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Gadkari Reviews
Auto Cos’ Ethanol
Adoption Readiness

New Delhi: Road transportand
highways minister Nitin Gad-
kari, on Tuesday, chaired a re-
view meeting with representa-
tives of the Society of Indian Au-
tomobile Manufacturers (Siam)
to discuss the readiness of the
automobile industry for ethanol
and flex fuels.

Discussions were held on read-
iness of the industry to launch
flexengine vehicles that can run
on ethanol in the coming
months, the ministry said in a
tweet. “Gadkari also engaged in
an insightful discussion on how
a shift to biofuels from fossil
fuels will aid India in being #At-
maNirbhar, reduce pollution
and annual import of fossil
fuels, and helps consumers re-
ceive fuels at lesser price, all
while benefiting our farmers,”
it said.

As per the tweet, Gadkari
urged Siam members to look in-
toways of making these flex fuel
vehicles more acceptable to the
public, citing Brazil’s successful
integration of flex fuels and bio-
fuels in its transportation.
—Our Bureau
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(Gadkari reviews auto
sector’s readiness for
flex fuel vehicles
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The Minister for Road Trans-
port & Highways Nitin
Gadkari on Tuesday met the
Society of Indian Auto-
mobile Manufacturers
(SIAM) to review the in-
dustry’s readiness for flex
fuel vehicles.

The dialogue delved into
how the industry is readying
itself to launch vehicles that
run on ethanol in the coming
months, said the Ministry of
Road Transport & Highways
(MoRTH).

The Minister also dis-
cussed how a shift to biofuels
from fossil fuels will help In-
dia achieve ‘Atma Nirbharta’
(self-reliance), besides redu-
cing pollution, bringing
down the annual import bill
for fossil fuels, and helping
consumers receive fuel at a
lesser price — all while bene-
fiting farmers, he added.

He asked SIAM members
to look into ways of making
them more acceptable to the
public, citing Brazil's suc-
cessful integration of flex
fuels and biofuels in its
transportation.

ETHANOL BLENDING

On Monday, Gadkari said re-
search on blending 15 per
cent ethanol with diesel is in
its advanced stages. At

Nitin Gadkari

present, the government is
aiming to mix 15 per cent
ethanol with petrol in the
ethanol supply year 2023-24,
which  commenced in
November last year and con-
cludes in October 2024.

The Minister, at a CII
event, said the progress on
building an ethanol ecosys-
tem, where ethanol pumps
can service vehicles that run
on ethanol, is on the fast
track in Karnataka, Tamil
Nadu, Utrar Pradesh and
Maharashtra.

“Indian Oil (Corporation)
hasdecided tosetup 400 eth-
anol pump stations. We will
hold a meeting with stake-
holders. We are meeting
automakers, including Su-
zuki, Tata and Toyota. They
have decided to launch flex-
engine cars. Others likeTVS,
Bajaj, Honda are ready with
ethanol bikes and are waiting
for the pumps to launch their
bikes,” he had said.
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HPCL shines at NHAI exhibition
with cutting-edge wayside amenities

MUMBALI: Hindustan Petro-
leum Corporation Ltd (HPCL)
made a significant impact at
the National Highways Author-
ity of India (NHAI) exhibition,
held in conjunction with the
launch of the Humsafar Policy
by Minister of Road Transport
and Highways, Nitin Gadkari,
in Delhi. The policy aims to
enhance services on highways
and expressways by onboarding
existing and upcoming service
providers.

At the event, HPCLs stall
showcased its extensive nation-
wide presence on national
highways, highlighting its
world-class wayside amenities
designed to provide conve-

nience and comfort to high-
way users. The stall also featured
HPCLs pioneering efforts in
promoting green initiatives,
including Electric Vehicle (EV)
Charging, Compressed Natu-
ral Gas (CNG), and Liquefied

Natural Gas (LNG).

