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Crude oil spikes on
geopolitical worries

Londoen: Global oil benchmark
Brent hit $93 a barrel on
Wednesday as the risk of
escalating conflict in West Asia
threatened to disrupt oil
supplies from the region. Brent
crude futures were up 1.5 per
cent to $91.23 a barrel. WTI
futures were up 1.5 per cent at
$87.94 a barrel. reuters
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Govt lowers
domestic crude,
out-bound diesel &
jet fuel windfall levy

—
Shishir Sinha
New Delhi

The Finance Ministry late on Tues-
day lowered the Special Additional
Excise Duty (SAED), better known
as windfall gain levy on domestic-
ally produced crude, to ¥9,050 a
tonne from ¥12,100. The change
will take effect on October 18.

This decision has been taken as
crude prices saw some moderation
earlier. The reduction will likely
impact oil exploration companies
such as ONGC and Oil India.

Similarly SAED or duty on the
export of diesel will decrease to 34
per litre from %5 per litre cur-
rently. The duty on jet fuel or ATF
has been lowered to X1 per litre ef-
fective Wednesday, from ¥2.50 per
litre, according to a Finance Min-
istry notification. Export-bound
petrol will continue to be in NIL
category. Product prices have
come down, which is why windfall
gain tax has been revised down-
ward. Cutting the windfall levy on
diesel and ATF for export will im-
pact Reliance Industries and Ros-
neft-backed Nayara Energy as
primary fuel exporters.

India first imposed windfall
profit taxes on July 1, 2022. joining
several nations that tax supernor-
mal profits of energy companies.
At that time, export duty of 6 per
litre ($12/bbl) was levied on petrol
and ATF, and %13 a litre ($26/bbl)
on diesel. A 323,250 per tonne
(840/bbl) windfall profit tax on do-
mestic crude production was also
levied.

The tax rates are reviewed every
fortnight based on the average oil
prices in the previous two weeks.
The domestic producers of petro-
leum crude, like ONGC, sell their
crude at international parity price.
As international crude prices rose
sharply, these producers made su-
per-normal profits.
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India to account for major
share of refinery runs in
Asia-Pacificby 2045: OPEC

—
Rishi Ranjan Kala
New Delhi

India, the world’s fourth-
largest crude oil refiner, will
account for a major portion
of refinery runs in the Asia-
Pacific (APAC), excluding
China, by 2045.

Besides, long-term refin-
ing capacity increments in
other Asia-Pacific regions
(excluding China) is estim-
ated at 7.1 million barrels per
day (mb/d), in line with
strong demand growth.

India is the single-largest
contributor to capacity addi-
tions in this region, said the
OPEC’s World Oil Outlook
2023 report.

Runs, or the amount of
crude oil that a refinery pro-
cesses over a certain period
of time, were close to their
pre-pandemic levels in India
last year, itadded.

The report said that re-
finery runs in the Asia-Pacific
(excluding China) are fore-
cast toincrease byaround 4.5
mby/d from 16.5 mb/d in 2022
to just above 21 mb/d in
2045.

“This is supported by
strong demand growth, of
which India accounts for
around 60 per cent.

“Utilisation rates are set
to peak at around 88.3 per
cent in 2025, followed by a
gradual decline to about 81.5
per centin 2045,as new capa-
city comes online,” itadded.

The report pointed out
that there remains a trend
for refining capacities to mi-
grate from developed to de-
veloping regions, namely the
Asia-Pacific, West Asia and
Africa.

The three regions are set
to account for the largest
share of medium-term capa-
city additions, representing
almost 90 per cent of the
total.

DEMAND GROWTH
Strong demand growth, as

strategies in these regions,
are the major drivers behind
this trend.

India is expected to add as
much as 56.6 million tonnes
per annum of crude oil refin-
ing capacity in the next seven
vears, of which, 84 per cent
will be through brownfield
expansion, while it will add 9
MTPA of refining capacity
through greenfield
expansion.

At present, the world's
third-largest crude oil con-
sumer, India has a cumulat-
ive refining capacity of al-
most 254 MTPA, or a little
over 5 million barrels per day
(mb/d).

