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THE COMPASS

OMCs may feel the heat
of high crude oil prices

DEVANGSHU DATTA

India’s trade account could
come under pressure and
there could be an inflation
push if crude oil prices remain
above the $90 per barrel
(Brent) for a prolonged period
since India imports over 85
per cent of its oil and roughly
50 per cent of its gas.

A rebound in economic
activity is bound to lead to
higher fuel demand. While
India is the third-largest
importer of crude, it is a net
exporter of refined products,
which helps to compensate to
some degree.

The recent price surge is
due to the supply reduction
announcements from Russia
and Saudi Arabia. Saudi
Arabia has set a production
target of 9 million barrels per
day (mbpd) for the remainder
of the year, down from 11
mbpd in October 2022.

Russia, which also pro-
duces around 94 mbpd, has
extended a reduction of
300,000 barrels per day of
export until the end of
December. So, Q3FY24 is
expected to see high prices.

India has been hiking
imports of Russian crude due
to the discount in price but
thatdiscount, which was close
to $30 per barrel in January
2023 is now down to $14. Even
so, Russia holds around 34 per
cent market share (August) in
Indian imports down from 44
per cent (April). The Indian
crude basket is averaging
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around $82-83 for April-
August 2023 period, and
expected to rise to around $87
for FY24.

Given that the global econ-
omy is in adownturn, balanc-
ing off imports by raising
exports is difficult and hence,
the trade balance may deteri-
orate, and of course, that may
mean a Current Account
Deficit. Taken together, the
macroeconomic impact could
create some more pressure on
the rupee. Given the election
pressures, there will be a reluc-
tance to hike retail prices at
the pump or in household gas.
This could mean oil market-
ing companies (OMCs) absor-
bing under-recoveries, and
perhaps sharing losses with
upstream PSU oil producers.

Itcould also mean slippage
on the fiscal deficit because
just as the OMCs will be reluc-
tant to hike retail prices, the
government will also be reluc-
tantto cut budgeted spend on
infrastructure.

The likelihood is that
upstream profits for pro-
ducers will also be capped due
to the windfall tax creating a
ceiling above realisations of
around $75 per barrel equiv-
alent. Since international gas
prices also move in tandem
with crude, LNG prices could
rise impacting the margins for
city gas distribution (CGD)
players who do import. Acc-
ording to energy analysts,
gross refining margins (GRMs)
will remain strong, especially
in diesel, since the Saudi pro-
duction cuts will push GRMs
up. This means refined expo-
rts may compensate to some
extent for a higher importbill.

Assuming crude and gas
prices do remain elevated
however, despite strong
GRMs, the impact on the
OMGs is likely to be clearly
negative. Most analysts are
factoring in earnings down-
grades for downstream PSUs
in the OMC sector. The CGD
players may also see earnings
downgrades though there’s
less clarity on this.

The upstream production
PSUs, ONGC and OIL, will not
see much change in estimates
due to the Windfall tax unless
they are pushed to subsidise
the OMCs. The macro con-
sequences of a weaker rupee
could include more inflation,
which may be a cause of con-
cern for the RBI. Reliance
Industries could be a potential
beneficiary of exports of diesel
and other refined products if
GRMs are good.
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Green Hydrogen, A Gas?

Arijit Barman
|

For a country that wants to drive the
global narrative on decarbonisation,
why is the recently notified definition
of green hydrogen (GH2) makingthe
industry and climate activists see red?
Asthe industrial use of GH2rises, the
attempt to create an enabling environ-
ment to cater to a wider domestic eco-
system and aim for a significant chunk
of global exports through standardi-
sation is alogical first step. But conti-
nuing to depend on the paradox that
fossil fuels, mainly coal, will fuel In-
dia'snext ‘green revolution’is hardly
aforward leap by the world’s third-
largest emitter of CO.,

Without plugging the critical gaps and
relying on simplistic assumptions, the
new definition will fail to achieve the
main aim: reducing GHG emissions.

