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Executive Summary
As world leaders discuss the fight against climate change, global oil demand has bounced back above the
key level of 100 million barrels a day last seen before the Covid-19 pandemic, according to BP and the
next year demand will be above pre-covid levels.
During the week of 18 to 24 October 2021, the global number of new cases increased slightly (4%)
compared to that of the previous week, with just over 2.9 million new cases. The European Region
accounted for more than half (57%) of global new weekly cases and was the only region which reported
an increase. Other regions reported declines in the number of new cases. The largest decrease in new
cases was again reported from the African Region (21%), followed by the Western Pacific Region (17%).
Vaccination rates vary substantially around the world, limiting the ability of some countries to fully reopen
and increasing tensions in global trade and supply chains. By country/region, the U.S. and China stand
out, with the two countries accounting for 47.5% of the total. The number of vaccinations is also increasing
in European countries.
Figure: - Fully vaccinated by country or region

The global economic recovery is continuing, even as the pandemic continues to show its effect. Policy
choices have become more difficult, confronting multidimensional challenges—subdued employment
growth, rising inflation, food insecurity, the setback to human capital accumulation, and climate change.
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The global economy is projected to grow 5.9 percent in 2021 and 4.9 percent in 2022
o

o

The downward revision for 2021 reflects a downgrade for advanced economies in part
due to supply disruptions and for low-income developing countries, largely due to
worsening pandemic dynamics.
This is partially offset by stronger near-term prospects among some commodity-exporting
emerging market and developing economies. Employment is generally expected to
continue lagging the recovery in output.

Inflation has increased markedly in the United States and some emerging market economies. As
restrictions are relaxed, demand has accelerated, but supply has been slower to respond. These increases
in inflation are occurring even as employment is below pre-pandemic levels in many economies.
IMF proposal lays out concrete, cost-effective steps to vaccinate at least 40 percent of the population in
every country by the end of 2021 and 70 percent by mid-2022.
Figure: - Drivers of Global growth

As of 26 October 2021, India reported a total of 3,42,02,202 confirmed cases. In the past 24 hours, 12,428
confirmed cases have been reported, this is lowest cases on a single day after the second wave. Top five
states, namely, Maharashtra, Kerala, Karnataka, Tamil Nadu, and Andhra Pradesh contribute 56% of total
cases.
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India reached the milestone of one billion Covid vaccines in last week of October 2021. Nearly 31 per cent
of the adult population is now reportedly fully vaccinated while 75 per cent has received their first dose.
As of 27 October 2021, India has tested more than 586 million samples. Tests include both, RTPCR and
Rapid Antigen. India’s current test positivity rate (7DMA) is 1.23%. In India, the latest vaccination rate
is 6,006,999 doses per day, on average. At this pace, it will take another 5 months to cover 75% of the
population.
•

•

•

While the near-term prospects are bolstered by the lower base of last year, the outlook is
contingent on the evolving COVID-19 trajectory. Taking into account the Q1 growth of 20.1 per
cent, baseline assumptions, survey indicators, and model forecasts, real GDP growth is projected
at 9.5 per cent in 2021- 22 –7.9 per cent in Q2, 6.8 per cent in Q3, and 6.1 per cent in Q4 – with
risks evenly balanced around this baseline path.
Stronger-than-expected pent-up demand amidst a faster pace of vaccination and mild variants of
the virus, and government’s focus on infrastructure investment and asset monetization and
reform measures provide an upside to the baseline growth path.
On the contrary, new and more contagious variants of the virus, elevated levels of crude oil and
commodity prices, more persistent pandemic-related domestic as well as global supply
bottlenecks and global financial market volatility pose downside risks to the baseline growth path.
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Inflation eased to 4.3% in September from August’s 5.3%. September's result represented the weakest
inflation rate since April. Accordingly, the trend pointed down mildly, with annual average inflation
coming in at 5.5% in September (August: 5.7%).

Source: Ministry of Commerce and Industry
At its monetary policy meeting ending on 8 October, the Reserve Bank of India (RBI) kept its policy rates
unchanged, which met market expectations. The RBI left the reverse repurchase rate, the repurchase rate
and the marginal standing facility rate at 3.35%, 4.00% and 4.25%, respectively.
According to the Reserve Bank’s industrial outlook survey, the manufacturing sector’s sentiments
rebounded in Q2:2020-21, with the business assessment index improving to 116.7 in Q2:2021-22 from
89.7 in Q1:2021-22. The manufacturing purchasing managers’ index (PMI) remained in expansion zone at
53.7 in September, driven by strengthening demand conditions. Consumer non-durables, surpassed the
pre-COVID levels during June and remained strong in Q2, while infrastructure and primary goods, steel,
and cement made progress towards normalisation in June and surpassed pre-pandemic level in Q2. In
August and September, the PMI services re-entered the expansion zone reversing the second wave
induced contraction of May-July. The PMI composite output index rose to 55.3 in September from 49.2 in
July.
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Unemployment rose and labour force participation fell in Q1:2021-22 under the pressure of the second
wave, but the impact was muted compared to the first wave. According to the Centre for Monitoring
Indian Economy (CMIE), there was a deep hit to labour markets in mid-May at the peak of the second
wave. Employment recovered swiftly in June-July and strengthened in September. In September, labour
participation further rose with the phased opening up of the economy leading to rising demand for labour.
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Crude oil benchmarks hit 2-year-high in October and continued the upward trajectory after witnessing a
sudden drop in August. Expectation of crude oil demand outstripping the supply has sent the crude prices
to a new high since October 2018. Bolstered by the vaccination rollouts and economies reopening in the
US, Europe and China, crude oil demand is showing a strong demand recovery. The surge in prices has
swept through the entire global energy chain, fuelled by robust economic growth as the world emerges
from the pandemic. Record coal and gas prices as well as rolling black-outs are prompting the power
sector and energy-intensive industries to turn to oil to keep the lights on and operations humming. There
was a minor fall in benchmarks due to the prospect of lifting sanctions from Iran, however it short-lived.
Figure: Benchmark price of Brent, WTI and Dubai crude
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Figure: Crude oil price in October 2021
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The Asian gasoline 92 crack spread lost some ground, affected by a downturn in volume requirements
from outside the region, despite firm domestic demand, with weakness in European and US gasoline
markets filtering through Asia. The Singapore gasoline crack spread against Oman in September averaged
$9.48/b, down by 9¢ m-o-m but up by $5.27 y-o-y. Asia naphtha crack spreads recovered from the sharp
loss witnessed in the previous month, supported by healthy demand from the petrochemical sector
although the arbitrage to the west was mostly closed during the month.

100.0%

MoM % change in cracks spread

80.0%
60.0%
40.0%

42.2%

36.5%

32.5%

Jet/Kerosene

Gasoil/Diesel

20.0%
0.0%
-20.0%

-8.4%
Gasoline

Fuel oil

The Singapore naphtha crack spread against Oman averaged $2.58/b, having increased by 94ȼ m-o-m, and
84ȼ y-o-y. In the middle of the barrel, jet/kerosene crack spreads in Asia strengthened, supported by lower
supplies from China amid firm regional requirements for domestic air travel, mainly in China. Firmer
demand from the faster-recovering aviation sector in the West could provide some support to the regional
jet fuel market, amid expected improvements towards the end of the year, as the vaccinated share of the
population grows and seasonal heating demand for kerosene picks up.
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Economy in Focus
1. A snapshot of the global economy: Recovery catches, fueled by vaccinations
During the week of 18 to 24 October 2021, the global number of new cases increased slightly (4%)
compared to that of the previous week, with just over 2.9 million new cases. The European Region
accounted for more than half (57%) of global new weekly cases and was the only region which reported
an increase. Other regions reported declines in the number of new cases. The largest decrease in new
cases was again reported from the African Region (21%), followed by the Western Pacific Region (17%).
The number of new deaths also increased slightly by 5% during the past week, with over 49 000 new
deaths reported. Increases were reported in the European (14%) and South-East Asia (13%) regions;
whereas the largest declines were observed in the Western Pacific (16%), Eastern Mediterranean (13%)
and the African (11%) regions. As of 24 October, over 243 million confirmed cases and over 4.9 million
deaths have been reported since the start of the pandemic.

