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Fuelunder GST: Fears of a revenue hit are exaggerated

SOUMYA KANTI GHOSH &
DISHA KHETERPAL

are, respectively, group chief
economicadvisor and
economist, State Bank of India.

ST revenue set another record this
April,reaching 187 trillion, beating

the mop-up of X167 trillion in April

2022. Thisincrease in GST revenue reflects
better compliance, besides highereconomic
activity. The best thing is that even in real
terms, India’s GST growth is 8%. With GST
revenue reaching normaley, isn't it an oppor-
tunetimetobring oilunder the GST regime?
Itis commonly known that our oilimport
dependenceishuge, which makes Indiavul-
nerable to crude price changes. In March
2022, the Indianbasket's price hit $112.87 per
barrel, and has come down since, reaching
$79at the end of April 2023. Currently, crude
oiland petroleum products (including diesel,
petrol, aviation turbine fuel and natural gas)
are out of the GST purview; the Centre and
states respectively levy excise duty and VAT
onit. Oilisamajor source ofrevenue forthe
government, with excise and custom duty on
it forming 29% of the Centre's total indirect
tax mop-up. Meanwhile, states earnan aver-

age 13% of their own tax revenues fromsales
tax/VAT on these hydrocarbon products.

States in India have their own tax structure
with each levying a combination of ad valo-
rem fax, cess, extra VAT/surcharge based on
their needs. These taxes are imposed after
considering the crude oil price, transporta-
tion charges, dealercommissionsand the flat
excise duty imposed by the Centre. Multiple
taxes have made petroleum and oil product
prices in India among the world’s highest.
Since the crude priceis considered by states,
it often means international spikes get passed
on, which contributes to higher inflation.

We could adopt asimple structure for oil
pricing under which our domestic petrol
price islinked to crude oil (Indian basket)in
awaythat it retails at arupee figure ¥5-6 per
litre higher than the crude price (in dollars
per barrel), while diesel could be kept at par
with crude oil. Forinstance, if crude oil is for
$80 perbarrel, then ouruniform petrol price
be X85-86 per litre. Further, we could placea
cap of100 per litre on petrol prices. Mean-
while, diesel prices could be pegged 35-6
lower than petrol prices. This can beworked
out by the government by adjusting the cess
amount on diesel and petrol.

Accordingly, we propose simple model for
bringing oilunder GST. We consider the GST

rate of 28% for the highest bracket (Centre:
14%, state: 14%). Additionally, we impose a flat
cess 0f324 for petrol and %16 for diesel, with
an equal division between the Centre and
states. Otherassumptions are Indian-basket
crude atan average of $85 per barrel, the US
dollarat ¥84 and current transportand dealer
commissions, We used 2025-24 consump-
tion estimates by the oil ministry’s Petroleum
Planning and Analysis Cell and applied pro-
portional shares for various states.
Ourcalculations show that if crude wereto
average $85, then moving oil to GST would
causeatotalrevenue loss
of 1.3 trillion (X71,000
crore for the Centre and
161,000 crore forstates).
Butifoil drops to $70, the
loss would rise propor-
tionally. Given our base
case with crude at $85,
the estimated petrol price
is¥91alitre and diesel ¥86
per litre. This indicates
that the price of petrol
can fall by 15 per litre
and diesel by X8 per litre,
for instance, in Mumbai.
If we look at India’s 10
major states, the gap
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With GST revenueonasustained
uptrend in India, this would be
anopportune time to bring fuel
underitsambitand correct the
various economic problems this
anomaly has been causing.

