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BPCL to test diesel-
ethanol ED7 blend

tate-run Bharat Petroleum Corp Litd
S (BPCL) initiated a pilot programme in

collaboration with Ashok Leyland and
Hero Motocorp to test the effectiveness of the
ED7 fuel blend, which combinesdiesel with 7%
ethanol. The aim of this programme is to
revolutionize biofuel economy and establish a
more stable energy mix. The ED7 fuel blend,
developed by BPCL-R&D, consists 0f 93%
diesel and 7% ethanol. The blend has
undergone testing and validation onengine
test bench in collaboration with Ashok
Leyland. “Today’s flag off of the Pilot
ED7(diesel blended with 7% ethanol) for buses
with Ashok Leyland and flex fuels (E27&E85)
for two wheelers along with Hero Motocorpisa
step by BPCL towards our country’s aim of
reducing import bill,” G. Krishnakumar,
chairmanand MD, BPCL, said. Ashok Leyland
conducted laboratory trialson their engines
using the ED7 fuel. SAURAV ANAND
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Crude oil surges as Saudi Arabia extends voluntary cuts in production

Ritt
FiiuTaLbaruahEivemint.com
NEW DELHI

ith Saudi Arabia
announcing an
additional produc-

tion cut of crude oil, interna-
tional crude oil prices surged
over 2% on Monday.

The August contract of
Brenton the Intercontinental
Exchange rose 2.10% to $77.73
per barrel, and the July con-
tract of West Texas Intermedi-
ate (WTI) wastrading at $73.38
abarrel, higher by 2.29% from
its previous close, at the time
of writing the story.

Saudi Arabia’s energy min-

istry said the country will
implement an additional vol-
untary cut of  million-barrel-
per-day in July, whichmay be
extended. The move gains sig-
nificance asSaudi Arabiaisthe
largest supplier among the
membersof the Organization
of the Petroleum Exporting
Countries (Opec). The deci-
sionis likely to take the coun-
try's output to 9millionbarrels
per day (bpd) inJuly from over
10 million bpd in May.

The Saudi energy minister
Prince Abdulaziz bin Salman
said the country “will do what-
ever is necessary to bring sta-
bility to this market”.

Ravindra V. Rao, head of

= ‘

Saudi's energy ministry said the country will implement an

additional cut of 1 mn-bpd in July, which may be extended ap

commaodity researchat Kotak
Securities said: “WTICrude oil
futures edged higher after
Saudi Arabia surprised mar-
kets withanadditional 1 mbpd

forthemonthofJuly, ontopof
SaudiArabia’s existing volun-
tary cut of 0.5 mbpd
announced in April. The king-
dom also said the latest cut

could be extended depending
on market conditions. This
brings Saudi Arabia’s total pro-
duction levels to around 9
mbpd in July compared with
10.5 mbpd in

Although Opecandits allies
including Russia, or'Opec+,in
their35th ministerial meeting
onSunday made no changes to
its planned oil production cuts

for this year, the

April.” The Saudienergy alliance

He said mar-  ministersaidthe announced to
kets are likely to country “will do “adjust the level of
see adeficitin the whatever is overlall crude fni]
second half of production for
2023, if Chinese r]ecessa[‘yto OPEC and non-
demandrecovery brln_g Stab'l'ty“to OPEC Participat-
materializes. this market ing Countries in
“With rising odds — the DoC(Declara-

of a Fed pause in

June coupled with tightening
supplies, we might see oil pri-
ces trading with an upside
momentum,” Rao said.

tion of Coopera-
tion) to 40.46 mb/d (million
barrels per day), starting 1 Jan-
uary 2024 until 31 December
20247,

Previously, the alliance
agreed to a 2 million barrels-
per-day decline in October.
Some Opec+ members also
announced voluntary cuts
amounting to around 1.6 mil-
lionbarrels perday in April.

Prashant Vashisht, vice-
president of Corporate Rat-
ings, ICRA, however, noted
that crude oil prices have of
late been under pressure
owing to weaker-than-ex-
pected demand from China
and recessionary trendsinsev-
eral western economies.
“Accordingly the impact
which would be a result of
these two opposing trends
remains to beseen.” he said.
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Essar embraces clean
energy in green pivot

Ravi Ruia and his nephew Prashant are leading the turnaround

BUMPY HISTORY

Essar Group, which has assets worth $8 billion and earned $15 billion in
revenues in FY23, plans to invest $3.6 billion in green energy.

aﬁirudh!i@ii&eniim.com
MUMBAI

he Essar Group, which

shed its steel and refinery

assetsas part ofa delever-

aging effort after group

companies were referred
to bankruptcy courts, isnow chart-
ing a turnaround plan focussed
around the clean energy business,
two people familiar with the plans
said.

Ravi Ruia and his nephew Pra-
shantare leadingthe Essar Group's
clean energy ventures following the
successful resolution of the group’s
crushing $25 billion debt, the peo-
ple said on condition of anonymity.
Ina2 May letterto banks, the Ruias
said the group isnow transforming
itself into a “new-age global busi-
ness” with “future-centric assets”.

The group, with revenues of $15
billion and assets of $8 billion, is
planning to “reinvest in new-age
assets”, the Ruiassaid in the letter to
the lenders, a copy of which has
been reviewed by Mint.

