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THE COMPASS

Near-termupsides priced into OMC stocks

DEVANGSHU DATTA

Oil marketing companies, IOCL
and BPCL posted better-than-
expected earnings in the third
quarter of financial year 2023-24
(Q3FY24) dueto a big upside in
refining margins and also gains
in marketing inventory as crude
prices surged. Gross refining
margins (GRM) of BPCL and
IOCL came in at $13.4 and $13.5
per barrel (bbl) respectively at a
premium of $8-plus to Singapore
complex GRM of $5.4/bbl.
Overall, IOCL and BPCL
reported net profit of 8,063 crore
and 33,397 crore respectively, well
ahead of Q3FY23 profit after tax
(PAT) of 3448 crore and 31,960
crore respectively. There was a
quarter-on-quarter (Q-o-Q)
decline in earnings due to a
higher base in Q2FY24. HPCL dis-
appointed the Street on the oper-
ational front due to lower-than-

expected marketing margin of
2.7 per litre as against estimates
0f%34 alitre led by suppressed
margins on diesel.

The fuel-price freeze for petrol
pumps continues with crude
range-bound between $80-
85/barrel, while refining spreads
are steady. In FY25, there could
be a deep cut to earnings year-on-
year (Y-0-Y), assuming a cool-off
in refining spreads and normali-
sation of marketing margins.
OMCs’ GRM may settle down due
to normalisation of diesel crack
rates and thinner Russian crude
oil discounts. The outlook for
refiners remains upbeat for
Q4FY24 with GRMs remaining
ahead of Singapore at $8 per bar-
rel in Q4FY24 till date.

Media reports have indicated
lower Russian discounts, how-
ever Middle East spreads have
fallen by $1.5 per barrel Q-0-Q.
TIOCL reported surprise inventory
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gains during Q3FY24 and BPCL’s
numbers probably include inven-
tory gains as well. Hence, inven-
tory gains in Q4FY24 will not be
very significant. The gross mar-
keting margin in petrol and diesel
averaged at ¥9.2/litre (for petrol)

and 4.6/ litre (for diesel) in
Q4FY24 till mid-Feb. If this
trend holds, Q4FY24E could
average better sequentially over
Q3FY24. This means that
sequentially, Q4FY24 reported
numbers could be better and
closer to the Q2FY24 rate.

Brent oil (Feb 2024 to date) is
down 4.3 per cent month-on-
month (M-0-M) and 1.4 per cent
Y-0-Y. The retail margin is mar-
ginally positive. There is little
apparent risk of a sharp rise in
crude prices despite Red Sea
issues, since Opec+ surplus
capacity is around S million bar-
rels/day. However, there could
be an uptick if the Houthi situ-
ation escalates. Oil marketing
companies (OMCs) have partly
recouped auto fuel losses of
FY23, and a price cut in Q1FY25
is likely, given elections, if
Q4FY24 is strong. OMC stocks
will fall if there is such an action

and it will also adversely affect
CNG volume growth. This could
be an entry point with a
medium-term perspective.

The other possible overhang is
the ongoing aggressive capex
plans which may not really create
much long-term value for share-
holders. OMCs’ valuations are
assessed to be trading at 25-50
per cent premium to historical
valuations. Every $1/bbl change
in GRM has an impact of 10 per
cent (or roughly 5,000 crore) on
TIOCL FY25 consolidated operat-
ing profit and 9.7 per cent (or
32,500 crore) on BPCL's FY25 con-
solidated Ebitda. In IOCL, ana-
lysts have 15 ‘buy’ calls and 10
‘sell’ calls with 9 ‘holds’.

In BPCL, there are 22 ‘buys’
and 8 ‘sell’ recommendations.
For HPCL, 50 per cent of analysts
have a ‘buy’ rating while a third
of them have a ‘sell’ rating,.
However, many of the target
prices are below the current mar-
ket price, which suggests that val-
uations are expensive.
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25 crore people coming
out of poverty validates
govl’s intention: PM
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25 crore people

Inaugurates projects worth Rs 42,900 cr
in West Bengal and Tharkhand

OUR CORRESPONDENT

ARAMBAGH (West Bengal)/
SINDRI (Jharkhand): Prime
Minister Narendra Modi on
Friday said that his govern-
ments intention has been
proved to be right as 25 crore
people of the country have
come out of poverty in the
last 10 years.

