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Crude prices up on likely Russia oil ban

Rituraj Baruah
rituraj.baruah@livemint.com
NEW DELHI

C rude oil prices rose
about 5% on Wednes-
day owing to supply
concerns on the back of the
European Union’s proposal to
ban energy imports from Rus-
sia.

Despite opposition from
Hungary to the proposed ban,
the EU is making efforts to
come to an agreement this
week to impose an embargo on
Russian oil imports.

At the time of writing the
story, the July contract of Brent
futures on the Intercontinental
Exchange was trading at
$107.24 per barrel, higher by
4.67% from its previous close.
The June contract of West
Texas Intermediaterose 5.51%

EU has proposed to ban energy

imports from Russia. REUTERS
t0 $105.26 per barrel.

The surge in prices comes
after a fall of around 9% in the
last two trading sessionsin line
withaslumpin other commod-
itiesand the equities market.

“The EU’s proposed phased
embargo on Russian oil aided
the rise in crude prices. How-

ever, the proposal needs a
unanimous vote by EU mem-
bers this week to pass,” said
Sandeep Sawant Dessai,
research associate for base
metals, Angel One Ltd.

Dessainoted that the dropin
prices in the past

A Kotak Securities report
said that prices rose on
Wednesday as market focus
shifted to the weekly inventory
report. “The US EIA weekly
report is expected to note a
modest 0.457 million barrels

decline in US

two sessions came The surgein crude oil and a
as the EU post- prices of crude modest drop in
poned its action comes after a gasoline and dis-
on a proposed decline of tillate stocks,” it
Rusm’a n oil around 9% in the sald.Arecovep in
embargo after & the stock markets
Hungary objected last two_tradlng also supported
to the decision sesslons the oil prices, the
and a few other report said.

countries The rise in

expressed concerns about the
impact on their economies.
Further, rising covid-19 cases
and prolonged lockdowns in
China also raised concerns of
fall in demand from the major
oilimporting country.

crude pricesimpacts Indian as
it imports around 85% of its
energy requirements. The
Indian basket of crude com-
prising Oman, Dubai and Brent
crude, was last recorded at
$103.29 per barrel on 10 May.
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Crude rises as Russia’s gas flow to
Europe falls, Russian oil ban looms

LONDON: Oil rose on Wednes-
day after plunging nearly 10 per
cent in the last two sessions,
buoyed by supply concerns as
flows of Russian gas to Europe
fell and the European Union
worked on gaining support for
a Russian oil embargo.

Russian gas flows to Europe
via Ukraine fell by a quarter on
Wednesday after Kyiv halted use
of a major transit route blam-
ing interference by occupying
Russian forces, the first time
exports via Ukraine have been
disrupted since the invasion,
Reuters reported.

Brent crude was up $3.87,
or 3.8 per cent, to $106.33 a
barrel at 1140 GMT, while U.S.
West Texas Intermediate crude
climbed $3.97, or 4 per cent, to
$103.73. “I suspect the gas dis-
ruptions in Ukraine are having a
steadily increasing impact;” said
Jeffrey Halley, analyst at broker-
age OANDA.

The EU has proposed an
embargo on Russian oil, which
analysts say would further
tighten the market and shift
trade flows. A vote, which needs
unanimous support, has been
delayed as Hungary has dug in
its heels in opposition.

Oil also gained on hopes
of Chinese economic stimu-
lus after China’s factory-gate
inflation eased and investors
took comfort in signs of lower
domestic COVID-19 infections.

The price of crude has surged
in 2022 as the Ukraine invasion

Russia has enough buy

ers for its energy

resources outside of Western countries,
Russian Foreign Minister Sergei Lavrov

said on Wednesday

added to supply concerns, with
Brent reaching $139, the high-
est since 2008, in March. Wor-
ries about growth from China’s
COVID curbs and U.S. interest
rate hikes have prompted this
weeK’s slump.

A backdrop of tight supply
because of what major pro-
ducers say is partly a result of
inadequate investment remains
supportive for oil. The United
Arab Emirates energy minis-
ter highlighted these concerns
on Tuesday.