“Having repaid about 32 trillion
($25billion) to all Indian banks and
financial institutions, the Essar
Groupis now effectively becoming
debt free,” Essar’s letter said, adding
that the group has drawn a plan to
invest in its core sectors of energy,
infrastructure, logistics, metals,

BRIEF .
TIMELINE: ‘o,

[}
ESSAR’

2017
ESSAR STEEL T— 2022 Nov:
India features on @ ESSAR GROUP
RBI's list of becomes
defaulters debt-free after
2022 sep: selling two ports
,‘;fg"lfo‘:'::f"""‘ 2019 ESSAROILUK  anda power plant
ines b ol ARCELORMITTAL  completes to ArcelorMittal
forq$12 3 billion wins Supreme Court  agreement with Nippon Steel for
! nod to acquire Essar  Vertex Hydrogen $205 billion
Steel for 42,000 to facilitate
aore hydrogen supply
Source; Mint research of 280MW
RENEWED FOCUS
THE group plans to - ESSARgroup has - IT'S seeking to
‘reinvestinnew-age  : drawnaplantoinvest @ attract fundsfrom
assets”, the Ruiassaid * inits core sectors * ESG-friendly investors

mining, technology, and retail.
Essar Group is also seeking to
attract private equity and sovereign
wealth funds specializing in ESG
(environmental, social, and govern-
ance)-friendly businesses to sup-
portits investmentsingreen energy
assets, the people cited above said.
“While ongoing businesses will
provide stable cash flows, our

SARVESH KUMAR SHARMA/MINT

renewed focus will be to re-build
assets, with strategic international
partners, that are prudently
financed,” the group said inits letter,

An Esaar Group spokesperson
declined tocommenton the matter.

The new investments being
planned by the Essar group include

TURN TO PAGE 6
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Debt-free Essar embraces
clean energy in green pivot

— —

FROM PAGE1

building the UK’s first IGW
blue hydrogen project, pro-
duction of green hydrogen
and green ammonia in Salaya
(Gujarat), and a 14 mtpa (mil-
lion tonnes per annum) iron-
ore pellet plantin Odisha, the
Essar group letter said.

Besides, the group is also
building a 4 mtpa green steel
plantat Ras-Al-Khair in Saudi
Arabia (a first-of-its-kind in
West Asia) and expanding its
Salaya port for handlinggreen
and clean cargo asa part of the
new strategy.

Additionally, Essar Groupis
planning freshinvestmentsto
ramp up its liquified natural
gas (LNG) value chain, which
includes augmenting LNG
truck manufacturingand LNG
fuel station facilities, accord-
ing to the letter.

Essar Group said it will be
“tactically monetizing some of
theold carbon footprint heavy
assetsat full value”.

And while doing so, the
group will retain assets that
can be transitioned into ones
in sync with the ESG theme.
“These new next-generation
technologies will be relevant
for the next 30 years with
lower carbon footprint and
betterefficiency, replacing the
assets that we have mone-
tized,” said the group.

The assets the group has
monetized over the yearshave
yielded a “multi-fold returnon
investment”, which under-
scores the conglomerate's
ability to build assets of global
quality, the Ruias claimed in
the letter.

“Investorsand bankswill be
treading with caution,” said the
head of research at a large
broking firm. He, however,
added that for Essar Group,
gelting a financier may not be
tootough, especially with doz-
ensofglobal ESG fundsscour-

Prashant is part of the second generation of the Ruia family that

founded Essar.

ing investment opportunities
with trillionsofdollarsinassets.

In the energy space, Essar
group currently owns a 10
mtpaoil refineryin the UK, 12
trillion cubic foot hydrocar-
bonreservein Indiaand Viet-
nam, and a ,200MW power
plantin India.

In metals and mining, the
group is working on a major
iron ore mine and pellet
project in the US and a high-
grade thermal coal mine with
72mtofreserves in Indonesia.
Ininfrastructure, Essar Group
hasa 3 million cubic metre lig-
uid storage termi-

critical input forsyntheticand
natural green energy produc-
tion.

EOGEPL has so farinvested
35,000 crore in exploration
for commercial development
of the Raniganj CBM Block,
and the company plans to
invest an additional 32,000
croreinenhancingitsreserve
base and ramping up CBM
production to contribute at
least 5% to India’s total gas
production.

This ESG trend underpins
Essar's new strategy, which
was drawn up after the sale of a

chunk of its

nal anda20mtpa The group power and port
capacity port in  will retain assets  assetsin 2022,
India. that can In  August
Essar Group be transitioned 2022, Essar
was an early into ones in sync F}mup dgrc(!(l.[(?
entrant in the 3 sell some of its
green energy with the ESG ports and power
space, which is theme and transmission
now drawing assets to Arcelor-

massive invest-
ments from large domestic
conglomerates, including the

Tata group, Reliance
Industries Ltd, and the Adani
Group.

Afterentering the business
in 2018, Essar Oil and Gas
Exploration and Production
Ltd (EOGEPL) now owns
India’s highest-producing coal
bed methane (CBM) block in
Raniganj, West Bengal. Glo-
bally, CBM has emerged as a

Mittal Nippon
Steel India for about $2.4 bil-
lion. The two parties also
agreed to form an equal joint
venture to build a4 mtpa LNG
terminal at Hazira in Gujarat.
Earlier, in November 2019,
ArcelorMittal won approval
from the Supreme Court to
take over Essar Steel and pay
the creditors. ArcelorMittal’s
bid 0f342,000 crore was con-
sidered to be better than
Essar's bid of 54,000 crore.
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Govt working on
incentives to push
electric cooking

MAMNISH GUPTA
New Delhi, June 5

TO REDUCE DEPENDEMCE on gas
as cooking fuel, the government is
working on aggregation modelsto
promote electric cooking in kitchens,
andis alsolikelyto announcea set of
incentives toencourageruralhouse-
holdsto switch over.