HPCLs stall received a spe-
cial visit from Minister of State
Ajay Tamta, Ministry of Road
Transport and Highways, who
praised the company’s excep-
tional wayside amenities. MPOST
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THE COMPASS

Sentiment positive for OMCs amid lower oil prices, marketing margins

DEVANGSHU DATTA

Geopolitics is impacting the
energy sector with crude oil
prices falling below $70/barrel
(bbl) last month for the first time
since December 2021. And, gross
refining margins (GRMs) have
collapsed to $2/bbl, due to weak
demand from China.

While weak GRMswill hurtoil
marketingcompanies (OMCs),
high retail and marketing
margins will offset thatimpact.

Goingforward, ifthesetrends
persist, OMCs could seestrong
profits. One potentialissue may
begovernmentintervention to
reduceretail pricesahead of the
Maharashtrastate election.

While this would restrict
profitsifcrude prices stay down, it
would lead tolosses for OMCs if

crude bounces back. While
benchmark Brentdropped below
$70/bbl, the Singapore GRM fell to
$2/bbl from an average of $6/bbl
in2024 till date. The decline was
due tofallin petrol and diesel
refining margins, which fell from
averagesof $15/bbland $19/bblto
below $10/bbl. Brentwas earlier
estimated toaverage $84/bblin
FY25, butdemand weaknessand
possible production increases
from OPEC-plus (after December
2024) could keep pricesdown.

OMC marketing margins have
spiked, with the gross marketing
margin for petrol and diesel at
%10 perlitreand ¥8.5a litre, resp-
ectively, compared to along term
averageof%3.5 per litre. Supern-
ormal marketing profits can
over-compensate forlower
refining profits.
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The Centre cutretail prices
in March 2024, just ahead of
the general elections. And,
Maharashtra and Jharkhand

elections could lead to price cuts
again, especiallyifhigh
marketing margins persist.

Potentially, if the trends of low
crudeprices and high marketing
margins persist, OMCscould
enjoy an upside. However,in
Q2FY24, OMCsmaysee 30 per
centor more year-on-year (Y-o0-Y)
dropinearningsdue to weak
GRMsand the LPG buffer deficit
(whichthegovernmentmay
eventually compensate for).

HPCLwillbetheworst hitwith
Q2FY25net profit crashing over
40 percentY-o-Y. BPCLwill
probablyseea 30 percentdecline
in profitafter tax (PAT).

The 6.3 per cent Y-o-Y decline
in Q2FY25 crudeprice trendshave
boosted pump margins to about
%7.5/litre despite the pricecuts
imposed in March.

Gasmajors like Gujarat Gas,
Mahanagar Gas and Indraprastha
will alsosee sharp net profit
declinedue torisingliquefied
natural gas(LNG) prices and shor-
tfalls incheaper administration
pricing mechanism (APM) gas.

For OMCs, theboom in retail
marginsis mitigating the impact
of weak GRMs. However, thereisa
potential risk of rising crude due
tothe Iran-Israel tensions.

Companies also await gover-
nment compensation forthe
deficitin LPG bufferat31,800
crore perquarter each forBPCL
and HPCL and more than twice
thisfor IOC. Diesel marketing
marginsgrew by twotimes
quarter-on-quarter (Q-o0-Q) to
%5.3perlitrein Q2FY25, while
petrol marginsalsojumpedto
9.1 perlitre from%4.3. Lower

crude prices resulted in refining
inventorylossesof $2-3/bbleach
for BPCL and HPCL (I0C could
see lower inventory loss).

Russian crude discounts
remained range-bound.

Overall, thiscould resultin
HPCLseeingabigimprovement
inoperating profit Q-o-Qdueto
baseeffectand higher marketing
leverage. I0OCLand BPCL may see
smaller butsignificantupticksin
operating profit. While operating
profitwill rise Q-0-Q, thiswillbe
atleast partly offset by weak
GRMs and inventory losses.