After inaugurating and lay-
ing foundation stone for devel-
opment projects worth over Rs
7,200 crore from West Bengal’s
Arambagh in Hooghly dis-
trict, he said the poor, farmers,
women and the youth are the
priorities of the country.

Addressing the gathering,
Modi reiterated the govern-
ments commitment to prior-
itise the welfare of the poor,
farmers, women, and youth.

Highlighting India’s rapid
progress in the 21st century,
Modi emphasised the nations
aspiration to attain developed
status by 2047. He hailed India’s
exemplary demonstration of
achieving development in an
environmentally sustainable
manner, exemplified by initia-
tives like the Haldia-Barauni
crude oil pipeline, which tra-
verses four states and is set to
enhance efficiency while miti-
gating environmental concerns.

The prime minister inaugu-
rated Indian Oil’s 518-km Hal-
dia-Barauni crude oil pipeline
developed at a cost of about Rs
2,790 crore.

He dedicated to the nation
projects worth about Rs 2,680
crore for expanding rail trans-
port facilities in the region.

The projects include the
third rail line connecting Jhar-
gram- Salgajhari (90 kms),
doubling of Sondalia-Cham-
papukur rail line (24 kms) and
doubling of Dankuni-Bhattan-
agar-Baltikuri rail line (9 kms).

=
PM Modi addresses a rally, in
Arambagh, on Thursday

Key Points

» The PM inaugurated
Indian Qil's 518-km
Haldia-Barauni Crude
Qil Pipeline developed
at ¢ cost of about Rs
2,790 crore

» Among flagship projects
was Rs 8,200-crore
fertiliser plant of
Hindustan Urvarak &
Rasayan Ltd in Sindri

Modi also dedicated to the
nation and laid the foundation
stone of multiple projects for
strengthening infrastructure
at Syama Prasad Mookerjee
Port, Kolkata worth about Rs
1000 crore.

He also inaugurated Indian
Oil’s LPG bottling plant with
a capacity of 120 TMTPA at
Vidyasagar Industrial Park,
Kharagpur, which has been
developed at a cost of more
than Rs 200 crore.

Inaugurating three projects
related to wastewater treatment
and sewerage in West Bengal,
the prime minister said that
these will benefit lakhs of resi-
dents of Howrah, Baranagar
and Kamarhati on both banks
of River Hooghly.

These projects, developed
at a cost of about Rs 600 crore,
have been funded by the World
Bank, according to a govern-
ment release. Continued on P4

Earlier on Friday, Modi inaugu-
rated and laid the foundation stone
for projects totaling Rs 35,700 crore
in Jharkhand, reinforcing the govern-
ment’s commitment to accelerating
development in the state. Among the
flagship projects was the Rs 8,900-crore
fertiliser plant of Hindustan Urvarak
& Rasayan Ltd in Sindri, Dhanbad dis-
trict, aimed at bolstering indigenous
urea production and benefiting farmers
nationwide.

The Prime Minister underscored
the significance of self-reliance in urea
production, highlighting the revival of
the Sindri plant as a milestone towards
achieving this goal. He commended
India’s progress in urea production and
underscored the government’s resolve
to ensure self-sufficiency in the sector.

Moreover, Modi inaugurated vari-
ous rail, power, and coal projects aimed
at enhancing connectivity and bolster-
ing economic activities in Jharkhand.
These initiatives, aligned with the ‘PM
Gatishakti Master Plan, are poised to
unlock the state’s vast potential and
contribute to its overall development
trajectory. He asserted that the NDA
will win over 400 seats in the elections
relying on “Modi’s guarantee” and hit
out at the JMM-led ruling dispensation
for “corruption”, “dynastic governance”
and “extortion”. Accusing opposition
bloc INDIA of creating hurdles in the
implementation of schemes, Modi
claimed that the ruling J]MM-led gov-
ernment has become a synonym for
“Jam Kar Khao (devour all)” with cor-
ruption at its peak and indulged in
appeasement that fuelled infiltration.
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Oil imports from Russia stablein Feb,
little room seen for volume growth

SUKALP SHARMA
NEW DELHI, MARCH1

INDIA'S CRUDE oil imports from
Russia have stabilised at around
1.5-1.6 million barrels per day
(bpd) over the past few months
and the level could define the
immediate to near-term limiton
Indian refiners’ capacity to pur-
chase oil from Moscow, as peran
analysis of shipping data and
viewsfrom industry insiders.

