-
ment is spreading to other parts of
the country,” he said

On a national level, while the sha-
reof diesel vehicles in overall sales
of passenger vehicles dropped to
17.5% this fiscal year, from about
19% two years back in FY22, that of
CNG increased to 14.5% (from
8.6%). Strong hybrid and electric
vehicles comprise 2% of sales cur-
rently. Shailesh Chandra, mana-
ging director at Tata Motors Pas-
senger Vehicles and Tata Passeng-
er Electric Mobility, said citieslike
Delhi-NCR, Ahmedabad, Mum-
bai, Pune, Hyderabad, Bengaluru
and Chennai have emerged as

u Hybrid vehicles demand too is on
the rise, pacing ahead of EV segment

SANJEEV

front-runners in this transition to
e-mobility. Tata Motor is the mar-
ketleader in electric cars in India.
Chandra said once adequate
charging infrastructure is avai-
lable, the pace of adoption of elec-
tric vehicles will accelerate. “Now
product is not a problem, and pri-
ce is also not a big problem becau-
se products have proven themsel-
ves to be much punchier. Running
costs, maintenance costs are low.
So, what is stopping people (from
purchasing EVs)? Primarily, the-
re are bottlenecks around char-
ging. (That)is what holds a person
back to not go for their only and
firstcarasan EV,” Chandra said.
Uday Chawla, managing partner
at Transearch India and a resident
of in Gurgaon, said he was deba-
ting between purchasing an elec-
tric vehicle and a hybrid, anticipa-
ting restrictions on vehicle move-
ments to get further stringent. He
eventually zeroed in on the Toyota
Innova Hycross, a strong hybrid
that allaved concerns related to
range anxiety. “Every year, and at
least twice a year we are hit by seve-
re pollution and many of my cars
cannot be used due to restrictions
on BS-1V diesel and BS-I11I petrol ve-
hicles...SoIdecided onahybrid.”

sharmistha.m@timesgroup.com
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Drop in global prices a relief for oil
import-dependent Indian economy

AGENCIES
MEW DELHI, 31 DECEMBER

The decline in global oil
prices, despite the geopolit-
ical uncertainty in West Asia,
has come as a major shot in
the arm for the Indian econ-
omy as the country imports
over 85 per cent of its crude
oil requirement.

Volatile oil prices pose a
downside risk to the econo-
my as costlierimports trigger
anincrease in domestic infla-
tionandweakenthe rupeeas
more US dollars arerequired
to make import payments.

The price of the Indian bas-
ket ofcrude oil imports, which
was moderating earlier, trend-
ed upwards during July-Octo-
ber 2023 after the OPEC+ oil
cartel went in forproduction
cuts. However, the econom-
ic slowdown worldwide has
nowled toadedine indemand
causing prices to fall again.

The price of the Indian
basket of crude impons aver-
aged $90.08 a barrel during
October 2023 and $93.54 per
barrel during September
2023, Prcesof the benchmark
Brent crude in the interna-
tional marketare now down
1o %77 a barrel while the Indi-
an basket would be even
lower.

In the current situation,
while the geopolitical tensions
sparked by thelsrael-Hamas

e 1%
war tend to pushupoil prices,
it is the softening demand that
eventually resultsinbringing
prices down.

The past experience has
been that prices surged in
March, 2022 as Russia's inva-
sion of Ukraine upended
global crude flows which
caused prices to shoot past
the $139 a barrel mark.

However, prices came
down sharply in the second
half of the year as central
banks hiked interest rates
and stoked fears of reces-
sion which caused demand
to crash.

Government'sChief Eco-
nomic Advisor V. Anantha
MNageswaran doesnotseeoil
prices as a major downside
risk for the Indian economy
in the next financial year
(2024-25).

"The geopolitical situa-
tion and what is happening
to carngo movement inthe Red
Sea are relevant factors. How-
ever, this is going to runinto

the challenge of slowing
demand. If prices rise, they
will further cool down the eco-
nomicactivity,” Nageswaran
saidin an interaction at State
Bank of India's Banking and
Economic Conclave in M um-
bai last week.

"I do not think energy
demand will necessarily
become sufficient enoughin
the course of 2024 to see oil
prices spike up,” he added.

Anoil pricesurge of 10 per
cent from the baseline of $85
per barrel could weaken
domestic growth by 15 basis
points and increaseinflation
by 30 basis points, according
0 eCONOMISTS.

Leading global investument
bank Morgan Stanley esti-
mates that every $10 rise in
oil prices pushes up India's
inflation by 50 basis points,
assuming the higher costs
are passed on to consumers,
and widens the current
account deficit by 30 basis
points.
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Govtsettoauditrising
spot crude purchases

SUBHAYAN CHAKRABORTY
New Delhi, 31 December

A major increase in the per-
centage of spot tenders being
issued for crude oil purchase
by oil marketing companies
(OMCs) in the last few years
has led the Parliamentary
Standing Committee on
Petroleum to caution against
the practice and ask oil
public sector undertakings
(PSUs) to better plan their
crude purchases.