In focus for investors on
Wednesday will be U.S. con-
sumer price data at 1230 GMT,
which could give an indication
of whether the Fed will raise
rates even more aggressively to
combat inflation.

And on the oil front, the

latest U.S. government sup-
ply report is due at 1430 GMT.
Analysts expect a small drop in
crude stocks, although Tuesday’s
American Petroleum Institute
report said they increased.

Meanwhile, Russia has
enough buyers for its energy
resources outside of Western
countries, Russian Foreign
Minister Sergei Lavrov said on
Wednesday, as European Union
countries try to sharply reduce
their reliance on Russian oil
and gas.

“Let the West pay more than
it used to pay to the Russian
Federation, and let it explain to
its population why they should
become poorer,” Lavrov said
at a news conference in Mus-
cat after talks with his Omani
counterpart. AGENCIES
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Economists Warn of Weaker Re
Pushing Up Imported Inflation

Higher prices of coal, oil, edible oil and gold add to woes; leather and textiles to gain

Kirtika.Suneja
@timesgroup.com

New Delhi: A depreciated rupee
while supportive for exports, could
mean more pain for inflationas the
pass through of imported inflation
becomes higher, economists have
said. Keeping global energy prices
constant, a 2% depreciation in the
rupee leads to 10 basis points incre-
ase in headline inflation.

The rupee on Monday fell toan all-
time low of 77.44 against the dollar
driven by both the outflow effect as
the US Federal Reserve tightened
the monetary policy amid expecta-
tions of further rate hikes and the
fallout of geopolitical tensions.

The Reserve Bank of India (RBI)
surprised markets last week by rai-
sing key interest rate by 40 basis po-
ints to 4.4% to fight inflation, its
first hike in nearly four years. Indi-
a'sretail inflation accelerated to al-
most 7% in March, its highest in 17
monthsandabovetheupperlimit of
the central bank’s 2-6% tolerance
band for a third straight month.

“The rupee has finally broken

Falling Rupee

29 Direct
0 rupee impact on
[ EIEWELGO M domestic

ups inflation
by 10bps

fuel,
energy
costs

0
5% depreciation makes
imports expensive
by 23-4 per $

away from its comfort zone. Kee-
ping global energy prices constant,
a 2% depreciation in the rupee le-
ads to10bps increase in headline in-
flation, representingonly the direct
impact on the domestic fuel and
energy costs,” said HDFC Bank eco-
nomist Sakshi Gupta.

He said the total impact would be
higher if the second round impact
onpricesof other goods and servi-
ces is taken into account.

Chinese yuan, Japanese yen,
Thai baht, Philippine peso, South
African rand and Indonesian ru-

Higher coal, oil,
edible oil, gold costs
to push imported
inflation up

=

=
. vl
Traditional export

sectors like leather,
textiles to gain

piah too have depreciated.

“A 5% depreciation of the rupee
will make imports expensive by
%3-4 per dollar. So, imported infla-
tion will go up as the cost of coal,
oil, edible oil and gold rises,” said
Bank of Baroda chief economist
Madan Sabnavis.

EXPORTS BOOST

“A rise in India’s current account
deficit, along with monetary poli-
cy tightening across the globe, dol-
lar strength and a general risk
aversion towards emerging mar-

ket assets are expected to imparta
depreciating bias to the rupee,”
said ICRA chief economist Aditi
Nayar, adding that the rupee is lik-
ely to trade between 75-79 per dol-
lar intheremainder of H1FY23.

Asper Ajay Sahai, director gene-
ral at FIEQ, India’s traditional ex-
ports such as leather and textiles
would benefit from the deprecia-
ting rupee but cautioned that the
overall volatility is not conducive
for the sector.

NayarsaidIndia’smerchandise
trade deficit is expected to widen
to $250-252 billion in FY23 from
around $190-192 billion in FY22.

“However, a robust services frade
surplus is expected to temper the
worsening in the current account
deficit to $90-95 billion (2.6% of
GDP) in FY23 from $45 billion in
FY22,” Nayar added.