“After the success of Ujjwala
Yojana that broughtin clean cooking
protecting the health of rural
women, electric cooking is going to
be our new focus,” Ajay
Tewari,additional sec-

The ministry faces

sumed by households. Even the
number of domestic piped natural
gas (PNG) connections in India has
shot up four times from 2.5 million
in 2014 to 10.3 million in 2023,

Tewari said the ministry iswork-
ing on several models where e-
chulha or e-kitchen get electricity
either from the grid orfrom the off-
grid solar in rural households that
may not be able to afford electricity
bills due toe-kitchens.

“Wewantto comeoutwithsome
aggregation model where carbon
credits will also get
aggregated which will

retary, ministry of the challenge offset some cost of the
power, said at an event of Expensive electricity consumed
hereon Mm_'lda}r: appliances, for and EESI‘ are gDﬂEj ir{
Theministryisplan- oL aggregation modeling,
: which it has Gic e
ning to move from anaaned Ene the joint secretary said.
clean cocking to e- 9 9 r:gy EESLwasinstrumen-
cooking but faces the Efficiency Services 5} the success of LED
challenge of expensive T Ujala scheme that

appliances. For this, it

has engaged Energy Efficiency Ser-
vices (EESL),a joint venture of PSUs
under theministry of power,

“We do not have (much) gas
reservesinour country,soweneed to
preserve gas and switchto electricity
andthishasto come fromrenewable
sources. We are developing some
models where affordability is the
biggest issue tobetackled, he said.

India’s LPG consumption has
gone up 83% over the past decade
from 15.6 million metric tonnein
FY13to28.5 MTinFY23,asperdata
from Petroleum Planning and Analy-
sis Cell. About 90% of LPG is con-

helped bring down the
cost of LED bulbs from ¥300-3400
to less than ¥100. They also helped
bring down the cost of e-busmodels
by one-third.

"We are moving towards an
Indian model of e-cooking to serve
Indian kitchens.If we have standard
andaffordable models, we should be
ableto coverallurbanareaswithin 2-
3years. By 20 30,wewilllike to cover
as many households as possible
undere-cooking. Thiswill contribute
significantly to ourfight against cli-
mate change,” Tewari said. He said
that if required some subsidy will be
announces initially.

FINANCIAL EXPRESS Tue: 06 June 2023 ‘ @
reanToizan https://epaper.financialexp
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10C, 2 Domestic Engine
Makers Working on 5%
Ethanol Blending in Diesel
IndianOil and two do-
mestic engine makersare
actively workingon 5%
ethanol blendingin
diesel, Indian Oil Corpo-
ration Director (R&D) SSV
Ramakumar said on
Monday, adding that
experimental work is
goingonatitslaboratory
and the R&D centres of

the twoengine manufac-
turers. —PTI
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Not much headroom to expand
oil imports from Russia: S&P

——
Rishi Ranjan Kala
New Delhi

Even as India has emerged
as the largest buyer of Rus-
sia’s seaborne crude oil, sur-
passing China, the level of
imports by the world’s third
largest energy guzzler is ex-
pected to remain in the
range of 1.9 million barrels
per day (mb/d) going ahead.

“We believe that India
will struggle to increase im-
ports of Russian crude
much beyond 1.9 mb/d due
to technical constraints in
the refining system,” S&P
Global Commodity Insights
told businessline.

Indian crude oil imports
from Russia clocked an av-
erage of 1.9 mb/d in May
this year, accounting for
more than 40 per cent of the
total in-bound shipments.

IMPORT VOLUMES
Daniel Evans, Global Head
of Fuels and Refining at S&P
Global Commodity In-
sights, said that he does not
anticipate a “big swing” in
crude oil export volumes
from Russia.

“I think not on a sus-
tained basis. We don’t see a
big swing, for example,
from Russia exporting a mix
of crude and product to ex-
porting much more crude. I
think they will continue to
run the domestic refining
system, remain self-suffi-
cient on gasoline inside of
Russia. That would put
products in the interna-
tional markets, but we are
not going to see this big
swing towards exporting
more crude,” he said on the
increase in import volumes.

Evans emphasised that
from a buyer’s perspective,
there are three questions
that really could limit what
people would be willing to
take from Russia.

“One of them is econom-

LARGEST BUYER. Indian crude oil imports from Russia
clocked an average of 1.9 million barrels per day in May reuters

ics, does it make more sense
to buy more Russian crude?
Technically, can you run
more Russian crude
through vour refining sys-
tem, and then strategically
does it make sense to in-
crease your dependence on

a single supply,” he
explained.
REFINED PRODUCTS

Evans pointed out that In-
dia’s rising domestic con-
sumption and opportunities
for increasing export of re-
fined petroleum products is
a “nice problem”.

“On one hand we see a
strong Indian economy rel-
ative to other parts of the
world that’s obviously pos-
itive for demand and con-
tributes to keeping more of
the domestic production in
the market. On the other
hand, we see the economics
being favourable for in-
creasing runs at a fairly high
level. So, I think there is a
balance to be found. Yes,

you got higher runs on one
side, but you also got higher
domestic demand to meet.
In a way it is a nice prob-
lem,” he added.