As a result, the petroleum
and natural gas ministry will
soon begin an audit into the
issue, officials said.

In a recent Bill tabled in
Parliament, the committee
has stressed that the average
cost of purchases in spot ten-
ders should be lower than
term contracts. Spot purchase
has steadily been rising over
the past few years. It reached
35.13 per cent of all oil imports
in 2022-23, up from 27.58 per
cent in 2017-18. The commit-
tee has recommended that the
ministry should conduct an
audit to see whether the pur-
chases in spot tenders
have actually resulted in
cheaper cost.

“We have taken note of the
recommendations. An audit
will be held. Oil companies
have always tried to raise the
share of spot contracts but
global volatility, especially in
major oil producing regions,
have increased spot purchas-

Note: All figures from 2022-23 - ]
Source: Parliamentary Standing Committee on Petroleum

es,” a petroleum ministry offi-
cial said.

Annual term contracts,
which are usually for one year,
are finalised considering some
major factors. They are tech-
no-economic analysis, supply
security, international politi-
cal and trade relations, and
geographical spread of supply
sources. Spot purchases are
resorted to by oil PSUs to meet
the balance requirement,
which is not covered under
the term contract.

This gives flexibility to
crude oil purchases based on
seasonal market demand.

And, it also gives the
option of exploring various
new grades for which term
contracts are not available.

It is generally expected
that the spot tenders may be

Share of spot purchases rising in
imported oil mix (%)
HTerm MSpot

available at a cheaper price
than term contracts. The pur-
chases are done with national
oil companies (NOCs) at the
official selling price (OSP) of
the country from which it
is imported.

Whenever the quantities
are not available from such
countries the PSUs go to
NOCs, who do not have OSP.

The committee observed
that the purchases between
term and Spot are approxi-
mately two-thirds and one-
third for Indian Oil
Corporation. Meanwhile, it
was in the ratio of 60:40 for
Bharat Petroleum. It acknowl-
edged that oil PSUs have
autonomy and are the best
judges to decide on the type of
purchase for crude oil from
international markets.
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Offshore mining: Rules may be eased
tobring small players to auction table

Proposed plan involves cap of3100 cr each for performance security and upfront payment fora PL

NITIN KUMAR

New Delhi, 31 December

In a bid to attract smaller players to the
country’s first offshore mineral mining
auction, the governmentis considering
easing the regulations related to per-
formance security and upfront pay-
ment.

The proposed plan involves a cap of
%100 crore each for performance secti-
rity and upfront payment for a prodtic-
tion lease (PL). A holder of a composite
licence (CL) would only need to pay 350
crore as performance security. However,
if the CL holder applies for a PL, this
amount would be revised to 3100 crore.
Notably, no upfront payment is required
for a composite licence.

For onshore mining, the govern-
ment’s proposal sets both performance
security and upfront payment at 3500

WHAT'S
THE PLAN?

. M |ndividuals will need to pay

%50 crore as performance security
while holding a composite licence (CL)

M [fthe CL holder appliesfora PL, the
amountwill be revised to ¥100 crore

M No upfront paymentis required for a
composite licence

crore for a mining lease (ML).
Additionally, the performance security
for a composite licence (CL) is set at
250 crore, with the potential to be
revised to ¥500 crore if the CL holder
applies for an ML.

So far, the country has not engaged
in offshore mining. However, for

onshore operations, the performance
security and upfront amount are set at
0.50 per cent of the value of estimated
resources (VER). This payment is
required upfront before obtaining the
mining lease (ML). For a composite
lease, the performance security is 0.25
per cent of the VER but is revised to

0.50 per cent when the mining licence
is issued for the same block.

The decision to cap performance
security and upfront payment comes
from the observation of the Ministry of
Mines that bidders are deterred by the
need to pay a substantial amount
upfront, leading to reduced participa-
tion in the auction process.

The relaxation of the regulations fol-
lows the Centre’s announcement
regarding the auction of 20 critical min-
eral blocks onshore and the proposed
auctioning of 15-20 offshore mineral
blocks in the first quarter of 2024.

These sums act as a financial guar-
antee of the successful bidder’s com-
mitment to performance. The success-
ful bidder is required to maintain the
performance security throughout the
lease period and revise it every five
years based on the reassessed VER.
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CRISIL ANALYSIS

Oil, gas sector set for good growth this financial year

Expansion of city gas distribution
(CGD), increased activity in refineries
and petrochemicals sector, and high-
er power generation amid moderat-
ing gas prices will support a broad-
based increase in consumption of
natural gas in India through the next
financial year.

Overall, consumption is estimat-
ed torise 10-15 per cent in the finan-
cial year 2023-24 (FY24) and 5-10 per
centin FY25.