Atransition model exists that
could smoothen GST adoption
for oil products and a study has

shown that our tax collection
authorities needn't worry about
state coffers being hit too hard.

between calculated GST revenue and VAT
revenue from oil in 2023-24 (based on the
share of total sales tax/VAT collected from
these productsin 2021-22) shows that the loss
in revenue would vary between 3300 crore
and 11,000 crore for these states, with some
like Haryana and Karnataka even benefitting
fromshifting oil to a GST regime.
However, revenue losses could also be
grossly exaggerated. For example, in
2022-23, estimates of GST collection forthe
Centre were revised upwards by 74,000
crore from the Budget Estimate; accordingly,
the states also revised
their CGST estimates
upwards by around
327,000 crore. Mean-
while, the monthly aver-
age GST mop-up hasrisen
from 1.2 trillion in
2021-22 to 315 trillion in
2022-23. Thus the esti-
mated loss in revenue of
1.3 trillion in the base
casescenario could besig-
nificantly outstripped by
revenue buoyaney under
GST. In 2023-24. if the
monthly GST collection
increases further than

around 1.75-1.8 trillion owing to better com-
pliance, it is likely to compensate states for
revenue losses caused by shifting to GST.
Our analysis clearly shows that potential
losses from bringing oil under GST have been
grossly overstated. Also, some of the loss in
revenue would be offset by an increase in
consumption due to lower prices. The only
thingthat stateswould missis their powerto
fix VAT rates on fuel in isolation. Once we
shift il to GST, we will also face the issue of
adjustment of input tax credits of 20,000
crore that the Centre may have to forgo.
However, it should be emphasized that
GSTonoilisapendingreform anditshould
now be implemented, as it offers the advan-
tage of bringing uniformity in the country’s
taxstructure. All considered, the benefits of
bringing fuel under GST far outstrip those of
keeping it outside its ambit. For the record,
evenifweassumea hypothetical 1.3 trillion
exaggerated loss, itis barely 0.4% of GDP that
the government would have to eschew.
Lastly, some food for thought. Perhapsthe
government should also contemplate the
option of linking fuel refills to Aadhaar cards
or car registration numbers, so that fuel sub-
sidies if any can be targeted at beneficiaries
on the basis of usage or income levels.
These are the authors’ personal views.
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Greenwashing, ESG backlash and transitions

sions from fossil fuels rather than fossil fuels
themselves. That is the message coming from
the president of the next global climate conference.

“In a pragmatic, just and well-managed energy
transition, we must be laser focused on phasing out
fossil fuel emissions, while phasing up viable, afford-
able zero-carbon alternatives,” COP28 President
Sultan Al Jaber, who also heads Abu Dhabi National
0il Co, was quoted as saying at the Petersberg Climate
Dialogue in Berlin earlier this week.

Yet, bans on certain fossil fuels are a way of life in
many parts of the world. In New York, Governor Kathy
Hochul announced the first statewide
ban on the use of natural gas in new
buildings for heating or cooking this
week. For buildings with seven stories
or fewer, the ban will kick in from
2026. The provision will take effect in
2029 for all other buildings.

“Buildings are the largest source
of emissions in our state, accounting
for a third of our greenhouse gas
output,” Ms Hochul had said in her
State of the State address in January.

The world’s focus should be on phasing out emis-
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Group in the UK. HSBC intends to do so later this year.

USbacklash

As many as 11 large financial institutions — the latest
being HSBC — and 348 investment funds are now on
Texas Comptroller Glenn Hegar s list of companies that
boycott the oil and gas industry. Those on the list are
subject to divestment provisions.

“HSBC's policies threaten Texas jobs, our state econ-
omy and our national security, and the tax dollars of
hard-working Texans should not be leveraged to force
policies that undermine Texas’ fiscal health and sta-
bility,” Mr Hegar said. “T will continue my work to protect
the Texas economy, ensure the state
hasadiverse energy portfolio to meet
the needs of our rapidly growing state
and fight for Texas taxpayers and
retirees who expect their hard-earned
money to be invested in a manner
that prioritises returns over progres-
sive social and political agendas.”

Florida’s public or state-controlled
funds can nolonger invest their mon-
ey based on environmental, social and
governance factors under a bill signed

She had also proposed ending the
sale of any new fossil-fuel powered heating equip-
ment by 2030.