Source: WHO
Global Vaccinations Status: More than 6.94 billion doses i.e., around 45.2% of the global population have been administered
across 184 countries, according to data collected by Bloomberg. The latest rate was roughly 28.3
million doses a day.
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Source: Bloomberg
Vaccination rates vary substantially around the world, limiting the ability of some countries to fully reopen
and increasing tensions in global trade and supply chains. By country/region, the U.S. and China stand
out, with the two countries accounting for 47.5% of the total. The number of vaccinations is also increasing
in European countries.
Figure: - Fully vaccinated by country or region
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Global economic development: The global economic recovery is continuing, even as the pandemic resurges. Vaccine access and early
policy support are the principal drivers of the gaps. Rapid spread of Delta and the threat of new variants
have increased uncertainty about how quickly the pandemic can be overcome. Policy choices have
become more difficult, confronting multidimensional challenges—subdued employment growth, rising
inflation, food insecurity, the setback to human capital accumulation, and climate change.
•

•

•

•

•
•

The global economy is projected to grow 5.9 percent in 2021 and 4.9 percent in 2022
o The downward revision for 2021 reflects a downgrade for advanced economies in part
due to supply disruptions and for low-income developing countries, largely due to
worsening pandemic dynamics.
o This is partially offset by stronger near-term prospects among some commodity-exporting
emerging market and developing economies. Employment is generally expected to
continue lagging the recovery in output.
Beyond 2022 global growth is projected to moderate to about 3.3 % over the medium term.
o Advanced economy output is forecast to exceed pre-pandemic medium-term
projections—largely reflecting sizable anticipated further policy support in the United
States that includes measures to increase potential.
o By contrast, persistent output losses are anticipated for the emerging market and
developing economy group due to slower vaccine rollouts and generally less policy
support compared to advanced economies
Vaccine access remains the principal driver of fault lines in the global recovery, reinforced by the
resurgence of the pandemic.
o Many advanced economies have seen remarkable progress in vaccinations since the April
2021 WEO. By contrast, most emerging market and developing economies have had a
much slower rollout, hampered by lack of supply and export restrictions
o About 58 % of the population in advanced economies has been fully vaccinated
o By contrast, the rest of the world has starkly lower shares of population that are fully
vaccinated against COVID-19, at about 36 % in emerging market economies and less than
5 % in low-income developing countries. In these economies, vaccine supply and
distribution remain the primary constraints.
Inflation has increased markedly in the United States and some emerging market economies. As
restrictions are relaxed, demand has accelerated, but supply has been slower to respond. These
increases in inflation are occurring even as employment is below pre-pandemic levels in many
economies.
Multilateral efforts to speed up global vaccine access, provide liquidity and debt relief to
constrained economies, and mitigate and adapt to climate change remain essential.
IMF proposal lays out concrete, cost-effective steps to vaccinate at least 40 percent of the
population in every country by the end of 2021 and 70 percent by mid-2022.
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•

The IMF’s recent General Allocation of Special Drawing Rights, equivalent to $650 billion, provided
much-needed international liquidity.
Figure: - Drivers of Global growth

Growth forecasts
•

Advanced economies:
According to IMF estimates, growth prospects for 2021 are revised down compared to the July
forecast, largely reflecting downgrades to the United States (due to large inventory drawdowns
in the second quarter, in part reflecting supply disruptions, and softening consumption in the third
quarter); Germany (in part because of shortages of key inputs weighing on manufacturing output);
and Japan (reflecting the effect of the fourth State of Emergency from July to September as
infections hit a record level in the current wave).
The US outlook incorporates the infrastructure bill recently passed by the Senate and anticipated
legislation to strengthen the social safety net, equivalent to about $4 trillion in spending over the
next 10 years. The baseline also includes expected Next Generation European Union (EU) grants
and loans for EU economies. Across advanced economies, an anticipated stronger rebound in the
first half of next year, as vaccination proceeds, yields an upward revision to the growth forecast
for 2022.
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•

Emerging market and developing economies:
China’s prospects for 2021 are marked down slightly due to stronger-than-anticipated scaling back
of public investment. Outside of China and India, emerging and developing Asia is downgraded
slightly as the pandemic has picked up. Growth forecasts in other regions have been revised up
slightly for 2021. The revisions in part reflect improved assessments for some commodity
exporters outweighing drags from pandemic developments (Latin America and the Caribbean,
Middle East and Central Asia, sub-Saharan Africa). Elsewhere, stronger-than-anticipated domestic
demand in key regional economies further lifts the 2021 forecast (emerging and developing
Europe).

•

Low-income developing economies:
The growth forecast for the low-income developing country group is marked down 0.6 % point
relative to July, with the continuing slow rollout of vaccines as the main factor weighing on the
recovery. IMF staff analysis indicates that low-income developing countries will require close to
$200 billion in spending to combat the pandemic and $250 billion to regain the convergence paths
they were on prior to the pandemic. Labor market prospects for low-skilled workers and youth
continue to be relatively bleak compared to other demographic groups, pointing to increasing
inequality and higher vulnerability to incomes falling below extreme poverty thresholds within
countries in this group. About 65–75 million additional people are estimated to be in extreme
poverty in 2021 compared to pre-pandemic projections.

Global inflation
Headline inflation rates have increased rapidly in the United States and in some emerging market and
developing economies. In most cases, rising inflation reflects pandemic-related supply-demand
mismatches and higher commodity prices compared to their low base from a year ago. In some emerging
market and developing economies, price pressures are expected to persist because of elevated food
prices, lagged effects of higher oil prices, and exchange rate depreciation lifting the prices of imported
goods.
•

•

•
•

Energy prices soared in the third quarter of 2021 and are expected to remain elevated in 2022,
adding to global inflationary pressures and potentially shifting economic growth to energyexporting countries from energy-importing ones.
The World Bank’s latest Commodity Markets Outlook forecasts that energy prices—expected to
average more than 80 percent higher in 2021 compared to last year—will remain at high levels in
2022 but will start to decline in the second half of the year as supply constraints ease.
Non-energy prices, including agriculture and metals, are projected to decrease in 2022, following
strong gains this year.
Crude oil prices (an average of Brent, WTI, and Dubai) are expected to average $70 in 2021, an
increase of 70 percent. They are projected to be $74 a barrel in 2022 as oil demand strengthens
and reaches pre-pandemic levels.
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•
•
•
•
•

Natural gas prices rose by 69 percent in 2021Q3, and coal prices increased 44 percent, with some
price benchmarks for both commodities reaching all-time highs.
Following a projected 22 percent increase in 2021, agricultural prices are expected to decline
modestly next year as supply conditions improve and energy prices stabilize.
As global growth softens and supply disruptions are resolved, metal prices are forecast to fall 5
percent in 2022, after rising by an estimated 48 percent in 2021.
The events of this year have highlighted how changing weather patterns due to climate change
are a growing risk to energy markets, affecting both demand and supply.
Thus, higher food prices, along with the recent spike in energy costs, are pushing food-price
inflation up and raising food-security concerns in several developing economies.

