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‘Saudi supply squeeze can leave oil market short by 3m barrels’

—
Bloomberg

Global oil markets face a sup-
ply shortfall of more than 3
million barrels a day next
quarter — potentially the
biggest deficit in more than a
decade — as Saudi Arabia ex-
tends its production cuts.

The latest data published
by the Organization of Petro-
leum Exporting Countries
show why the kingdom’s sup-
ply squeeze, amid a period of
record demand, has sent oil
prices surging beyond $90 a
barrel in London. Riyadh an-
nounced last week it will ex-
tend an extra 1 million-bar-
rel-a-day output reduction
until the end of the year, even
though markets are already
tightening,

World oil inventories, hav-
ing depleted sharply this

quarter, are set for an even
steeper drop of roughly 3.3
million barrels a day in the
next three months, forecasts
published ina report from the
OPEC indicated on Tuesday.

If realised, it could be the
biggest inventory drawdown
since at least 2007, according
toa Bloomberg analysis.

INFLATIONARY PRESSURE
The kingdom’s hawkish
strategy, aided by export re-
ductions from fellow OPEC+
member Russia, threatens to
bring renewed inflationary
pressures to a fragile global
economy. Diesel prices have
surged in Europe, while
American airlines are warn-
ing passengers to brace for in-
creased costs.

It could even become a
political issue for US Presid-
ent Joe Biden as he prepares
for next year's reelection

TOUGH TIMES. The kingdom’s hawkish strategy, aided by

export reductions from Russia, threatens to bring renewed
inflationary pressures to a fragile global economyare

campaign, with national gas-
oline prices nearing the sens-
itive threshold of $4 a gallon.
The White House has said the
Saudi move doesn’t complic-
ateits economic efforts.
OPEC’s 13 members have
pumped an average of 27.4
million barrels a day so far
this quarter, or roughly 1.8

million less than it believes
consumers needed, accord-
ing to the report. If the organ-
isation keeps output un-
changed, as group leader
Saudi Arabia has signaled it
plans to do, the gap between
supply and demand will al-
most double in the final three
months of the year. OPEC es-

timates it needs to provide
30.7 million barrels a day in
the fourth quarter to satisfy
consumption.

The report largely kept es-
timates for global demand
and supply this year and next
unchanged. OPEC and its al-
lies are due to meet on
November 26 to review pro-
duction policy for the vyear
ahead. While the supply tight-
ening engineered by the
Saudis reflects the sway the
kingdom still holds over en-
ergy markets, the Interna-
tional Energy Agency on
Tuesday served a reminder of
how that grip could be
weakened. As consumers
shift to renewable energy to
avert catastrophic climate
change, “we may be witness-
ing the beginning of the end
of the fossil fuel era” with de-
mand reaching its peak this
decade, the IEA said.
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‘Biofuels alliance could help
700K farmers, clean the air’

RituraB
NEW DELHI

uah&Utpal Bhaska

he recently launched Global
Biofuels Alliance willwork on
the definition and specifica-
tion of biofuels, and also
increase international coop-
eration through a virtual marketplace,
said Union petroleum & natural gas
minister Hardeep Singh Puri. The alli-
ance waslaunched on 9 Septemberwith
19 countriesand 12 international organi-
zationsagreeing to join. In an interview,
Puri said India would increase its pro-
duction of biofuels going ahead.

On the likelihood of a reduction in
petrol and diesel prices, the minister
said retail fuel prices depend on several
factorsincludingthe costoffuel, freight
and insurance. He reiterated that non-
BJP state governments have not yet
loweredvalue added tax, while the Cen-
tre haslowered the excise duty twice in
the last two years.

Edited exeerpts:

In 2018, India banned trading of
biofuels. Will the restriction be
lifted as the biofuels alliance has
beenlaunched?

What the biofuels alliance will do, it
willfirst of all have adefinition. If a bio-
fuel is sustainable, if it's
green then you would
have to get your defini-
tion on that. You'll have
to deal with issues like technical stan-
dards, you'll have to deal with which
specification, testing, the whole gamut
ofissues. What would you have traded in
2018. The ethanol production which
started in 2005-06, reached 1.5% in
2014. The total ethanol production and
procurement was 380 million litres. Out
of 380 million how much one would
sell? In 2014, you set a target of 8 years

INTERVIEW

for 10% blending. Today, you have
reached 12%, you are procuring 5.62 bil-
lionlitres of ethanol and | billion litres of
biodiesel. It totals 6.62 billion litres.

Ourassessment was, when the initial
10% blending target was for 8 yearstill
2022, the target for the next 10% was
another 8 yearstill 2030, and in thatwe
would need 10 billion
litres.

What will be the
wider impact?

In terms of fossil fuels also, it is said
that India isanimporter. Indiaisalsoa
major exporter of refined products of
petchems, etc. Soalllam coming back to
say is, when you set up something like
the biofuels alliance, you willbe notonly
increasing yourproductionin India, you
will be havingan international coopera-
tion which we are planning toget done
throughavirtual marketplace. You will

Jjoineverybody, join hands. The existing
biofuel producers would be enthused.
Because today the government hassaid
we are ready, we want to give bio-
fuelsa push.
Thiswould acceler-

3

500,000 farmers. If the mandate is
made for 5% blending, it will benefit
700,000 farmers. Thisisall very clear.
This will benefit farmers, and the engine
manufacturers. The toxicity would be
reduced, and the air will be less polluted.
Will this rule will be changed any-
timesoon?