In FY23, Indian refineries
processed 5.13 mb/d of crude
oil, or 255.2 million tonnes
(MT), against 4.85 mb/d or
241.7 MT. In August 2023,
the crude pressed stood at
5.28 mb/d or 21.9 MT (provi-
sional), while in April-August
in FY24, crude processed
stood at 5.25 mb/d or 109.5
MT.

As of September, Indiahad
a total crude oil transporta-
tion pipeline of 10,938 km,
with a capacity of 153.1
MTPA. The refined products
transportation pipeline is
22,973 km, with a capacity of
149.3 MTPA.

EXPANSION MODE

The OPEC report said that
Indiais also expanding its ex-
isting facilities and focussing
on the petrochemical sector.
The country’s target is to
reach 9 mb/d of refining ca-
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Indians’ wanderlust to fuel spending

VaruniKhosla
varunik@livemint.com
NEW DELHI

ndians will spend $410

billion on travel and

accommodation by the
endofthe decadeaided by a
growing economy, swelling
incomesand youthful pop-
ulation, a new study said.
Thisisabout three times the
amount ($150 billion) spent
in 2019, the last pre-covid
year of normal consump-
tion.

Indians are keen on non-
traditional accommodation
such as hostels, campsites,
vacation rentals and cha-
lets, the study by Book-
ing.com with knowledge
partner Mchinsey & Com-
pany said. Theaveragedaily
rate and the number of
room nights booking in
alternative accommoda-
tions is nearly twice that of
hotelsand managed chains,
with the highest increase in
average daily rates for niche

Taste for travel

mnamni

The number of aggregate air trips is expected to rise
from 2.3 billion to about 5 billion during the next 10 years.

Share of travel expenditure
by Indians

Outbound Domestic
{in %) (in %)
2019 2030*

Total spending (in $ billion)

I 150
; 410

* Projected, ** first half of the year

alternative accommodation
suchascountry housesand
boats. But the figure is
higher since alternative
accommodationsat present
have amuch smaller base.

“A large part of the
growth in travel will come
in the form of alternative
accommodations and the
shift inthe way people book
from offline travel bookings
to online will continue.

Top outbound cities by booking
2015 2023

Dubai & 1/ ¢ 1
Bangkak *e 2 eoe 3
Singapore 296 3 o0& 2
London $ 4183 5
paris 335|388 o
HoChiMinhCity $2$ 6 $3* 5
Ubud (Bal) - 12337
Hanoi - ::::3
Phuket - $33H°
Kathmandu = :zz&@

Source: How India Travels report
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Today, we are very bullish
on the ‘India opportunity’,
largely because the country
has one of the youngest
populations around the
world and the country’s
GDP is one of the fastest
growing,” said Santosh
Rumar, country head,
Indian subcontinent and
Indonesia of Booking.com,
owned by the Netherlands-
based Booking Holdings.

One of the prime drivers
is India’s growing middle-
income population. The
number of households
earning $35,000 annually
isexpected to increase five-
fold over the next 10 years,
driving a boom in discre-
tionary spending, the
report said. Unsurprisingly,
the number oflodgingunits
in India may also double to
290,000 units during the
same period.

The number ofaggregate
tripsisexpected torise from
2.3billion to about5 billion
during the period. Demand
will be catered to by the
1,600 aircraft the country
will have by then, compared
with just 659 in 2019.

India is the fastest grow-
ing aviation market in the
world with a projected
growth in air trips by 7-8%
between 2023 and 2030.
To match the growing
demand, Indian airlines
have placed record orders
for over1,000 aircraft.
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ONGC, OIL to gain as govt

cuts windfal:

IANS / New Dehhi

The central government has re-
duced the windfall tax on domes-
tic crude oil with effect from Oc-
tober 18 from Rs 12,200 a tonne to
Rs 9,050 in its fortnightly review
which will benefit upstream oil
companies, including ONGC and
Oil India Ltd (OIL).

The windfall tax on petroleum
crude was raised to Rs 12,100 a
ton from Rs 10,000 with effect
from September 30 as oil prices at
the time had soared to $95 a bar-
rel. Oil prices came down but
have started heading north again
in the wake of the Israel-Hamas
conflict.

The windfall tax on aviation

tax on crude oil

The windfall tax on ATF
has also been cut from
Rs 3.50 a litre to Re 1

turbine fuel has also been cut
from Rs 3,50 alitre to Re 1 and that
on diesel from Rs4alitretoRs 3
which is expected to benefit the
downstream oil refiners that ex-
port petroleum products.

