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Better refining and marketing margins
boost HPCL Q3 profits toX2,544 crore

—
Our Bureau
New Delhi

State-run Hindustan Petro-
leum Corporation (HPCL)
on Thursday reported a
multi-fold jump in its consol-
idated net profit at around
%2,544 crore during Q3 FY25
aided by better marketing
margins.

The oil marketing com-
pany’s consolidated total in-
come was largely flat on an
annual basis at around 1.2
lakh crore. Sequentially, in-
come was up 10 per cent.

HPCL's consolidated total
expenses were also largely
flat on an annual basis at
¥1.16 lakh crore, up 7 per
cent sequentially.
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The company attributed
the stellar results to better
physical performance and
operational efficiencies in
both refining and marketing
divisions, coupled with im-
proved margins.

Average Gross Refining
Margin (GRM) for April-
December 2024 is $4.73 per
barrel against $9.84 in the

year-ago period. Average
GRM in Q3 FY25 was $6.01
per barrel ($8.49).

OPERATIONAL METRICS
During Q3, BPCL refineries
recorded crude throughput
of 6.47 million tonnes (mt),
operating at 111 per cent of
the installed capacity.

The company also recor-
ded its highest-ever
quarterly sales volume of
12.87 mt (including exports)
during Q3 (11.9 mt) register-
ing agrowth of 8.2 per cent.

The OMC also recorded
its highest-ever pipeline
throughput of 6.93 mt.

In 3, sale of Motor Fuels
was 7.85 mt, growth of 6.3
per cent year on year. In
LPG, it achieved a sales

The OMC’s
consolidated
total income
was largely flat
on an annual
basis at around
1.2 lakh crore

volume of 2.31 mt, up 4.9 per
cent.

Aviation business recor-
ded a growth of 26 per cent-
with sales volume of 285,000
tonnes during the December
quarter.

The lubricant segment’s
sales volume was 178,000
tonnes, growing 11.5 per
cent.



BUSINESS LINE, Delhi, 24.1.2025

Page No. 2, Size:(12.71)cms X (11.43)cms.

BPCL approaches Andhra govt for
land acquisition to set up refinery

MEGA PLAN. Looking for a JV partner for the refinery-cum-petrochem complex

I
Rishi Ranjan Kala
New Delhi

State-run Bharat Petroleum
Corporation (BPCL), which
requires around 6,000 acres
for its refinery-cum-petro-
chemicals complex in
Andhra Pradesh, has ap-
proached the government
forland acquisition along the
State’s coastline.

“We have almost identi-
fied the land. We have to
start the acquisition process.
We have approached the
Andhra Pradesh government
for acquisition,” Vetsa Ra-
makrishna Gupta, Director -
Finance, BPCL, told in an
analyst call on Thursday.

“Mainly, we have to wait
and see once the detailed
project reports (DPRs) and
field studies are over. We can
firm up the numbers and
then reach the final invest-
ment decision (FID) level. By
December 2025-end, we can
expect this final number,”
Gupta added. He explained

BIG VENTURE. BPCL has approached the Andhra Pradesh
government for land acquisition along the State’s coastline

that the BPCL board had ap-
proved %6,100 crore for pre-
project activities, which is
mainly for land acquisition.

“The major component is
for land acquisition and de-
velopment. It will take an-
other six-nine months to
complete the DPR and field
studies,” he added.

REFINERY COMPLEX

On the configuration of the
refinery, Gupta pointed out
that it takes a significant
amount of pre-investment
before a final decision on the
configuration of the refinery
is taken.

“Broadly, we are looking at
two train options of 9 million
tonnes (mt) and 1 mt, which
will have a large intensity of
petrochemicals. For in-
stance, if we are going for 9
mt of refining capacity, we
are looking at 3.8-4 mt of pet-
rochemicals. Broadly, we are
looking for a configuration of
about 3-3.5 mt of petroleum
products and around 4 mt
petrochemicals,” he added.

“Roughly, the initial indic-
ation of capex will be around
95,000 crore at gross level.
The Andhra Pradesh govern-
ment has indicated a good
amount of capital subsidy,”

Gupta said. BPCL is also ex-
ploring for a joint venture
(JV) partner for the refinery

complex.
He expected the project to
be  commissioned  “48

months from the date of FID.
We may may have to start
this project along with Bina
refinery expansion. By the
time Bina reaches mid-stage,
maybe the AP refinery pro-
ject will start,” Gupta said.

RUSSIAN CARGOES

Gupta said that crude oil
shipments from Russia dur-
ing March 2025 would be
lower by 20 per cent due to
the US sanctions. “Sufficient
cargoes” from Russia are not
available. Russian supplies
accounted for 31 per cent of
BPCL's cumulative cargoes
during Q3 FY25, compared
with 34-35 per cent during
Q1 and Q2.

Sufficient cargoes are
available in the market from
West Asia and the US, said
Gupta, adding that the situ-
ation with Russia could be
“temporary”.
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Curbs on Russian oil
won't impact India
supplies: I0C chief

Press Trust of India
feedback@livemint.com

DAVOS: Any further sanctions
against Russia will not haveany
impact on India's crude oil
requirements and the global pri-
ces should remain stable in the
$75-80 per barrel range, as all
sanction fears have already been
factored in, Indian Oil chairman
Arvinder Singh Sahney said on
Thursday.

Speaking to PTI here during
the World Economic Forum
Annual Meeting, he also said
there are several CNETgy SOUrces
that can be tapped to meet
India’s energy requirements in
case of any eventuality.

Asked about the Indian partic-
ipation at Davos, Sahney said it
feels great to see India with a big
presence here.

“It helps as so many global
corporates we can meethereata
single place. We can exchange
ideas with all of them, and that’s
good for the company and econ-
omy asawhole,” he added.

On Donald Trump’s second
US presidency and its impact on
India, he said it should be posi-
tive for the energy sector
because “he has emphasised that
we have to produce more energy
and we are not averse to more
energy sources. It is always bet-
ter to have more and more
energy sources”.

India imports nearly 87% of
crude oil, and if the country gets
more than one source, it would
be better, he said.

On fears that Trump can
impose more sanctions on Rus-
sia if the war doesn't stop, he
said it would not have any major
impact.

“Before the Ukraine war
started, India used to get less
than 2% oil from Russia. After
the war started and Russia was
not allowed to sell to Europe etc,

India imports nearly 87% of

crude oil. MINT
we started getting more from
Russia.

“If that goes down due to
sanctions, we have other sources
to compensate for that. We have
not left our other sources,
whether they are in the Gulf,
OPEC, OPEC-plus, the US, Guy-
anaor Brazil,” he added.