According tothe ministry of new and
renewable energy (MNRE), for hydro-
gen to be certified green, it now needs
to have emissions of under2kgof CO:
forevery1kgof hyvdrogen produced.
But the emissions will be measured
over al2-month average. This is far too
lenient and does not push the decarbo-
nisation agenda forward. The scope of
the definition encompasses both elec-
trolysis- and biomass-based hydrogen
production methods.

The new notification also encourages
the ‘banking’ of green energy with the
grid whilediscouraging the greening
of the grid by making electricity from
green sources dispatchable — ideally
the ultimate goal.

Grid banking is an industry mechani-
smof releasing excess RE generated
duringlow-demand periods to the grid

for third-party usage, only to be com-
pensated with fossil-fired electricity
during peak-demand times to balance
outthe intermittency of renewables.

But whenever renewable power is
banked, electrolysers draw more grid
power torun. It isaccepted that 80%
of that power isfired from fossil fuels,
mainly coal, among the most polluting
sources.

India’s lax annual periodicity to mea-
sure GHG emissions will incentivise
producers of GH2 todepend on accou-
nting by banking energy with the grid
tomeet the policy criteria in principle
instead of reducing emission levels.

These two factors can ensure nearly
four times more GHG emissions in
GH2 produced in the future than the
natural gas-based grey hydrogen, the
predominant variant. How?

Grey hydrogen fires India’s refineries,
steel mills, fertiliser plants and other
industrial users as an alternate feed-
stock, but belches out 11 kgof CO:per
kg of gasproduced. According to the
Central Electricity Authority, India’s
power grids emit 0.71 kg of CO:on
average to produce one unit of power.

But togeneratelkgof hydrogen, one
needs approximately 56 units of pow-
er with current technologies. To gen-
erate asimilarikiloof GH2, one
would end up emitting 39.76 kg of :
CO: (multiply 56
units by 0.71kg),
quadrupling the
emissions compared
to gas-based hydrogen,
when we are aiming for
ittobeonly2kg.

Admittedly, India
doesn’thaveenough -~
electricityand/or  J
hydrogen-storage
mechanisms com-
pared to what the
industry needs.
Storage for GH2
and powerare
capital-intensive,

L)
;_4--.

It's also green, but suspicious

but it is bound to trickle in with the
right policy and scale-favourable
economics. Large conglomerates are
alsoramping up capacity and invest-
ments into storage, thus makingita
compelling alternative.

The policy needs to mandate amatch
between the power consumed by the
electrolyser and the source of green
power, ideally on areal-time basis or
atleast a monthly accounting basis, to
avoid users relying on green power only
when it suits them. This will enable
deepdecarbonisation of the grid.

There are no universally accepted
standards on GH2. In that context, In-
dia hasachieved a milestone. But, in
the EU, the law specifies amonthly peri-
odicity to measure the carbon emitted
during the GH2 manufacturing process.
It is valid until December 2029, After
that, it suggests an hourly measureme-
nt basis. This is what truly gives sanc-
tity to the methodology.

India’s current hydrogen demand is
around 6.5 million tonnes per annum,
expected to double by 2030, but we are
also planning to ship outan additional
5MTPA of GH2 by 2030. Private supply
contracts are getting stitched up toca-
ter to markets as diverse as Germany

and Japan.

The science of carbon cal-
culation is clear. But instead
. . of gettingbogged down

=4 withincremental app-
roaches to meet weak
mandates and pacify
ahandful, MNRE's
policies should push
. forlong-term sus-
tainable innovation
and encourage risk-
taking.

We shouldn’t fall
prey to supporting qui-
ck fixes just to accelerate
financial returns.

arijit.barman@
timesgroup.com
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‘Govt on course to achieving 12% ethanol blending target this year”’

-

Puja Das
puja.das@livemint.com
NEW DELHI

he Centre isconfident of
T reachingitstarget of12%

ethanol blending with
petrol target by the end ofthe
current ethanol supply year
ending October, Union food
and public distribution secre-
tary Sanjeev Chopra said on
Thursday.

This comes after the gov-
ernment procuring agency
Food Corp of India (FCI) tem-
porarily halted the supply of
rice forethanol production in
July, While grains account for
20% of ethanol blending with

petrol, sugar has a contribu-
tion of 80%.