Not yet, you don’t need to do it yet,
vou need to firstachieve your 20%.
Saudi Arabia and Russia havesofar
notjoined the alliance...

Ifyour question is will fossil fuel pro-
ducers oppose it, (it’s) not correct.
Today, even if you take an optimistic
view your market on biofuels will be a
couple of hundredbilliondollars, com-
pared to the (far bigger) market on fossil
fuel. But my view is that as you go
towards enhanced blending,..if vou
have apolicywhich encourages biofuels
you are saving on expenditure and
imports.

You are helping the cause of transi-
tion, the fight against climate change.
And a series of other things happen
automatically. Ifthey come around its
good. Otherwise, the UAE isalready
there. A lot of the con-
suming countries are

ate the energy transi- Today Fhe government  here,
tion journey. This has said we are ready. When do you
I:r;]rlluc‘cs your import We want to give thinkretail ﬁg‘lpl‘i;
bills. ; ; cesmay come down?
In the nine years biofuels a push. This The cost of produc-
India has produced would accelerate tion at the source is a
biofuels, India has energy transition veryimportant factor..,
saved 373,000 crore, Hardeep S Puri I think insurance and
h’(‘-cmlf(' ofr which Ui patroleum &naturs) f‘rmghrt cvosts could
farmers have been gas minister come cdown.

given 376,000 crore.

Any other bene-
fits?

If1% sustainable aviation fuel is man-
dated, then we would need 140 million
litres more. It would also benefit

By the way, opposi-
tionstatesare not talk-
ingabout lower petrol, diesel prices as
the price is higher in those states by
10-11.
riturgj.barual@livemint.con



INDIAN EXPRESS, Delhi, 13.9.2023

Page No. 15, Size:(19.84)cms X (6.24)cms.

Double whammy: High inflation, falling consumer sentiment

UDIT MISRA
NEW DELHI, SEFTEMBER 12

THE NATIONALStatistical Office released the
retail inflation data for August on Tuesday.
At 5.8%, retail inflation has moderated from
T4%in July.

Retail inflation is the inflation rate {or the
rate at which the general prices increase) ex-
perienced by average consumers. Typically
itis calculated on ayear-on-year (YoY) basis.
Inother words,a 6.8% inflation rate in August
implies that the general price level (a com-
posite of food prices, services prices, etc.) fac-
ing the consumers was 6.8% higher than in
August 2022,

Ideal level of inflation

For agrowing economy like India, a4%in-
flation level is considered ideal. This level of
inflation is high enough toincentivise produc-
ers —because they can make adecent profit —

while not burdening consumers much.

As a result, by law, India's central bank,
the Reserve Bank of India, is required to tar-
get an inflation rate of 4% and it hasbeen
givenaleewayof two percentage pointsei-
ther side. So RBI's comfort zone is 2% to 6%
while its target rate is 4%

Seen from this prism, 6.8% is outside
RBI's comfort zone and will likely crimp
consumer demand.

Significance of food inflation

For a country like India, where a huge
population struggles to earn enough to eat,
inflation in food prices is of critical signifi-
cance. Since a large portion of people's in-
come is spenton food, higher food inflation
affects consumer behaviour more.

Inflation infood prices wasas high as 9.9%
in August. InJuly, it was 11.5%. Food items ac-
count for46% ofthe total “consumerprice in-
dex(CH)"and,as such, high food inflation of-
ten pulls up the overall or headline inflation. If
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one takes away thefood inflation component,
then August's inflation would be 4.8%.

Impact of LPG price cut

TheCentreannounced acutin cooking gas
price by Rs 200 per cylinder with effect from
August 30. This will benefitalithe 330million
domesticLPG consumers in India, 103.5 mil-
lion ofwhom are beneficiaries of the Pradhan
Mantri Ujjwala Yojana (PMUY).

According to the Centre for Monitoring
Indian Economy's (CMIE) Consumer Pyramids
Household Survey, in 2022-23, onan average,
Indian familiesspent Rs 8,500 on cooking fuel.
The Rs 8,500 assumes the annual use of six
LPG cylinders on an average.

So as a proportionof the expenditure on
cooking fuel, the cut was expected to bring a
relief of 14%, However, the expenditure on
cookingfuels accountsforonly 4.8% ofhouse-
holds'consumptionexpenses. As such, the net
impact of the LPG price cut on average family
budgets was less than 1% (0.7% to be precise).

Consumer sentiment
Indians have been strugzling with high

retail inflation forawhile. As the chart shows,
retail inflation has often been above 6%. The
latest surge, however, is coming at a bad time.

That's because consumer sentiment has
started falling just at the time when Indiaen-
ters the festive season. According to the
CMIE's Economic Outlook, consumer senti-
ments, which had beenrising since January,
fell by 1.5% in August. This can have areal im-
pacton the economy and Indian businesses
that are gearing up to make the bestsales of
the year.

One of the key constituents of CMIE's
consumer sentiment index is the intention
to buy consume rdurables (readcars, TVsand
other home appliances). Data shows that this
intention had been negative for rural India
for the past three months and has now gone
below zero for urban India as well.