The financial industry is also gradually veering
away from fossil fuel financing. Analysis by
BloombergNEF shows that the ratio of financing low-
carbon energy to fossil fuels should be at least 4:1 by
2030 to meet the 1.5°C climate goal, and steadily
increase in the subsequent years. Bank financing for
energy supply totalled $1.9 trillion in 2021. Of that,
$842 billion went to low-carbon energy projects and
companies, and $1.038 trillion went to fossil fuels.

The ratio will likely improve with a host of banks
publicly announcing their climate transition plans.
Banks that have unveiled plans in 2023 include Citigroup,
Spain’s Banco Bilbao Vizcaya Argentaria and NatWest

by Governor Ron DeSantis earlier this
week. The law broadly directs all Florida pension funds
to prioritise returns without considering (ESG) factors
in investment decisions. Over adozen states in the US
have enacted anti-ESG-related bills or policies, while
many have similar proposals in discussion.

India’s transition
India’s green transition would require a multi-pronged
action plan, the Reserve Bank of India said in its report
on currency and finance released earlier this week.
“India’s CO2 emission level may rise from 2.7 giga-
tonnes (in2021) to 3.9 gigatonnes by 2030. A policy mix
comprising a carbon tax of rupee equivalent of $25 per
tonne, current plans on progressively increasing the
share of non-fossil (solar, wind) fuel in the energy mix,

TOP BANKS BY VOLUME OF ENERGY
SUPPLY FINANCE IN 2021
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production and use of EVs [electric vehicles] and green
hydrogen, and regulatory measures to incentivise
resource allocation for green projects, could reduce
CO2 emissions to 0.9 gigatonne by 2030,” RBI said.
Higher rates of carbon tax could reduce the emissions
even further.

The stock market regulator, Securities and
Exchange Board of India, already mandates ESG dis-
closures for the top 1,000 companies. In early February,
it joined many others around the world to flag the risk
of greenwashing — making false, misleading, unsub-
stantiated, or otherwise incomplete claims about the
sustainability of a product, service, or business opera-
tion. It asked issuers of green debt to ensure that funds
mobilised areused for the stated purpose, and the neg-
ative externalities associated with usage of the funds
are quantified. A consultation paper on ESG disclosures,
ratings and investing has subsequently been issued.

Thewriter is New York-based senioreditor-global policy for
BloombergNEF, vgombar@bloomberg.net
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Long-term supply contracts with Guyana will give India a stable

supply amid volatile energy markets.

India eyes Guyana’s
oil to meet demand

Utpal Bnaskar
utpal.b@livemintcom
NEWDELHI

est oilimporter, islooking to

bolster its energy security
with a plan in the works to
source most of Guyana’s oil
share from its oilfields at pref-
erential rates through long-
term contracts, two people
aware of the development said.

Long-term supply contracts
offer stability amid volatile
energy markets. Exxon Mobil,
the leading oil producer in
Guyana, plans to boost the
nation’sproduction capacity to
1.2 million barrels a day by
2027. As the Guyana govern-
ment’'s share accounts for
about 1% of production, India
seeks to purchase most of this
portion through long-term

I ndia, the world’s third-larg-

contracts at preferential rates
to ensure asteady supply from
oneofthe world’s most signifi-
cant recent oil discoveries.
India, which consumes 5
million barrels per day, has
been eyeing the South Ameri-
cannation’sshare of oil fromits
fieldstomeetits energyneeds.
InJuly 2021, Indian Qil Corp.
Ltd, the nation’s largest refiner,
bought its first crude oil cargo
from Guyanato conduct asuc-
cessful trial run and assess the
feasibility of refining the oil.
“We can offtake their entire
share. There is not much
domestic demand in Guyana.
So, weareasking for preferen-
tial rates, but it will all finally
depend oncommercial negoti-
ations. In our talks, we have
asked for long-term contracts,”

TURNTO PAGE 6
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India eyes crude from Guyana

FROM PAGE1

said an Indiangovernment offi-
cial,oneofthe twopeople cited
above requesting anonymity.