Highlighting the achieve-
ments of the sector, Chopra
said, “India’s sugar industry
has been on a roller-coaster
ride for decades, but recent
years have energized the sec-
tor. Previously, the industry
relied on subsidies. However,
efforts such as the ethanol
blending program have
emerged as a game-changer.
Starting with a 1.5% ethanol
blending capacity in 2013-14.-to
a blending percentage of
about12% which weare likely
toachieve this ethanol supply
year.”

“In spite of the bounces in

between we are confident to
meet the 12% ethanol blending
capacity by the end of the cur-
rent ethanol supply year,” the
food secretary said.

Ethanol blending with pet-
1ol (EBP) had reached 11.76% as
of 31 August as against the tar-
get of 12% for the entire
2022-23 (December-October)
ethanol supply year (ESY).

Indian Sugar Mills Associa-
tion (ISMA) President Aditya
Jhunjhunwala on Wednesday
said sugar mills had contracted
to supply about 4.5 billion
litres of ethanol in the ongoing
ESY.

He further said that though
India has the potential to pro-

s

Food and public distribution
secretary Sanjeev Chopra.

duee as much as 10 billion
litres of ethanol from the cur-
rent level of sugarcane pro-
duction against a requirement
of 12 billion litres to achieve a

20% EBP target by 2025-26.
Sugar mills need to ramp up
their capacity from the current
7 hillion litres to at least 11 bil -
lion litres, which will require
anestimated investment of Rs
17,500 crore.

“Sugarmills donot have the
capacity and that needs to be
raised urgently as only two
years are left to meet the 20%
ethanol blending target,”
Jhunjhunwala added.

In the current ethanol sup-
ply year, sugar mills supplied
around 4.5 billion litresof eth-
anol to oil marketing compa-
nies (OMCs). Anotherl billion
litres were supplied to the
alcohol and other industries.

The sugar industry has
played a pivotal role in the
transformation. Currently,
cane dues to farmers are at
their lowest inyears, whichisa
remarkable achievement.

Around 324,000 crore was
approved by the union gov-
ernment for the sugar industry
inthe currentsugaryearend-
ing September forcane duesto
growers.

There is a lot more to be
done, including digitalization
of the sugar industry, and the
government along with ISMA
is committed to supporting the
industry, the food secretary
said.

“The sugarindustryisdoing

alot but there is more required
which is intended to do and
ISMA isaware of the possibili-
ties. In terms of sugar recov-
ery, we are currently at 1%
which is a low-hanging fruit.
In the next few years, we aimto
achieve a 13% sugar recovery.
Forthis, we need todigitise the
entiresugar chainand ISMA is
working on it,” Choprasaid.

“They are planning to use
remote-sensing technology to
ensure that the harvesting of
sugarcane is happening at the
appropriate time, even if the
difference between the sugar-
cane arrival and the crushing is
minimal so that the recovery
could be maximised.”



SHRIMI CHOUDHARY
New Delhi, 21 September

n February 2021, Prime Minister
Narendra Modi made a strong
pitch for selling the government’s
equity stakes in non-strategic
public sector units (PSUs), saying
sustaining loss-making enterprises on
taxpayers’ money drained resources that
could have been spent on public welfare.
“The government has no business
to be in the business,” he said.
“Modernise and monetise is the
motto we will follow.™
Soon after, the government unveiled
adisinvestment pipeline featuring Air
India, Container Corporation of India
(Concor), Central Electronics, BPCL, and

BUSINESS STANDARD, Delhi,

IDBI Bank. The beleaguered national
carrier is now owned by the Tata Group
and is creating ripples with its large
order of planes and frenetic hiring of
pilots. But there is not much to report
on the progress with the others.

Since 2014, the government’s total
disinvestment proceeds stand at around
4.7 trillion. Barring 2017-18 and 2018-19,
the disinvestment receipts fell short of
the Budget Estimates (BE). In 201920,
the government garnered 50,299 crore
— halfof the BE for the financial vear.
During the pandemic years — 2020-21
and 2021-22 — the receipts were signifi-
cantly lower than BE.