Source: - Bloomberg; IEA; OPEC
Global Employment
According to the International Labour Organization, the decline in hours worked was equivalent to 255
million full-time jobs lost. But the pace is uneven across economies and workers. Employment around the
world remains below its pre-pandemic levels, reflecting a mix of negative output gaps, worker fears of onthe-job infection in contact-intensive occupations, childcare constraints, labor demand changes as
automation picks up in some sectors, replacement income through furlough schemes or unemployment
benefits helping to cushion income losses, and frictions in job searches and matching.
Emerging market and developing economies have been hit harder than advanced economies, on average.
Developments have been highly unequal across worker groups, with youth and lower-skilled workers still
more impacted. Youth participation rates are more than 6 percent lower as of early 2021 in both advanced
and emerging market economies. Further, ILO average suggests that Latin America and the Caribbean and
South Asia were among the regions where declines in working hours in 2020 were particularly large.
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Source: - International Labor Organization; Organization for Economic Co-operation and Development;
and IMF staff calculations
Global Industry parameters- PMI
•

•

High-frequency activity indicators, such as the industrial production and retail and recreation
mobility, suggest global activity continued to strengthen in recent months, helped by
improvements in Europe and a marked rebound in both India and Latin America.
Among the South-East Asian economies, recovery remains slow-paced with renewed waves of
contagious strains of COVID-19 amidst lagged inoculation rates. Stringent containment measures
have resulted in deterioration of business conditions, pushing manufacturing PMI for all major
ASEAN economies into contraction territory in August, for the first time since May 2020. The PMI
manufacturing for the ASEAN region was at the neutral level of 50 in September.
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Source: OECD and Bloomberg
•
•

•

•

•

The global composite PMI has moderated within the expansion zone, hitting a 7-month low in
August, before rising marginally in September with PMI manufacturing remaining flat
The Japanese economy picked up in Q2 at a pace higher than expected, but in Q3, however, the
country is less likely to maintain this momentum as the upsurge in cases of more virulent strains
pushed the economy into its fourth state of emergency in early July which was extended till
September. The composite PMI remained in contraction zone up to September, reflecting a sharp
deterioration in business activity in the services sector.
In the UK, with increasing caseload intensifying the risk of another round of lockdown restrictions,
the pace of recovery slowed in Q3. The composite PMI eased for the fourth consecutive month in
September as output growth in both manufacturing and services weakened amidst stringent
supply constraints.
The Chinese economy expanded by 7.9 per cent (y-o-y) in Q2. Successful containment of several
sporadic virus outbreaks together with sustained policy measures kept exports and manufacturing
activity well supported, thus powering a steady recovery. In September, manufacturing PMI had
the neutral reading of 50, i.e., neither expansion nor contraction. The deterioration in real estate,
rising input costs, regulatory crackdown on corporates in recent months and growing power
outages are the major headwinds.
The Russian economy remained resilient with GDP having reached its pre-pandemic level in
Q2:2021. A sustained recovery in consumer spending and investment demand supported the
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uptrend, while elevated commodity prices and the gradual recovery of oil output lent further
support. Some slowing of momentum is evident in Q3 as a third wave of infections since end-June
impacted both domestic and foreign demand conditions leading to a decline in production and
slowdown in new order growth. The manufacturing PMI is back into the contraction zone since
June, while the composite PMI recorded its first contraction since December 2020 in August but
was back in expansion zone in September.
2. IMF lowers Asia economy growth forecast to 6.5%
The International Monetary Fund (IMF) has revised down its 2021 economic growth forecast for Asia to
6.5 per cent, down by 1.1 percentage points from its April projection, according to a newly released
regional economic outlook. "The resurgence of the pandemic, amid initially low vaccination rates, slowed
the recovery in the Asia-Pacific region, especially in emerging market and developing economies," Chang
Yong Rhee, director of the IMF's Asia and Pacific Department was quoted as saying by Xinhua news agency.
Noting that the Asia-Pacific remains the fastest growing region in the world, Rhee said as vaccination rates
accelerate, the region is expected to grow by 4.9 per cent in 2022, 0.4 percentage points faster than
projected in April. For advanced economies, the latest IMF forecast is broadly unchanged for 2021 with
upgrades in South Korea and New Zealand and downgrades in Japan and Australia, according to the
report. Most of the downgrades in the region come from emerging market and low-income countries, led
by India and the Association of Southeast Asian Nations. China is projected to grow by 8.0 per cent in
2021, down by 0.4 percentage point from the April projection, according to the report. India is projected
to grow by 9.5 per cent after a sharp decline in 2020. While the pandemic surge earlier this year had a
large adverse impact on growth, the subsequent rebound in activity has gained strength, it said. The
ASEAN-5 countries (Indonesia, Malaysia, the Philippines, Singapore, Thailand), are still facing "severe
challenges" from a resurgent virus and weakness in contact-intensive sectors.
3. Low-Income Country Debt Rises to Record $860 Billion in 2020: - World Bank
Governments around the world responded to the COVID-19 pandemic with massive fiscal, monetary, and
financial stimulus packages. While these measures were aimed at addressing the health emergency,
cushioning the impact of the pandemic on the poor and vulnerable and putting countries on a path to
recovery, the resulting debt burden of the world’s low-income countries rose 12% to a record $860 billion
in 2020, according to a new World Bank report.
Even prior to the pandemic, many low- and middle-income countries were in a vulnerable position, with
slowing economic growth and public and external debt at elevated levels. External debt stocks of low- and
middle-income countries combined rose 5.3% in 2020 to $8.7 trillion. According to the new International
Debt Statistics 2022 report, an encompassing approach to managing debt is needed to help low- and
middle-income countries assess and curtail risks and achieve sustainable debt levels.
“We need a comprehensive approach to the debt problem, including debt reduction, swifter restructuring
and improved transparency,” said World Bank Group President David Malpass. “Sustainable debt levels
are vital for economic recovery and poverty reduction.”
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The deterioration in debt indicators was widespread and impacted countries in all regions. Across all lowand middle-income countries, the rise in external indebtedness outpaced Gross National Income (GNI)
and export growth. Low- and middle-income countries’ external debt-to-GNI ratio (excluding China) rose
to 42% in 2020 from 37% in 2019 while their debt-to-export ratio increased to 154% in 2020 from 126%
in 2019.
In response to the unprecedented challenges posed by the pandemic and at the urging of the World Bank
Group and the International Monetary Fund, in April 2020, the G20 launched the Debt Service Suspension
Initiative (DSSI) to provide temporary liquidity support for low-income countries. The G-20 countries
agreed to extend the deferral period through the end of 2021. In November 2020, the G20 agreed on a
Common Framework for Debt Treatments beyond the DSSI, an initiative to restructure unsustainable debt
situations and protracted financing gaps in DSSI-eligible countries.
Overall, in 2020, net inflows from multilateral creditors to low- and middle-income countries rose to $117
billion, the highest level in a decade. Net debt inflows of external public debt to low-income countries
rose 25% to $71 billion, also the highest level in a decade. Multilateral creditors, including the IMF,
provided $42 billion in net inflows while bilateral creditors accounted for an additional $10 billion.
Greater debt transparency is critical in addressing the risks posed by rising debt in many developing
countries. To facilitate transparency, International Debt Statistics 2022 was expanded to provide more
detailed and disaggregated data on external debt than ever before. The data now gives the breakdown of
a borrowing country’s external debt stock to show the amount owed to each official and private creditor,
the currency composition of this debt, and the terms on which loans were extended. For DSSI-eligible
countries the dataset was expanded to include the debt service deferred in 2020 by each bilateral creditor
and the projected month-by-month debt-service payments owed to them through 2021. The World Bank
will also publish soon a new Debt Transparency in Developing Economies report that takes stock of debt
transparency challenges in low-income countries and lays out a detailed list of recommendations to
address them.
4. Global investment flows rebound in first half of 2021; recovery highly uneven: UNCTAD
Global foreign direct investment (FDI) flows in the first half of 2021 reached an estimated $852 billion,
showing stronger than expected rebound momentum, according to UNCTAD’s Investment Trends
Monitor. The increase in the first two quarters recovered more than 70% of the loss induced by the COVID19 pandemic in 2020.
“The rapid FDI recovery and the optimistic outlook mask the growing divergence in FDI flows between
developed and developing economies, as well as the lag in a broad-based recovery of the greenfield
investment in productive capacity. Furthermore, uncertainties remain abundant,” said James Zhan,
UNCTAD's director of investment and enterprise.
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Figure: Uneven FDI rebound
(Quarterly growth rates 2021 H1 vs. 2020 for FDI, first three quarters for projects)