Indiaisleveragingits histori-
cal ties with the Caribbean
nation to meet its growing
energy demand. Indiansare the
largest ethnic groupin Guyana,
comprising about 40% of the
population based on the 2012
census. Recently, Guyanese
President Mohamed Irfaan Ali
and Vice President Bharrat
Jagdeo visited India, with the
twocountries discussing areas
of cooperation, including the
oil and gasindustry.

India is actively seeking to
diversify its oil supplies and
secure long-term crude oil con-
tracts to mitigate risk. The
country is also looking to
secure a long-term crude oil
supply deal from Namibia,and
last year, Indian Oil Corp.
signed long-term supply con-
tracts with Petrobras in Brazil
and Ecopetrol in Colombia.
India has added to its current
major oil suppliers, including
Iraq, Russia, Saudi Arabia, the
UAE, and the US, by sourcing

Guyanese President Mohamed

Irfaan Ali. RON PRZYSUCHA
oil from new suppliers such as
Colombia, Brazil, Libya,
Gabon, and Equatorial Guinea.
Queries emailed to the
spokespeople for India’s petro-
leumand natural gas ministry,
Guyana High Commission in
New Delhi, Indian Oil Corp.
and ExxonMobil late Tuesday
night remained unanswered.
In an earlier interview to
Mint, Jagdeo said Guyana dis-
cussed oil supplies with India.
He added that the two coun-
triesmay sign amemorandum
of understanding to boost
cooperation in the oil and gas

sector.

This assumes significance
amid dwindling discounts on
Russian crude oil supplies to
Indian refiners due to soaring
demand. Also, theOpec+ group,
including Russia, has
announced an additional 1.16
million barrels per day of supply
cuts beginning this month. Fur-
thermore, a global initiative led
by the US has enforced a $60
perbarrel price cap.

“Next year, ExxonMobil will
have to give up 20% of their
holdings. So, all of those will be
available for some formof bilat-
eral engagement, where we can
actually seejoint productionor
exploration-related activities,”
Jagdeosaid in his interview.,

Currently, two floating pro-
ductionstorage and offloading
(FPSO) vessels—Liza Destiny
and Liza Unity—are opera-
tional in Guyana, with Exxon-
Mobil's plansto operationalize
six FPSOs by end 0of 2027, The
Stabroek block, covering
26,800 sq. km, is operated by
Exxon Mobil affiliate Esso
Exploration and Production
Guyana Ltd, which holdsa 45%
interest.
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NTPC, 10C try the ‘ITC strategy’

Like the tobacco major, the state-owned power generator and fuel retailer are seeking to transition from
theirtoxicfossil fuel businesses to green energy but using margins from the former to grow the new ventures

SDINAKAR
4 May

hat do ITC, India’s biggest
tobacco company, NTPC,
India’s biggest power gen-

erator, and IOC, the country’s biggest
crude oil refiner, have in common?
Besides the abbreviated names, all
three companies sell products that
are considered toxic for human
health. All three are also trying to
transition from these businesses. In
fact, NTPC and IOC are plucking
leaves out of ITC’s diversification
strategy to craft plans for clean fuels.

ITC realised the societal and reg-
ulatory implications of its core ciga-
rette business decades ago, and
entered hotels, retail, and the fast-
moving consumer goods sector, all
of which are relatively low-margin,
high-investment business with lower
entry barriers for competition, com-
pared to selling a licensed product
such as cigarette. So, ITC still makes
most of its profits from brands like
Classic, Wills and Gold Flake.

Two decades later, NTPC and IOC
are trying something similar after
their fossil fuel businesses came
under pressure from governments
and climate activists. And as with
ITC, both are stepping into a less reg-
ulated, hyper-competitive business:
green energy.