Multiple supporting factors are at
play here, including deepening pen-
etration, moderating prices and
growing segmental consumption.
Lower gas prices, both domestically
and globally, coupled with enhanced
domestic availability, are also expect-
ed to support demand growth.

The trends indicate a positive tra-
jectory across various segments of
natural gas consumption.

CGD is expected to log a

“ 2024 MAYWITNESS MILDER GAS PRICES
AROUND $10, WHICH WILLSEE RAMP UP IN GAS
DEMAND SPECIALLY FROM POWER, CITY GAS
DISTRIBUTION, AND INDUSTRIES. WITH INCREASED
EXPECTED PEAK POWER DEMAND OF 250 Gw AND
ABASEDEMAND OF OVER 200 Gw THIS SUMMER,
POWER SECTOR MAY BECOME GAS USER ,,

RAJESH K MEDIRATTA
MD & CEO, Indian Gas Exchange

Subsequently, high inventory and
demand destruction in the European
markets led to a sharp fall of 55 per
cent to an average of $13-14 per
MMBtu in 2023. In 2024, gas prices
are expected to remain at a similar
level, averaging $10-15 per MMBtu.

The inherent volatility in the LNG
market, exemplified by the

10-15 per cent growth in
FY24, with the compressed
natural gas (CNG) segment
growing 10-15 per cent,
domestic piped natural gas
(PNG) segment up 5-10 per
cent, thanks to pricing
reforms, and the industrial
PNG segment staging a

THE WAY
AHEAD

OIL & GAS

potential strikes at Australian
LNG terminals in 2023, indi-
cates the sector’s susceptibil-
ity to external events.

Credit profiles seenstable
for CGD players despite
rising capex

Healthy volume growth this

rebound with 12-17 per
cent growth.

Gas prices have witnessed signif-
icant volatility over the past two cal-
endar years. In 2022, geopolitical cir-
cumstances caused a spike, with
global liquefied natural gas (LNG)
prices peaking at $30 per MMBtu.

financial year and the next,
coupled with a stable outlook for
domestic gas prices, following imple-
mentation of the new pricing mech-
anism since the beginning of this
financial year, will drive margin
expansion and a significant
improvement in cash accruals for

CGD players, bolstering their busi-
ness strength.

At the same time, capital outlay
for these players is seen rising to
nearly 325,000 crore annually, up
from 20,000 crore annually over the
past three years. This comes as they
progress towards the achievement of
minimum works programme targets,
especially for the geographical areas
allotted during the 10th and 11th
rounds of bidding.

Resultantly, interest coverage and
the net debt-to earnings before inter-
est, tax, depreciation and amortisa-
tion (Ebitda) ratios will moderate to
16-17x and 1.0x, respectively, during
financial years FY24 and FY25, com-
pared with 20.0x and 0.9x, respec-
tively, in FY23.

However, improving operating
performance of these companies,
combined with the modular nature
of capex, will keep the overall credit
outlook stable for CGD players over
the near-to-medium term.

Consumption of petroleum
products to spurt, crude oil
prices ebbin FY23

Consumption of petroleum products
in India is expected to increase 5 per
centin the current financial year and
3-5 per cent in FY25, to breach pre-
Covid-19 levels. The growth, a shade
below 9 per centin FY23, is primarily
supported by recovery in consump-
tion of industrial fuels and continued
growth in transportation fuels.

The transportation fuels (58-60
per cent of consumption) segment is
poised to witness a 4-6 per cent
growth in FY24, followed by an esti-
mated 3-5 per cent increase in FY25,
driven by expansion in personal
mobility and per-capita consump-
tion. Industrial fuels (16-18 per cent
of consumption) may increase 6-8
per cent in FY24 and 5-7 per cent in
FY25, riding on a revival in petro-
chemical production and improving
road construction initiatives.

Crude oil prices (dated Brent) are
expected to average $82-84 per barrel
in 2023, representing a substantial
decline of 15-20 per cent from the
peak in 2022. The prices are mainly
supported by balancing of global
crude oil trade, steady production
from the US and lower-than-antici-
pated demand from China and
Europe. In 2024, global crude oil
prices are expected to remain range
bound due to the hawkish OPEC+ ini-
tiatives to moderate supply — con-
tinuation of this policy will be a key
factor impacting prices next year.

However, the impact of the West

Asia conflict and its spillover into the
Red Sea will need to be monitored.

Credit profiles to remain stable;
operating margins to improve
credit metrics

Crude oil prices have moderated in
FY24 and are likely to remain range
bound in FY25, too. This has boosted
the profitability of oil refiners and
marketers. While gross refining mar-
gins remain healthy, marketing mar-
gins have also improved in FY24 as
retail fuel prices were stable despite
lower crude oil rates.

Assuming the retail prices of key
fuels such as petrol and diesel remain
unchanged in FY25, marketing mar-
gins, too, will remain stable.