Source: UNCTAD
Developed economies record biggest rise
Developed economies saw the biggest rise, with FDI reaching an estimated $424 billion in the first half of
2021 – more than three times the exceptionally low level in 2020.
In Europe, although the bulk of growth was due to reversals in countries with significant conduit
movements, several large economies saw sizeable increases, on average remaining only 5% below prepandemic quarterly levels.
Inflows in the United States were up by 90%, driven entirely by a surge in cross-border mergers and
acquisitions. FDI flows in developing economies also increased significantly, totaling $427 billion in the
first half of 2021, with a growth acceleration in East and South-East Asia (+25%), a recovery to near prepandemic levels in Central and South America, and upticks in several other economies across Africa and
West and Central Asia.
Of the total “recovery increase” in global FDI flows in the first half of 2021 of $373 billion, 75% was
recorded in developed economies.
High-income countries more than doubled quarterly FDI inflows from rock bottom 2020 levels, middleincome economies saw a 30% increase, and low-income economies a further 9% decline.
Global outlook better than projected
The global FDI outlook for the full year has improved from earlier projections. The underlying trend – net
of conduit flows, one-off transactions and intra-firm financial flows – will be more muted than the rebound
growth rates of the first half of 2021.
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However, the current momentum and the growth of international project finance are likely to bring FDI
flows back beyond pre-pandemic levels.
The duration of the health crisis and the pace of vaccinations, especially in developing countries, as well
as the speed of implementation of infrastructure investment stimulus, remain important factors of
uncertainty.
Other important risk factors, including labour and supply chain bottlenecks, energy prices and inflationary
pressures, will also affect final year results.
5. UK energy sector makes net zero commitment
The UK energy sector is committing to investing in and delivering a net zero power system in the 2030s.
The sector, which has led the way in reducing the UK’s carbon emissions, made its pledge in a new report
“Towards Net Zero emissions: the energy industry’s commitment to the climate, customers and jobs”.
Energy UK’s members state their commitment to continuing the transformation towards a system
powered by clean energy, while keeping bills down for customers and maintaining security of supply.
In order to achieve this aim, the industry believes that there should be no further investment in new,
unabated gas generation without clear plans to access carbon capture and storage technologies or use
low or zero carbon gas, said the report.
The report also stated that keeping pace with this ambition will depend on Government action and policies
to deliver on the most ambitious emissions reduction targets of any major economy, from ensuring costs
are spread fairly across the population to unlocking the billions of pounds investment needed to fund this
transformation.
“Massively increasing the supply of low carbon electricity and growing the supply of hydrogen will be
crucial to delivering net zero by enabling other sectors to follow the energy industry’s lead through
decarbonizing our homes, our transport system, industry and the wider economy,” stated Energy UK.
It added that the current turbulence in the energy market underlines the need to reduce our dependence
on imported gas and move to a system powered by a diverse range of low carbon generation, storage and
other technologies with renewables providing the lion’s share.
In order to help deliver on this commitment, the energy industry is calling for: a new Energy Bill, given the
scale of action required across policy and regulation; market frameworks to support low carbon
technologies like annual Contracts for Difference auctions; linking the UK Emission Trading System (ETS)
to the EU ETS; final investment decisions on new nuclear; a reduction in planning and infrastructure
barriers; and comprehensive system and market reform.
Energy UK chief executive Emma Pinchbeck said: “The current challenges facing the energy sector, and
the wider economy, only emphasize the need to accelerate our journey to a future where we won’t be at
the mercy of volatile fossil fuel prices.
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“As this report shows, the energy sector is fully committed to meeting that challenge. Over the last few
years, the industry has shown that with the right policies in place, change can happen quicker - and at less
cost - than anyone thought possible.”
6. India
As of 26 October 2021, India reported a total of 3,42,02,202 confirmed cases. In the past 24 hours, 12,428
confirmed cases have been reported, this is lowest cases on a single day after the second wave. Top five
states, namely, Maharashtra, Kerala, Karnataka, Tamil Nadu, and Andhra Pradesh contribute 56% of total
cases.

Source: WHO
Vaccinations Status: •
•
•
•
•

India reached the milestone of one billion Covid vaccines in last week of October 2021.
India has administered the second-highest number of doses in the world, next only to China,
which is said to have given over 2.2 billion doses to its citizens.
Nearly 31 per cent of the adult population is now reportedly fully vaccinated while 75 per cent
has received their first dose.
As of 27 October 2021, India has tested more than 586 million samples. Tests include both, RTPCR
and Rapid Antigen. India’s current test positivity rate (7DMA) is 1.23%.
In India, the latest vaccination rate is 6,006,999 doses per day, on average. At this pace, it will take
another 5 months to cover 75% of the population.
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India’s GDP growth assessment
•

•

•

•
•

While the near-term prospects are bolstered by the lower base of last year, the outlook is
contingent on the evolving COVID-19 trajectory. Taking into account the Q1 growth of 20.1 per
cent, baseline assumptions, survey indicators, and model forecasts, real GDP growth is projected
at 9.5 per cent in 2021- 22 –7.9 per cent in Q2, 6.8 per cent in Q3, and 6.1 per cent in Q4 – with
risks evenly balanced around this baseline path.
Stronger-than-expected pent-up demand amidst a faster pace of vaccination and mild variants of
the virus, and government’s focus on infrastructure investment and asset monetization and
reform measures provide an upside to the baseline growth path.
On the contrary, new and more contagious variants of the virus, elevated levels of crude oil and
commodity prices, more persistent pandemic-related domestic as well as global supply
bottlenecks and global financial market volatility pose downside risks to the baseline growth path.

Looking ahead, prospects for the agricultural sector and rural demand look promising, supported
by the late revival in kharif sowing.
Urban demand is also likely to accelerate with the release of pent-up demand, aided by the
significant expansion in the pace of vaccination since July and improving consumer confidence –
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•

as of October 6, 2021, nearly 27 per cent of India’s adult population has been fully vaccinated,
while 71 per cent has received one dose. This augurs well for the sustenance of contact-intensive
activities and consumption demand.
Sentiments in the manufacturing sector for the quarter ahead strengthened further in the JulySeptember 2021 round of the Reserve Bank’s industrial outlook survey, reflecting optimism on
production, order books, capacity utilization, and employment Services and infrastructure sectors
expect further strengthening in overall business situation and turnover in Q3:2021-22.

Inflation
Inflation eased to 4.3% in September from August’s 5.3%. September's result represented the weakest
inflation rate since April. Accordingly, the trend pointed down mildly, with annual average inflation
coming in at 5.5% in September (August: 5.7%).

Source: Ministry of Commerce and Industry
RBI stance on inflation
•
•
•

Reserve Bank’s industrial outlook survey expect the cost of raw materials and selling prices to rise
further in Q3:2021-22.
Service sector companies participating in the services and infrastructure outlook survey also
expect further rise in input cost pressure and selling prices in Q3:2021-22.
According to the respondents in the manufacturing and services PMIs, input and output price
pressures persisted in September 2021.
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•

Reserve Bank in September 2021 expect CPI inflation to ease from 5.3 per cent in August 2021 to
4.7 per cent in Q3:2021-22 and subsequently move up to 5.7 per cent in Q4:2021-22 before easing
to 4.9 per cent in Q2:2022-23

Source: Industrial Outlook Survey, RBI
•

At its monetary policy meeting ending on 8 October, the Reserve Bank of India (RBI) kept its policy
rates unchanged, which met market expectations. The RBI left the reverse repurchase rate, the
repurchase rate and the marginal standing facility rate at 3.35%, 4.00% and 4.25%, respectively.