The return on new energy invest-
ments may fall short of what NTPC
and IOC typically make from their

THE GREENING OF BUSINESS

mThe plans of both
Maharatnas are critical to
India achieving net zero
emissions by 2070

mThe power sector is India's
biggest polluter, accounting
for 34 per cent of emissions,
and transport contributes

9 percent

m NTPCis targeting 60 Gw of
REby 2032, and I0Canother
35 Gw by 2030

| Raising funds for renewable
projects may prove to be the
biggest challenge for NTPCand

10Cin the current global
environment

m Estimates peg the cost
atapproximately $40 billion to
reach NTPC's renewable goals

m NTPCand 10C must ensure
favourable returns from
renewable projects to catch
investor interest

m Renewable project costs
have also increased after
the pandemic because of
supply chain disruptionsin
China, and New Delhi's
sourcing policies

depreciated fossil fuel businesses,
but the pressure on both to retreat
from core activities is intense. Both
Maharatnas — government-owned
companies with a relatively high
degree of autonomy — are critical
to India achieving net-zero emis-
sions by 2070.

The power sector is India’s biggest
polluter, accounting for 34 per cent
of the country’s emissions, and trans-
port contributes 9 per cent, accord-
ing to McKinsey. NTPC supplies a
quarter of the nation’s electricity, and
TOC is the market leader in fuel sales,

accounting for 41 per cent of the
country’s retail outlets, reflecting the
oversized role both companies play
in India’s emission graph.

Mohit Bhargava, chief executive
officer, NTPC Green Energy, shared
an ambitious plan with Business
Standard illustrating NTPC’s role in
India’s emission reduction pro-
gramme. NTPC wants to grow its
renewable capacity nearly 20-fold to
get on a par with its thermal plants
in a decade. What took NTPC five
decades to reach a little over 70 giga-
watts (Gw) of primarily coal-burning

power, Bhargava wants todoina dec-
ade: add 60 Gw of renewable capac-
ity by 2032, which will account for 12
per cent of India’s 500- Gw non-fossil
fuel-fired electricity target. That
should take NTPC’s overall capacity
to 130 Gw. An initial target of 25 Gw
of renewable capacity will be
achieved by 2025 on the back of a 20-
Gw renewable energy (RE) project
pipeline, Bhargava said. An electrical
engineer with three decades of
experience in the power sector, he
tossed a ballpark figure of $40 billion
in costs to achieve the company’s
renewable goals.

10C, which accounts for a third of
the country’s refining capacity,
unveiled plans last month to spend
2 trillion ($24 billion) in energy tran-
sition ventures. IOC plans to build 35
Gw of renewables, 4 million tonnes
a year of biofuels, and 1 million
tonnes a year of biogas by 2030. The
company also plans to set up 4,700
electric vehicle charging stations and
build a 7,000-tonne-a-year green
hydrogen plant in north India.

Raising funds for renewable proj-
ects may prove to be the biggest chal-
lenge for NTPC and IOC in the cur-
rent global environment,
characterised by rising interest rates,
recession, and skittish investors. This
wasn’t the case in early 2021, a period
of low interest rates and easy money,
when French oil major TotalEnergies
agreed to acquire a 50 per cent stake
in Adani’s 2.35-Gw portfolio of oper-
ating solar assets, and a 20 per cent
stake in Adani Green for $2.5 billion.

Investors ploughed in just $2 bil-
lion into Indian start-ups in
January-March 2023, a 75 per cent
fall from a year earlier period,
according to data firm CB Insights.
This compared to record invest-
ments of $30 billion in the whole of
2021 and $20 billion in 2022.

Being a government company
comes with some baggage. Investors
are apprehensive about paying a high
premium for government-owned
companies. Whereas Essar’s Vadinar
refinery found a ready buyer in a
Russian consortium, there was little
interest in buying Bharat Petroleum.