The government first imposed
the windfall tax on crude oil pro-
ducers in July last year and ex-
tended the levy on exports of
gasoline, diesel and aviation fuel
after private refiners started
making gains from robust refin-
ing margins in overseas markets,
instead of selling at home.
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Russia back as top oil supplier in August

Ritural Baruah

:rittﬁiibaruaﬁ.@iivemint.com
NEW DELHI

ussia continued to be
R the largestoil supplierto

India in August with
imports worth $4.15 billion,
according to data from the
commerce ministry.

It was 23.15% higher than
imports in July and on a year-
on-year basis, the Russian
imports more than doubled
from $1.93 billion in August
2022,

India’s total oil import bill
duringthe month rose 28.27%
to $11.49billion from $8.96 bil-
lion in July. Higher imports
from Iraq and Saudi Arabia
supported the overall rise in
supplies.

Imports from Iragand Saudi
Arabia were valued at $2.33
billion and $2.07 billion,
higher by 32% and 47% respec-
tively comparedto July. How-
ever, compared to August
2022, supplies from the two
countries were around 40%
lower.

The increase in imports
comes amida rise in discounts
offered by Russia, analysts
said.

In terms of quantity, Rus-
sian oil's share in the Indian
crude oil basket stood at 39%,

Russian boost

Russia has emerged as the largest supplier of oil to India in the

past 20 months.
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accounting for 7.63 million
tonnes out ofthe 19.54million
tonnes imported by India in
August.

Russia has emerged the
largest supplier of oil to India
in the past 20
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Source: Ministry of Commerce and Industry
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stands at39%.

Imports increased despite
output cuts announced by
Russia inabid to lift prices. Oil
prices which have declined
from the multi-year highs

reached last year,

months with Theincreasein increased again in
offers of dis- Russian oil August and Sep-
counted oil amid imports comes tember amid
sanctions frmp amid rise extended supply
tlhe Wf::st_lmcpl i- in discounts cuts by tl_le
salforits invasion OPEC+ and its
of Ukraine. Offereq key members
In FY22, Rus- by Russia Russia and Saudi
sian oil Arabia.
accounted for The Indian

only 2% of India’s total oil
imports; in FY23, it made up
around one-fourth of the
235.52 million tonnesof crude
oil imported by India. It now

crude oil basket which aver-
aged $80.37 per barrel inJuly
surged to $93.54 in Septem-
ber. On 17 October, the basket
price was $91.03 a barrel, At

the time of writing, the
December contract of Brent
on the Intercontinental
Exchange(ICE) was trading at
$91.43 per barrel, higher by
1.70% from its previous close.

Arecentreport by Moody's
Investors Services said that a
rise in feedstock cost and stag-
nant retail fuel prices could
weaken the profitability ofoil
marketing companies.

The OMCs' marketing mar-
gins, the difference between
their net realized prices and
international prices, have
already weakened signifi-
cantly from the high levels
seen in the quarter ended 30
June 2023, the report said.

Marketing margins ondie-
sel have turned negative
since August while petrol
margins have narrowed con-
siderably over the same
period as international prices
increased.

The oil market has turned
volatile in the past one week
post the attack by Hamas in
Israel and the subsequent
attacks by Israeli defence for-
ceson the Gazastrip.

The Israel-Hamas conflict
and possibilities of further
instability in West Asia, a
major source of oil for the
world, has raised concerns in
the oil market.
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Russian exporters stuck with
$8 bn in local Vostro accounts

Ravi Dutta Mishra& Rhik Kundu

NEWDELHI -

ussian exporters,includ-

ing state-backed entities,

are likely holding about
$8 billion currently in Vostro
accounts set up to facilitate
trade in Indian rupees, two
people familiar with the devel-
opments said.

Some of the Russian money
isinvested in Indian securities,
but most ofitremains in Vostro
accounts due toa lack ofinvest-
ment opportunitiesin Indiafor
Russiansand continued volatil-
itvin exchange rates.

“Itisdifficult to say the exact
amountinthe Vostroaccounts
since some transactions are
very complex. However, the
figureislikely closerto$7-8 bil-
lion than $30-4.0 billion,” said
the first person cited above,
who didn’t want to be named.

