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THEDEATH sentence given to eight former
personnel of the Indian Navy by acourtin
Qatarpresents the biggestchallenge yet to
New Delhi's historically friendly ties with
Doha.Inthe relationship between nations,
trade relations playa significant role. Inthe
case ofindia and Qatar, the balance of trade
is tilted heavily in the latter's favour —
which means imports from Qatar far out-
weigh India's exports,

‘Whatalso gives Qatar huge leverageis
the nature of the rade — dominated as it
is by acommodityof criticalimportance to
India, now and for the forese eable future, It
isIndia's largest source of liquefied natural
£as{LNG)— gasthat has been super cooled
to liquid form sothat itcan be transported
by sea —accounting for more than half of
overall importvolumes of the fuel. Indeed,
LNGis atthe heartof the made relationship
—itmakes up almost 50%of overall Indian
imports (byvalue ) from Qatar.{See table}

Gasimport dependency

India's import dependency in natural
gas is around 50%, and given the govern-
ment'sconcerted push to increase natural
£as consumption, imports are only likely
torise inthe coming years, even if domes-
tic production of natural gasincreases.

Government-owned Petronet LNG,
India's largest LNG importer, has a long-
term contract with Qatar forthe import of
8.5 million tonnes per annum (mtpa) of
LNG. In addition, Qatari gas has a sizable
share in India's LNG purchases from the
spot market.

India has setitself an ambitious target to
increase the share of natural gas in the pri-
maryenergy mixto 15%by2030fromalit-
tle more than G¥% at present. Thisis bound
toresultina rapid increase in LNG imports
over the nextfew years.

Natural gas is seen as a significantly
cleaner altemative to conventional petro-
leumn fuels like diesel and petrol, and is usu-
ally cheaperthan crude oil. For India, which
has an import dependency of over 85%in
crude, gas is both more affordable and a
better transition fuel in the energy transi-
tion pathway.

Given this situationwith India's energy
security concerns and ambitions, the case
of the retired Navy personnel presents a
sensitive challenge for Indian diplomacy.

India, Qatar, and LNG

India's total imports from Qatar in
FY2022-23 were valued at $16.81 billion,
of which LNG imports alone were worth
$8.32 billion, or 49.5%, an analysis of offi-
cial trade datashows.

India's other major imports from Qatar
are also fossil fuel-linked commodities and
products, such as liquefied petroleum gas
{LPG), plastics, and other petrochemicals.

On the other hand, India's exports to
Qatar were valued at just $1.97 billion in
FY2022-23. The major exports include ce-
reals, copper articles, iron and steel articles,
vegetables, fruits, spices, and processed
food products.

India imported a total 19.85 million
tonnesof LINGin FY23, of which 10.74 mil-
lion tonnes, or 54%, came from Qatar, the
trade data show. This means that apart
from the 8.5 million tonnes of LNG that
Qatarsupplied as part of the Petronet LNG
term contract, nearly 2.25 million tonnes
of additional gas was purchased from Qatar
on spotbasis last year.

While Indian LNG importers — pre-
dominantly the public sector oil and gas
companies — continue to make efforts to
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India, Qatar, natural gas

In the relationship between nations, trade plays a significant role. Central to the ties between New Delhi
and Dohais LNG, the fuel on which India is critically dependent — and of which Qatar is the predominant
supplier. This is the context in which diplomacy around the eight Indians on death row will take place
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diversify sourcing, it could be years before
the high reliance on Qatar can be reduced
to ameaningful extent

The global LNG market

The global LNG market is a seller's mar-
ket after Russia's invasion of Ukraine and
the sanctions thathave disrupted Russian
natural gas supplies to Europe. After the
war broke out, prices, particularly of LNG
spotcargoes, surged globally.