1In 2022-23, the proceeds were mainly
driven by the public debut of Life
Insurance Corporation of India (LIC),
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FLIGHT OF DISINVESTMENT

Air India flew and LICmoved, but a big-bang PSU stake sale programme
has proved to be elusive sofar

| ALSO HAVE

TO SEETHE
APPROPRIATE
TIME FOR
BRINGING SOME
DISINVESTMENT
PROPOSALSTO
THE MARKET

NIRMALA SITHARAMAN,
UNION FINANCE MINISTER

which fetched the Centre ¥35,293

crore, but there was still a shortfall of
15,000 crore from the revised estimates
for the financial year. With IDBI Bank
stake sale unlikely any time soon, the
Centre might miss its target for the
fourth straight year.

“Inter-ministerial coordination, infor-
mation on the proposed PSUSs, and due
diligence are taking longer than
expected to conclude the process,” said
multiple people privy to the matter.

In some cases, the processis held up
due to inopportune timing, disinterest
from buyers, opposition from employee
unions, and past litigation. The last two
years also saw pandemic-related uncer-
tainty and external headwinds.

No new strategic sale has been

approved in recent times. With some
states going to the polls this year and
the big one, Lok Sabha, next summer,
experts say this is not the best time for
politically sensitive moves.

Manyaslip

Processes are on for selling the govern-
ment’s stake in IDBI Bank, Bharat Earth
Movers Limited (BEML), Shipping
Corporation of India (SCI), and Concor.

“Talso have to see the appropriate
time for bringing some disinvestment
proposals to the market,” said Union
Finance Minister Nirmala Sitharaman,
when asked whether the asset sale road-
map was stuck in the slow lane, during a
wide-ranging interview last week. On
IDBI Bank, she said it should happen,
but did not give a definite timeframe. “T
‘want to watch the market and take a call
on when that will be. Nothing particu-
larly is holding it back,” she said.

The proposed sale of IDBI Bank,
which is expected to work as the tem-
plate for future bank disinvestments,
had received initial bids seven month
ago and is yet to get the Reserve Bank
of India’s “fit and proper” clearance on
the shortlisted bidders. The Department
of Investment and Public Asset
Management (DIPAM), which handles
the government’s privatisation policy,
explains the delay as part of the vetting
process critical for sensitive sectors
such as banking.

BEML and SCI stake sales, on the
other hand, are grappling with demerger
of land assets from the core divestment
activity. On Concor, the railway ministry
has expressed apprehensions over the
impact on logistics prices. The BPCL
stake sale was called off due to a muted
response to the expression of interest. In
the case of Pawan Hans and Central
Electronics, the winning bidder was dis-
qualified due to pending litigation.

AirIndia,LIC

Air India turned out to be a landmark
not only in the journey of disinvestment
but it was also a momentous privatisa-
tion, the first in 19 years. The previous
privatisation, an instance of the govern-
ment completely pulling out of the com-
pany, not just selling a part of its equity

DISINVESTMENT TARGETS & RECEIPTS
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holding, was in 2003.

In the interim, not many candidates
for privatisation were lined up, even as a
new public sector enterprises policy en-
visaged the government to exit most bu-
sinesses, while maintaining a minimal
presence in select “strategic™ sectors,

This was evident in the capital
receipts of the central government and
resulted in the disinvestment target
being slashed year after year. Proceeds
from disinvestment and privatisation
are money receipts of the government
that either create or reduce liability.

stake sale in listed PSUs, say experts, as
these are likely to take less time and
effort than a strategic sale and ceding
of management control.

“Minority stake sales in Coal India
and Rail Vikas Nigam have already
accounted for a major part of the 35,000
crore mobilised through disinvestment
in 2023-24. However, stock market con-
ditions would play a key role in deciding
the exact timing of the offer for sale,”
says Arindam Guha, an independent
public policy expert.

