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HSBC Raises
ONGC, OIL
Target Prices

Our Bureau

Mumbai: HSBC has raised the
target price on Oil and Natural
Gas Corporation by 8.1% andon
(il India by 4.5% as it believes
that subsidy-sharing concerns
on state-owned upstream com-
panies could ease further with
the upcoming Union Budget on
Julys.

HSBC has increased the target
price on ONGC to =200 from
v185, and raised the target price
on Oil India to =230 from ©220,
while maintaining a “buy’ ra-
ting on both.

State-owned oil companies ha-
venot borne any subsidy for the
last four years but volatile oil
prices and multiple elections in
thepast12months havemade in-
vestors wary about potential po-
licy change, said HSBC.

The Drokerage believes that
policy continuity is likely to be
maintained with the formation
of a strong and stable govern-
ment after the recently conclu-
ded general elections.

Shares of ONGC ended up
0.7% at ¥167.45 on Wednesday
and O1l India ended up 1% at
v178.45 on Wednesday ONGC
shares have gained 6% in the
last one year while Ol India's
shares have fallen nearly 16%.

HSBC is positive on both the
stocks due to attractive valua-
tion and dividend yield. “Atcur-
rentshareprices, ONGC and 0il
India have discounted oll netre-
alisations at $55-57/D (barrel),
no growth in gasprices and flat-
tish volumes. Their current
FY20 dividend yield of 56% is
driven by a 50% payout ratio,
underpinned by the govern-
ment’s desire for a higher payo-
ut as well as strong FCF (free
cash flow) generation,” said
HSBC.



The department of Women
and Child Development
celebrated the International
Day against Drug Abuse and
illicit trafficking by participat-
ing in “The Run’ organised at
the Jawaharlal Nehru Stadium
on Wednesday. This annual
event to raise awareness
amongst the masses is being
organised since the last 16
years. All the stakeholders
including Ministry of Social
Justice and Empowerment,
National Institute of Social
Defense (NISD), Narcotics
Control Bureau, Directorate of
Prohibition, UN Agencies and
corporate partners like ONGC,
GAIL, Indian Oil, IGL,
Petronet, NDMC, ITS, LPU put
their efforts to involve the
masses, especially the youth in
sports and physical activities to
keep children and youth away
from drugs and channelise
their energy into positive mode.

The morning routine
included the one kilometre
race, thematic cultural show,
theme poster making, Shapath
by all 5,000 participants.

The Union Minister of
Ministry of Social Justice and
Empowerment Thaawar
Chand Gehlot, assured the
gathering that his ministry has
framed a national action plan
to educate the public and pro-
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viding them counselling and
management of drug-related
problems.

This year’s theme ‘Listen
First’ is an initiative started in
2016 to increase support for
prevention of drug use that is
based on science and is thus an
effective investment in the
well-being of children and
youth, their families and their
communities. Speaking on the
occasion, SB Shashank, direc-
tor of department of Women
and Child Development, men-
tioned that the department is

coordinating with all the stake
holders such as health and edu-
cation, Institute of Human
Behaviour and Allied Sciences,
Delhi Police, Delhi State AIDS
control society, etc., to combat
drug abuse. For the past 16
years, the campaign has seen
more than 1,00,000 partici-
pants or families.

All the activities were
planned keeping the drug
abuse preventive measures in
the focus and educating the
vouth to stay away from the
drugs.
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Decreasing LNG prices to revive
prospects of stressed power units

PRESS TRUST OF INDIA
Mumbai, June 26

FALLING SPOTPRICES of liquefied nat-
ural gas (LNG) makes this an opportune
time for revival of stressed gas-based
powerassets in the country,saysareport.

LNG prices are currently at $§5 per
million metric British thermal unit
(mmbtu), down from a peak of $10 per
mmbtu as recently as November 2018.

“The decline has been due toincreas-
ingsupply in global markets from newly
commissioned projects in Australia and
the US.

“Moreover, a few of the liquefaction
capacities in the US and Australia
became operational inthe last quarter of
fiscal 2019, putting downward pressure
on spot LNG prices,’ rating agency Crisil
said in the report.

The rating agency expects spot LNG
pricesto trend lower in 2019, averaging

$5-6 per mmbtu.

“Beyond this year, prices could
increase slightly to $6-7 per mmbtu, as
the demand inwinter season improves.

Additionally, the government plans
towaive off customs duty of 2.57% as
well as bring natural gas under the GST
regime (lowerrateat 5% as compared to
15-20% VAT at present).

“This will reduce the delivered cost of
LNG further, reducing the cost of gener-
ation for power plants,” Crisil said.

