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Time to re-examine domestic gas price formula

‘Faulty’ benchmark results in domestic
producers operating at a loss, say experts

OUR BUREAUS

New Delhi/Mumbai, October 2

Questions are being raised on In-
dia’s gas pricing formula, after the
latest price for local produce an-
nounced by the government on
Wednesday. This was the third suc-
cessive cut and the first slash
which brought the price below $2
a unit (gas is measured in million
British thermal units or mBtu).
The Ministry of Petroleum and
Natural Gas on Wednesday an-
nounced the price of locally pro-
duced gas for the next six months
from October to March 2021 at
$1.79 per mBtu. The price ceiling
for natural gas produced from dif-
ficult fields (high pressure-high
temperature, deepwater and ultra
deepwater discoveries) was also
cut to $4.06 per mBtu.

Domestic gas producers are
producing gas at a loss for the past
two-three years because of a faulty
benchmark decided by the gov-
ernment, argue industry players,
stressing that it is time to relook
at the existing formula.

India meets 50-55 per cent of its
gas requirement through im-
ports. The prevailing spot price of
LNG is $5 per mBtu.

The current formula used for ar-

riving at the domestic gas price is
the weighted average price of four
global benchmarks: US-based
Henry Hub, Canada-based Alberta
gas, UK-based NBP and Russia gas.
The domestic price is based on the
prices of these international
benchmarks in the prior year with
a quarter’s lag. This distorts the
domestic pricing.

Floor price proposal

The government is said to be con-
sidering a floor price for gas to
shield producers, though there is
no clarity on the implementation
of the same, said K Ravichandran,
Senior Vice-President and Group
Head, Corporate Ratings, ICRA.
The proposal relies on the Japan
Korea mark-up index to act as a
floor while calculating domestic
gas pricing.

An extremely low price puts In-
dian producers at a disadvantage
and also tightens their purse
strings as far as future invest-
ments and capex is concerned.

“A reduction in natural gas
prices is credit negative for up-
stream companies such as ONGC
and Oil India, as it will lower their
revenue from gas sales. Both these
companies are already grappling

An extremely low price tends to put Indian producers at a disadvantage

with low oil prices and a further
reduction in natural gas prices
will exacerbate their earnings de-
cline,” a statement from Moody's
on the gas price reduction said.

Moody's estimates that ONGC'’s
full year revenues will decline by
%1,500-1600 crore while OIL's will
fall by around X220 crore in fiscal
2020-2021. ONGC had closed fiscal
2019-2020 with gross revenue of
%96,213 crore while OIL had repor-
ted aX13,648.71 crore total income.

Both companies said that nat-
ural gas offtake was hit because of
industrial slowdown in light of
the Covid-19 pandemic and the
subsequent lockdowns to curtail
its spread.

Some also see this as an oppor-
tunity for India to deregulate the
gas market.

Pressure on trade
The cut in gas prices also puts
some pressure on sellers in the
newly launched Indian Gas Ex-
change. Presently, the volumes on
IGX are low and largely focussed
on trading LNG that has been
brought into the country.
Meanwhile, the Petroleum and
Natural Gas Regulatory Board has
recently come out with the rules
for setting up gas exchanges —The
Petroleum and Natural Gas Regu-
latory Board (Gas Exchange) Regu-
lations, 2020. The PNGRB is hope-

ful of getting requests from the
interested players in coming days
to run the gas exchange.

Meanwhile, on the consumer
side, according to rough estim-
ates that with every dollar in-
crease/decrease in the cost of gas,
the cost of gas-based power gener-
ation varies by 44 paise a unit.
This assessment should also factor
in the exchange rate — for depreci-
ation of the rupee against the dol-
lar by 1, the cost of generation
shows an increase of 5-7 paise per
unit.

For consumers of piped natural
gas and compressed natural gas,
the price cut is a boon. It is expec-
ted that city gas distribution com-
panies like Indraprastha Gas Ltd
and Mahanagar Gas Ltd would be
passing on the benefits of the
price cut. Analysts estimate a cut
of 13 per standard cubic m in
tandem with the lowering of the
natural gas price.

