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Boiling oil menaces macro math
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hree things are certain in
life—death, taxes,and West
Asiaerupting into conflict at
regularintervals. The latest
string ofalarming headlines
comesafter Iran launched drones and
missiles towards Israel, retaliating
against a deadly strike on its consulate
inSyria, and ratcheting up tensionsin
a region already grappling with the
grisly Gaza conflict.

The US and other G-7 countries have
rushed into cool tempers, butif history
is any indication, Israel and restraint
cannot be used in the same sentence.

Untangling the web of internecine
feudsinthisperennial tinderbox might
be a cognitive dead-end, but global
marketshave a more pressing, and self-
ish, concern—crude oil prices.

Global oil benchmark Brent crude
darted up to near six-month highs of
$92 perbarrel last week, in anticipation
of Tehran’s belligerence.

For India, oil prices touching the
three-figure-mark bodesill. The coun-
tryisthethird largest oil consumerand
importer. India meets over85% ofits oil
requirementthrough imports, making

Crude watch

The latest flare-up in tensions in the
Middle East has pushed up oil prices
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it vulnerable to global price shocks.
India’s crude oil imports in the first
11 months of FY24 rose 0.4% year-on-
yearto 212.6 million tonnes, as per data.
In 2015, the Centre targeted reduc-
ing reliance on oil imports to 67% by
2022 from 77% in FY14, but the posi-
tion has only deteriorated since. In

Crude imports have a major bearing
on India's trade deficit
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FY23, the importdependency wasatan
all-time high of 87.4%, with insiders
projectinga similar figure for 2023-24..

This expectedly puts a huge strain on
the exchequer.,

New Delhi’s crude import bill swe-
lled to $158 hillionin 2022-23 from $121
billionin the previous year. In FY24, it

was $101.3 billion till January, with the
full-year numbers set to be lower on
the back of softer energy prices.

Red-hot crude alsoweighs on other
vital parameters of India’s macroeco-
nomic health.

India’s trade deficit—the gap betw-
eenitsimportsand exports—narrowed
to $240 billion in FY24 from $265 bil-
lion in FY23, thanks to
benign oil prices. But crude
shooting up in response to
the Middle East tensions

gence in commaodities and soaring geo-
political tensionsare increasing risks to
India’s external sector,” Elara Capital
said in a note on 16 April.

Macro worries aside, the market is
also fretting about the repercussions
onthe corporate sector.

Tyre and paint manufacturers, fast-
moving consumer goods, carbon black
and lubricant makers and
specialty chemicals firms
arereliant on crude oil and
its derivatives. Soaring

would reverse this positive EliVATfED,O“ prices  crude prices can put pres-
trend. stoke inflationary sure ontheirmargins.

Thiswill haveaspillover oot b?’ s Thebiggest blow will be

aveasp up prices of petrol -RDISEESL DIO -

effect on the currency by  and diesel onstate-owned oil market-

spurring dollar demand.

Elevated oil prices also
stokeinflationary pressures
by driving up prices of pet-
roland diesel.

ITis no exaggeration
to say that crude oil
is the fulcrum on
which India's macro
vigour depends

ing companies if pump
rates are not hiked.
“Overall, wesee elevated
crude/refined product pri-
ces as negative for inte-

While retail inflation
moderated to 4.85% year-
on-year in March, itisstillabove RBI's
target of 4%. However, weather-related
idiosyncraticevents(which can propel
foodinflation) and rising oil prices are
among the most potent threats to the
moderating trend in inflation, Morgan
Stanley analysts said.

“Rising crude oil prices and resur-

grated margins of oil mar-
keting companies,” broker-
age Motilal Oswal said,

Companies will keep a wary eye on
the geopolitical temperature in the
current fiscal year.

While death, taxes and West Asian
crises may be the three certainties of
life, thereisafourth factorthat perhaps
trumps themall. And that is hope.
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Crude oil steadies on
Chinese economy growth

London: Crude oil steadied on
Tuesday with support from data
showing China’s economy grew
faster than expected and Middle
East tensions but weighed by
concern that US interest rates may
stay higher for longer and reduce
demand. Brent futures for June
delivery rose 7 centsto $90.17 a
barrel by 0801 GMT. US crude for
May was up 6 cent to $85.47. reuters
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‘Escalation of tension
between Iran, Israel
may affect oil prices

The Hindu Bureau
BENGALURU

External Affairs Minister S.
Jaishankar has expressed
fear that any further esca-
lation in the tension bet-
ween Iran and Israel may
have big consequences for
India as it may push up oil
prices. In an informal inte-
raction with mediapersons
in Bengaluru on Tuesday,
Mr. Jaishankar observed
that any escalation of the
West Asia tension would
translate to an increase in
import costs, shipping
costs, insurance costs and
energy costs besides push-
ing up oil prices

There is pressure from
the rest of the world, in-
cluding the U.S., on Israel

to desist from escalating
matters with Iran. At the
same time, there was pres-
sure from within Israel to
respond to the attack by
Iran, he pointed out.

