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Healthy retail margins on diesel and gasoline to boost performance, say analysts

OMCs to register strong Q3FY25 earnings

ARUNIMA BHARADWA
MNew Delhi, Janvary 20

THE COUNTRY'S OIL marketing
companies are expected to register
strong earnings in the third guarter
of the current financial year on the
back of healthy retail margins on
dieselandgasolineled bya decline in
arude oil prices,accordingto analysts.

Elara Capital expects OMCs’
retail margin on diesel to increase
to ¥9.3 per
litre against
0.4 per litre
last year and
¥5.8 per litre
in the previ-
ous guarter.
The  retail
gasoline mar-
gin may jump to ¥12.8/litre
against ¥7.8/litre in the same
period last yearand ¥9.4/litre in
the previous quarter.

“We expect gross refining mar-
gins for PSU (public sector under-
takings) refiners — Bharat Petro-
leum, Chennai Petroleum,
Hindustan Petroleum, Indian Oil,
and MRPL — to average at $5.1 per
barrel in Q3FY25E from $1.6 per
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barrelin Q2FY25 and $9.3 perbar-
relin Q3FY 24,"the brokerage said.
It also expects the average crude
inventorygain in thethird quarterto
be $0.3 perbarrel against the loss of
§2.7/barrelin the previous quarter.
“We expect Ebitda (earnings before
interest, taxes, depreciation, and
amortization)foroiland gascompa-
nies to grow 7% year-on-yearand
31% sequentiallyin Q3FY25E ledby
strong retail diesel and gasoline mar-
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gin for OMCs, though partlyoffsetby
LPG losses andweakergrossrefining
marginsfrom lastyear,"Elara Capital
said in itspreview.

For the public upstream sector,
analysts expect crude oil realisa-
tions toremain stable from last year
atS§72.6 per barrel, but down 2%
from the previous quarter.

Elara Capital sees Dil India’s
crude production to growbya mar-
ginal 1% from last year, while gas

https://epaper.financialexpress.com/c/76657889

production is set tobe flat dueto a
delay of a few quarters in Indrad-
hanush Gas Grid gas pipeline con-
nection and constraint in demand
from the Morth-East {until the
expansion of Numaligarh refinery
by QO3FY26). “We expect ONGC’s
Ebitda to grow 7% y-o-y in
Q3FY25E amid lower statutory
levies,” it said.

While OMCsare likelyto register
a healthy Q3FY25, the country’s

city gas distribution (CGD) compa-
nies mayseea mixed trend. Anatysis
expect companies with higherCNG
contribution to see a sharp drop in
Ebitda per scm (standard cubic
meter) margin from last year’s lev-
els due to lower domestic gas allo-
cation by GAIL.

“We expect Ebitda to grow a
sharp 20% on year for Gujarat Gas
duetobase effect (weak Fhitda/scm
margin in Q3FY24), with volume
growth at 5% and Ebitda/scnmar-
gin at ¥5.4/scm (up 13% y-o-y).
Ebitda for Indraprastha Gas and
Mahanagar Gas is set to decline
14% on year and 18% on year,
respectively, led by a 21-26%
decline in Ebitda/scm margin,
though partly offset by a 9-10%
volume growth,"Elara Capital said.

State-owned natural gas com-
pany GAILis likely to registera 6%
fall in its Ebitda during the quarter
under review from the same period
oflast fiscalduetonormalisationof
gas marketing margin. However,
analysts believe that the decline in
Ebitda will be partly offset by rising
transmission  earnings and
improved realisation in LPG andlig-
uid hydrocarbon segments.
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Fresh US sanctions may hit
GRMs of Indian oil refiners

Ritura) Baruah
rituraj.baruah@livemint.com
NEW DELHI

ross refining margins

of Indian oil refiners

are likely to shrink
going ahead post fresh sanc-
tions on two Russian oil pro-
ducers and nearly 200 crude-
carryingvessels, according to
sector experts.

Buyersof cheap Russian il
may now have to lookat other
sources of oil which are
unlikely to be offered at dis-
counts, they said.

“Due to the sanctions, oil
companies may have to look
at other sources of oil, which
may not come with discounts.
This would increase the cost
and eventually shrink refin-
ing marginsofthe refineries.
Although the overall import
bill of the country is unlikely
to see a major hit, the GRMs
may somewhat decline” said
Prashant Vasisht, senior vice
president and co-group head,
corporate ratings, lera.