Also, he said, there are new
non-OPEC countries, and there is
no dearth of crude oil.

“What price we will get, what
would be quantity and how the
transportation will happen, we
will look into all of that, but1can
assure you that there won't be
any impact on availability or the
energy security of the country,”
theIOC chief said.

On whatimpact it can have on
global crude prices, Sahney said
there should not be much effect
on global prices. When the sanc-
tions were first imposed, the pri-
ces had gone up to $83 per bar-
rel, but it has come down slowly
in the last 5-7 days, and now, it is
around $79, he explained.

“All the concerns were
already factored in..and my per-
sonal assessment is that it will be
in the range of $75-80,” he said.

On budget expectations, he
said the support needed from the
government for the energy sec-
tor is already there, and there is
no further specific demand as of
now.
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Fuel prices in India to remain stable amid fluctuating crude rates: IOC Chairman

ANI
Indian Oil Corporation (I0OC)
Chairman Arvinder Singh
Sahney has reaffirmed the
company's commitment to
maintaining stable fuel prices
despite fluctuating crude oil
rates.

In an exclusive conversation
with ANI on the sidelines of

the World Economic Forum
2025 Meeting, he emphasized
that ensuring both accessibil-
ity and affordability of fuel
prices remains a priority to
shield customers from market
volatility.

"We have seen crude prices
from (USD) 110-120 to 80-60. So
during this period of the last
three years or so, the pump
prices have remained more or

less consistent and we have
insulated our general public,
our customers from the
vagaries of these fluctuations,”
Sahney said.

Highlighting the company's
strategy, Sahney noted that
balancing fuel affordability
with the corporation's finan-
cial health is a delicate act,
achieved successfully with gov-
ernment support.

"We have to keep again the
question of accessibility and
affordability of the fuel prices,
fuel that has to be given to my
customers. That has to be kept

in mind and we have to keep
our balance sheets also in
mind. So that is a very delicate
balancing act, which we have
been doing successfully till
now with the support of the
government and in future also
we will continue to do that,” he
added.

On the question of LPG
pricing and subsidies, Sahney
stated that managing the bal-

ance sheets while providing
essential energy to public
remains a crucial responsibil-
ity. "These adjustments are
part of our regular operations.
As a public sector company,
our goal is the welfare of the
country, while also ensuring
returns to our stakeholders. It
is a delicate but necessary task,
and we are committed to
carrying it forward,” he said.
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HPCL consolidated
profitin Q3 surges
257%t0x2,544 cr

ARUNIMABHARADWAJ
New Delhi, January 23

HINDUSTAN PETROLEUM
CORP Ltd on Thursday
reported a surge of 256.8%
year-on-year in its consoli-
dated net profit for the
Decemberquarter of FY25 at
¥1.543.65 crore from
¥712.84 crore in the year
ago period.

The company’s net profit
also rose significantly from
¥1421.67 crore in the second
quarterof FY25.Theincrease
in net profit can be attributed
to robust refining and mar-
keting margins registered
duringthe quarter.

The company’s revenue
from sales of products, how-
ever, remained muted at
around ¥1.18 lakh crore.

The state-owned oil mar-
keting company’s average
gross refining margin (GRM)
during April - December
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Met profit Revenue
from sales
period stood at$4.73 perbar-

rel asagainst $9.84 perbarrel
during the corresponding
previous period.

Theincreasein profitabil-
ity can be attributed to robust
physical performance and
operational efficiencies in
bothrefining and marketing
divisions, coupled with
improved margins, the com-
pany said.

FINANCIAL EXPRESS
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HPCL Net Profit Jumps
3-Fold to 2,543 crore

Our Bureauv

Mumbai: State-run Hindus-
tan Petroleum Corporation
Limited (HPCL) on Thurs-
day reported an over three-
fold increase in its Decem-
ber quarter net profit, dri-
ven by improved business
performance and handsome
marketing margins.

Consolidated net profit ca-
me in at Rs 2,543.65 crore du-
ring the October-December
2024 period against Rs 712.84
croreinthesame periodaye-
ar back.

Total income, however, sto-
od nearly flat at Rs 1.19 lakh
crore.

"The increase in profitabi-
lity is attributable to robust
physical performance and
operational efficiencies in
both refining and marketing
divisions, coupled with im-
proved margins,” a company
statement said.

The profit was despite the
firm booking an under-reco-

very of about Rs 3,100 crore
on the sale of domestic coo-
king gas LLPG at the govern-
ment-controlled price. The
government, however, is yet
to make provision for the
subsidy support for LPG.

State-owned fuel retailers
including HPCL,
Indian Oil Corpo-
ration Ltd (IOC)
and Bharat Petro-
leum Corporation Ltd
(BPCL) have not revised re-
tail selling prices of petrol
and diesel despite a fall in
benchmark international
oil prices during the quar-
ter.

The three firms had last re-
vised petrol and diesel pri-
ces in mid-March 2024 whe-
reintheyreducedratesbyRs
2 per litre ahead of the gene-
ral elections last vear.

The basket of crude oil that
India imports hovered aro-
und $85 per barrel at that ti-
me. Rates averaged less than
$74inthe October-December
gquarter.
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HPCL net profit rises
over three times in Q3

NEW DELHI: Hindustan
Petroleum Corporation Ltd
(HPCL) on Thursday reported
more than tripling of its Decem-
ber quarter net profit as market-
ing margins soared.

Consolidated net profit
stood at Rs 2,543.65 crore in
October-December 2024 - the
third quarter of FY25 - com-
pared with Rs 712.84 crore
earning in the same period a
year back, according to a stock
exchange filing of the company.

Profit was also up quarter-
on-quarter when compared
with Rs 142.67 crore earning
in July-September 2024. Pre-
tax earnings from downstream
fuel retailing business jumped
to Rs 4,566.07 crore in the third
quarter from Rs 981.02 crore a
year back and Rs 1,285.96 crore
in the preceding quarter.

This is because HPCL and
other state-owned fuel retail-
ers - Indian Oil Corporation
Ltd (I0C) and Bharat Petro-
leum Corporation Ltd (BPCL)
- continued to keep retail sell-
ing prices of petrol and diesel
on freeze despite a fall in bench-
mark international oil prices
during the reference period.

The three firms had last
revised petrol and diesel prices
in mid-March 2024 when they
reduced rates by Rs 2 per litre
ahead of the general elections
last year. The basket of crude
oil that India imports hoovered
around $85 per barrel at that
time. Rates averaged less than
$74 in the October-December
quarter.

The rate freeze has often
been justified on grounds
that the oil companies need to
recover losses they make when

prices of crude oil, which is
refined to make fuels like pet-
rol and diesel, rise. Income
from operations was almost
unchanged at Rs 1.18 lakh crore,
according to the HPCL filing.