Some experts say the government

LIC's stock market debut, can afford to move slowly
in which the Centre diluted " because its revenue receipts
3.5 per cent equity for With IDBI Bank  are comfortable and can
21,000 crore, was a mile- stake sale fill the gaps.
stone in its own way, for the H o
government as well as the ::'I:':I#g I:; itgl‘;'let Al;s.l:‘:t monetisation
markets. It was dubbed the P
“Mother of all TPOs”. How- miss its target  The National Monetisation
S:'erl.(e]:'en after a]}rearvt its for the fourth ]Pipeli;]eeélzlgﬂ’). which was
stock has not really set mar- f aunch 0 years ago,
ket indices on fire. Sources in straight year monetised assets worth

DIPAM say the Centre may
go for further dilution after
the Lok Sabha election.

“Opposition from unions and
finding the right valuation for PSUs
act as dampeners in the disinvestment
plan,” says one of the persons cited in
the beginning.

For the current financial year, 2023-
24, the divestment target was setat
¥51,000 crore, deliberately kept lower
than last year because the focus shifted
to more achievable goals. During the first
half of the year, up to September 21, the
value of disinvestment receipts stood at
¥5,600 crore, a shade above 10 per cent of
the target. Now that the IDBI Bank sale
looks unlikely to go through this finan-
cial year, the target looks taller.

1f the government is to meet this
year’s target, it might prioritise minority

.32 trillion in 2022-23,

against the target of 31.62
trillion. The shortfall occurred as some
key ministries, including the railways,
road transport, power, and telecom
failed to meet their targets. The mini-
stries of coal, mines, petroleum and nat-
ural gas, and shipping met theirs.

For 2023-24, a target of ¥1.79 trillion
has been restated as set by the Niti
Aayog. To ensure this target is met, the
government asked key infrastructure
ministries and departments to make
asset monetisation a “priority”.

The NMP's aggregate monetisation
potential is ¥6 trillion, through the core
assets of the central government during
2021-22 10 2024-25. During the first year,
the monetisation of public sector
brownfield assets unlocked a value of
297,693 crore,
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Economy facing headwinds

dia may continue to remain a relative bright spot in the world economy
E‘Hh the potential of contributing to global growth this year and in the next.

ut a couple of headwinds seem to be blowing now that could see the raising
of furrows in the brows of Indian economists.

The first is the rising cost of crude oil, all set to breach the psychological $100
a barrel of Brent mark. The other is the US Fed hardening its hawkish stance
though it decided to hold the interest rates steady.

There may be no immediate impact on the Indian consumer in terms of the
price of fuel at the pump as the government has frozen the rates since May 2020,
Also, with elections less than a vear away, the chances of fuel costing more at
the pump can be safely discounted.

India’s shrewder sourcing practices in buving discounted oil from Russia from
the start of the Ukraine war and from Iraq to keep its crude basket average pro-
curement rate lower than that of many other Asian countries will help cushion
the blow from oil prices that are climbing steeply owing to Saudi Arabia and
Russia being bent on maintaining production cuts till end 2023,

The cause for worry comes from other factors that will come into play despite
India’s comfortable current position as a big and growing oil consumer,
importer of crude and exporter of diesel to Europe thanks to a sea change in
global geopolitics.

Rising oil prices will hit home when they start affecting the Current Account
Deficit. With the trade deficit hitting a 10-month high in August, a worsening
deficit could put pressure on the rupee, which has already fallen to historic
lows. Any further stress on the rupee could mean foreign investors could be dri-
ven away from investing in the Indian markets.

The US Fed's hawkish stance and possible reluctance to lower rates even in
2024 would also mean that bond vields would remain high enough for foreign
investors to see them as a better proposition. Indian stock markets, which were
on a roll to historic highs most recently, with the benchmark Nifty crossing
20,000 for the first ever time last week, are beginning the pinch now as seen in a
1,600-point drop in three sessjons.