The domestic demand for
refined products stood at
4.8 mb/d in 2022 and is ex-
pected to rise to 5 mb/d in
2023 and 5.2 mb/d in 2024.

On the Russia-India oil
trade relationship, he said,
“Our view is that some of
the trade flows that have
been established in the last
12-18 months are there for
the foreseeable future. So,
we do expect Russia to rely
on the new customers it has
found for crude and
product.”

S&P expects India to be a
net exporter of naphtha,
gasoline, jet/ kero and gas-
oil. The net export numbers
for the sum of those
products stood at 1.1 mil-
lion b/d in 2022 and is ex-
pected to be flat in 2023 cal-
endar year. It is likely to
decline to 1 mb/d next year.
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Oil price up by nearly 2%
after Saudi announces
reduction in production

ENS ECONOMIC BUREAU @ New Delhi

THE crude price in the interna-
tional market on Monday
jumped by $1.86 a barrel or
2.44% as Saudi Arabia an-
nounced a cut in its oil
production.

Brent Crude price was trad-
ing at $77.86 a barrel while US
West Texas Intermediate was
trading at 73.53 a barrel at 6.50
pm IST. Saudi Arabia, top oil
producer, announced that its
output would drop to 9 million
barrels per day (bpd) in July
2023 from around 10 million
bpd in May 2023. The cut is Sau-
di Arabia’s biggest in years.

This comes after Opec (the
Organization of the Oil Export-
ing Countries), which produces
nearly 30% of the world’s crude
oil, decided to reduce the pro-
duetion of crude by 1.16 million
barrels per day from May 2023
until the end of the year. Russia
too said it would curtail a mil-
lion barrels per day until the
end of the year.

“While production volumes
have been cut, crude oil prices
have been under pressure ow-
ing to weaker than expected de-
mand from China and reces-
sionary trends in several
Western economies,” said
Prashant Vasisht, Vice Presi-
dent and Co-Head, Corporate
Ratings, ICRA Limited.

He further said in case crude
oil prices increase upstream
companies like ONGC would
benefit from higher realisa-
tions and cash accruals on
crude oil sales. However the
marketing profits from oil mar-
keting companies would de-
cline or turn to losses depend-
ing upon the extent of rise.

Meanwhile, in India the deci-
sion to cut production by Saudi
Arabia is not going to impact
much on its domestic fuel price.
Petrol and diesel prices have
been on a freeze for a record 14
months now. Prices were last
changed in May 2022, when the
government cut excise duty to
give relief to consumers.
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OPEC+ deal swells risk
of oil price rise: Birol

Reuters
ISTANBUL

The head of the Interna-
tional Energy Agency (IEA)
on Monday said that the
chance of higher oil prices
had increased sharply after
a new pact between pro-
ducers to limit supply.

The OPEC+ group of oil
producers, which compris-
es the Organization of the
Petroleum Exporting
Countries (OPEC) and al-
lies including Russia,
agreed on a new oil output
deal on Sunday.

The prospect of higher
prices has “increased a lot”
as a result of the deal, Fatih
Birol, the IEA’s executive

Fatih Birol

director, told a meeting of
global airline leaders.

Mr. Birol added that
there was an imbalance in
the global oil market in the
second half of this year al-
ready, and that the situa-
tion would worsen after
the latest OPEC+ decision
to reduce oil output.
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OVL rejigs strategy; opts for acquisition
of producing assets in the near term

bl.interview

Richa Mishra
Hyderabad

The much talked about term
todayis “energy security” and
with changing dynamics
globally, companies in oiland
gas exploration business need
tonotonlyhaveahigher level
of riskappetite but also be
mindful of the geopolitical
situation. The situation has
led almostall explorersto
restrategise their business
andin sync with this shift,
ONGC Videsh Ltd (OVL), the
wholly-owned subsidiaryand
overseas arm of ONGC, has
alsoworked aroundits
strategvandis lookingat
acquiring more producing or
near-term producing fields
rather than rank exploratory
ones.

OVL,whichhas major
investments in Russia, is
acutelyaware of the
challenges due to the present
geopolitical environment.
“Weareaware of the
challenges. Keeping in mind
the investments we have
there (in Russia), we are
confident that we can work
with our partnersin order to
maintain asset integrityand
stabilise productionat the
optimum level,” Rajarshi
Gupta, Managing Director,
OVL, said.

Inaquick chatwith
businessline, Gupta shared his
thoughts on the way forward
and that the company would
surelylook keenlyat
exploration acreagesifthe
materiality, fiscal terms,
conditions & stability,and
political situationare
conducive to make these
kinds of long-term
investments. Excerpts:

Most of the oil explorers
have rejigged their

We are in close
collaboration with our
partners in Russia, and
we remain invested in
the country for
synergistic growth in
our quest for energy
security.

RAJARSHI GUPTA,

Managing Director, OVL

investment strategy and
are going for acquiring
producing assets. Has
OVL also reworked its
business strategy?

Our primary business is
Exploration & Production
(E&P). But, with changing
geopolitical dynamics and like
most others, we too had to
relook at our business
strategy, especially from the
standpoint of anticipated
change in the global energy
mix, rapid growth in
renewables, ESG  goals,
besides intrinsic challenges in
the E&P space.