According to Mahesh Vyas, the CEQ of
(CMIE, the main reason for souring sentiment
is family incomes fadng headwinds.

“The proportion of households who said

their incomes were higher than ayear ago...
(is) stalled at around 30 per cent for five
monthstill August 2023, Such stagnation has
notbeen seen any time earlier in the past two
years, whichis the post- pandemic recovery
period,” said Vyas ina research note. For per-
spective, it is noteworthy that be fore the pan-
demic, between 32 and 36% of the respon-
dents said their incomes were higher thana
year ago.

But it is ot just the stagnation in per-
ceived incomes that may be dragging senti-
ments, Vyas also found a rise in pessimism
regarding future incomes.

*“The proportion of households that said
theyexpect their householdincome torise a
year into the future fell from 25.6% in July
2023 to 23.7% in August; this is the lowest
proportion since March 2023, Further, the
proportion thatsaid they expected their in-
comes to fall a year later rose from 15.3% to
17.7%, also the highest in the last three
months,” he stated.
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Fossil fuel demand to
peak this decade: IEA
I

Paris: World demand for oil, gas
and coal is forecast to peak this
decade for the first time as the
use of cleaner energy and
electric cars accelerates, the
International Energy Agency’s
chief wrote on Financial Times.
The IEA’s annual World Energy
Outlook, due out next month,
will show that “the world is on
the cusp of a historic turning
point”, wrote executive
director Fatih Birol.

The shift will have implications
for the battle against climate
change as it will bring forward
the peak in greenhouse gas
EMISSIoNS. AFp
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Global Demand for
0il, Gas to Peak
This Decade: IEA

Paris: For the first time, world de-
mand for oil, gas and coal is fore-
cast to peak this decade due to the
“spectacular” growth of cleaner
energy technologies and electric
cars, the International Energy
Agency’s chief said Tuesday. The
IEA's annual World Energy Outlo-
ok, due out next month, will show
that “the world is on the cusp of a
historic turning point”, executive
director Fatih Birol wrote in a co-

lumn in the Financial Times.
The shift will have implications
for the battle against

climate change as it
@ will bring forward the

peak in greenhouse

gas emissions, Birol

said. “Fossil fuels will
be with us for many years to come
— but looking at our numbers, we
may be witnessing the beginning
of the end of thefossilfuel era,” Bi-
rolsaid in separate commentsrele-
ased by theIEA.

Birol said the change is mostly
driven by the “spectacular
growth” of clean energy technolo-
gies and electric vehicles, along
with structural changes in the Chi-
nese economy and the fallout from
the energy crisis. AFP
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[LPG subsidy will
hurt the exchequer

The price cut especially for non-ujjwala beneficiaries was avoidable. Tt will

or several decades, it has been a

common practice for govern-

ments to make decisions based on

political expediency ignoring eco-

nomic considerations. The incum-
bent Modi - dispensation has tried to
change this practice but he too has fallen
back to business as usual. One such area is
the LPG subsidy.

On August 29, 2023, the Union Cabinet
approved a reduction in the price of
domestic cooking gas by Rs 200 per cylin-
der (14.2 kg) effective from August 30, 2023.
De jure, the price of LPG is deregulated.
How could the government decide on it?
The reason is sale of LPG for household
consumption is made by the three major
oil marketing PSUs - Indian Oil
Corporation (IOC), Bharat Petroleum
Corporation (BPCL) and Hindustan
Petroleum Corporation (HPCL) which
are majority-owned and controlled by the
Centre. So, the latter can give orders to the
former.

The benefit of a price cut will be avail-
able to all the 330 million domestic con-
sumers of LPG. They will now pay Rs 903
per cylinder (in Delhi) down from the exist-
ing Rs 1103 per cylinder.

Out of 330 million domestic HHs, 96
million are covered under the Pradhan
Mantri Ujjwala Yojna or PMUY (under this
scheme, the Centre provides free gas con-
nection). They were already getting a sub-
sidy of Rs 200 per cylinder for up to 12 refills
per year. They will now pay Rs 400 less than
the market/cost-based price or Rs 703 per
cylinder in Delhi. Meanwhile, the govern-
ment will provide an additional 7.5 million
connections under PMJY, taking the total
number of beneficiaries to 103.5 million.
The Centre giving subsidies to all HHs (and
more to Ujjwala Yojna beneficiaries) is out
of sync with the policy signals it had start-
ed giving from January 2015.

Subsidy on LPG is the excess of its cost
of supply - it is made up of the refinery-
gate price or RGP (taken as import parity
price or IPP and export parity price or EPP
in the ratio of 80:20), freight, marketing
costs, marketing margin, dealers’ commis-

sion, and taxes and duties - over the price *

IN THE PAST, A
SUBSIDY
WAS GIVEN
TO ANYONE
WHO HAD

AN LPG
CONNECTION.
[T WENT

TO ALL AND
SUNDRY
INCLUDING
THE RICH

(The writer is a
political analyst, views
are personal)

paid by the beneficiary. It ought to
be given only to those HHs who are
poor and cant pay the cost-plus
price. Moreover, it should be with-
drawn when the beneficiaries stand
on their own.