“My sense is that in the
next few days we see how
the pressure from rest of
the world and pressure
from within Israel will play
out,” he said.

He also ruled out the
possibility of any increase
in oil prices impacting the
Lok Sabha elections, by in-
dicating that it may take
some time for any such es-
calation in tension to trig-
ger an increase in oil pric-
es. “We are looking at
months and not weeks. I
don’t think it will have any
impact on polls,” he said.
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TO ACCELERATE EXPANSION EFFORTS

GPS Renewables Raises
411 cr from Top Lenders

Our Bureau

Mumbai: Bengaluru-based
GPS Renewables on Tuesday
said it has raised $50 million
(%411.5 crore) in debt financing
from a clutch of private and
public sector banks, and non-
banking financial companies
including Punjab National
Bank, HDFC, Yes Bank and
HSBC Bank.

The funds will be used for its
nationwide execution of com-
pressed biogas (CBG) plants,
said acompany statement.

GPS Renewables provides
end-to-end solutions for the de-
velopment, production and
distribution of biofuels.

It has set up more than 100
biogas plants and has an order
book of $240 million (2,000
crore) and memorandums
of understanding worth
$540 million (24,500 crore)
for the execution of CBG
plants across the country,
according to the company:

Founded by Mainak
Chakraborty and Sreek-
rishna Sankar, alumni of
the IIT Bangalore, GPS Re-
newables has in the past
raised $20 million in equi-
ty funding from Neev
Fund II by SBICap Ventu-
res, Netherlands-based Hi-

vos-Triodos Fund and Hydera-
bad-based Caspian Impact In-
vestments.

“To further accelerate our
efforts, we not only need fi-
nancial back-
ing but also

- strategic in-
— !—- dustry collabo-
et rations. The
current round

Funds will of funding will
beusedfor allow us to ac-
nationwide celerateourex-
executionof pansion efforts
compressed and promote
biogasplants, [ndia’s trans-
saysco ition to sustai-

nable green energy,” said Ti-
lak Minocha, chief finance
controller, GPS Renewables.
In August 2023, GPS Rene-
wables had acquired Germa-
ny-based Proweps Envirotech

GmbH, a design and enginee-
ring company specialising in
technologies for utilising mu-
nicipal and industrial organic
waste and agri-residue for bio-
gas production.

Looking ahead, through its
climate infrastructure plat-
form, GPSR Arya, the compa-
ny plans to develop own CBG
projects via a joint venture
with Indian Oil Corporation.

The company reported a tur-
nover of about $60 million
(2500 crore) for 2023-24, “regis-
tering a 225% growth over
2022-23”. During this period,
the company increased its full-
time employee strength to 500-
plus from 72, it said, adding
that it continues to stay net
profitable despite a steep tur-
nover growth of more than
2,500% since 2020-21.
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India’s reliance on oil

imports hits fresh
full-year high in FY24

SUKALP SHARMA
MEW DELHI, APRIL16

INDIA'S RELIANCE on imported
crude to meet its domestic de-
mand hit a fresh all-time-high
for the full financial year 2023-
24 (FY24) due to growing de-
mand for fuel and other petro-
leum products amid flagging oil
production,

Asper latestdatafromtheail
ministry’s Petroleum Planning &
Analysis Cell {PPAC), India's oil
import dependency for FY24
climbed to B7.7 per cent from
374 per centin FY23.

Given India's rapidly rising
energy demand, reliance on oil
imports has been risingcontinu-
ously over the past few years, ex-
ceptfor FY21, whendemand was
suppressed due to the COVID-19
pandemic. India's oilimport de-
pendency was 85.5 per cent in
FY2Z 844 percent in FY21, 85
per cent in FY20, and 83.8 per
centmFY19.

Heavy reliance on imported
crude oil makes the Indian econ-
omy vulnerable to global oil
price volatility, apart from hav-
ing a bearing on the country's
trade deficit, foreign exchange
reserves, rupee'’s exchange rate,
and inflation,

The government wantstore-
duce India's extreme depend-
ence on imported crude oil but
sluggish domestic oil output in
the face of incessantly growing
demand for petroleum products
has been the biggest roadblock.
Infact, inearly 2015, the govern-
ment had set a target to reduce
reliance on oil imports to 67 per

RISING ENERGY DEMAND
FINANCIALYEAR | OILIMPORT

! DEPENDENCY*
2023-24 ! 87.7
2022-23 874
2021-22 85.5
2020-21 844
2019-20 85
2018-19 ; 838
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centby 2022 from 77 percentin
2013-14, but the dependency
has only grown since, Cutting
costhy ol imports continues to be
a key focus area for the govern-
ment, and it even found a men-
tion in the Bharatiya Janata
Party's manifesto for the im-
pending Lok Sabha polls.