In the exploration business
and for an onshore acreage,
the gestation period from
initial exploration, including

seismic data acquisition,
processing,  interpretation,
drilling, facilities, and

development,  till  the
production and sales stage, is
anywhere between 6-8 years
and for offshore it is 9-12

years,

During this time frame and
in executing the various
processes, if the geopolitical
environment of the
investment changes, there
could be a significant risk.
Additionally, there are risks of
fiscal  instability,  price
volatility, —and  demand
uncertainty, besides other
execution risks.

Agreed, that exploration is
arisk-taking business, butalot
of issues have to be kept in

mind before committing
funds toward large and
long-term investments. Even
today, OVL has 89 active
exploration blocks. But, in
near term it would look at
acquiring stakes in producing
or near-term producing fields.

Adecision onwhether togo
ahead with  exploration
acreage would principally
depend on the subsurface
materiality, fiscal conditions,

geopolitical ~ stability, and
strategic fit which are being
offered, besides the

geopolitical situation in the
larger region. Currently, OVL
owns participating interests
in 32 oil and gas assets in 15
countries.

In FY 2021-22, the
production of oil and oil
equivalent of gas (O+OEG)
was 12.33 million tonne oil
equivalent (MMtoe), which
declined to 10.171 MMtoe in
2022-23. This decrease has
mainly been due to force
majeure conditions in Russia,
extensive floods in South
Sudan, licence expiry in a
producing asset in Colombia
as well as outages in a few
other producingassets.

OVL, which has less than
$100 million of dividend

income lying in Russia
because of Ukraine
conflict, is not in a hurry
to bring it back. You also
mentioned some banking
challenges. What are the
challenges that still
remain?

At present trade between
India and Russiahas increased
and the quantum of proceeds
from the trade has also
commensurately increased.
By comparison, our dividend
amount is modest. OVL gets
dividends on profits made by
the operating consortium
from selling oil and gas
produced from the fields.
Though there do exist some
restrictions on repatriation of
funds, we remain invested and
are optimistic of an early and
satisfactory resolution.

The dividend amount is
parked in our accounts in
Russia and there is no
challenge there. Besides, we
do have major investments in
Russia and need funds to run
our setups there. Therefore,
there is no urgency to move it.
However, in the eventuality
that we do need to move the
funds, then we would need to

look at suitable banking
channels.

We are in close
collaboration  with  our
partners and operator in
Russia, and we remain

invested in the country for
synergistic growth in our
quest for energy security.

Talking about Russia,
what is the status on
Imperial? You were
looking for a technical
partner there? Will you
offer equity in the asset
to the partner?

We are producing from
Imperial. At present, it is
business as usual for us there,
but yes, we were looking at
partners with expertise. In
fact, we progressed on that

frontin 2021 and in early 2022
had reached a fairly decisive
level, but then in between
things came to a standstill due
to a changed geopolitical
scenario.

We are relooking at this
endeavour of bringing in a
suitable strategic partner but
this would take about 12-18
months for fruition. We seek
local partners who have the
technical, operational, and
domain expertise. As regards
how will the partnership work
out, it is still early days, we can
consider from a basket of
options,

How would you evaluate
the present health of
OVL? What are your
plans?
OVL has faced significant
business challengesin the past
year affecting its portfolio
right from geopolitical events,
increased regulatory
oversight, tightening fiscal
regime, unprecedented floods
affecting operations, and
ageing fields which has
reflected in its declining
production.

We are currently in a
consolidation  phase  but
expect to organically grow
over the next 4-5 years by 4.5
MMtoe once our offshore
assets in Mozambique and
Brazil commence production.
We are also very optimistic
about block CPO-5, our
operated project in Colombia
where we believe significant
upsides exist. We have also
obtained  extensions  in
exploration licence periods in
South Sudan, Colombia,
Bangladesh, Myanmar; in
Vietnam, we have had licence
validity of a producing field
extended.

With all these steps we
expect to organically grow our
production number by almost
60 per cent from the present
levelin the next 6 years.
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Recovery Slippery
With OPEC+ Action

India’s interest-rate upcycle can lengthen

A deepening divide between oil-consuming and oil-pro-
ducing countries is forcing the latter to seek price sup-
port through production cuts. This could delay a global
economicrecovery. On Sunday, Saudi Arabia announced
asecond round of cuts after the Organisation of the Pet-
roleum Exporting Countries plus Russia (Opec+) deci-
ded in April to pump less oil, following a G7 plan to cap
Russian crude price. The April announcement propped
up oil prices briefly. But weak demand in the US, EU and
China brought it below the level Opec is comfortable
with. Qil producers are seeking stable prices, and arelik-
ely to pile on the pressure given years of underinvest-
ment in extraction. They claim the low investment is a
fallout of climate commitments by consumingnations.
The West sees Opec+ actions as an overreaction to mo-
netary tightening, vulnerabilities among banks and su-
spension of the US debt ceiling, all
three contributing to raising credit
costs. Opec’s pursuit of stability in oil
prices could force central banks to
s hold interest rates higher for longer.
The discord between oil buyers and
= sellers makes the market more volati-
~ le by affecting reserve holdings and
production from alternative sources such as shale oil.
Emerging economies like India that have less of a voi-
ce in the global energy market face an uncertain recove-
ry path since the outbreak of hostilities between Russia
and Ukraine. They have little recourse as oil and the dol-
lar are weaponised. Increased volatility in crude prices
also introduces new elements into the policy mix. Retail
fuel price movementsare bunching up asIndianrefiners
try to stabilise short-term movements in crude oil rates.
This aids persistence of inflation. Indian interest rates
areextra sensitive to oil prices because of the economy’s
heavy import dependence. This couldlengthen the inter-
est-rate upcycle. Securing cheaper crude from Russia
creates lopsided bilateral trade that needs a settlement
mechanism. Unstable energy prices also affect India’s
ambitious self-imposed targets on carbon emission.
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Registration of CNG vehicles up

Aroosa Ahmed
Mumbai

Compressed Natural Gas
(CNG) vehicles witnessed an
uptick in registrations in May
afteradip in April.