Purchasing Manager’s Index (PMI)
•

•
•

•

According to the Reserve Bank’s industrial outlook survey, the manufacturing sector’s sentiments
rebounded in Q2:2020-21, with the business assessment index improving to 116.7 in Q2:2021-22
from 89.7 in Q1:2021-22.
For Q3:2021-22, respondents expect further improvement in production volumes, new orders
and job landscape.
The manufacturing purchasing managers’ index (PMI) remained in expansion zone at 53.7 in
September, driven by strengthening demand conditions. Consumer non-durables, surpassed the
pre-COVID levels during June and remained strong in Q2, while infrastructure and primary goods,
steel, and cement made progress towards normalisation in June and surpassed pre-pandemic
level in Q2.
In August and September, the PMI services re-entered the expansion zone reversing the second
wave induced contraction of May-July. The PMI composite output index rose to 55.3 in September
from 49.2 in July.
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Unemployment in India
•
•

•
•

Unemployment rose and labour force participation fell in Q1:2021-22 under the pressure of the
second wave, but the impact was muted compared to the first wave.
According to the Centre for Monitoring Indian Economy (CMIE), there was a deep hit to labour
markets in mid-May at the peak of the second wave. Employment recovered swiftly in June-July
and strengthened in September.
In September, labour participation further rose with the phased opening up of the economy
leading to rising demand for labour.
Employment conditions improved in June and July 2021 in the organised sector, according to
payrolls data Increase in hirings is led by the IT sector, while non-IT sectors such as education,
banking, financial, insurance, hospitality and automobile sector have also shown strong recovery
recently.
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India’s exports
Merchandise exports shot up 21.2% over the same month last year in September (August: +45.8% yearon-year). September’s reading marked the softest expansion since February. Meanwhile, merchandise
imports shot up 86.0% over the same month last year in September (August: +51.8% yoy).
As a result, the merchandise trade balance deteriorated from the previous month, recording a USD 22.9
billion deficit in September (August 2021: USD 13.8 billion deficit; September 2020: USD 2.7 billion deficit).
the trend pointed down, with the 12-month trailing merchandise trade balance recording a USD 153.6
billion deficit in September, compared to the USD 133.4 billion deficit in August.
Figure: India Trade Balance Chart
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Source: Ministry of Commerce and Industry
PM Modi launches Rs 100 lakh crore Gati Shakti National Master Plan (NMP) for infrastructure
Prime Minister Narendra Modi announced that the Centre will launch ‘PM Gati Shakti Master Plan’, a Rs.
100 lakh-crore projects for developing ‘holistic infrastructure’. PM Modi pegged the project as a source of
employment opportunities for the youth in future. PM Modi said that the Gati Shakti plan will help raise
the global profile of local manufacturers and help them compete with their counterparts worldwide. It
also raises possibilities of new future economic zones. The Union Cabinet approved PM GatiShakti
National Master Plan, including implementation, monitoring and support mechanism, for providing multimodal connectivity. An Empowered Group of Secretaries (EGOS) headed by the Cabinet Secretary and
secretaries of 18 ministries as members, among others, will be set up. Union Minister Anurag Thakur said
a Multimodal Network Planning Group (NPG) will be constituted with representation from the heads of
the Network Planning Division from various ministries and departments.
The NPG will be supported by a technical support unit (TSU) located in the Logistics Division of the Ministry
of Commerce and Industry.
The TSU will have domain experts from various infrastructure sectors, such as aviation, maritime, public
transport, rail, roads and highways, ports, power, pipeline, GIS, ICT, finance/market PPP, logistics, data
analytics, among others.
The master plan aims to incorporate infrastructure schemes such as Bharatmala, Sagarmala, regional air
connectivity scheme, development of inland waterways, sea as well land ports, and aim for holistic
development. It will also cover economic zones such as textile, fishing, pharmaceutical clusters, defence
corridors, electronic parks for improving connectivity and making Indian businesses more competitive.
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The PM Gati Shakti NMP is intended to break departmental silos and bring in more holistic and integrated
planning and execution of projects to address the issues of multi-modal connectivity and last-mile
connectivity.
India estimated to grow at 8.3% in the current fiscal: World Bank
India’s real Gross Domestic Product (GDP) in the current fiscal year is estimated to grow by 8.3%,
according to the World Bank estimates. This growth estimate is supported by an increase in public
investment to bolster domestic demand and schemes, like the production-linked incentive to boost
manufacturing. Growth is expected to settle at around 7% over the next two years (7.5% forecast in
FY2022/23 and 6.5% in FY2023/24) as the base effect fades (i.e., a contraction of 7.3% last year),
supported by infrastructure investment, as well as reforms to ease supply-side constraints. Downside risks
in the medium term include uncertainty around asset quality deterioration due to the pandemic, slow
recovery in the informal sector and higher than expected inflation, the Bank said.
Due to targeted measures adopted by South Asian countries, the setbacks this year due to the pandemic
— despite the high number of infections — has been more muted than the setback of 2020. The South
Asia region as a whole is expected to grow at 7.1% in 2021 and 2022 and 5.4% in 2023.
Accommodative fiscal and monetary policies and low interest rates globally have been key to mitigating
the pandemic’s economic impact on households and firms. However, while vaccination efforts and relief
measures are still warranted, the report says that the limits of accommodative policies are in sight.
Need for regulatory experimentation in new services sector
The Bank called on South Asian countries to lower entry barriers in the services sector, creating more
national and international competition while curbing the “emergence of new monopoly powers”; aiding
labor market mobility and upgrading of skills; and enabling the absorption of these new services by
households and firms. While platforms (i.e., digital platforms) can play an important role, they need to be
regulated so they do not become monopolies, Mr. Timmer said.
Moody’s upgrades India outlook to ‘stable’ from ‘negative’
In June 2020, Moody’s had downgraded India’s sovereign rating to Baa3 from Baa2 with a negative
outlook. Rating agency Moody’s Investors Service has upgraded India’s sovereign rating outlook to ‘stable’
from ‘negative’ citing an ebbing of the risks from COVID-19 and the negative feedback between the real
economy and financial system.
While it retained India’s rating at Baa3, reflecting the lowest investment grade rating, Moody’s said it
expects real GDP to surpass pre-pandemic levels of 2019-20 this year itself, as the ongoing economic
recovery is picking up steam with activity upticks broadening across sectors. It expects 2021-22 to record
9.3% growth in GDP, followed by 7.9% next year. it said that downside risks to growth from subsequent
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coronavirus infection waves are mitigated by rising vaccination rates and more selective use of restrictions
on economic activity, as seen during the second wave. Moreover, higher capital cushions and greater
liquidity suggests banks and non-bank financial institutions pose much lesser risk to the sovereign than
Moody’s previously anticipated.
Over the medium term, Moody’s expects real GDP growth to average around 6%, reflecting a rebound in
activity to levels at potential as conditions normalize. “The growth projections take into account structural
challenges, including weak infrastructure, rigidities in labor, land and product markets that continue to
constrain private investment and contribute to post-pandemic economic scarring,” it explained.
“India’s main credit challenges, its low per capita income and its weak fiscal position, which has been
exacerbated by the coronavirus shock. India’s general government debt burden increased sharply from
74% of GDP in 2019 to an estimated 89% of 2020 GDP, significantly higher than the Baa median of around
48%. Meanwhile, interest payments are about 26% of general government revenue, the highest among
Baa-rated peers and more than three times the Baa median of 8%,” it pointed out.
The upgrade in outlook to ‘stable’, Moody’s said, was driven by the ‘lower susceptibility’ to event risk from
‘a negative feedback loop between the financial sector and the real economy’. “Effective implementation
of fiscal policy measures that resulted in a sustained decline in the government’s debt burden and
improvements in debt affordability would also provide support to the credit profile,” it emphasized.
“Solvency in the financial system has strengthened, improving credit conditions which Moody’s expects
to be sustained as policy settings normalize. Bank provisioning has allowed for the gradual write-off of
legacy problem assets over the past few years. In addition, banks have strengthened their capital
positions, pointing to a stronger outlook for credit growth to support the economy,” it averred.
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Lesson from Economics
ECONOMIES OF SCALE
Economies of scale refer to the cost advantage experienced by a firm when it increases its level of output.
The advantage arises due to the inverse relationship between per-unit fixed cost and the quantity
produced. When more units of a good or service can be produced on a larger scale, yet with (on average)
fewer input costs, economies of scale are said to be achieved. Economies of scale also result in a fall in
average variable costs (average non-fixed costs) with an increase in output. This is brought about by
operational efficiencies and synergies as a result of an increase in the scale of production. According to
this theory, economic growth may be achieved when economies of scale are realized.
Economist Adam Smith identified the division of labour and specialization as the two key means to
achieving a larger return on production. Through these two techniques, employees would not only be able
to concentrate on a specific task but with time, improve the skills necessary to perform their jobs. The
tasks could then be performed better and faster. Hence, through such efficiency, time and money could
be saved while production levels increased.
There are two types of economies of scale: internal and external economies of scale. Internal economies
of scale are firm-specific while external economies of scale occur based on larger changes outside the
firm. Both result in declining marginal costs of production, yet the net effect is the same. Internal
economies of scale measure a company's efficiency of production and occur because of factors controlled
by its management team.
External economies of scale happen because of larger changes within the industry, so when the industry
grows, the average costs of business drop.
Internal economies of scale offer greater competitive advantages because an external economy of scale
is shared among competitors.
Companies can engage economies of scale in their activities and thereby lower their average costs by: • By buying the inputs required for the production process in bulk or from special wholesalers;
• by improving the management structure (hire better skilled/experienced managers) within the
firm;
• A technological advancement might drastically change the production process. For instance,
fracking completely changed the oil industry a few years ago. However, only large oil firms that
could afford to invest in expensive fracking equipment could take advantage of the new
technology.
Effects of Economies of Scale on Production Costs
•

