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Attacks in the Red Sea by the Houthis may hit Indias oil trade

Suez Canal key to crude imports from Russia and refined fuel exports to Europe

| DATA POINT

The Hindu Data Team

emen’s Iran-backed Houth-
Y is have been targeting ves-

sels in the Red Sea since
November to show their support
for the Palestinian Islamist group
Hamas in its war against Israel.
This has prompted major shipping
companies to take the longer and
costlier route around Africa’s Cape
of Good Hope rather than through
the Suez Canal. This is a cause for
concern for India as it is a major
importer of crude oil from Russia
and a significant player in the ex-
port of petroleum products to Eu-
rope, both of which require tran-
sportation through the Suez Canal.

According to a recent Reuters
report, at least four tankers tran-
sporting diesel and jet fuel from
West Asia and India to Europe are
taking the longer route around
Africa to avoid the Red Sea. The di-
verted vessels were carrying a
combined 2.4 million barrels of
diesel and jet fuel.

India is increasingly becoming a
significant player in the petroleum
products export market. In May
last year, data analytics firm Kpler
reported that India became Eu-
rope’s largest supplier of refined
fuels. In the ongoing and previous
financial years, the Netherlands
was the biggest importer of India’s
refined fuels. In FY23 and FY24
(April-October), the country
bought about $19,300 million
worth of refined fuel from India.

These northbound oil ship-
ments reach Europe via the Suez
Canal. Chart 1A shows north-
bound crude oil and petroleum
product volumes from origin
countries transiting the Suez Canal
and the SUMED pipeline (which
transports crude oil north through
Egypt). India was the third biggest
player in terms of petroleum pro-
duct volumes sent north in the
first half of 2023.

Chart 1B shows the destination
countries of the northbound

crude oil and petroleum product
volumes transiting the Suez Canal.
In the first half of 2023, the Nether-
lands was the single largest impor-
ter of such products, most of
which came from India.

These two charts show the sig-
nificant impact that the attacks on
commercial ships in the Red Sea
can have on India’s petroleum pro-
duct exports. Both show million
barrels per day of oil shipments.

An even bigger worry for India
is the record amount of crude oil it
imports from Russia. In FY24
(April-October), India imported
over $26,900 million worth of
crude oil from Russia — its biggest
source of oil this year — with Iraq
featuring a distant second ($15,582
million). A majority of this crude
oil is arriving through the Suez Ca-
nal southbound to India.

Chart 2A shows southbound
crude oil and petroleum product
volumes from origin countries
transiting Suez Canal, in million
barrels per day. In FY23 and FY24
(April-October), southbound sup-
ply of crude oil from Russia
through the Suez Canal grew expo-
nentially.

Chart 2B shows the destination
countries of the southbound crude
oil and petroleum product vol-
umes transiting the Suez Canal.
Most of the southbound crude
from Russia went to India followed
by China in FY23 and FY24 (April-
October). These two charts show
the potential impact that the esca-
lating tensions in the Red Sea can
have on India’s crude oil imports
from Russia and other countries
which use this route.

Reports show that refiners in In-
dia are looking to increase supply
from West Asia as otherwise, the
cost of imports may rise given the
risk involved in transporting oil
through the Suez Canal. With retail
fuel costs already at a historical
high in India, and the general elec-
tions approaching, it remains to be
seen how this situation will unfold.

With inputs from Reuters, AP rmd (he LS.

The charts are sourced from an article titled ‘Red Sea chokepoints are critical for international oil and natural gas
flows', published by the U.S. Energy Information Administration
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Chart 2A | Southbound crude oil and petroleum product
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Chart 2B | Destination countries of the southbound crude oil
and petroleum product volumes transiting the Suez Canal
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Centre meets 70% of FAME-II target

NITIN KUMAR
New Delhi,1January

With the deadline for the Faster
Adoption and Manufacturing of
Electric (and Hybrid) Vehicles
(FAME-II) programme nearing, the
government has met 70 per cent (Or
1.22 million) of the target of more
than 1.74 million electric vehicles
(EVs) since the launch of the
scheme in March 2019.

As monthly sales of EVs consis-
tently surpassed 100,000 through-
out 2023, the Centre is optimistic
the target will be achieved before
the March 31 deadline.

“Given the rapid rate of EV pen-
etration, we are confident of achiev-
ing the target of supporting 1.74 mil-
lion vehicles,” an official of the
Ministry of Heavy Industries said,
adding, “soon there will be no
money to spend”.

As of December 26, the govern-

REPORT

ment utilised 81 per cent, or 8,948
crore, of the 11,096 crore funds
allocated under the scheme.
According to the ministry data,
sourced by Business Standard, the
highest success was witnessed in
the electric bus (e-bus) segment.
The government has committed

PROGRESS Sales (inunits)

Alocation (Fcr)

Target
Achieved*

Note: Total includes e2w, e3w, ekw, ebus, and chargers; data till December25, 2023
| *Includes claims under process and withheld claims

Source: MHI

itself to 94 per cent of the targeted
7,262 e-buses, with 3,620 of them
already deployed.

In contrast, the electric four-
wheeler (e4W) segment exhibited
the lowest success rate, with sup-
port provided to only 51 per cent of
the targeted 30,461 vehicles.

Similarly, support was extended to
69 per cent of the 1.55 million
vehicles in the electric two-wheeler
(e2W) segment.

In the electric three-wheeler
(e3W) segment, the support
achieved was 80 per cent of the
targeted 155,536.

In order to sustain the scheme
until its deadline, the ministry ini-
tiated two steps. One was to reduce
the maximum subsidy for an e2W
from 366,000 to nearly 322,500,
starting from June 1. And the sec-
ond is getting an additional 1,500
crore from the finance ministry.

The vehicle-support target was
also raised from 1.56 million to 1.74
million. The target for e2Ws was
raised by 50 per cent to 1.55 million,
while for e3Ws it was reduced by 68
per cent to 155,536. It was reduced
for e4W by 13 per cent to 30,461.