AsRussian discountsfall to
below $5 per barrel, GRMs of
India public sector OMCs
have already declined by

Discounts on Russian oil are
currently $2.5-4 perbarrel. ae

about 80% in FY25 from the
highs recorded in FY24. Dis-
countson Russian oil are cur-
rently around $2.5-4 per bar-
rel, compared with around $6
per barrel a year ago.
According todata fromthe
Petroleum Planning & Analy-
sis Cell (PPAC), in the first half
of FY25 the refining margins
of Mangalore Refinery and
Petrochemicals Ltd, a public
sector enterprise under the
Union petroleum ministry
and a subsidiary of Oil and
Natural Gas Corp. Ltd (ONGC)
declined asmuchas 80.17% to

$2.56 per barrel from $12.91in
the same period last fiscal.

State-run I0OCL's GRM in
April-September stood at
$4.08 per barrel, compared
with $13.12a barrel during the
corresponding period of the
last fiscal, registering a
decline of 68.90%. The other
public sector oil majors Bha-
rat Petroleum Corp. Ltd
(BPCL) and Hindustan Petro-
leum Corp. Ltd (HPCL)
reported a GRM of $6.12 and
$4.03, lower by 60.31% and
61.58%, respectively.

Russia emerged as the top
supplier of il to India in the
past three years as it offered
crude at steep discounts to get
around Western sanctions
imposed over its invasion of
Ukraine in2022.So far in the
current fiscal (April-October),
India has imported crude oil
worth $31.86 billion from
Russia, about 38.5% of India’s
total oil imports during the
period.

China and India have been
among the biggest beneficia-
ries of Russian crude dis-
counts in the past few vears.

For an extended version of
the story, go tolivemint.com.
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From outright sale to retaining stake, govt
rethinking CPSE disinvestment strategy

]
Abhishek Law
Mew Delhi

The government is reassess-
ing its divestment strategy
for Central Public Sector En-
terprises (CPSEs).

In wide-ranging discus-
sions with different depart-
ment and ministry officials,
businessline learns of a pos-
sible shift in focus from out-
right privatisation of CPSEs
to retaining control over
profitable, high-market-cap
and strategically important
entities.

This shift is driven by ob-
jections from ministers and
senior bureaucrats, who ar-
gue that some CPSEs — like
Shipping Corporation of In-
dia (SCI), NMDC Steel and

Bharat Heavy Electricals Ltd
(BHEL) — are strategically
important for the State to re-
linquish control.

Recently, Rashtriya Ispat
Nigam Ltd (RINL) got a
11,440 crore revival pack-
age and is off the divestment
radar. NDA allies, too, have,
at times, been vocal against
the privatisation of CPSEs.

“Some entities are in core
sector where a State pres-
ence is needed as back-up. In
some cases, India is looking
to ramp up presence and hav-
ing a State-owned company
there could be helpful in the
initial days,” an official ex-
plained. “There have been
some suggestions like part
stake-offload in profitable
CPSEs as an alternative,” an-
other official added.

THE SCI STORY
In the case of SCI, a profit-
ably-run State-owned ship-
ping line, it played a vital role
during the Covid-19 pan-
demic and in navigating in-
ternational sanctions. Con-
sidering the forex outgo on
shipping, there are growing
calls to strengthen SCI, espe-
cially as the country aims to
ramp up domestic ship-
building capabilities.

SCI has a market cap of
nearly 9,500 crore.

OTHER PSUs

Similarly, there is a re-think
about the divestment of
NMDC Steel.

Steel is seen as a core sec-
tor, where government pres-
ence is required. At present,
aramp-up of operationsis on

at NMDC Steel, which pro-
duces 7,500 tonnes of hot
metal per day. To be EBITDA
positive, production ramp-
up to 9,000 tonnes of hot
metal per day is needed. “By
March, NMDC Steel should
be EBITDA positive,” an offi-
cial said.

Officials in the know say
that BHEL, which is into rail-
way coach and heavy elec-
trical equipment making,
could be tagged a “strategic”
PSU and also taken off the
disinvestment list. Previ-
ously, Hindustan Copper Ltd
was tagged “strategically im-
portant” in view of it being
the only State-run entity
having control over the min-
ing of this critical mineral
and also in processing capa-
cities in the country.
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Indian Oil
Planning to
Boost City
Gas Volumes

Sanjeev Choudhary

New Delhi: Indian
Oilhascraftedanag-
gressiveplantoraise
city gas sales volu-
mes to 10 million
metric standard cu-
bic meters a day
(mmscemd) by 2030
from a mere 04
mmscmd today, rely-
ing on a strategy to
win over industries
and commercial ve-
hicle owners to ra-
pidly embrace the
cleaner fuel, a senior
executivesaid.

