Cabinet nod to 38,500
Crore incentive
scheme for coal
gasification projects

he Union Cabinet on

Wednesday approved a Rs
8,500 crore incentive scheme for
coal gasification projects, sources
said.
The adoption of gasification
technology in India is expected
to reduce the country’s reliance
on imports of natural gas,
methanol, ammonia and other
essential products.
The cabinet has given its go-
ahead to Rs 8,500 crore incen-
tive scheme for coal gasification
projects, the sources said.
The government is targeting to
gasify 100 million tonnes (MT)
of coal by 2030.
In gasification process, coal is
partially oxidised by air, oxygen,
steam, or carbon dioxide under
controlled conditions to produce
a liquid fuel known as syngas.
Syngas or synthesis gas can be
used for power generation and
to make methanol as well
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Diesel demand in the slow lane

Annual growth in consumption of diesel has halved in this decade due to better roads, GST

POINT
BLANK.

LOKESHWARRI SK
PARVATHI BENU

ith green energy,
sustainable growth,
climate change, etc.,
taking centre-stage,
the seemingly
insatiable demand for fossil fuel among
Indians has been causing considerable
problems to policymakers.
Butnotallis gloom and doom. A
businesslineanalysis of the trends in
consumption of petroleum products
between 2010-11 to 2022-23 shows that
Indians are gradually reducing their
off-take of petroleum products
including diesel, petrol, LPG, naphtha,
and pet coke. The compounded annual
growth rate in petroleum products was
3.9 per cent in this period, far lower than
the rate at which the economy grew.
Within the petroleum products
basket, demand for petrol continues to
be quite brisk as the number of
passenger vehicles on the roads keeps
moving higher. Petrol consumption
grew atan average rate of 7.8 per cent a
year during 2010-11 to 2022-23. But
petrol accounts for only 15.1 per cent of
the total consumption of petroleum
products. Itis heartening to note that
diesel, which has 38 per cent share, is
growing at a far slower 3.03 per cent.
Policymakers need to heed this
slowdown and do all they canto
encourage this.

THE SLOWDOWN

Lot of commentary is focused on the
continued growth in consumption of
petroleum products, but the annual
growth has been quite weak, under 6 per
cent in most years, as the adjacent table
shows.

The growth in petroleum products
consumption of 3.9 per cent between
FY11and FY23 is below the average
GDP growth rate in this period, of 5.9
per cent. This roughlyimplies that
decent economic growth can now be
achieved with lower consumption of
petroleum products.

Ananalysis of the consumption in

As the number of EVs,
especially for mass
transport, increases
they will also begin
contributing to bringing
down diesel consumption
in the country.

Diesel demand decelerates

Petroleum products consumed for achieving the GDP growth moves down

India's Consumption of India's CunsurnptiTJn af_
real GDP petroleum real GDP petroleum
growth, IMF products growth, IMF products
in% (y-0-y growth in %) in% (y-o-y growth in %)}
2010-11 6.6 2017-18 6.5 5.95
2011-12 5.5 5.03 2018-19 39 3.42
2012-13 6.4 6.02 2019-20 -5.8 0.43
2013-14 74 0.86 2020-21 9.1 -9.26
2014-15 8 4.49 2021-22 12 381
2015-16 83 11.57 2022-23 6.3 10.57
2016-17 (5 5.37 2023-24* 6.3 3.22
Average GDP growth
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two of the major categories of
petroleum products — diesel and petrol
— shows that the demand for petrol was
quite strong with double-digit growth in
many years since 2010-11. The annual
growth in petrol consumption in the
period between FY03 and FY10 was also
similarly elevated at 7.8 per cent.

But the growth in diesel consumption
hasbeen decelerating. While the annual
average growth in diesel consumption
was 6.3 per cent between FY03 and
FY10, the growth rate fell to 3.03 per
centin the period between FY11 and
FY23.

The continued buoyancy in

consumption of petrol since 2010-11 is
not surprising. According toa survey
done by Nielsen for PPAC, two- and
three-wheelers consumed 64 per cent of
the total petrol sold in India. Passenger
cars and utility vehicles such as SUVs
accounted for most of the remaining
share. As urban consumption stayed
strong over the past decade, led by
increasing pay packets in the services
sector, the number of passenger vehicles
on the road have also been going up. The
infrastructure bottlenecks in the cities
and the long hours spent by vehicles in
heavy traffic have been pushing up
petrol consumption further.

