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© BY FY30, TOTAL INSTALLED BASE TO REACH 295 MT

OMCs to invest over ¥1.9L crin
expansion of refi mng capaaty

ARUNIMA BHARADWAJ
New Delhi, September 27

INDIA'S OILMARKETING compa-
nies{OMCs)areexpectedto add 35-
40million tonnesof crude oilrefin-
ing capacity by the end of FY30 to
meet the country's growing energy
needs, according to Crisil Ratings.

This expansion, which will cost
an ¥1.9-2.2 lakh crore, will largely
come from brownfield projects.The
additional capacities will take the
country’s installed base to 295 mil-
lion tonnes by 203 0.

“Most of the capacity addition
would be brownfield expansions to
cater to demand for end products,
thus lowering the project risks. We
have also seen the oil refiners bal-
ancing out their operating profits
amid volatility seen in pil prices,
wherein $9-11 per barrel of rolling
average returns were earned
between fiscals 2016-2024,record-
ing a return on investmentsof 12-
14%,"said Joanne Gonsalves,associ-
ate director, Crisil Ratings.“Further,
thesector benefits from itsstrategic
importanceto the government.”

Ower the last decade through
FY24, India's refining capacity
increased by 4 2 million tonnes to
257 million tonnes, mainly driven
by rising domestic consumption,
while exports remained stable at
60-65 million tonnes annually.

Domestic consumption of
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petroleum products saw a com-
pound annual growth rate (CAGR)
of 4%, with transport fuels—
accounting for 56% of the total—
growing at the same rate. Naphtha,
which makes up 7% of consump-
tion, grew 2%, while liquefied
petroleum gas and bitumen con-
sumption increased by nearly 4.
“We expect overall petroleum
product consumption to slightly
moderate and register a 3% CAGR
over the next six years, primarily due
to slower growth of 2-3% in trans-
port fuel consumption,” said Anuj
Sethi,senior director, Crisil Ratings.
“Thiswill be caused by improving
fuel economy, rising sales of vehicles

28 September 2024

poweredby alternativefuels,andthe
Government of India’s target of
20% ethanol blending."

Projectriskin these investments
is expected to be low, as per the
agency. This, coupled with the
expectationsofsteady returnsfrom
thebusinesswill support credit risk
profiles of OMCs.

India's oil demand growth is set
toovertake thatof China's by 2027,
[EAhad earliersaid. The country’s oil
demand will reach 1.2 million bar-
rels per day during 2023-2030,
accounting formore than one-third
of the projected global demand
growth of 3.2 millionbarrels perday.

“Indiaisforecasttobethesingle

com/c/75937038

largest source of global oil demand
growth from 2023 to 2030, nar-
rowly ahead of China.Underpinned
by strong economic and demo-
graphic growth, the country is on
track to post an increase in oil
demand of almost 1.2 mb/d over
the forecast period, accounting for
more than one-third of the pro-
jected 3.2 mb/d global gains," Toril
Bosoni, head of markets at the [EA
had said.

As per the [EA's report on the
Indian oil market, the country’s oil
consumption isset to increaseata
fasterpace thanothercountries,in
part,because the countryis stillin
the initial stages of economic
development.

The three state-owned OMCs -
Indian Oil, Bharat Petroleum and
Hindustan Petroleum have charted
out plans to expand their refining
capacities to meet the rising
demand. Inaddition tothe domestic
capacity, therefineries mayalsocater
to exports of petroleum products.

In 2023, India was the fourth-
largest exporter of middle distil-
lates globally and the sixth
largest refinery productexporter
at1.2 mb/d.

New refining capacity isforecast
to boost product supplies to global
markets to 1.4 mb/d through mid-
decade before edging lower to 1.2
mb/d by 2030 given the steady rise
indomestic demand,as per [EA.
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GAINS AT PUMPS
SUPERNORMAL

Butlow cracks, or profits from processing crude oil into
petrol & diesel, have contributed to abysmal refining
margins, prompting rethink on lowering retail fuel prices

S DINAKAR
New Delhi, 27 September

uropean crude oil benchmark
Brentsank toa low of around
$69 per barrel (bbl) on
September 10, a drop of nearly

$22/bbl from $91/bbl early April, as

Chinas economy sputtered. Prices

have since climbed by around §2/bbl.