“Economics is dri-
vingupcity gassales
today as lower prices
of compressed natu-
ral gas (CNG) are lu-
ring three-whee-
lers—passenger as
well as commercial-
—to convert,” said a
senior Indian Oil ex-
ecutive who asked
nottobenamed. Cur-
rently, CNG sales ac-
count for 85% of the
total volume Indian
Oil's city gas divi-
sionsells.

In five years, the
contribution of CNG
will reduce to 50%
while that of indu-
stries and commer-
cial segment will ex-
pand to 30%. House-
holds will account
for 20%.

“CNG demand will
continue to expand
butthe key driver for
meeting  the 10
mmscmd goal would
be wider adoption by
the industry and
commercial seg-
ment,” said the ex-
ecutive, adding that
thedemand willgeta
boost as supply in-
frastructure and av-
ailability increases
and more companies
shift to cleaner fuel
due to regulatory
changes or to meet
theirown decarboni-
zation goal.

CNG demand will
remain strong over
the next five years “if
pricesremain compe-
titive with liquid fu-
el,” he said. “Purcha-
se of a CNG vehicle
today locks in that
amount of gas de-
mand for several ye-
arsin the future.”

Indian Oil has licen-
ses to operate in 26 ci-
ty gas distribution
(CGD) areas. It also
has a JV with Adani
Group, which separa-
tely operates in more
licensed areas. The
target of 10 mmsemd
doesn’t include the
target forthe JV.

Indian Oil is buil-
ding more pipelines
and CNG dispensing
stations to cater to
new demand in its li-
censed areas where
vehicles, homes and
industries have so
far depended mainly
on alternatives like
petrol, diesel, fuel oil
and LPG.

To meet its sales
target, the company
isalso tyingup supp-
lies domestically as
well as in the inter-
national market.
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REGISTRATION FOR PUBLIC PROCUREMENT PARTNERS

Inter-ministerial clarity
sought on China bidders

DPIIT asks ministries to submit inputs within 30 days of application

ASIT RANJAN MISHRA
New Delhi, 20 January

oaddress the high number
of pending applications, a
standing committee
reviewing the implemen-
tation of public-procurement orders,
chaired by the secretary to the
Department for Promotion of
Industry and Internal Trade (DPIIT),
has asked nodal ministries to submit
their recommendations on registra-
tion of bidders from countries shar-
ing land borders with India within
30 days of receiving the application.

This was the view after it
emerged that India had granted reg-
istration to only 17 entities of the 269
applications, with 148 applications
rejected while 104 applications are
waiting for comments from nodal
ministries or the National Security
Council Secretariat, Ministry of
Home Affairs, and Ministry of
External Affairs.

The number of applications
received was 775 but 506 of those
were incomplete and a deficiency
letter was issued to applicants.

“Standing Committee may direct
all the concerned Ministries/
Departments to give their explicit rec-
ommendations regarding the grant
of registration or otherwise within 30
days for further processing of the
application. Standing Committee
may also direct the concerned
Ministries/ Departments to expedite
their recommendations/ comments
on the pending applications,” the
minutes of the latest meeting of the
standing committee, reviewed by

ILLUSTRATION: BINAY SINHA

AWAITING

REGISTRATION

Ministry/ No. of pending
Department applications

Health & FamilyWelfare GG
Petroleum & Natural Gas

Steel m |
Financial Services 8 |
Power 16 |
Heavy Industries 5 |

Civil Aviation (5 |
Electronics & IT 5]
Telecommunication
Chemicals & Fertilisers  [EM

Source: DPIIT

GOVT OKAYS ¥3.5K CR INVESTMENT IN WHITE GOODS PLI

Business Standard, showed.

In February 2023 the
Department of Expenditure had
mandated that any bidder from a
country that shared land borders
with India would be eligible to bid
in any procurement, whether of
goods, services, or works including
turnkey projects, only if the bidder
was registered with the committee
concerned at the DPIIT. This
applies also to Indian bidders who
have a Specified Transfer of
Technology (ToT) arrangement
with an entity from a country that
shares land borders with India.

