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De-ratingof BPCL, HPCL,IOC onthecardsas
dominancein petroleum pipelines gets challenged

AGENCIES
NEWDELHI, 18SEPTEMBER
Thecommon carrier access of
product pipelines mayresult
insustained de-ratingof BPCL,
HPCL, Indian Oil evenlower,
Swarmnendu Bhushan - Co-
Head of Research, Prabhudas
Lilladher said in a research.
Although
HPCL/BPCL/IOCL are trad-
ingat0.9/1.2/0.8x FY24 PBYV,
a look at their long term val-
uation charts suggests that they
could still correct from here.
Marketing margins losses
continue for OMCs. Average
HPCLand BPCLreturnshave
under-performed Nifty by
15/7/6 per cent in past
3/6/12month, while I0CL's
performance has given 8 per
cent underperformance against
Nifty in 3 months (overper-
formed3/16 percentin 6/12m)
due to inability ofraising retail

prices amid rising crude oil
prices.

As perourcalculation, the
gross marketing margin on
petrol and diesel stand at Rs
S.5litand lossof 3.8/litrespec-
tivelyin September compared
toRs10.61it/10.2/litin 1QFY24
and Rs 8.4/2.7/lit in
20Q0FY24YTD, the report said.

"We remain cautious on

A

s

PNGRB’s decision to imple-
ment common carrier for
product pipelines due to the
challenge it poses for OMCs.
OMCs own 90 per cent of
marketing infrastructure
including pipelines, market-
ing terminals and depots”,
the note said.

While pipelines constructed
under bidding process already

/!

haveprovisions for common
carrier, older pipelines are
still lacking behind. Overall util-
isationof product pipelines at
68 percent in FY23 does pres-
ent an opportunity to other
interested parties including pri-
vate players.

Pipelines provide the
cheapest method of trans-
portation, as next best coastal
1s 46 per cent costlier while
roadways are even twice as
costly. Inaddition to the cost
of creating new infrastruc-
ture, uncertainty ofobtaining
right of using land for laying
pipelines remains a key chal-
lenge imitingexpansion of pri-
vateplayers in product retail-
ing, However, post imple-
mentation of unified tanff of
natural gas pipelines, we
expect PNGRBtoopen petro-
leum product pipelines, a
step that may sound like fall
of the last bastion for OMCs,

the note said.

Pipelines arethe most crit-
ical pant of the supply-chain
as their construction takes
long time, Justto sharea per-
spective, Kochi-Bengaluru
gaspipeline hasstillnotbeen
completedeven aftera decade
of commissioning the Kochi
LNG terminal.

Privateplayers havelarge-
lyremainedat bay (6-7 percent
market share in sale of
petrol/diesel in FY23) given 1}
pricinginterventionsin petrol
and diesel resulting in non-
competitive environment,
and 2) high cost plus time
involved in laying marketing
infrastructure alongside risk
associated with it. However,
at times OMCs have bled in
terms of losses in marketing
segment duetoinabilityto pass
onhighcost to consumenss, over
a longer period of time; they
have shown resilient profits,
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Global Oil Prices Extend Gains
Toward $95 on Tight Supply

Houston: Global oil bench-
mark Brent crude neared $95

a barrel on Monday, with in-

vestors focused on the pro-
spect of a widening supply
deficit in the fourth quarter
after Saudi Arabia and Rus-
sia extended supply cuts.

Brent crude futures rose 79
cents to $94.72 a barrel by
11:57 am. ET (15:57 GMT),
while US West Texas Inter-
mediate crude futures were
up $1.24 at $92.01.