But the consumers of diesel are
concentrated in the transportation,
agriculture and industrial sectors. Of
the three, there has been a marked
reduction in diesel consumption in the
transportation sector in recent years.
This sector has the largest share of
diesel offtake with trucks, heavy and
light commercial vehicles and buses
consuming around 37 per cent of the
diesel sold. The transportation segment
has benefited from the massive
improvement in road infrastructure and
through the construction of additional
State and national highways over the
last decade. Better roads have made
movement much faster, thus reducing
dieselused. Two, the introduction of
GST since 2017 has meant end of octroi
which resulted in long waits at
check-posts. According to government
data, there is 33 per cent improvement
intransport time after GST
implementation.

Commercial passenger vehicles
which ply on highways too would have
benefited likewise; this segment
accounts for 9 per cent of total diesel
consumption.

Increased automation and
improvement in manufacturing process
would have led to reduction in industrial
diesel consumption which accounts for
17 per cent share.

The increase in the number of electric
vehicles on the road is unlikely to have
made much of a difference to petroland
diesel consumption since their share in
overall automobiles on the road is quite
low. But as the number of EVs, especially
for mass transport, increases they will
also begin contributing to bringing
down diesel consumption in the
country.

‘WHAT DOES IT MEAN?

Lesser operating cost for the
transportation sector, with reductionin
diesel consumption, will have a
cascading effect on all the pricesin the
economy, aiding in checking inflation.
Companies will gain from lower fuel
cost in transporting raw materials and
finished products. They will also benefit
from lower cost on raw materials.

As faras policymaking goes, these
numbers should encourage greater
thrust towards incentivising a shift to
electric vehicles, especially by the
transportation sector. There should be
more subsidies, incentive for scrapping
older vehicles, interest subvention on
loans for purchasing EVs, and soon.
Setting up charging stations should be
done on awar footing as that is key for
facilitating the shift. More effective
implementation of the PM KUSUM
projectand continued focus on
improving road infrastructure will also
help.
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COMMODITY
CALL.

Golongon
natural gas
futures

Akhil Nallamuthu

bl. research bureau

Natural gas futures on the
Multi  Commodity Ex-
change (MCX) have wit-
nessed a sharp decline in
price in the last couple of
weeks.

But the price action over
the last few sessions shows
that the contract could see
its price move up.

While the overall trend
remains down, there might
be a corrective rally from
the current level.

We are considering Feb-
ruary expiry for the purpose
of analysis and trade
recommendation.

The February natural gas
expiry saw a sharp bump in
price in early trade on Wed-
nesday, currently hovering
around T184.

The rally from here
might take the contract
price to the ¥195-200 band.
Only a decisive breakout of
200 can turn the trend
bullish.

TRADE STRATEGY
As there are chances for
natural gas futures (Febru-
ary series) to see an uptick,
traders can go long. That is,
buy now at ¥184 and add
longs in case the price dips
to ¥181. Place stop-loss at
¥178. Book profits at 190,
Since the potential up-
swing from here is likely to
be a corrective one, the
above trade carries higher
risk. So, risk-averse traders
can stay out.



Our Bureau
New Delhi

State-run Indian Oil Corpor-
ation (IOC) on Wednesday
reported a multi-fold jump in
its consolidated net profit on
an annual basis at 39,030
crore during the October-
December quarter aided by
higher sales volume and bet-
ter marketing margins.

The net profit in Q3 FY23
was lower, as the company
was importing crude oil at
higher prices due to the Rus-
sia-Ukraine war, while retail
prices of petrol and diesel
were on hold since May 2022.

However, on a sequential
basis, net profit fell 31 per
cent from 13,114 crore in
Q2FY24.

The consolidated total in-
come of India’s largest auto
fuel retail stood at ¥2.28-lakh
crore in Q3 FY24 compared
with 32.34-lakh crore in Q3
FY23 and %2.06-lakh crore in
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THE HINDU

Q2 FY24. Its consolidated
total expenses stood at
%2.17-lakh crore in Q3 FY24
(X2.34 lakh crore), while it
was T1.88-lakh crore in Q2
FY24.

