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Oil Futures
Turn Higher
as Dollar
Stays Weak

Iloonm

Oil reversed an earlier drop as a
sharp decline in the dollar made
commodities priced in the curren-
cy more attractive.

A\« West Texas Intermediate traded
above $86 after earlier shedding
1.4%. A gauge of the dollar decli-
ned for a second day to its lowest
level in three weeks. Strength in
the greenback had been weighing
on oil markets evers since crude
retreated below $100 a barrel du-
rhm the summer.

The US oil bench

mark has lacked di-

rection lately, torn

- rates to combat in-
flation and OPEC+
output cuts. Tra-
ding volumes have
sufferedon WTIasa
result, coming in at
about half of nor-
: mal levels so far
£ this week.

“Crude oil remains rangebo-
und,” said Ole Hansen, head of
commodities strategy at Saxo
Bank A/S. “Short-term direction
is being provided by the move-
ments in thedollar and focuson to-
- day’s weekly US stock repo

The American Petroleum Insti-
tute reported on Tuesday that US

inventories expanded by about 4.5
million barrels last week, accor-
ding to people familiar with thefi-
gures. -

Government data will follow la-
ter Wednesday, with the break-
down coming amid heightened
concern about product supplies
includingdiesel.

Signs of macro-economic weak-
ness continue to emerge, darke-
ning the outlook for energy de-
mand. i
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Perils of oil price
predictions

It may be better for Indian policymakers to
understand what makes oil prices move
ratherthan predict movements in rates

S DINAKAR
26 October

By how much will oil prices move
this winter, and in 20237 If one had
the key to the chaotic world of oil
prices, then she or he would be the
most influential and richest
astrologer in the world. Even sea-
soned oil wizards working for some
of the world’s most storied banks like
Goldman Sachs have stumbled.
‘When Brent crude soared to a record
$147.50 a barr®l in the summer, of
2008, Goldman Sachs predicted the
world’s biggest addiction to touch
$200 a barrel — crude oil plunged to
$45 a barrel in the winter of 2008.

The perils of predictions were no
less evident last month when,the
bank cut its price forecasts for Brent
averaging $100 per barrel in October-
December, down from its previous
forecast of $130 per barrel. Goldman
saw Brent averaging $108 per barrel
in 2023, down from a previous $125
per barrel prediction. The down-
grade was attributed to a strong dol-
lar and weakening demand. The
bank, in September, saw the
Organization of Petroleum Exporting
Countries (OPEC) maintaining pro-
duction near current levels for 2022.
But OPEC+ did the opposite — it
decided to cut output by 2 million
barrels a day on October 5.

So it may be better for Indian pol-
icymakers to understand what
makes oil prices move rather than
predict movements in rates — which
is what seems to be happening if one
goes by the frequent pronounce-
ments made by state oil refiners in
the media. But why should India
bother about oil prices? India
imports more than 85 per cent of its
crude, half of its gas, and 60 per cent
of the cooking fuel that goes into
your vehicles and kitchens, and any
uptick in rates reduces the purchas-
ing power of Indian households,

/ something that is called inflation.

Alternatively, the government must
borrow more to pay state refiners to
keep pump prices constant.

India paid $90 billion for crude

oil in the April-September period of *

fiscal 2022-23, 76 per cent higher
from a year earlier. The jump in oil
expenditure would have been even
higher if Russia had not offered
oil at a discount while inveigling its
way to become one of India’s top
three oil suppliers. At constant fuel
prices, India will spend around $223
billion this fiscal on imported fuels,
or over 6 per cent of India’s GDP,
according to calculations based on
oil ministry data.

Goldman still maintains abullish
view on oil because of
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‘barrels of IEA member country gov-
ernment stocks from March through
August, IEA said.

Low stocks have also coincided
with a massive cut in OPEC+ oil sup-
ply, the biggest since the group cut
output by 10 million barrels a day in
2020 during the pandemic, height-
ening the price risk for nations like
India because even after taking into
account lower demand expectations
because of a looming recession, it
will sharply reduce a much needed
build in oil stocks through the rest
of this year and into the first half of
2023, the IEA said.