The profit was despite the
firm booking an under-recov-
ery of about Rs 3,100 crore on
sale of domestic cooking gas
LPG at government controlled
price. This under-recovery is to
be made good by the govern-
ment in the form of subsidy
support but so far no provision
has been made during the cur-
rent fiscal year.

For the first nine months
of the current fiscal, HPCL
had an under-recovery of Rs
7,598.93 crore on LPG. HPCL
net profit dropped 75 per cent to
Rs 3,320.26 crore. In the 2023-
24 fiscal, the company as also
the other two fuel retailers made
record profits from holding fuel
prices despite fall in cost.

The company processed 6.47
million tonnes of crude oil in
October-December, up from
5.34 million tonnes a year back.
It sold 12.32 million tonnes of
fuel in the quarter, up from
11.36 million tonnes last year.

The company earned $6.01
on turning every barrel of crude
oil into fuel during October-
December 2024, down from
$8.49 a year back. PTl
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Only six of 23 firms with dollar debt to be
hit; strong credit profiles to hold them up

Indian Cos Hedged
Well to Withstand
Dollar’s Rise: Mooy’s

Our Bureau

Mumbai: Strong cash flows and
credit profilesand a natural hed-
ge against the US currency will
shield Indian companies expo-
sedtothedollardespite therupe-
e's 5+ % fall in the past two years
to a near all-time low, global cre-
ditrating agency Moody’s said.

Of the 23 rated Indian compani-
es assessed by Moody’s only six
are expected to be exposed to the
effects of dollarstrength, but they
have sufficient mitigating factors
to tide over the weakness of the
rupee, the ratingagency said.

0il marketing companies
(OMCs), Bharat Petroleum, Hin-
dustan Petroleum, and Indian Oil
Corporationearntheirrevenuein
rupees but their raw material
costs are largely in US dollars.
These companies however have a
natural hedge to their dollar debt
since some of their special fuel sa-
les are tied to the US dollar.

“Their status as government-
related issuers and established
access to international capital
markets will mitigate refinan-
cing risks associated with their
upcoming debt maturities,” Mo-
ody's said.

For ANI Technologies, the pa-
rentcompany of OlaCabs, revenu-
es are earned in rupee but 90% of
its debt is denominated in US dol-
lars. “Still, significant cash reser-
ves and a net cash position mitiga-
teassociated risks,” Moody’s said.

Another of the six companies
that are exposed to the US dollar,
UltraTech Cement, has 45% of its
debt in US dollars, but the compa-
ny always follows a fully hedged

strategy which will help to de-risk
it from adverse currency fluctua-
tions. “Sustained currency depre-
ciation would increase the cost of
some of the company's imported
raw materials, dampening ear-
nings and profitability However,
its strong credit profile and robust
financial metrics mitigate these
risks,” Moody’s said.

Mobile services provider Bharti
Airtel which has 49% of its total
borrowings denominated in US
dollars and 75%-80% of revenuein
rupees, too actively Bharti Airtel
actively hedges its exposure,

“The company has demonstra-
ted strongaccess to funding, resul-
ting in minimal risk,” Moody's sa-
id, adding that its remaining ear-
nings come from its operations
across 14 countries in Sub-Saha-
ran Africa, which are also subject
to significant currency volatility.
“The proportion of US dollar debt
is lower at around 18% after inclu-
ding the company’s deferred spec-
trum and AGR liabilities which
are not subjectto refinancingrisk.
Also, $1 billion of the perpetual se-
curities have their first interest re-
set dates and call option exercise
period from January 2025 to April
2025, Moody’s said.
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Indian Energy Exchange net profit
rises nearly 17 per cent in Q3

PTI ® NEW DELHI

Indian Energy Exchange
(IEX) on Thursday posted a
nearly 17 per cent rise in its
consolidated net profit to Rs
107.29 crore, mainly driven
by higher revenues.

The company had reported a
consolidated net profit of
T91.80 crore for the quarter
ended December 31, 2023, a
BSE filing showed.

Its total income rose to
¥160.53 crore in the quarter
from ¥141.21 crore a year ago.
The Board of Directors has
also approved the payment of
an interim dividend of ¥1.50
per equity share, having a face
value of X1 each for 2024-25.

The record date for
ascertaining the name of
members/beneficial owners
entitled to receive the interim
dividend is Friday, January
31, 2025.

IEX, in a statement, said that
during the quarter, IEX
achieved an electricity traded
volume of 30.5 billion units
(BU), marking a 15.9 per cent
year-on-year rise and traded
26.52 lakh Renewable Energy
Certificates (RECs),
recording a 31 per cent
growth.

According to the statement,
adequate availability of fuel in
this quarter led to higher
liquidity on the exchange
platform, as the sell quantum
increased by 62 per cent
(year-on-year) in the day-
ahead market, leading to
softening prices.

For Q3 FY25 (October-
December 2024), prices in the
day ahead market averaged
¥3.71/unit, a decline of nearly
26 per cent year-on-year.
These prices presented an
opportunity for discoms and
commercial and industrial
consumers to meet their
demand at a competitive price
and replace their costlier
power by procuring through
exchanges, it stated.

¥ 48

The company said its
consolidated profit after tax
(net profit) for 9M FY25
(April to December 2024)
increased by 22.8 per cent to
¥312.1 crore from T254.1
crore in the year-ago period.
On the gas market front, the
Indian Gas Exchange (IGX)
traded a total volume of 162
lakh MMBtu for Q3 FY25
compared to 84 lakh MMBtu
in Q3 FY24, a growth of 93
per cent.

The profit after tax for IGX
for Q3 FY25 was ¥ 8.3 crore
compared to ¥7.4 crore in Q3
FY24, a rise of 13 per cent.
For the nine months till
December FY25, IGX PAT
rose 18 per cent year-on-year
to 22 crore.
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INDIAN REFINERS FACING DIFFICULTIES IN GETTING RUSSIAN OIL SUPPLIES

Indian refiners seek more West Asian oil
amid US sanctions on Russian oil trade

SUKALP SHARMA
NEW DELHI, JANUARY 23

THE SWEEPING sanctions padk-
age announced earlier thismonth
by the US againstRussia's oil trade
has already had an impact on
near-iem supply of Russianoil o
Indian refiners, whoare finding it
hard tosecure enough cargoes for
Moscow's crude. The situation is
foraing Indian refiners inlook else-
where—mainly o West Asia— o
replacevolumes fromRussia, cur-
rently India's largest source mar-
ket forcrude.

