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BP went for continuity.
It needs a revolution

BY APPOINTING ITS former finance bossasitsnewchiefexecutive officer, British oil
giant BP Plewent for continuity — but it needs revolution. The board is turning to
capable hands to runthecompany today. Butwhat about the next five years, letalone
the following decade?

Murray Auchincloss,a 53-yearold Canadian, replaces Bernard Looney, who was
dismissedlastyear for“serious misconduct” Auchinclosswas quick toemphasize con-
stancy. "Our strategy — from international oil company to integrated energy com-
pany,or[0C to IEC— does notchange,"he said inastatement following his promotion.

Alongwith many other companies, BPloves toreinvent itsbrand.Fora time,it mar-
keted itself as Beyond Petroleum. Along the way, it switched from capital letters to
lowercase because, company lore says, focus groups indicated that “bp is friendlier
than the old imperialistic BP! Now, it's an [EC,whatever that’s supposed to signify.
Surely, some branding consultant is making bank playing scrabble with the share-
holders’ money. I wish BP would stick to whatit knows — petroleum. It may not be
politically correct, but it pays the dividends.

Whichbrings usback tothe strategy. BPdirectors and seniorexecutives insistthe
current business plan is right. [ disagree; but that's irrelevant. What's crucial is that
the marketalso disagrees. Minutes after BP announced the CEO appointment, its
shares fell to the lowest since October 2022. True, o0il and gas
prices were down, so the fall was in line with the market. But
there'sa much larger trend. Of the five top international oil
and gas majors, BPistheonlyone whosesharesaredown from
theirearly 2020 level,just beforethe pandemic hit

From a shareholder point of view, the last five years had

“ J been largely a washout. Including re-invested dividends, BP

—m e has generated total returns (measured in sterling)of 14.95%
JAV. ER sincejan. 2019. Using the same metric over the same period.
BLAS Exxon Mobil Corp. has delivered total returns of 81.76%;
Chevron Corp.of 64.67%;Shell Plc of 30.89%; and Total Ener-

Blecmberg gies SE of 70.17%. Maybe BP directors knowsomething the

market doesn't; or, perhaps, they'rejust wrong.

Looking at the last five years may be unfairbecause BP has already tweaked its
strategysince,reducing theemphasison reducingoil and gas production. Buttoday's
financialindicators aren't rosier,either.On a price-to-earn ings basis, BP shares trade
atalowly 3.9 times ratio, compared with 7.1 times for Shell and 8.1 times for Total-
Energies. Exxonand Chevron tradeat 9 and 10 times, respectively.

Why areinvestors so down on the company? Lookat the numbers underpinning
its business plan. Even after re-adjusting its strategyayearago, B Pis spending gener-
ouslyon lower-return projects outside its core oiland gas businesses. Thus, it needsa
rising oil price to sustain the payoutsshareholders have become used to. Fortunately,
Auchincloss did say on Wednesday that“focusing on returns”was a priority. Good.
There's hope.

As a former chief financial officer, Auchincloss will be attuned to balance sheet
dangersthat BP could face ifoil and gas prices drop. Debt, already elevated by histor-
icalstandards,would increase, pressuring its credit rating. Share buybacks would go;
dividends would fall. The hope is that he quickly recasts the strategy, going beyond
the changes thathis predecessor Looney startedinearly 2023,

Backin October,whenAuchinclosswas stillinterim CEQhe updated investorson
how BPwouldspend itsmoney, setting out a listof priorities, First, the dividend; sec-
ond, maintaining an investment grade creditrating; third,investingin its so-called
transition businesses; fourth came oil and gas; and fifth was share buybacks.I'd pre-
ferthat he merged three and fourin one single bucket: investing in the company’s
business,and selected where to put money solely based on risk-adjusted returns.

If not, BPfaces anotherkind of danger.Its marketvalue has alreadydropped below
$100billion,less than half the peakof $250 billion setin 2006.At its current valua-
tion, BP is a clear target for an activist investor looking to shake up the board and
change the company's strategy. Alternatively, it could be prey fora mega takeover.
Eitheralternativecould offera better future toshareholders than the currentstrategy.
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Go short on natural gas
at the current level of X235

]
Akhil Nallamuthu
bl. research bureau

Natural gas futures on the
Multi Commodity Ex-
change (MCX), after facing
a resistance at 275 last
week, saw a sharp decline in
price.

On Tuesday, it closed at
¥243.7 and on Wednesday’s
early trade, the prices had
continued to fall.