Brent and WTI have clim-
bed for three consecutive we-
eks to touch their highest
since November and are on
track for their biggest quar-
terly increases since Russi-
a's invasion of Ukraine in
thefirst quarter of 2022,

“The price is buoved by ex-
pectations of a widening

supply deficit in the coming
quarters as Saudi Arabia
and Russia will extend oil
production cuts to the end of
the year and amid optimism

surrounding the demand
outlook in China, the world’s
largest oil importer,” said
Fiona Cincotta, senior ana-
lyst, City Index, a trading
services provider.
Citi on Monday
@ became the latest
bank to predict
that Brent prices
could exceed $100 a barrel
this year. Chevron CEO Mike
Wirth also said he thinks oil
will cross $100 per barrel in a
Bloomberg News interview.
Saudi Arabiaand Russia this
month extended a combined
1.3 million barrels per day
(bpd) of supply cuts to the
end of the year. Reuters
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High crude prices new risk to

global financial stability: RBI

MONIKA YADAV @Newdeh
GLOBAL growth is expected to
face a potential slowdown in
2024, following a year of better-
than-expected performance in
2023, the Reserve Bank of India
(RBI) said on Monday in its
monthly bulletin.

The report also flagged the
high crude oil price (above $90 a
barrel) a potential risk to global
financial stability.

The report pointed out that
the possibility of inflation per-
sisting above target levels and
higher neutral interest rates
may force central banks to
maintain disinflationary ap-
proaches well into 2024.

“The upheavals over the past
three years could bring about
persistent price pressures that
will be unpredictable and
harder to root out. Hence
tighter financial conditions
may continue to prevail,” the
central bank said. The global
economy could slowly be ap-
proaching an inflection point
bevond which things will
change to local growth booms
but production inefficiencies
worldwide. This has led to a
view that there will be a reces-
sion; it is just getting pushed
into 2024, it added.

According to the Rserve
Bank of India, a new risk to
global financial stability stems

RBI sees GDPrisein Q2

The Reserve Bank of India said
that key domestic economic
indicators indicate an increase in
quarter-on-quarter (QoQ)
momentum in GDP growth in the
second quarter, primarily fueled
by domestic demand

from the commodity markets
as crude oil prices ruling above
$ 90 per barrel challenge
10-month highs due to Saudi
Arabla and Russia extending
voluntary production cuts to
the end of 2023.

“The strength of the United
States’ dollar on safe haven de-
mand is also making crude oil
prices higher. Global inflation
is once again under siege asthe
deep deficits in global oil bal-

ances become persistent unless
global demand is hit by a sharp
economic downturn,” the re-
port added.
The apex bank said key
domestic economic indi-
cators indicate an in-
crease in quarter-on-
quarter (QoQ)
momentum in gross
domestic product

(GDP) growth in the

second quarter of the

financial year 2023-24,
primarily fueled by do-

mestic demand.

Clothing and lifestyle
retailers, as well as shopping
malls, have witnessed a re-
markable recovery in sales
across various price points in
recent weeks, said the central
bank, adding that the surge
has raised hopes for
increased demand throughout
the festival season, which com-
menced with Raksha Bandhan
and Onam, boosting prospects
for discretionary retail spend-
ing. Electronics and automo-
biles sectors are expected to be
the next segments to attract
festival-related spending.

“There are also indications
that rural demand for the fast
moving consumer goods
(FMCG) has swung back into
positive territory after being
under pressure for a year,” the
report stated.
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Logical Linking
Of Our Logistics

Apropos ‘Geopolitical Geocono-
mics’ by Ashok Malik (Sep18),
in the past, India has worked on
economic corridors such as
Oman-India, [ran-Pakistan-Ind-
iaand TAPI gas pipelines. How-
ever, LNG was the winner due to
logistics and least geopolitical
interference. Today, India imp-
orts LNG from the US, T&T and
the farthest corner of Earth. Ab-
outa decade ago, the Rakesh Mo-
han committee gave aroadmap
for multimodal freight transport-
ationasamajority of the freight
movement across the country
is diesel- or coal-based (read: by
rail and road), while the coastal
movement does not find much
share, in spite of alarge coastli-
ne. With major freight corridors
like the DFCCIL and a huge road
infrastructure in place, India
should link rail, road, river and
coastal movements for both pas-
senger and freight traffic, redu-
cing imported energy dependen-
ceand therisingemissions.

SCSHARMA
Byemail
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Petromin, HPCL to
Invest $700min
Fuel & EV Stations,
Service Centres

Our Bureau

Mumbai: Saudi mobility solutions
player Petromin Corporation KSA
in partnership with Hindustan Pet-
roleum Corporation(HPCL) will in-
vest $700 million in three strategic
areas— fuel stations, multi-brand
vehicle service workshops and EV
charging stations,

The investment will be made over
the next five years.

