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‘Oil Prices Should
Start to Stabilise in
First-half of 2019’

Russia’s energy
minister attributes
fall in oil pricesto
macro factors

Revters

Moscow: Russian Energy Min-
ister Alexander Novak said on
Tuesday that oil prices, which
fell by more than a third this
quarter, would become more
stable in the first half of 2019.
The Organization of the Pet-
rolenm Exporting Countries
(Opec) and other large oil pro-
ducersled by Russiaagreedear-
lier thismonth to cut their com-
bined crude output by 1.2 mil-
lion barrels per day from Janu-
ary in order to stem the fall in

ALEXANDER NOVAK
Russian Energy Minister

(Factorsare) thedecreaseof de-
mandinwinter, the macro
economy aswe've been

witnessingadeclinein
global economic activ-
ityandafallonthe
stock market

oilprices.

“I think that during the first
half, due to joint efforts, which
were confirmed by the Opec
and non-Opec countries this
December, the situation will be
more stable, more balanced,”
Novak said in an interview on
Rossiya-24 TV,

Novak also said there were no
proposals for an extraordinary
meeting with Opec, and he at-
tributed the fall in oil prices to
macroeconomic factors.

“Those are the fundamental
factors: thedecrease of demand
in winter and, of course, the
MACT0 economy as we've been
witnessing a decline in global
economic activity at the end of
the year and a .
fall on the SN
StOCK mar- e
ket,” he &%

said. C . A
?. =
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Indian Oil may drop
plan to buy stake in
Mundra terminal

Kalpana Pathak and Maulik Pathak

= kalpana.p@livemint.com

MUMBAI/AHMEDABAD: State-run
Indian Oil Corp. Ltd(IOCL) may
dropits plan to acquire as much
as50% stakein the Mundra LNG
terminal in Gujarat, three offi-
cials aware of the development
said. In August 2017, Indian Oil
said it has received an in-princi-
ple approvalfromits board to buy
a50% stakeinthe 5million tonnes
per annum terminal (mtpa) for
aroundI750 crore.

The 5,000 crore project is
being built by GSPC LNG Ltd. a
unit of Gujarat State Petroleum
Corp. Ltd (GSPC). Currently,
GSPC owns a 50% stake in the
project, while Adani group holds
25%. Adaniand GSPCwere look-
ingatinductinga strategic part-
ner such as Indian Oil.

“IOCL recently informed
GSPC LNG thatit would not like
togoahead with its plans of pick-
ing up a stake in the terminal,”
said a Gujarat government offi-
cial aware of the discussions.

It is, however, not clear if
Indian Oil would still book LNG
import capacity in theterminal.

Indian Oil did not respond to
anemailsentlastweek. A GSPC
group official declined to com-

menton the development.

In October, Prime Minister
Narendra Modiinaugurated the
LNG terminal, the third LNG
re-gasification projectin Gujarat
after Petronet LNG’s Dahej LNG
terminal and the Hazira project of
Shell Gas BV, a unit of Royal
Dutch Shell Ple. “Indian Oil car-
ried out due diligence for the
project and hasfound that there
are someissues that come in the
way of their proposed plans,” said
the second official cited above,
whoalsodeclined to be named.

While one ofthemain reasons
cited by Indian Oil is that a con-
cession and sub-concession
agreement between the special
purposevehicle, GSPCLNG,and
maritimeregulator Gujarat Mar-
itime Boardis yet to be signed, the
expenditure made towards the
portand port-led developmentis
another stumbling block for the
refiner, the official said.

Anindustry official, the third
cited above, said GSPCLNG has
invested close to 31,200 crore for
dredging and other port-led
development activities, which
IOCL finds hard tojustify totheir
board because the expenditure
was not part of the discussions
whenIOCL expressedinterestin
investinginthe LNG terminal.
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Expenditure made towards port, port-led development said to be stumbling block for refiner

Kalpana Pathak & Mayik Pathak
MUMBAI/AHMEDABAD

- tate-run Indian Oil Corp. Lid
{IOCL) may drop its plan to
acquire asmuchas50%stake
§ inthe Mundra LNG terminal
B in Gujarat, three officials
aware of the development said,

In August 2017, Indian Gil said it has
received an in-principle approval from
itsboard to buy a 50% stake in the 5 mil-
lion tonnes per annum terminal (mtpa)
foraround 750 crore,

The %5,000 crore project is being
built by GSPC LNG Ltd, a unit of Guj-
arat State Petroleum Corp. Ltd (GSPC).