While global recession and
China’s quixotic zero Covid policies
portend a potential steep fall in
prices, this is still seen as unlikely,
given not only very low stock levels,
an exhausted US strategic reserve,
and especially the constrained sup-
ply side of the equation, said Tilak
Doshi, a Singapore-based interna-
tional oil expert. Surplus oil produc-
tion capacity is extremely low (as

~ the CEO of Aramco said recently),

and any bullish development of the
demand side (such as China coming
out of lockdowns for example)
would lead to an oil price shock on
the upside, Doshi, who has worked
for Aramco, added." 5

History has often served as a poor
precedent for how oil prices move.
For example, in 2017, Goldman
Sachs was forced to issue a note
explaining why it got it wrong when
it came to predicting oil price
movements. OPEC had then cut out-
put to boost prices. That prompted
the bank and traders to take long
positions on the commodity. But
what Goldman faHed to realise
was that unlike in the past US
drillers pumped more from shale
reserves as oil prices rose, negating
OPEC’s supply cut, and sending
oil lower. Shale turned the US into

.the world’s biggest oil producer
and weakened OPEC’s clout in influ-
encingoil prices.

While previous large spikes in oil
prices have spurred a strong invest-
ment response from non-OPEC pro-
ducers, this time may be different,
the IEA said. US shale producers,

" traditionally the most

a structurally bullish  In 2017, Goldman sachs responsive to changing
supply scenario, which ~ was forced to issue a market conditions,
it said has only grown  note explainingwhyit  are struggling with

stronger, inevitably gotitwrong
requiring much higher when predicting oil
price movements. OPEC  tion — and, so far, they
means is the pandem-  had then cut output to
ic, a push towards boost prices. That
renewables and the prompted the bank
Russian invasion-e# and traders to take
Ukraine — all occur-  long positions on

ring at the same time the commodity

prices. What that

— have led to lack of
investment in global upstream, low
spare capacity to extract more oil in
case of any geopolitical crisis — like
terrorist attacks on oil facilities —
and, low stocks. 2
Stocks are by far the most impor-
tant from a near-term horizon
because oil prices respond to the vol-
ume of oil stored by déveloped
nations. Commercial inventories
held in the countries of the
Organisation for Economic Co-oper-
ation and Development remained a
steep 243 million barrels below-
the five-yearaverage 0f2.736 billion
barrels, International Energy
Agency (IEA) said in its monthly
October oil report. They wotild have
been significantly lower had it not
been for the release of 185 million

supply chain con-
straints and cost infla-

are maintaining capital
discipline. This casts
doubt on suggestions

" that higher prices will
necessarily balance the
market through addi-
tional supply.

OPEC's current cut also coincided
with the US releasing its l&st install-
ment of stocks from its strategic
reserves, and amid threats of a price
cap on Russian oil. Saudi Arabiaand
Russia ensured that bulldozing price
caps on China, India and Turkey, the
biggest buyers of Russian oil, will be
tougher if supplies are already low,
and the US, in an election year, may
not risk roiling oil markets further.

“The political predilections of
NATO and its US-led policy makers
that see ‘bleeding Russia’ as the ulti-
mate objective is driving energy poli-
cies of the,West to the detriment of
the world economy and the liveli-
hood of billions of péople faced with
surging fuel, food and fertiliser
prices,” Doshi said.
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AFTER SANCTIONS IN EUROPEAN MARKETS...

Russian Petrochem Co Sibur
Eyes India to Boost Exports

Also focusing on China, Turkey, Vietnam and Indonesia, says CEO

DipanjanRoy.Chaudhury
@timesgroup.com

New Delhi: Russian petro;zhe-
micals company Sibur is bet-
ting big on India following

sanctions on its products for

European markets in the back-
drop of the Ukraine war. It has
started export of items neces-
sary for production of fibreg-
lass, artificial stone and phar-
maceuticals here.

Sibur started production and
exports of maleic anhydride-a
chemical compound which is
used for production of fiber-
glass, artificial stone, and phar-
maceuticals — this year and
shipped first batches to India, -
Andrey Frolov, chief executive
of Sibur International, told ET
inan exclusive interaction.

Sibur has also established a

"“2 We already had
>X planstoexpand
sales to SE outheast
Asia, butrecent events

have accelerated their
implementation

$450-million joint venture with
Reliance Industries to produce
butylrubber and halogenated bu-
tylrubber in Jamnagar.