Reducing oil imports is also
one of the fundamental objec-
tives of the government's push
for electric mobility, biofuels,
and other alternative fuels for
transportation as well as indus-
tries, Over the past few years, the
government hasalsointensified
eflorts to raise domesticcrude oil
output by making exploration
and production contracts more
lucrative and opening vast
acreages for oil and gas explo-
ration, While there has been a
pick-up in electric mobility
adoption and blending of biofu-
els with conventional fuels, it is
not enough to offset petroleum
demand growth.

The computation of the level
of import dependence is based
on the domestic consumptonof
petroleum products and ex-
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cludes petroleum product ex-
ports as those volumes do not
represent India'sdemand. With
arefining capacity of a litleover
250 million tonnes per annum,
India—the world's third-largest
consumer of crude oil and also
one of itstop importers—isa net
exporterof petroleum products.

India's domestic consump-
tion of petroleum products in
FY24 rose 4.6 per cent year-on-
yearto a record 233.3 million
tonnes, underscoring robustde-
mand, particularly for trans-
portation fuels petrol and diesel.
Domestic crude oil output for
theyear mse 0.7 percentto29.4
million tonnes.

Total production of petro-
leum products from domestic
crude oil was 28.6 million tonnes
in F¥24, which means that the
extent of India's self-sufficiency
in crude oil was just 12.3 per
cent,down from 12.6 per centin
FY23. Consumption of petro-
leum productssourced fromin-
digenous crude oil was 28.2 ril-
lion tonnes, while total domestic
consumption was 223 million
tonnes,
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Noida airport signs pact with BPCL for fuel line

GREATER NOIDA: The greenfield
Noida international airport on
Tuesday said it has signed a
memorandum of understanding
(MoU) with the Bharat Petro-
leum Corporation Limited
(BPCL) for laying a dedicated avi-
ation turbine fuel (ATF) pipeline
to the airport facility to meet its
fuelling demands.

The greenfield airport is
slated to start operations by

December end 2024, said offi-
cials associated with the deal.
The dedicated ATF pipeline,
spanning 34km, and extending
1.2km within the airport prem-
ises, will be laid from BPCL's
Piyala terminal in Faridabad to
the tank farm at the airport site.
Once operational, this pipe-
line will operate on a common/
contract carrier basis, ensuring
seamless fuel transportation to

the airport, said officials associ-
ated with the deal.

In a statement, Sukhmal Jain,
director (Marketing), BPCL, said,
“The BPCL has been the pioneer
in setting up ATF facilities at the
airports and allied infrastructure
in India since the time the avia-
tion industry took off in the
country.” Jain said.

Officials said this common
use fuel transportation pipeline

will ease fuel receipt operations
and mitigate emissions by elimi-
nating the need for tanker lorry
movement.

“We are pleased to collaborate
with BPCL for the development
of a fuel pipeline, which aligns
with our strategic vision of offer-
ing cost-efficient and sustainable
solutions,” said Kiran Jain, chief
operating officer, Noida interna-
tional airport. HTC
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High oil prices and little likelihood of higher retail prices will 7

squeeze the marketing margins of state-owned OMCs.

REUTERS

Oil cos' marketing
margins may face
West Asia heat

Ritura) Baruah
rituraj.baruah@livemint.com
NEW DELHI

ﬂ n escalation in West
Asiacouldignite crude
oil pricesand hurt mar-
keting margins of India’s oil
marketingcompanies (OMC),
given their limited space to
raise fuel pricesinan election
season. With crude prices
crossing $90 per barrel last
weekand fears thatit could go
beyond $100 if the conflict
flares up, concerns have
grown in the energy market.

High oil prices and little
likelihood of higherretail pri-
ceswill squeeze the marketing
marginsof state-owned OMCs,
experts said. Marketing mar-
ginis the difference between
thecost of therefined product,
say petrol or diesel, and the
retail sale price.

“Although the situation has
not escalated so far, in case
there is a major disruption on
the Strait of Hormuz, even
S100 per barrellooks less, Pri-
ces may surge further as the
Strait handles transport of
about 25% of the global oil
consumption. And a surge in
crude price is negative for
OMCs. Marketing margin on
sale of diesel is hardly about a
rupee and that on petrol is

around 35 perlitre,” said Swar-
nendu Bhushan, co-head of
research at Prabhudas Lillad-
herPvt. Ltd.