Currently, GSPCownsa50%stake in
the project, while Adani group hgl:is
25%.

Adam and GSPC were laokmg au
inducting a strategic partner such as
Indian Oil.

. “IOCLrecently informed GSPCLNG

that it would not like to go ahead with
itsplansofpicking up astakein the ter-
minal,” said a Gujarat government offi-
cial aware of the discussions.

It is, however, not clear if Indian Oil
would still book LNG import capacity
in the terminal.

Indian 0Oil did not respond to an
email sent last week. A GSPC group
official declined to comumnent on the
development,

In October, Prime Minister Naren-
draModiinaugurated the LNG termi-
nal, the third LNG re-gasification
projectin Gujarat after Petronet LNG's
Dahej LNG terminal and the Hazira
project of Shell Gas BV, a unit of Royal
Dutch $hell Plc.

“Indian Oil carried out due diligence

£
3

e

forthe projectand hasfound that there
are some issuesthat come inthe way of
their proposed plans,” said the second

official cited above, who
alsodeclined to be named,

While one of the main
reasons cited by Indian Oil
is that a concession and
sub-concession agree-

ment between thespecial

purpose vehicle, GSPC
LNG, and maritime regu-
lator Gujarat Maritime
Board is yet to be signed,

the expenditure made towards the port
and port-led development is another

The Mundra
terminal, whose
capacity can be
expandedto 10

mtpa, is designed
to have a berth
for LNG tankers

BLOOMBERG

stumbling block for the refiner, the
official said,
An industry official, the third cited

above, said GSPCLNG has
invested close to 31,200
crore for dredging and
other port-led develop-
ment activities, which
Indian il finds hard to

justify to their board
because the expenditire
“was not part of the discus-

sions when Indian Oil
expressed interest in

investing in the LNG terminal.
TheMundra terminal, whose capac-

Why zhe state«mn'
reﬁner is &acklng nﬁ‘-' :

ity can be expanded to 10 million ton-
nes per annum {mtpa), is designed to
haveaberth for receiving LNG tankers
and storage tank facilities for regasifi-
cation and gas evacuation.

Gujarat already hasal5 millionton-
nesperannum import facility operated
by Petronet LNG at Dahej and another
Smillion tonnes terminal at Hazira that

grunby Shell,

- Indian Oil has also acquired a 39%
stake in the proposed 5 mipa LNG
import terminal at Dhamra in Odisha.

Adani Group hasa 50% stake inthe
project and the remaining 11% is with
state-owned gas utility GAIL IndiaLid.
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LNG IMPORT CAPACITY TO
DOUBLE IN NEXT TWO YEARS

Regulatory approvals, construction of evacuation pipelines
and end-use distribution grids will be key for execution,
says a Bloomberg report

BB million tons /
- LNG import capacity [
likely by 2020 | 50%

28.5 nition tons )

- current LNG regasifi-
cation capacity

17.2 million tons

- India's long-term
contracts could reach
by 2020

18,7 wition wrs

- India's long-term

domestic gas
production share

supply agreements China's domestic
currently in place production share
1.290 siion cus <t p
y billion cubic meters R e
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- India’s gas reserves ) ’.u'f" i
- |__.,a_:,—-‘- inf" . 2k



DNA - MONEY, Delhi,

26.12.2018

Page No. 5, Size:(21.14)cms X (11.44)cms.

(odo] V][l Rumbling trade wars, US rate hike, Brexit have all played their part in the slide in prices

What'’s got oil so spooked’? It’s the economy

Julian Lee

It wasn’t meant to be like
this. Not only are oil prices
down nearly 40% sinceearly-
October, they're below where
they were when the Opec+
group of producers began
their first round of output
cuts in January 2017.

There are two main fac-
tors behind this pessimism.
The first stems from an un-
due skepticism about the
group’s willingness to trim
output. The second follows
from a negative view about
the global outlook that is
subject to change — and if it
does, a sharp rebound is in
store.

The recent Russian-bro-
Kered deal to cut around 1.2
million barrels a day from
global supply in January
should have put a floor under

prices. Their drop suggests
traders don’t believe the
cuts will be implemented.
They should.