Urea manufacturers are the
primary consumers of domestic
natural gas in the fertiliser sector
by way of the pooled gas mechan-
ism. The current domestic natural
gas price reduction is marginally
positive with respect to subsidy
burden.

With inputs from P Manoj in
Mumbai, Twesh Mishra and
Richa Mishra in New Delhi
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Crude Oil Slides,
Gold Edges Up

New York: Oil drop-
- ped while gold edged
higher after President
Donald Trumpsaidthat .
he tested positive for Covid-19
with just one month left until the
US presidential election. Brent
slipped as muchas 4.8%, to its
lowest level since June. The global
crude benchmark helped drag raw
materials lower, withcrop futures
fallingand copper earlier touching
aseven-week low. Spot gold was
up0.1%at $1,907.87 an ounce,
paring an earlier jump after
Trump's announcement. Silver
rose 0.7%. - Reuters
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Exports back in
positive territory

Asit Ranjan Mishra

asit. m@livemint.com
NEW DELHI

rose for the first time in

seven months with mer-
chandise exportsregistering a
5.3% growth in September,
driven mostly by an increase in
demand for engineering
goods, petroleum products,
drugs and garments.

Exportsrose to $27.4billion,
while imports contracted
19.6% to $30.3 billion, result-
inginatrade deficit of $2.9 bil-
lion, according to preliminary
data released by the com-
merce ministry ahead of
schedule.

Mint was first to report on
25 September quoting provi-
sional figures that exports
have turned positive in the
first three weeks of Septem-

I ndia’s outbound shipments

ber, growing by 8.3%.

In the six months ended 30
September, exports have
declined 21.4% to $125.1 bil-
lion, while imports contracted
40.1% to $148.7 billion, creat-
ing a trade deficit of $23.6 bil-
lion.

Non-oil non-gold exports
rose 11.1%, while non-oil non-
gold imports dropped 13.3% in
September.

The growth in merchandise
exportsis heartening, after the
faltering trend seen in the pre-
vious month, said Aditi Nayar,
principal economist at ICRA
Ratings.

“Regardless, the sharp gap
in non-oil non-gold merchan-
dise imports remains a cause of
concern regarding the
strength of domestic
demand,” she said.

TURN TO PAGE 13
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Outbound
shipments rise
for the first
time since Feb

FROM PAGE 16

Among major countries,
exports to China (20.8%) and
the US (15.5%) grew at the fast-
est pace in September, while
India’s imports from most
major economies contracted,
including China (10.1%).

India’s merchandise trade
has been weakening even
before the covid-19 pandemic
hit the economy and external
demand.

In 13 of the past 15 months
starting June 2019, the coun-
try’s exports have been nega-
tive.

However, since March of
this year, both exports and
imports started declining in
high double digits, even tem-
porarily leading to a trade sur-
plusinJune for the first time in
18 years.

Data compiled by the World
Trade Organization (WTO)
showed global merchandise
trade declined by 21% in the
June quarter.

“In comparison, the decline
in merchandise trade values
during the financial crisis was
deeper with a 33% drop
recorded in the second quarter
0f2009,” it said.

In April, the trade body had
projected global merchandise
trade to drop by 13% to 32% in
2020 because of the pan-
demic.

India’s economy contracted
23.9% in the June quarter, hit
by the double whammy of a
demand contraction and sup-
ply shock because of a coun-
trywide lockdown considered
tobe thestrictest in the world
imposed to contain the spread
of coronavirus.
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Exports grow in
Sept, first time

in seven

months

Outbound shipmentsstood at $27.4 bn, up 5.27% YoY

INDIVJIAL DHASMANA
New Delhi, 2 October

umning the tide after six months

of contraction and in step with

other economic indicators,

exports grew S5.27 per cent
in September.

Together with improvement in goods
and services tax collection, the purchasing
managers’ index (PMI), and auto sales, this
shows signs of economic recovery after
gross domestic product declined 24 per cent
in the first quarter of 2020-21.

Boosted by high-value items such as
electronic and engineering goods, out-
bound shipment stood at $27.40 billion in
September against $26.02 billion in the
same month a year ago, showed the pre-
liminary trade data released by the com-
merce department on Friday.