Therefore, key credit metrics such
as the interest coverage ratio as well
as gearing will improve significantly
in FY24 to around 10.0x and 14X,
respectively. This compares with
%3.0x and 7.0x in FY23, and should
remain comfortable through FY25 as
well. Further, healthy balance sheets
of these companies and the expected
healthy operating performance will
lend stability to the overall debt met-
rics of the sector over the near-to-
medium term despite higher capex
intensity. The sector’s ratings factor
its criticality to the economy as well
as government support. As a result,
the credit profiles of oil refiners and
oil marketing companies (OMCs) will
remain stable over the near-to-medi-
um term.

Moreon business-standard.com
- a -
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ONGC’s KG Basin project set
torevitalise hydrocarbons

GLOBAL LINKAGE. The price will be linked to international benchmark crudes

—
Richa Mishra
Hyderabad

In 2024, the Krishna Godav-
ari Basin, which lies off the
Andhra Pradesh coast, may
just regain some of its lost
glory in the country’s hydro-
carbon space. Anytime now,
ONGC, the public sector oil
and gas giant, will com-
mence oil production from
its flagship deep water pro-
ject KG-98/2 Development
Project. Gas production
from the project has already
commenced in March 2020
with the plan of further
ramping up by May 2024.

Though the initial buzz
was that the oil would follow
from the project in Decem-
ber itself, sources said some
technical issues are being
sorted out.

The KG-DWN-98/2 is ad-
jacent to Reliance Indus-
tries-BP’s famous KG-D6
block. ONGC is the operator
of the block KG-DWN-98/2,
which consists of three
clusters of discoveries—
Cluster I, 11 and II1.

In Cluster II, commercial
production from one gas
field has already com-
menced from March 2020
and crude oil production is
scheduled for May 2024,
Minister of State for Petro-

PROJECT MILESTONES. ONGC to commence oil production
from KG-98/2 Development Project in 2024, with gas production
already started in 2020

leum & Natural Gas
Rameswar Teli said in a writ-
ten response to a question in
Rajya Sabha recently. But
the PSU was confident of
starting the production be-
fore time.

CLUSTER DETAILS

Asked If this includes the ul-
tra-deepwater well or if is
this just one of the Clusters
which was being worked at,
an official told businessline:
“This does not include pro-
duction from the ultra-deep
well. Production shall be
from Cluster-I1 of KG-
DWN-98/2 Block.” There
will also be associated gas

production, the source
added.

Teli had informed that “In
Cluster-II1, there is one ul-
tra-deepwater gas discovery,
which would be the second
deepest hydrocarbon dis-
covery in the world when
monetised. The FDP is
scheduled to be submitted
by January 2026.” A Field
Development Plan (FDP),
outlines how a company in-
tends to develop a petro-
leum field, manage the im-
pact on the environment
and society, as well as fore-
casts for production and
costs.

Regarding who were the

buyers of this oil, the source
said: “The crude oil will be
marketed on arm’s length
basis. All domestic refiners
(OMC/private) are pro-
spective buyers.” On what
price will the oil be sold —
whether it is benchmarked
to Brent, the source said:
“The price of this crude oil
will be linked to interna-
tional benchmark crudes
like dated Brent depending
on the prevailing market
conditions.”

PRODUCTION PLANS
ONGC proposes to start
producing from three to
fourwells initially and the
initial production could be
8,000 to 9,000 barrels per
day. According to the source,
the first oil consignment will
be to the subsidiary Man-
galore Refinery and Petro-
chemicals Ltd (MRPL). Peak
oil output is pegged at
45,000 barrels per day.

It is estimated that about
2 mmscmd of gas would also
flow with oil. ONGC had
said the estimated capital
expenditure would be $ 5.07
billion and operational ex-
penditure would be $ 5.12
billion over a field life of 16
vears. According to ONGC,
Block KG-DWN-98/2 is an
offshore project with chal-

lenging geology.
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Parl panel calls for import of
wider range of crude grades

SUBHAYAN CHAKRABORTY

New Delhi, 31 December

The Parliamentary Standing Committee on
Petroleum has called for importing a wider
range of crude oil grades to reduce the cost of
the Indian crude basket. In a recent report
tabled in Parliament, the committee
also exhorted public sector undertak-
ings in the oil sector to modernise
their vintage refineries and improve
capabilities to process awide variety
of crude oil.

The Indian crude basket com-
prised Sour grade (Oman & Dubai
average) and sweet grade (Brent
Dated) of crude oil processed (indige-
nous and imported) in Indian
refineries during the previous finan-
cial year. It is presently calculated
every month, based on a weighting
of 75.62 per cent for the price of sour
grades of crude oil (average of Oman
& Dubai) and 24.38 per cent sweet grade of crude
oil (Brent Dated).