The bulk of the reduction
from current production lev-
els hinges on Saudi Arabia.
Its oil minister pledged in
Vienna that the kingdom
would go even further than it
had promised to reduce out-

put, justasitdid in 2017. The
history of the Opec+ deal so
far shows that those who re-
ally matter (Saudi Arabia,

the UAE, Russia) came
through with the cuts - even
if it took them a little time to
get there.

Production will probably
also continue to fall in Ven-
ezuela, as workers flee the

country and a lack of main-

tenance on wells, pumps and
pipelines eats away at capac-
ity. The sanctions on Iran
will almost certainly be
tightened when the current
waivers expire in May, reduc-
ing its output further. So you
have to assume that Opec+
output will come down by
somethingclose to the prom-
ised 1.2 million barrels a day
over the early part of next
yvear, even if the target isn’t
reached on January 1.

Some of the impetus for
the sell-off has almost cer-
tainly come from revised as-
sessments of US production.
Theslide in prices began just
after the Department of En-
ergy published its produc-
tion numbers for August,
which showed a large and
unexpected jump in US out-
put.

Sowhat else isdriving the
pessimism?

It’s starting to look a lot
like the market is pricing in
a much weaker outlook for
demand than is currently
forecast by the main agen-
cies.

Growing concerns about
the health of the global econ-
omy, rumbling trade wars,
the disruptive effect of Brex-
it, the Federal Reserve’s lat-
est rate hike and the threat
of a US government shut-
down have all played their
part in the slide in prices.
Those wider concerns have
undermined sentiment
across asset classes and oil
has been caught up in the
rout.

But if some of those con-
cerns start to ease, the re-
bound could be swift.
—Bloomberg
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Iran crude vital for sustaining balance
in oil trade, says IOC Chairman

India hopes US will
extend waiver

RICHA MISHRA/AMITI SEN

New Delhi, December 25

Iranian crude in global market
is extremely important for sus-
taining a balance in oil trade,
believes Sanjiv Singh, Chair-
man, Indian Oil Corporation
Ltd.

India is one of the largest
consumers of crude oil and
Iran has been one of the key
suppliers. On November 5, the
US announced exempting eight
countries, including India,
from the sanctions for import-
ing oil from Iran. This exemp-
tion is for six months and
Washington will review the 180-
day waiver it granted to India
and seven others after April
2019.

Asked about what IndianQil’s
strategy will be once the six-
months period is over, Singh
told BusinessLine “Let us see, we
have six months.”

A concern has been the pay-
ment mechanism despite the
waiver. A trader, who didn't
wished to be identified, said
that rupee payment mechan-
ism serves everyone's purpose.

“From India’s point of view
there is not much spend on for-
eign exchange for imports from
Iran; From Iran’s perspective
they continue to get regular

N

Sanjiv Singh, Chairman, Indian Oil Corporation

payment that can be used
against whatever imports they
do from India; and from the US
point of view also it is not wor-
risome because payment is be-
ing done in a currency which
Iran cannot use for anything
else,” he explained.

India’s role
On the impact of sanctions on
oil supply in the market, he
said, “Even before waiver was
given, the market had already
factored in shortfall from Iran.
So the market was prepared. In
fact, India has played its card
very well — while it has not
buckled under the US sanc-
tions, it has continued to get
reasonable supply from Iran.”
By continuing to buy from

Iran, India has also been able to
sustain a balance in the market,
the trader said.

Meanwhile, senior officials in
the government said India is
likely to continue purchasing
oil from Iran in 2019, although
at lower levels than the previ-
ous year, and were hopeful that
it will not lead to acrimony
with the US. New Delhi is ex-
pecting a positive result when
the US reviews the waiver, ac-
cording to  government
officials.

“India had extensive discus-
sions with the US on the coun-
try's oil economy and how get-
ting reliable and cheap supply
was essential for economic
growth. We clearly communic-
ated that till we have access to

alternatives, we cannot bring
down our imports from Iran
sharply,” an official said.

Interestingly, the US has an-
nounced no guidelines or de-
tails on how much the coun-
tries that have been given
waivers will be able to import.
This is where India’s optimism
comes from.