Indian Oil Chairman, S M
Vaidya, said that the com-
pany sold 72.272 million
tonnes (MT) of products, in-
cluding exports during April-
December 2023. “Our refin-
ing throughput for the first
nine months of FY24 was
55.026 MT and the through-
put of the corporation’s

Higher sales, better margins lift [OC’s
Qroﬁt multi-fold to %9 030 crore in Q3

countrywide pipelines net-
work was 74.033 MT during
the period. The gross refining
margin (GRM) during the
period April-December 2023
was $13.26 per barrel com-
pared with $21.08 a barrel in
the corresponding period of

the previous financial year,”
he added.

CORE GRM

In its filing to the stock ex-
changes, I0C said the core
GRM or the current price
GRM for April-December
2023, after offsetting invent-
oryloss/ gain, stood at $11.73
per barrel. The average GRM
for April-September 2023
was $13.12 per barrel against
$25.49 a year-ago. The core
GRM after offsetting invent-
ory loss/ gain was $12.60 a
barrel.

For Q3 FY24, Indian Oil’s
product sales volumes, in-
cluding exports, was 24.621
MT (23.244 MT in Q2 FY24
and 24.305MT in Q3 FY23).
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Indian Oil net
profit increases
to ¥8,063 crore

NEW DELHI: Indian Oil Cor-
porationreported a standalone
net profit of ¥8,063.39 crore in
October-December 2023-24, up
more than ¥448.01 crore from
the same period a year ago.

However, the profit is lower
than ¥12,967.32 crore earnings
in the September quarter. The
profit was aided by a boost in
marketing margins as a freeze
on petrol and diesel price revi-
sion despite a fall in input
crude oil prices helped recover
losses incurred when rates
were high in 2022-23.

Pre-tax earnings from sale
of petroleum products soared
to ¥11,428.88 crore in Q3FY24
compared to 1,541.95 crore in
the same period last year. Rev-
enue from operations was mar-
ginally lower at 22.23 lakh
crore in Q3FY24 from 32.28
lakh crore a year back on low-
er oil prices. Later in a state-
ment, IOC said the profit in the
nine months was higher
“mainly on account of higher
marketing margin and lower
exchange losses.

T0C said it earned $13.26 on
turning every barrel of crude
oilinto fuel in April-December
2023 against a gross refining
margin of $21.08 in the corre-
sponding period last year.
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Indian O1l third gtr net
profit soars to 8,063 cr

Pre-tax earnings from sale of petroleum products
soared to Rs 11,428.88 cr in 3rd quarter of current fiscal

OUR CORRESPONDENT

NEW DELHI: Indian Oil Cor-
poration (IOC) on Wednes-
day reported a massive jump
in its third quarter net profit
as compared to the year-ago
period when it was financially
struggling as input raw mate-
rial crude oil prices spiked but
retail finished product prices
remained on freeze.
Standalone net profit of
Rs 8,063.39 crore in October-
December 2023-24 was higher
than Rs 448.01 crore profit in
the same period a year ago
but lower than Rs 12,967.32
crore earnings in the preceding
three months ended September
30, 2023, according to a stock
exchange filing by the company.
Pre-tax earnings from sale
of petroleum products soared to
Rs 11,428.88 crore in the third
quarter of the current fiscal
compared to Rs 1,541.95 crore
in the same period last year.
I0C uses mostly imported
crude oil to make fuels such
as petrol, diesel and LPG at its
refineries. In 2022, state-owned
fuel retailers IOC, Bharat Petro-
leum Corporation Ltd (BPCL)
and Hindustan Petroleum Cor-
poration Ltd (HPCL) froze
prices despite a spike in global
oil prices following Russia’s

For nine months (April to December
2023), IOC posted a net profit of

Rs 34,781.15 crore as against a loss
of Rs 1,816.87 crore last year

invasion of Ukraine. This was
with a view to insulating con-
sumers from price volatility.

The price freeze led to the
three firms incurring losses in
the first half of 2022-23 fiscal
(April 2022 to March 2023).
10C incurred a loss of Rs
2,264.88 crore in April-Septem-
ber 2022. This year, it, however,
posted record earnings of Rs
26,717.76 crore in April-Sep-
tember, more than the Rs 24,184
crore record net profit the com-
pany posted in 2021-22.