A total of 30,358 CNG
vehicles were registered in
May, compared with 29,376 in
April,according to Vahan data.
“After a sequential dip in April
by 8 per cent (owing to re-
duced supply by OEMs during
the beginning of the fiscal)
CNG vehicle sales grew 10 per
cent sequentiallyin May.

Further, OEM production
will be adjusted to cater to the
rising demand for CNG
vehicles on account of the
price cut. The improvement in
the total cost of operation for a
CNG vehicle versus alternat-
ive fuel types along with the
establishment of more CNG
stations will drive CNG sales
across segments in the near
term,” said Pushan Sharma,
Director - Research, CRISIL

A total of 30,358 CNG vehicles
were registered in May
compared with 29,376 CNG
vehicles in April according to
Vahan data

Market Intelligence & Analyt-
ics. The cumulative sales of
April-May 2023 are up 16 per
cent on year, while the CNG
penetration achieved in April
and May 2023 is similar to that
of Q4 FY23.

CNG PRICE CUT

Indian automobile companies
are also introducing CNG
variants of their vehicle mod-
els, with Tata Motors recently
introducing the Tata Altroz
CNG. This comes after prices
of CNG were reduced on April

6, after the Cabinet committee
approved the new plan for do-
mestic natural gas pricing.
The retail sales of CNG pas-
senger vehicles increased 40.7
per cent, despite price rise in
FY23, according to CareEdge
Ratings. “We believe that in
the medium term, CNG
vehicles will continue to see
sustained strong demand
growth, notwithstanding the
price rise witnessed in FY23,”
said Yogesh Shah, Senior Dir-
ector, CareEdge Ratings.
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Saudi Arabia’s oll production cut
to delay price revision in India

Saudi on Sunday announced cuts of 1 mn bpd in oil output starting July,
while rest of OPEC+ producers agreed to extend earlier cuts in supply

OUR CORRESPONDENT

NEW DELHI: Saudi Arabia’s
announcement to reduce how
much oil it sends to the global
economy may arrest the fall in
international oil prices, delay-
ing revision in fuel prices in
India, industry sources said.

Saudi Arabia on Sunday
announced cuts of 1 million
barrels per day in oil output
starting July, while the rest of
the OPEC+ producers agreed
to extend earlier cuts in supply
through the end of 2024.

The decision led to oil
prices rising by more than $1 a
barrel on Monday. Brent crude
futures were at $77.64 a bar-
rel, up $1.51, or 2 per cent, in
early morning trade after hit-
ting a session-high of $78.73 a
barrel.

US West Texas Interme-
diate crude climbed $1.41, or
2 per cent, to $73.15 a barrel,
after touching an intraday high
of $75.06 a barrel.

This spurt will reverse the
softening in rates witnessed
in the basket of crude oil that
India imports. The Indian bas-
ket was hovering around $72
per barrel in the last few days

This spurt will reverse the softening in
rates witnessed in the basket of crude oil
that India imports. The Indian basket was
hovering around $72 per barrel in the last
few days and had brightened prospects
of a cut in petrol and diesel prices

and had brightened prospects
of a cut in petrol and diesel
prices.

“Public sector oil compa-
nies had been recouping losses
they incurred for holding rates

when crude oil prices shot
through the roof. Last month,
international oil prices and
retail pump rates had come at
par. But now with the prices ris-
ing, the difference between cost

and retail prices will reappear,”
an industry official said.

India imports 85 per cent
of its oil needs and its fuel pric-
ing is indexed to international
rates.

Petrol and diesel prices have
been ona freeze fora record 14
months now. Petrol costs Rs
96.72 per litre in the national
capital and diesel comes for Rs
89.62 a litre.

State-owned fuel retailers
are supposed to revise petrol
and diesel prices daily based
on a 15-day rolling average of
benchmark international fuel
prices but they haven’t done
that since April 6, 2022,

Prices werelast changed on
May 22, when the government
cut excise duty to give relief
to consumers from a spike in
retail rates that followed a surge
in international oil prices.

Jim Burkhard, Vice Pres-
ident and Head of Research
for Oil Markets, Energy and
Mobility, S&P Global Com-
modity Insights, said “much
will depend on how the market
reacts to this reduction in light
of demand and supply expec-
tations, and market sentiment
about wider issues, including

the trend of the world econ-
omy, interest rates, and geopo-
litical events.”

S&P Global Commodity
Insights estimates the cut will
lower Saudi Arabia’s crude oil
production from 9.9 million
barrels per day in June to 8.9
million bpd in July.

“The latest Saudi cut is
unilateral whereas the one
announced before this in April
was in coordination with sev-
eral countries. Before that, in
2021, Saudi Arabia did cut on
a unilateral basis as it has done
on occasion in the past”

The oil market faces head-
winds from an uneven re-
opening of China’s economy,
US banking problems, high
interest rates, and strong oil
production growth outside of
OPEC+ including from the
United States, Canada, Brazil,
Norway and Guyana.