Shares of OMCs have been
volatile over the past week;
however, in the last one
month, they have seen an
uptrend. IOCL shares have
increased about 5% 10 169.05,
while those of BPCL and
HPCL increased nearly 2% to
3592.65 and 1469 respec-
tively.

“The under-recovery on
dieselis about a rupee, whilein
the caseof petrol, they making
handsome profitsofabout 33.2
per litre. However, if crude
prices surge, OMCs may
return to under-recoveriesin
petrol sales,” Bhushan added.
Under-recovery isthe notional
loss ordifference between the
retail price of the fuel and the
international price.

Anincrease of $1 per barrel
of crude necessitates a 50
paise increase in petrol price,
Bhushan said, adding in case of
a$6 increase, OMCs may wit-
ness under-recoveries.

Prashant Vasisht, senior

TURN TO PAGE 6

Boiling oil menaces

macro math >P4
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Oil cos’ margins may face West Asia heat

FROM PAGE 1

vice-president and co-group
head, corporateratings, ICRA,
said, “Marketing margins have
declined in April 2024 with
therise in oil pricesalong with
reduction in retail selling pri-
cesfrom 15 March. ICRA esti-
mates that the OMCs’ net reali-
zation is higherby 32 perlitre
for petrol and marginal loss for
diesel vis-a-vis international
product prices in April 2024.”

OMCs had cut prices of both
petrol and diesel by about %2
last month, just before the
stareofthemodel code of con-
duct for the general election
from19 April to 1 June.

Queries sent to the Indian
0il Corp. Ltd, Hindustan
Petroleum Corp. Ltd and Bha-
rat Petroleum Corp. Ltd
remained unanswered ftill
presstime.

Vasisht of ICRA, however,
addedthat the impactonmar-
keting margins may be offset
by healthy refining margins.
He noted that OMCs have

by about 2 last month.

reported robust refining mar-
gins and are expected to con-
tinue the momentum, GRM is
the difference between the
costs of raw material, mostly
crude oil and weighted aver-
age prices of petroleum prod-
ucts.

According to 1CRA, the
benchmark Singapore Gross
Refining Margins in April
stand atabout $3.4 per barrel.

Oil marketing companies had cut prices of both petrol and diesel

S

MINT

In February and March, the
GRM was at $7.7 and $5.5 per
barrel. The three state-run
OMCs have reported healthy
profits in the past few quarters
ascrude pricesstayed subdued
and retail prices unchanged.
Similar robust financials are
expected for the last quarter of
FY24.

However, in the ongoing
June quarter, margins may see

adipcompared to the previous
quarter. Inarecent note, ICICI
Securities said that in the
absence of any decline in
international prices and low
possibility of retail prices hikes
before the elections, retail
margins during the quarter
may see a sharp downturn,

Crude prices crossed $90
last weck, the highest levels
since October last year. At the
time of writing thisreport, the
June contract of Brent on the
Intercontinental Exchange
was trading at $89.85 per bar-
rel, lower by 0.28% from its
previous close.

Moody’s Analytics on Mon-
day had said that oil prices may
add another $5 per barrel tak-
ing the prices up to $95 per
barrel. “Now that the attack
has happened, we expect oil
prices to add another $5 per
barrel to the risk premium,
pushing oil to the $90 to $95
perbarrelrange,” it said. It also
noted that in case of further
escalation, prices may hit the
$100 per barrel mark.
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NEW DELHI: An escalation in
West Asia could ignite crude oil
prices and hurt marketing mar-
gins of India’s oil marketing
companies (OMC), given their
limited space to raise fuel prices
inan election season. With crude
prices crossing $90 per barrel
last week and fears that it could
go beyond $100 if the conflict
flares up, concerns have grown
in the energy market.

High oil prices and little likeli-
hood of higher retail prices will
squeeze the marketing margins
of state-owned OMCs, experts
said. Marketing margin is the
difference between the cost of
the refined product, say petrol or
diesel, and theretail sale price.

“Although the situation has
not escalated so far, in case there
is a major disruption on the
Strait of Hormuz, even $100 per
barrel looks less. Prices may
surge further as the Strait han-
dles transport of about 25% of
the global oil consumption. And
asurgein crude price is negative
for OMCs. Marketing margin on
sale of diesel is hardly about a
rupee and that on petrol is
around 5 per litre,” said Swar-
nendu Bhushan, co-head of
research at Prabhudas Lilladher
Put. Ltd.