For nine months (April to
December 2023), I0C posted a

net profit of Rs 34,781.15 crore
as against a loss of Rs 1,816.87
crore last year. The nine-month
earning is more than the high-
est ever net profit the company
posted in 2021-22.

10C’ revenue from opera-
tions was marginally lower at
Rs 2.23 lakh crore in October-
December from Rs 2.28 lakh
crore a year back on lower oil
prices.Later in a statement,
10C said the profit in the nine
months was higher “mainly on
account of higher marketing
margin and lower exchange
losses.”

10C said it earned $13.26
on turning every barrel of crude
oil into fuel in April-December
2023 against a gross refining
margin of $21.08 in the corre-
sponding period last year. It did
not give quarterly refining mar-
gins. Swarnendu Bhushan, co-
head of research at Prabhudas
Lilladher Pvt Ltd said the third
quarter GRM as per their calcu-
lation came to $13.5 per barrel.

The gross marketing mar-
gin, according to their calcu-
lation, came to Rs 3.8 per litre.

The company sold 23.32
million tonne of petroleum
products in the December quar-
ter, up from 23.17 million tonne
last year and 21.94 tonne sales
in the preceding quarter.

Its refineries processed 18.5
million tonne of crude oil into
fuel during October-Decem-
ber, up from 18.2 million tonne
last year.

Company chairman S M
Vaidya said I0C sold 72.27 mil-
lion tonne of petroleum prod-
ucts, including exports, during
the period April-December.

“Qur refining throughput
for the first nine months of
FY 2023-24 was 55.02 million
tonne and the throughput of the
corporations countrywide pipe-
lines network was 77.03 million
tonne during the period”
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10C profit leaps
to 78,063crin Q3

New Delhi: |0C’s net profit
leaped toRs 8,063 croreinthe
third quartercompared toRs
448 croreinthe previous
corresponding period, driven
by the sharp drop incrude since
Septamid unchanged fuel
prices. Sequentially, however,
the profit was 37% lower than
the Rs 12,967 crore profit posted
inthe July-Sept quarter.
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10C Q3 Profit
Up 18-Fold to
Z8,000 crore

Our Bureau

New Delhi: Indian Oil Corp posted a
net profit of 8,063 crore in the fiscal
third quarter, a nearly 18-fold rise
from a year earlier, lifting its shares
morethan3% on Wednesday. Revenue
from operations fell 2% to %2,23,012
crore in the December quarter due to
lower average product prices.

10C had a year-earlier net profit of
Z448 crore. Profit in the nine months
ended December 31 stood at 734,781
crore, compared toaloss of 1,817 cro-
re a year earlier due to “higher mar-
keting margin and lower exchange
losses,” the nation's top refiner and
fossil fuel retailer said in a statement.

The average gross refining margin
for the April-December period was
$13.26 per barrel, lower than $21.08in
the corresponding period last year.

While refining margins were extra-
ordinarily high last fiscal year, com-
panies couldn’t increase retail prices
to fully capture the gains. For several
months, they incurred negative mar-
keting margins on petrol and diesel
as pump prices remained frozen.

International product prices have
fallen since, reducing the refining
margins. But since domestic pump
prices haven't fallen in line with in-
ternational prices, the marketing
margins for companies have expan-
ded, boosting overall profits.

The petrochemical segment narro-
wed itsoperatinglossto¥l96crorein
the fiscal third quarter from %616
crore in the year-ago period.

Higher profits have helped improve
the debt-equity ratio to 0.64 as of De-
cember-end from 1.16 a year earlier.
Net worth has increased to ¥1,65,144
crore from ¥1,23,800 crore.
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Oil’s Well? Not Quite

Low global fuel price helps GOI. But frozen
domestic pump prices are a distortion

odi government heads into its last budget this term with

l \ / I international crude prices working in its favour. Indian

basket was priced at $80.5 a barrel on Tuesday. Price trends

since Israel-Hamas conflict began in October have defied market

fears of a surge. Separately, oil marketing companies (OMCs) are

sitting pretty, getting a healthy profit margin out of each litre of

petrolordiesel sold. This confluence of favourablefactors, however,
masks a worrisome reality. Oil pricing reforms are in cold storage.