Butdon'texpectthatvolatilityor
differentialtot

LOSS OR GAIN

Fllitre

Petrol === Diesel 5

substantial atthe pump when you next
gotofillyour Activaor Innova. Thisis
because Indian oil marketing
companies (OMCs) may find it difficult
totransferthe gainsoriginating from
Tower crudeoil prices to consumersat
the pump —barringa nudge from New
Delhiduringstate polls —sincecracks,
orprofits from processingcrudeinto
pelml and diesel, havesunktomulti-
rlows, ldualry sourcesand

alss:
Plunglng cracksmay wipeoffmuch
of thesupernormal profits that OMCs
generate from retailingfuels, industry
sourcessaid, blunting demands for cuts
in fuel rates. Indian Oil, Bharat
Petroleumand Hindustan Petroleum
are making five-to-sixtimes margins
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and $21/bbl in 2023. Prior tothe
pandemic, diesel cracksaveraged
around $15/bbl while petrol cracks
averagedaround $10/bblona historical
basis, industrydatashows.
ks have contributed to
abysmal refining margins, promptinga
rethinkon lowering pump prices. GRMs
‘have declined from over $3/bblin the
firstquarterofthe currentfinancial year
(QIFY25)toaround $2/bblin Q2Y'TD
(yeartodate). Additionally, inventory
lossesare expected toimpact refinersin
Q2FY25, Bhushansaid. For instance, a
yearago, in QIFY24, Numaligarh
Refinery Limited (NRL), astandalone
refinery, posted $46/bblin GRMwhile
Bharat Petroleum carned $12.6/bbl
duringthesame period.

“Wesee GRMsare revertingtotheir
FYI8-FY19levels now, given that the

st s

Apr %- industry isnowover withexternal
shocksinthe formof geopolitical events
May 8 and (there’s) post-Covid demand rush,”
5 I said Paras Pal, senior analyst, India
n 9 Ratings&Research.
5 I Ifone (GRM) getsto $2.5-3/bbl, itjust
FTT—t about meetsrefining costs, Vasisht said.
1, — (OMCs plan to balance plunging
profits from refining by purchasesof
Aug 1; discounted Russian rude, and deriving
—
Sep 15 petrolanddmsclat retail outlets. Savings
12— on barrel

afteroil pr
calculations based on data pr ovmmby
analystsand oil company officials.

Pureeconomicsdoesnot warranta
pricecut, especiallysincetheydon't
have the pricing power, refining officials
said. They cannot talk about political
compulsions, they added.

Gasolinecracks areat near zero, oil
secrelary Pankaj Jain told reporterson
thesidelinesof anindustry event earlier
thismonth. Hedeclined todiscuss
diesel cracks, Indiz’sbiggest consumed
product. Diesel makesup41percentof
petroleum products outputwhile
gasoline accountsforonly 16 percent,
accordingtooil ministry data. Within
thesetwo, they control mostof thegross
refining margins(GRMs), or
profitability, ofa refinery, said Prashant
Vasisht, senior vice president and co-
group head, Corporate Ratings

Diesel cracksare now fetchingabout
$10/bbl forstate oil companics, athird of
2022]evels, butthatisinsufficient to
covera paltry$4/bbl margin derived
from processingcrude to gasoline, said a
seniorofficial from astate refiner. “We
would need $18-20/bbl diesel cracksto
coverforlower proflls from
gasoline,”head

Atimeline: fnr a rcbound incracksis
hardtopredictduetoweak Chinese
demandand theelusive recovery
inthe USand Europe, said
Swarnendu Bhushan, co-head of
institutional equitics, PL
Capital-Prabhudas Lilladher.