The above amendment to the
public-procurement order aligns
with Press Note 3 of 2020, which
mandated government clearance for
investment from land-bordering

countries, particularly China, follow-
ing the Galwan Valley clashes of
security forces of the two neigh-
bours, also in 2020. Pending appli-
cations include 16 with the Ministry
of Health and Family Welfare, 14
with the Ministry of Petroleum and
Natural Gas, 11 with the Ministry of
Steel, and eight with the Department
of Financial Services.

Ajay Dua, former industry secre-
tary, said this was more of a request
than direction by the standing com-
mittee. “The 30-day limit should
also be applicable to the Ministries
of Home and External Affairs
because security clearance takes a
lot of time. As Chinese entities
supply goods, services and work at
acompetitive price, it also helps the
government cut costs,” he added.
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L&T, Waaree and Reliance among Ten
Winners of Green Hydrogen Mfg Sops

Bids for second tranche of SIGHT scheme opened Friday; cos yet to get letter of award from SECI

ShilpaSamant

New Delhi: L&T Energy, Waaree
Clean Energy, Reliance Green Hyd-
rogen, and AM Green are among 10
companies that have emerged as lo-
west bidders for government incen-
tivesfor producing green hydrogen.

Oriana Power bid for the lowest in-
centive of 10,000 tonnes per year
capacity but it was almost negligib-
le at 0.01 per kg on an average for
three years, people aware of the de-
velopment said.

Financial bids for giving incenti-
ves under the second tranche for
green hydrogen under the second
tranche of the Strategic Interven-
tions for Green Hydrogen Trans-
ition (SIGHT) scheme were opened
on Friday The companies are yet to
geta‘letter of award’ from the Solar
Energy Corporation of India, the
nodal agency for the tender, said the
people cited above.

Screening for SIGHT Scheme aims for
450,000 tonnes per

year green H2 mfg
capacities

Incentive cap:
750 per kg in
1st year of
production, 40

Second tranche has

per kg in 2nd &

The Ministry of New and Rene-
wable Energy had invited bids toes-
tablish 450,000 tonnes per year gre-
en hydrogen manufacturing capa-
cities under the second tranche
with a total allocated incentive of
%5,400 crore. A total of 14 companies
bid 622,500 tonnes against that offe-
red by the government.

Of the 10 companies that secured
incentives, most got the maximum
capacities they had quoted, the pe-

730 per kg in
total allocated
incentive of 25,400 cr %
ies bi Most firms got
14 companies bid ;
against govt's offer Fad dlioied

ople said.

Others which got incentives for
capacity bids include Suryadeep
KA1, GH2 Solar, and Green Infra
Renewable.

Suryadeep KA1l and Green Infra
could not be reached for comment.
Others did not respond to ET’s
email queries.

The winners were selected on the
least incentive demanded. The ten-
der followed a bucket-filling appro-

= ach where the bid-
SIGHTispart  der with the lowest
of National incentive require-
Green ment would be
Hydrogen awarded the finan-
Mission, cial support and its
launched in required capacity,
Janvary 2023 followed by the next
withan lowest and so on un-
outlay of til the entire offered
?17,490crore  capacity was ex-
hausted.

The cap for the incentive is 350 per
kg in the first year of production,
740 per kg in the second and %30 per
kginthelast.

TheSIGHT programme isapart of
India’s National Green Hydrogen
Mission, launched in January 2023
with an outlay of 17,490 crore for
green hydrogenand electrolysers.

Of the total capacities on offer,
410,000 tonnes per year of green
hydrogen production is technology
agnostic, while the rest is for bio-
mass-based pathways.
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LAUNCH — MRPL ST
The Minister of Petroleum and Natural Gas, Hardeep Singh Puri, = )
launched MRPL's product, Toluene, during his visit to the refinery l '3
recently. He also engaged in discussions with MRPL's senior officials.
Withanannual production capacity of 40 TMT, MRPLs Toluene facility
exemplfies India's progress toward self-reliance and global
competitiveness in the petrochemical sector.
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LUBE FOR THE
ECONOMY

The oil sector is seen to be greasing the wheels of India’s economy for the
foreseeable future. Will this lead to more capex for the ministry?

SDINAKAR

Amritsar, 20 January

orasector that accounts for 15 per
centof India’s gross domestic pro-
duct (GDP) and 26 per cent of the
revenue receipts of the Central
and state governments, India’s petroleum
ministry is woefully underfunded.