NTPC’s plans to sell a 20 per cent
stake in NTPC Green came unstuck
for lack of interest from bidders.
“Right now, we have a commitment

from NTPC to provide equity up to a
certain level,” Bhargava said. “But if
we do go to the market, we’ll have to
ensure that it’'s the right timing.”
NTPC Green plans to launch an IPO
later this year.

NTPC and IOC must ensure
favourable returns from renewable
projects to catch investor interest.
Otherwise, they may have to rely on
cash generated by their fossil fuel
businesses to fund renewable proj-
ects, just as ITC’s cigarette business
enabled the diversification into non-
tobacco ventures.

As Hetal Gandhi, director in Crisil
Research pointed out, most coal
plants in India have their tariff deter-
mined by central and state-level reg-
ulatory bodies under their respective
tariff regulation. This tariff regula-
tion provides a 15 per cent return on
equity to coal plants though the
actual return is 12-12.5 per cent.

But RE projects in India are com-
petitively bid projects. In fiscal 2023,
average bid tariff for a ground-
mounted solar plant stood at 32.67
per unit, which resulted in an equity
internal rate of return (IRR) of 8-10
per cent (at a capex of ¥5-6 million
per Mw), Crisil data show. Similarly,
for wind projects equity IRR is
usually 7-9 per cent because high
competition results in lower tariff of
%3 per unit and high capex of ¥8-9
million per Mw. Going forward,
equity IRR for renewable projects is
expected to remain in asimilar range
because of the large number of
players present in the market,
Gandhi said.

Renewable project costs have also
increased after the pandemic
because of supply chain disruptions
in China, and New Delhi’s sourcing
policies. Rising module prices led to
a rise in capital cost by up to 25 per
centin FY23 over FY22, according to
Crisil Research.

Higher project costs have led to
higher tariffs, posing a burden to dis-
coms and risks for developers. Under
Bhargava’s tenure, NTPC set a bench-
mark of a low tariff in India by win-
ninga plain vanilla solar bid for1.99
per kWh. But ata recent solar auction
in Gujarat, the tariff was almost32.75
per unit (Kwh). Another recent round
of bids by NTPC for round-the-clock
power came in at ¥4 per unit.
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OIL and NRL jointly organise
Media-Connect event in Guwahati

A media outreach program was
organised by Oil India Limited
(OIL) & Numaligarh Refinery
Limited (NRL), in Guwahati,
with the objective of sensitis-
ing media to the nuances of the
oil and gas sector in general and
OIL/NRL in particular. The event
highlighted the important role
played by the oil industry in re-
alising Prime Minister Modi’s
dream of a peaceful. prosper-
ous, and developed North East,
that would serve as a develop-
ment gateway for the country.

This event was planned as a

follow-up to the suggestion made  wherein he had proposed an in-
by Union Minister Hardeep S  teractive session with regional
Puri, during his visit to Assam, media persons.
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Oil up slightly
as ECB slows
rate hike pace

REUTERS
May 4

OIL PRICES ROSE on Thurs-
day after the European Central
Bank (ECB) decided toslowthe
pace of its interest rate hikes,
but prices were unable to claw
backmuch of thisweek'smore
than 9% decline as demand
concerns in major consuming
countriesweighed.

Brent futures were up 32
cents, or 0.4 4%, to §72.65 a
barrelby11:53 a.m.EDT(1553
GMT). U.S. West Texas Interme-
diate (WTI) cruderose 12 cents,
or 0.17%, to $68.72. WTI in
early trading fell to a session
low of 56 3.64 a barrel, thelow-
est pricesince December 2021,

Oil priceshave plunged this
weekon concernsabout the US
economy and signs of weak
manufacturing growth in the
world's largest oil importer
China,sliding furtherafterthe
US Federal Reserve raised
interest rates on Wednesday.
That capped near-term eco-
nomic growth prospects.