About 250 grades of crude oil are traded in
the global crude market. Indian refineries buy
only about 50 grades in a year, the committee
noted. However, the Petroleum and Natural Gas
Ministry has pointed out that the purchase of
crude by oil PSUs depends on refinery configu-
ration, seasonable demand, price of crude,
required product, and operational exigencies.

The Indian crude basket is used as an indi-
cator of the price of crude imports in India and
the government watches the index while exam-
ining the domestic price issues.

Indian

refineries buy
only 50 grades
of crude oil in
ayear out of
250 oil grades
traded in the
global market

Some industry insiders have called for
changing the way the basket price is calculated,
especially since it has yet to factor in the large
volume of Russian crude that has been consis-
tently imported by India since the start of the
war in Ukraine. In May 2023, it became India's
largest crude oil supplier, with 1.96 million
barrels per day (mb/d).

The basket price is also higher since
West Asia crude generally costs more
due to the levy of Asian premium.
This is an extra amount levied by the
Organization of the Petroleum
Exporting Countries (OPEC) on sales
1o Asian countries above the actual
selling price. The ministry has
stressed the number of crude oil
grades imported is based on the
technical and economic competi-
tiveness of individual crude oil
grades. "Besides this, different grades
of crude oil have different properties
which in turn produce different
quantities and quality of products. These crudes
are selected on the basis of refinery require-
ments, acceptability and economics. Moreover,
crude grades which are beneficial to the oil PSUS
in terms of bettering of Refining Margins are
sought in the market," it told the committee.

It also pointed out that the broad varieties
of crude can nowadays be processed by Indian
refineries due to advancements in the techni-
cal specifications of refineries. The present
refining capacity of Indian refineries stands at
253.92 Million Metric Tons Per Annum (MMT-
PA), and is projected to increase by about 56
MMTPA by 2028.
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PSU cos’ mkt cap jumps 45% to Z51L cr in ’23

Govt Top Gainer From Stock Surge | Most-Valued State-Owned Co SBI Lags
NTPC, LIC AMONG TOP MCAP GAINERS

Partha.Sinha@timesgroup.com

Mumbai: Investor wealth, as
measured by BSE market capi-
talisation, surged by about Rs
85 lakh crore in 2023, of which
Rs 16 lakh erore — or nearly a
fifth of theoverall gain—came
from state-owned companies.

The combined market of 65
odd public sector underta-
Kingsjumped by 45% in 2023 in
line with the upsurge in the
broader market. The market
value of these PSUs, where the
President (on behalf of the go-
vernment) is either the majo-
rity owner or owns a substan-
tial stake, increased by Rs 15.8
lakhcroretoRs50.51akhcrore,
data from Refinitiv showed.

In comparison, among lar-
ge private sector business hou-
ses, Aditya Birla Group’s mar-

Top PSU wealth-creators

Source: Refinitiv

1 Market cap gain in 2023 (3 cr)
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ketvalue increased by 38%, Ta-
taGroup’s by nearly 32%, Bajaj
Group’s 23%, Reliance Indu-
stries’ by amarginal 1.6%, whi-

le Adani Group, thanks to the
Hindenburg Research report,
saw 29% wealth erosion.

The PSUs operate in a di-

verseset of sectors that inclu-
de energy, insurance, power,
railways, banks, ship-buil-
ding and ports.

In 2023, the biggest addi-
tion to the PSU market cap
was by NTPC. It made its sha-
reholders richer by Rs 14
lakh crore with its current
market valuestandsatnearly
Rs 3.1 lakh crore. The power
sector giant was followed by
LIC thatadded Rs 93,547 crore
toitsmarket value which isat
Rs5.3lakhcrore.

Coal India stood third as
India depends on coal to fire
its power plants and several
other industries amid a glo-
bal move towards cleaner so-
urces of energy The 67%
jump in Coal India’s stock
price also translated to a Rs
93,026-crore addition to its

market value to Rs 2.3 lakh
crorenow, the data showed.

In NTPC, the President
held 51.1% stake while in LIC,
it was 96.5%. The stake in Co-
al India stands at 63.1%, sha-
reholding data as of Septem-
ber-end, disclosed to the BSE,
showed. In terms of market
value, SBI tops the table
among PSUs with a market
cap of Rs 5.7 lakh crore. Ho-
wever, despite a rally in most
PSU banks in 2023, the leader
in the pack barely moved.

Compared to 18-19% gains
in the sensex and Nifty, and a
12% rise in BSE’s banking in-
dex, SBI gained less than 5%
during the year. This transla-
ted to a market cap addition
of Rs 25,301 crore. In SBI, the
President holds 57.5% stake,
BSE data showed.
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PSU cos’ mkt cap jumps 45% to Z51L cr in ’23

Govt Top Gainer From Stock Surge | Most-Valued State-Owned Co SBI Lags
NTPC, LIC AMONG TOP MCAP GAINERS

Partha.Sinha@timesgroup.com

Mumbai: Investor wealth, as
measured by BSE market capi-
talisation, surged by about Rs
85 lakh crore in 2023, of which
Rs 16 lakh erore — or nearly a
fifth of theoverall gain—came
from state-owned companies.

