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Indian Oil Corporation Limited (IOCL) incorported in 1959 , is engaged in refining business largely BUY HOLD SELL

owned by government of India with 51.5% equity stake. The company segment’'s includes sale of

petroleum products, petrochemicals, gas, explosives and cryogenics, wind mill and solar power gen- > 15% 5% to 15% < -5%

eration, and oil and gas exploration activities. Its portfolio brands are Indane liquefied petroleum gas
(LPG) cooking gas, SERVO lubricants, XTRAPREMIUM petrol, XTRAMILE diesel and PROPEL pet- gector Outlook Positive
rochemicals. Currently, it has 10 refineries with a combined capacity of 80.7 mn metrics per tonne. Its Stock

business operations span across 25,000 petrol and diesel stations. CMP (INR) 120
Target Price (INR) 142
Investment Rationale
NSE Symbol I0C
Leadership position in country liquor market Bloomberg 10CL IN
The new entrants would find challenging to manage supply chain logistics and volatility in margins. Reuters 10C.BO
Further, 10C’s refining assets in the interior locations, especially in the North gives it a competitive Key Data
advantage in supply chain logistics for marketing, especially in auto fuel retailing in towns and cities Nifty
located away from coastal locations in North and Central India. It also has one refinery on the west
) ) o ] ) 52WeekH/L(INR) 170/112
coast and two on the east coast (three including subsidiary CPCL) to source its product requirements
. Ols Shares (Mn) 9414.6
for the coastal markets and nearby highways.
Market Cap (INR 1124
bn
GRM levels are expected improve further )
Face Value (INR) 10

Indian Oil Corporation has commenced supply of low sulphur marine fuel for ships that is compliant
Average volume

with IMTO norms and available for immediate delivery at kandla and kochi ports. Other Indian ports of

. o o . _ _ 3 months 82,99,330
Mumbai, Mangalore, Tuticorin, Chennai, Visakhapatnam, Paradip and Haldia would start delivery by
mid November. The company plans to produce 1mn tonne of IMO compliant FO at its Gujarat refin- & months 1,28,27,110
ery, the only one to produce this fuel at present. Company’s operating efficiencies will play out taking 1 year 1.32.23.320

into account improvement in diesel spreads.

Share Holding Pattern (%)

Marketing margins to remain steady

The marketing segment performance has been stable QoQ as oil prices have remained relatively
steady for a majority of the days in the quarter. We expect similar profitability from this segment in
coming quarters. In terms of marketing sales, IOC reported marginal growth of 1.8% YoY to 20.2
MMT (marginally lower than our estimates) due to lower-than-expected diesel sales. Going forward,
we expect marketing sales volumes to grow at 3-4% CAGR in the next two years. Crude throughput in
Q2FY20 was marginally lower YoY at 17.5 MMT, largely in line with our estimates. Going forward, we
estimate throughput of ~69.7 MMT for both FY20E, and FY21E.
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Valuation and outlook
200

The poor Q2FY20 results are priced in and currently stock available at close to its book value offering

high dividend yield of 5%. Going forward, we expect normalized GRMs based on improvement in o
spreads and higher petrochemical earnings from new polypropylene units that started operations. We
110

are also hopeful that debt levels won't accelerate further from current INR 800bn over limited forward
capex plans. On the valuation front, we estimate Revenue and PAT to grow at ~16% and ~19% ¥

CAGR for FY19- FY21E respectively by valuing the company based on 4.2x EV/EBITDA multiple for %
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FY21 and assign a buy rating on the stock with target price of INR 142.
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Key Financials

YE March (INR mn) FY17 FY18 FY19 FY20E FY21E
Revenue 3,555,862 4,214,918 5,281,489 5,814,920 7,065,127
Revenue Growth (Y-0Y) (5.6%) 18.5% 25.3% 10.1% 21.5%
EBIDTA 340,643 416,580 352,601 337,265 536,950
EBIDTA Growth (Y-0-Y) 1.5% 22.3% (15.4%) (4.3%) 59.2%
Net Profit 198,495 221,895 173,767 133,743 247,279
Net Profit Growth (Y-0-Y) 5.9% 11.8% (21.7%) (23.0%) 84.9%
Diluted EPS 21.1 23.6 18.5 14.2 26.3
Diluted EPS Growth (Y-0-Y) 5.9% 11.8% (21.7%) (23.0%) 84.9%
EBIDTA (%) 9.6% 9.9% 6.7% 5.8% 7.6%
NPM (%) 5.6% 5.3% 3.3% 2.3% 3.5%
ROE (%) 19.4% 19.5% 15.5% 11.4% 18.6%
RoCE (%) 20.6% 23.2% 16.9% 15.8% 23.4%

Valuation Ratios

P/E (x) 5.7x 5.1x 6.5x 8.4x 4.6x
EV/EBITDA 5.2x 4.3x 5.9x 6.2x 3.9x
P/BV (x) 1.1x 1.0x 1.0x 1.0x 0.8x
Market Cap. / Sales (x) 0.3x 0.3x 0.2x 0.2x 0.2x
Institutional Research BP Equities Pvt. Limited (www.bpwealth.com) 24/01/2020 2

BP Equities reports are also available on Bloomberg [BPEP <GO>]



B

BP WEALTH

Research Desk Tel: +91 22 61596406

Institutional Sales Desk Tel: +91 22 61596403/04/05

Disclaimer Appendix

Analyst (s) holding in the Stock : Nil

Analyst (s) Certification:

We analysts and the authors of this report, hereby certify that all of the views expressed in this research report accurately reflect our
personal views about any and all of the subject issuer (s) or securities. We also certify that no part of our compensation was, is, or will
be directly or indirectly related to the specific recommendation (s) or view (s) in this report. Analysts aren't registered as research ana-
lysts by FINRA and might not be an associated person of the BP Equities Pvt. Ltd. (Institutional Equities).

General Disclaimer

This report has been prepared by the research department of BP EQUITIES Pvt. Ltd, is for information purposes only. This report is not
construed as an offer to sell or the solicitation of an offer to buy or sell any security in any jurisdiction where such an offer or solicitation
would be illegal.

BP EQUITIES Pvt. Ltd have exercised due diligence in checking the correctness and authenticity of the information contained herein, so
far as it relates to current and historical information, but do not guarantee its accuracy or completeness. The opinions expressed are our
current opinions as of the date appearing in the material and may be subject to change from time to time. Prospective investors are cau-
tioned that any forward looking statement are not predictions and are subject to change without prior notice.

Recipients of this material should rely on their own investigations and take their own professional advice. BP EQUITIES Pvt. Ltd or any
of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadver-
tent error in the information contained in this report. BP EQUITIES Pvt. Ltd. or any of its affiliates or employees do not provide, at any
time, any express or implied warranty of any kind, regarding any matter pertaining to this report, including without limitation the implied
warranties of merchantability, fithess for a particular purpose, and non-infringement. The recipients of this report should rely on their own
investigations.

BP EQUITIES Pvt. Ltd and/or its affiliates and/or employees may have interests/ positions, financial or otherwise in the securities men-
tioned in this report. Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to
update on a reasonable basis the information discussed in this material, there may be regulatory, compliance, or other reasons that pre-
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This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by any person in any
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