Cut down imports

The official pointed out that a
number of private companies
had already cut down their im-
ports of oil from Iran consider-
ably.

“This will be taken into ac-
count by the US when it does its
review. We understand that
other countries too have cut
down on their imports. When
Washington does an overall re-
view of imports from Iran by
the countries that had been
given waivers, there would be
enough reasons for it to give an
extension,” the official said.

India and Iran, however, have
yet to resolve the way in which
payments have to made for oil.
New Delhi is keen that the ru-
pee payment mechanism, used
to partly pay for oil from Iran
last time there were sanctions
against the country, will be
used this time as well. But al-
ternative  mechanisms, in
which payments are made
through currencies other than
dollar, are also being examined.
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Vedanta chief Anil Agarwal
bullish on mining, oil and gas

Sumit Moitra
m_sumit@dnaindia.net

Kolkata: Vedanta Resources
chairman Anil Agarwal is
not much perturbed about
the setbacks he received in
his core metal business and
instead believes it is mining
of minerals and oils that
would bring in the riches for
the economy, the govern-
ment as well as businesses.

While the recent clear-
ance by National Green Tri-
bunal to reopen Tuticorin
copper plant has been stayed
by Madras High Court, fore-
ing Vedanta to now move
Supreme Court.

The apex court’s earlier
move to ban iron ore mining
in Goa had hurt the group,
which was the largest miner
of the ore in that state.

“Tuticorin and Goa con-
tributed not even 3-4% to
Vedanta’s revenues which
contributes almost 1% of the
gross domestic product of
the country. I am more both-
ered with the huge imports
of minerals that take place
in the country. There are

A major reason

why the value of

our currency had
dropped is that we
stepped up our imports
of minerals. We must
understand thatitis
mining that would bring
in the revenues for the
government

strong vested interests and
lobbies that want India to
continue to import things we
have like iron ore, coal, oil,”
Agarwal said during his
visit to the city

“A major reason why the

value of our currency had
dropped is that we stepped up
our imports of minerals like
iron ore. We must understand
that it is mining that would
bring in the revenues for the
government. It is only be-
cause of presence in the min-
eral and oil sectors that our
group was able to pay Rs 1.6
lakh crore of taxes to the gov-
ernment,” Agarwal reasoned.
Agarwal is now busy ex-
panding the group’s opera-
tions in India, particularly
in oil. His group contributes
27% to the country’s oil pro-
duction now and aims to take
it to 50% in the near future.
In August, Vedanta won 41
blocks out of the 55 offered
under the first round of open
acreage bidding. “We arenow
producing 2 lakh barrels,
which would go up to 5 lakh
barrels intwo years’time. And
with the new 41 blocks in As-
sam, Rajasthan, Gujarat and
Tamil Nadu, we would pro-
duce another 5 lakh barrels,
thus reaching a total 1 million
barrels in the next four years
at an investment of about $5
billion,” Agarwal said.
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‘Oil Prices Should
Start to Stabilise in
First-half of 2019’

Russia’s energy
minister attributes
fall in oil prices to
macro factors

Reuters

Moscow: Russian Energy Min-
ister Alexander Novak said on
Tuesday that oil prices, which
fell by more than a third this
quarter, would become more
stable in the first half of 2019.
The Organization of the Pet-
roleum Exporting Countries
{Opec) and other large oil pro-
ducersled by Russiaagreedear-
lier this month tocut their com-
bined crude output by 1.2 mil-
lion barrels per day from Janu-
ary in order to stem the fall in

ALEXANDER NOVAK
Russian Energy Minister

(Factorsare) the decrease of de-
mand inwinter, the macro
economy aswe've been

witnessingadeclinein
global economic activ-
ityandafallonthe
stock market

oilprices.

“I think that during the first
half, due to joint efforts, which
were confirmed by the Opec
and non-Opec countries this
December, the situation will be
more stable, more balanced,”
Novak said in an interview on
Rossiya-24TV.

Novak also sald there were no
proposals for an extraordinary
meeting with Opec, and he at-
tributed the fall in oil prices to
macroeconomic factors.

“Those are the fundamental
factors: thedecrease of demand
in winter and, of course, the
MACT0 ecONoOmMy as we've heen
witnessing a decline in global
economic activity at the end of
the year and a
fall on the
StOCK mar- 4.
ket,” he &°
said.
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