Shares of OMCs have been
volatile over the past week; how-
ever, in the last one month, they
have seen an uptrend. I0CL
shares have increased about 5%
to R169.05, while those of BPCL
and HPCL increased nearly 2% to
%592.65 and 469 respectively.

“The under-recovery on diesel
is about a rupee, while in the
case of petrol, they making
handsome profits of about 3.2
per litre. However, if crude pri-
ces surge, OMCs may return to
under-recoveries in petrol sales,”
Bhushan added.

Under-recovery is the notional
loss or difference between the
retail price of the fuel and the

| i

High oil prices, little chances of
higher retail prices will
squeeze OMCs’ margins, REUTERS

international price.

An increase of $1 per barrel of
crude necessitates a 50 paise
increase in petrol price, Bhushan
said, adding in case of a $6
increase, OMCs may witness
under-recoveries.

Prashant Vasisht, senior vice-
president and co-group head,
corporate ratings, Iera, said,
“Marketing margins have
declined in April 2024 with the
rise in oil prices along with
reduction in retail selling prices
from 15 March. ICRA estimates
that the OMCs netrealization is
higher by 22 per litre for petrol
and marginal loss for diesel vis-
a-vis international product pri-
ces in April 2024.”

OMCs had cut prices of both
petrol and diesel by about 32 last
month, just before the stare of
the model code of conduct for
the general election from 19
Aprilto1June,

Queries sent to the Indian Oil
Corp. Ltd, Hindustan Petroleum
Corp. Ltd and Bharat Petroleum
Corp. Ltd remained unanswered
till press time.

Vasisht of Tera, however,
added that the impact on mar-
keting margins may be offset by
healthy refining margins. He
noted that OMCs have reported
robust refining margins and are
expected to continue the
momentum.



MORNING STANDARD, Delhi, 17.4.2024

Page No. 5, Size:(16.50)cms X (19.45)cms.

Oil pricestogoup
if West Asia tension

escalates: Jaishankar

EXPRESS NEWS SERVICE @ Bengaluru

EXTERNAL Affairs Minister
Dr S Jaishankar on Tuesday
said that oil prices will go up if
tensions in West Asia continue
to mount and this would have
grave consequences for India.

“This is going to translate
into costs of imports, shipping,
insurance, and energy costs,
and again oil prices will go up,”
he said at an interaction with
senior editors here.

India’s main concern and fo-
cusrightnow isthe ship (seized
by Iran near the Strait of Hor-
muz) with 17 Indians and how
to get them back, he said. On
the situation in the region, Dr
Jaishankar said there was a lot
of pressure on Israel to de-esca-
late. But the feeling is that Is-
rael is different from the rest of
the world. In the next few days,
they will see pressures within
Israel versus pressures from
the rest of the world, and how
it will play out.

“We are already so close to
the polls...We are looking at
months and not weeks. I don’t
think it will have an impact on
the polls,” Dr Jaishankar said,
responding to a question on the
likely increase in oil prices,
leading to retail inflation and

its impact on BJP’s prospects
in the Lok Sabha elections.

The minister said at the na-
tional level, people do not be-
lieve in Congress’ guarantees,
as nationally they associate
free ration, housing, electricity,
water and roads with Prime
Minister Narendra Modi. “I
have been in government for
almost 50 years now. Often peo-
ple say, we also had a scheme.
Yes, they had a scheme. I began
my career in Belagavi as a
trainee officer. (Then CM) De-
varaj Urs had a scheme to give
houses to Dalits, but only five
houses in a year. Today, you get
5,000 houses,” he said.

Jaishankar rejected the Op-
position’s allegation of Cen-
tre’s injustice to Karnataka in
releasing its tax share and
funds to tackle drought.
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Oil Traders Beton
$250/bbl by June

Oil traders piled into more than 3
million barrels worth of options
contracts inabet that prices would
spike to $250 a barrel by June as ge-
opolitical risks remain elevated.
About 3,000 lots of June $250 call
options in US crude traded for a
penny each on Tuesday, accor-
ding to data compiled by Bloom-
berg. It was likely a “lottery tick-
et” that might pay off if prices
spike to unheard of levels by the
middle of next month, although
the trade appeared to be paired
with $25 put options, which could
also signal a broader macroeco-
nomic strategy, some traders and
brokers said. — Bloomberg
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Petrol demand surges 7% in early
April, diesel sales dip by 9.5%

Onset of a harsh summer season is likely to crank

up fuel demand

NEW DELHI: India’s petrol
consumption soared 7 per cent
in the first half of April but die-
sel sales were down 9.5 per cent
ahead of the onset of a harsh
summer season that is set to
crank up fuel demand, prelimi-
nary data of state-owned firms
showed on Tuesday.