“These rubbers can be used in

automotive inner tubes, cable
insulation, roofing membranes
and many other applications,”
Frolov said. “Reliance’s oil refi-
nery supplies feedstock for the-
se facilities.” The joint venture,

other marketsin Asia.

where Sibur holds 25% stake,
started production of butylrub-
ber in 2019 and halogenated bu-
tylrubber in 2021, he added.
Sibur is increasing its exports
to Asian markets as its exports
to Europe have declined due to
geopolitical tensions, Frolov sa-
id. “We already had plans to ex-
pand sales to Southeast Asia,
but recent events have accelera-
ted their implementation.”
Sibur’snewest petrochemicals
facility, ZapSibNeftekhim
ranks in top five largest petro-
chemicals projects in the world.
The group is currently working
on a new project — Amur Gas
Chemical Complex, which is set
to become the largest base poly-
merfacility globally by capacity.
Besides India, Sibur Interna-
tional isfocusing on China, Tur-
key, Vietnam, Indonesia and

Page 4 of 8




sitearsitef

The Economic Times
Countries’ pledges not enough to achieve paris goals: UN
Oct 27,2022 | Delhi | PgNo.:7 | | Sq Cm:165 | AVE: 616008 | PR Value: 3080040

oNnGcC

Countries’ Pledges Not Enough to Achieve Paris Goals: UN

RED FLAG Greenhouse emissions need to be cut 43% from 2019 levels by 2030 to restrict temperature rise to 1.5 deg Celsius by century-end

Urmi.Goswami
@timesgroup.com

New Delhi: Commitments and tar-
getsset by countriestoactonclimate

lemperature rise to well
below 2 degrees Celsius of pre-in-
i ; instead, they put the
world on track to temperature rise
of 2.5 degrees, latest UN assessment
shows.

The United Nations climate change
secretariat has released a new as-
sessment after analysing the combi-
ned climate pledges of 193 parties
submitted under the Paris Agree-
ment till September 23, 2022. It inclu-
des 24 updated or new NDCs (natio-
nally determined contributions)
that were submitted after COP26 in
Glasgow.

COP27 host Egypt, India and Aust-
ralia are among the countries that
submitted NDCs with updated 2030
targets this year.

The pledges, though still not suffi-
cient to limit warming to “well be-

low 2 degrees C and as close as pos-
sible to 1.5C”, mark an improvement
over last year.

NCDs or pledges submitted ahead
of COP26 were projected that by
2030, emissions would increase by
13.7% compared to 2010 levels. The
current pledges have succeeded in
bending the emissions curve—emis-
sions are projected to rise by 10.6%
over the 2010 levels.

“What this report show: some
progress has been made,” said Si-
mon Stiell, executive secretary of
the United Nations Framework Con-
vention on Climate Change
(UNFCCC). “But that progress is
highly insufficient. So, we are mo-
ving forward, but we are moving for-
ward far too slowly.”

Stiell, who served as Grenada's en-
vironment minister prior to his ap-
pointment as the UN's climate boss,
said analysis showed that depen-
ding on the level of implementation
of the climate pledges, the tempera-
tureincrease would vary between 2.1
degrees Cand2.9degrees. “If develo-
ped countries do not fulfil their cli-
mate finance commitments, it will

be near impossible to reach the bot-
tomend of therange,” hesaid.

The UN’s climate science body, In-
tergovernmental Panel on Climate
Change (IPCC), reported that green-
house gas emissions need to be cut
43% from 2019 levels by 2030 to rest-
rict temperature rise to 1.5 degrees
Celsius by the end of this century,
thereby avoiding the worst impacts
of climate change, including more
frequent and severe droughts, heat-

wavesand rainfall.