In the past, ignoring these car-
dinal principles, the subsidy was
given to anyone who had an LPG
connection. It went to all and
sundry including the rich. The
poor who alone should have got it
sat at the bottom. According to the
Economic Survey (2015-16), only
0.07 per cent of LPG subsidies in
rural areas went to a fifth of the
poorest households. In urban areas,
the poorest fifth got only 8.2 per
cent.

A lot of subsidies went to fake
beneficiaries or the diversion of
stocks (albeit subsidized) of LPG
cylinders to hotels, restaurants, and
other commercial users.

Despite lacking sound justifica-
tion, sheer populism drove politi-
cians to give subsidies. They found
ways to give it without taking the
burden on the Centres balance
sheet (BS). Initially, the subsidy on
LPG (besides petrol, diesel, and
kerosene) was cross-funded/subsi-
dized by charging more on the sale
of other products such as fuel oil,
LSHS, naphtha, ATE, etc. hence, no
burden on the budget, In 2002-03,
the Vajpayee-led NDA government
ended the above system and decid-
ed to give subsidy on these products
directly from the budget with an
intent to eventually disband them.
The UPA government which took
charge in 2004, even while contin-
uing with the subsidized sale, used
disingenuous methods such as the
issue of oil bonds to PSUs, and the
sale of domestic crude by ONGC
and OIL, etc. at a discounted price
to IOCL/BPCL/HPCL to fund it.

In June 2010, petrol was decon-
trolled followed by diesel in
November 2014. As for LPG, the

serve no purpose and will be a drain on already strained oil comp

Kelkar Committee recommended
the removal of 25 per cent of the
subsidy in 2012-13 and 75 per cent
in the following two years. Modi
Government which took charge in
May 2014, started acting on it but
in a calibrated manner.

On January 1, 2015, it launched
a direct benefit transfer (DBT) of
subsidy. Under DBT, oil PSUs deliv-
er the cylinder to the beneficiaries
ata full cost-based price and follow
it up by depositing a subsidy in the
beneficiary’s account. In turn, they
claim reimbursement of the subsidy
amount from the Centre. This has
helped in eliminating fake benefi-
ciaries and curbing misuse that was
inherent in the erstwhile system
wherein subsidy was embedded in
the price. In June 2020, the govern-
ment stopped giving subsidies. Was
this a conscious policy decision?

This wasn't the case or else it
would not have made a provision for
it in the budget for 2020-21 being
Rs 36,000 crore. The reality is that
in that year, there was a steep
decline in international prices (due
to the COVID-19 pandemic) lead-
ingtoafall in price to Rs 600 a cylin-
der even on a cost-plus basis; hence
subsidy support wasnt required.
The budget allocation was used
largely to clear past dues of oil PSUs
and provide free gas connections
under PMUY.

During 2021-22 when the inter-
national price rose due to waning
COVID and demand revival, the
retail price of LPG zoomed to over
Rs 900 per cylinder. This led the
government to restore subsidies, but
only for PMUY beneficiaries - a
move that protected the poor while
denying subsidies to the rest. It spent
Rs 14,000 crore during that year.
During 2022-23, it spent Rs 9,170
crore on those under PMUY. But,
these numbers don't give the full
picture.

From June 2020 to June 2022,

{
LS

UTTAM GUPTA

anies

2

the government had asked the trio
namely [OCL/BPCL/HPCL to sell
LPG ata price below cost and gave
them a one-time grant of Rs 22,000
crore to compensate for the losses
incurred. This was nothing but sub-
sidy (albeit *hidden’) given to alland
sundry, and not just PMUY bene-
ficiaries. This was a retrograde
move and the retrogression is being
continued during 2023-24.

In the Budget for 2023-24,
Finance Minister Nirmala
Sitharaman kept the budget estimate
(BE) for LPG subsidy at a mere Rs
2,257 crore. With the subsidy at Rs
200 per cylinder, outgo on an aver-
age of 4 fills in a year per beneficia-
ry comes to Rs 800. For 96 million
PMUY beneficiaries, the subsidy
requirement would be Rs 7,680
crore annually. The shortfall will
have to be made up by seeking sup-
plementary authorization from the
Parliament.

But the real prick comes from
the Cabinet’s decision to reduce the
price by Rs 200 per cylinder for all
330 million HHs. Taking 4 fills per
HH, the annual burden comes to Rs
26,400 crore. Since the decision is
effective from August 30, 2023, for
the remaining seven months, the
outgo would be Rs 15,300 crore.

The international price of crude
is on the rise. Already, the price of
the Indian crude import basket has
increased from around US$ 75 per
barrel in June 2023 to USS 90 per
barrel currently. This has led to a
corresponding increase in LPG
price as the two are linked. Given
the cost-plus price going beyond Rs
1103, there will be pressure to give
more subsidies to keep the voters
happy. The Centre could end up giv-
ing well more than Rs 25,000 crore
during the current year! The price
cut especially for non-Ujjwala ben-
eficiaries was avoidable. But, thanks
to competitive populism, even Modi
has drifted.
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Oil marketers on slippery turf as
high crude prices trim margins

BLEAK SCENE. With no scope for retail price hike in near term, second half could be tough

L]
Janaki Krishnan
Mumbai

Oil marketing companies find
themselves in a spot as oil
prices have trended higher
over the past few weeks, with
little prospect of raising retail
prices in the medium term, at
least until the general elec-
tions next year.