COMMODITY
CALL.

A fall below 3240 hints at
the resumption of the bear
trend. From the current
level, there might be a cor-
rective rally to 245 but not
beyond it.

Eventually, the natural
gas futures are expected to
fall to ¥214 in the near term.
Support below %214 is at
$200.

On the other hand, if the

above
245, it can face a roadblock
at ¥275. A breakout of this
level can turn the trend
bullish. Resistance above
27518 at T300.

contract recovers

TRADING STRATEGY
The price action indicates a
clear bear trend. So, we sug-
gest going short on natural
gas futures at the current
level of 235 and add shorts
if the price rises to ¥245.
Place stop-loss at 3255.

When the contract slips
below %225, tighten the
stop-loss to %232. Book
profits at ¥215.
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Natgas Demand
Rises 9% in Dec

Sanjeev Choudhary

New Delhi: Domesticnatural gas
consumption increased 9% year-
on-year in December 2023, aided
by softer international prices.

Import of liquefied natural gas
(LNG) jumped 12% year-on-year
during the month, according to
the official data. LNG prices in
the international markets have
fallen as mild winter and high
levels of storage in Europe have
weakened demand for the fuel.
Japan/Korea marker, the bench-
mark for the North Asian spot
LNG market, has dropped to
about §10 per mmbtu from an av-
erage of $18 in October. LNG
rates usually rise in winter, with
more gas needed for heating.
The average price in January
2023 was $19 per mmbtu.

Higher prices hurtIndia’s LNG
imports and overall gas con-
sumption in 2022-23. LNG im-
ports are up 14% year-on-year in
the April-December period
while total gas consumption in
the country has increased 9.4%.

sanjeen.choudharyviatimesgroup.com
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Oil, gas imports
declineto $89.9 bn

ndia’s oil and gasimport bill hasdeclined
I about 21%to $89.9 billion in April-December

FY24, from $114.2 billion during the same
period of the last fiscal.

This fall in import bill comes on the back of a
fall in energy prices.

Data from the Petroleum Planning and
Analysis Cell (PPAC) showed that asof
December, India imported a total of 172.9 mt
crude oil, marginally higher than 172.3 mt
during the April-December period of FY23.

Asoil prices have declined during the current
fiscal, the value of oil imported by India stood at
$98.4 billion, against $124.9 billion during the
corresponding period of FY23.

According to the data, India’s import
dependency for crude oil in FY 24 rose to 87.5%
by the end of December, compared to 87% in the
year-ago period.

The average price of the Indian crude basket
inJanuary 2024 stands at $77.85 per barrel,
against $83.76 in April 2023.  RITURA] BARUAH
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LENDERS INCLUDE SINGAPORE’s DBS BANK AND STATE-OWNED BANK OF BARODA

ONGC Videsh Raises $420 m

Joel Rebello

Mumbai: ONGC Videsh, the overse-
asexploration armof Oiland Natu-
ral Gas Corporation (ONGC), has
raised $420 million from Singapore’s
DBS Bank and state-owned Bank of
Baroda (BoB) in adeal closed earlier
this month, taking advantage of the
recent drop in global interest rates.

Both the banks are meeting pro-
spective lenders in a bid to distribute
theloan toa wider network of banks
across Asia, people familiar with the
transaction said.

“This is afive-vear loan raised at
about 125 basis points above the
corresponding benchmark secured
overnightfinancing rate (SOFR)and
is likely to be syndicated to other
lenders in the region by next month,”

one of them said.

The five-year SOFR is currently at
3.66%, which means ONGC Videsh is
paying around 4.91% interest for the
loan. One basis point is 0.01 per-

A spokesperson for DBS, the lead
arranger, confirmed that the bankers

are scouting for syndica-
9 across Asia.
BoBdidnotreplytoan
email seeking comment.
theloan is arefinance for a previous-
lv taken loan.

“DBS is the lead arranger with $300
the spokesperson said. “Bankers
have already had roadshows in
Taiwan (and) Singapore and are also

centage point.

tion opportunities
An ONGC Videsh spokesperson said
million and BoB has $§120 million,”
meeting lenders in Dubai in the

process of syndication. Thisloan is
guaranteed by the parent ONGC.”
Bankers are hoping that ONGC
Videsh's sovereign backing and
India’s emergence as the fastest-
growing large economy in the world
will lead to strong demand for the
loan, people cited above said.