Compared with term contracts { such as
the one Petronet has with Qatar), the spot
ING market is prone to higher price volatil-
ity. Ina supply glut, spot prices tend to fall
‘more steeply than term contracts, as pric-
ing in the latter is based on an agreed for-
mula between the buyer and the seller. And
when supplies are tight, spat prices tend to
rise much more than term contract rates,

The war has put Qatar, the world's
largest exporter of LNG, in a unique posi-
tion of strength. According to ind ustry ex-
perts, the extreme price volatility of the
pastcouple of years in global LNG markets
has established that term contracts, and
notspat purchases, are the more viable op-
tion tosecure supplies ata reasonable and
stableprice,

This has pushed LNG importersall over
the word, induding India, to scout for long-
term confracts with major suppliers, of
‘whom Qataris the foremost. Over the past
few weeks, Doha has announced 27-year
LNG supplydeals with French, Dutch, and
Italian energy majors. In the preceding
months, it had signed long-term contracts
to supply LNG to China and Germany.

Petronet’s term contract runs outin
20128, and ne gotiations for an extension are
currently under way. India is also looking
to sign more long-term LNG contracts.

Analysts and industry experts predict
that the global LNG mariket is likely to turn
into a buyer's market over the next few
years due to a surge in new LNG export
projects coming onstream.

This scenario, however, is still a few
years away. And even then, a large chunk
of this new LING export capacity is expected
to come onstream in Qatar itself,
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Cheap Venezuela oil to complement discounted Russian grades

India wilts under surging oil prices

SDINAKAR
New Delhi, 27 October

India’s thirst for cheap oil got a legup this
week after the US lifted sanctions on
exports of Venezuelan crudes, which, until
a few years ago, accounted for a tenth of
India’s crude oil imports.

These grades are available at discounts
of over 20 per cent to the average of the
Indian crude oil basket, according to gov-
ernment and industry officials and the
ship-tracking data.

India is studying options to resume
imports of oil from Venezuela after
purchases stopped in late 2020. But the
volumes will depend on the extent of dis-
counts offered and on Venezuela’s ability
to meet Indian demand over a sustained
period, a top government official
said. Caracas is yet to make any offers to
India, which may have to compete with
China for supplies.

The availability of cheap Venezuelan
grades, which are discounted because of

the poor quality of crudes, is a source of
comfort for the government, which is reel-
ing from surging crude oil rates but com-
pelled to keep fuel prices stable and afford-
able amid the impending state elections
and the Lok Sabha polls.

Venezuelan oil also helps Indian
refiners negotiate bigger discounts with
Russian oil suppliers, an oil industry offi-
cial said. Discounts on Russian crude oil
supplies, which account for 40 per cent of
India’s crude oil basket, have shrunk by
half from the $10-13 per barrel levels seen
at the beginning of 2023. Washington has
only given a six-month window for
Venezuelan oil sales, and will consider
extending it if Caracas meets US con-
ditions.

Indian officials find six months very
short and doubt if Venezuela can rejuve-
nate its decaying oil areas and infrastruc-
ture in such a short period unless it secures
extensions. It may take two years to boost
production to 14 million barrels per day,

over twice the current levels, a Mumbai-
based refiner said.

India bought a record 419,000 barrels
of Venezuelan oil a day in 2016. Volumes
crashed to 167,000 barrels a day (b/d) in
calendar 2020 as against 307,000 b/d in
2019 because of US sanctions, compared
to the ship-tracking data by Paris-based
market intelligence agency Kpler.

Prospects of cheap Venezuelan oil come
in addition to discounted Russian bench-
mark Urals, which was made available to

IN CONTEXT
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Indian refiners after the Ukraine war start-
ed in February 2022.

Discounts offered on Urals, a grade
much superior to Merey and Hamaca, are
comparable to Venezuelan crudes. For
instance, the discount on Venezuelan oil
to the Indian crude oil basket — a cocktail
of sour and sweet grades — varied annually
in the $9-15/barrel range in the four years
102020, according to calculations based on
the Indian Customs data. Russian oil cost
less than the Indian crude basket by

$9/barrel, on average, in the April-June
quarter — Russian oil averaged $69/barrel
and the Indian crude basket was $78/barrel.
But the gains in Venezuelan oil will largely
accrue to private-sector refiners and not
government oil companies.

Reliance Industries and Rosneft-run
Nayara Energy were the only two buyers
of Venezuelan oil in the past, according to
the Kpler data. Reliance accounted for 79
per cent of Venezuelan oil in 2020.

