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How India turns
Russia crude
into West’s fuel

YONGCHANG CHIN &
RAKESH SHARMA
February 5

INDIA IS PLAYING an increas-
ingly important role in global
oil markets, buying more and
more cheap Russian oil and
refining it into fuel for Europe
and the US.

Yet New Delhi has faced lit-
tle publicblowback becauseiit’s
meeting the West’s twin goals
of crimping Moscow’s energy
revenue while preventing an
oilsupplyshock And as Europe
ramps us sanctions, India is
only going to become more
central to a global oil map
that’s been redrawn by
Viadimir Putin’s year-long war
in Ukraine“US treasury offi-
cials have two main goals: keep
the market well supplied, and
deprive Russia of oil revenue,”
said Ben Cahill, a senior fellow
with the Center for Strategic
and International Studies, a

fill the supply gap.That will
‘make cheap Russian oil even
moreattractive to India,which
relies on imports to meet
around 85%of itscrude needs.
The nation’s refiners, includ-
ing state-run processors that
are responsible for meeting
domestic demand, ramped up
exports last year in order to
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'New tech IPOs to see valuation correction

Startups are bracing foranother
yearoffundingcrunchand ana-
lysts are predicting that layoffs
will continue well into CY2023.
Anil Kumar, CEO, Redseer

the US, publicly traded tech
stocks began crashing. This
meant that VC funding had to
stop or slow down. Hence,
investors were forced to

Strategy Cc
views on the subject with
Salman SH. Edited excerpts:

Do you see CY2022

as a year of funding
slowdown or a
funding correction?

Unfortunately, it

was both. The federal
government began printing
money in 2020, and this was
practically being given outat
almost no interest rate. This
has a trickle-down effect on
VC investments as well since
the cost of investing in new
companies came down, mak-
ing it less risky to invest. At
the same time, China had
begun heavily regulating its
tech and IT industry, which
meant these US VCs had to
look elsewhere scouting for
new investments and that
ideal location included India
as a priority market. But by
2022,China recovered,andin

update their is and began
pulling back cash. At thesame
time, tech founders are also
unwilling toaccept cash
at lower valuations
when compared to
their previous round.
So, this stalemate
might continue into

this yearas well.

‘What are your predictions in
terms of funding activity for
CY2023?7

In the next six months or
50, I predict many companies
to start nearing the end of
theircash runways, hence they
might be forced to accept
funding at lower or flat valua-
tions. And that's why we are
seeing a lot more convertible-
based funding popping up in
the ecosystem. By using con-
vertibles, tech founders are
sort of able to hold on to the
existing valuation at least for
awhile, Butit is essentiallya

I believe that there are
few founders who

readily accept that they

have to take a haircut

on their valuation when

attempting to go
public. Many highly-
valued tech startups
cannot afford to raise
any more private
capital, hencea
public offering is

the only way to

raise more capital

way of delaying what is
inevitable. I think the next
quarter would definitely be a
rather poorone for tech fund-
mga.ndldontseealotoflarge

an IPO is all about timing; so if
you file it at the right time, you
willget themaximum outcome.
But this means that companies
have to be always ready and
compliant so that they can hit
themarketin thatrightwindow.

a

bly accept the valuation hair-
cut and if they do well in the
earnings and move to prof-
itability, they might be able to
go back to where their valua-
tion once was.

Such:
between a week and a few
months. That's why
severalstartups have
been filing DRHPs
with Sebi so that
theycanatieasttick
off thefirststep.

And can startups
fight off valuation

correction pressure
in public markets if
they choose to go pub-
lic thisyear?

1 believe that there
are a few founders who read-
ily accept that they have to
take a haircut on their valua-
tion when at to

Why do founders file draft
red herring prospectus
(DRHP) if they are delaying

Do
to taperoffin 20237
When companies were hir-
ing in 2021, they were hiring
forabull market scenario and
that was when access to capi-
tal was high. Following this,
start-ups began executing
new expansion plans and
investing in a lot of new ini-
tiatives. But right now, the
markets going on a bearish
trend, followed by a funding
slowdown. More and more
investors are want their port-
folios to go fora trim. But this
wasn't the case in 2021 when
investors were instead asking
portfolios to hit higher GMVs
or Therace to

wave

the eventual listing by more

thanayear? public. Many hnghly valued
PO

investments
Maybe, after six months,
which is Q3 to Q4, of this cal-
endar year, we would see that
there would be some uptick.

tech startups cannot afford to
raise any more private capital,
hence a public offering is the

iewed as
the next logical step which
everyone has to follow to give

B
meet these targets has now
slowed down given that the
entire market has flipped. So
thatmeansalot morejobcuts

private

investors. But for tech startups,

onlywaytoraise
Soin thatcase,youcan pmba-

can b this year,
which is unfortunate.

Washington think-tank. profit from higher interna-

“Theyareaware thatIndian - tional prices.
and Chinese refiners can earn “It’s pretty clear that a
bigger margins by buying dis-  growing share of the feedstock

counted Russian crude and
exporting products at market
prices. They’re fine with
that”India shipped about
89,000 barrels a day of gaso-
line and diesel to New York last
month, the most in nearly four
years,according to dataintelli-
gence firm Kpler. Daily low-
sulfur diesel flows to Europe
wereat 172,000 barrelsin Jan-
uary, the most since October
2021.India’s importance is
expected to expand after fresh
European Union sanctions on
Russian petroleum exports
take effect on Sunday.

The ban will remove a huge
volume of diesel from the mar-
ket and see more consumers,
especiallyin Europe, tapAsia to

used for this product origi-
nates fmm Russia.” Under EU
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Indiais likely

ating within the rules. When
Russian crude is processed into
fuels in a country outside of
the bloc such as India, the
refined products can be deliv-
ered into the EU because
they’re not deemed to be of
Russian origin.

The Group of Seven nations
are keen to cut Moscow’s rev-
enue as much as possible, but
they also have an interest in
ensuring that Russia’s oil and
refined products continue to
flow to avoid a global supply
crunch, said Serena Huang,
lead AsiaanalystatVortexa Ltd.
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