A combination of reasons —
including a drop in Sokol crude
purchases by Indian refiners,
narrowing discounts on Russian
crude, increasing cost of freight
and risk premiums amid the Red
Sea crisis. and arising number of
tankers being sanctioned by the
United States for G7 price cap vi-
olations — indicate low possibil-
ity of growth in India’s Russian
oil imports over the next few
months.

InFebruary, Indiaimported a
total of 1.55 million bpd of
Russian crude, up 1.4 per cent
from January volumes, as per
preliminary datafrom commod-
ity market analytics firm Kpler.

A crude oil tanker ata Russian port. India's oil imports from the
country have declinedfrom the highs of May-July. Reuters file

Russian oil imports, which had
risen to over 2 million bpd in
May-July. have averaged at
around 1.6 million bpd in
August-February. From a peak of
over 45 per cent share in India’s
oil imports in May. Russian oil
accounted for 32.5 per cent of
India’s oil imports in February.
Indiais theworld's third-largest
consumer of crude oil and de-
pends on imports to meet over

85 per cent of its requirement.
With India’s Russian oil im-
ports falling from the highs of
May-July. Indian refiners have
been tuming to their traditional
oil suppliers in West Asia to
ramp up supplies from that re-
gion. While January saw a spurt
in supplies from Irag and the
United Arab Emirates (UAE),
February saw higherimportvol-
umes from Saudi Arabia. Oil im-

ports from Saudi Arabia in
February jumped 27 per cent
over January to almost 900,000
bpd—the highest since Marchof
lastyear.

Even as supply of Urals—
Russia's flagship crude oil grade
and the mainstay of India's
Russian oil imports—has re-
mained stable over the past few
months at 1.1-1.2 million bpd.
Sokol crude volumes have been
hit largely due to payment-re-
lated issues between Indian Oil
Corporation (10C) and Russia's
national oil company Rosneft.

There were no Sokol deliver-
ies to India in December and
January. against an average of
140,000 bpd in January-
November 2023. In February.
Sokol crude deliveries to India
stood at around 100,000 bpd.
but none were taken by I0C, the
main buyer hitherto. Of the three
Sokol cargoes that reached
Indian ports in February, two
were bought by Hindustan
Petroleum Corporation (HPCL)
and one by Nayara Energy (NEL)

Chinese refiners are now
ramping up Sokol imports,
which could mean that deliver-

ies to India may not recover to
previous levels anytime soon,
unless there is a major break-
throughin theformof a contract
between I0C and Rosneft. “Sokol
might become a Chinese-domi-
nated grade (goingforward)..70
per cent of all Sokol cargoes in
2023 were purchased by 10C."
saidVikotor Katona, Kpler’s lead
crude analyst.

Apart from the fall in Sokol
volumes, the price differential
between Russian crude and oil
from other major suppliers has
also narrowed over the past few
months amid competition for
Russian barrelsfrom China. And
if the US continues to sanction
more tankers hauling Russian oil
due to alleged breach of the G7
price cap of $60 per barrel,
tanker availability could become
a concern over the coming
months, further driving up
landed price of Russian crudefor
Indian refiners. This, in turn,
leaves little room for a ramp-up
in oil import volumes from
Russia, according to industry ex-
ecutives.

FULLREPORT ON
www.indianexpress.com
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ONGC, EverEnviro to form JV for
setting up CBG plants across India

NEW DELHI: State-run Oil
and Natural Gas Corporation
(ONGC) will form a joint ven-
ture with EverEnviro Resource
Management Pvt. Ltd to set
up compressed biogas plants
(CBG) across the country.