The combined market of 65
odd public sector underta-
Kingsjumped by 45% in 2023 in
line with the upsurge in the
broader market. The market
value of these PSUs, where the
President (on behalf of the go-
vernment) is either the majo-
rity owner or owns a substan-
tial stake, increased by Rs 15.8
lakhcroretoRs50.51akhcrore,
data from Refinitiv showed.

In comparison, among lar-
ge private sector business hou-
ses, Aditya Birla Group's mar-

Top PSU wealth-creators

Source: Refinitiv

1 Market cap gain in 2023 (3 cr)
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ketvalue increased by 38%, Ta-
taGroup’s by nearly 32%, Bajaj
Group’s 23%, Reliance Indu-
stries’ by amarginal 1.6%, whi-

le Adani Group, thanks to the
Hindenburg Research report,
saw 29% wealth erosion.

The PSUs operate in a di-

verseset of sectors that inclu-
de energy, insurance, power,
railways, banks, ship-buil-
ding and ports.

In 2023, the biggest addi-
tion to the PSU market cap
was by NTPC. It made its sha-
reholders richer by Rs 14
lakh crore with its current
market valuestandsatnearly
Rs 3.1 lakh crore. The power
sector giant was followed by
LIC thatadded Rs 93,547 crore
toitsmarket value which isat
Rs5.3lakhcrore.

Coal India stood third as
India depends on coal to fire
its power plants and several
other industries amid a glo-
bal move towards cleaner so-
urces of energy The 67%
jump in Coal India’s stock
price also translated to a Rs
93,026-crore addition to its

market value to Rs 2.3 lakh
crorenow, the data showed.

In NTPC, the President
held 51.1% stake while in LIC,
it was 96.5%. The stake in Co-
al India stands at 63.1%, sha-
reholding data as of Septem-
ber-end, disclosed to the BSE,
showed. In terms of market
value, SBI tops the table
among PSUs with a market
cap of Rs 5.7 lakh crore. Ho-
wever, despite a rally in most
PSU banks in 2023, the leader
in the pack barely moved.

Compared to 18-19% gains
in the sensex and Nifty, and a
12% rise in BSE's banking in-
dex, SBI gained less than 5%
during the year. This transla-
ted to a market cap addition
of Rs 25,301 crore. In SBI, the
President holds 57.5% stake,
BSE data showed.
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PSU cos’ mkt cap jumps 45% to Z5IL cr in ’23

Govt Top Gainer From Stock Surge | Most-Valued State-Owned Co SBI Lags
NTPC, LIC AMONG TOP MCAP GAINERS

Partha.Sinha@timesgroup.com

Mumbai: Investor wealth, as
measured by BSE market capi-
talisation, surged by about Rs
85 lakh crore in 2023, of which
Rs 16 lakh crore — or nearly a
fifth of theoverallgain—came
from state-owned companies.

The combined market of 65
odd public sector underta-
Kings jumped by 45% in 2023 in
line with the upsurge in the
broader market. The market
value of these PSUs, where the
President (on behalf of the go-
vernment) is either the majo-
rity owner or owns a substan-
tial stake, increased by Rs 15.8
lakh croretoRs50.51akh crore,
data from Refinitiv showed.

In comparison, among lar-
ge private sector business hou-
ses, Aditya Birla Group’s mar-

Top PSU wealth-creators

Source: Refinitiv

1 Market cap gain in 2023 (2 cr)
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ketvalue increased by 38%, Ta-
taGroup’s by nearly 32%, Bajaj
Group’s 23%, Reliance Indu-
stries’ by amarginal1.6%, whi-

le Adani Group, thanks to the
Hindenburg Research report,
saw 29% wealth erosion.

The PSUs operate in a di-

verse setof sectorsthatinclu-
de energy, insurance, power,
railways, banks, ship-buil-
ding and ports.

In 2023, the biggest addi-
tion to the PSU market cap
was by NTPC. It made its sha-
reholders richer by Rs 1.4
lakh crore with its current
market valuestands atnearly
Rs 3.1 lakh crore. The power
sector giant was followed by
LIC thatadded Rs 93,547 crore
toitsmarket value whichisat
Rs5.31akh crore.

Coal India stood third as
India depends on coal to fire
its power plants and several
other industries amid a glo-
bal move towards cleaner so-
urces of energy. The 67%
jump in Coal India’'s stock
price also translated to a Rs
93,026-crore addition to its

market value to Rs 2.3 lakh
crore now, the data showed.