Petromin Express India, asubsidi-
ary of Petromin Corporation, KSA
will be partnering with HPCL to in-
vest around $100 million to set up
around 1,000 vehicle service centres
at HPCLretail outlets in India.

The companies will also invest
around 5100 million to install and
operate up to 5,000 electrie vehicle
charging units at HPCL operated
stations throughout India. These
charging stations will offer both
high-speed DC chargers and AC
chargers as well. Another $500 mil-
lion will be invested towards opera-

ting up to 504 fuel
- stations in KSA,
S= Middle Bast and

o Africa.
“A joint venture
as per the local

Cos will b s
ke the is_ms, a.nll:l regula-
: tions will be for-
investment L
the ricick mied lih‘eiu}nuf-
" rs nies saidc in a sfa-

tement. The an-
nouncement was made at the India
Invest Forum organised with Saudi
Arabia's Ministry of Investment at
the G20 Summit, New Delhi.

“This (association) will create
new job opportunities, attract furt-
her investments, and facilitate
transfer of technology between
Saudi Arabia and India,” said Kaly-
ana Sivagnanam, Group CEQ, Pet-
romin Corporation.

Petromin is the leading Saudi
mobility solutions playver in auto-
motive technology, multi-madal
mobility, and sustainable trans-
portation segment.

Operating in Saudi Arabia zince
1968, it started building its reputa-
tion for producing the highest qua-
lity lubricants in the region which
grew overtime into a large mobility
solutions provider to cover the cus-
tomer’'s entire automotive journey.

Petromin exports its products to
over 40 eountries in the GCC, Midd-
le East, Africa, Asia with fast and
reliable vehicle services backed by
avastnetwork of service centers.
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M Raj Fossil Fuel Sharein
Energy Mix Hits Record Low

NEW DELHI The share of fossil fuels
in Rajasthan's energy mix hit record
low levels at just 50% from April to
July, according todatareleased by
global energy think-tank Ember. Thisisthe
first time that such low levels of fossil fuel
reliance have been sustained for over aquar-
ter of the year. During the January-July peri-
od, fossil fuels contributed to the production of
34 terawatt-hours (TWh) of electricity, show-
ing no growth (-1.6%) when compared to the
corresponding period in 2022. Solar and wind
power generation experienced substantial
growth, recording a 28% YoY increase and
generating a total of 27 TWh during the same
periodin 2023. Itis worth noting that just two
years ago, solar and wind power generation
represented less than half of this year’'s output.
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@ FIRMS MAY HIKE PRICES TO PROTECT MARGINS
Rising crude prices
worry FMCG majors

Oil nudging $95/barrel,
up over 11% in a month
and 24% in 3 months

VIVEAT SUSAN PINTO
Mumbai, September 18

HIGHER CRUDE COULD soon
become a point of concern for top
fast-moving consumer goods
(FMCG) companies,as it will result
in a spike in crude-linked deriva-
tives, forcing them to consider
price hikes to protect margins.

Crude has touched neary
$94.36 to a barrel, rising over
11% in a month and 24% in
three months, data from
Bloomberg shows.

“In theimmediate future, FMCG
companiesare unlikely totake price
hikes because it will hurt demand,”
says Tarun Arora, chief executive
officer at Zydus Wellness. “But, if
crude continues to rally like this,
then inflationary pressures will
grow, forcing firms to considercal-
ibrated price hikes in the quarters
ahead,"he says.

Linear alkyl benzene (LAB) is
used inmaking detergents and con-
stitutes almost 60-7 0% of the lat-
ter's input cost. High Density Poly-
ethylene (HDPE) is crude-based
polymer used in packaging mater-
ial for all essential consumeritems
from soaps to detergents, hair oils,
creams,shampoos and toothpastes.
Packaging costs of these products
constitute 15-20% of overall pro-
duction cost for companies,

Titanium dioxide, also a crude-
linked derivative, has been falling
over the last few months. But LAB
has increased by 1.19% in the last
one monthand 2,73% in the last
three months, Bloomberg data
shows. It is likely to firm up in the
monthsahead,experts tracking the
market said, as crude rallies.