While bubbling stock markets are only an adjunct to the general good feeling
about the prospects of the economy, none will rush to the aid of the bourses if
they tumble. With inflation likely to rise globally in the wake of oil prices
upward of $100 a barrel, it remains to be seen how the Indian economy faces
these cyclical headwinds.
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KARTHIK GANESAN

CHANGING HOw WE MOVE

Indianeeds a clear plan to scale up ethanol production

INTERNATIONAL Ol Lprices are surging, near-
ing $100per barrel once again. India'simport
dependence on crude ol and products stood
atanall-time highof 873 percentin FY2023,
and 258 per cent of the country's import bill
wasspentonit Oureconomy hasthethird-
largest crude and product demand in the
world with significant room for consump-
tion growth. At the same time, estimates
from the Intemational Energy Agency sug-
gest that in the lastdecade, up to 20 per cent
of our total primary energy supply was met
by biomass, and a large portion of itwas used
by households. The newly formed Global
Biofuel Alliance under India's G20 preside ncy
must now convert this fuel into a form that
can supplyclean bio-energy to multiple end
uses, improve energy security and get value
for public spending.

In a bid to arrest the dependence on im-
ported crude, India launched its ethanol
blending programme in 2003 but it saw little
progress for more thana decade. In2022, af-
ter a concerted policy push for five years,
India'’s blending programme achieved the sg-
nificant milestone of 10 per cent ethanol
blending in petrol. Plans are now afootto in-
crease the blending share to 20 per cent(E20)
by FY25-26,atarget thatwas brought ahead
by five years.

Ethanol producers supplied nearly 430
crore litres of ethanol in 2022. The demand
for 20 per cent blending is set to increase
India's ethanol demand to nearty 1,100 crore
litres by 2025, But achieving the 2025 target
will require investments, and the ability to
provide{and divert) the necessary feedstock
for the domestic production of ethanol.

Much of India’s supply of
ethanol for the blending
programme comes from
first-generation production
— using underlying sugars
in food crops, mostly
sugarcane (84 per cent) and
orain (16 per cent). While the
prospects for second-
generation (2G) technologies
for ethanol production are
immense, investments have
been slow and even Indian
Oil's state-of-the-art facility
will only produce 3 crore
litres of 2G ethanol. There
are 12 such faalities in
various stages of planning
and construction but are
unlikely to contribute to

the lion's share of

ethanol demand.

Nearly 60 per cent of our petroldemand
comes from two-wheelers, which cater to
the mobility needs of citizens across theeco-
nomicspectrum. The remaining 40 per cent
demand is from four-wheelers andthis share
is likely to increase, albeit slowly. Neary 55
per cent of respondents in a 2021 study fo-
cused on urban India by the Council on
Energy, Environment and Water indicated
their desire (and need) to own a four-
wheeler. In line with this aspiration, a NITI
Aayog report also indicated a growthin
petrol demand by over 45 per cent by 2030,
compared to2021, Insuchascenario, blend-
ing alone can delivera small reductionin the
overall demand for petrol.

At the same time, EVs are not the silver
bullet solution to cur mobility needs as the
minerals, materials and components they
need, present more trade, employmentand
economic concerns. [nsuch a situation, bio-
fuels and flex-fuel vehides (that canrunal-
most entirely on biofuels) may merit consid-
eration. To this end, Union Minister Nitin
Gadkari recently unveiled India's first flex
fuel vehicle,

Muchof India's supply of ethandl for the
blending programme comes from first-gen-
eration production — using undefying sug-
ars in food crops, mostly sugarcane (84 per
cent) and grain {16 per cent). While the
prospects for second-generation (2G) tech-
nologies for ethanol production are immense,
investments have been slow and even Indian
0il's state-of-the-art faclity will only produce
3crore litres of 2G ethanol. There are 12 such
facilities in various stages of planning and
construction but are unfikely to contribute to

the ion's share of ethanol demand.

Given the predominance offirst-genera-
tion production, the often-discussed food-
energy-water nexus considerations must be
put into practice at the eardiest. Food crops
require fertiliserand water, and these in turn
require heavily subsidised energy (natural
gas and electricity) to produce (or draw).
While ethanol opens up a new income
stream for the faming community by way
of assured procureme nt, climate change con-
siderations suggest that rainfall and yields
will both see significant variations and can
leave us vulnerable to supply shocks, India
needs a mbust assessmentofthese tradeofTs,
and a dear research and development plan
for 2G technologies, before it can scale up
ethanol production.