27.6.2019
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Oil prices rise 3% as
US crude, products
stockpiles fall

STEPHANIE KELLY
New York, June 26

OILPRICES ROSE about 3% on Wednes-
dayandhit their highest inabout amonth,
buoyed by US government data that
showed a much larger-than-expected
drawdown in US crude inventories as
exports hit a record high, and surprise
drops inrefined product stockpiles.

Brent crude futures rose $1.61, or
2.5%, to $66.66 a barrel. US West Texas
Intermediate (WTI) crude futures rose
$1.84,0r 3.2%,to §59.67 abarrel.

Crude inventories fell 12.8 million bar-
rels last week, the Energy Information
Administration said, far surpassing analyst
expectations for a decrease of 2.5 million
barrels. That was the most since September
2016,according to the statistical armof the
Department of Energy.

NetUScrudeimportsfelllastweek by 1.2
millionbarrels perday.Overall crude exports
roseto 3.8 million bpd,beating its previous
recordof 3.6 million bpd in February.

“A lot of this drawdown is due to strong
demand,” said Phil Flynn,ananalyst at Price
Futures Groupin Chicago.“We'refinally see-
ingtheimpactofOpecproduction cuts and
starting tosee Venezuelan cuts.”

Gasoline stocks fell by 996,000 barrels,
while distillatestockpiles fell by 2.4 million
barrels, the EIAdata showed.

The product drawdown comes at the
same time asnews that the largest and old-

est refineryonthe US East Coast willbe per-
manently shutaftera massive fire lastweek
caused substantial ;

Philadelphia Energy Solutions plans to
shut down the 335,000 bpd refinery com-
plex next month, Philadelphia mayor con-
firmed after two sources told Reutersabout
the plans.US gasoline futures were up 4%
after climbing to their highest since May
23 inovernight trade,

“Refinery margins are improving
globally because if that refinery can’t
operate then you'll have to compensate
with higher runs elsewhere,” Olivier
Jakob of Petromatrix consultancy in
Switzerland said.

The crude inventory fall and refinery
outage added to uncertainty over oil sup-
plies created by the war of words between
Washington andTehran. This has prompted
fears that oil shipments through the Strait
of Hormuz — theworld's busiest oil supply
route — could bedisrupted. —REUTERS
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® 100-DAY AGENDA
8 cr PMUY connections by Aug,

quality of service now in focus

SAURABH KUMAR
New Delhi, June 26

THE MINISTRY OF Petroleum
and Natural Gas, as part of its
100-day agenda, plans to
achievethe target of issuing 8
crore liquefied petroleum gas
(LPG) connections under the
Pradhan Mantri Ujjwala
Yojana (PMUY) by August.The
original target was May 2020.

At the same time, as LPG
penetration nears saturation
with 90% of households
being covered, the ministry
has issued guidelines to the
oil marketing companies
(OMCs) to improve the qual-
ity of service and delivery.

Under the PMUY, 7.25
crore connections have
alreadybeen issued sincethe
programme was launched in
May 2015.

While initially it targeted
to provide 3 crore LPG con-
nections to below-poverty-
line families by May 2018, the
programme was expanded to
8 crore households by May
2020 owingtoits resounding
success.

The ministry has also
asked the OMCs to increas-
ingly improve the quality of
service. “There have been

complaints that people get
SMS of booking a LPG cylin-
der when in fact they have
not,”said a source.OMCs have
been asked to come upwitha
mechanism, maybe through
anapp,to capture the location
of delivery so that it can be
matched with the original
address of the connection
holder.

For PMUY beneficiaries,
distributors have been asked
by the OMCs to create groups
on WhatsApp to encourage
them to go forrefilling. While
the national refilling average
for PMUY beneficiaries is
around 809%, it is quite low in
some areas as many house-
holds find it difficult to buy a
14.2-kg cylinder.

In Delhi,a 14.2-kg cylin-
dercomes for ¥ 737 with eligi-
ble beneficiaries getting ¥ 240
reimbursed in their bank
accounts as subsidy. However,
the upfront cost has proved to
be ahurdlein manyareas.

To solve the issue, the
OMCs are giving the option
that a beneficiary can
exchange the 14.2-kg cylin-
der for a 5-kg cylinder. The
smaller cylinder in Delhi at
present comes for ¥270
upfront with ¥85 subsidy
being refunded.

The petroleum ministry
has also identified 10 dis-
tricts with low refills among
PMUY beneficiaries where
OMCs are only providing 5-
kg cylinders.

Distributors have also
been asked to come up with
innovations at their level to
attract more refills.“They can
think of maybe cash backs or
loyalty schemes which will
drive up their sales,” said
another source.
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