The petroleum sector contributed ¥4.32
trillion to the Central exchequer by way of
taxes, royalties, and dividends, among
others, and 3.19 trillion to the states in
2023-24, according to an oil ministry doc-
ument. That is adequate to almost cover
the combined federal government spend-
ing on pension, defence, and health. Fuel
exports contributed 11 per cent to India’s
total exports by value last financial year
and the country’s major oil and gas com-
panies contributed around 10.75 per cent
of India’s GDP, government data shows.

On the other hand, the oil ministry

received 1,128.97 crore towards capital
expenditure in its Budget estimates (BE)
for 2024-25, as against ¥35,508.98 crore in
2023-24, only 3.17 per cent of the budgeted
estimates in 2023-24, according to govern-
ment documents. A 330,000 crore grant
offered for energy transition plans of state
oil companies and a¥5,000 crore allocation
for filling the country’s strategic reserves
were shelved.

For 2023-24, the ministry received
12,240 crore in subsidies for LPG, budget
documents show. A parliamentary report
says the government must enhance capital
expenditure substantially in the upcoming
Budget for 2025-26, because the wheel of
India’s economy will continue to be
greased by oil and gas for the
foreseeable future.

“Import dependency of the crude oil
and natural gas of the country is very high
and the same is a big concern for the
energy security of the country,” says the

Standing Committee on Petroleum &
Natural Gas in a December 2024 report on
Demand for Grants. “In order to achieve
the long-term goal of securing energy secu-
rity, the country needs to make large cap-
ital investments.”

India imports nearly nine out of every
10 barrels it consumes, and half of its gas
needs. Also, the oil and gas sector is a large
employment generator.

But of greater concern is the inability
of state-owned oil companies to make
huge investments. Check these numbers.
The Internal and External Budgetary
Resources (IEBR) allocation towards cap-
ital expenditure of oil PSUs in the current
fiscal is estimated to be 1.18 trillion, which
is a reduction of 18,322 crore in the esti-
mated allocation from the actual capital
expenditure of %1.37 trillion last fiscal, and
of the same level as the actual capital
expenditure of ¥1.19 trillion in 2022-23.

Oil secretary Pankaj Jain told Business

Standard at an event in Delhi late last year
that the government had not postponed
construction of new refineries. He catego-
rically denied any hurdles in building
grassroot refining and chemical projects.
He said the current refining capacity was
adequate to meet fuel demand now.

“Indian oil companies have been
prompt in putting up refineries for fuels,”
says Prashant Vasisht, Senior Vice
President and Co-Group Head, corporate
ratings, at ICRA, a US Moody'’s affiliate.
“But capex can be increased on petro-
chemicals and chemicals and renewable
energy owing to carbon transition risks in
line with global peers.”

Bhanu Patni, Associate Director, India
Ratings & Research, says: “Oil and gas pro-
ducers are likely to continue spending on
new field developments and maintaining
output from existing fields. Refiners, espe-
cially oil marketing companies, are also
focusing on capacity build-up, debottle-
necking, and petchem capex with the
lower gross refining margins offset by
better marketing margins at the current
retail prices.”

Fueluse
Unlike China, India will need oil and gas
for a much longer duration to power its
economy, international forecasters say.
The US Energy Information
Administration forecasts
that India will be the biggest
demand driver for oil in
2024 and 2025, adding
280,000-300,000 barrels
per day annually — a view
seconded by the Paris-
based International Energy
Agency, which downgraded
China’s demand outlook
while retaining India’s.

New Delhi-based think
tank TERI in a recent report outlined gas-
oline demand to peak by 2044-45 at 94
million tonnes of oil equivalent (toe) if the
government successfully electrifies 30 per
cent of its passenger fleet by 2030.
Diesel demand is expected to peak at 234
million toe by 2056-57, giving Indian
refiners more than two decades to recoup
their investments.

Indiaisina position to build new refin-

ing capacity, said Amrita Sen, head of

research at London-based research agency
Energy Aspects, at the India Energy week
in Goa last year, anticipating net global
refining capacity to expand by 500,000
bpd annually from 2026-30, compared
with oil demand growth of at least 1 mil-
lion-1.5 million bpd each year, adding to a
deficit of transportation products.