Petrol sales of three state-
owned firms, which control 90
per cent of the fuel market, rose
to 1.22 million tonnes during
April 1 to 15 when compared
to 1.14 million tonnes of con-
sumption in the same period
last year.

Diesel demand dropped 9.5
per cent to 3.14 million tonnes.

While petrol sales were up
mostly due to an increase in use
of personal vehicles on the back
of a price cut, crop harvesting
season as well as the onset of
summer which will increase
the demand for air condition-
ing in cars is likely to reverse
the trend in diesel demand.

Petrol and diesel prices
were last month reduced by
Rs 2 per litre, ending a nearly

two-year-long hiatus in rate
revision.

Month-on-month  pet-
rol sales dropped 3.6 per cent
when compared to 1.27 mil-
lion tonnes of consumption in
March 1-15. Diesel demand too
was down 2.7 per cent month-
on-month when compared to
3.22 million tonnes in the first
half of March.

Diesel is India’s most con-
sumed fuel, accounting for
almost 40 per cent of all petro-
leum product consumption.
Transport sector accounts for
70 per cent of all diesel sales in

the country. It is also the pre-
dominant fuel used in agri-
culture sectors, including in
harvesters and tractors.

Petrol consumption has
consistently shown a year-on-
year rise, diesel consumption
has been on a see-saw - ris-
ing in one month and falling
in another.

Consumption of petrol dur-
ing the first half of April was
9.2 per cent more than in the
COVID-marred April 1-15,
2022, and 56.5 per cent more
than in the first half of April
2020.

Diesel demand was up 4.7
per cent over April 1-15, 2022,
and 27.9 per cent compared to
the first half of April 2020.

Jet fuel (ATF) sales rose
10.4 per cent year-on-year to
3,35,700 tonnes during April
1-15,2024. But this was 1.2 per
cent lower month-on-month.

Like petrol and diesel, ATF
demand too is now firmly
above pre-Covid levels.

ATF consumption was 34.3
per cent more than in April
1-15, 2022, and 18.4 per cent
more than in the first half of
April 2020.

Cooking gas LPG sales were
up 8.8 per cent year-on-year
at 1.2 million tonnes in April
1-15, 2024. LPG consumption
was 15.3 per cent higher than in
April 1-15, 2022, and 28.3 per
cent more than in the first half
of April 2020.

Month-on-month, LPG
demand fell 11.6 per cent
against 1.36 million tonnes
of LPG consumption dur-
ing March 1-15, the data
showed. PTI
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Reliance offers US
oil to Asia buyers

eliance Industries Lid (RIL) offered US oil

R to otherbuyers in Asia last week, an
unusual move for refiners who rarely seek

toresell crude within weeks of buying it.

India’s biggest private processor tried to sell
West Texas Intermediate Midland crude for
May loading, accordingto traders with
knowledge of the matter who asked not to be
identified as the information is private. Reliance
didn'timmediately respond to a request for
comment. The South Asian country has recently
resumed purchases of Sokol, which may have
encouraged large buyers like Reliance to sellon
more expensive alternatives. US officials said
earlierthismonth they had not expected New
Delhi’s processorsto stop buying Russian
petroleum.

WTI Midland, Sokol and Murban are all
similarvarieties which yield more diesel than
alternative crudeswhenrefined. = BLOOMBERG
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Reliance tries to sell US oil as
more flows in from Russia

SHARON CHO & SERENE CHEONG
April 14

RELIANCE INDUSTRIES OFFERED U5 oil
to other buyers in Asia last week, an
unusual move forrefinerswho rarely seek
to resell crudewithinweeks of buying it.

The country’s biggest private proces-
sortried to sell West Texas Intermediate
Midland crude for May loading, accord-
ingtotraders with knowledge of the mat-
terwho asked not to be identified.

Reliance didn’t immediately respond
toarequest for comment.

India moved away from some of its
more traditional suppliers afterthe inva-
sion of Ukraine in 202 2, taking advan-
tage of cheaper oil from Russia shunned
by other buyers. Purchases cooled
recently as US toughened sanctions on
Moscow and cargoes of Sokol crude,akey
grade, were among those left in limbo.

India has recently resumed purchases
of Sokol, which may have encouraged
large buyerslike Reliance to sell on more
expensive alternatives.

US officialssaid earlier thismonth that
they had not expected India’s processors
to stop buying Russian petroleum.

WTI Midland, Sokol and the UAE's
Murban are all similar varieties, which
yield more diesel than alternative crudes
when refined.

The traders did not specify whether
the reselling of the U5 oil by Reliance was
linked to the resumption of Sokol pur-
chases. [tis also still unclear if flows of
Russian crude to India will return to last
year's record levels.