More on business-standard.com
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Crude oil declines 10% in
2023 on excess supply woes

Mangaluru: Crude oil futures
closed 10 per cent during the
calendar year 2023 due to the
concerns over the increase in
global supplies and decrease in
the demand for the commoadity.
Crude oil prices had seen a
growth of more than 7 per cent
in 2022 due to the Russia-Ukraine
war. However, there were some
short rallies in the market during
2023, ourBureau
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Dividends from
CPSEs cross FY24
Budget target

Collections so farat
43,843 crversus
FY24BE of ¥43,000 cr

PRASANTA SAHU
MNew Delhi, January 1

THE CENTRE'S DIVIDEND receipts
fromthe central public sector enter-
prises (CPSEs) stood at ¥43,843
crore as of [anuary 1,crossing the
2023-24 budget estimate (BE) of
¥43,000 crore, giving furthercom-
fort on the fiscal front.

The dividend receipts of
¥39,086 crore so farin FY 24 were
26%higherthan the receiptsinthe
corresponding period of last fiscal.
Given that the oil marketing com-
panies' (OMCs’) profitability has
improved substantiallydueto soft-
ening of global crude prices, the
CPSE dividend receipts will likely
exceed ¥60,000 crore comfortably
in F¥24 as against thebudget target
of €43,000 crore.

CPSE dividend receipts are an
important component of the gov-
ernment’s non-tax receipts. Along
with dividends from the Reserve
Bank of India,banks and financial
institutions, the Centre’s dividend
income might exceed the budget
target by at least ¥60,000 crore to
¥80,000 crore, boosting its
resources to keep the fiscal deficit
withinthe targeted 5.9% of GDP.

In December, the government
received substantial dividend
installments from Coal India
(¥5,933 crore}, ONGC (¥4,260
crore)and BPCL (¥2,413 crore). It
alsorecently receivedabout 3,63 6
crore from Indian Oil Corporation
andabout ¥1,910 crore from Power
Grid Corporation of India Ltd
(PGCIL) as dividend tranches. The
dividend payments reflect the
robust profitability of state-run
commodity and energy firms,
among others.

Despiteadrasticfall in the prof-
itability of OMCs,a major contribu-
tortodividend receipts,the Centre’s
dividend receipts in FY23 were
around ¥59,000 crore, 3 7% more
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than the budget target of ¥40,000
crore. With disinvestment receipts
likely to fall substantially short of
thetargetof¥51,000crorein FY24,
the extra dividend receipts would
cover the shortfall to a large extent.

Despite the government reduc-
ingits stakeinseveralof these com-
panies, the department of invest-
ment and publicasset management
(Dipam)'scapital management pol-
icyof nudging CPSEs to give higher
dividends to keep investors’ inter-
estintheirstocks has aided the div-
idend payouts.

CPSE dividend receipts under
thesupervision of the Dipamdonot
include receipts from state-run
financial institutions such as banks
and insurance companies.

RBI's surplus transfer to the
Centre rose 188% on year to
¥87,416 crore in FY24 (for
accounting year FY23), which was
very close to ¥91,000 crore esti-
mated from dividend receipts
from the RBI, public sector banks
and financial institutions
(¥48,000 crore) and the CPSEs
(¥43,000 crore).

@2 January 2024

o)
raptoian https://epaper, financialexpt {3



INDIAN EXPRESS, Delhi,

2.1.2024

Page No. 11, Size:(10.53)cms X (9.80)cms.

Houthi threat notwithstanding, it is smooth
sailing for Russum 011 through Red Sea

SUKALPSHARMA
NEW DELHI, JANUARY 1

THE RECENT spate of attacks on
commercial vessels by Yemen-
based Houthi rebels have not im-
pacted flow of Russian crude
through the Suez Canal-Red Sea
route, evenasa numberof global
shipping lines and oil companies
are now avoiding the important
global radeartery,

Tankers carrying Russian
crudle have not rerouted, and even
the fresh cargoesleaving Russian
ports are sticking to the Red Sea
mute toreach Asia, instead of go-
ing all the way around Africa via
the Cape of Good Hope, as per
data fromcommodity marketan-
alytics firm Kpler. Russian oil car-
goes departing from the North Sea
and Black Sea ports take the Suez
Canal-Red Searouteto reach Asia,
specifically India and China,which
aie currently the biggest buyers of
Russian crude. Oil and shipping
analysts do not foresee tankers
carrying Russian oil coming un-
der attackin the region as Russiais
perceived as lran's ally, The Houthi
rebels are widely believed to be
backed by Tehran

“So far, it appears to be clear

$TheIndian EXPRESS

Prior to December, the Suez Canal and the Red Sea
accounted for around 10% of global crude oil flows. Reuters

that Russian cargoes have a kind
of safe passage through the Red
Sea. They have been largely im-
mune to the crisis and given the
equation between Iranand Russia,
itis likely tostay thatway: [t would
be a surpriseif the Houthis go af-
ter Russianoil passingthrough the
region,” anoil market analyst said
on condition of anonymity.

Data on India's December
crude oil imports corroborates the
lackofimpactofthe Red Sea crisis
on Russian oil flows, Volumes of
Urals crude—the mainstay of
India's Russian oil imports—re-
ceived by Indian refiners in
Decemberwereinthe samerange

as the previous fevw months, as per
Kpler data. Urals qude accounts
for about three-fourths of India's
Russian oil imports and is trans-
ported tindiavia the Suez Canal-
Red Searoute.