“In view of the fact that the demand for
petroleum products has been increasing
continuously during the last 10 years, the

The petroleum
sector contributed
¥4.32 trillion to the
Central exchequer
by way of taxes,

royalties, and
dividends, among
others, and

states in 2023-24

IN NUMBERS

Capex of oil ministry (in ¥ crore)

2022-23 2023-24 2023-24  2024-25
Actual  Budgeted Actual Budgeted
Exploration & production 48,125 NA 55,934 50,382
Refining & marketing 61,822 NA 69,763 57,176
Petrochemical 8,966 NA 10,933 10,851
PaymentstoISPRL 0 5,000 0 ol |
Payment for new caverns 0 508 0 408
Capital support for OMC 0 30,000 0 0
Source: Standing committee on Petroleum Ministry, Dec2024 report

committee feels that the country needs to
find more crude oil and gas resources and
create additional refining capacity and dis-
tribution infrastructure to meet growing
demand. Further, oil PSUs need to invest
more in energy transition projects to meet
net zero commitments," says the parlia-
mentary standing committee’s report.

After a long hiatus, Indian companies
are reviving plans for three new grassroot
refineries with roughly 600,000 bpd of
combined capacity. A need for new facil-
ities has come after a surge in fuel and
chemical use coupled with a slower-than-
expected growth rate for cleaner fuel
vehicles. Bharat
Petroleum is assessing two
newbuild refineries with
roughly 360,000 bpd of
combined capacity, while
state-run explorer Oil &
Natural Gas Corp is weigh-
ing options for a 240,000
bpd facility in Gujarat,
industry sources say.
India’s current refinery
additions will total 1.06
million bpd by 2028,
increasing the country’s total refining
capacity to 6.2 million bpd, according to
the oil ministry.

Projectdelays

But project delays are a matter of concern.
They prevent refiners from utilising their
budgeted capex.

Indian Oil’s Paradip refinery, India’s last
big greenfield project, was conceived dur-
ing Prime Minister Atal Bihari Vajpayee’s
government. It was commissioned during
Prime Minister Narendra Modi's first term.

Similarly, state-owned refiner
Hindustan Petroleum’s upcoming 180,000
bpd refinery in Barmer in Rajasthan is
expected to begin commissioning this
June, after at least a year's delay. Ashok
Gehlot, former chief minister of Rajasthan,
said in a tweet that when he visited the
refinery in June 2023, top officials had

assured him that commercial production
would start by December 31 that year. The
project has been in the works since 2013.

Indian Oil’'s 180,000 bpd grassroots
refinery project in Nagapattinam in Tamil
Nadu faces delays of up to two years due
to difficulties in securing investors and
higher costs. Indian Oil had increased its
stake to 75 per cent to execute the project,
itsaid in an exchange filing last year.

Similar delays are noticed in state-run
explorer Oil India’s Numaligarh Refinery
project. It was to be completed by 2024,
but has been pushed to December 2025-
March 2026. Oil India plans to treble its
capacity to 9 million tonnes a year at an
estimated investment of more than
328,000 crore. Such delays needed to be
avoided, the parliamentary report said.

India’s energy security is also at risk by
alack of spending on strategic storage. The
government denied 5,000 crore to oil
companies for refilling the existing three
rock caverns with a combined capacity of
5.33 million tonnes, around 10 to 11 days
of India’s fuel consumption. The caverns
are around 67 per cent full, according to
thereport, which is hardly a week of India’s
consumption.

The oil ministry said there was no pro-
vision to fill crude oil reserves this financial
year but a provision will be made in the
2025-26 budget. The Committee has told
the oil ministry to maintain the optimum
level of Indian Strategic Petroleum
Reserves and take up the matter of alloca-
tion of adequate budget with the finance
ministry, given the current geopolitical
scenario, especially that of regions that are
major suppliers of crude oil.

“The capital expenditure of the mini-
stry and oil PSUSs is not sufficient to meet
and manage the surge in demand of petro-
leum products in the country and achieve
net-zerotargets,” the committee observed
in its report. It found the -capital
expenditure in the current financial
year inadequate to achieve the long-term
goal of energy security and recommended
an increase.
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Mangalore Refinery
Q3 net declines 21%

Mangalore Refinery and
Petrochemicals Ltd
(MRPL) on Monday report-
ed a 21% drop in its third-
quarter net profit as reve-
nues slid, negating a rise in
refinery margins. en
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MRPL Q3 net declines
21.44 per cent to ¥304 cr

Mangaluru: Mangalore Refinery
and Petrochemicals Ltd

(MRPL) recorded a profit after
tax of T304 crore in the third
quarter of FY25 against a profit
of ¥387 crore in the year-ago
period, a decline of 21.44 per
cent. Total revenue from
operations of MRPL stood at
¥25,601 crore during the
quarter (¥28,364 crore). Its
total export was at T8,114
crore (10,205 crore). Its gross
refining margin (GRM) stood at
$6.21 a barrel ($5 a barrel). The
total throughput of the
refinery stood at 4.60 million
tonnes (4.42 mt). Merey-16
crude from Venezuela was
processed for the first time in
November 2024. our sureau
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Oil demand falling faster
than it looks in China

IS CHIMA STIL L the best justification for ongoing crude demand, or the worst?