The board of ONGC at its
meeting held recently consid-
ered and accorded in principle,
an approval for formation of
joint venture companies with
EverEnviro and another entity
to set up 15 CBG plants. The
board also accorded, in prin-
ciple, approval for formation of
50:50 Joint Ventures separately
with both the entities either by
ONGC or through its subsid-
iary (ies) associates.

EverEnviros aims to estab-
lish over 100 CBG plants across

Deepak Agarwal, Executive
Director, EverEnviro Resource
Management Pvt Ltd

India based on diverse feed-
stock, including municipal solid
waste (MSW), agro waste, and
agro-industrial waste. The
organisation is already execut-
ing 20+ CBG projects across
Madhya Pradesh, Uttar Pradesh,
Delhi, and Punjab with a sig-

nificant capital investment of
nearly Rs 2,000 Crores which
will result into a robust output of
320 metric tons per day of CBG.

Deepak Agarwal, Executive
Director, EverEnviro Resource
Management Pvt. Ltd. said, “We
are honoured to partner with
ONGC, one of the Navratnas
of Government of India for
bolstering domestic renewable
energy production. Our vision
is to attain a daily CBG output
of 1000 metric tons on a pan
India scale within the next five
vears. This partnership reflects
our joint commitment towards
achieving India’s energy transi-
tion goals by 2023 and promote
our country’s environmental
stewardship with reduced car-
bon emissions” MPOST
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Petro product exports fire up after fallin January

S DINAKAR
Amritsar, 1 March

India’s petroleum product exports, one of
the country’s biggest export earners, rose
23 per cent in February compared to the
previous month, arresting the growing
clout of the United States in Europe's
lucrative fuel market, according to indus-
try officials and ship tracking data. This
comes as oil tankers sailed around Africa
to avoid the conflict-struck Red Sea route.

InJanuary 2024, India’s oil product
exports had fallen by 19 per cent
compared to December 2023. Shipments
of diesel, India's largest fuel export to
Europe, its most lucrative market, had
crashed by 82 per cent.

February sales of diesel to Europe
nearly tripled to 159,000 barrels per day
(bpd) compared toJanuary.

In November, prior to the Houthi rebel
attacksonoil tankers, India had ashare of
12.3 per centof the European market
compared to 9 per cent for the US.

InJanuary, after the attacks
intensified, the US share rose to 11 per
cent, compared to India'sshare crashing
to2per cent. In February, India's market
share bounced backto8 per cent, while
thatofthe US stayed flat.

Thefresh pushin Februaryinto
European marketswasled by Reliance
Industries, which sent diesel, gasoline,
and jetsupplies around the Cape of
Good Hope.

Reliance accounted for around 65 per
centofIndia’s overseas fuel shipments
last month, according to data from
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marketintelligence agency Kpler.

European diesel and jet fuel prices
rose in recent months because of
reduced US supplies, and longer transit
times for cargoes from Asia, including
West Asia, Vitol chiefexecutive officer
(CEO) Russell Hardy said at an event in
London thisweek.

Higher prices will help Indian refiners,
which have to contend with higher freight
and insurance costs because of longer
voyages.

Overall, petroleum product exports,
led by diesel and petrol, rose to1.35
million bpd in February. Diesel
shipmentsin February surged 32 per cent
10586,000 bpd compared to January,

Dec'23

Feb 24

Indian petroleum product
(in'000 barrels per day)
MOthers

Source: Kpler

early data from Kpler shows.

“We did see asignificant impactofthe
conflictonIndia's petroleum exports,
especially in January. This tumultuous
eventcaused asharp decline in exports of
Indian petroleum products, particularly
diesel. The consequences of this event
were especially evidentin India's exports
to Europe,”said Darshan Ghodawat, CEO,
AVA Global Logistics.

The attacks by Yemen-based Houthi
rebelson oil tankers in the Red Sea, amid a
reduced availability of discounted
Russian crude in the last few months,
affected earnings from fuel exports this
financial year.

Petroleum exports contributed $57.3
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billion in 2022-23, accounting for

12.7 per centof India’s exports by value.
Until January this financial year, it
amounted to $39.2billion, a20 per cent
fall from the year-ago period, over
lower realisations.