Growth was higher than the 2.9 per cent
rang up in February, which was the only
other month in this calendar year to show
increase in exports.

“Another indicator of the rapid recovery
of the Indian economy as it surpasses pre-
Covid levels across parameters,”
Commerce and Industry Minister Piyush
Goyal tweeted.

Exports in September were close to
February’s $27.65 billion. Covid-induced
lockdown started towards the end of March.

Goyal'’s tweet further reads — exports
take a leap in September, Atmanirbhar
Bharat emerges stronger from Covid.

Imports declined 19.60 per cent at $30.31
billion in September against $37.69 billion
in the same period 2019-20.

The pace of contraction is the lowest
since March, when lockdown started. This
leaves a trade deficit of $2.91 billion, the
lowest in three months.

Non-oil, non-gold imports declined
13.29 per cent in September against nearly
30 per cent in the previous two months.
This category indicates industrial demand.

26.38
Exports »

27.40

L L 10
Sep '20

| |

| | |
Oct '19

Source: Ministry of Commerce & Industry

However, the data showed the recovery
might be nascent.

“The sharp gap in non-oil, non-gold
imports remains cause for concern regard-
ing the strength of domestic demand,” said
Aditi Nayar, principal economist, ICRA.

Among high-value goods, exports of
drugs and pharmaceuticals grew 24.36 per
cent, engineering goods 3.73 per cent, and
electronic goods 0.04 per cent.

However, gems and jewellery declined
24.66 per cent. Turn to Page 11»
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Exports rise in Sept, first
time in seven months

Imports of crude and petroleum con-
tracted 35.92 per cent, machinery (elec-
trical and non-electrical) 36.76 per cent,
and transport equipment 47.08 per cent.

Exports during the first six months
fell 21.43 per cent at $125.06 billion, while
imports went down by 40.06 per cent at
$148.69 billion.

Federation of Indian Export
Organisations President Sharad Kumar
Saraf attributed growth in September to
the gradual lifting of lockdown and anti-
Chinese sentiment the world over. He
said exporters had started receiving a lot
of enquiries and orders and export per-
formance was likely to be better in the
next few months.

Even though the government
talked of recovery, exporters point to
the challenges ahead. Engineering
Export Promotion Council of India
Chairman Mahesh Desai said: *While
the reversal in trend for exports is a
matter of relief, challenges would
continue, given the global health
emergency and its economic impact
on major economies.”

Trade Promotion Council of India
Chairman Mohit Singla said exports were
recovering as the international market
was opening up.

Saraf said the immediate need was to
address key issues, including the release
ol benefits of the Merchandise Exports
from India Scheme (MEIS), resolving
risking exporters’ issues, an early intro-
duction of the Remission of Duties and
Taxes on Exported Products (RoODTEP)

Business Standard

Exports grow in Sept, first time in seven months

| | SqCm:425 | AVE: 1050684 | PR Value: 5253418

scheme in all sectors, and introducing
the e-wallet scheme.
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Exports rise for first time in six months, up 5.27% in September
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Exports rise for first time in six
months, up 5.27%in September

But it’s too early to
rejoice, warn
exporters; imports

continue to dip

OUR BUREAU

New Delhi, October 2

After six months of continuous
fall, India’s goods exports posted
a 5.27 per cent growth in Septem-
ber 2020 (year-on-year) to $27.4
billion, with crucial sectors such
as readymade garments, engin-
eering  goods,  petroleum
products, pharmaceuticals and
carpets on an upswing.

Some exporters, however, feel it
may be too early to celebrate, as
the global economic outlook con-
tinues to be grim, while others
say that the increase in buyer en-
quiries must translate into busi-
ness with adequate support from
the government.

Pain points

An area of concern is that exports
from major labour-intensive sec-
tors such as gems & jewellery,
marine products and leather &
leather products continued to
decline.

India’s imports in September
2020 declined 19.6 per cent to
$30.31 billion, shrinking the trade
deficit to $2.91 billion compared
to $11.67 billion in September
2019, as per preliminary data re-
leased by the Commerce & In-
dustry Ministry on Friday.