Q2FY25average crudeinve-
ntorylosswillbearound $1.9/bbl
vs$0.8/bblgainin Q1FY25. The
volatile geo-political situation
should lead tosome caution for
investors. Butgiven the weakness
inglobaland Chinademand,
these trends could persist.
Long-awaited compensation
for LPG would be abooster.
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[EA sees oil surplus looming in 2025, says
ready to cover any [ran supply disruption

——
Reuters
London

The world oil market is head-
ing for a sizeable surplus in
the new year, the Interna-
tional Energy Agency (IEA)
said on Tuesday as it reas-
sured markets that the
agency stood ready to act if
needed to cover any supply
disruption from Iran.

O1l prices have risen in re-
cent weeks on investor con-
cern that Israel may retaliate
against a missile attack from
Iran, a major oil exporter and
OPEC member, by hitting its
oil facilities or nuclear sites.

But the IEA, which man-
ages industrialised coun-
tries’ emergency oil stocks,
said public stocks were more
than 1.2 billion barrels and
spare capacity in OPEC+,
which comprises the Organ-
ization of the Petroleum Ex-
porting Countries and allies
such as Russia, stood at his-
toric highs. “As supply devel-
opments unfold, the IEA
stands ready to act if neces-
sary,” the agency said in a
monthly report on Tuesday.

SUPPLY FLOWS

“For now, supply keeps flow-
ing, and in the absence of a
major disruption, the market
is faced with a sizeable sur-

The IEA cut its global oil
demand growth forecast,
citing weakness in China reurers

plusin the newyear.”

Oil was down more than
$3 a barrel towards $74 on
Tuesday, pressured by the
weaker demand outlook and
after a media report said Is-
rael is willing not to strike Ir-
anian oil targets.

Also in the report, the IEA
further cut its global oil de-
mand growth forecast for
this year, citing weakness in
China, a day after OPEC also
lowered its demand projec-
tions. World oil demand will
rise by 8,60,000 bpd this year,
down 40,000 bpd from the
previous forecast, the IEA
said. For next year, it sees an
expansion of 1 million bpd,
about 50,000 bpd higher than
expected last month.

China has for years driven
global rises in oil consump-
tion. The IEA has been saying
that slower Chinese eco-
nomic growth and a shift to-
wards electric vehicles have

changed the paradigm for
the world’s second-largest
economy.

The Paris-based agency
now expects Chinese de-
mand to grow by only
1,50,000 barrels per day in
2024, after consumption
dropped by 5,00,000 bpd in
August compared to the
same month last year, a
fourth consecutive month of
declines.

OIL DEMAND

“Chinese oil demand contin-
ues to undershoot expecta-
tions and is the principal
drag on overall growth,” the
IEA said.

OPEC also reduced its
forecast for 2024 global de-
mand growth on Monday but
it is still projecting a much
stronger expansion of 1.93
million bpd, driven in part by
a bigger contribution from
China.

The gap between the IEA
and OPEC forecasts is equal
to more than 1 per cent of
world demand. While de-
mand slows, non-OPEC na-
tions are driving up supply.

The IEA forecasts non-
OPEC growth at 1.5 million
bpd this year and next,with
higher production from the
US, Guyana, Canada and
Brazil above the rate of de-
mand growth.
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The lesson from
the transition
to CNG is that
people need
alternatives
for a ban to
be effective
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The clean air challenge

Delhi can learn from ils leapfrog lo CNG lo win the ballle for clean skies and clear lungs

t's that time of the year

again, and people of Delhi

and its neighbouring

areas are waiting for the
sky to fall—literally. The cold
is setting in. With the slowing
wind, the pollutants already
in the air will settle down. We
will not be able to breathe. We
can only hope and pray that the
wind and rain Gods bring us
relief. This is because we have
not done anything of conse-
quence to combat pollution
over the years.

The Graded Response
Action Plan (GRAP) was sup-
posed to be an emergency alert
system, aimed to take urgent
steps when pollution peaked.
It has become the only time
we act, which, obviously, is
too little and too late. Now we
are being told that the govern-
ment will play God—clouds
will be seeded so that we can
have rain to wash away the pol-
lutants. This is when it is well
understood that pollutants get
trapped in moisture, which
could add to our misery.