Thenumber of vessels carrying diesel
from around the world and transiting the
Suez Canal declined to45this month,
from 87 in December 2023. And, vessels
that went around the Cape of Good Hope
increased to70 as of February 25,
according to Serena Huang, head of Asia-
Pacific market analysis for market
intelligence agency Vortexa.

Only four tankers carrying fuels from
India transited the Suezin February

compared with three in Januaryand 18in
December, according to Kpler data.

Last month, Pollux, a Russian oil
tanker carrying crude to India, was struck
by amissileafter crossing the Suez.

Thevoyage around South Africa adds
anywhere between 4,000 and 6,000
additional miles, delays deliveries by
weeks, and inflates costs.

Dieselis India’s biggest fuel export
earner, accounting for 44 per cent of the
oil productvolumes exported. However,
India has been losing marketshare to the
USsince the conflictin the Red Sea began
last December.

Shipments of diesel and gas oil to
Europe bounced backin February from a
two-yearlow of 55,000 bpd in January.

The rebound in Indian shipments last
month has also coincided with adropin
USdiesel supplies to Europe. The US
shipped around 227,000 bpd this
month to Europe compared with 252,000
bpdinJanuary and arecord 397,000 bpd
in December.

Shipments were lower because many
US refineries were shut down for regular
maintenance in February. It remains tobe
seenifIndia canimprove onits February
levels once US refiners come out of
maintenance this month.

Also, India has found new marKkets,
besidesits traditional onessuch as the
Netherlands, for diesel. Togo, asmall
country in West Africa, received a record
79,000 bpd in February, and shipments to
neighbouring Bangladesh doubled to
72,000 bpd, Kpler data shows.

The US and UK have been conducting
airstrikes against Houthi rebels in Yemen
since January. These are aimed at
stopping the group from targeting
shipping in the Red Sea.



BUSINESS STANDARD, Delhi, 2.3.2024

Page No. 2, Size:(13.51)cms X (32.36)cms.

ELECTROLYSER MANUFACTURING
RIL,Adani, L&T
winincentivesin
maidentender

TOP PLAYERS

Awarded Allocated

capacity (Mw)  incentive (% cr)
Reliance Electrolyser Mfg 300 I Ll
Ohmium Operations 137 202.76
John Cockerill Greenko Hydrogen 300 [N L
Advait Infratech 100 148
L&T Electrolysers 300 I (i
Matrix Gas & Renewable (3] | 93.24
Homihydrogen Pvt Ltd 10151 150.22
AdaniNew Industries Ltd 1985 293.78

Source: SECI

SHREYA JAI
New Delhi, 1 March

For India’s maiden tender for
electrolyser manufacturing
under the National Green
Hydrogen Mission (NGHM),
the Centre has finalised suc-
cessful bidders which include
Reliance Industries Ltd (RIL),
Adani Enterprises, and Larsen
& Toubro (L&T).

Out of the 21 bidders, Solar
Energy Corporation of India
(SECI) has shortlisted 8 play-
ers. These companies have
placed bids for the incentives
they would require to set up
the specified manufacturing
capacity of electrolysers. The
total incentive awarded is
32,220 crore for 1.5 gigawatts of
manufacturing. Electrolysers
use electricity to split water
into hydrogen and oxygen.
They are crucial for producing
low-emission hydrogen from
renewable energy sources.

The bids in the first tranche

followed the ‘bucket-fill’
method. Of this, 1.2 gigawatts
can employ any global tech-
nology; the balance is indige-
nous. The base incentive will
start from 4,440 per kilowatt
and gradually decrease every
year. The incentive period will
be five years.

SECI late last year issued a
tender for both hydrogen and
electrolyser manufacturing.
The bids were called against
incentives that the Centre has
allocated under the Strategic
Interventions for Green
Hydrogen Transition (SIGHT)
programme aimed at setting
up green hydrogen and elec-
trolysers. The SIGHT pro-
gramme is one of the four
components under the NGHM
announced earlier this year.
The first phase of the mission
will see the setting up of 1.5
gigawatts of electrolyser man-
ufacturing, with 0.3 gigawatts
of indigenous capacity, the
government said in June.
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