Evenindiversifyingour fuel base, thepn-
mary focus of policy must be to slow down
the overall consumption of petrol in theecon-
omyand address the private demand for the
fuel. Targeted promotionof EVsinpublic tran-
sitand pricing the use of private vehicles in
urban settings could ease the transition to
higher levelsof biofuels.

Atatime when the automobile industryis
grappling with the challenges of transition-
ing to EVs, a well-thought-out and imple-
mentable plan te transform the way India
maowes, will not only help reduce the import
bill but also buy us time to help transition a
marquee industryof our economy,

The writer is Fellowand Director,
Research Coordination, Council on
Energy, Environmentand

Water (CEEW). Views are personal
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ELECTRIC VEHICLES SEEN EATING INTO SALES OF LIQUID FUELS

EV Rush Makes OMCs Think Beyond Oil

Cos look to offset impact
by diversifying into EV
charging infra, battery
swapping stations

Kalpana.Pathak@timesgroup.com

Mumbai: Oil marketing companies
(OMCs) — Indian Oil Corporation,
Bharat Petroleum Corporation and
Hindustan Petroleum Corporation
— are facing a new challenge these
days with every electric vehicle sold
in the country eating into the sale of
liquid fuel — petrol and diesel.

With EV sales steadily gaining pa-
ce, senior officials from these com-
panies said they have already diver-
sified into setting up electric vehicle
(EV) charging infrastructure and
battery swapping stations to offset
the potential impact of lower fuel sa-
les going forward.

"Every single EV coming in the
market is impacting our petrol and
diesel sales. Thousands of EVs are
outof theliquid fuel ecosystem now.

The portion of EVs is still insignifi-
cant but it is growing and is expec-
ted to reach a critical mass some-
day" said a senior official at an oil
marketing company.

According to the Federation of Au-
tomobile Dealers Associations (Fa-
da), a total of 56,747 electric three-
wheelers were sold in the domestic
market in August, a 71% jump from
33,130 vehicles a year earlier. The
share of three-wheelers in the total
EV market climbed to 56.8% as of
August, from 551% in the same
month last year.

In the electric passenger vehicle
segment, sales doubled to 6,727 vehi-
cles in August, from 3360 EVs a year
earlier. The share of passenger vehi-
cle segment in the total EV market
has doubled to 2.2% as of August,
from a year earlier.

In the electric commercial vehicle
segment, a total of 515 vehicles were
sold in August, a 84% rise from 280
vehicles a year earlier. The electric
CV market share stood at 0.68%
compared to 0.38% during the pe-
riod under review.

In the EV two-wheeler segment,
August this year saw sales of 62,396
unitsagainst 52,226 units, up19.47%.

On the Road

56,747 In the electric
i B PV segment,
ﬁjeh‘;ter;grts“;gfd | salesdoubled o

domestic market | 6.727
vehicles in Aug

in August: Fada

SILVER LINING: Until heavy vehicles &
buses adopt alternate fuels, demand
for liquid auto fuel to be strong

I

India's daily oil
demand projected
toriseto

6.7
million
barrels

by 2030: IEA

Market share of electric two-whee-
lers rose to 5% from 4.4% during the
period.

10CL, BPCL and HPCL did not re-
spond toemailed queriestill press ti-
me. These companies have a combi-
ned more than 90% of India's fuel re-
tailmarket. Diesel isthemost consu-
med fuel, accounting for about
two-fifths of domestic fuel demand.

"We are anticipating that in the
next three to five years, EVs will ga-
inmuch ground. So, this will impact
the sale of fossil fuels. To counter
this, we are chalking out an aggres-
sive growth strategy in the alterna-
tive fuel segment," said another offi-
cial atan OMC, adding his company
is currently in a wait and watch mo-
de on its expansion plan for the refi-
ningbusiness.

The OMCs, however, are taking re-
fuge in the fact that until heavy vehi-
cles and buses adopt alternate fuels,
including compressed natural gas
or CNG, demand for liquid auto fu-
els will remain strong.