Higher oil prices and higher
cracks, which have led to un-
der-recovery, point to a tough
second half of FY24 for them.

In the week to September
10, refining benchmarks had
declined 15 per cent to $10.3 a
barrel, accompanied bya mod-
est increase in marketing mar-
gins; however, margins have
decreased sharply in the cur-
rent quarter to date, Nomura
said in a note on the sector. It
observed that OMCs are re-
cording under-recoveries of
5.6 a litre on the sale of auto
fuels.

PRODUCTION CUTS

Last week, OPEC leaders led
by Saudi Arabia and Russia, ex-
tended their oil production

recording under-recoveries of ¥5.6 a litre on the sale of auto fuels

cuts, leading to an immediate
hike in oil and fuel prices. With
both countries extending their
production cuts till the end of
2023, the situation is likely to
remain tight till then. Oil
prices have moved up to $90 a
barrel in recent weeks. Fuel
crack margins — the differ-
ence between oil prices and
petroleum products — are
higher, and this is likely to hurt
OMCs, as retail prices are
frozen.

“Oil prices can get firmer in
the shor-term. With key elec-
tions not far away, retail price
hikes are unlikely,” according
to a note by Kotak Institu-

tional Equities. It added that
inventory gains are likely to
help the OMCs in the current
quarter, but the second-half
will be tough if oil prices re-
main firm. The broker has a
‘reduce’ rating on the public
sector OMCs — BPCL, HPCL
and 10C.

At the retail level, India is
grappling with high food infla-
tion and the government has
totreadatricky pathin reining
in inflation, while ensuring
that fuel prices do not get out
of control ahead of the elec-
tions.

US investment bank Jeffer-
ies said diesel marketing mar-

gins are deep in the red, as the
production cuts coincide with
20-year-low oil inventories in
the US.

DIESEL MARKETING
OMCs benefited from low oil
pricesat the start of 2023, with
margins of ¥8-10alitre. Witha
rise in oil prices, those gains
have diminished, while mar-
gins on petrol have fallen to
less than half, they are making
marketinglosses on diesel. Jef-
feries said. HPCL s likely tobe
worst affected as it has the
most adverse marketing-to-
refining ratioamong the pack.

In India, with retail prices
steady, fuel consumption has
also been above pre-Covid
levels. In August fuel con-
sumption was at 18.6 million
tonnes, up 6.5 per cent on year,
and more than 3 per cent
higher on pre-pandemiclevels.

Another area of concern for
OMC:s is higher capex as they
allocate more towards achiev-
ing zero emission targets. Cu-
mulatively, they are expected
to spend around ¥4-lakh crore,
but the return ratios will likely
be lower, said Jefferies.
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OPEC data show 3-mn-bbl/day shortfall on Saudi supply cut

GRANT SMITH
September 12

GLOBAL OILMARKETS facea sup-
ply shortfall of more than 3 million
barrelsadaynext quarter — poten-
tially the biggest deficit in more
than a decade — as Saudi Arabia
extends its production cuts,

Thelatest data published by the
OPEC showwhy the kingdom's sup-
plysqueeze,amid aperiod of record
demand, has sentoil prices surging
beyond $90 a barrel in London.
Rivadh announced last weelk it will
extend anextra 1 million-barrel-a-
day output reduction until the end
of theyear, even though marketsare
already tightening,

World oil inventories, having
depleted sharplythis quarter,are set
for an even steeper drop of roughly
3.3 million barrels a day inthe next
three months, the Organization of
Petroleum Exporting Countries
indicates in its September Report
published on Tuesday.

Ifrealised, it could be thebiggest
inventory drawdown since at least
2007, according to a Bloomberg
analysis of figures published by

FINANCIAL EXPRESS V'=¢:

OPEC's Vienna-based secretariat.
Saudi's hawkish strategy,aided by
export reductions from fellow
OPEC+member Russia, threatens to
bring renewed inflationary pressures
to atragile global economy. Diesel
prices have surged in Europe, while
American airlines are warning pas-
sengers tobrace forincreased costs.
It could even become a political
issue for US President Joe Bidenashe
prepares for next year's reelection
campaign,with national gasoline
prices nearing the sensitive thresh-
old of $4 a gallon. The White House
has said the Saudi move doesn't
complicate its economic efforts.
OPEC's 13 members have
pumped anaverageotf 27 .4 million
barrels a day so far this quarter, or
roughly 1.8 million less than it
believes consumers needed,
according tothe report.If theorga-
nization keeps output unchanged,
as group leader Saudi Arabia has
signalled it plans to do, the gap
between supply and demand will
almost double in the final three
monthsoftheyear. OPECestimates
it needs to provide 30.7 million
barrels a day in the fourth quarter

13 September 2023

WORLD OIL DEMAND IN 2023* MB/D

Wordoildemand 2022

1023

2023

3023

4023

Change 2024,/23

2023 Growth %

Americas 2531 2471 09542 9568 2519 2595 015 058
ofwhichUS 2043 2011 2072 20.83 2037 2051 0.08 039