India's second-largest public
sector refiner Bharat Petmleum
(BPCL) is unable to get suffident
cargoes of Russian oil for March
delivery, the company's Director
(Finance) Vetsa Ramakrishna
Gupta said in acall with analysts
on Thursday. Officials in other
Indian refiners also said that get-
tingRussianoil supplies fordeliv-
ery beyond February has become
difficult due to therecent sanc-
tions, which have seemingly aip-
pled the fleet of tankers transport-
ing Russian crude.

Industry officials, however,
maintain that enough ofl supply
isavailable in the global marketr

Fuga Bluemarine crude oil tanker lies at anchor nearthe
terminal Kozmino in Nakhodka Bay near the port city of
Makhodla, Russia. Reuters

and replacing the lost Russian oil
volumes should not be difficult

“Crude avail ability isnotan is-
sue..Only the commercial bene-
fitsof (discounted ) Russian crude
may not beavailable,” Guptasaid,
adding thatthe supply disruption
from Russia s likely to be "a tem-
porary phenomenon " that can be
mitigated withsome rebalandng
of the market.

According to him, the share of
Russian crude in BPCL's import
basket could fall sharply to20per
cent inMarch from 31 per cent in
the December quarter.

On January 10, the US sanc-

tioned 183 tankers—asizable part
of the so-called shadow fleet that
has kept Russian oil flowing to
major consumers such as India
and China—apart from sanction-
ing two Russian oil majors—
Gazprom Meft and
Surgutnefte gas—and Russianin-
SURnNCce companies, among oth-
ers involved inthe Russianoilsec-
torand trade. The sanctions were
announced by the outgoing joe
Biden administrationin the US at
atimewhen Indian refiners were
beginning to seek Russian oil car-
goes for March delivery.

These sanctions are the [atest

in the listof actions the Western
powers have taken to curtail
Russia'srevenue from oil exports,
which they claim is helping
Moscow fund its war in Ukraine,
According to the US Department
of the Treasury, the latest action
substantially increases the sanc-
tions risks associated with the
Russian oil trade. A large number
of the now sanctioned vessels
have been delivering oil to India
and China.Indian refinersare now
primarily looking at their tradi-
tional suppliersin WestAsiatoin-
creaseoil purchases and meet the
shortfallin Russianoil industry of-
fidalsand rade sourcesindicated.
They are looking to increase sup-
plies under long-term confracts,
apart from seekingadditional car-
goes from the spot market from
West Asian suppliers. They are
also understood to be inthe mar-
ket for more il from Africa and
the US. From being a marzinal oil
suppliertoIndia prior tothewarin
Ukraine, Russia is now India's
biggest supplier of aude, thanks
to Moscow offering oil at signifi-
cant discount after the West
started shunning Russian oil. In
2024, Russian oil accounted for
nearly 38 per cent of India's total
oil imports, per tanker data.

Prior to the Russia-Ukraine
war, lraqg, Saudi Arabia, and the
UAE were India's top three source
markets for crude oil. They are
currently at the second, third, and
fourth spot, respectively, in the list
of India's top oil suppliers. Indiais
the world's third-largest con-
sumer of arude oil and depends
on imports to meet over 85 per
cent of its requirement.

According to sources in the
Indian government, the country's
refiners will refuse oil deliveries
on the sanctioned vessels, except
for the carmoes booked before
January 10, which can be deliv-
ered using these vesselsdll March
12, This wind-down period has
been provided by thelUStoenable
the existing contracts for Russian
oil to be fulfilled.

Although India itself is not
part of the sanctions regime
against Russia, like most other
countries, Mew Delhi has gener-
ally followed apolicy of not falling
foul of US sanctions due tofearof
secondary sanctions. While the
India-Russiaoil trade is unlikely
to be seriously impacted during
this wind-down period, beyond
that, industry insiders expect ahit
to Russian oil supplies to Indiain
the nearterm.
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LNG imports to fallin 2025
as demand moderates : IEA

ARUNIMA BHARADWAJ
Mew Delhi, January 23

INDIA'S IMPORT OF LNG (liqui-
fied natural gas) is expected to
decline in 2025 on the back of
moderating demand and contin-
ued competition for LNG cargoes
internationally,as perthe Interna-
tional Energy Agency.

The agency has estimated the
country’s growth in LNG imports to
slowdownto 10%in 2025 against
21% recorded in calendaryear 2024,

IEA believes that 2025 is set to
bring about a shift in global LNG
market dynamics asmoreliquefac-
tion projects ramp up or come
online and as pipeline supply risks
in Europelead toa returnto growth
in LNG imports for the region.

The agency expects natural gas
demand in India to increase by 8%
(or 6 billion cubic meters)in 2025,
assuming average weather condi-
tions, drivenbythecountry’s grow-
ing energy needs and rapid eco-
nomic expansion.

In 2024, thecountrybecame the

world’s  fourth-largest LNG
importer,accounting fornearly 7%
of global LNG imports.

Gas consumption (including net
production and LNG imports) in
Indiarose by 11% year-on-yearlast
year, driven by industrial demand
and oil refining, as perthe agency's
preliminary data.

“This demand growthledtoa 21%
year-on-yearrisein LNGimports, sup-
ported by average spot LNG prices in
Indiathatwere more than 12%lower
thanayearago,"IEA said.

FINANCIAL EXPRESS 'ri: 24 anuary 2029
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The growth in gas demand was
further supported byresidential and
commercial gas consumption (up
14%)andtransport sector (up 12%).

India's LNG imports increased
throughout 2024, supported by
lower relative prices. As per the
agency,the number of LNG cargoes
tendered fordeliveryin 2024 (both
supplieroffers and user invitations)
in India increased by 70% on-year.

The 21% growth in LNG
importsin 2024 is alsoattributedto
robust demand for RLNG (regasi-
fied LNG}in thecitygas distribution
as well as softer domestic gas pro-
ductiondynamics.

During last year, India signed
over 15 bemperannumofnewsales
and purchase agreements, includ-
ing the renewal for 20 years of
Qatar’s 10 bcm per year contract
starting from 2028.

“Thestrategyofdiversifying LNG
supplies in the coming years is
reflected in the signing of newlong-
termcontractswith portfolio players
totalling more than 4 bcm per year.