1n 2016, the two companies imported a

combined 419,000 b/d of Venezuelan
crude grade. Other popular grades include
the country’s main export blend Merey, a
heavy sour crude oil blend, carrying high
sulphur, DCO, Hamaca and Leona.

Reliance stopped buying Venezuelan
oil from December 2020 and Nayara from
April 2020, according to the loading data
from KPler. India boughta record 2.16 mil-
lion b/d of Russian oil in May, with October
loading volumes at 1.57 million b/d, the
Kpler data show.

Indian state-run refineries are not
designed for heavy, acidic Venezuelan
grades but primarily configured for Arab
Mix from West Asia, according to R
Ramachandran, former refinery director,
Bharat Petroleum, and now an industry
consultant. Venezuelan grades like Merey
and Hamaca are costly, complex, and car-
bon-intensive to refine into fuels, and very
few refineries globally are designed for
such oil, Ramachandran said, a reason for
the big discounts on tap.

Reliance and Nayara also blend grades
like Merey with lighter crudes to enable
processing, industry officials said.
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10C 4th refiner
globally to make
‘reference’ fuels

New Delhi: State-run IndianO-
il (I0C) has joined the exclusive
club of three global majors that
produce ‘reference’ grade pet-
rol and diesel — highly critical
input fortestingand calibrating
automobile engines.
Launching the fuels on
Thursday, oil minister Harde-
ep Singh Puri described the
indigenous production of re-
ference fuel as “another step
towards Atma-nirbhar Bha-
rat (self-reliant India)” as it
will end imports and will re-
sult in savings for users Tnn.



FINANCIAL EXPRESS, Delhi, 28.10.2023

Page No. 7, Size:(9.15)cms X (6.79)cms.

Exxon posts 549% fall in net income

SABRINAVALLE
Houston, October 27

EXXON MOBIL CORP on Friday
posted a $9.1 billion third-quarter
profit,about a 54% drop from record
earnings ayear ago but up fromthe
prior quarter as oil prices recovered.

EamingsatthelargestUS. oil pro-
ducer have benefited from higher
crudeoil prices compared to the pre-
vious quarter and demand for gaso-
line and diesel. Wall Street analysts
this month trimmed the third-quar-
ter outlook after the company
pointed to weaker chemical profits
and refining margins,

Results came"broadlyin line"with
market expectations, according to
RBC analyst Biraj Borkhataria, with
weakerthan expected resultsinrefin-
ing and chemicals.

Third-quarter profit was $2.25 a
share, 12 cents below LSEG consen-

Chevron's third gtr profit slips

CHEVRON POSTED a third-quar-
ter profit that missed Wall Street
estimates by a wide margin, send-
ingits share pricedown in pre-mar-
ket trading. Oil company earnings
have slumped from record year-ago
levels as crude prices eased and
highercosts crimped refining and
chemical profits. Results remain
strong by historical standards but
arewell off year-agolevels.

The firm earned 6.5 billion,
down from 511.2 billion in the

susof $2.37 pershare. Thatcompares
with $4.68 inthe same quarterayear
agowhen oil and gas prices climbed
following Russia's invasion of
Ukraine.

Exxon'sbuoyant performance has
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same period last year. Adjusted
profitwas §3.05 ashare,compared
to analysts' expected $3.75 per |
share, according to LSEG data.

The eamnings miss came after
Chevron had warned in Q2 that
maintenanceinits oil and gas pro-
duction and refining businesses
wouldhurt results. Italsosuffereda
setback in a Kazakhstan project
witha delayofaboutsix monthsin
expanding production at its Ten-
gizchevroil operation. REUTERS

led to two all-stock deals: for shale
rival Pioneer Matural Resources and
for carbon pipeline operator Den-
bury, both struck as shares traded
near an all-time record.

REUTERS
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MAHANAGAR GAS
PROFIT MORETHAN
DOUBLES TO ¥339 CR

MAHAMNAGAR GAS
ON Friday reported
an increase of 106%
in its net profit at
¥338.50 crore in Q2 as against
21463.97 crore in the
corresponding quarter of last
financial year. The company's
net profit, however, fell 8% y-
o-y. Its revenue from
operations largely remained
unchanged at 21,7 28.94 crore
in the quarter ended
September.
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