Over the past few weeks, a
numberof cargo ships have come
under attack from the Houthi
rebels around the Bab al-Mandab
strait, which leads to the Red Sea
and Suez Canal, forming the
shortest, albeit narrow, route o
the Mediterranean Sea and be-
yond from the Arab Peninsula,
MNorth-East Africa, and the Arabian
Sea. The routeis seenas an impor-

tantarteryof global goods and en-

Tue, 82 January 2024
https://epaper.indianexpress.com/c/74246060

ergy supplies. The Houthis have
sofarclaimed that they are target-
ting vessels with linkstoIsrael in
view of its military offensive in
Gaza. Prior to December, the Suez
Canal and the Red Seaaccounted
for around 10 per cent of global
crude oil flows and 14 per cent of
petroleum product flows,
But as a numberof major ship-
ping companies are now avoiding
the route, choosing instead to go
amund the African continent via
the Capeof Good Hope, the share
of global oil and petroleum prod-
uct flows passing through the
Suez Canal has dropped signifi-
cantly, Russian crude, however,
stands out as an excepion
“Crude oil transits through the
Suez Canalwere 1.86 millionbpd
{ barrels perday ) in December, the
lowest number since January
2022, which was also the last
month before the start of the
Russia-Ukraine conflict, Before
that, Russian oil sailing to India
was a rare phenomenon,” said
Viktor Katona, Kpler's Lead Crude
Analyst. He added that Russianoil
cargoes are accounting for neady
half of the crude oil transiting
through theSuez Canal
FULLREPORTON
www.indianexpress.com
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® BUT RELIANCE ON FOSSIL FUEL-BASED INSTALLED CAPACITY SEEN STAYING HIGH AT 41% BY FY30

India Inc embraces renewable energy goals

RAGHAVENDRA KAMATH,
SWARAJ BAGGONKAR

& RAJESH KURUP
Mumbai, January 1

WITH THE COP28 deciding
to move away from fossil fuels,
India Inc is gearing up for the
green transition.

The UN Climate Change Confer-
ence lastmonth also saw decisions
on tripling renewable capacity,
doubling energy efficiency, reduc-
ing methane emissions, phasing
out coal, settingupaloss and dam-
age fund, among others.

“In COP28, the primary com-
mitments made were about
tripling the renewable capacity and
doubling the energy efficiency. 1
would say that Adani Green Energy
(AGEL) is at the forefront of this
movement and we are taking bold
steps to realise these goals,” said
AGEL CEO Amit Singh.

“We have an operational port-
folio of 8.4 GW and target to
develop 45 GW RE capacity by
2020,hence,wearenctaimingjust
three times,we are aiming beyond
that,"Singh said. The company is
developing the world’s largest

AMIT SINGH,
CEC, ADANI GREEM ENERGY

: -

"WE HAVE AN OPERATIONAL
PORTFOUO OF

8.4 GW AND TARGET
TO DEVELOP 45 GW
RE CAPACITY

BY 2030, HENCE
WE ARE NOT
AIMING JUST THREE
TIMES"

renewable energy (RE) plant at
Khavda,spread across 71,000acre,
which will further propel it
towards the 203 0 target. The plant
will play a significant role in
enabling India’s target of 500 GW
non-fossil fuel capacityby 2030,
According to Suzlon vice chair-
man Girish R Tanti, the ‘Green
Credit’ initiative that Prime Minis-
ter Marendra Modi unveiled at
COP28 would be a game changer
for India.”He astutely underscored
the inadequacies inherent in the

Tue, B2 January 2024
FINANCIAL EX&EEEﬁ https://epaper.financialexpress.com/c/74245786

VAISHALI NIGA M SINHA,
CO-FOUNDER, RENEW

-
"OUR NOTABLE TARGETS

INCLUDE BEING WATER-
POSITIVE BY 2030,
SOURCING 100%
OF OUR
ELECTRICITY
THROQUGH
RENEWABLES
BY 2030..."

prevailing carbon credit system.
This critique serves as the catalyst
for ushering in a transformative
philosophy encapsulated by the
groundbreaking green credit con-
ce pt."Ta.nti said. "It is no wonder
that this programme has gamered
massive international support.”
COP28was definitely a positive
step towards climate action, and
hashelped“India’ssolar pioneersto
lay the foundation fora sustainable
and prosperous nation”, according
to Vikram Solar CMD Gyanesh

GYANESH CHAUDHARY,
CMD, VIKRAM SOLAR

"WITH AFRICA'S VOICE AS
PART OF THE GLOBAL
ECONOMIC

FORUM,

PARTNERSHIP

WITH THE !
CONTINENTWILL

BE GREATLY

INTENSIFIED"

Chaudhary."COP28’smonumental
pledge sets the stage for India'’s
solar ambitions,” he said.

He added that as the call for
tripling renewableenergycapacity
by 2030 resonated at COP28,“India
has emerged as a solarpowerhouse
driven by innovation”.

At COP28, Vikram Solar signed
a partnership agreement with the
US International Development
Finance Corporation forits upcom-
ing 3 GW cell and module manu-
facturing facility in Tamil Nadu.

Reliance Industries, Tata Power
Renewable EnergyandEssar Group
among othersalso had representa-
tionsat COP28.

According to Vaishali Nigam
Sinha, co-founderand chairperson
(Sustainability) at ReNew, the cli-
mate summit's move to phase out
fossil fuels was “remarkable”.

“Some of our notable targets
include being water-positive by
2030, sourcing 100% of ourelec-
tricity through renewables by
2030, and a 30% women work-
force by 2030. Our recently
released sustainability report
highlights the progress we have
madein FY23,"she said. The com-
pany, she said, has prevented over
14 million tonne of carbon emis-
sions and conserved 318,000 kilo-
litres of water, marking a 48%
year-on-yearincrease.

ReNewalso gencrated 17,385
GWh of clean energy, sufficient to
power five million Indian house-
holds annually. [t has committed to
achieve net-zero targets by 2040,
Nigam Sinhasaid.

Mahesh Babu, CEQ, Switch
Mobility, said, “(The aim) is to
accelerate zero-carbon mobility by

all original equipment manufac-
turers (OEM) not just from India,
but by makers from across the
world. There is a lot of focus hap-
pening on this globally. Many
stakeholders are making invest-
ments and taking the agenda of
electrification forward.”