‘With reduction in crude prices, diesel
cracks may climb toaround $15/bbl

ANNUAL CRACK
SPREADS s/bbi)

Petrol MDiesel
e 15.4

for refinets, twostate-run refining
officialssaid. ICRA estimates thal a
marketinggain of1/litreon petrol and
diesel would compensate forthe GRM
Iossof$0.9/bbl.

Retail profits

Retail outletsare generating
supernormal profits for OMCs. It was
typical of OMCs to make32.50-3/litreas
‘marketing marginafew yearsback
when they adjusted pump pricesto
correspondwith global producl pnces a
state-run

number hasshotup 1015 litre [urpelml
andR12/litre fordiesel vis-a-vis
international product pricesin
Seplember2024, ICRA estimates.
Bhushanexpects markelingmarginson
petrol and diesel atupwards of
Rs10/litre, whichshould besufficientto
offsetthe declinein GRMs.

Palestimates OMCsarecarning14-
15/litreofgross profiton petroland13-
14/litreofgross profiton diesel. On [hc
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output, headded.

Several new refinerieshave been
startingupin West Asiaand Africa,

other at
$4.5/bbl, ]csﬂ[han ha]f of hl%[ol 1Ca.l
sed:

aroundss percentofitscrudetoconvert
intodiesel, petroland LPG, amongothers.
Oilsecretary Jainsaid that marketing
marginsonly help companies operating
retail outlets. Butindependent refiners
like Chennai Petroleum, Man I
Rcfmhlg & Petrochemicalsand NRLwill

leadingto lower
Vasishtsaid.

, said Ha

i s s B
have declined amid weakexport

Pet
average$13/bbland $31/bbl,
respectivly incalendar2022 ol the

isrupted product

majorexport marketsand higher

Lo iningtoaround11/bbl

sufferfrom poor el
‘margins. The profitability for
standalone refiners would take a hit with
thedeclining GRMs, ICRA's Girish
Kumar Kadam said.

Kadam, however, seesa headroom
for downward revision of petrol and
diesel pricesby?2-3/litre, ifcrude prices
remainstable.
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India not to buy LNG from Russia Arctic 2 project: Secretary

ENS ECONOMIC BUREAU @New Delhi

INDIA has decided not to pur-
chase liquefied natural gas
(LNG) from Russia’s Arctic
LNG 2 project, which is under
Western sanctions, said petro-
leum and natural gas Secre-
tary Pankaj Jain on Friday.

This decision comes after
the UK, US, and European Un-
ion imposed sanctions on Arc-
tic LNG 2 earlier this year due
to Russia’s ongoing conflict
with Ukraine.

The project, owned by Rus-

sia’s Novatek, aims toproduce aging a “shadow fleet” for the

nearly 20 million tonne of Arctic LNG 2 project, the com-

LNG annually, primarily pany has denied the claims.

for Asian markets, with poten- Since the invasion of

tial revenues in billions Ukraine, India has in-

of dollars. O creased trade with Rus-
=

“We will not buy sia, including purchase
(from) Arctic LNG 2. of oil. Before the inva-
We are not buying any sion, Russian oil ac-
sanctioned commodity. counted for less than
Something which has 2% of India’s imports,
broad-based sanctions, we but this figure surged
are not touchingit,” Jainsaid. significantly.

In response to media allega- In July 2024, Russian oil
tions about Novatek’s involve- comprised 44% of India’s oil
ment inestablishingand man- imports, making India

the world’s largest importer
of Russian oil. However, in
August 2024, imports from
Russia fell to 36% of total im-
ports. Despite this decrease,
Russia remained India’s top
oil supplier in August, fol-
lowed by Iraq and Saudi Ara-
bia. India, world’s third-larg-
est oil importer and consumer,
imported 4.7 million barrels
per day (bpd) of oil in August,
1% decrease from July. Im-
ports of Saudi Arabian
oil fell to their lowest level
since July 2023.
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Saudi output up, oil prices to dip

a bold move, Saudi Arabia has decided to increase its oil production despite

the potential for a global oversupply. This comes at a time when other major oil-

roducing nations are treading cautiously. While this decision has sent shock-

waves through oil markets, leading to a drop in the stock prices of oil companies,

the Kingdom's strategy appears to be driven by long-term considerations rather
than short-term price fluctuations.