&
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March supplies may take a hit as
oil flow from Russia ebbs: BPCL

The US sanctions on the Russian oil sector
havestarted todent near-term oil flowsto

- Indiawith state-owned Bharat Petroleum
saus Corporation Ltd (BPCL)saying not enough
cargoesare available for March. The USon

January 10 issued sweepingsanctions
targeting the Russian energy sector. The
measuresinclude sanctionson Russian oil

producers Gazprom Neft and Surgutneftegas, the blacklisting
of 183 vessels involved in Russian energy exports, and curbs on
dozensofoil traders, tanker owners and managers, insurance
companies and energy officials. The sanctions were
announced atatimewhen Indian refiners had started to
negotiate for March cargoes. Russian oil made up for 34-35 per
centofall oil that BPCL processed at the start of the current
financial yearin April 2024. PTI
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Moderate demand, European buying to
impact India’s LNG imports in 2025

TEMPERED GROWTH. After an increase of 21% y-0-y in 2024, IEA projects a slowdown in LNG shipments to 10%

—
Rishi Ranjan Kala
New Delhi

India’s import of liquefied
natural gas (LNG) is expec-
ted to decline in the 2025 cal-
endar year (CY) largely due
to moderate demand and
stiff competition in global
markets for LNG cargo as
the European Union (EU)
returns to the market follow-
ing pipeline supply risks and
a colder-than-usual winter.

The International Energy
Agency (IEA) in its gas mar-
ket report for Q1 2025 CY
pointed out that LNG cargo
imported by the world’s
fourth largest importer grew
by a record 6 billion cubic
meters (BCM), or up 21 per
cent y-0-y, in 2024. It ac-
counted for 7 per cent of
global imports.

The agency attributed the
development to robust de-
mand for RLNG (regassified
LNG) inthe city gas distribu-
tion (CGD) and oil refining
sectors, as well as softer do-

mestic gas production dy-
namics. However, annual
growth in India is expected
to slip to 10 per cent during
2025, from 21 per cent y-o-y
in 2024 “in line with more
tempered natural gas de-
mand growth and continued
competition for cargo inter-
nationally,” the agency
added.

In 2024, the number of
LNG cargoes tendered for
delivery (both supplier of-
fers and user invitations) in
India increased by 70 per
cent y-o-y. The number of
cargoes awarded increased
by 85 per cent while the
number not awarded de-
creased by 20 per cent.

DIVERSIFYING SUPPLY

IEA expects natural gas
demand in India to increase
by 8 per cent (or 6 BCM) in
2025, assuming average
weather conditions, driven
by the country’s growing en-
ergy needs and rapid eco-
nomic expansion.

India remains an attract-

GROWING CONSUMPTION. |EA expects natural gas demand
in India to increase by 8 per cent in 2025, assuming average
weather conditions, driven by growing energy needs

ive market for long-term
suppliers, said IEA adding
that just over 15 BCM per
year of new sales and pur-
chase agreements were
signed in 2024, including the
20-year renewal for Qatar’s
10 BCM per year contract
starting from 2028.

“The strategy of diversify-
ing LNG supplies in the com-
ing years is reflected in the
signing of new long-term

contracts with portfolio
players totalling more than 4
BCM per year, with the re-
mainder of the 15 BCM per
year of newly signed con-
tracts coming from the US,”
itadded.

EVOLVING MARKET

The IEA, however, projected
that 2025 will bring about a
shift in global LNG market
dynamics as more liquefac-

tion projects ramp up or
come online and pipeline
supply risks in Europe lead
to a return to growth in im-
ports for the region.

Under the assumption
that Ukrainian transit of
Russian pipeline deliveries
to Europe does not resume
following the lapse of the
previous transit agreement,
Europe is set to balance its
market by taking in around
16 per cent (or 21 BCM)
more LNG y-o-y in 2025.
“Asia Pacific LNG imports
are set to grow by about 2.5
per cent (or 9 BCM) in 2025,
growth of about a quarter
that of 2024, as the global
market remains somewhat
constrained, reviving strong
cross-basin competition for
cargoes that had eased in
2024,” it projected.

Emerging Asian LNG mar-
kets are likely to feel this
pressure, leading to less spot
buying and a slowing of im-
port growth to about 6.5 per
cent (compared to 18 per
centin 2024).
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Oil buyers pull all
levers to replace
Russian imports

RAKESH SHARMA
January 23

OILREFINERS ARE reaching forall
available options in the rush to
make up for Russian flows hit by
Washington's latest round of sanc-
tions, turning to the spot market
while simultaneously seeking
more long-term supplies from
West Asian producers,

State-owned processors have
issued a slew of spot tenders in
recent weeks, snapping up oil from
all corners of the world, including
WestAsia, Africaand the US.

Some cargoes are scheduled to
load asearly as February, indicating
theurgency ofreplacementsforthe
Russian flows India has become
relianton.

The haste contrasts with com-
ments from senior government
officials, who have repeatedly
suggested confidence that Russ-
ian crude will keep flowing once
Moscow reassembles its dark
fleet and works around the long
list of measures announced ear-
lier thismonth.

As Indian companies begin talks
with Saudi Arabia and Abu Dhabi
this week, traders say discussions
betweenrefiners and the Opec pro-
ducers will be tense.

Buyers are effectively retuming
to long-term suppliers after two
yearsof opportunistically prioritis-
ing discounted Russian crude.

Washington maynotbeable to
enforce all sanctions on traders,
Russian tankers and more, but
refiners’ fear of getting tangled in
punitive measures could leave
India battling to replace as much
as 1.8 million barrels a day of
Russian crude flows, or a third of
the country’s total imports.

That’s a tall order even in a
well-supplied physical oil market,
traderssay.

Relationships will also have to
berebuilt, and cargoes rerouted,
theyadded.

Aramcois in supply talks with
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Oil minister ardeep Singh Puri
has suggested India could take
more oil from the US

Indian refiners for financial year
2025-2026sales, traders said.

Adnoc  has also  been
approached,with atleast one state-
owned refiner seeking more cargoes
from the company, one of the
traders said.

Oil minister Hardeep Singh
Puri has suggested India could
take more oil from the US, citing
plans by the Trump administra-
tion to boost output.

He also said Indian oil compa-
nies would sign a pact with
Argentina, a plan which traders
discount, arguing it is far from
yielding any crude.

“We are in the market for who-
ever can supply,” Puri said on the
sidelines of an industry event ear-
lier this week.

Russia ranked as India’s no. 1
oil supplier by volume last year,
according to analytics firm Kpler,
beating Iraq and Saudi Arabia for
the top spot.

This is a stark difference from
2021, before the war, when Irag,
Saudi Arabia and the UAE were
India’s three biggest suppliers.
Flows from Russia were close
to zero, —BLOOMBERG
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Oil slips on
Trump’s Saudi
comments

il fell after US President

O Donald Trump said
he'll push Saudi Arabia

and Opec to reduce the price
of crude, reviving a tactic to
control energy prices that he
v frequently used

- during his first
term in office.

WTI futures
slid about 1% to
below $75 a bar-
rel, while global benchmark
Brent slipped below $79.