It reduces the per-unit fixed cost. As a result of increased production, the fixed cost gets spread
over more output than before.
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•

It reduces per-unit variable costs. This occurs as the expanded scale of production increases the
efficiency of the production process.

The graph above plots the long-run average costs (LRAC) faced by a firm against its level of output. When
the firm expands its output from Q to Q2, its average cost falls from C to C1. Thus, the firm can be said to
experience economies of scale up to output level Q2. In economics, a key result that emerges from the
analysis of the production process is that a profit-maximizing firm always produces that level of output
which results in the least average cost per unit of output.
Application of Economies of Scale in Industry
Economies of scale is a concept that may explain patterns in international trade or in the number of firms
in a given market. The exploitation of economies of scale helps explain why companies grow large in some
industries. It is also a justification for free trade policies, since some economies of scale may require a
larger market than is possible within a particular country.
Globalizing Xerox Corporation
Xerox Corporation, designed and produced products in the United States for the U.S. market; Rank Xerox,
a 51%-owned Xerox company, developed products for the European market; Fuji Xerox, an equal
partnership between Rank Xerox and Fuji, created products for the Japanese market; and a number of
other Xerox operating companies manufactured and sold a variety of peripherals and subassemblies
throughout the world. Each Xerox company controlled its own suppliers, assembly plants, and distribution
channels. Plants in Mexico, the United States, Canada, Asia, Europe, and Brazil produced according to
independently set schedules, based on forecasts from each individual operating company. Thus, Xerox
had a near monopoly on the worldwide copier market.
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In 1981, senior managers at Xerox began to rethink the company’s structure, focusing on ways to cut
costs, reduce excessive inventory, and speed up product delivery. They started moving from a collection
of independent regional units to a more integrated company.
Then, as the 1980s progressed, the competitive landscape started to shift. Xerox competitors such as
Canon and Ricoh penetrated the U.S. and European markets with low-cost copiers. In 1983, Xerox
dominated the top ten copier companies in the world with a 57% share of revenue; just two short years
later, Xerox’s share had fallen to 52%.
in 1985, Canon announced it was globalizing production of its copiers. Until that time, Canon had
manufactured primarily in Japan and sold through a worldwide distribution network; it was, in effect, a
typical centralized, export-oriented company. But with new design and manufacturing facilities planned
for the United States and Europe, Canon transformed itself into a decentralized multinational. As
competitive pressures bore down, Xerox picked up its own pace, pursuing an explicit strategy of global
integration. The graph, below illustrates changes in operating income and revenue that reflect the
company’s growth. During the critical period between 1982 and 1991, Xerox made rapid innovations in
many functions, which are highlighted in the time line that follows.

The revenues and operating income are for Xerox’s document processing and related businesses
accelerated with cut in operating costs. The following actions were undertaken by the Corporation to
achieve economies of scale: -
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•

•

•

•

•

Purchasing- Senior managers at Xerox realized the potential for cutting costs if the company
consolidated raw material sources. They created a central purchasing group that included
representatives from over a dozen of Xerox’s multinational operating companies. This group of
commodity managers identified suppliers that could provide Xerox with high-quality, low-cost
components on a worldwide basis. In the process, Xerox trimmed its global supply base from
about 5,000 suppliers to just over 400, which now accounts for more than 90% of raw material
purchases. Because the consolidation of raw materials simplified purchasing, overhead rates have
fallen from 9% of total costs for materials in 1982 to about 3%. Xerox saves over $100 million
annually on raw materials.
Streamlining the operations- Xerox Corporation introduced its Leadership Through Quality
program to improve product quality, streamline and standardize manufacturing processes, cut
costs, and increase return on assets. Leadership Through Quality provided a common language of
quality and a standard set of management practices that all of Xerox’s companies now share.
Product Development- Xerox instituted a new product-delivery process designed to standardize
procedures. Functionally and geographically integrated teams took responsibility for introducing
a new product in all major markets.
Production- Top managers at Xerox Corporation calculated that they could eliminate $1 billion in
inventory and $200 million in inventory-related costs by linking customer orders more closely with
production. They formed a multinational organization called Central Logistics and Asset
Management (CLAM) and four multifunctional, product-focused teams to integrate the supply
chain across geographic boundaries. The aim was to reduce excess inventory and Xerox was able
to cut down its worldwide inventories by $500 million.
Order Fulfilment. - Xerox began integrating its product delivery activities. It strived to cut all
unnecessary warehousing and transportation of finished products on their way to customers.
Such integration of operations saved Xerox several million dollars annually.

Thus, Xerox Corporation evolved its global-integration strategies and reengineered its global demand
management process to achieve economies of scale and make the most immediate and greatest gains in
the business.
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Oil Market
Crude oil price – Monthly Review
Crude oil benchmarks hit 2-year-high in October and continued the upward trajectory after witnessing a
sudden drop in August. Expectation of crude oil demand outstripping the supply has sent the crude prices
to a new high since October 2018. Bolstered by the vaccination rollouts and economies reopening in the
US, Europe and China, crude oil demand is showing a strong demand recovery. The surge in prices has
swept through the entire global energy chain, fuelled by robust economic growth as the world emerges
from the pandemic. Record coal and gas prices as well as rolling black-outs are prompting the power
sector and energy-intensive industries to turn to oil to keep the lights on and operations humming. There
was a minor fall in benchmarks due to the prospect of lifting sanctions from Iran, however it short-lived.
Figure 1: Benchmark price of Brent, WTI and Dubai crude
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Brent Spot Price ($/bbl)
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Dubai spot price ($/bbl)

Source: WORLD BANK

•

Brent crude price averaged $ 83.47 per bbl in October 2021, up by 11.9 % on a month on month
(MoM) and by 106.1 % on year on year (YoY) basis, respectively.

•

WTI crude price averaged $ 80.70 per bbl in October 2021, up by 12.8 % on a month on month (MoM)
and by 104.3 % on year on year (YoY) basis, respectively.

•

Dubai crude price averaged $ 82.33 per bbl in October 2021, up by 13 % on a month on month (MoM)
and by 107.4 % on year on year (YoY) basis, respectively.

October 2021

Page | 34

Policy and Economic Report:
Oil & Gas Market
Table 1: Crude oil price in September, 2021
Crude oil

Price ($/bbl)
in September 2021

Brent
WTI
Dubai

83.47
80.70
82.33

MoM
(%) change

YoY
(%) change

11.9%
12.8%
13.0%

106.1%
104.3%
107.4%

Source: WORLD BANK

Oil jumps on OPEC’s decision to maintain output course
OPEC and allied oil producing countries have stayed with their cautious approach to restoring oil
production slashed during the pandemic, agreeing to add 400,000 barrels per day in November. The
decision by the Vienna-based oil cartel tracks with its established schedule of adding back that amount of
oil every month until the cuts made during the depth of the pandemic recession are restore.
The decision comes amid tighter oil markets, as driving and flying pick up around the globe due to the
easing of restrictions aimed at containing the COVID-19 pandemic. OPEC and its partners are looking at a
"significantly tighter oil market" than at their September meeting when there were lockdowns in parts of
China and fears about the spread of the more contagious delta variant of the coronavirus, said Louise
Dickson, senior market analyst at Rystad Energy.
Brent shot above $81 per barrel when it was learned that OPEC group would boost output by 400,000
barrels per day per month until April 2022, thus eliminating 5.8 million bpd of existing production units.
Figure 2: Crude oil price in October 2021
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Source: EIA, Oilprice.com
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Indian Basket Crude oil price
•

The Indian basket of Crude Oil represents a derived basket comprising of Sour grade (Oman & Dubai
average) and sweet grade (Brent Dated) of Crude oil processed in Indian refineries in the ratio of
74.77:25.23 during 2017-18.