“While the reversal in trend for
merchandise exports turning
into positive territory in Septem-
ber 2020 is a matter of relief, the
challenges in the external trade

would continue given the present
state of global health emergency
and its economic impact on the
major economies,” said Mahesh
Desai, Chairman, EEPC India.

Exporters body FIEO pointed
out that there was an increase in
enquiries from buyers in differ-
ent countries, which was a posit-
ive indicator, but said the govern-
ment needed to support the
sector with incentives.

“The urgent need is to address
some of the key issues including
the release of the MEIS benefits,
resolving risky exporters issues,
early introduction of RoDTEP
across all sectors, capping of X2-
crore MEIS, introduction of NIR-
VIK scheme and expediting intro-
duction of the e-wallet scheme,
which will further help in reviv-
ing the exports during these diffi-
cult and torrid times,” FIEO said
in a statement.

Other sectors which posted an
increase in exports in September

B Trade defict

TRADE WINDS

(in $ billion) ™ Sept 2019

Exports | 26.02

274
Imports 37.69@
11.67
2.91

W Sept2020 @ % growth

30.31

Exports: Thetop5 owinw | Imports: The big fall (n%)
Cereals 304.71 Silver -93.92
Iron ore 109.52 Cotton Raw and Waste -82.02
Rice 92.44 Newsprint 62.44
0il meals 43.90 Gold -52.85
Carpet 42.89 Transport equipment -47.08

2020 compared with September
2019 include iron ore, rice, other
cereals, ceramic products and
glassware, oilseeds, meat, dairy &
poultry, handloom, tobacco and
spices, as per the data.

“Make in India, Make for the
World: Indian merchandise ex-
ports grew 527 per cent in
September 2020 as compared to
last year. Another indicator of the
rapid recovery of Indian eco-
nomy as it surpasses pre-Covid
levels across parameters,” Com-
merce & Industry Minister Piyush
Goyal had tweeted late on
Thursday, disclosing the export
figures.

Gold, silver imports down
Major commodities which posted
a decline in imports in Septem-
ber 2020 over September 2019 are
gold, silver, transport equipment,
newsprint, leather and leather
products and sulphur & unroas-
ted iron parts.

Exports during April-Septem-
ber 2020-21 were at $125.06 bil-
lion, posting a fall of 21.43 per
cent over the same period last

year. Imports during April-
September 2020-21 were at
$148.69  billioncompared to

$248.08 billion during the same
period last year, a fall of 40.06 per
cent.

Exports from India have been
falling (year-on-year) since March
2020 when the government an-
nounced a national lockdown to
check the spread of Covid in the
country.

In March 2020, India’s goods
exports fell 34.57 per cent com-
pared to the same month last
year, while in April, the fall was
much steeper at 60.28 per cent.

In subsequent months, the
severity of the decline in exports
reduced as the world tried to get
back to work; August 2020 wit-
nessed a lower decline of 12.66
per cent to $22.7 billion.
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Icra: Govt weighing floor price for domestic gas over falling prices

FE BUREAU
Kolkata, October 2

THE GOVERNMENTIS consid-
eringafloor price fordomestic
gas to protect producers from
revenue loss in the wake of
declining domestic gas price,
ratings agency Icra has said.
The government fears that not
protecting upstream gas pro-
ducers may dampen the
prospects of new gas projects.
According to Icra, Asian
spot prices of LNG fell to below
$2/mmBtu in May owing to
the drop in demand due to the

pandemic. Domestic gas price,
notified at $1.79/mmBtu
(GCV basis) in the second half
of the current fiscal, is 25.1%
lower than that of $2.39/
mmBtu in the first half.

The Centre has announced
a ceiling on price for gas pro-
duced from deep water, ultra-
deep water, high temperature
and high-pressure fields at
$4.06/mmBtu for the second
half, which is 27.6% lower

than the price of
$5.61/mmBtuduring the first
half of the fiscal.