Saudi Arabia, as a leading member of the Organisation of the Petroleum
Exporting Countries (OPEC), has historically wielded significant influence over
global oil prices through coordinated production cuts and increases. OPEC, cur-
rently comprising 13 nations including Saudi Arabia, Iraq, and Venezuela, has
often worked to stabilise markets. In recent years, OPEC has expanded its collabo-
ration with non-member producers like Russia, under the OPEC+ alliance.

The larger group, which includes players like Mexico and Kazakhstan, has
sought to balance oil markets by adjusting output during times of crisis like the
Covid. Saudi Arvabia's decision to boost production, however, marks a potential
shift in its approach within this framework.

By ramping up production, Saudi Arabia seems willing to endure lower prices for
the short term. Reports indicate that the ramp up could add about 1,860,000 barrels
per day (bpd) of extra crude oil supply each month. This is expected to loosen the
global oil balance and lead to stock builds in 2025 and keep prices under moderate
pressure.

The strategy may aim to maintain or increase its market share by undercutting
higher-cost producers. This could be significant as many nations shift toward
renewable energy sources and reduce reliance on fossil fuels, Flooding the market
with cheaper oil could push out smaller producers and ensure Saudi Arabia’s dom-
inance when demand stabilises,

Crude oil prices have Auctuated significantly in recent months, with prices
reaching $90-§95 per barvel in late 2023 due to OPEC+ production cuts. However,
with Saudi Arabia's new production strategy, prices could drop further in the com-
ing months. This would hurt ofl-producing economies, but bring significant relief
to oil-importing nations like India, Japan, and many in Europe. Lower energy costs
would help ease inflationary pressures, reduce production costs, and stimulate eco-
nomic activity,

In the short term, oil and gas companies may experience a hit to their stock
prices. Yet, in the long term, Saundi Arahia's gamble could reshape the global oil
market, benefiting economies that rely on lower energy prices while reinforcing
the Kingdom's role as a dominant force in the energy landscape.
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IGL holds its 25th Annual General Meeting,
announces record {inancial figures for FY24

NEW DELHI: Indraprastha
Gas Ltd (IGL), the largest CNG
distribution company of India
announced record numbers in
all dimensions of its business
during the financial year 2023-
24. In line with the massive push
by the government to expand
CNG and PNG infrastructure
across the country, IGL was able
to provide over 3.3 lakh new
PNG connectionsin 2023-24 in
its areas of operation overcom-
ing various hurdles. In addi-
tion to the above, 90 new CNG
stations had been set up dur-
ing this period, thereby taking
the total number of CNG sta-
tions set up by IGL to 882. This
was announced by R K Jain,
Chairman, IGL, while address-

ing the shareholders at the 25th
Annual General Meeting of the
company in New Delhi today
through virtual mode.
Addressing the sharehold-
ers, Jain informed that during
the fiscal, IGL achieved gross
turnover of Rs 15,403 crore and
PAT was Rs 1,748 crore. The
consolidated PAT of IGL after
considering the contribution
of the Associate Companies

namely, Central UP Gas Limited
(CUGL) and Maharashtra Nat-
ural Gas Limited (MNGL) was
Rs 1,983 crore. The net worth of
the Company was over Rs 8,552
crore as on March 31,2024, He
added that IGL is confident to
better its own performance in
the ongoing financial year and
the first quarter results bear tes-
timony to that fact.

Jain also gave an overview

of future plans of the organiza-
tion involving consolidation of
its presence in existing areas as
well as expansion in new geo-
graphical areas. Referring to the
diversification plans for future
growth, he informed that IGLs
new joint venture company, IGL
Genesis Technologies Ltd., is
expected to start commercial
production by December 2024
to manufacture meters as a step
towards backward integration.