According to areport by Icra, as
per India's Nationally Determined
Contributions (NDCs), the country
hasto increase itsnon-fossil energy
share to 50% in total power
installed capacityby 2030.

Icra estimates that thenon-fos-
sil installed capacity would be
about 59% inFY 20 with renewable
energy capacity of about 50%,
indicating achieving of NDC goals
for RE. However,India’s reliance on
fossil fuel-based installed capacity
will be highat 41% in FY30.

“Considering the upward trajec-
taryofgreenhouse gas (GHG) emis-
sions for India and COP28 sugges-
tions on increasing RE capacity,
policy decisions for transition from
fossil fuels while maintaining eco-
nomicdevelopment,will play a crit-
ical role,” the agency said, adding,
GHG emission for India has

increased in past decades.
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India’s crude oil imports from
Russia plunge on payment issues

NEW DELHI: India’s crude
oil imports from its larg-
est supplier Russia plunged
in December to their lowest
since January 2023, as six tank-
ers carrying Sokol grade oil
could not deliver due to pay-
ment issues amid tightening
sanctions, according to data
intelligence company Kpler,
Bloomberg reported.

After rising to an all time
record of 2.15 million bar-
rels a day in May, oil imports
from Russia fluctuated down-
wards, experiencing a sharp
decline between Novemberand
December to 1.48 million bar-
rels a day last month, according
to Kpler data.

Indian refiners, which

bought an average 140,000
barrels a day of Sokol in 2023,
couldn't receive any such car-
goes last month. Sakhalin-1
LLC, which extracts crude from
Russias Far East, has not been
able to open a bank account in
the United Arab Emirates to
enable buyers to pay in dirham
as agreed, Viktor Katona, lead
crude analyst with Kpler, said
in an email on Sunday.

Of the six tankers left idle
around India’s coast, two indi-
cated they may reroute to
China, he said. Despite road-
blocks, Sokol grade oil trade
between Russia and India looks
likely to continue, with three
additional ship-to-ship transfer
operations of Sokol cargoes and
three new cargoes — NS Ant-
arctic, Jaguar, Vostochny Pros-
pect — now indicating India as
their final destination, he said.

For the full year 2023,
India’s oil imports from Russia
more than doubled on year to
1.79 million barrels a day, while
those from the second biggest
supplier Iraq contracted 11% to
908,000 barrels a day, according
to Kpler data. AGENCIES
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Crude oil imports from Russia had risen to an all-
time high of 215 mn barrels a day in May.  reuTers

India’s oilimports
from Russia drop

ndia’s crude oil imports from its largest
I supplier Russia plunged in Decemberto

theirlowest since January 2023, as six
tankers carrying Sokol grade oil could not
deliver due to payment issues amid tightening
sanctions, according to data intelligence
company Kpler.

Afterrising toanall time record of 2.15
million barrelsa day in May, oil imports from
Russia fluctuated downwards, experiencing a
sharp decline between November and
December to 1.48 million barrels a day last
month, according to Kpler data.

Indian refiners, which bought an average
140,000 barrels a day of Sokol in 2023,
couldn’t receive any such cargoes last month.

Sakhalin-1 LLC, which extracts crude from
Russia's Far East, has notbeen able toopena
bank account in the United Arab Emiratesto
enable buyersto pay in dirham as agreed,
Viktor Ratona, lead crude analyst with Kpler,
said in an email on Sunday.

Ofthe six tankers left idle around India's
coast, two indicated they may reroute to China,
he said. BLOOMBERG
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Ministries flagged
MSP concerns:
Low returns to
rising oil imports

Your RIGHT
TO KNOW

AN EXPRESS RTI
APPLICATION

DHEERAJ MISHRA
NEWDELHI, JANUARY

A HIGH minimum support price
(MSP ) for somecrops and not for
othersis hindering crop diversi-
fication and benefiting a select
few states, various Union min-
istries have said in response to
the proposal to fix MSP for rabi
crops for marketing season
2024-25, an RTI filed by The
Indian Express shows,

On October 18, 2023, the
Cabinet approved the proposal
to increase MSP of rabi crops
such as wheat, barley, gram,
lentil, rapeseed and mustard,
and safflower, for marketing sea-
son 2024-25, The maximumin-
crease over the previous year
was 7.08% for lentil and 7.06%for
wheat.

Documents accessed by The
Indian Express under the Right to
Information Act 2005 show that
several departments wrote o

Beyond
® MSP hikes

EXPLAINED

MINIMUM SUPPORT
Prices can influencefarm-
ers’ deasion on choiceof
crops. Higher MSP, for ex-
ample, for wheat has
skewed procurement,
and lower returns on
seeds foredible oil, have
necessitated imports. The
Agriculture Ministry has
said while ithas a sepa-
rate mission for crop di-
versification, italso has
proposed a higher MSP
forlennls.

the Ministry of Agriculture and
Farmers Welfare, flagging con-
cerns.

Concern 1: Import
dependence
The Department of Food &
Public Distribution said the MSP
for oilseedshasnot delivered the
desired result in terms of an in-
crease in domestic production,
and India is still dependent on
CONTINUEDONPAGE 2
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e Ministries flagged MSP concerns

imports to fulfil 55% of its re-
quirements.

Pointing to how ahigh rate of
return of 102% (over cost of pro-
duction) for wheat and 98% for
rapeseed/ mustard attracts
farmers tocultivate these crops,
the department said, “Other
crops( pulses and safflower), due
toless retum.... discourage farm-
erstogrow (them), thereby re-
sulting in the country resorting
toimports,” thedepartment said
inits September 14 letter.

“Even though anincrease in
production of oilseeds is esti-
mated for2022-23( anincrease in
thedomestic production of mus-
tard by 5.31 lakh metric tonnes
andsafflowerby 0.04 lakh metric
tonnes Jas compared to0 2021-22,
the country will still have to rely
on imports to meet its require-
mentforedible oils,” it said.