K Ravichandran, senior

vice-president and group
head, Corporate Ratings, Icra,
said, “At such low prices, gas
production becomes loss-
making from most fields of the
Indian upstream producers,
despite some decline in the
cost of oil field services and
equipment costs. The appreci-
ation of the Rupee against the
US dollar in the past few
months has further dampened
realisations. In the near to
medium term, poor returns
will continue with an absence
of a floor price. Sustained low
prices will make exploration

and production unviable even
for benign geologies.”

The upstream sector is
already grappling with low oil
prices, Icra said, adding
“though [the government] is
reported to be considering a
floor price for gas, there is no
clarity on theimplementation
of the same.”

Icra said the recent global
trend shows recovery in price
to $4.5-5/mmBtu owing to
decline in supply as some
plants are idle in the US and
someare shut formaintenance
in Australia. Higher demand is

expected in winter, but there
will still be a supply overhang,
withabout 29 million tonne of
liquefaction capacity added in
calendar year 2019 over 37
million tonne added in 2018.

Additionally, global GDP,
expected to shrink, will mute
the demand growth of natural
gasinthe nearterm.Addition-
ally, low oil prices will also
weigh on LNG price.

From the consumers' per-
spective, the decline in domes-
tic gas price has lowered fuel
cost by about 20% for domes-
ticgas-based power generators.

Page 10 of 14




siteasied

N

oNnGC

The Financial Express

Oil tumbles after Trump tests virus-positive, negotiators fail to agree US stimulus deal
Oct 3, 2020 | Delhi | PgNo.:5 | | Sq Cm:206 | AVE: 675705 | PR Value: 3378526

Oil tumbles after Trump tests virus-positive,
negotiators fail to agree US stimulus deal

AGENCIES
London, October 2

OIL PRICES FELL up to 5% on Friday
after US President Donald Trump
tested positive for Covid-19 and nego-
tiators failed to agree a US stimulus
package just as rising global oil output
threatens to overwhelm a weak price
recovery.

Brent crude slipped on the Trump
news and was down $2.05, or 5.01%, at
$38.88 abarrel by 1324 GMT.US oil was
down $2.01,0r5.19%,at $36.71.At 7:55
IST, Brent was down 3.74% while US oil
was down 3.67%.

US and Brent crude are heading for
drops of around 9% and 7%, respec-
tively, this week fora second consecutive
week of declines.

“US unemployment data was a little
bit below expectations but the oil price
fall is part of the broader correction
we’ve seen over the last few days driven
by bearish macro sentiment and techni-
cal trading,” Harry Tchilinguirian, head
of commodity research at BNP Paribas,
said.

“We’ve moved below several short-

Piercing $40

Brent slides below $40 marker in
London trading

m Brent futures ($ barrel)

45

50
35-

30-|
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Source: ICE Futures Europe, Bloomberg

Crude supplies from the OPEC rose
by 160,000 barrels per day in
September from a month earlier

term moving averages - 30,50 and 100-
days ... so the market is looking for the
next support level, which could be
around $37 abarrel”

“Risks lurk on both the demand and
the supply sides. Today’s news that US
President Trump and the First Lady have
contracted COVID has lent additional

poignancy to the whole picture and sent
all risky assets,including oil futures,into
a tailspin,” Commerzbank said in a daily
research note.

Crude supplies from the Organiza-
tion of the Petroleum Exporting Coun-
tries (OPEC) rose in September by
160,000 barrels per day (bpd) from a
month earlier, a Reuters survey showed.

The increase was mainly the result of
increased supplies from Libya and Iran,
OPEC members that are exempt from a
supply pact between OPEC and allies led
by Russia — a group known as OPEC+.

SaudiArabia’s oil exports jumped toa
four-month high in September.
Although, total output from the oil-pro-
ducer group was steady last month, the
United Arab Emirates pulled production
back sharply in atonement for recent
months of oversupply.

Libya’s production has risen faster
than analysts expected after the relax-
ation of a blockade by the Libyan
National Army.