Reliance also attempted to sell cargoes
of Murban crude for April-May loading
before offering the American oil, the
traders said.

—BLOOMBERG

FINANCIAL EXPRESS "ed, 17 April 2024

reantorean https://epaper.financialexpress.com/c/74920835

CRUDE CONTROL

W Earlier, Reliance
attempted to sell
cargoes of
Murban crude for
April-May loading
before offering
the American oil

® Reliance triedto . ©
sell West Texas VA
Intermediate
Midland crude
for May loading

=k .
H India recently resumed

Sokol purchases, which may
have led large buyers to sell
more expensive alternatives
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Wall Street is betting OPEC-+ can fend
off $100-a-barrel crude oil

David Ubert
feedback@livemint.com

hespecter of awidening
T war in the Middle East

has put $100-a-barrel oil
back on the table. But Wall
Street is looking elsewhere in
the region for hints about how
high prices could go.

The Saudi-led Organization
of the Petroleum Exporting
Countries and its Russia-
aligned counterparts have
dialed back production of mil-
lions of barrels of oil a day in
recentyears. Investorsare bet-
ting that spare capacity, which
the countriescould yet tapinto,
will effectively put a cap on oil
prices—and protect Americans
froman inflationary shock.

Benchmark global prices
have increased 23% since mid-
December, recently nearing
their 2023 highs. The climb
has pushed up the cost of driv-
ing to work, shipping grocer-
ies and running farm equip-
ment, That has buoyed infla-
tion across an American
economy that is still running
hotter than the Federal
Reserve would like.

Iran’slargely thwarted strike
on Israel in recent days has
added new uncertainty to the
market. Pricesrose Friday inthe
lead-up to the Islamic Repub-
lic’'sbarrage ofdrones andmis-
siles. On Monday, asofficials in

Washing-
h tonandelse-
IET JOURNAL where tried
todialdown
tensions, front-month futures
for Brent crudedropped 0.4%,
to$90.10abarrel.

That muted response to the
attack could be a sign that
traders are betting that Israel
will respond cautiously. Ana-
lystssayitisalso a nod to how
OPEC+ could quickly respond
to any financial aftershocks.

“OPEC’s market power is
more important thisyearthan
last year,” said Jorge Leon, sen-
ior vice president of the con-
sulting firm Rystad Energy.

Members led by Saudi Ara-
bia began a series of output
cuts in 2022 that reduced the

OPEC+ slice of global supplies
to less than 34%, according to
Rystad. That is the smallest
amount since OPEC joined
with a Russian-led producers’
group in2016. Still, the Biden
administration’s unprece-
dented release of oil reserves,
followed by gushers of pro-
ductioninthe U.S., Brazil and
elsewhere, filled the supply
gap and kept pricesin check.
Slowing U.S. production
growth this year flipped the
balance of power back in favor
of OPEC+ and higher prices.
Federal officials project Amer-
ican output will rise by some
300,000 barrels a day this
year, to a record 13.2 million,
down from the one million-
barrel-a-day growth in2023.
That hasled refinerstodraw
down some of their existing
stockpiles of crude, driving up
demand for future shipments.
At the same time, speculators
suchas hedge funds have piled
into petroleum in a bet thata
stronger-than-expected U.S.
economy willgobble up more
fuel, chemicals and asphalt.
“It's easier for OPEC and
OPEC+ to be the 800-pound
gorilla in the room, to be
strong in this market,” said
Ann-Louise Hittle, vice presi-
dentofoil markets at consult-
ing firm Wood Mackenzie.
Thebig questionin trading
hubs stretching from Houston

Members led by Saudi Arabia began a series of output cuts in 2022 that reduced the OPEC+ slice of
global supplies to less than 34%.

to New York to London is
whether the cartel’smembers
will boost production at a
meeting expected in June.

Arise in price toward $95 a
barrel will put pressure on
OPEC+ toincrease output, said
Frederic Lasserre, global head
of researchand analysisat the
commodities-trading giant
Gunvor.

Speaking at the Financial
Times Commodities Global
Summit, an industry confab
heldin Switzerland last week,
headded, “We are going tosee
some production back, at least
from Saudi Arabia.”

Traders™ ultimate fear is
that an expanding global
economy and wartime disrup-
tions could push prices high
enough to curb the world’s
thirst for oil. Demand slowed
aftera similar shock in 2022,
when Russia’s invasion of
Ukraine supercharged infla-
tion by scrambling energy
marketsand propelling crude
costs to shale-era highs.

U.S. prices at the pump
remain far below their levels
thatyear. The average cost of a
gallon of regular gasoline
Monday stood at $3.63,
according to AAA, a hairlower
thanitwasayear ago.