The department said an in-
creaseinthe MSPof oilseeds will
incentivise farmers to increase
its production and also shift to
high yielding varieties.

The department said it may
be helpfulifa longterm MSP pol-
icy, preferably for the next five
years, is put in place so that farm-
ers know what they will getin the
future for their crops and accord-
ingly take an informed decision,

Concern 2: Unequal
benefits

The Department of Expen-
diture said that the skew in
favour of wheat procurement
means a limited number of
states will benefit. “There is a
need to address skewness in the
coverage of states from which
wheat is procured,” said the de-
partment in its letter dated
September 25.

“The reason for the relatively
high increase in MSPover previ-
ous years for wheat (7.06%) and
lentil (7.08%) may be provided.
MSP should promote crop diver-
sification and incentivise pro-
ductionof oilseeds and pulses,”
itnoted,

The department said that
non-price recommendations
should be examined for imple-
mentation, including enhancing
farm mechanisation, and added
that the proposal may be routed
through the appraisal{approval
mechanism of the Expenditure
Finance Committee.

TheNITI Aayog, too, said that
14 non-price recommendations
such as crop diversification, ac-
cess to quality seeds and pro-
motingefficientuse of fertilisers
may be complied with to in-
crease the productivity of
oilseeds and pulses, “The pro-
ductivity levels of pulses in rice
fallow areas are low in many
states, which need to be ad-
dressed by the Department,”
said the NITI Aayog in its letter
dated September 11.

Concern 3: WTO
obligations

The Department of Comm-
erce, in its letter dated
September 25, said the “de-min-
imis” subsidy limithas to be kept
in mind, given India's commit-
ments to the World Trade
Organisation, De-minim s refers
to the minimal amounts of do-

mestic support allowed even
though they distort trade — up
to 5% of the value of production
for developed countries,and 10%
for developing countries.

“India has breached the de-
minimis subsidy limit for rice in
2018-19, 2019-20, 2020-21 and
2021-22 respectively and has in-
voked the protection under the
‘Peace Clause’, Some WTO mem-
bersin recent years filed counter
notifications claimingthat India
breached the commitment," the
department highlighted.
The ‘peace clause’ allows exceed-
ing the product-specific de-min-
imis by developing
country members, subject to
certain conditions,

“The procurement under the
MSP should, therefore, not be
open-ended, and predeter-
mined targets should be speci-
fied simultaneously for procure-
ment of crops for which MSPs
are announced," it noted.

The Agriculture
Ministry response

While the proposal waseven-
tually cleared by the Cabinet, the
Agriculture Ministry, in its re-
sponse to the suggestions, dur-
ing aninter-ministerial consulta-
tion in September, said MSP
recommendations are based on
several factors, such as demand
and supply, domestic and inter-
national prices, inter-crop price
parity, terms of trade between
agricultural and non-agricultusal
sectors, and the likely effect on
the rest of economy,

“For rabi marketing season
2024-25, the all-indiaweighted
average cost of production for
wheat is expected to increaseby
5.9% over thelast year, therefore
to compensate the farmers, an
increase of Rs 150 per quintal is
proposed. Further, toreduce im-
port dependence and promote
crop diversification towards
oilseeds and pulses, higher in-
crease in MSP is proposed in
lentil,” the ministry said in re-
sponse to the Department of
Expenditure.

It further said the govern-
ment encourages diversified
production of crops such as
pulses, coarse cereals, nutri ce-
reals, cotton and oilseeds under
the National Food Security
Mission and horticulture crops
under the Mission for Integrated
Development of Hor ticulture.

On the question of crop di-
versification, the ministry also
said they are implementing the
Crop Diversification Programme,
a sub-scheme under the
Rashtriya Krishi Vikas Yojana, in
the original Green Revolution
States — Haryana, Punjaband
Western Uttar Pradesh — since
2013-14 todivertthe areaofwa-
ter intensive paddy crop to alter-
native crops like pulses, oilseeds,
coarse cereals, nutricereals, cot-
ton, etc.

“As far as the WTO commit-
ment is concerned, It may be
noted that while calculating the
aggregate support, ‘inflation”
since 1986 has notbeenfactored
in. This leads to an understated
External Reference Price, mak-
ing the aggregate support over-
stated,” said the ministry.
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Oilimports from Russia
likely todecline this year

Lower discounts,
production cut may
impact supply mix

S DINAKAR
Amritsar, 1January

Indian imports of Russian crude oil
may stabilise or even decline in
2024 from record 2023 levels amid
shrinking discounts, lower output,
and a rebound in West Asian sup-
plies, according to the ship-tracking
data and industry executives.

This may impact the billions of
dollars in annual savings that India
made last year.

Imports of Russian oil jumped
by arecord 140 per cent in calendar
2023 to 1.79 million barrels a day
(b/d) from 740,400 b/d in 2022,
when Russia marched into Ukraine
in February, and from just 102,000
b/d in 2021, according to the data
from Paris-based market intelli-
gence agency Kpler.

Last year, the surge in Russian
imports, which accounted for 39 per
cent of India’s crude oil imports
from 16 per cent a year earlier, was
accompanied by a decline in pur-
chases from India’s traditional sup-
pliers in West Asia. Shipments from
Iraq, Saudi Arabia, and the United
Arab Emirates, the top three Gulf
suppliers to India, fell by 17 per cent
last year to 1.88 million b/d.

Russian Urals is now an impor-
tant part of India’s crude oil pur-
chases because refiners are profi-
cient in processing Russian grades,
said R Ramachandran, former refin-
ery head, Bharat Petroleum, and
now an oil industry consultant.

Discounts on Russian grades
have declined by more than half to
$4-5 per barrel from $11-13 in early
2023, two Mumbai-based executives
in the refining sector said. It is
unlikely that Russian traders will
offer record double-digit discounts
this year because of higher demand

CRUDE SHIFT
India crude imports by country (in '000 bpd)
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for Russian export benchmark Urals
grade, and amid lower production
by Moscow, at least until the end of
the first quarter of this year, an
industry executive said.