“In terms of world oil
demand and supply fundamen-
tals, the cut will likely expand
a previously expected supply
deficit in the third quarter of
this year. Prices have been weak
lately and the impact of this
cut remains to be seen,” Bur-

khard said.
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Saudi move may dash

fuel price cut hopes

Global Daily Oil Supply Could Drop 4.5% |
Indian Cos Likely To Maintain Pump Prices

Sanjay.Dutta@timesgroup.com

New Delhi: Saudi Arabia’s
decision to voluntarily redu-
ce oil production further
from next month will once
again pour cold water over
consumers in India hoping
for an early reduction in fuel
prices as the average cost of
crude has dropped 35% in
the last11 months.

Saudi Aramco followed
up by raising the OSP (offici-
alselling price)for July ship-
ments to Asia, Europe and
America, indicating that the
grouping’s largest oil produ-
cer is willing to go solo to
bump up prices.

The Saudi decision, an-
nounced after a fractious
meeting of the Opec+ grou-
ping on Sunday, pushed
benchmark Brent to $78 per
barrel on Monday before
settling1% higherat $77.

Riyadh had on April 3
spooked the oil market by an-
nouncing a voluntary cut of
a million barrels per day
(bpd), while others were to
pare output by 0.6 million
bpd. That decision had pus-
hed Brent up $9 to above 387,
which has since dropped to
$70s inrecent weeks.

The latest reduction co-
mes on top of the existing
production cut of 2 million
bpd (barrels per day) and a
1.6 million bpd voluntary
cut announced by the grou-

ping in April. Altogether,
they will amount to 4.6 mil-
lion bpd, or 4.5%, less for
the world.
Thiswillleaveabiggap if
the International Energy
Agency’sprojection of oilde-
mand rising to over 103 mil-
lion bpd, up 2.2 million bpd
from current level, comes
true. Others are, however, so-

state-run retailers are likely
tohold pumpratesinstead of
reducing them to pass on the
benefit of lower oil prices.
Petrol and diesel prices have
been frozen since May 22 last
year after the Centre redu-
ced excise duty on petrol and
diesel to cushion consumers
as the Ukraine conflict sent
oil prices surging.

ON A SLIPPERY WICKET
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unding increasingly cautio-
us in view of growing con-
cerns over global economic
growthand oil demand.
India is wvulnerable to
high oil prices or market vo-
latility as it depends on im-
ports to meet 85% of its cru-
de requirements. The latest
Saudi move and reports of
rift within Opec+ over the is-
sue will keepthe oil price pot
boiling and induce volatility.
In such a scenario, the

Declining oil prices have
made petrol and diesel profi-
table for retailers, earlier
running up losses due to a
freeze on pump prices amid
elevated crude. Privateretai-
lers Jio-BP and Rosneft-pro-
moted Nayara have cut
pump prices but the state-
run retailers continue to
hold on to recover past los-
ses. The latest Saudi move
may give them a reason to
carryonasitis.
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INVESTOR INTEREST to be dull until greater clarity emerges on oil price dynamics, say analysts

Saudi Move to Cut Crude Output
Pulls OMC Stocks Down Further

Our Bureau

Mumbai: Investor appetite for oil
marketing companies (OMCs) may
subside in the near term after Saudi
Arabia — the largest producer of oil
— adhered to more production cuts,
causing global crude prices to spike
near $80 a barrel. Analysts said the
spike in crude prices beyond $80 co-
uld start impacting the margins of
these companies.

Shares of state-owned OMCs retrea-
ted forthe second straight day. Bharat
Petroleum Corp (BPCL) ended nearly
1% lower at the end of Monday'’s tra-
dingafter fallingas much as1.4% ear-
lier in the session. Shares of Indian
0Oil Corp (I0C) and Hindustan Petro-
leum Corp (HPCL) also settled lower
afterfalling1-2%.

“There is a lot of uncertainty with
respecttoglobal growth ratesand the-
refore demand and supply of crude
0il,” said Deepak Jasani, head of reta-
il research, at HDFC Securities.
“OMCs may remain under pressure

Prospects Uncertain

Company Current Last Close
Price (k) Change (%)

Chennai Petro 376 B 104
BPCL 357 il -085
HPCL 257 i -060
10C 89 ]-039
ONGC 155 0421
RIL 2,480 101
Qil India 255 200 W
Asian Energy 12 3708
HOEC 197 574

until more clarity on the dynamics of
crude oil emerges.”

On Monday, Brent crude futures ro-
se 2.5% to touch $78 a barrel. In the
past four sessions, Brent crude is up
nearly 7%.

This is after Saudi Arabia anno-
unced further cuts to its oil produc-
tion. From July, its oil output will

drop to 9 million barrels per day
(bpd) from around 10 million bpd at
the end of May.

As the outlook for OMCs remains
uncertain and is more dependent on
global events, analysts even flagged
concerns about crude oil touching
$100 a barrel on the back of consistent
and timely production cuts by the

members of the Organization of Pet-
roleum Exporting Countries(OPEC),
a cartel of oil-producing nations, as
well as the decline in US oil rigs.

These cuts could result in large
supply deficits in the second half of
calendar 2023, they said.

“More broadly and medium term,
my view is oil is in the foothills of a
multi-year boom price cycle,” said
Bob McNally, founder and president
of Rapidan Energy. “Only a recession
candelayit.”