Its crude output hasrisento 270,000
bpd as the country ramps up export
activity, a Libyan oil source told Reuters
on Thursday.
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YA Hehdl 21 ¢ SR T |6
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Crude prices slip, markets weaken

as Trump tests posmve for Covid

AGENCIES
BENGALURU,OCTOBER 2

OIL PRICES fell around 5 per cent
on Friday, while Wall Street’s main
indices fell after two straight ses-
sions of gains as news that US
President Donald Trump con-
tracted Covid-19 stirred up polit-
ical uncertainty just weeks before
the election.

At 12:25 p.m. ET, the Dow Jo-
nes Industrial Average was down
23.37 points, or 0.08 per cent, at
27,793.53, the S&P 500 wasdown
17.26 points, or 0.51 per cent, at
3,363.54. The Nasdaq Composite
was down 173.53 points, or 1.53
per cent,at 11,152.98.

US equities were still volatile
on Friday but had cut some of
their losses in afternoon trade as
investors digested that news and

After an outage on Thursday that shut down the Tokyo Stock
Exchange, the Nikkei in Japan fell 0.69 per cent on Friday after
US President Donald Trump tested positive for coronavirus. AP

the prospect that lawmakers
would agree on a long-awaited
fiscal spendingbill before the elec-
tion.

Where investors go from here
could rest on how Trump copes
withadisease that haskilled over

a million people around the
world.

In the crude oil market, Brent
was down $2.05, or 5.01 per cent,
at$38.88 abarrel by 1324 GMT.US
oil was down $2.01, or 5.19 per
cent,at$36.71.USand Brent crude

are heading for drops of around 9
per cent and 7 per cent, respec-
tively, this week for asecond con-
secutive week of declines.

In Asian equity markets,
Japan’s Nikkei 225 index erased
gains and fell 0.69 per cent as the
Tokyo Stock Exchange resumed
normal trading after its worst-
ever outage brought the world’s
third-largest equity market to a
standstill. Australia’s benchmark
S&P/ASX200slipped 1 percentto
5,815.90. Shares in Singapore,
Thailand and Indonesia also fell.

The FTSEurofirst 300 index
rose 0.22 per cent to 1,405.35 and
the STOXX Europe 600added 0.25
per cent to 362.69. FTSE 100 de-
clined 1.0 per cent. However,
gold managed to cling on to the
$1,900-level in a choppy trading
session, with gains capped by a
firm dollar. REUTERS & AP
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Exports rise 5.3% in September,

imports fall narrowing deficit

For April-September, exports decline 21% while imports contract 40%

REUTERS

NEW DELHI

After contracting for six
months in a row, the coun-
try’s exports grew by 5.27%
year-on-year to $27.4 billion
in September, while imports
slipped by 19.6% to $30.31
billion, according to data re-
leased by the Commerce Mi-
nistry on Friday.

The trade deficit during
the month under review nar-
rowed to $2.91 billion as
against $11.67 billion in the
same period of 2019. The ex-
ports in September last year
stood at $26.02 billion.

Exports during April-Sep-
tember this fiscal dipped by
21.4% to $125.06 billion. Im-
ports during the period
stood at $148.69 billion, re-

— 8 s

Burden too heavy: Exports had be

en contracting since March

due to the pandemic and sluggish global demand. =n. raJEsH

cording a contraction of
40%. Commodities that re-
gistered growth in exports in
September include iron ore
(109.5%), rice (92.4%), oil
meals  (43.9%), carpet
(42.9%), pharmaceuticals
(24.4), meat, dairy and poul-

try products (19.9%), cotton
yarn/fabrics/madeups, han-
dloom products (14.8%), to-
bacco (11.1%), spices (10%),
petroleum products (4.17%),
engineering goods (3.73),
chemicals (2.87%), and cof-
fee (0.79%). The Ministry

said that in September 2020,
oil imports fell 35.9% to
$5.82 billion.

During April-September
2020-21, it contracted 51.1%
to $31.85 billion. Non-oil im-
ports in September too de-
clined by 14.4% to $24.48 bil-
lion. The imports during the
first half of the current fiscal
declined 36.1% to $116.83 bil-
lion, the preliminary data
showed.

Gold imports slump

Gold imports plunged by
52.9% during September this
year.

Since March, exports had
been recording contraction
due to the COVID-19 pan-
demic and sluggish global
demand.
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