The Organization of the
Petroleum Exporting Countri-
esand itsallies have been enga-
ged ina years-longeffortto sup-
port prices by curbing output,
The producer group has mil-
lions of barrels a day in spare
capacity that it could potential-
ly returntothe market—and it
has pledged to gradually revive
a chunk of this output starting
in April after several delays.

*I'malso goingtoask Saudi
Arabia and OPEC to bring
down the cost of oil,” Trump
said in remarks delivered vir-
tually to world leaders gathe-
red in Davos on Thursday. “Yo-
u'vegottobringitdown.” Opec
representatives didn't re-
spond to requests for comment
ontheremarks. sLoomeerc
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Oil supplies from
Russia tighten

New Delhi, Jan. 23: The
wide-ranging sanctions
imposed by the US on the
Russian oil sector have
started to dent near-term
oil flows to India with
state-owned Bharat
Petroleum Corporation
Ltd (BPCL) sayving not
enough cargoes are avail-
able for March.

The US on January 10
issued sweeping sanctions
targeting the Russian
energy sector. The meas-
ures include sanctions on
Russian oil producers
Gazprom Neft and
Surgutneftegas, the black-
listing of 183 wvessels

involved in Russian ener-
gy exports, and curbs on
dozens of oil traders. oil-
field service providers,
tanker owners and man-
dgers, insurance COMmp:a-
nies and energy officials.

The sanctions were
announced at a time when
Indian refiners had start-
ed to negotiate for March
CATZOeS,

BPCL director (Finance)
Vetsa Ramakrishna Gupta
said that Russian oil had
been booked for January
and February in previous
two months but for March
“we are not getting suffi-
cient cargoes”. — PTI
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Trump tells Davos: Make your
products in the US

Agencies

letters@hindustantimes.com

WASHINGTON/DAVOS: Presi-
dent Donald Trump used an
address on Thursday to the
World Economic Forum to
promise global elites lower
taxes if they bring manufactur-
ing to the US and threatened to
impose tariffs if they don't.

Speaking by video from the
White House to the annual
summit in Davos, Switzerland,
on his third full day in office,
Trump ran through his flurry of
executive actions since his
swearing-in and claimed that he
had a “massive mandate” from
the American people to bring
change. He laid out a carrot-
and-stick approach for private
investment in the U.S.

“Come make your product in
America and we will give you
among the lowest taxes as any
nation on earth,” Trump said.
“But if you don’t make your
product in America, which is
your prerogative, then very sim-
ply, you will have to pay a tariff
— differing amounts — but a
tariff, which will direct hun-
dreds of billions of dollars and
even trillions of dollars into our
treasury to strengthen our econ-
omy and pay down debt under
the Trump administration.”

Trump, who spoke on
Wednesday to Saudi Arabia’s
crown prince, also said on
Thursday that the kingdom
wants to invest $600 billion in
the US but that he would ask
Crown Prince Mohammed bin

or pay tarifls
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US President Donald J Trump is shown on ascreen as he addresses via remote connection a plenary
session of the annual meeting of the World Economic Forum, in Davos, Switzerland, on Thursday. ap

Salman to increase it to $1 tril-
lion. The remark drew some
laughter from the crowd in the
hall in Davos.

Lower oil prices

In his speech, he added that he
believed lower oil prices would
help end the war in Ukraine
instantly.

“I'm also going to ask Saudi
Arabia and OPEC to bring down
the cost of oil,” referring to the
Organization of the Petroleum
Exporting Countries.

“If the price came down, the
Russia-Ukraine war would end
immediately,” he said.

“Right now, the price is high
enough that that war will con-
tinue,” he added.

Trump said he expected to
have a “a very good relation-
ship” with China, but stressed
that “all we want is fairness”.

Criticises Biden's policies
Trump also sharply criticised
his predecessor Joe Biden and
policies that have dominated at

Davos [or years, from climate
change policies to diversity.
Former US secretary of state
John Kerry, who served under
Biden, visibly winced as he lis-
tened.

Trump promised to reduce
inflation with a mix of tariffs,
deregulation and tax cuts along
with his crackdown on illegal
immigration and commitment
to making the United States a
hub of artificial intelligence,
cryptocurrencies and fossil
fuels. He also criticised levels of

taxation in the European Union.

“The United States has the
largest amount of oil and gas of
any country on Earth, and we're
going to use it,” Trump said.
“Not only will this reduce the
cost of virtually all goods and
services, it will make the United
States a manufacturing super-
power.”

‘US doesn't need Canadian
oil, gas, autos or lumber’
Trump said the United States
did not need Canadian oil, gas,
autos or lumber and reiterated
his suggestion that Canada
become the 51st US state. “We're
going to be demanding respect
from other nations ... Canada
has been very tough to deal with
over the years,” he said.

The US leader then fielded
question from the top execu-
tives of Bank of America, Black-
stone investment firm, Spanish
group Banco Santander and
French oil and gas giant TotalE-
nergies.

Trump is always a top draw
in Davos, making waves at two
previous in-person appearances
during his first term in 2018 and
2020. But showing up this year
was tougher as the forum hap-
pened to start on the day of his
inauguration in Washington on
Monday.

Scores stood in line to hear
him speak. Some in the audi-
ence included European Central
Bank chief Christine Lagarde,
Polish President Andrzej Duda
and Croatian Prime Minister
Andrej Plenkovic.
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US sanctions hit Russian o1l supply to India

PTIm NEW DELHI

he wide-ranging

sanctions imposed by the
US on the Russian oil sector
have started to dent near-
term oil flows to India with
state-owned Bharat
Petroleum Corporation Ltd
(BPCL) saying not enough
cargoes are available for
March.
The US on January 10 issued
sweeping sanctions targeting
the Russian energy sector.
The measures include
sanctions on Russian oil
producers Gazprom Neft and
Surgutneftegas, the
blacklisting of 183 vessels
involved in Russian energy
exports, and curbs on dozens
of oil traders, oilfield service
providers, tanker owners and

managers, insurance
companies and energy
officials.

The sanctions were

announced at a time when
Indian refiners had started to
negotiate for March cargoes.
BPCL Director (Finance)
Vetsa Ramakrishna Gupta
told in an analyst call on
Thursday that Russian oil
had been booked for January
and February in the previous
two months but for March
“we are not getting sufficient
cargoes”.

The company saw Russian oil
in the overall basket of crude
oil it processes into fuels like
petrol and diesel, falling to
20 per cent in March from 31
per cent in the October-
December quarter, he said.
Russian oil made up for 34-
35 per cent of all oil that
BP(?L processed at the start
of the current financial year
in April 2024.