The market, however, has
seen some support from the
Fed's signal that it may pause
furtherinterestrate increasesto
give officials time to assess the
fallout from recent bank fail-
uresand to gainclarity over rais-
ingthe US debt ceiling, The ECB
increased its three policy rates
by 25 bps, the smallest hike
since the central bank starting
lifting them last summer.

FINANCIAL EXPRI &5
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Shell posts $10-bn
profitin Q1

SHELL ON THURSDAY posted
first-quarter net profit of $9.65
billion as strong earnings from
trading and LNG sales offset cool-
ing energy prices. The stronger-
than-expected profits followed a
string of forecast-beating results
from rivals including BP and Exxon
Mobil as the sector continues to
benefit from strong demand and
price volatility. REUTERS
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The green
challenge

Normally, onewouldn’t expect
to see climate change in a cen-
tral bank report. But consider-
ing the far-reaching effects it
hason the environment, asalso
on business and the economy;, it
finds fully deserved space ina
Reserve Bank of India report on
currency and finance. The
report estimates India will need
investments worth 2.5% of the
gross domestic productingreen
initiatives to achieve its net-
zerogoal of 2070. Citing agov-
ernment estimate, the report
also notes that a total of 385.6
trillion (at 2011-12 prices) is
expected to be spent on climate
change adaptation by 2030.
India has set ambitious goals,
but there are several challenges,
funding being a big one. Con-
sidering the fiscal scenario, gov-
ernment spending is likely to be
constrained, and private fund-
ing will have to take the lead. To
encourage this, a supportive
policy frameworkis needed. In
addition, non-fossil fuel tech-
nologies, including hydrogen-
based energy, will have to be
promoted, while our capacity
forstorage ofgreen energy also
requires a bump-up. Though
Indiais faring betterin this tran-
sition than many other coun-
tries, the gravity of the crisis
meansnobody can afford to fail.
Ourpolicy mix must get it right.
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The long route for oil

Surgein India's petrochemicals export may not be sustainable

ver the course 0f 2022-23, India’s exports appeared to show a reasonable

increase of around 6 per cent even at a time of concern about growth

momentum globally. The real driver of the growth numbers was, in

fact, petroleum exports. When oil was taken out of the equation, non-
oil exports in fact went down slightly as compared to the previous year. According
to the Union government, petroleum exports were closing in on $100 billion in
value, with almost $95 billion exported during 2022-23, a 40 per cent growth rate
over the previous year. As a comparison, finished steel exports saw a decline of
over 50 per cent in 2022-23.

The drivers of this outstanding performance cannot, however, be assumed
to be structural shifts. If anything, this might be an artefact of the special cir-
cumstances caused by the Russian invasion of Ukraine in early 2022. Over the
course of the months that followed, the price of fossil fuels increased, and some
Russian exports had to be diverted from refineries in Western or allied countries.
This allowed Indian refiners to pick up the slack. In April 2023, Indian refiners
were importing 59 million barrels of crude oil as distinct from just 12 million
barrels a year eatlier. Russia is now India’s largest supplier of crude oil, with over
40 per cent being sourced from that country.

This Russian oil is being refined and turned around efficiently. Indian
refineries have in fact managed to enter multiple new markets, including Brazil
and South Africa, because of their input cost advantage. In fact, petrochemicals
are now the largest component of Indian exports even to countries such as the
United Kingdom and China. The largest destination for imports, however, was
the ports of Rotterdam, Amsterdam, and others in the Netherlands — all of
which, of course, are the primary entrepots for the economies of the western
European Union. Prior to the Russian invasion, India would send approximately
150,000 barrels of aviation turbine fuel (ATF) and diesel to Europe; after the
invasion, these shipments rose to 200,000 barrels a day. Half of India’s ATF
exports go to Europe, and also 30 per cent of its diesel and petrol exports. ATF
exports to the EU alone saw about a 75 per cent surge.