Europe 1352 131 134 1599 1539 1347 -005 -035

Asia Pacific 738 781 693 7.22 745 740 002 031

Total OECD hK600 4562 4575 L68Y L4622 4612 012 026

China -~ 1485 1563 1595 1557 1611 1582 097 651

Inclia ~ 514 540 5400 521 550 538 024 449

Other Asia T 902 940 94k B899 014 924 0899 24l

LatinAmerica 64 460 670 673 668 668 024 375

Middle East B30 863 832 886 B73 B64 034 A09

Africa G4D 569 497 443 LBB 457 017 379

Russia 356 369 345 340 387 3465 009 249

OtherEurasia 135 124 171 102 123 117 002 203

Other Europe 077 084 077 075 083 080 003 400

Previous estimate 9957 10145 10118 101.96 10321 102.01 244 245

Revision 005 003 002 009 004 005 000 000

Mote: * 2023 = Forecast. Totals may not add up due to independent rounding. Source: OPEC

to satisfy consumption. on shrinking inventories rapidly. reportstated.

While OPEC officials regularly
say their objective is to keepworld
oil markets in balance, the latest
projections suggest theyare intent

eanto o https://epaper.financialexpress.com/c/73434949

Crude stockpiles in developed
economies are already about 114
million barrels below their average
for the 2015 to 2019 period, the

The supply squeeze reflects
financial needs within the organi-
zation. Saudi Arabia may require
prices of almost $100 a barrel to

cover government spending as well
as ambitious projects of Crown
Prince Mohammed Bin Salman,
estimates from Bloomberg Eco-
nomics indicate. The kingdom has
spent considerable sums onven-
tures ranging from the futuristic
city knownas Neom to the acquisi-
tion of top-flight footballers like
Cristiano Ronaldo for its domestic
league.

The report largely kept esti-
mates for global demand and sup-
ply this year and next unchanged.
OPEC and its allies are due to meet
on Nov. 26 to review production
policy fortheyear ahead.

While the supply tightening
engineered by the Saudis reflects
the sway the kingdom still holds
over energy markets, the Interna-
tional Energy Agency on Tuesday
served a reminder of how that grip
could beweakened.

Asconsumers shift to renewable
energyto avert catastrophicclimate
change,"we may be witnessing the
beginning of the end of the fossil
tuel era” with demand reaching its
peak this decade, the IEA said.

—BLOOMBERG

()
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PM asks auto cos to look
at tech to cut emissions

Times News NETWORK

New Delhi: PM Narendra
Mod1 on Tuesday asked the
auto compani-
es to focus on
sustainability
and environ-
ment as the in-
dustry regis-
ters growth
and moves ahead in scale.
“The need of the hour to-
day is to develop a mobility
ecosystem that is sustainable
and in harmony with the envi-
ronment, Environmentally-
conscious and economically
viable mobility is the future,”

the PM said in a special messa-
ge at the annual convention of
industry body Siam.

The PM’s message wasread
out by Siam president Vinod
Aggarwal, and Modi said the
industry should look at various
technologies to cut down emis-
sions. “The Indian auto indust-
ry’'s efforts towards de-carboni-
sation through the introduc-
tion of vehicles with a wide
range of powertrain technolo-
gies is noteworthy. Today, we
have vehicles running on mul-
tiple alternative technologies
like ethanol, flex-fuel, CNG,
bio-CNG, hybrid electric, elec-
tric and hydrogen. There is a

need to continue and enhance
such concerted efforts for redu-
cing both carbon emissions
and our country’s dependence
on oil imports,” he said.

The PM said the period till
2047 — when the country cele-
brates 100 years of indepen-
dence — is an opportune time
to realise the vision of buil-
dingastrong, sustainable, self-
reliant and developed India. “T
am confident that the discus-
sions amongst Industry ex-
perts and key stakeholders at
this convention will help draw
a pathway for the automobile
industry towards achieving
the goals of Amrit Kaal.”
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SHORT  TAKES
PM to lay foundation |
of petchem complex

New Delhl: Prime Minister
Narendra Modi will on
Thursday lay the foundation
stone of 149,000 crores
petrochemicals complex and
refinery expansion project of
Bharat Petroleum
Corporation Ltd's (BPCL)
Bina refinery in Madhya
Pradesh. The project will
“bring prosperity and happi-
ness in the entire region of
Bundelkhand," an official
statement said. The project
would also produce more
than 2,200 kiloton petro-
chemical products, "The
project would be completed
in five years,” it said. The
ethylene cracker complex
will use captive feedstock
like naphtha, LPG and
kerosene from the refinery.
“This complex would open
the door for various business
units in the field of plastic,
pipes, packaging material,
plastic sheets, automobile
parts, moulded furniture,
and other items of domestic
and industrial use,” the
statement said, — PT/
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PM to lay foundation stone
for BPCL’s Bina expansion
I

New Delhi: Prime Minister
Narendra Modi will visit Bina
(Madhya Pradesh) on Thursday
to lay the foundation stone of
Bharat Petroleum Corporation’s
petrochemical complex and
refinery expansion planned at an
investment of ¥49,000 crore.
Under this project, the refinery’s
capacity would be enhanced to
11 mtpa to produce more than
2,200 kt petrochemical
products. oursureau
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PM to lay foundation stone of <49,000 crore
Petchem complex at BPCLs Bina Refinery

AGENCIES / New Delhi

Prime Minister Narendra Modi
will on Thursday lay the founda-
tion stone of Rs 49,000 crore petro-
chemicals complex and refinery
expansion project of Bharat Pe-
troleum = Corporation  Litd's
(BPCL) Bina refinery in Madhya
Pradesh.