Market-linked, on paper | Retail petrol and diesel pricing
has been market-linked since 2010 and 2014, respectively. GOI
introduced a daily reset of prices from 2017 to allow fluctuations in
international crude price to be passed on to retail consumers. That
remains policy, but only in name.

Frozen pump prices | Retail prices of petrol and diesel have been
frozen since May 2022. International crude prices keptfluctuating. But
prices have trended downwards
since 2022, This played a key role in
helping central banks control infla-
tion faster than initially expected
after Russia-Ukraine conflict broke
out in February 2022.

No economic case | Countries
often shield consumers from oil
shocks through subsidies. But it’s

. usually a temporary measure and
is meant to help markets adjust without sudden disruptions. This
happened in May 2022 as monthly average oil price shot past psycho-
logically important $100/barrel just after the outbreak of conflictin
Europe. But this spike lasted just five months. After that, monthly
average prices have consistently stayed below $100/barrel.

Budgetary consequences | Expanding subsidies for petrol,
diesel and cooking gas comes from GOI's budget, In 2022-23, there wasa
one-time grant of 25,288 crore to OMCs to offset subsidies on cooking
gas. In budget estimates of 2023-24, GOI set aside 30,000 crore as
capital support to OMCs, something that hasn’t happened for a while.

Don’t mess with market | Real damage from burying oil reform
is that it’s shut down price mechanism. When prices are allowed to
fluctuate in response to demand and supply, it forces everyone to
adjust to reality. But once price signals are switched off, it distorts
consumer, producer decisions.
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ONGC wins 3k cr award
in cost disputes with 3 cos

Sanjay.Dutta@timesgroup.com

New Delhi: State-run ONGC
has won a series of three in-
ternational arbitration
awards for a total of Rs 1,000
crore in cost-sharing dispu-
tes with Petrobras of Brazil,
ENI of Italy and Rocksource
(now known as Pure E&P) of
Norway more than a decade
after the global players ex-
ited offshore exploration
blocks in the Mahanadi,
Krishna-Godavari and Cau-
very basins.

The arbitrations were
initiated between 2014 and
2016 through advocate K R
Sasiprabhu. Proceedings
against Petrobras and ENI
were in London, while it was
Delhi for Rocksource/Pure
E&P — the last of the three
arbitrationstobeawarded in
Dec. ONGC moved a caveat
petition in the Delhi High

Court to defend the award.

All the arbitral awards
were unanimous, underli-
ning a vote of confidence in
the quality of ONGC’s work
execution, which was ques-
tioned by at least one of the
three foreign companies to
avold sharing costs.

INTERNATIONAL
ARBITRATION

Disputes pertain to block
MN-DWN-98/3 off the Odis-
ha coast, KG-DWN-98/2 —
which has started produc-
tion recently —off the Andh-
ra coast and CY-DWN-2001/1
off the Tamil Nadu coast.

ONGC had tied up with
the foreign companies for
these blocks between 2002
and 2011, the time when it
was venturing into the fron-
tier area of deep-water ex-
ploration and seeking tech-

nology and expertise. Under
the sovereign contracts for
the blocks, ONGC had todrill
three exploration wells in
each block under the mini-
mum work programme. The
cost was to be shared by the
partners.

All the nine wells drilled,
however,cameout dry. In bet-
ween, the foreign partners
announced their exit and re-
fused to share costs under
various pretexts, including
finding fault with ONGC’s
work execution.

Inthearbitrationagainst
Petrobras, ONGC was given
an award of $50 million and
interest against claim of $60
million.

The award in case of ENI
was $20 million and interest
against a claim of $33 mil-
lion and in case of Pure, the
arbitration gave ONGC the
full amount of $20 million.
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Red Sea crisis hurts India’s
petroleum product exports

Outbound petro shipments contributed $57 billion to India's coffers in FY23

INDIA'S FUEL EXPORTS
($bn)

S DINAKAR
Amritsar, 24 January

he intensifying conflict in the Red
Sea has started taking a toll on

India’s overseas sales of petroleum
products, a key contributor to India’s
export growth — after several ships were
forced to take a much longer route to
deliver fuels to western markets, accord-
ingto shipping data and industry officials.
The hit, from attacks by Yemen-based
Houthi rebels on ships using the Red Sea
route to supply oil, is sizeable on sales of
diesel to Europe, which accounts for over
a quarter of India’s total fuel exports in
volume terms.