So, let’s get down to busi-
ness and understand how we
can reclaim the gains of pol-
lution control. First, a quick
recount of what has been done.
The story begins in the 1990s,
when the Centre for Science
and Environment (CSE) pub-
lished its report, Slow Murder,
and put forward an agenda for
action. The key source of pol-
lution (this should not sur-
prise us now) were vehicles,
poor quality of fuel and lack of
emission standards for vehicle
manufacturers to comply with.
By the late 1990s, the Supreme

We have not dene anything of consequence to combat pollution over the years

ILLUSTRATION: RITIKA BOHRA / CSE

Court passed important direc-
tions, asking for improvement
in fuel quality; mandating
emission standards for vehi-
cles (this was the beginning
of Bharat Stage 1, 2, 3, 4 and
now 6); and enhancing pub-
lic transportation. In 1998, the
court directed for 11,000 buses
to come on the road. Some 16
years later, the city has not even
touched half the number. But
more on this later.

The introduction of com-
pressed natural gas (CNG) was
done as a leapfrog option—
instead of only cleaning up
the quality of petrol and die-
sel, which would have taken
another decade. CNG pro-
vided quick relief. It was a
game changer for that time.
Anyone who lived through
Delhi in the early 2000s, will
tell you how contested the

decision was. But it made a dif-
ference. Today, when we are
looking at the next transition
to, say, electric vehicles, this
leapfrog to CNG holds many
lessons.

First, the technology chal-
lenge. No country had intro-
duced CNG in vehicles at the
scale Delhi proposed in the
1990s; there was also afford-
ability concern. This meant
policy had to guide technology
innovation—from designing
safety standards to bus proto-
types. Fiscal incentives were
provided so that old buses and
paratransit like three-wheelers
could be scrapped and CNG
vehicles be brought in. Second
was the implementation chal-
lenge and the need to work
at scale. This was not about
bringing in a few CNG vehi-
cles or buses; the court man-

date was a complete switchover
within two to three years. This
needed coordination and some
tough decisions—and at speed.

Today, Delhi has an ambi-
tious plan for e-buses but it
is just not taking the shape
or progressing at the speed
required so that the growth
of private vehicles can be
stemmed. In 2023, the num-
ber of private vehicles regis-
tered in the city doubled over
the previous year; this in spite
of the fact that petrol and diesel
prices are up and a substantial
share of the household budget
is spent on transportation. The
explosion of personal cars not
only adds to the congestion but
also negatesall the expenditure
on increasing roads and build-
ing flyovers and highways, and
improvements in technology
and fuel. There are old vehi-

cles that are still polluting; our
scrappage programme has not
been effective. And even if new
vehicles are cleaner, add too
many of them and the benefits
are lost. It is simple maths!

The second key source in
this battle for clean skies and
clear lungs is the fuel that we
burn—from household chul-
has to factories to thermal
power plants. In most cases,
it is biomass or coal. The
Supreme Court banned the
use of pet coke—the dirtiest
of such fuels; the Delhi gov-
ernment banned the use of
coal, which was later extended
to the entire national capital
region. It was also agreed that
thermal power plants would
clean up or shut down. Action
on this has been patchy to say
the least. The lesson from the
transition to CNG is that peo-
ple need alternatives for a ban
to be effective. When diesel
buses were stopped, CNG sup-
ply had to be assured. It also
had to be feasible in terms
of cost. The Supreme Court
agreed that this needed fis-
cal measures to keep clean
fuel cheaper than dirty fuel.
Now, even as coal is banned,
the price of natural gas makes
industry uncompetitive. [t will
not work.

I can go on. And 1 prom-
ise I will. The bottom line is
to understand that clean air
needs action all year round;
and that it will work only if we
act jointly and at scale.

The writer is the
Director-General of CSE
and editor of DownToEarth.
Views expressed are personal
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