A Vostro account is a bank
account held by a domestic
bank on behalf of a foreign

Indian refiners are using a mix
of currencies to settle most of
their Russian oil purchases. arp

bank.

The foreignbank can useits
Vostro account to conduct
transactions, including forex
settlements, cross-border pay-
ments and investmentsin the
domestic market.

So far, Russian funds (in
rupee) have been invested in
Indian government treasury
hills, since such funds are not
allowed to be invested in cor-
poratedebt according to regu-

lations.

Mint reported on 9 August
that Russian funds worthabout
$10-12 billion are estimated to
have been invested in Indian
government treasury bills in
the yearended 31 March 2023,
after asurgein trade deficit led
to highersurpluses in the Vos-
troaccounts.

Indian refiners, which are
importing Russian crude, are
using a mix of currencies,
including yuan, to settle most
of their Russian oil purchases,
However, both countries were
discussing trade in local cur-
rency, which is yet to take off
because of currency volatility
and high trade deficit.

Meanwhile, Russia is looking
to invest in different kinds of
Indian governmentsecurities,

TURNTO PAGE 6
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Russian exporters stuck with $8 bn in local Vostro accounts

FROM PAGE1

as repatriating money is cur-
rently not an option, said the
second person.

“Russia would ideally like to
invest in new technologies.
But, much of the intellectual
property rights of these tech-
nologies are with the West
(especially the US). So, it is
investingingovernment secu-
rities,” the person added.

The Reserve Bank of India
(RBI) allows investment of
excess balance from Vostro
accounts in payments for pro-
jectsand investments, treasury
bills and government securi-
ties.

However, experts said the
Russian investmentsare likely
in short-term government
securities, as their exporters
would like to take back the

money lyingin Indiaat the earli-
est.

“The vyield difference
between long-term bondsand
short-term ones like treasury
bills are barely 30-50 basis
points,” said Venkatakrishnan
Srinivasan, managing partner
at Rockfort Fincap Llp, afinan-
cial advisory firm.

So, it makes no sense for
Russiansto invest inlong-term
government securities,asthey
would want to take back the
money soonerthan later, added
Srinivasan,

Since the start of the
Ukraine-Russia war, Moscow
has swiftly risen to become
India’sfourth-largest exporter,
primarily driven by its oil
exports.

India’s imports from Russia
grew nearly fivefold in the last
financial year to $46.2 billion.

However, payment issues
remain a bottleneck between
the two countries.

Spokespeople for the finance
ministry, the commerce minis-
try, the RBI and the Russian
embassy didn’t respond to que-
ries.

During FY23, India had a $43

RBI has approved 34 applications of different Russian banks for
opening rupee accounts with Indian banks.

MINT

billion trade deficit with Russia,
which left theirexporterswith
large surpluses in their Vostro
accountsin India.

Indian refiners are using a
mix of currencies, including
yuan, to settle most of their
Russian oil purchases. How-
ever, both countries were dis-

cussing trade inlocal currency,
whichisyet totake offbecause
of currency volatility and the
high trade deficit.

“At the moment, Russiacan-
not take back the money
because the exchange rate is a
challenge for them. Dollar pay-
ment to Russia is

required by Russia, they won't
be able to supply due to sanc-
tions,” he added.

The RBI has approved 34
applications of different Rus-
sian banks for opening rupee
accounts with Indian banks to
facilitate two-way trade in the

backdrop of

possible via the  Rupeeaccounts Western sanc-
Society for World- have been tions.
wide Interbank opened by The rupee
I'mancml_ 1 e:'le- Russian banksin  Accounts have
communication 14 Indian been_ opened l?y
(SWIFT) mecha- & Russian banks in
nism, which is commercial 14 Indian com-
blocked (for Rus- banks mercial banks,
sia),” Federation including UCO
of Indian Export Bank, State Bank
Organisations director-general | ofIndia, HDFC Bank, Yes Bank,
Ajay Sahaisaid. IDBI Bank, Punjab National
“Besides, theentire Russian | Bank, Axis Bank and Canara
manufacturing hascomeunder | Bank.
sanction. So, even if an Indian Shashank Mattoo contributed
company has the machinery | fothisstory.