He said there is enough oil

available in the market and
the company would look at

alternatives such as the
Middle East to replace the
lost volumes from Russia.
Russia made up for just 0.2
per cent of all oil imported by
India in the year ended on
March 31, 2022. India,
however, became the second
biggest buyer of Russian
crude oil since Moscow
invaded Ukraine in February
2022, with purchases rising
to almost 40 per cent of the
country’s total oil purchases.
The rise was primarily
because Russian crude oil
was available at a discount to
other internationally traded
oil due to the price cap and
the European  nations
shunning purchases from
Moscow.

In 2024, Russian crude
imports to India averaged 1.7
million barrels per day,
making the OPEC+ producer
its largest supplier.

Gupta said the discounts on
Russian oil have shrunk to
$3-3.2 per barrel from $3.5-4
at the start of the fiscal and
$8.5 in fiscal year 2023-24.
This month, India has

decided to shun deliveries
made by tankers that have
been sanctioned by the US in
the latest round.

Russia used these tankers to
ship oil to countries like
India and China after the
Group of Seven (G7)
countries in 2022 imposed a
$60 a barrel price cap on
exports by the Kremlin. This
cap, introduced to limit
Moscow’s revenues to fund
its war in Ukraine, meant
that Western shipping and
insurance services were not
available for any oil cargo
that was priced more than
$60 per barrel.

To circumvent that, Russia
used the so-called shadow
fleet, insured by its own
companies. This fleet has
now been sanctioned.

There is a wind-down period
until March 12, which will
allow for existing contracts
to finish.

“For the first two months,
there will be no disruption.
Within two months we will
probably see new
arrangements emerging in
terms of oil coming to India,”
a senior government source

said.

Sanctioned Russian tankers
will not be allowed to dock at
Indian ports, the source said,
adding that the only
exception would be for
Russian oil cargoes booked
before January 10, provided
they unload by March 12.
The sanctions sent global oil
prices to $83-84 a barrel but
Gupta saw this as a
temporary phenomenon and
oil should settle in the $75-80
range soon.

In the worst-case scenario,
Russian crude, which India
was getting at a discount, will
not be available at a discount,
he added.

In an attempt to restrict
funds for Russia’s war
machine, The Group of
Seven rich nations, the
European  Union  and
Australia put an embargo on
Russian crude and
introduced a $60 per barrel
price cap in December 2022.
Over the next 12 months, the
price cap and embargo had a
significant  impact  on
revenues and forced Russia
to find new markets and
ways to transport its oil.
Russia did this by offering
deep discounts on its Urals
grade crude.

In the first year of the
sanctions, Russia was losing,
on an average, 23 per cent of
its Urals crude export
revenues every month due to
the price cap and embargo.
This figure has fallen sharply
to a mere monthly average of
9 per cent in the second year
of the cap. This is because
Russia built a network of
‘shadow’ tankers, which
could trade its oil above the
cap to new markets in non-
sanctioning countries.
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US sanctions hit Russian oil supply to India;
BPCL says March supplies may be impacted

NEW DELH]I, Jan 23: The
wide-ranging sanctions im-
posed by the US on the Rus-
sian oil sector have started
to dent near-term oil flows
to India with state-owned
Bharat Petroleum Corpora-
tion Ltd (BPCL) saying not
enough cargoes are available
for March.

The US on January 10 is-
sued sweeping sanctions tar-
geting the Russian energy
sector. The measures include
sanctions on Russian oil pro-
ducers Gazprom Neft and
Surgutneftegas, the blacklist-
ing of 183 vessels involved in
Russian energy exports, and
curbs on dozens of oil trad-
ers, oilfield service providers,
tanker owners and managers,
insurance companies and en-
ergy officials.

The sanctions were an-
nounced at a time when Indi-

an refiners had started tone-
gotiate for March cargoes.

BPCL Director (Finance)
Vetsa Ramakrishna Gupta told
in an analyst call on Thursday
that Russian oil had been
booked for January and Febru-
ary in the previous twomonths
but for March “we are not get-
ting sufficient cargoes”.

The company saw Russian
oil in the overall basket of
crude oil it processes into fu-
els like petrol and diesel, fall-
ing to 20 per cent in March
from 31 per cent in the Octo-
ber-December quarter, he
said. Russian oil made up for
34-35 per cent of all oil that
BPCL processed at the start
of the current financial year
in April 2024.

He said there is enough oil
available in the market and
the company would look at
alternatives such as the Mid-

dle East to replace the lost
volumes from Russia.

Russia made up for just 0.2
per cent of all oil imported
by India in the year ended on
March 31, 2022. India, how-
ever, became the second big-
gest buyer of Russian crude
oil since Moscow invaded
Ukraine in February 2022,
with purchases rising to al-
most 40 per cent of the coun-
try’s total oil purchases.

The rise was primarily be-
cause Russian crude oil was
available at a discount to oth-
er internationally traded oil
due to the price cap and the
European nations shunning
purchases from Moscow.

In 2024, Russian crude im-
ports to India averaged 1.7
million barrels per day, mak-
ing the OPEC+ producer its
largest supplier.

Gupta said the discounts on

Russian oil have shrunk to
USD 3-3.2 per barrel from
USD 3.5-4 at the start of the
fiscal and USD 8.5 in fiscal
year 2023-24.

This month, India has de-
cided to shun deliveries made
by tankers that have been
sanctioned by the US in the
latest round.

Russia used these tankers
to ship oil to countries like
India and China after the
Group of Seven (G7) coun-
tries in 2022 imposed a USD
60 a barrel price cap on ex-
ports by the Kremlin. This
cap, introduced to limit Mos-
cow’s revenues to fund its
war in Ukraine, meant that
Western shipping and insur-
ance services were not avail-
able for any oil cargo that was
priced more than USD 60
per barrel.

To circumvent that, Russia

used the so-called shadow
fleet, insured by its own com-
panies. This fleet has now
been sanctioned.

There is a wind-down pe-
riod until March 12, which
will allow for existing con-
tracts to finish.

“For the first two months,
there will be no disruption.
Within two months we will
probably see new arrange-
ments emerging in terms of
oil coming to India,” a senior
government source said.

The sanctions sent global
oil prices to USD 83-84 a bar-
rel but Gupta saw this as a
temporary phenomenon and
oil should settle in the USD
75-80 range soon.

In the worst-case scenar-
io, Russian crude, which In-
dia was getting at a discount,
will not be available at a dis-
count, he added. - PTI



MORNING STANDARD, Delhi, 24.1.2025

Page No. 10, Size:(24.90)cms X (15.05)cms.