In line with the aspirations of
New Bharat, BPCL has envi-
sioned modern Petrochemical
Complex in its BINA REFINERY
at Bina, Sagar , Madhya Pradesh.
Investment of Rs 49,000 Crore
would bring prosperity and hap-
piness in the entire region of
Bundelkhand. Under this Project

the capacity of Bina Refinery
would be enhanced to 11 MMTPA
which would produce more than
2200 Kiloton petrochemical prod-
ucts. The entire project would be
completed in five years. The Eth-
ylene Cracker Complex will use
the captive feedstock like Naph-
tha, LPG, Kerosene, etc. from
Bina Refinery.

Once completed the Petro-
chemical Complex would bring
many diversified employment op-
portunities to the young entrepre-
neur of Bundelkhand region.
This Petrochemical Complex
would open the door for various
downstream business manufac-
turing units in the field of Plastic,
Pipes, Packaging material, plastic
sheets, Automobile parts and oth-
er items of domestic and indusiri-
al use.

The investment shall result in
creating more than 1 lakh direct
or indirect employment opportu-
nities along with saving of
foreign exchange worth Rs 20,000
crore per annum.
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Self-reliance in energy by '47: Puri

MAMISH GUPTA
Mew Delhi, September 12

PETROLEUMAND natural gas
minister Hardeep Singh Puri
onTuesday said India will be
self-reliantin theenergy sector
by 2047, and is likely toend use
of fossil fuel much before the
country’s target of achieving
net zero emissions by 2070,

“While India’s energy con-
sumptionwillkeep increasing,
otr dependence on fossil fuel
will gradually decline and use
of biofuels will rise After 2030,
use of green hydrogen, the fuel
of future, and ethanol will
increase,” Puri said ina televi-
sion interview,

As for dependence on oil,
pgas and coal from foreign

While India's energy
consumption will keep

increasing, our dependence on
fossil fuel will gradually decline
and use of biofuels will rise

HARDEEP SINGH PURI, UNION MINISTER

countries, Purisaid by the year
of Amrit Kaal in 204 7, when
the nation celebrates 100years
ofthe independence, India will
be self-sufficient in terms of
energy needs due to green
hydrogen and biofuels.
Indiacurrently blends 12%
ethanol, made from farm
products like sugarcane,
maize, stubble, bamboo and
broken food grain, in petrol, It

plans to take it to 20% by
2025, five years ahead of the
earliertarget of 2030 bywhen
e20 is available across India,
“At 12% blending, we pro-
aure 562 crore litre of ethanol
and 100 aorelitre of biodiesel.
For achieving 20%, we will
need 1,000 crore litre by
2025," Puri said, adding that
there are already more than
5,000 petrol pumps in India

that serves e20 fuel,

India saved $73,000 crore
in import bill in the last nine
years as it achieved 10%
blending,and ¥76,000 crore
hasbeen earned by the coun-
try's farmers, hesaid,

If 1% mixing rule is made
insustainable aviation fuel
five lakh farmerswill be ben-
efited, and if thatis raised to
506 blending in aviation fuel
then nearly 70 lakh farmers
will be benefited, the minis-
ter said.

He said India plans to
increase the share of gas in
country’s energy mix from
current 6% to 15%, and for
this an investment of 560 bil-
lion will be required. “Gas isa
clean and transition fuel, and

wesee the investmentcoming
in the country,” he said.

As for the much-awaited
retail price cutinautofuels, the
minister said the oil marketing
companies had a good first
quarter and if the second quar-
ter is equally good, the OMCs
may be in a better position to
take a call. However, he reiter-
ated that Centre has already
reduced the excise tax twice
once in November 2021 and
second timein May 2023,

“These tax cuts brought
down the price of petrol and
dieselby ¥16 and T13 perlitre,
respectively. The BJP-ruled
states have already reduced
their VAT. It's now the turn of
non-BJP states to dothe same,”
hesaid.



NDIA'S G20 PRESIDEMNCY was
big in every aspect—it organised
more meetings in more cities
than any other presidency, had
the highest participation of
domestic and international delegates,
and considered more than a hundred
issues on the agenda. The joint state-
mentof G20wasa testament to India's
growing leadership role in ayearwhen
many predicted that global tensions
would forestall the unanimous accep-
tance of sucha document. Tensions over
Russia-Ukraine, US-China and India-
China,weredettly navigated to produce
aboldstatement.Forexample,on the cli-
mate change, reiteration of the commit-
ment to net zero emissions, the tripling
of global renewables energy and dou-
bling ofenergy efficiencyand hydrogen
production are ambitious goals, These
will inform the UN climate meet at
Dubai,and hopefully achieve a global
consensus. However, India’s term at the
helm ofthe G2 0will be remembered for
more than climate declarations; it will
be most marked for its transformative
agenda that challenges the status quo
and reimagines global cooperation.
India's presidency has done some-
thingunprecedented:it has directed the
spotlight ontothe GlobalSouth—where
the world’s majority live. The inclusion
of the African Union (AU) in the G20
marks asignificant milestone inthe vis-
ibility and respect afforded to the Global
South. A key focus of prime minister
Narendra Modi’s G20 vision, the accep-
tance ofthe AU establishes them as only
the second regionalbloctoattainmem-
bership,fnllcwiug the European Union.
India's outreach to Africa stands in
contrastto China'smore predatoryefforts
in the region through programs like the
Belt and Road Initiative and aggressive
lending policies. The inclusion of the AU
in the G20underscores India’s dedication
to fostering strong and equitable rela-
tionships within the Global South. Fur-
thermore, the call for channeling more
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© THE REAL MAINSTREAM
THE GLOBAL BIOFUEL ALLUANCE MUST FOCUS ON R&D INVESTMENT AND TECHNOLOGY TRANSFER