In NTPC, the President
held 51.1% stake while in LIC,
it was 96.5%. The stake in Co-
al India stands at 63.1%, sha-
reholding data as of Septem-
ber-end, disclosed to the BSE,
showed. In terms of market
value, SBI tops the table
among PSUs with a market
cap of Rs 5.7 lakh crore. Ho-
wever, despite a rally in most
PSU banks in 2023, the leader
in the pack barely moved.

Compared to 18-19% gains
in the sensex and Nifty, and a
12% rise in BSE's banking in-
dex, SBI gained less than 5%
during the year. This transla-
ted to a market cap addition
of Rs 25,301 crore. In SBI, the
President holds 57.5% stake,
BSE data showed.
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SOME IDLING SOKOL CRUDE TANKERS COULDHEAD TO CHINA INSTEAD

Russian oil imports hit 11-month
low in Dec as Sokol cargoes dry up

SUKALP SHARMA
NEW DELHI, DECEMBER 31

INDIA'S RUSSIAN oil imports
declined toan 11-month low in
December as the country was
unable to take delivery of any
cargo of the Sokol grade crude,
even as the import volumes of
the Urals crude—the mainstay
of India's oil imports from
Russia—remained robust inthe
last month of 2023, shows an
analysis of latest shipping data
provided by commodity market
analytics firm Kpler.

India's import of the Sokol
crude, which is produced in
Russia's Far East region, @n into
problems related to Western
sanctions and payments over
the past monthor so, The Indian
Express has learnt. As a result,
six oil tankers carrying Sokol
crude for government-owned
Indian il Corporation {10C)
were idling close to the Indian
waters for weeks, unable to dis-
charge the oil at their destina-
tion ports—Vadinar and
Paradip, as per ship tracking
data. Two of the six tankers are
now showing Chinese ports as
their destinations, indicating
that these cargoes could finally
be consumed by Chinese refin-
ers instead.

Indian refiners cumulatively
imported 1.48 million barrels
per day {million bpd ) of Russian

Russian oil in December. file

oil in December, down 11.6 per
cent from the volumes deliv-
ered in November, as per Kpler
data. December import vol-
umes were the lowest since
January 2023, when India's
Russianoil imporis stood at 1.41
million bpd. In December, oil
imports from Russia accounted
for32.9 per cent of India's total
oil imports of 4.51 million bpd,
followed by Iraq (22 per cent)
and Saudi Arabia( 15.6 per cent ).
In November, India had im-
ported 4.52 million bpd of
crude, of which, 37.1 per cent
came from Russia, the data
showed.
“Interestingly, the volume of
Urals that Indian refiners are

Indian refiners cumulatively imported 1.48 million bpd of

buying isroughly the sameasit
was before, around 11-1.15 mil-
lion bpd. The big change this
month was the absolute ab-
sence of Sokol imports. Indian
refineries bought an average of
140,000 bpd of Saokal this
year...December 2023 marks
the firstand only monthin2023
that India didn't buy {(any Sokaol
crude),” said Viktor Katona,
Kpler's Lead Crude Analyst.
Sokol crude cargoes for India
appear to be grappling with a
dual problem. At least one of the
idling tankers—NS Century—
was sanctioned by the United
States (US) for dealing in
Russian oil above the Group of
Seven's (7 price cap of $60 per

barmrel. According to sources, the
tanker was sanctioned while it
was already on its way to the
Vadinar port. The other major
problemthat has emerged is in
the payment mechanism for
Sokolcrude.

According to trade sources,
Sakhalin-1 LLC—an arm of
Russian oil major Rosneft—
which supplies Sokol crude to
10C, has not beenable to secure
an account in the United Arab
Emirates {UAE ) in order to ac-
cept payments in dirhams.

Given that not all Indian
banks are being able to process
payments in dollars for Russian
crude, particularly in cases
where it might be difficult to
prove that the oil was boughtat
a price compliant with the G7
price cap, India's public sector
refiners are now opting to pay
in UAE dirhams for such car-
goes.

"“The amassement of Sokol-
laden tankers around India will
most probably see asuddenres-
olution over the upcomingdays.
Of the six tankers that were
idling around India's coast, two
have started o indicate Chinese
final destinations. As the UAE
banking delays of the Sakhalin-
| project operator continue, ef-
fectively being unable to fully
relocate the trading of Sokol
cargoes into the relativelycalm
waters of the Dubai trading
world, China might appear as

the final solution for some car-
goes,” Katonasaid.

But it might be too early to
“write off" India's appetite for
the Far East Russian crude
grade, Katona said, as three
tankers were recently booked
to transport Sokol crude, and all
three “indicate India as their fi-
nal destination”. As per ship
racking data, twoof the tankers
are expected to unload Sokol
crude at the Paradip port, and
one at the Vadinar port.

In the aftermath of the war
in Ukraine, as Western sanc-
tions on Russia aleered global
crude oil flows, Indiaand China
emerged as the biggest buyers
of Russian aude, accounting for
most of Moscow's oil exports.