US sanctions start to impact supplies from Russia

ENS ECONOMIC BUREAU @ New Delhi

THE US sanctions on Russian
oil sector have started to show
impact on India’s near-term oil
flows with state-owned Bharat
Petroleum Corporation Ltd
(BPCL) saying not enough car-
goes are available from Russia
for March 2024.

BPCL Director (Finance)
Vetsa Ramakrishna Gupta
stated during an analyst call
on Thursday that BPCL had
booked Russian crude for Jan-
uary and February, but for
March, “We are not getting
sufficient cargoes.”

He also noted that Russian
oil’s share in the company’s
overall crude oil basket has de-
creased to 20% in March from
31% in the October-December
quarter.

At the start of the current
financial year in April 2024,
Russian oil accounted for 34-
35% of BPCL's processed oil.
This significant share was pri-

Russian oil’s share in BPCL’s crude basket fell heavily

BPCL Director (Finance) Vetsa Ramakrishna Gupta said Russian oil's
share in company's overall crude oil basket has decreased to 20% in
March from 31% in the Oct-Dec quarter. .At the start of the current
financial year, Russian oil accounted for 34-35% of BPCL's processed oil.

marily due to Russian crude
being available at a discount to
other internationally traded
oil, resulting from the price
cap and European country’s
shunning purchases from
Moscow. Gupta mentioned

that the discounts on Russian
oil have narrowed to $3-3.2 per
barrel from $3.5-4 at the start
of the current financial year
and $8.5 in the 2023-24 finan-
cial year.

Gupta assured that there is

enough oil available in the
market and the company
would explore alternative
sources such as the Middle
East to replace the lost vol-
umes from Russia. Russia ac-
counted for just 0.2% of India’s
total oil imports in the year
ending March 31, 2022.

However, India became the
second-largest buyer of
Russian crude oil after
Moscow invaded Ukraine
in February 2022, with
purchases rising to almost
40% of the country’s total oil
purchases.

The US imposed sweeping
sanctions targeting the Rus-
sian energy sector on January
10, including sanctions on oil
producers Gazprom Neft and
Surgutneftegas and curbs on
various entities involved in
Russian energy exports.

This month India has decid-
ed to avoid deliveries made by
tankers sanctioned by the US
in the latest round.
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Why It’s So Fracking Hard To Make Big Oil Drill

What Trump actually means when he says he wants to pump out more hydrocarbons

Abhilash.Gaur @timesofindia.com

“Drill, baby, drill” became a Republican
slogan in 2008 when US oil production
slumped to 5mn barrels a day — half as
much as in 1970. Michael Steele coined
it, Sarah Palin embraced it, but voters
didn’t buy it until Trump used his
megaphone eight years later. By then US was well on its
way to becoming the largest oil and gas producer -
daily oil production touched 9.6mn barrels in April
2015 — thanks to progress in ‘fracking’, a process
that involves fracturing shale rocks to extract oil
and gas.

In 2025, US expects average daily oil production
of 13.7mn barrels, another world record. But Trump
wants to “frack, frack, frack”, and drill even more.
He says it's important to reduce energy prices and
slash inflation. Hopes are up, crowds have cheered,
and he’s won the vote, yet “drill, baby, drill” might
not happen the way he sold it.

Will US produce a lot more oil?

That’s unlikely for several reasons — geology for
one. Most US oil comes from fracking, but unlike
conventional wells that increase yield gradually
and then run at their peak for years or even decades,
yield from shale peaks in the first few years and then
dips. Experts say US firms increased yields rapidly
from 2016 onwards by identifying the best fracking
sites. Almost all the rich sites in North Dakota’s
Bakken Formation have been tapped. The Permian
Basin in Texas and New Mexico will also peak by 2030.
So, theera of easy productivity gains might be over.

Then there’s the matter of US oil firms not drilling as
much as they used to. The number of active drilling rigs
has halved to around 600 since Trump’s first term. So,
how are vields rising? The US Energy Information
Administration says it’s due to “more advanced drilling
and completing techniques...and enhanced fracturing
designs”. Because new wells are more than offsetting the

declining yieldsof older wells, adrilling spree is unlikely.

Also, pumping out more crude is pointless if you
can't process it. Until a decade ago, US was heavily
dependent onimports. Soitsrefineries are designed for
a mix of domestic and imported crude, which have
markedly different properties. Infrastructure along the
Gulf Coast, for instance, is primarily tuned to process
imported oil. If you pump more shale oil, where will
you refine it? Modifying or building new refineries is a

costly long-term project, so is the construction of new
pipelinesto carry oil from fields to refineries.

Will global oil prices fall?

They could, but do US firms want them to?
Extracting oil from shale is a costly process. Norwegian
energy researchfirm Rystad estimates that US shaleoil
currently has a breakeven price of $45 per barrel, as
against $27 for oil from onshore wells in West Asia. If
US produces too much, as it did in 2016, oil prices could
crash, makingfracking unviable.

Besides, US prices can’t fall in isolation as oil is a
global commodity. If America overproduces, other
producer countries will slash output toshore up prices.

Saudi Arabia, for example, has long aimed for a $100 per
barrel rate to fund its transformation. It won't watch
helplessly if oil prices slump. In April 2020, Trump
himself had called up Putin and Saudi king Salman to
slash oil production at the start of the pandemic.

What does US Big Oil want?

Petroleum industry requires investments of billions
of dollars at every stage from drilling to refining. But
at the moment America does not have an appetite
for big oil and gas investments. Producers and
investors had burnt their fingers in the 2016 global
glut when prices crashed to around $26 a barrel.
Now with Europe weaning itself off oiland gas, and
Chinese demand having peaked in 2023, oil firms
are focusing on managing costs and maximising
returns to investors.

At the same time, the fracking industry has con-
solidated and Big Oil - ExxonMobil and Chevron,
for example - won't be swayed by political calls to
drill more. Last Nov, Exxon CEO Darren Woods told
CNBC, “I'm not sure how ‘drill, baby, drill’ translates
into policy...I don't think there's anybody out there
that's developing a business strategy torespond toa
political agenda.”

Whatis Trump's real plan?

Trump knows this well. The oil and gas lobby didn’t
contribute $75mn to his campaign for nothing. Is ‘drill,
baby, drill’ empty rhetoric then? No, he's creating
friendlier conditions for the industry so that it can plan
future investments. For example, he'll allow more dril-
ling on federal lands and offshore — currently, only 24 %
of wells are on federal land. Removing incentives for
electric vehiclesalsosignals support for the oil industry -
guzzle, baby, guzzle, Trump has already scrapped Biden's
decision to not grant new licences for LNG export,
greenlighting new investments in pipelines and termi-
nals. A thrivingoil industry will create jobs, guarantee
US energy security, rid the country of its West Asian
baggage, and enhance diplomaticleverage.
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