As per Radhika Rao, senior eco-
nomist at DBS, the negative terms
of trade shock from high commo-
dity prices (wider current acco-
unt shortfall) and slowing capital
flows this vear make acasefor gra-
dual depreciation in the currency
asanadjusting mechanism.
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‘Inflation is the biggest challenge now’

Interest rate increases to stem rising prices could, however, dent fledgling demand recovery: official

VIKAS DHOOT
NEW DELHI

Inflation is now the biggest
challenge for India’s policy
makers rather than the U.S.
Federal Reserve’s taper pro-
gramme and measures like
interest rate increases to
stem rising prices could dent
the fledgling consumption
demand recovery from the
pandemic not just in India
but globally, a senior official
said on Wednesday.

The NSO is set to release
April retail inflation data on
Thursday. Inflation mea-
sured by the Consumer Price
Index had surged to 6.95% in
March, the third month in a
row that it had stayed above
the RBI's upper tolerance
threshold of 6%, and most
economists expect the pace
of price increases to quicken
in April.

- > -

Price rise contagion: Inflation is spreading past food to goods

and services as producers pass on higher costs. =veoHANM

“The biggest fear right
now is inflation and we have
started to tackle it,” the offi-
cial involved in monitoring
the economy said, speaking
on condition of anonymity.
In an off-cycle move last
week, the RBI raised key in-
terest rates by 40 basis

points while retaining an ac-
commodative policy stance
citing rising price pressures.

“The nearly 7% inflation
print for March came four
days after the RBI review,
then came Indonesia’s deci-
sion to ban edible oil exports
and the escalation in sun-

flower oil and coal supply
constraints. Inflation was
high in manufactured goods
earlier, weak in contact-in-
tensive services, but now it is
food and crude inflation and
is spreading across goods
and services as producers
are no longer able to hold off
transmission of input costs,”
the official noted.

“All central banks are go-
ing to do their best to drive
inflation down but, in the
process, they run the risk of
driving down whatever little
demand is there, post-pan-
demic,” the official said.

“Currently, the inflation-
ary forces that are hitting us
and the rest of the world are
outside everyone’s hands
and three quarters of the
items in our Consumer Price
Index are at risk due to the
war in Ukraine, so the room

for doing too much is limit-
ed,” the official said.

‘Stagflation scenario’
Globally, stagflation had
moved from being a risk sce-
nario to a baseline scenario,
the official added.

While the RBI Governor
had been nudging the Centre
and States to cut taxes on pe-
trol and diesel to ease infla-
tionary pressures, the offi-
cial noted that the spurt in
global fertiliser prices would
push up subsidies sharply.

“It’s a difficult trade-off to
make. If excise duty on pe-
troleum products are cut by
say 35 a litre and higher bor-
rowings are resorted to, for
funding the fertiliser subsidy
bill, it will push up the fiscal
deficit as well as yields on go-
vernment debt even more,”
the official pointed out.
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Feeling the inflation pinch? Cut
back on discretionary expenses

HOW TO CALCULATE PERSONAL RATE OF INFLATION

If home loan EMI is
straining your
budget, ask lender

toincrease tenor
BINDISHA SARANG

Mary J (name changed on
request), 44, a resident of Mumbai,
works with a private company
engaged in import and export. In
recent months, she says, inflation
has begun to pinch hard.

“Almost everything has turned
more expensive — from groceries
to transportation costs. Even my
home loan rate was increased by
35 basis points (0.35 per cent) last
week. Unfortunately, with my
company not doing well, I have
not received a salary hike in the
past two years,” she says.

Consumer Price Index (CPI)-
based inflation stood at 6.95 per
cent in March 2022.

According to a Reuters poll of
45 economists, it is likely to surge
to an 18-month high of 7.5 per cent
in April.

Rising food, fuel, and com-
modity prices are all contributing
to household woes.

Priti Rathi Gupta, founder,
LXME, says, “While CPI-based
inflation is at 6.95 per cent, our
personal inflation rate is more
likely to average around 10 per
cent.”