The shareholders approved
the dividend offinal dividend of
250 per cent (Rs 5/- per share)
besides payment of 200 per cent
(Rs. 4 per share) as interim divi-
dend for the FY24 to be paid to
shareowners as recommended
by the Board of Directors. MPOST
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Balmer Lawrie PBT up 32 per cent,
riding on manufacturing businesses

STATESMAN NEWS SERVICE
KOLKATA, 27 SEPTEMBER

Balmer Lawrie & Co. Ltd., a
Public Sector Enterprise
under the Ministry ofPetro-
leum and Natural Gas, on
Thursday registered a net
tumoverof Rs.2404.17 crore
during FY 2023-24 as against
Rs.2383.09 croreinFY 2022-
23, up0.88percent over last
year. The companyrecorded
aProfit Before Taxof Rs 278.65
crore inFY2023-24 asagainst
Rs.211.30 crore in FY 2022-
23 which is an increase of
31 87 percentoverlast year.
Theincrease can beattributed
to robust performances by
all the manufacturing busi-
nesses as well as the Travel
vertical, CMD, Adhip Nath
Palchaudhuri, said.

The Industrial Packaging
SBU recorded its highest
ever drums sales this fiscal
and expects to continue its
growth trajectory during FY
2024-25with the biggest driv-
ers being the Chemicals,
Food, TransformerOilsand
Lubes segments. The SBU
is continuously working on
enhancingits product port-
folio and explore new export
markets forits products.

The outlook for the Greases
& Lubricants business
remainspositive for the next
fewyears. The unit has taken
a strategic initiative to sign
MOUswith PSU Oil Marketing
Companies and is planning
to ageressively expand its
digital marketing activities
for increasing the brand
exposure of BALMEROL.
Along with retaining and
expanding its traditional
industrial base, this SBU
intends to sharply enhance
its presence in the automotive
sector byexpandingthe prod-

The Statesman

uctbasket, increasingits dis-
tribution network and judi-
ciously enhancing its mar-
keting and branding pres-
ence.

The Chemicals SEU, on
its parts, has a significant
market share in wet end
operations and has forayed
into the finishing chemicals
segment by launchingitsin-
house finishing chemicals.
The SBU has also entered
the Textile Chemicals and
Agro Chemicals market by
launching products which
have synergies like textile
binder, wetting agent, etc.
TheSBUiswell equipped to
explore opportunities for
growth and improve business
in the coming years, top
company official pointed
out.

The CMD said that the
outlook for Logistics Infra-
structure is also promising,
driven by several positive
trends and o pportunities in
the logisticsand supply chain
sectors. Theexpectedgrowth
inbothimports and exports,
improved connectivity
through Dedicated Freight
Corridar (DFC), port con-
nectivity and improved hin-
terland infrastructure along
withadoptionoftechnology
in operations will benefitthe
SBU infuture. The company
had undertaken initiatives
for expansion of its ware-
housing facilities during the
last financial year in CFS -

Sat, 28 September 2024
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Kolkata and CFS — Chennai,
which are now being opti-
mally utilised.

This business vertical is
in the process of expanding
its open yard area in CFS -
Chennai to cater to the
increasing demands on the
export front.

The Cold Chain units
under thebrand LOGICOLD
has been providing services
through its four state-of-the-
artTemperature-Controlled
Warehouses (TCWs) along
with value added services
like pre-cooling, pre-condi-
tioning, ripening, packaging,
blast freezing, etc. and primary
and secondary logistics
through Temperature-Con-
trolled Vehicles (TCVs). The
market has benefitted sig-
nificantlyfrom the stringent
regulations governing the
production and supply of
temperature-sensitiveprod-
ucts. The indusiry is poised
forgrowth owingto the surge
indemand oforganised retail
sectors, quick service restau-
rantsand e-commerce. The
Pharma segment in India
has also witnessed rapid
growth over the years. Food
and phanmaboththe indus-
triesare highly sensitive and
demands state-of-the-art
TCWs and TCVs tofulfil their
storage and distribution
needsand the stringent stan-
dards offerawidening space
for LOGICOLD to grow in

the industry.
i
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