“The science is clear and so are our
climate goals under the Paris Agree-
ment,” Stiell said. “We are still no-
where near the scale and pace of
emission reductions required to put
uson track towardsa.5degrees Cel-
sius world. To keep this goal alive,
national governments need to
strengthen their climate action
plans now and imj nent them in
the nexteight yea

Greenhouse Emissions Hit Record in'21

BERLIN The three main greenhouse gases hit
record high levelsinthe atmosphere last year,
the UN weather agency said on Wednesday,
callingitan “ominous” signas war in Ukraine,

rising costs of food and fuel, and other worries have el-
bowed inon longtime concerns about global warmingin
recent months. “More bad news for the planet,” the World
Meteorological Organisation said inastatement along
withits latest annual Greenhouse Gas Bulletin. It's one of
several reports released inrecentdays looking at several
aspects of humanity's struggle with climate change. »»

Stiell urged governments to come
to COP27 to show how they will put
the Paris Agreement to work in their
home countries through legislation,
policies and programmes, as well as
how they will cooperate and provide
support for implementation. He cal-
led on countries to make progress at
the climate talks in four priority are-
as: mitigation, adaptation, loss and
damage, and finance.

gypt foreign aff:

minister

Sameh Shoukr ,“COP27 willbe
the world’s watershed moment on
climateaction.”

Raising ambition and urgent imp-
lementation is indispensable for
addressing the climate crisis, he sa-
id. This includes cutting and remo-
ving emissions faster and at wider
scope of economic sectors “to pro-
tect us from more severe adverse cli-
mate impacts and devastating loss
and damage”, Sameh said.
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Aramco Unveils

$1.5b Sustainability Fund

AHEAD OF CLIMATE MEET Saudi oil giant has committed to reaching net zero operational emissions by 2050

Saudi oil and gas company Aramco
unveiled a$1.5billion fund on Wednes-
day for sustainable investments, part
of efforts to burnish the state-owned
company’s green credentials inanan-
nouncement ahead of the UN climate
conference next month in Egypt.

AramcoCEO Amin Nassersaidatan
investment conference in Saudi Ara-
bia that the fund will focus on “bre-
akthrough technologies that are im-
portant and startups that will help us
toaddress climate change”.

Nasser billed the fund as one of the
world's biggest sustainability-focu-
sed venture capital funds and said it
would invest globally and launch im-
mediately. He spoke at Saudi Arabia's
Future Investment Initiative mee-
ting, sometimes known as “Davos in
the Desert,” a comparison to the
World Economic Forum's annual me-
eting of corporate bigwigs and world
leaders in the Swiss Alps.

Aramcoisoneof thelargestcorpora-

te greenhouse gas emitters. Environ-
mentalists have long accused oil and
gas companies of using climate-fri-
endly pledges to “greenwash” their

polluting activities.
— Onearea Aramco's
The fund will fund will focus on is
also target carbon capture and
greenhouse storage, which in-
gasemissions,  Vvolvessuckingheat-
energy trapping carbon
efficiency, dioxide from facto-
nature-based ry smokestacks and
climate storing it undergro-
solutions, und.
digital Climate experts,
sustainability, however, warn the
hydrogen, technology is risky,
ammoniaand unproven and ex-
syntheticfuels pensive and could

be used to delay the

phaseout of fossil fuels. Others say all

untested solutions should be pursued

given howlittle timethereisleft tome-
et UN emissions-cutting goals.

Other investment themes the fund

will target include greenhouse gas
emissions, energy efficiency, nature-
based climate solutions, digital susta-
inability, hydrogen, ammonia and
synthetic fuels.

Aramco has committed to rea-
ching net zero operational emis-
sions by 2050, but that only accounts
forafraction of the company’s total
emissions. It does not include the
carbon dioxide released by the bur-
ning of fossil fuels that the compa-
ny produces.

Qil companies have been using “gre-
en-sounding ‘net-zero by 2050’ pled-
ges” tojustify technological fixes that
willallow them to “keep ondiggingup
and selling oil and gas,” said Pascoe
Sabido, a researcher specializing in
the energy and climate sector at Cor-
porate Europe Observatory, which in-
vestigates European Union business
lobbying.

“Aramco’s sustainability fund has
nothing to with fighting climate
change and everything to do with ex-
tending the life of its fossil fuel busi-
ness," hesaid.

Saudi Crown Prince Mohammed bin
Salman has been trying to diversify
the economy away from oil revenue,
though the government continues to
rely heavily on crude exports.