This can hardly be considered sustainable, for various reasons. First, the
shipments of Russian oil and the current discount at which they are available
may not last, especially if China can reduce the cost of imports through the con-
struction of infrastructure, including along the Northern Sea Route through the
Arctic Ocean. Second, the political class in Europe is currently looking away
from this circuitous route for Russian oil, given that it eases inflationary tensions
in the EU, and this may not last forever. Certainly, policymakers in the United
States, which does not benefit as much as the EU from the role played by Indian
exports, may prioritise mechanisms to shut down this trade. It has been reported
that the government has been pushing new export arenas for Indian petrochem-
icals, especially from the public sector. It may not be wise to build long-term
strategies around the performance of this sector under the exceptional circum-
stances of the past year.
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Unknown Indian companyshipping millions of barrelsof Russian oil

AGENCIES
LOMNDOM, 4 MAY

From the rundown Nepitune
Magnet Mall in Mumbai, a
giantofinternational il ship-
ping hasemerged overthe past
18 months, seemingly from
nowhere. Since Russia invad-
ed Ukraine, the company has
bought more oil tankers than
anyone else, elevating itself
from an unknown Indian
shipping business intoone of
theworldslargestvessel own-
ers, a media report said.

(Gatik Ship Management
owned just two chemical
tankers in 2021. By April, ithad
acquired a fleet of 58 vessels
with anestimated combined
value of $1.6 billion, The
Financial Times report said cit-
ing shipping experts Ves-
selsValue.

Yet the origins and own-

ership of the business are a
mystery, while its corporate
records are scant.

The group was registered
as an exporter in India on
March 31 this year but does
notappear in India’s official
corporate registry, The Finan-
cial Times reported.

One importantclueis that
Gatikshares an address inthe
dreary shopping mall with
Mumbai-registered company
Buena Vista Shipping, anoth-
er little-known operation that
two years ago reported a lit-
tle over $100,000 worth of
assets. Whoreally owns Buena
VistaShipping and who fund-
ed the rapid expansion of
(Gatik's fleet has perplexed
the oil market. But shipbro-
kers, analysts and commod-
ity traders suspect a link with
its biggest client: the Russian
nil giant Rosneft, Financial

Times reported.
Gatik's newly acquired
fleet has beenused largely to
transport oil from Russia,
mainlyto portsin India, tanker
tracking data shows.

A Financial Times analy-
sis of data from Kpler, an
analytics company, shows
thelndian group has shipped
at least 83 million barrels of
Russian crude and oil prod-
ucts -- enough to meet total
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UK oil demand for more than
two months.

More than halfof that has
come from Rosneft. Total fig-
ures are believed to be even
largerthan those in Kpler'sdata
set.

"It was inevitableafter the
west's sanctions that the Russ-
ian oil companies wouldwant
to get into shipping and 1
think Gatik is the ultimate
example of this happening,”
said Viktor Katona, head of
crude analysis at Kpler, the
report said.

The EU has imposed a
series of restrictionson Russ-
ian crude, most recently a
price cap on oil handled by
European companies; Ros-
neft's largest customers,
Trafigura and Vitol, ditched
their agreements with it last
year.

Following the sanctions,

New Delhi has opted to
increase its imports of Russ-
ian ol rather than itselfimpos-
ing sanctions or observing a
price cap imposed by the G7.

Thatis the context in which
Gatik emerged.

VesselsValue, which tracks
tanker sales, calculates that
Gatik has acquired at least56
vessels since March 2022,
including 13vesselsin Decem-
ber alone when the El's
embargo on Russian oil began.

The purchases put Gatik
among thelargest tanker own-
ers inthe world, according to
VesselsValue's Rebecca
Galanopoulos.

"To put this into perspec-
tive, out of almost 14,000 live
tankers, the majority of these
companies -- 1,361 -- own
fewer than 10 live tankers; only
20 companies, including Gatik,

own 50 or more.”



