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Press Release 
April 23, 2020 | Mumbai 

 

Refiners stare at Rs 25,000 crore inventory loss 
Compounding woe, demand destruction to plunge GRMs in the first quarter 

 
For oil refiners, the Covid-19 pandemic is delivering two blows: inventory loss of over Rs 25,000 crore in the January-
March quarter because of a 70% fall in crude oil prices, and a likely plunge in gross refining margins (GRMs) in the 
first quarter (April-June) of fiscal 2021 because of demand destruction. 
 
Crude prices nosedived from an average1 $55 per barrel in February to $33 in March and closed at around $20 end of 
March as demand slumped because of the pandemic. On April 12, 2020, OPEC+2 managed to strike a deal for a 
record production cut of 9.7 million barrel per day. Yet crude prices have hovered low because of the pandemic-
induced plunge in demand across the globe. 
 
This has caught refiners on the wrong foot. As things stand, India has a total refining capacity of ~250 million metric 
tonne per annum and refiners keep an inventory of 20-50 days of crude on average to avoid disruption in operations. 
 
The rapid fall in crude oil prices would mean inventory loss of $10-20 per barrel. The final figure of inventory loss will 
be estimated based on the price prevailing on March 31, 2020. The loss would be offset once crude oil prices 
rebound, but the process would take time given that the slump in global demand is expected to prolong. 
 
Says Sachin Gupta, Senior Director, CRISIL Ratings, “Inventory losses would be more for refineries located 
away from the coast because they have to stock crude oil for longer periods. That means refiners will have to 
borrow more working capital to fund the crude oil purchased earlier.” 
 
In addition to these inventory losses, the operating performance of refiners is expected to remain weak in the first 
quarter of fiscal 2021 due to lower volumes and lower GRMs. 
 
With demand culled further because of the extension of nationwide lockdown up to May 3, 2020, refineries are staring 
at a halving of utilisation during the April-June quarter. Refineries that replenished their products inventory are staring 
at significant curtailment of operations. Our base-case assumes the lockdown lasting for up to 1.5 months, with 
another 1 to 1.5 months required to resume and stabilise operations. 
 
Additionally, refining margins on high-yield products such as aviation turbine fuel (ATF), motor spirit (MS) and high-
speed diesel (HSD) have plummeted and are expected to remain weak over the near term. That will affect the 
operating metrics of refiners. 
 
However, oil marketing companies would fare better than standalone refiners because of higher marketing margins for 
some products. For example, retail prices of petrol haven’t fallen in tandem with crude oil prices, which implies higher 
marketing margins. 
 
Says Nitesh Jain, Director, CRISIL Ratings, “Lower throughput and lower margins resulting from suppressed 
demand outlook will hurt the credit metrics of oil refiners. Though strong government/parent support will lend 
a shoulder, and continue to support the overall credit profiles of refiners.” 
 
Revival in demand and improvement in GRMs will be key monitorables in the road ahead. 
 
 
 
 
 
 
 
 
 

                                                      
1 Average of daily prices of respective month for the Indian Basket of crude oil; source www.ppac.gov.in 
2 OPEC+ is a group of 24 oil-producing nations, made up of the 14 members of Organisation of the Petroleum Exporting Countries 
members (OPEC), and 10 other non-OPEC members, including Russia. 

https://www.opec.org/opec_web/en/
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About CRISIL Limited 

CRISIL is a leading agile and innovative, global analytics company driven by its mission of making markets function better. We are 
India’s foremost provider of ratings, data, research, analytics and solutions. A strong track record of growth, culture of innovation 
and global footprint sets us apart. We have delivered independent opinions, actionable insights, and efficient solutions to over 
100,000 customers. 
  
We are majority owned by S&P Global Inc., a leading provider of transparent and independent ratings, benchmarks, analytics and 
data to the capital and commodity markets worldwide. 
 

For more information, visit www.crisil.com  
 

Connect with us: LINKEDIN | TWITTER | YOUTUBE | FACEBOOK  
 

About CRISIL Ratings 

CRISIL Ratings is part of CRISIL Limited (“CRISIL”). We pioneered the concept of credit rating in India in 1987. CRISIL is registered 
in India as a credit rating agency with the Securities and Exchange Board of India (“SEBI”). With a tradition of independence, analytical 
rigour and innovation, CRISIL sets the standards in the credit rating business. We rate the entire range of debt instruments, such as, 
bank loans, certificates of deposit, commercial paper, non-convertible / convertible / partially convertible bonds and debentures, 
perpetual bonds, bank hybrid capital instruments, asset-backed and mortgage-backed securities, partial guarantees and other 
structured debt instruments. We have rated over 24,500 large and mid-scale corporates and financial institutions. CRISIL has also 
instituted several innovations in India in the rating business, including rating municipal bonds, partially guaranteed instruments and 
microfinance institutions. We also pioneered a globally unique rating service for Micro, Small and Medium Enterprises (MSMEs) and 
significantly extended the accessibility to rating services to a wider market. Over 110,000 MSMEs have been rated by us. 
 

 

CRISIL PRIVACY 
 
CRISIL respects your privacy. We may use your contact information, such as your name, address, and email id to fulfil your request and service your account and to 
provide you with additional information from CRISIL. For further information on CRISIL’s privacy policy please visit www.crisil.com. 
 
DISCLAIMER 
 
This Press Release is transmitted to you for the sole purpose of dissemination through your newspaper / magazine / agency.  The Press release may be used by you in 
full or in part without changing the meaning or context thereof but with due credit to CRISIL.  However, CRISIL alone has the sole right of distribution (whether directly or 
indirectly) of its Press Releases for consideration or otherwise through any media including websites, portals etc. 
 

CRISIL has taken due care and caution in preparing this Press Release. Information has been obtained by CRISIL from sources which it considers reliable. However, 
CRISIL does not guarantee the accuracy, adequacy or completeness of information on which this Press Release is based and is not responsible for any errors or omissions 
or for the results obtained from the use of this Press Release.  CRISIL, especially states that it has no financial liability whatsoever to the subscribers/ users/ transmitters/ 
distributors of this Press Release. CRISIL or its associates may have other commercial transactions with the company/entity. 
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