A Mumbeai-based refining exec-
utive responsible for Russian pur-
chases said he did not expect dis-
counts to expand, anticipating
impotts to average between 1.5 and
1.7 million b/d this year. The stricter
enforcementof sanctions by the US
in the past few months, resulting in
more than 10 Russian tankers car-
rying crude oil to China and India
being charged with violating rules,
hasled to an increase in freight rates
by as much as 20 per cent.

These factors might cut India’s
savings on Russian oil imports,
which averaged close to $4.5 billion,
based on calculations from the ship-
tracking and industry data. These
savings may fall by a third —assum-
ing an average of $5 per batrrel (bbl)
discount on imports of 1.6 million
b/d in 2024, leading to savings of
over $3 billion for Indian refiners. It
is still a tidy sum, considering that
oil firms are coping with volatility
inglobal crude oil rates and a freeze
in pump prices of diesel and petrol

Iraq | saudiArabia UAE
India's Nov Dec
imports of Indian 0il 505 258
Russian crude Reliance 291 285
by company

(in"'000 bpd) Bharat Petroleum 253 314

All data is provisional and subject to revision
Source: Kpler

since May 2022. Imports of Russian
crude oilin December averaged 1.44
millionb/d, a fall of 14 per cent from
November and from a record 2.16
million b/d in May, the Kpler data
shows. Russian oil accounted for
around 33 per cent of India’s overall
crude oil imports in December, six
percentage points lower than the
2023 average.

The stricter policing of tankers
carrying Russian oil amid reduction
in output contributed to falling pur-
chases, industry officials said. There
were issues with payment. Indian
0il imported only 258,000 b/d of
Russian oil in December, declining
by nearly half in the month.

Bharat Petroleum was the
biggest purchaser of Russian crude
oil last month at 314,000 b/d, up by
60,000 b/d on the month, followed
by Reliance Industries at 285,000
b/d, according to Kpler.

Washington has sent notices to
some 30 owners and managers of
oil tankers to check on their com-
pliance with the price cap and
warned the shipping industry
against any violation, US market
publication Energy Intelligence
reported.
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ONGC seeks partners to cut gas flaring, zero methane emission by 2030

Oil and Natural Gas Corporation has substantially cut gas flaring and would look to bring it down to nil as part of its environmental commitments

NEW DELHI: Indias top
oil and gas producer ONGC
is seeking global technology
partners to cut gas flaring and
achieve zero methane emission
by 2030 as part of its ambitious
decarbonisation plan, its chair-
man Arun Kumar Singh said
on Monday.

Oil and Natural Gas Cor-
poration (ONGC) has substan-
tially cut gas flaring — burning
of methane gas that is produced
when oilis extracted from below
surface — and would look to
bring it down to nil as part of its
environmental commitments.

Ina post on LinkedIn, Singh
said India’s role in the global

energy landscape is progres-
sively becoming pivotal, and is
likely to account for 25 per cent
of global energy demand growth
over the next two decades.
According to the Interna-
tional Energy Agency, India’s
share in global primary energy
consumption is expected to rise
to 9.8 per cent by 2050.
“India’s share in cumulative
global green-house-gas (GHG)
emissions has been only 4 per
cent, and current emission is
7 per cent, despite its popula-
tion share of 16-17 per cent;
he said. “As a responsible cor-
porate citizen of the world, we
are fully aware of our obliga-

tion towards the mother planet,
which is shared by developing
and developed world alike.
Accordingly, our nation is chas-
ing a paradigm shift in energy
consumption, with a focus on
cleaner, greener, and sustainable
alternatives.”

With increasing energy
demand, the commitment to
decarbonisation is stronger
than ever.

“ONGC has made signifi-
cant contributions in reducing
gas flaring in our exploration
and production (E&P) opera-
tions, aligning with our envi-
ronmental commitments; we
have consistently worked to

bring it lower and lower, and
we aim to bring avoidable flar-
ing down to zero by 2030.

“Similarly,  substantive
reduction has been achieved

in thearea of methane emission,
and we aim to bring it down
to zero level by 2030, he said.
Singh said ONGC uses a lot
of gas to generate electricity as

well as meet compression and
other process needs of an oil
and gas field. By 2028, this gas
is intended to be replaced with
green power wheeled to instal-
lations as far as 160 km from the
west coast. The gas thus freed
will be sold to industries like
fertiliser and power plants.

“We envisage to wheel green
electricity to our Mumbai Oft-
shore fields on the Arabian
Sea, replacing natural gas, cur-
rently being used to drive power
devices at process platforms,”
he said.

Companies around the
globe have pledged to slash
down methane emissions by

30 per cent from 2020 levels by
2030. Methane, which is a more
potent greenhouse gas than car-
bon dioxide, tends to leak into
the atmosphere.

This is sometimes deliber-
ate when companies flare the
gas that comes alongside crude
oil, due to lack of consump-
tion markets. It also can leak
undetected from drill sites, gas
pipelines and other oil and gas
equipment.

Controlling methane, which
has been rising in atmospheric
concentration for decades, is
seen as one of the easiest and
cheapest ways to make an
immediate impact on global

greenhouse gas emissions.

“Collaboration and innova-
tion are the key here. Realising
this need, we extend an invita-
tion to all the innovators offer-
ing superior technology and
are ahead on the learning curve
relating to this goal of nil meth-
ane emission and zero avoidable
flaring,” he said.

He went on to ask tech-
nology innovators to write to
ONGC on possible solutions to
the flaring and methane emis-
sion problem. Flaring, which
used to be done in the past
because of lack of customers
for gas, has been reduced by
almost 80 per cent, he said. p1l
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ONGC SEEKS TECH
PARTNER T0 CUT
GAS FLARING

New Delhi, Jan. 1: ONGC
is seeking global technol-
ogy partners to cut gas
Maring and achieve zero
methane emission by
2030, its chairman Arun
Kumar Singh saicd.