According to the International
Energy Agency (IEA), India’s daily
oil demand is projected to rise to 6.7
million barrels by 2030andto7.4mil-
lion barrels by 2040.
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SUPPLY ISSUES IN FOCUS OVER ECO HEADWINDS

Russia Fuel Export Ban Boosts Oil Prices

Reuters

Oil prices were slightly higher in
choppy trading on Thursday, rising
as much as $1 a barrel after a Russi-
an ban on fuel exports snapped fo-
cus away from Western economic
headwinds that had dropped prices
$labarrel early in the session.

Gains were capped as global cen-
tral banks signalled continuing
tight policy.

Brent futures for November delivery
rose 6 cents, or 0.7%, to $93.59 by 11:46
a.m. EDT (1646 GMT). US West Texas
Intermediate crude (WTI) climbed 36
cents, or 0.4%, to $90.02. Both bench-
marks had both risen and fallen more

than $1 earlier on Thursday.

Russia temporarily banned ex-
portsof gasolineand diesel toall co-
untries outside a circle of four ex-
Soviet states with immediate effect
inorder tostabilize the domestic fu-
el market, the government said on

Thursday.
Theshortfall will force
Russia's fuel buyers to
shop elsewhere, pro-
mpting refiners to pro-
cess more of a dwindling crude
supply to meet that demand, said
Tamas Varga of oil broker PVM.

“The Russian news came out and
tension from the longer-term outlook
immediately shifted back to supply,”
said Vargas, referencing the US Fede-

ral Reserve’s hawkish signals.

The Fed on Wednesday maintai-
ned interest rates, but stiffened its
hawkish stance, projecting a quar-
ter-percentage-point increase to
5.50-5.75% by year-end.

That could dampen economic
growth and overall fuel demand.
The US dollar surged to its highest
since early March, making oil and
other commodities more expensive
for buyers using other currencies.

US unemployment benefit claims
dropped to an eight-month low last
week, the US Labor Department re-
ported. John Kilduff, partner at
Again Capital LL.C in New York, cal-
led this another factor that would
encourage high interest rates.
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Russia still No.l oil
source despite fall

Riturg Baruah&

Ravi Dutta Mishra

NEW DELHI

ussia remained the top
R supplier of crude oil to

India in July as it
exported crude oil worth $3.37
billion during the month,
showed data from the ministry
of commerce and industry.
However, compared to June,
the imports from Russia
declined 11.4% in terms of
value.

InJune, India had imported
crude oil worth $3.80 billion.
Themonth-on-month decline
comes inthe backdrop ofnar-
rowing discounts on the Rus-
sian oil and with supply cutsby
the country in tandem with
Opec+ decision, analysts said.

India imported crude oil
worth $8.96 billion and Rus-
sian supplies constituted
37.62% of the overall imports
in value terms. Russia has
emerged as amajor supplierof
oil to India in the past 18
monthsasthe country offered
discounted oil amid sanctions
fromthe West in reprisal forits
invasion of Ukraine,

In FY22, Russian oil
accounted for only 2% of
India’s total oil imports; in
FY23, it made uparound one-
fourth of the 235.52 million
tonnes of crude oil imported
by India.

India’s overall oil import bill
fell $10.01 billion in June 2023
to $8.96 billion in July, the
data showed.

On a year-on-year basis
imports, Russian oil imports
continued to witness growth

Compared to June, oil imports
from Russia declined 11.4% in
value termsin July. AP

as imports from the country
rose42.54% from $2.36 billion
in July 2022. For April-July
this year,import of crude from
Russia stood at $15.74 billion,
nearly 127% higher than $6.93
billion during the correspond-
ing period of the last fiscal.

Thisrise of Russia asthetop
oil supplier to India comes
with Opec members losing
their market share in India.

Iraq, which is traditional oil
supplier to India, has wit-
nessed adecline of 38.6% ona
YoY basis in its supplies to
India during the April-July
period at $6.9 billion. Saudi
Arabia, the second largest oil
producerin the world, sold oil
worth $6.90 billion during the
first four months of the fiscal,
downnearly 27% from the cor-
responding period of the last
fiscal.

On a month-on-month
basis, too, Iragand Saudi Ara-
biawitnessed adecline of 6.5%
and 5.3%, respectively, as their
supplies to India in July stood
at $1.76 billion and $1.41 billion.

riturajbarvah@livemint.com
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