Figure 3: Indian crude oil basket price in $ per bbl
86

INDIAN BASKET

84
82
80
78
76
74
72
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•

Indian crude oil benchmark prices saw increasing trends in the month of October corresponding to
the rise in the global crude benchmarks.

•

Indian crude basket price averaged $ 82.04 per barrel in October 2021, up by 12.7 % on Month on
Month (M-o-M) and by 95.5 % on a year on year (Y-o-Y) basis, respectively.

Oil demand & supply
World oil demand is estimated to increase by 5.8 mb/d in 2021, revised down from 5.96 mb/d in the
previous month’s assessment. The downward revision is mainly driven by lower-than-expected actual
data for the first three quarters of this year, despite healthy oil demand assumptions going into the final
quarter of the year, which will be supported by seasonal uptick in petrochemical and heating fuel demand
and the potential switch from natural gas to petroleum products due to high gas prices. Both OECD and
non-OECD figures are adjusted lower, with the downward revision in OECD regions focused in 1H21, while
the non-OECD revision is concentrated in 3Q21.The world is expected to consume 96.6 mb/d of petroleum
products this year. For 2022, world oil demand growth is unchanged at 4.2 mb/d. As a result, global
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demand next year is seen averaging 100.8 mb/d. Demand is anticipated to be supported by healthy
economic momentum in the main consuming countries and better management of the COVID-19
pandemic.
Non-OPEC liquids supply growth in 2021 is revised down by 0.3 mb/d from the previous month’s
assessment to now stand at 0.7 mb/d. The revisions were driven mainly by a downward adjustment in
3Q21 due to factors such as production outages in the US Gulf of Mexico caused by Hurricane Ida;
maintenance in the Tengiz field in Kazakhstan; and a force majeure in Canada at the Suncor oil sands site.
The impact of the Hurricane led to a downward revision in US liquids supply in 2021 from growth of 0.1
mb/d to a contraction of 0.1 mb/d. The main growth drivers for 2021 supply growth continue to be
Canada, Russia, China, Norway and Brazil. Similarly, the non-OPEC supply growth forecast for 2022 is
revised up by 0.1 mb/d due to the base change to now stand at 3.0 mb/d. Russia and the US are expected
to be the main drivers, followed by Brazil, Norway, Canada, Kazakhstan, Guyana, and other countries in
the DoC. OPEC NGLs are forecast to grow by 0.1 mb/d in both 2021 and 2022 to average 5.2 mb/d and 5.3
mb/d, respectively. OPEC crude oil production in September increased by 0.49 mb/d m-o-m, to average
27.33 mb/d, according to available secondary sources.
Table 2: World Oil
demand in mbpd
Total OECD
~ of which US
Total Non-OECD
~ of which India
~ of which China
Total world

2021

1Q2022

2Q2022

3Q2022

4Q2022

2022

Growth

%

44.66
19.98
51.94
4.95
14.28
96.60

44.56
19.75
53.39
5.40
14
97.95

46.15
21.09
53.73
4.90
15.20
99.88

47.79
21.50
54.38
5.15
15.12
102.16

47.39
21.18
55.54
5.89
15.46
102.93

46.49
20.89
54.26
5.34
14.95
100.76

1.83
0.91
2.32
0.39
0.66
4.15

4.10
4.54
4.46
7.90
4.65
4.30

Source: OPEC monthly report, October 2021
Note: *2021-22 = Forecast. Totals may not add up due to independent rounding

Global petroleum product prices
The Asian gasoline 92 crack spread lost some ground, affected by a downturn in volume requirements
from outside the region, despite firm domestic demand, with weakness in European and US gasoline
markets filtering through Asia. The Singapore gasoline crack spread against Oman in September averaged
$9.48/b, down by 9¢ m-o-m but up by $5.27 y-o-y. Asia naphtha crack spreads recovered from the sharp
loss witnessed in the previous month, supported by healthy demand from the petrochemical sector
although the arbitrage to the west was mostly closed during the month.
The Singapore naphtha crack spread against Oman averaged $2.58/b, having increased by 94ȼ m-o-m, and
84ȼ y-o-y. In the middle of the barrel, jet/kerosene crack spreads in Asia strengthened, supported by lower
supplies from China amid firm regional requirements for domestic air travel, mainly in China. Firmer
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demand from the faster-recovering aviation sector in the West could provide some support to the regional
jet fuel market, amid expected improvements towards the end of the year, as the vaccinated share of the
population grows and seasonal heating demand for kerosene picks up.
The Singapore jet/kerosene crack spread against Oman averaged $7.31/b, up by $2.63 m-o-m and $9.39
y-o-y. The Singapore gasoil crack spread moved higher, supported by a solidifying demand outlook. Tighter
regional supplies amid strong Australian demand for gasoil and lower flows into Singapore have helped
draw stockpiles from the Asian fuel hub. Moreover, tighter supplies amid lower Chinese exports in the
spot market and steady arbitrage shipments to the West provided further support. At the same time,
recovering industrial demand due to easing COVID-19 restrictions and increased usage of the fuel for
power generation on the back of high coal and gas prices provided further support.

100.0%

MoM % change in cracks spread

80.0%
60.0%
40.0%

42.2%

36.5%

32.5%

Jet/Kerosene

Gasoil/Diesel

20.0%
0.0%
-20.0%

-8.4%
Gasoline

Fuel oil

Source: OPEC Monthly Report

The Singapore gasoil crack spread against Oman averaged $7.09/b, up by $2.69 m-o-m and $5.24 y-o-y.
The Singapore fuel oil 3.5% crack spread soared in response to a pick-up in volume requirements from the
power generation sector. However, despite the sharp improvement, Asian fuel oil margins remained in
negative territory. This was partly attributed to the tightening fuel oil balance in the region, while fuel oil
prices surged in Asia as some power generators sought alternatives given the high natural gas price
environment. Demand from utilities, primarily in Pakistan and Bangladesh, have lent backing to fuel oil
prices, which continued to support fuel oil crack spreads. The expected seasonal rise in refinery outages
globally should boost bunkering activities, as traders seek to rebalance product volumes between the
various regions, supporting fuel oil markets in the near term. Singapore fuel oil cracks against Oman
averaged minus $3.39/b, up by $3.65 m-o-m and 8ȼ y-o-y
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Figure 4: Product crack spreads vs. Dubai crude

20.00
15.00
10.00
5.00
(5.00)
(10.00)
(15.00)
(20.00)
(25.00)

Naptha

Premium gasoline (unleaded 95)

Regular gasoline

Jet/Kerosene

Gasoil/Diesel

Fuel oil

Source: OPEC, FIPI

Table 3: Singapore FOB, refined product prices ($/bbl)
Singapore product prices
Naptha

Price ($/b) in
September 2021
75.15

MoM (%) change

YoY (%) change

5.8%

74.0%

Premium gasoline (unleaded 95)

84.06

3.6%

77.8%

Regular gasoline (unleaded 92)

82.05

3.9%

79.7%

Jet/Kerosene

79.88

7.9%

102.9%

Gasoil/Diesel (50 ppm)

82.56

8.3%

87.3%

Fuel oil (180 cst 2.0% S)

79.46

8.0%

105.5%

Fuel oil (380 cst 3.5% S)

69.18

11.0%

82.1%

Source: OPEC
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Petroleum products consumption in India
Monthly Review:
•
•