An increase in price of these
inputs, says G Chokkalingam,
founder, Equinomics Research &
Advisory,willhurt marginsof com-
panies going forward. “Coming
when rural areas have not recovered
yet and continue toshowsigns of

OIL IS NOT WELL
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stress, companies may be forced to
absorb input costpressuresas crude
spikes further, This will hurt mar-
gins as companies get into the fes-
tive season," Chokkalingam says.

For now,both Saudi Arabiaand
Russia have indicated that they
will extend theirvoluntary oil pro-
duction cuts through the end of
the 202 3 calendar year, trimming
1.3 million barrels of crude out of
the global market and boosting
energy prices.

The July-September period,
which began well for domestic
FMCG companiesthanksto moder -
ating inflation and good rainfallin
July, hassinceshown signs of stress,
with August emerging the driest
month inoveracenturyandrainfall
being erratic in September.

While food-linked inflation has
remainedaconcemn for FMCGs, espe-
cially,food companies due toweather
uncertainty,crude-linkedinflationis
likely to add to the pressure.

Commodity experts said that
the dual announcements from

Tue, 19 September 2023
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Riyadh and Moscow last week
pushed benchmark Brent crude
above 590abarrel,a price unseen in
the market since November last
year, It has since rallied sharply,
briefly touching the $95-marktoa
barrel on Monday morning.

FMCG companies, meanwhile,
are watching the scenario unfold
carefully. Last week, India's retail
inflation eased to 6.83% in August
from 7.44% in July as vegetable
prices cocled compared to the pre-
vious month, the National Statisti-
cal Office (NSO) data showed.

A spike in crude prices, says
Mayank Shah,senior category head,
Parle Products,willhavea cascading
impact on consumer goods.

“For us, the bigger concern is
wheat and sugar prices. Crude
prices affect us from a packaging
and freight perspective. But yes, if
crude rallies, it does havea cascad-
ing impact on most consumer
goods. 50, FMCG companies will be
watching how crude will move in
the future,” he adds.

LOW0,
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Will oil hit S1007?
It already touched
in some markets

SUPPLY DEFICIT BUOYS PRICES

H Brent crude futures rose
79 cents to $94.72 a barrel
by 11:57 a.m. ET (15:57
GMT), while U.S. West Texas
Intermediate crude futures
were up $1.24at $92.01

B Citi on Monday became
the latest bank to predict

ALEX LAWLER
London, September 18

WITH OIL INVESTORS and
traders focused on an oil-price
rally that has come close to
$100 a barrel, some grades of
crude oil are already trading
above that milestone, high-
lighting an expectation of
tight supply.

The outright price of
Nigerian crude Qua Iboe sur-
passed 5100 abarrel on Mon-
day, according to LSEG data.
Malaysian crude Tapis reached
5101.30lastweek, said Bjarne
Schieldrop,analyst at Swedish
bank SEB, inareport.

Oil has risen to its highest
level of 2023 as investors are
focused on the prospect of a
supply deficit in the fourth
guarterafter SaudiArabiaand
Russia extended supplycuts.
The two are the biggest pro-

I
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that Brent prices could
exceed $100 a barrel
this year

ducers in the OPEC+ group,
most othermembersofwhich
are also curbing output.

“The overall situation is
that Saudi Arabia and Russia
are in solid control of the oil
market,” Schieldrop said.

Brent oil futures, a global
benchmark, traded as high as
$94.89 on Monday and the
related benchmark used for
trading much of the world’s
physical cargoes, called dated
Brent, stood just above $96
according to LSEG.

Brent and U'S West Texas
Intermediate crude futures
are on track for their biggest
quarterly increases since Rus-
sia'sinvasionof Ukraineinthe
firstquarterof 202 2.

Cition Mondaybecamethe
latest bank to predict that
Brent prices could exceed
$100abarrel this year.

—REUTERS
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