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Fuel oil spreads improving on expectations that Saudi Arabia increases fuel oil consumption while Iranian crude 
oil exports fall  

-35

-30

-25

-20

-15

-10

-5

0

5

10
3-Jan-05

1-Jun-05

28-O
ct-05

28-M
ar-06

24-Aug-06

25-Jan-07

27-Jun-07

23-N
ov-07

30-Apr-08

29-Sep-08

27-Feb-09

27-Jul-09

21-D
ec-09

25-M
ay-10

20-O
ct-10

16-M
ar-11

17-Aug-11

13-Jan-12

FO-Dub RHS

Japan earthquake

Saudi & Iran effect

Source: Thomson Reuters, Bloomberg 
 

 

Key data points to watch 

Particulars Current Apr’12 Mar’12 Apr’11

Brent Oil price (USD/bbl) ▼                                                      107.6 120.8 125.1 123.3
Singapore Reuters Complex Refining Margin (USD/bbl) ▼      7.1 7.84 5.71 8.41
Arab Light – Arab Heavy (USD/bbl) ▼                                      3.3 3.50 2.40 4.54
Brent-Dubai (USD/bbl) ▲ 5.1 3.10 2.86 7.71
Gasoline – Dubai crude oil spread (USD/bbl) ▼                       11.0 18.54 15.13 15.33
Diesel – Dubai crude oil spread (USD/bbl) ▲                           15.5 13.08 11.62 19.91
PE – Naphtha (USD/tonne) ▲ 385 346 344
PP – Naphtha (USD/tonne) ▲ 425 361 584
PSF – Naphtha (USD/tonne) ▼ 525 527 989
Rig Count▼ 3,298 3,663 3,103

Particulars (March) Mar’12 Feb’12 Mar’11

India domestic petrol sales (kbpd) ▲ 388 359 348
India domestic diesel sales (kbpd)) ▲ 1,465 1,423 1,328
India crude oil production (kbpd) ▲ 761 757 784
India natural gas production (mmscmd) ~ 124 124 138

Source: Bloomberg, MoPNG, Thomson Reuters, HSBC estimates 
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India Petroleum Insight 

May 2012 – Further distortion in fuel pricing 

 Petrol price hike of INR7.60/litre is not only higher than the 
current loss but makes it c80% costlier than diesel in India  

 Petrochemical margins have inched up despite weak global 
sentiment  

 Fuel oil spreads have inched higher partly on the 
assumption that Saudi will use fuel oil internally and supply 
higher quantity of crude to offset lower Iranian exports  
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Crude oil trend 
Key crude oil prices (USD/bbl) 
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NYMEX WTI crude oil price and forward curve (USD/bbl) at different times 
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Oil price indicators 

Bullish ▲ Bearish ▼ 

US approved a new set of economic sanctions on Iran Greece will hold new elections after politicians failed to form a 
government following elections earlier this month, prolonging political 
uncertainty 

Japan’s 1Q GDP-prelim rose 1.0% q-o-q (Prior: 0.0%) - Japan’s March 
Industrial production-final rose 14.2% y-o-y (Prior: 13.9%) 

US Crude inventories rose yet again in the eighth straight week by 
2.1mmbbl, in line with consensus on increased stockpiles in Cushing 
and Oklahama. Imports were down by 86mbbl/d while production was 
slightly up by 13mbbl/d (+8.8% y-o-y on a 4W average) 

Libya is nearing its pre-conflict production of 1.6mmbbl/d but the new 
leadership struggles to impose order in the country. Increasing insecurity 
and disruptions delaying foreign expertise and investment as well as 
threatening oil output 

China’s apparent middle distillate demand for April was down 0.3% y-
o-y. China’s gasoline demand shows a 6.8% y-o-y decline after 
adjusting for changes in refining inventory. 