MecNally says Sunday's production
cuts by Saudi Arabia will exacerba-
te supply deficits. At the same time,
he expects the US economy to turn
weaker, which will keep oil pricesin
arange. “Itall dependson theunder-
lyingeconomy;” he said.

At home, Jasani sees limited upside
inoil refineries despite favourable va-
lnations and attractive dividend yi-
eld. However, he remains doubtful if
crude oil prices will sustain at higher
levels despite repeated cuts by top oil
exporters against a backdrop of ble-
ak global growth outlook.
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Saudi oil production cut
gamble unlikely to pay off

Saudi Arabia on Sunday
unilaterally announced it
will reduce output by
10% inJuly. Itis a clear
departure from its vow
that it will intervene in the
markets only in concert
with OPEC bigwigs.
Coming on top ofcutsin
May and June, which only
included a handful of
OPEC nations rather than
the whole group, it would
reduce Saudioutputto 9
million barrels a day.
BecauseRiyadh is
forfeiting so much
production, unless prices

SAUDIS GO SOLO

rally over the next few
days, itwouldend giving
upanenormous amount
of petroleum revenue.
Everyone else inside the
OPEC+ alliance would
reap the benefits, reports
Bloomberg. To keep
earnings unchanged,
Riyadh needs oil to surge
by more than $10 a barrel
to offsetthedropin
production from April to
July. Brent crude futures
on Monday were up
$1.00,0r1.3%,at$77.13 a
barrel by 11:05am EDT
(1505 GMT).

Rivadh has promised to pump just 9 million barrels a day in fuly, a level
unusually low in recent memory, in an effort to tighten the market
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We reduced citys pollution by 30%: Kejriwal

Addressing Paryavaran Sammelan, CM
says Delhi only city where air quality
improved without slowing down of speed
of development; BJP rubbishes claim

STAFF REPORTER m NEW DELHI

hief Minister Arvind

Kejriwal on Monday
claimed that his Government
has succeeded in reducing the
city’s PM levels by around 30
per cent thus improving the air
quality from ‘poor’ to ‘good.
During his address at
‘Paryavaran Sammelan, at
Thyagaraja Stadium,
Minister Arving Kejriwal said
Delhi is only city where pollu-
tion levels have got better with-

out slowing down the speed of

development and develop-
mental activities.

“Compared to 2016, in
2022, there has been a reduc-
tion of 30% in PM 10 and PM
2.5 levels in the city over the last
7 years,” he said. In his address,
the Chief Minister also said that

the tree cover percentage (of

total land area) in the city has

Chief

risen to 23 per cent today
from 20 per cent in 2013.

Meanwhile, Leader of

Opposition in Delhi Assembly,
Ramvir Singh Bidhuri, in a
statement, dismissed Kejriwal
claiming credit for reducing
pollution in the national capi-
tal. The BJP leader alleged that
the u)ndltion of Delhi’s roads
is “very poor”, and the deteri-
orating state of public trans-
portation is contributing the
most to pollution.

“The Government has not
taken any steps to clean the
Yamuna river. If pollution has
decreased in Delhi, it is only
possible due to the efforts of the
Central Government,” Bidhuri

claimed. “In Delhi, the pace of

development has not gone
down in the last eight vears.
Schools, hospitals and flyovers
are being constructed,” said
Kejriwal  while addressing

Delhi Chief Minister Arvind Kejriwal addresses during the ‘Paryavaran Sammelan’
on the occasion of World Environment Day, at Thyagaraj Stadium in New Delhi on

Monday

Ranjan Dimri | Pioneer

Paryavaran Sammelan, adding
work on development has
taken place at a swift pace.
“But, the pollution level has
dipped in this period,” he said.
Sharing data, he said in 2016,
on 26 days, pollution level was
‘very bad’ when the city was
“akin to a gas chamber” with
grey skies and bad air. In 2022,
only six such days were there,
he said. In 2016, on 109 days,
pollution level was ‘low with
clear sky" and ‘very good air
outside, but in 2022, the num-

ber of such days were 163, he
said. The Chief Minister high-
lighted the various initiatives
undertaken by the Delhi
Government to combat pollu-
tion, including tree transplan-

tation, the implementation of

Piped Natural Gas (PNG) in
industries, and the utilisation of
Real-Time Source
Apportionment Technology.
Moreover, the government has
identified and is actively work-
ing on 13 pollution hotspots in
the state. These multifaceted

interventions underscore the
Government’s unwavering
commitment to curbing pollu-
tion and safeguarding the
health and well-being of Delhi%s
residents.

Kejriwal, in his address,
said it has been 50 years of
Waorld Environment Day cele-
brations. And, in these 50
years, pollution has “increased
in every city, village and local-
ity’, but it has gone down in
Delhi, “as we have worked
with 2 crore people of the city
and taken a number of mea-
sures to mitigate pollution” In
an impassioned plea, he called
upon the people of Delhi to
transform the fight against
pollution into a ‘jan andolan’
{(people’s movement).

“An area of around 5,000
acres is within cultivation in
Delhi and all the farmers here
now use this liquid that elimi-
nates the need to burn stubble.
Therefore, none of this pollu-
tion now originates from
Delhi,” he said. The event was
attended by Delhi Environment
and Forests Minister Gopal
Rai, local legislators, and other
senior officials of the depart-
ment.
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