0il and natural gas cor-
poration (ONGC) has sub-
stantially cut gas flaring,
burning of methane gas,
and would look to bring it
down to nil as part of its
environmental commit-
ments.

Singh said India's role
in the global energy land-
seape  is  progressively
becoming pivotal, and is
likely to account for 25
per cent of global energy
demand growth over the
next two decades,

— PTI
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Price of ATF cut by 4%, commercial LPG too turns cheaper

—
Press Trust of India
New Delhi

Jet fuel or ATF price on
Monday was cut by 4 per
cent, the third straight
monthly reduction, and
commercial cooking gas
(LPG) rates were marginally
lowered by ¥1.50 per 19-kg
cylinder in line with inter-
national benchmarks.

However, the price of do-
mestic LPG remained un-
changed at 903 per 14.2-kg
cylinder.

Aviation turbine fuel
(ATF) price was cut by
%4,162.5, or 3.9 per cent, in
the national capital to
%101,993.17 per kl, accord-
ing to price notifications of
state-owned fuel retailers.

This is the third straight
monthly reduction in jet
fuel prices. ATF price was
cut by almost 6 per cent
(¥6,854.25 per kl) in
November and by ¥5,189.25,
or 46 per cent, in
December.

The three rounds of re-

duction have wiped away al-
most 45 per cent of
¥29,391.08 per klincrease in

rates effected in four
monthly tranches starting
July 1.

The reduction in the price
of jet fuel, which makes up
for 40 per cent of an airline’s
operating cost, will ease the
burden on already finan-
cially strained airlines.

Alongside, oil firms also
reduced the price of com-
mercial LPG - used in vari-
ous establishments such as
hotels and restaurants - by
T1.50.

A 19-kg commercial LPG
cylinder will now cost

¥1,755.50 in the national
capital and %1,708.50 in
Mumbai.

The price hike follows a
¥39.5 per cylinder reduction
in rates effected on Decem-
ber 22.

State-owned Indian Oil
Corporation (I0C), Bharat
Petroleum Corporation Ltd
(BPCL) and Hindustan Pet-
roleum Corporation Ltd
(HPCL) revise cooking gas
and ATF prices on the 1st of
every month, based on the
average international price
in the previous month. The
revision on December 22
was an outlier.

Petrol and diesel prices

continued to remain on
freeze for a record 21st
month in a row. Petrol costs
196.72 per litre in the na-
tional capital, and diesel
costs ¥89.62 per litre.

State-owned fuel retailers
are supposed to revise pet-
rol and diesel prices daily,
based on a 15-day rolling av-
erage of benchmark interna-
tional fuel prices, but they
haven't done that since
April 6,2022.
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Russian oil imports
plunge on payment issues
I

India’s crude oil imports from
its largest supplier Russia
plunged in December to their
lowest since January 2023, as
six tankers carrying Sokol grade
oil could not deliver due to
payment issues amid tightening
sanctions, according to data
intelligence company Kpler.
After rising to an all-time record
of 2.15 million barrels a day in
May, oil imports from Russia
fluctuated downwards. eLoomsere
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Shale is keeping the world awash with oil as conflicts abound

feedback@livemint,com

surprise surge in
American oil and gas
production  and
exports is helping to keep the
world stocked, blunting the
impact of wideningconflict in
the Middle East that has
crimped

and 23%, respectively.

That is largely because of
record production of U.S. fos-
sil fuels.

Shippers in November
moved more oil out of the U.S.
than what was produced in
Irag, OPEC’s second-largest
member, at a record 4.5 mil-
lion barrels a day. Likewise,

U.S. exports

ke ship THE WALL STREET JOURNAL = oflauefed
ping lanes. natural gas,
When or LNG, are

Iranian-backed Houthi mili-
tants began launching missiles
and drones at ships crossing
the Red Sea near Yemen in
October, many feared disrup-
tion to the vital shipping lane
woulddrive upenergy prices.
But oil and gas prices this past

set to hit a record in Decem-
ber, according to market intel-
ligence firm Kpler. European
countries have snapped up
more U.S. cargoes in recent
months, becoming less reliant
on shipments through the
Suez Canal, a key Red Sea

Many forecasters expe
modestly in 2023.

The attacks on vessels,
which the Houthis say are in
retaliation for the Israeli mili-
tary operation in Gaza, have
intensified in recent days. U.S.

cted U.S. oil production to grow only

BLOOMBERG

attackdrone launched directly
from Iran struck a Japanese-
owned chemical tanker off the
coast of India, though Tehran
denied that claim.

expected to raise consumer
prices for goods that cross the
Red Sea, as hundreds of vessels
have been forced to reroute
around the Cape of Good Hope
in South Africa. But it is
unfoldingjustas U.S. frackers
have caught a second wind
that, so far, has countered
inflationary effects in energy.

Many forecasters expected
U.S. oil production to grow
only modestly in 2023 as
frackersresponded to investor
pleas for conservative spend-
ing, allowing the companies to
pay off debt and fund divi-
dends and share buybacks.

It isn’t entirely clear how
long shale companiescan keep
increasing production at the
same fast clip. Shale drillers,

panies, deployed morerigsin
late 2022 in response to higher
commodity prices driven by
Russia’s invasion of Ukraine.
Much ofthe production from
the wells they drilled came
online recently, but the U.S.
rigcount dropped in 2023 and
drillers have proposed rela-
tively modest budgets for
2024

At the sametime, large pub-
lic shale companies such as
EOG Resources, Devon
Energy and Diamondback
Energy said they have sped up
drilling times and are pump-
ing more oil from wells they
drilled. The scope and dura-
tion of those advances are
unclear.

month have sunk about 5%

artery.

officials alleged a Dec. 23

The shipping crisis is

especially privately held com-
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U.S. oil production had
grown to about 13.2 million
barrelsa dayasof October, up
almost 900,000 barrelsa day
from the same monthin 2022,
according tothe Energy Infor-
mation Administration’slatest
available data.