Last August, the government gave
ONGC Videsh the ‘navratna’status,
which allows it to undertake capi-
tal expenditure without any ceiling
and raise debt from domestic and
international markets with appro-
val from the government and Reser-
ve Bank of India (RBI).

Later that month, Fitch affirmed
ONGC Videsh's creditrating at
‘BBB-, inline with its parent and
the sovereign.

Joel rebello@timesgroup.com
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Saudi crude price cuts unlikely to dent Urals demand

ARUNIMA BHARADWAYJ
New Delhi, January 17

INDIA'S CRUDE OIL imports
from SaudiArabia may pick up
modestly after the kingdom
cut the official selling price of
its key export grade for Febru-
ary, but the demand for dis-
counted Russian Urals is still
seen surpassing that fortheoil
from Saudi Aramco.

Analysts feel any large addi-
tional buying of Saudi crude by
New Delhi is unlikely as Iraqi
barrels are slightly more cost-
competitive thanthe Saudivari-
ety. The recent Saudi price cuts
have reduced the formula price
of Arab Light from a §3.5 per
barrel premium to
Oman/Dubaito §1.5 per barrel,
according to analysts, "Deliv-
ered into India, that isstill $6-7
perbarrel more expensive than
Urals,"ViktorKatona,lead crude

analystat Kpler said.

Most Saudi cargoes to India
are shipped via verylarge crude
carrier (VLCC) resultingin §1
per barrel as the shipping cost
and the final price of $2.5 per
barrel above the Dubai grade.

“ConsideringArab Heavy's
February formula price is -
50.3 /bblto Oman/Dubai, any
Saudi crude in February would
be more expensive than the
Dubaicontract” Katona said.

The price of Saudi crude is
determined on the basis of the
monthly average of
Oman/Dubai futures. The offi-
cial selling price published by
SaudiAramco is an additional
premium or discount to that
monthly average. Analysts also
seeAsian O8Psof SaudiAramco
reboundingintoMardi, making
it less profitable to buy Saudi
crude by Indian refiners. “India's
imports of Russian crude have
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NEED FOR DISCOUNTS

B Therecent Saudi
pnce cuts have
reduced the formula
price of Arab Light to
£15 per barrel

recently beenimpacted by pay-
mentissuesforSokol crude, but
as long as Urals remain attrac-
tively priced, we could expect
healthy demand from the
Indian refiners,” said Serena
Huang, analyst at Vortexa.
According to S&P Global Com-

B However, by the
time it gets
delivered to India,
it's $6-7 per barrel
more expensive

B india gets
Russian Urals
at a discount
of close to 84
per barrel to
Brent

B Country's
crude import
from Russia
hadfallento
11-month low

to 1.28 mn
barrels a day
in December

modity Insights, the price of
Russian Urals landed into the
country is at a discount of close
to S4 perbarrelto Brent. Forthe
Saudi Arab Light, February lift-
ingwill be priced ata premium
of $15 per bamral to
Dubai/Oman owing to the lat-

est cut by Aramco, Pulkit Agar-
wal, head of India content at
S&P Commuodity Insights said.
However, escalating ten-
sions at the Red Sea will
remain a monitorable even if
crude oil imports seem
immune to the attacks
presently as any flare-up in
theregioncan prompt domes-
tic refiners to opt for safer pur-
chases from the Middle East.
The country’scrudeimport
from Russia had fallento 11-
month lowto 1.28 millionbar-
relsa day in December due to
lower arrivals of Urals caused
bydisruptionsin Russian Black
Sea port loading operations
due tobad weather conditions
in November, according to
energy cargo tracker Vortexa.
The country also saw nil
imports of the Sokol grade for
the first time in 13 months in
December as a result of pay-

ment issues between Indian
Oil Corpand Sakhalin-1LLC.
As per a report by Reuters
earlier in the month, Indian Ol
Corp and Bharat Petroleum
Corpwere looking at lifting an
additional 1 million barrels of
oil each from Saudi Aramco in
February atterthe pricecuts.
“The fact that it was I0C
reaching out to Saudi Aramco
was in large part predicated on
the past weeks' Sokol issues
where paymentdifficulties have
limited 10C in receiving its
usual tally of 6-7 Sokol cargoes
permonth,”said Katona.
Moreover, global prices of
oilhave once again comeunder
pressure due to a bearish
demand outlook, Huang noted.
“Rising geopolitical tensions
are posing growing risks of
supply disruptions which
could see more volatility in
prices ahead," Huang said.
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