Zeroinon personal
inflationrate

To deal with this surge in inflation,
you need to first understand its
impact on your budget.

Pankaj Mathpal, managing
director, Optima Money Manager,
says, “While the official rate of
inflation is important, it doesn’t
take into account the increase in
the costs of the basket of products
and services you use. That is why
before you try to tweak your budg-
et, you need to understand how
your personal inflation rate has
changed.”

M Barve, founder, MB Wealth
Financial Solution, adds, “Where
you live, whether you travel or
work remotely, your dietary

) Note down how much you
spend each month on various
categories: food, fuel, education,
housing, clothes, etc

pInclude big-ticket items you
pay for annually, biannually,
or quarterly, such as
insurance premium, child's
school fee, etc (divide annual
expense by 12)

| pFrom your current monthly

spend, minus your monthly spend
from ayear-ago period

) Divide this by your monthly
spend from a year-ago period
pForinstance, ifyourspend in
March this year was 370,000

and in March 2021 was

60,000, your personal inflation

| rate should comet016.7%

habits, etc all affect your personal
inflation rate.”

Note down all the items you
spend on in a typical month. Then
calculate how much your overall
expenditure has risen compared
to the same month last year.

Pare discretionary expenses

The exercise you did to calculate
your personal inflation rate would
have provided you with an over-
view of your spending pattern. In
case you don’t have the data on
monthly expenses, take a month’s
time to record it.

“Use a journal or an online
spreadsheet to record all your cur-

rent incomes and expenses,” says
Rathi Gupta.

Once you have this
data, she says, you can
zero in on the areas ™
where you need to curtail
expenses. Separating
fixed and discretionary
expenses will also help.

Vishal Dhawan, board
member, Association of
Registered Investment
Advisers, says, “Separate
your fixed and discretionary
spends, and focus on curtailing
the latter as far as possible.”

If you have a big-ticket loan,
such as a home loan, try to reduce
your interest outgo by using any
idle cash or windfall to prepay the
principal.

“Ifinflation is imposing a strain
on your cash flows, increase your
loan tenor temporarily. This will
reduce your equated monthly
instalment (EMI). As soon as your
cash flows improve, increase the

EMI back to the original level,”

says Dhawan.

Trytoaugmentincome

Besides trying to curtail expenses,
try to enhance your earnings.

“In this new normal, everyone
needs to have a second source of
income. This could be income
from a side hustle, rental income,
dividend income, etc,” says
Mathpal.

If your bargaining position is
strong, ask your employer for a
raise.

Maintain equity allocation
Try not to reduce your equity allo-
cation despite rising market vol-
atility.

“Only by allocating
to equities, in line with
your risk appetite, can
you earn inflation-beat-
ing returns over the long
run,” says Rathi Gupta.

Za)

Stick to your budget
YO U R The surge in inflation
has caused many people
MONEY to deviate from their
— Dbudgets.

“According to the Women &
Money Power survey conducted
by LXME, 73 per cent of respon-
dents were saving less than 20 per
cent of their income,” says Rathi
Gupta.

According to her, every person
should adhere to the 50:30:20 rule,
which suggests that 50 per cent of
your income should go towards
meeting your needs, 30 per cent
towards meeting your wants, and
20 per cent should be allocated to
savings and investments. This is
the goal you should work towards.
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Above par

Guijarat Gas' Ebitda per unit in Q4FY22 was strong, rising sharply

sequentially and year-on-year.
9

Ebitda (in ¥/scm)

78

Tannniints.

QIFY20

SCM is standard cubic metre; Ebitda is earnings before

interest, taxes, depreciation, and amortization.

Q4FY22

Source: Jefferies estimates,
company data

SATISH KUMAR/MINT

Gujarat Gas impresses
on margins in Q4

PallaviPengonda

pallavi.pengonda@livemint.com

have helped Gujarat Gas Ltd

beat Street expectations on
earnings before interest, taxes,
depreciation and amortization
(Ebitda) in the three months ended
March (Q4FY22). Standalone Ebitda
was X697 crore, surpassing Bloom-
berg consensus estimate of about
3490 crore.