While most of the world remains fixated on the slow-motion carcrash in its real
estate sector, oil executives seem unruffled. “We are very bullish on China,and their
demand picking up,especiallywith thebig stimulus package coming out,"SaudiAra-
bian Oil chief executive Amin Nasser told a conference in Singaporein October.

The major forecasting groups have a similar outlook. Growth last yearwas well
belowannualincreasesthathave averaged about 600,000 dailybarrels over the past
decade — but it was still positive, by their estimates. Consumption rose by about
300,000 barrels a day, accarding to the Organization ofthe Petroleum Exporting
Countries,whilethe International Ene rgyAgency sawa 200,000 barrel-a-daygain.

China'scustomsand outputdatapaint quiteadifferent picture.Combine domes-
ticrefinery processing with net exports of gasoline, diesel,and the like, and the con-
sumptionof petroleumisabout 300,000 daily barrels lowerthanin 202 3. Ifthecoun-
tryis still sucking up crude, it’s likely because it was adding to a stockpile that's still
relativelyleanbythe standardsofothercil importers. Fuel that’s used to pad outinven-
tories in 2024 is essentially consumption pulled forward from the future, so its not
the sort of thing you'd want to rely on if you're investing
ina 15-yearoil project.

Anothersortof pulled-forward consumption will pose
afurtherheadacheforoilproducers. One of the main ele-
ments we've seenof that stimulus package that Nasser
was 5o happyabout emerged thismonth —an 81 billion
yuan($11 billion)extension of Beijing’s vehicle trade-in
policy to get consumers to upgrade old cars and appli-
ances to more energy-efficient variants.

AsMorgan Stanley’s formerchiefeconomist Stephen
DAVID Roachhas pointed out, thatwon't result in alargersumof
FICKL[NG consumer spending somuchasalterthe timing ofit, get-
: ting people to buy new durable goods sooner than they
Blecmberg would have done But its effect on fuel consumption will
bemore lasting, because an earlier purchase of anelectric

car meansa faster decline in demand for gascline.

Some 60% ofvehicles bought under the programme last year camewith a plug,
and China's car market is already at a tipping point: Battery and plug-inhybrid cars,
locallytermed new energyvehicles or NEVS,in Decembermade up 49.4% of car sales,
and 46.8% across the full year. Conventional and normal hybrid carswill bea minor-
ity of the market thisyear,and the onlywayis down. Cars in China havea typical life-
timeof about 13 years,sothe size of the conventional fleet has likely been flatlining
fora couple of vears, andincreasinglydominated by more efficient recent models,

To give Nasser credit, his great hope for Chinese demand doesn’t focus on road
fuelssomuch as petrochemicals, Butit's ncreasinglyhard to frame that as part of the
country’s growth story. As we've written, China has been actively onshoring its
petchem industryforseveral years nowwith several massive refineries specialising in
producing polymers and otherorganic chemicals. Much ofthis ends up exported
again,so it'sarguable whethertheend-useris Chinese at all.

Take commodity plastics such as bags, utensils, cheap household ods, fabric,
and bulkwholesale materials, Exports in this category increased from $8 O billion in
201810 S132billionin 2023,111L1chnfitgoiugtcthe South and Southeast Asian coun-
triesthat are increasinglybecoming workshops for China's exports.

Ifyou assumeoilbeing soldata 50% mark-up above the prevailing price of poly-
ethylene(the most common plastic feedstock)it still represents about 600,000 bar-
relsaday,about afifth of theincreasein China’soil consumption overthe period.

These productsand theirfossil rawmaterials are getting used, whether it'sinChina
orelsewhere. But oil producers counting on Beijing’s stimulus to stoke demand for
their products need tothinkhard aboutwhere their ultimate consumers are living.
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Oil Slides as Market
Awaits Trump's
Measures on Energy

NEW YORK: Qil prices

slipped on Monday as

US President-elect

Donald Trump was
sworninforasecond time, and said
he would immediately declarea
national energy emergency, prom-
isingtofillup strategic reserves
and export Americanenergy all
over the world.