Source: HSBC, Thomson Reuters, Upstreamonline 
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OPEC surplus capacity 
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Source: Bloomberg. Note: Calculation of OPEC surplus capacity from Feb’11 excludes Libya 
 

 
  

Brent price(USD/bbl) and dollar index continue to have 
negative correlation 

 Net long combined non-commercial positions in crude oil 
slowly inched down  
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US total crude oil inventory (mn bbl) at all time peak   US total product demand (mbpd) rises but still below 2011 

levels  
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Refining margins 
Reuters Singapore Complex GRM (USD/bbl) (Dubai cracking) 
below FY12 levels 

 Arab Light – Arab Heavy (USD/bbl) below FY12 levels 
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Petrol – Dubai crack spread (USD/bbl) declining a bit  Diesel – Dubai crack spread (USD/bbl) below FY12 levels 
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Global throughputs growth expected to grow at a lower rate 
due to weak demand 

 Global refining throughput expected to rise in July 
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Product demand – India, China & US 
INDIA domestic petrol sales (kbpd) rises 11.5% y-o-y as 
inventory levels were high on expectations of price hike 

 INDIA domestic diesel sales (kbpd) rise 10.3% y-o-y as diesel 
continues to remain cheaper fuel compared to others 
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Source: MoPNG, HSBC estimates  Source: MoPNG, HSBC estimates 
   

 
CHINA domestic petrol demand (kbpd) growth was up 
6.4% y-o- but after adjusting for refining inventory was down 
6.8%yoy 

 CHINA domestic diesel demand (kbpd) growth was flat 
0.3% y-o-y for April’12 
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US total motor gasoline demand rises sharply but still below 
2011  

 US total distillate demand (kbpd) continues to show high 
volatility 
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International petrochemical margins 
Polyethylene – Naphtha (USD/tonne) remains weak  RIL (derived) selling price vs international price and spread 
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Polypropylene – Naphtha (USD/tonne) below FY12 levels and 
5 year average 

 RIL (derived) selling price vs international price and spread 
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PSF – Naphtha (USD/tonne stable but  below FY12 levels  RIL (derived) selling price vs. international price and spread 
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Indian petrochemical margins 
PE – Naphtha (INR/kg)   PP – Naphtha (INR/kg) 
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MEG – Naphtha (INR/kg)  PTA – Naphtha (INR/kg) 
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PSF – Naphtha (INR/kg)  POY – Naphtha (INR/kg) 
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Petrochemical capacity & demand 
Ethylene global demand supply (mn metric tonnes)  Ethylene domestic demand (mn metric tonnes) 

0

50

100

150

200

2005 2007 2009 2011e 2013e 2015e

78%

80%

82%

84%

86%

88%

90%

92%

Capacity Demand Utilisation (%) -RHS
 

 

0

5

10

15

20

2005 2006 2007 2008 2009 2010e 2011e

India China
 

Source: CMAI, HSBC estimates  Source: CMAI, HSBC estimates 
   

 
Polyethylene global demand supply (mn metric tonnes)  Polyethylene domestic demand (mn metric tonnes) 

0

20

40

60

80

100

120

2005 2007 2009 2011e 2013e 2015e

74%

76%
78%

80%
82%
84%

86%
88%

90%

Capacity Demand Utilisation (%) -RHS
 

 

0

5

10

15

20

2005 2006 2007 2008 2009 2010e 2011e

India China
 

Source: CMAI, HSBC estimates  Source: CMAI, HSBC estimates 
   

 
Polypropylene global demand supply (mn metric tonnes)  Polypropylene domestic demand (mn metric tonnes) 
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India under-recovery & inflation 
 
Sensitivity of crude price and exchange rate to under-recovery for FY13 (INR bn) 

 ______________________________ Brent price (USD/bbl) _______________________________
INR/USD exchange rate 80 90 100 110 120 

48 184 313 665 1,017 1,367 
50 209 446 813 1,179 1,546 
52 235 579 960 1,341 1,723 
54 316 712 1,108 1,504 1,900 
56 435 845 1,255 1,666 2,099 

Source: HSBC estimates. Note: retail price increase will reduce the under-recovery.  Note: When there is no under-recovery on either  petrol  or diesel, we ignore the profit made on the two products 

 
        
Price increase required for NIL under-recovery (based on crude oil price of USD107.6bbl and INR/USD56 exchange rate) 

Petroleum products Units Under-recovery Price increase Price increase in % 

Diesel INR/litre 11.79 13.3 32% 
Petrol INR/litre -3.23 -3.90 -5% 
LPG INR/cylinder 318 318 80% 
kerosene INR/litre 30.0 31.0 200% 

Source: HSBC estimates. Price increase based on Delhi taxes 
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India Index of Industrial production in negative territory again  India Composite PMI stays stable m-o-m 
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US economic indicators 
US GDP growth slightly rises over previous quarter   US ISM Manufacturing index improves m-o-m  
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US unemployment rate slightly falls m-o-m at 8.1%  US industrial production slightly improves 
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US CPI urban consumers declines m-o-m  US Leading economic indicators index declines m-o-m  
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