Ebitda per standard cubic metre
(scm) in Q4 was 7.8, a sharp
improvement from the 2.3 seen in
Q3FY22 and 35.1in Q4FY2l. Inves-
tors cheered, with the city gas distri-
bution company’s

| ower than anticipated gas costs

ity for the company,” said Nitin
Tiwari, analyst at Yes Securities,
Lower dependence on expensive
LNG helped the company shore up its
margins during the quarter, he said.
The outlook has improved. The
company hassaid total gas sales vol-
ume is now above 10.5 mmscmd.
Here, compressed natural gas (CNG)
sales are showing healthy growth.
Industrial demand from the Morbi
cluster is also recovering sequen-
tially. Gujarat Gas has raised prices,
which would also support margins.
“While we were already building
in a gradual recovery in Morbi vol-
umes over FY23E, we now raise our
FY23E Ebitda margin from 34.5/scm
to I5/scm also noting

shares closing 6% Ebitda per scm FY22 full year Ebitda
higher on Wednesday. in Q4 was 7.8, margin of 35.3/scm is

Gujarat Gas’ indus- asharp

impressive given the

gr;a; . V()]llll m(e]s_“‘(e)it improvement Eogr«gh n:z;cr;)_. ?al(i ¢:
7mmscemd  (million from the 2.3 efferies India repor

standard cubic metresa
day) in Q4 were muted
as demand was sub-
dued. This weighed on
overall volumes. In Q4
average gas sales volume were 9.89
mmscmd, lower 18% year-on-year
and 13% sequentially.

“Spot LNG (liquefied natural gas)
prices were high in Q4, averaging
about $31/mmBtu ($35/mmBtu in
Q3). Plus, APM (administered pricing
mechanism) gas availability was lim-
ited aswellin the last quarter. There-
fore, gas sales were optimized to
avoid an increase in prices for cus-
tomersand to also ensure profitabil-

led by analyst Pratik

seenin Q3FY22 . i
and ¥5.1in Q4FY21 The broking firm has

left its FY24E Ebitda
margin unchanged at
35/scm noting potential upside risk
in case spot LNG normalizes over the
next year. Spot LNG prices have
moderated fromrecent highs, butan
increase is arisk for shares of Gujarat
Gas. Meanwhile, the stock is still
31.6% away from its 52-week high of
X786 seenin August on NSE. To that
extent, valuations are reasonable.

The stock is currently trading at
almost 22 times estimated earnings
for FY24, as per Bloomberg data.
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Morgan Stanley lowers India's FY23 growth forecast to 7.6%

Morgan Stanley lowers
India’s FY23 growth

forecast to 7.6%

FE BUREAU
New Delhi, May 11

FLAGGING GLOBAL SLOW-
DOWN, surging oil prices and
weak domestic demand, Mor-
gan Stanleyhaslowered its fore-
casts for India’s economic
growth forthe current fiscal year
to 7.6%from 7.9%,and to 6.7%
from 7% for FY24.

Therevision comesafterthe
investment bank revised its
forecast for global growth to
2.99% for 2022, about 40 basis
points (bps) below consensus
and less than half of the 6.2%
growth of lastyear.

Global growth and trade are
likely to slow down in response
tonotonlygeopolitical tensions
but to the waning fiscal impe-
tus, tighteningmonetary policy
in developed markets, and a
continuing drag from lock-
downsin China, it said inanote.

“The key channel of trans-
mission of geopolitical tensions
tofilterinto the domestic econ-
omy is through persistently
higher commodity prices, in

MW Morgan Stanley has
flagged global
slowdown, surging
oil prices and weak
domestic demand

M It expects India's
consumer inflation to
average 6.5% this
fiscal year and
projects that the
current account
deficit willwiden to a
10-year high

particular, higher oil prices,”
Upasana Chachra, India Econo-
mistat Morgan Stanley, said.
“India’s exceptionally high
dependence on imports for oil
makes it vulnerable to volatility
in global crude prices.As such,a
supply side-driven surge in oil
prices has negative ramifica-
tions for India’s growth and
macro stability fundamentals.”
The expected global growth
slowdownislikelytoimpingeon

India’s exports, furtherhamper-
ing growth prospects. India’s
overallratio of exportsto GDPis
at18.7%,and the domestic pro-
duction and capex cycles are
highly correlated with global
trends in growth and exports,
Chachra said.