The UN.climate conference, known
as COP27, will hold negotiations ai-
med at limiting global temperature
increases next month in the Red Sea
resort town of Sharm el-Sheikh,
Egypt. Ap
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SHARE PRICES DOWN 20% SINCE BEGINNING OF 2022

IGL’s Underperformance may not

Reverse for now on Pricing Woes

Ashutosh.Shyam
@timesgroup.com

ETIG: The underperformance of
Indraprastha Gas Ltd's shares is un-
likely to reverse in the near term, as
dwindling pricing power weighs on
the company’s operating margin.
The share is down by about 20% sin-
ce the beginning of 2022. The emer-
ging headwinds for earnings are qu-

ite visible from IGL’s performance

inthesecond qu
arter of 20,
The supplier of
0 compressed and
piped . natural
RISE IN CNG gas in the Delhi
PRICES SINCE region had volu-
JUNE 2021 me growth of

12% year-on-ye-
ar to 8.1 mmscmd in the September
quarter. Of this, 6 mmscmd was
from CNG sales and the balance
from PNG, which included domestic
as well as industrial. However, to
maintain volume growth, the com-

IGL's Underperformance may not Reverse for now on Pricing Woes
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pany had tosacrificeitsmargin. The
operating profit per standard cubic
metric(sem)of IGLdroppedtoRs7.1
in the second quarter of the current
fiscal compared with Rs 8.6 in the
previous quarter, asit could not pass
rising gas cost proportionately to
consumers. :
In the September quarter, the av-
erage cost of gas for IGL rose to Rs
.1 per scm, up Rs 5.1 per scm over
the previous quarter, while average

Fy21 FY22 FY23

realisation increased by Rs 3.3 per .
scm. This resulted in a sharp com-
pression in margin.The pressure on
operating margin of IGL is likely to
remain elevated unless the govern:
ment puts a cap on domestic gas pri-
ces inthe wake of surgingglobal gas
prices dueto geopolitical tensions.

FOR FULL REPORT, GO TO
www.economictimes.com
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Gas crunch easesin Europe, but the respite might not last

ASSOCIATED PRESS

FRANKFURT 26 OCTOBER

Natural gas and electricity
prices in Europe have plunged
from summer peaksthanksto
mild weather and a months-
long scramble to fill gas stor-
age ahead of winter and
replace Russian supplies dur-
ing the war in Ukraine. It'sa
welcomerespite after Russia
slashed natural gas flows,
triggering an energy crisis
that has fueled record infla-
tion and a looming reces-
sion.

Yet experts warn it’s too
soon to exhale, evenas Euro-
pean governments roll out
relief packages for people
struggling with high utility bills
and work on longer-term
ways to contain volatile gas
and electricity prices that
have shrunk household bud-
gets and forced some busi-
nesses to shut down.

Uncertaintiesinclude not
only the weather but how
responsive people will be to

appeals to turn down their
heating and how much
demand there will be from
Asian economies for scarce
energy supplies. And the war
afewhourseastisa cauldron
of possible unpleasant sur-
prises that could cut energy
supplies needed for electric-
ity, heating and factory work
and send prices sharply high-
er. Persistent unknowns are
leaving energy-intensive busi-
nesses jittery. They are appeal-
ing to governments to help
them and their customers
weather the energy storm so

that disruptions in supplies
of everything fromglass to plas-
tics to clean hospital sheets
do not cascade through the
economy.

“We mustremember that
wearestillina tensesituation
— an economic war between
the European Union and Rus-
sia in which Russia has
weaponized energy supplies,”
said Agata Loskot-Strachota,
an energy policy expert at
the Center for Eastern Stud-
ies in Warsaw, Poland.

The good news is natural
gas prices on Europe's TTF

benchmark fell on Monday
below 100 euros (dollars) per
megawatt-hour for the first
time since June, a 70% drop
from late August highs of
nearly 350 euros per megawatt-
hour. Electricity prices also fell.
While analysts say lower gas
prices are allowing European
fertilizer producerstorestart
operations, there’s no sense
of relief for business owners
like Sven Paar. His commer-
cial laundry in the German
town of Wallduern will use
around 30,000 euros worth of
natural gas thisyeartorun 12
heavy-duty machines that
canwash eight tons of hospital
and hotel bedsheets and
restaurant tablecloths each day.
His local utility says the bill
isrisingto 165,000 euros next
year. On top of that, Paar
says he's unsettled by a lack
ofclarity from the German gov-
emment on whether laundries
like his would be considered
essential to the economyand
spared cutbacks in case of
state-imposed rationing.
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