Towards a sustainable future

CHANDRA BHUSHAN

President and CEQ, iIFOREST

funds to these regions for climate action
and sustainable development goals marks
a significant shift in global priorities.

India's Digital Public Infrastructure
(DPI) has become a global benchmark.
During the pandemic, India Stack
played a pivotal role by facilitating effi-
cient social safety net payments and
providing convenient access to online
services. Now, Indiais expanding its dig-
ital success story beyond national
boundaries. It has got the G20 agree-
ment to create a Global

Atthe G20 Summit in New Delhi, the
Global Biofuels Alliance (GBA) was
launched, a pivotal initiative during
India’s presidency of the group. The GBA
advocates for the use and production of
sustainable biofuels, facilitates their
globaltrade,and providestechnical sup-
port for national biofuel programs. The
participation of multiple nations and
international organisationsunderscores
thesignificance of the GBAinadvancing
global cooperation on the matter of sus-

tainable biofuel produc-

Digital Public Infrastruc-
ture Repository (GDPIR),a
virtual hubforsharing DPI
respurces among G20
members and beyond.
Additionally, the One
Future Alliance (OFA),an
initiative offering capac-
ity-building, technical

GBA must not
merely promote
first- & second-gen
bicfuels. It must
invest in next-gen
ones like algae fuel

tion and use.

India's own biofuel pro-
gramhas achieved notable
success, producing 4.08
billion litres of ethanol in
FY21,withablendingrate
of 10.02%. This achieve-
ment resulted in a reduc-
tion of 2.7 million tonnes

assistance,and funding to

implement DPI in Low- and Middle-
Income Countries,will make digital ser-
vices a truly global public good.

India’s economy finds itself heavily
reliant on imported crude oil to meet its
domestic demand, importing a stagger-
ing 87.3% at a cost of §158billionin FY
2022-23. This dependence not only
exposes the nation to volatile global oil
prices but also bears significant conse-
quences for its foreign trade deficit, for-
eign exchange reserves, rupee exchange
rate,and inflation. One of the key strate-
gies totackle thisenergy crisisbyIndiais
the promotion of alternative fuels, par-
ticularlybiofuelswhich at present are pri-
marily used by blendingwith petroleum.
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of CO2 emissions andsub-

stantial foreign exchange savings—
41,500 crore. Achieving the ambitious
goal of a 20% blending rate by 2025
necessitates expanding ethanol produc-
tion capacity potentially through bio-
waste. However, thereal scope of GBAwill
not be realised by promoting first and
second-generation biofuels, but by
investingin thirdand fourth generation
technologies such as algae fuel and
genetically engineered plant feedstock.
Forthis to becomea reality,the GBA must
investin R&D and technology-transter.
The G20 reiterated its commitment
toachieving clean,sustainable,andinclu-
sive energy transitions. As mentioned
earlier,the G20 hasagreed to promote

hydrogen, triple renewable energy capac-
ity, improve energy efficiency, phase out
inefficient fossil fuel subsidiesand phase
down the unabated use of coal power. To
meet these commitments, the global
south will require affordable financing
options,capacity enhancementandtech-
nology that the North has agreed to pro-
vide The next phase ofthis endeavorwill
be to materialise these deals.

While reiterating many of the previ-
ous G20 commitments on climate,
India’s G20 has moved the needle
towards lifestyle impacts byunderscor-
ing the importance of individual
responsibility and people-centred solu-
tions. This is especially important con-
sidering that the wealthiest 1% of the
world’s population is responsible for
twice asmuch carbon dioxide emissions
as the poorer 50%of theworld. Through
initiatives like Mission LiFE, India has
challenged the developed world's con-
sumption and pollution habits, pressing
fora democratisation of climate action.

One important thingto remember is
that ininternational diplomacy, progress
takes place at acanternota gallop and is
built around continuity. Thus, a single
presidency alone is not enough to push
through ambitious agendas.India, there-
fore, will have to work with other coun-
tries to have its transformative agenda
implemented overtime. Fortunately,
India’s presidency s the second in a line
offourconsecutive presidenciesallotted
to the emerging economies—an occur-
rence not slated to happen for another
twodecades.India, therefore,has agreat
opportunity to work closely with Brazil
andSouth Africa, the next two presiden-
cies,to advance the globalsouth agenda.

India’s G20 presidency will be
archived not just for its momentary
milestones but for its audacity to envi-
sion and shape a more equitable and
sustainable global future.And while the
ink may still be wet on its term, the true
implications of India's presidency will

unfold intheyears tocome.
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