Amid the negative terms of
tradeshockduetohigheroiland
othercommodity prices,India’s
macro stability indicators were
likely toworsen.Morgan Stanley
expects India’s consumer infla-
tion to average 6.5% this fiscal
year and projects that the cur-
rent account deficit will widen
toa1l0-yearhigh,toabout 3.3%
of the GDP.

“To preserve macrostability,
we expect the central bank to
front-load rate hikes,” Chachra
said. “We are building in an
increase of 50 basis points hike
each in the June and August
meetings, and we expect 25
basis points increases there-
after. We expect the terminal
rate to be higher, at 6.5%
(against 6% previously),asinfla-
tion remains higher forlonger”
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Retail investors catch falling knives, don’t chase momentum

neil b@livemint.com

he cliché of a *foolish®
Trcluil investor is one
who gets excited by bull
markets and buy stocks at
higher and higher prices. He
thenregrets his actions when
markets start falling, often
selling shares at losses or exit-
ing the stock market com
pletely. 3
investors in India is diffe
Retail investors get attracted
to falling stocks rather than
rising ones and accumulate
more of these as their prices
fall. This can cause them to do
badly, eveninabull market.
Financial year 2021 was
undoubtedly a bull market
with the Nifty rising by a
strong 19%. However, in that
time period, the companies
which saw the highest growth
inretail shareholding were the
oneswhich saw heavy declines
inprices.
Ananalysisby Anish Teli of

QED Capital Advisors LLP
looked at retail ownershi
change in companies whose
stock prices rose from 31
March 2021t
Such companie
increase inretail shareholding
inFY 2021 Ontheother hand,
companies whose stock prices
declined in the same period
saw a 24% growth in retail
shareholding.

his analysis is further
accentuated if we look at the
list of stocks where retail
investors grew their holding
by more than 10%. Among
such stocks where retail share-

holding rose, the top five are |

Hathaway Cable and Datacom
Ltd, Amara Raja Batteries,
Dilip Buildcon, Dhani Services
and Mahanagar Gas Ltd
respectively. These stocks fell
in the period in question -
March 2021 to March 2022 by
anaverage of 41%.

“The mentality of retail
investorsis essentially driven
by anchoring. A stock that was

Averaging down

PARAS JAIN/MINT

The top 10 stocks where retail shareholding grew most in the March 2021-22 period are those that fell by an average of 41%.

Price performance (in %)

Period from 31 March 2021 to 31 March 2022; Universe: Nifty S00
f

Retail investors

Retail shareholding (in %)
Hathway Cable 25 92021 W2022
Amara Raja
Dilip Buildcon »
Dhani Services 15
Mahanagar Gas
M&M Fin Services ®
Strides Pharma 5
Ceat o
Indraprastha Gas Hathway Dilip Mahanagar Strides
Cable Buildcon _ Pharma Gas
GIC Amara Dhani M&M Fin Ceat GIC
Raja Services Services

as per NSE

once 500 seems like a bar-
gain at 350. This argument
often drowns out considera-
tions of why the stock has
fallen. Retail investors buy it
like a lottery ticket—a huge
payolf for what looks like a
cheap down payment. Inreal-
ity, thisisakin to catching fall-
ing knives. Companies with
corporate governance issues

of

or those in declining sectors
often feature in such lists of
retail buys,” said Teli.

The post-pandemic erasaw
a huge surge of first-time
investors in stock markets
around the world.

In the US, some of these
investors were famously
attracted by ‘meme’ stocks like
Gamestop and AMC.