Brent crude futures were down by
95cents,or1.2%,10$79.84.US
West Texas Intermediate crude
futures weredown by $1.30, or
1.7%,10$76.58.

Trump will sign an executive
order declaring anational energy
emergency aimed at increasing US
oil and gas production, lowering
costs for US consumers and boost-
ing US competitiveness,anin-
coming White House official said
on Monday.

- Reuters
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Refiners ask ADNOC to
offer oil delivered price
—

New Delhi: State-run refiners
have asked Abu Dhabi National
Oil Co (ADNOC) to offer
pricing its crude on a delivered
basis as well to manage costs,
sources said. Refiners in India
have been hit hard by a spike in
global oil prices and shipping
rates after Washington
recently imposed sweeping
new sanctions targeting
Russian insurers, tankers and
oil producers. reuters
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Rising consumption by power and industry
sectors lifts LNG imports by 27%1n 2024

L
Rishi Ranjan Kala
New Delhi

India’s imports of liquefied
natural gas (LNG) rose by
more than 27 per cent y-o-y
in CY24 on the back of rising
consumption for sectors,
such as city gas distribution
(CGD), power and
industries.

According to the Petro-
leum Planning and Analysis
Cell (PPAC), India imported
around 37,336 million stand-
ard cubic meters (MSCM) in
2024 with monthly in-bound
cargo hitting a record during
July (3,689 MSCM), October
(3,626 MSCM) and May
(3,516 MSCM).

LNG imports in Decem-
ber 2024 were flat m-0-m on
a provisional basis at 3,022
MSCM. However, on an an-
nual basis, the imports rose
by over 18 per cent. Com-
pared to 2022 (CY), LNGim-
ports by the world’s fourth
largest importer grew by

39.4 per cent from 26,779
MSCM.

Analysts and industry in-
siders attribute the growth
in imports to rising industry
consumption, growing ac-
ceptance of LNG as the best
transition fuel and govern-
ment’s mandate to gas-based
power plants to run at op-
timum capacity during the
year to meet the growth in
electricity demand.

During 2024, LNG im-
ports averaged 3,111 MSCM,
compared to 2,445 MSCM
and 2,232 MSCM during
2023 and 2022 respectively.
As of November 2024, LNG
imports accounted for al-
most 51 per cent (50.9) of In-
dia’s total requirement of
natural gas.

RISING CONSUMPTION

India’s cumulative natural
gas consumption rose by al-
most 13 per cent y-0-y to
66.36 billion cubic meters
(BCM). December 2024 us-
age data has not been up-
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dated. During April-Novem-
ber in FY25, gas
consumption grew by 10 per
centy-o-yto48.7 BCM. India
consumed 67.5 BCM and 60
BCM during FY24 and FY23
respectively.

The International Energy
Agency (IEA) has revised up-
wards the growth rate in In-
dia’s gas demand to 8.5 per
cent from 7 per cent y-o-y in
CY 2024. Similarly, the Gas
Exporting Countries Forum
(GCEF) predicts usage to
grow at 6 per cent y-o-y.

Fitch Ratings expects In-

dia’s total natural gas con-
sumption to rise by around
10 per cent in FY25 ("M
FY25: 11 per cent). Con-
sumption rose by 11-14 per
cent in the CGD, refineryand
petrochemical segments in
TMFY25.

Increasing demand from
key end-user sectors, policy
measures supporting the use
of gasasitiscleaner thantra-
ditional fuels, and rising nat-
ural gas production and LNG
imports will support this
growth, it added.

“We expect LNG imports
to increase by around 20 per
cent in FY25 (7M FY25: 22
per cent). This will be driven
by increasing demand and
lower international gas
prices that will improve af-
fordability for price sensitive
sectors. The faster growth in
LNG imports than domestic
production will continue to
increase imported LNG de-
pendency (7M FY25: 51 per
cent and FY24: 47 per cent),”
itsaid.
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Tata Motors to pilot
hydrogen trucks

in March quarter

TATAMOTORS WILL start
operating trucks powered by
hydrogen internal combustion
engines on a pilot basis in the
March quarter. Under the pilot
project, part of the National
Green Hydrogen Mission, the
company along with |OCL will
run the trucks on three routes for
18 months.

FINANCIAL EXPRESS

READ TO LEAR
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