The disruption in Indian supplies of
transport fuels to western nations has also
given competitors an opportunity to sup-
ply European markets. The importance
of India’s fuel exports to the Indian econ-
omy cannot be understated. Petroleum
product exports contributed $57.3 billion
to India’s coffers in FY23, around 12.7 per
cent of India’s total exports by value,
according to oil ministry data. Indian
refiners led by Reliance Industries earned
$35.7 billion in the April-December period
of this FY.

India’s overall petroleum product
exports dipped sharply by around 23 per
cent in January to 1.05 million barrels per
day (bpd) from 1.37 million bpd in
December, according to loading data from
Paris-based market intelligence agency
Kpler. The biggestimpact was felt on sales
of fuels to Europe, with exports shrinking
by half in January to 205,000 bpd from
December. Diesel sales, a key export earn-
er for India, to Europe dropped 77 per cent
as US suppliers made inroads. Europe
accounted for 30 per cent of India’s total
fuel exports last month.

Ships carting gasoline, diesel and jet
fuel from India to Europe use the shortest
maritime route via the Suez Canal, an arti-
ficial waterway linking the Red Sea to the
Mediterranean Sea. The Suez is the short-
est and least expensive route to send com-
modities from India to Europe and the US
east coast. An alternate route via the Cape
of Good Hope, the southern tip of Africa,
may add anywhere between 4,000 to
6,000 miles to the journey, inflating costs,
and travel time by 3-4 weeks.

There were 12 such diversions of US
and Europe bound oil tankers from India,

FY22 FY23 FY2u*
[ 105 | [ 0.3
L as % of India's gross exports 1

*April-December Source: 0il ministry

INDIA'S DIESEL EXPORTS
TO EUROPE ('000 bpd)

16

lan2023
0ct2023 1w
Nov2023 151
Dec2023

Jan2024*

*untilJan2k, 2024

Source: Kpler

which took the Cape of Good Hope in the
December 18-January 24 period, said
Serena Huang, head of Asia-Pacific analy-
sis for market intelligence agency Vortexa
in Singapore. Ten of those cargoes origi-
nated in Jamnagar, where Reliance
Industries’ 1.36 million bpd refinery com-
plex is located. Reliance is the biggest
exporter of fuels from India, accounting
for around two-thirds of the country’s
exports last month.

Indian ships carrying jet fuel have
avoided the Bab el-Mandeb, which con-
nects the Red Sea to the Gulf of Aden, this
month, said Viktor Katona, an analyst at
Kpler. The disruptions are beginning to
show, with India shipping only 70,000 bpd
of diesel this month to Europe compared
to a record 311,000 bpd in December
because of mounting attacks by Yemen-
based Houthi rebels in the Red Sea. The
fuel is India's biggest export product.

The breach left by Indian sellers led by
Reliance is now being filled by USsuppliers,
whoare elbowingin to capture India's share
of the European diesel market, according
to shipping data and industry officials.
European buyers of diesel or jet fuel are

increasingly considering risk-free deliver-
ies of fuels leading to asurge in diesel vol-
umes from the US, an official from a state
refiner said. The US overtook India as the
largest supplier to the European continent
in December and will consolidate those
gains even further, shipping data show. It
has already loaded over 316,000 bpd of
diesel to Europe this month after supply-
ing a record 367,000 bpd last month. The
US will continue to increase its share of
the European market this year until the
conflictin the Red Sea eases, Katona said.
India's overall sales of clean and dirty
products to Europe and the US have also
reduced by half because of the Houthi
attacks. India loaded 263,000 bpd of clean
and dirty products as of 24th January to
destinations in the US and Europe com-
pared t0 490,000 bpd in the entire month
of December, according to Kpler data.
Exports averaged 461,000 bpd in the
October-December period. The conflict in
the Red Sea is likely to impact India’s over-
all exports to Europe and the US, with con-
signments getting delayed because of
higher shipping costs, India’s commerce
ministry said earlier this month.
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