•
•

•
•

•

Consumption of refined petroleum products for September 2021 stood at 15,918 MT.
Petrol consumption stood at 2.6 million tonnes in September 2021. In July and August 2021, petrol
consumption had increased by 4-5 per cent over its corresponding 2019 levels. In September
2021, the increase was at 9.5 per cent. This increase has been in spite of the continued rise in
petrol prices.
Diesel consumption in the month of September went down by 8.7 % as resumption of commercial
transportation drove the demand for Diesel.
ATF consumption declined for the second straight month as government regulations mandated
thinning down of flight operations. ATF consumption declined in the month by 20.2%. ATF
consumption on Y-o-Y basis was up by 48.7 %.
LPG consumption went down by 1.7 %. LPG consumption stood around 2,363 MT in September
2021.
Consumption of bitumen & asphalt, which is primarily used in the construction of roads, rose for
the fourth consecutive month over the corresponding pre-Covid level. In September 2021, the
increase was of 38.7 per cent, with its consumption standing at 0.4 million tonnes.
Petroleum coke was the only commodity that faced a sharper fall in September 2021 over its preCovid level, as compared to the fall in the previous three months. During June-August 2021, its
consumption had been 22-31 per cent lower than its corresponding 2019 levels. In September
2021, the decline widened to 35.2 per cent. Consumption of petroleum coke, which is used in
steel and cement plants, stood at 1.1 million tonnes in September 2021.

Table 4: Petroleum products consumption in India, September 2021
CONSUMPTION OF PETROLEUM PRODUCTS (P)
LPG
Naphtha
MS
ATF
SKO
HSD
LDO
Lubricants & Greases
FO & LSHS
Bitumen
Petroleum coke
Others
TOTAL

Consumption in '000
MT September 2021
2,363
1,114
2,598
409
132
5,512
86
391
547
445
1,138
1,185
15,918

MoM (%)
change

YoY (%) change

1.5%
8.9%
-3.5%
7.2%
2.3%
-1.7%
4.6%
4.1%
15.0%
-18.4%
-3.8%
-12.8%
-4.9%

2.3%
-4.6%
13.0%
48.7%
-2.7%
15.6%
36.3%
-1.4%
10.5%
4.9%
21.4%
4.7%
11.2%

Source: PPAC
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Natural Gas Market
Natural Gas Price – Monthly Review
In September, the natural gas spot price at Henry Hub averaged $5.16 per million British thermal units
(MMBtu), which was up from the August average of $4.07/MMBtu and up from an average of
$3.25/MMBtu in the first half of 2021. The rising prices in recent months reflect U.S. natural gas
inventory levels that are below the five-year average and continuing demand for natural gas for power
generation use at relatively high prices.

There have been record-high spot gas prices in Europe and Asia and lower-than-average storage
inventory levels for the coming heating season. The tightening of gas markets over the past months
results from a combination of robust demand growth as economies recover from 2020 lockdowns, a
succession of extreme weather episodes that have generated additional gas consumption, and
tighter-than-expected supply as a series of outages hampered gas production and export capacity.
The recent weather events triggered power outages in a number of markets where availability of gas
supply was also an issue. The Texas power crisis of February was assigned the highest ranking on the
scale – the largest US gas-producing state and where the fuel plays a dominant role in power
generation.
LNG trade has continued to be a strong source of flexibility against the backdrop of demand volatility,
although capacity outages were high during 2020 and have remained so in 2021, contributing to
market tension and price fluctuations.
Underground gas storage capacity played a central role in providing trans-regional flexibility during
the January cold snap, meeting Europe’s additional needs while enabling arbitrage of LNG cargoes to
Asia. This episode also emphasized the lack of storage capacity in major Asian markets and their
resulting dependence on imported flexibility; additional measures to enhance storage development
and management have been announced in Japan, Korea and China since then.
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Figure 5: Global natural gas price trends
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Table 5: Gas price
Natural Gas
India, Domestic gas price (Sep 21)
India, Gas price ceiling – difficult areas (Sep 21)
Henry Hub
Natural Gas, Europe
Liquefied Natural Gas, Japan

Price ($/MMBTU) in
September 2021
1.79
3.62
5.16
22.84
13.87

MoM
(%) change
0.0%
0.0%
27.4%
47.4%
31.1%

YoY
(%) change
-25.1%
-10.8%
168.8%
478.2%
135.1%

Source: EIA, PPAC, World Bank

Indian Gas Market
Domestic natural gas price which takes into account international benchmarks including Henry Hub,
Alberta hub, Russia and UK National Balancing Point. With global gas price declining, India’s latest gas
price revision saw significant decline, thus capturing the international gas price trends. Domestic gas price
for April 2021 to September 2021 is $1.79 per MMBTU. It remained unchanged but was down by 25.1 %
on Y-o-Y basis.
A notification was issued by MoP&NG on 21st March 2016, for marketing including pricing freedom for
gas to be produced from discoveries in deep water, ultra-deep water, and high-pressure high temperature
areas. For the April 2021 to September 2021 period, the price of gas from such areas has been notified at
$3.62 per MMBTU, 10.8 % down from last revision.
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Figure 6: Domestic natural gas price
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Monthly Report on Natural gas production, imports and consumption – October 2021
1. Domestic Natural Gas Gross Production:
Domestic natural gas gross production for the month of September 2021 was 2902 MMSCM (increase of
26.5% over the corresponding month of the previous year 2294 MMSCM)
Figure 10: Domestic natural gas Gross production (Qty in MMSCM)

Source: PPAC
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2. LNG imports:
Total imports of LNG (provisional) during the month of September 2021 were 2581 MMSCM (decrease
of 9.6 % over the corresponding month of the previous year 2855 MMSCM).
Figure 11: LNG imports (Qty in MMSCM)

Source: PPAC

3. Sectoral Consumption of Natural Gas:
Total consumption of natural gas during September 2021 was 5073 MMSCM. Major consumers were
fertilizer (28.29%), cgd (20.97%), power (16.48%),refinery (8.26%), others (21.35%) and petrochemicals
(4.65%).
Figure 12: Sectoral Consumption of Natural Gas (Qty in MMSCM) in September 2021

Source: PPAC
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Key developments in Oil & Gas sector during October 2021
• Monthly Production Report for September, 2021

1. Production of Crude Oil
Indigenous crude oil and condensate production during September 2021 was lower by 1.7 % than that of
September 2020 as compared to a de-growth of 2.3% during August 2021. PSC registered growth of 1.8
% during September 2021 as compared to September 2020. De-growth of 2.9 % was registered in the total
crude oil and condensate production during April- September 2021 over the corresponding period of the
previous year
2. Production of Natural Gas
Gross production of natural gas for the month of September 2021 was 2902 MMSCM which was higher
by 26.5% compared with the corresponding month of the previous year. The cumulative gross production
of natural gas of 16891 MMSCM for the current financial year till September, 2021 was higher by 21%
compared with the corresponding period of the previous year.

3. Crude Oil Processed (Crude Throughput)
Crude oil processed during September 2021 was 18.2 MMT, which was 2.9 % higher than September 2020
as compared to a growth of 14.2 % during August 2021. Growth of 13.1 % was registered in the total crude
oil processing during April-September 2021 over the corresponding period of the previous year.

4. Production of Petroleum Products
Production of petroleum products saw a growth of 6.1 % during September 2021 over September 2020
as compared to a growth of 9.1 % during August 2021. Growth of 11.0 % was registered in the total POL
production during April- September 2021 over the corresponding period of the previous year.

*****************
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Research, analysis & compilation by:
Economic Policy & Planning Team -FIPI
Email: prai@fipi.org.in

Note: The information contained herein is compiled from various sources considered reliable, but its
accuracy and completeness are not warranted, nor are the opinions and analyses that are based on it. FIPI
is not responsible for any errors or omissions, nor shall it be liable for any loss or damage incurred by
reliance on information or any statement contained herein. While reasonable care has been exercised to
ensure that no copyrights are infringed, in case there is any omission or oversight in this regard, we may
please be informed immediately.
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