Prior to the war in Ukraine,
Russia was amarginal playerin
India's oil imports. However, as
the West began shunning
Russian oil following Moscow's
February 2022 invasion of
Ukmine, Russiastarted offering
decpdiscounts onits oil towill-
ing buyers,

Indian refiners started lap-
ping up the discounted barrels,
catapulting Russia to the top
spot on the list of India's il sup-
pliers, displacing traditional
heavyweights like Iraq and
SaudiArabia Indiais the world's
third-largest consumerof crude
oil and depends on imports o
meet over 85 percent of its re-
quirement.
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Why fuel prices in India remain high despite global relief

2

D)5 B DECIPHERS

Theprices of petrol and diesel in Bengaluru in Decemnber are Rs 101.94 and Rs 87.89per litre, respectively. The prices have been high since May 2022, shortly after the war between Ukraine and Russia broke out and caused a spike in
global crude oil prices. While crude prices have come down since, this hasn’t translated to rate cuts at fuel pumps across the country. In this edition of DH Deciphers, Anjali Jain explains why fuel rates haven't been revised, the factors
that come into play while determining prices, and if any respite is expected in the near future.

How is the price determined?
Setting petrol and diesel prices in
India factors in the price of crude
oil, the cost of processing, freight
and storage, taxes levied by state
and central governments, and the
exchange rate between the rupee
and the US dollar.

Factors like the Russia-Ukraine
war, which sent crude oil prices to
their highesti 13 years, and fluc-
tuations in dollar-rupee exchange
rates, which reached lifetime lows
inrecent months, have significantly
hiked fuel bills in India. While oil
marketing companies (OMC) like
Indian Oil and Bharat Petroleum
used to revise rates periodically
earlier, the rates have largely been
frozen since mid-2022 despite a
climbdown in prices.

How have petrol and diesel prices
moved since the pandemic?

Before the pandemic hit India in March
2020, petrol in New Delhi was priced at
Rs 73.94/litre, but was hiked to Rs 83.04
by the time lockdown restrictions were
lifted in July, despite historical lows seen
in global crude oil prices due to falling de-
mand. Prices were consistently hiked in the
following months, before Russia invaded
Ukraine. In April 2022, a litre of petrol in
Bengaluru cost over Rs 111/litre.

The government stepped in at this point,
freezing fuel rates and discouraging OMCs
from revising them. Although, India’s oil
procurement strategy has since changed
drastically, as it now imports a majority
of its requirements from Russia, where
oilis cheaper compared to Saudi Arabia,
this hasn't translated into any relief on the
consumers’ wallets

Why have oil manufactur-
ing companies not revised
prices?

Because prices were frozen post
the Ukraine war, OMCs record-
ed huge losses from the hike in
procurement costs that they
couldn’t pass on to retail consum-
ers. The decision to keep prices
unchanged despite corrections
has been cited as a way for OMCs
to recoup these losses, a strategy
that has largely worked in their
favour as they booked consistent
profits in 2023 after hitting rock
bottom in 2022. In contrast to
peak losses of Rs 17 and Rs 35/
litre on petrol and diesel, respec-
tively in 2022, OMCs are now
making a profit of Rs 8-10 and Rs
3-4flitre.

D>

How have tax collections from petrol and diesel
played arole?

Another factor at play here are taxes on diesel and petrol,
which comprise excise duty levied by the central govern-
ment and value-added tax (VAT) collected by the states.
Currently, they collectively make up for over 40% of the total
cost of petrol in Bengaluru. For instance, the price charged
to dealers for a litre of petrol in December was Rs 57.35.
However, consumers paid an excise duty of Rs19.90 excise
dutyand Rs 21.17 in VAT on top of this, bringing the total to
Rs 101.92 after also adding the dealer’s commission.

Excise duties contribute close to 80% of the centre’s total
revenue from the petroleum industry. These are further
increased during times of need, like the pandemic, when the
government hiked excise duties to pay for subsidies distrib-
uted during the lockdown. A major chunk of states’revenue
from from fuel VAT.

However, taxes had been going up consistently even
before the pandemic hit. There has been a 459% hike in
tax collected on the retail price of petrol and diesel in India
between 2014-21.

Will the general elections play a partin
price correction?
‘With the Lok Sabha elections in 2024, there
has been speculation of how this will affect
fuel prices in the future. While price relief was
expected in the second half of 2023, this was
hampered by fresh geo-political tensions in
the Middle East. With oil prices once again
fluctuating since Hamas’ attack on Israelin
October, and attacks on ships in the Red Sea,
Indian refiners are looking for alternative
suppliers. Hence OMCs will remain reluctant
to revise rates until price volatility is brought
under control.

Reports indicate that the government is
in talks with OMCs to consider revisions.
Moreover, the centre is considering a plan to
re-allocate as much as Rs1lakh crore from
the budgets of various ministries to contain a
surge in food and fuel costs without hamper-
ing its fiscal deficit target.
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