{ less than %1 lakh in face value

InIndiaaswell, the number
of monthly demat account
openings rose from 4 lakh in
FY20tol2lakhinFY 2landa
whopping 26 lakh in FY 22.
Among such investors, ‘buy
low sell high’ seems to be the
reigning mantra. However,
paying attention to what you
are ‘buying low’ is equally
important.

Source: QED Capital Advisors LLP
PARAS JAIN/MINT
“Thereare usually good rea-
sons forastock to falland you
may not be able to immedi-
ately know them or under-
stand them. Averaging down
or SIP type investing works
withindex fundsor diversified
well managed mutual funds. It
does not work with stocks. For
stocks, you need to do your
homework,” Teli added.

Page 13 of 14




sitearsheft

N

Millenniumpost
Oil Min modifies gas allocation policy to meet city gas demand
May 12, 2022 | Delhi | PgNo.:9 | | Sq Cm:360 | AVE: 3239204 | PR Value: 16196019

oNnGceC

Oil Min modifies gas allocation
policy to meet city gas demand

The modification will allow state-owned GAIL (India) Ltd to import gas
and buy from newer domestic fields to meet growing city gas demand

OUR CORRESPONDENT

NEW DELHI: The Oil Min-
istry has modified its gas allo-
cation policy for the city gas
sector, allowing state-owned
GAIL (India) Ltd to import gas
and buy from newer domestic
fields to meet growing demand
from households and transport
sector.

GAIL will pool or average
out the price of imported as
well as newer field gas with the
lower-priced regulated field
gas to supply to city gas enti-
ties for sale as CNG to auto-
mobiles and piped natural gas
to households, a ministry order
said.

Till now, city gas entities
were allocated natural gas from
older fields, called the regulated
or APM gas.

To promote the sector, the
Cabinet had in 2014-15 made
city gas a ‘no-cut’ sector, which
meant all demand of the sec-
tor would be met from domes-
tic fields.

But as the demand grew and
APM gas production remained
stagnant, the ministry modified

Till now, city gas entities were allocated
natural gas from older fields, called the
regulated or APM gas. To promote sector,
the Cabinet had in 2014-15 made city

gas a ‘no-cut’ sector

the allocation policy.

As per the ministry’s May
6 order, gas allocation to city
gas will be made on a three-
month basis as against the
previous policy of six monthly
allocations.

“Revision of allocation
for supply of pooled natu-
ral gas to city gas distribu-
tion (CGD) entities for CNG
and piped natural gas (PNG)
segments will be done on a
quarterly basis for better rep-

resentation of consumption,”
it said.

To meet the growing
demand of the sector, GAIL
will supply pooled natural gas
2.5 per cent over and above the
100 per cent requirement of
CNG and PNG for household
segment of each city in quar-
terly allocation.

To meet the shortfall in the
availability of domestic gas,
GAIL will source gas from the
difficult fields which are priced
at a higher rate than APM gas
for mixing with available regu-
lated gas, the order.

“For any further require-
ment, GAIL will also source
long term LNG failing which
spot LNG may be sourced for
mixing with available APM
gas,” the order said.

“The sourcing will be done
by GAIL within their procure-
ment procedure and (min-
istry’s) PPAC shall vet the
procurement procedure dur-
ing finalisation of the uniform
base price”

For the present quarter,
in case long-term LNG is not
available, GAIL may procure

spot LNG for mixing in the
pool, it added.

Domestic gas prices are
fixed on a six-monthly basis.
The APM price for the six
months beginning April 1 is
$6.1 per unit while the same
for difficult fields like deepsea
is $9.92. LNG in the spot or
current market is available at
triple this price.

The pooled natural gas,
including gas from difficult
fields and imported LNG
“will be supplied to CNG and
PNG segment,” the order said.
“Pooled natural gas will be sup-
plied by GAIL to all city gas
entities at a uniform base price
arrived at in consultation with
PPAC”

GAIL will charge a mar-
keting margin on the supply
of domestic gas to the city gas
segment.

At present, GAIL supplies
the APM gas to the city gas
sector.

Current gas allocation to
CNG and PNG sectors is about
18 million standard cubic
metres a day while the demand
is about 21 mmscmd.
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