That could change if the
Israel-Iran conflict spirals into
awar thatdisrupts Tehran’soil
infrastructure orslows tanker

AP

traffic in the Strait of Hormuz,
a narrow shipping lane to the
Persian Gulf.

Crude prices havebeen vol-
atile since U.S.and Israelioffi-
cials last week began prepar-
ing for a potential Iranian
attack. Analysts believe war-
timerisks are adding between
$5and $10 to the priceofabar-
rel of oil on any given day.

“The market is on tenter-
hooks,” said Rebecca Babin,
managing director at CIBC
Private Wealth.

Many traders are still bet-
ting that OPEC+ will effec-
tively keep a lid on oil prices.
Saudi Arabia, which restored
relations with Tehran this past
vear, called on Israel and Iran
to exercise restraint.

Goldman Sachs recently
warned clients that a broader
war could affect various
OPEC+ members’ ability or
willingness to pump more
crude through shipping dis-
ruptions, infrastructure dam-
age or heightened tensions.

“We've been surprised how
longthey have kept these cuts,”
said Walt Chancellor, an
energystrategist at the Austra-
lian bank Macquarie. “With all
things OPEC and Saudi Arabia,
yougottoapproach ithumbly.”

Anna Hirtenstein and Joe
Wallace contributed to this
article.
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West Asia

tensions

stall India's plans
to importIran oll

Iranwas India’s third-largest source of crude oil until 2019

SUBHAYAN CHAKRABORTY
New Delhi, 16 April

he latest flashpoint in West Asia

I has derailed India’s preliminary plans to

resume crude oil imports from Iran,
officials said.

In January, officials of the Ministry of
Petroleum and Natural Gas had told Business
Standard that the government had been studying
proposals for the same, given that India was try-
ing to expand sources of imports.

“We are always monitoring the situation when
it comes to crude flows. There had been proposals
to resume crude oil imports from Iran. But given
the current state of affairs, that plan has now
been put aside,” a Petroleum Ministry official
said on Monday.

India has so far refrained from purchasing
crude oil from any country facing global sanc-
tions. The government considered importing
Venezuelan oil once the US lifted sanctions on
the South American nation.

The issue may have been discussed during
recent bilateral meetings during External Affairs
Minister S Jaishankar’s visit to Iran in January.

New partnerships

One of the motivations behind the move was that
shipments from Iran would be better shielded
from regjonal instability. “Shipments from Iran
take place through the Persian Gulf and Gulf of
Oman, where the Houthi militias have limited
presence,” an official said. Given that the Houthis
are also allies of the Iranian regime, they were
also not expected to go against trade deemed
important by Tehran.

Aftermore than a year of securing major ship-
ments of Russian crude, India is increasingly
looking to re-establish supplies from its tradi-
tional partners in West Asia. As of January, Iraq
and Saudi Arabia were the second and third-
largest sources of crude for India according to
official data. The plan to test whether imports
from Iran can begin was part of this larger effort,
another official said.

Yet, imports from Russia have increasingly
faced tighter restrictions, due to the US imposing
fresh sanctions against Russia’s prominent
tanker group, Sovcomflot, in February, and facing
growing challenges in processing payments.

The discounts received by India had also
come down to their lowest since the invasion of
Ukraine in late-2023 to $3-4 per barrel.

Bypassingsanctions
Iran was the third-largest source of crude oil for
India till 2018-19, when imports had topped at

m Shipments from Iran better shielded from
regional instability

m After more than a year of securing major
shipments of Russian crude, India looking
to re-establish supplies from West Asia

m ndian refiners yet to negotiate spot
purchases from the country

m However, Iranian crude increasingly
being offered by traders under the
garb of Malaysian oil

$12.1 billion. In June 2019, the US Presidential
administration under Donald Trump placed
fresh sanctions on the country due to its nuclear
programme. With Washington removing an
exception for countries like India to source oil
from Iran, the trade was cut off from accessing
US dollars. As a result, Iran went from becoming
the ninth largest crude oil exporter in 2018 to the
71st as of 2021, OPEC figures show.

While Indian refiners are yet to negotiate spot
purchases from the country, Iranian crude is
increasingly being offered by traders under the
garb of Malaysian oil, Business Standard has ear-
lier reported.

Crude oil currently makes up a staggering per
cent of Iranian exports, according to the Atlas of
Economic Complexity, a repository of trade data
maintained by Harvard University. In the
absence of buyers, an increasing share of Iranian
crude has diverted towards China, feeding nearly
10 per cent of China’s gigantic crude require-
ments, Reuters has reported.
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