Meanwhile drillers in Guy-
ana and Brazil also swiftly
increased their output in
2023, though neither gained
asmuch as U.S.shale.

All of that has kept the
world's oil inventories far
more flush than traders
expectedmonths ago, subdu-
ingoilprices. Inresponse, the
Organization ofthe Petroleum
Exporting Countries and its
allies moved in November to
cutoutput furtherto prop up
prices. U.S. crude prices have

dropped about 21% in the
fourth quarter, and were down
about 6% in December.

One beneficiary ofcheaper
oil: President Biden, whose
Energy Department has
recently aceelerated its pur-
chases of crude meant to
replace thebarrels it sold offin
2022 from the nation's strafe-
gic petroleum reserve, The
government had sold the bar-
relsathigher prices that year,
and is now competing more
actively with international oil
buyers.

Tankers have recently car-
ried more U.S, crude to the
Netherlands, the U.K., Italy,
Spain, France, Germany and
other countries as more of
Russia’s crude has flowed to
Asia following Western sanc-
tions. U.S. oil shipments to
Europe have jumped 34%

since this time in 2022 and
82% from before Russia’s inva-
sion of Ukraine, Kpler data
show.

Longer term, the Red Sea
situation could bring more
business for U.S. LNG ship-
pers, which are building out
export eapacity at Gulf Coast
facilities and are vying for
lengthy contracts with big
buyers in Europe, analysts
said.

The percentage of LNG
tankersset to passthrough the
Suez Canal has dropped toits
lowest point in at least a dec-
ade. At the same time, Ameri-
can LNG exports are expected
torisetoa record of morethan
8 million metric tons in
December, up from the previ-
ous record of 7.7 million in
October. Rpler projected.

Advocates for fracking have

One beneficiary of cheaper oil has been US President Joe Biden.

|

N

US crude prices fell about 21% in the December quarter. BLOOMBERG

long said fast-growing U.S,
shale production could help
stabilize markets in times of
crisis, in part, because of the
speed with which a shale well
produces. Butanalysts warned
shale’s market influence

would diminish if Iran became
directly embroiled in the con-
flict.

“When you're talking about
a minor disruption here or
there, surging U.S. production
helps,” said Robert McNally,

president of consulting firm
Rapidan Energy.“But Iran isa
problem shale can't solve,
because Iran threatens the
Strait of Hormuz, through
which 18 million barrels aday
flows.”

Also, with oil prices lower
thanin late 2022, many shale
drillers large and small are
planning to keep spending
roughly flat in 2024, in line
with investors' preferences.
Thatisexpected to curtail pro-
ductiongrowth. U.S. crude-oil
production is expected to
increase some 300,000 bar-
rels a day in 2024, Rapidan
Energy projects,

Spending by U.S. producers
is expected to increase about
2% toacollective$115 billionin
2024. Thatis compared witha
19% spending boost in 2023,
and stillwell below the annual

average of $150 billion from
2010 to 2015, the industry’s
heyday, according toasurvey
conducted by James West, an
analyst at investment bank
Evercore ISL

“They don't spend like
drunken sailors anymore,”
West saidl,

West said 11.8. shale compa-
nies have made some incre-
mental improvementsin effi-
ciency, such as in the time it
takes to drill a well, But the
recent production boost is
more the result of a large rig
count in late 2022 and carly
2023, he said.

AsofFriday, the number of
drilling rigs active in the U.S.
had fallen by about 20%since
the end of 2022, according to
Baker Hughes.

Some analysts also expect
continued consolidationinthe

oil patch to curtail growth, as
large oil companies purchase
smaller rivals. In October,
Exxon Mobil agreed to buy
Pioneer Natural Resources for
nearly $60 billion in stock, and
Chevron announced it would
snap up Hessfor $53 billion in
stock,

Though the U.S. shale
industry has moved away
from its hypergrowth phase,
thereisa dawning realization
following global conflicts
that demand for oil and gas
will remain healthy for years
to come, said John Arnold,
billionaire philanthropist
and former natural-gas
trader.

“I think there is growing
confidence frominvestors that
the industry isn't going away
anytime soon,” Arnold said.
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When PSUs Start to
Flex Their Muscles

Buttooearly toread a productivity turnaround

Investors have bought enthusiastically in India’s public
sector and have been rewarded handsomely for their ef-
forts. Public sector enterprises are leading the market
capitalisation sweepstakes on specific government poli-
cies, and the expectation of policy continuity is fanning
the exuberance. NTPC and Coal India have benefited
from India’sstand at climate talks that coal should not be
singled out among fossil fuels for cutback commitments.
LIC is in the process of transferring a slice of its profits
to investors after listing. IRFC and REC are direct fallo-
uts of Gol’s bumped-up capital expenditure in railways
and electrification. IOC improved its refining margins
oneasingcrudeoil prices, aprocessaided by New Delhi’s
decision to buy discounted Russian crude in circumven-
tion of a Western blockade.

Beyond these top wealth creators, the overall perfor-

mance of the pack of listed PSUs in
| 2023 is a validation of the govern-
ment’s economic management as well
as its execution through state-owned
enterprises. Alongside, incremental

sethe valuation gapof PSUswith their
- private sector rivals. The third factor
in play is Gol'’s stated intention of trimming its owners-
hip in PSUs to promote efficiency. Investor expectations
over languid disinvestment are being built up by their re-
adingof the outcome of general elections later this year.
Investor behaviour has changed dramatically from
much of India’s reform experience since the 1990s when
the accepted wisdom was to bet against state enterprise.
The private sector led in productivity gains in sectors
where state monopolies were being dismantled and built
investor wealth. It would, however, be too early toread a
turnaround in PSU productivity. Some of the PSU valua-
tion increase is due to self-limiting causes like govern-
ment capex and credit-funded consumption. The current
bout of investor interest can feed a wider divestment pi-
peline with better exit prices for the government and im-
proved market-led governance of PSUs.
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