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Wipro 

Share Holding Pattern (%) 

Sector Outlook Positive 

Stock 
 

CMP (INR)                            61 

Target Price (INR)  77 

NSE Symbol ONGC 

Bloomberg ONGC.IN 

Reuters ONGC.BO 

Key Data 
 

Nifty 8,281 

52WeekH/L(INR) 178/51 

O/s Shares (Mn) 12580.3 

Market Cap (INR 
bn) 

757 

Face Value (INR) 5 

Average volume 
 

3 months 32,467 

6 months 21,258 

1 year 17,140 

Relative Price Chart 

Company Overview  

Oil and Natural Gas Corporation Limited specializes in the exploration and production of crude oil and 

gas. ONGC is the largest crude oil and natural gas Company in India, contributing around 75 per cent 

to Indian domestic production. The Company has joint ventures in oil fields in Vietnam, Norway, 

Egypt, Tunisia, Iran and Australia. 

 

Investment Rationale  

 

KG98/2 block to commence gas production from current month 

Gas production is scheduled to start from 18th February from the KG-DWN-98/2 block. The produc-

tion volumes are expected to get streamlined in about 6 months’ time and this should help improve 

the overall production levels from FY21 onwards. However, management has not provided any guid-

ance on the volumes as of now. 

 

Volatility in Crude prices and Production cut to impact in near term 

The Crude oil prices remained weak throughout the year, and the recent Coronavirus outbreak has 

made the markets more volatile. Total crude oil production during the quarter dropped 3.5% YoY to 

5.823 mmt and total gas production stood at 6.173 bcm (vs. 6.691 in Q3FY19). Average Brent crude 

prices remained largely stable during Q3FY20, which resulted in net realisations at US$59.7/bbl. In 

the ongoing quarter global crude oil prices declined sharply after the Coronavirus outbreak and other 

geopolitical events. Nil subsidy last year and the recent decline in oil prices makes us believe there 

would be nil subsidy.  

 

Valuation and Outlook 

The crude oil prices are expected to remain volatile in the short-term due to the coronavirus outbreak. 

The production uptick is expected once the output from K98/2 block is normalized. We recommend 

BUY rating on the stock with a target price of INR 77 based on SOTP methodology. We value core 

business i.e. standalone & OVL at PE multiple of 3.5x FY22E earnings & investments at INR 20/share 

(50% discount to current MCap). 
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Source: Company, BP Equities Research 

Key Financials 

YE March (Rs. mn)  FY17   FY18   FY19   FY20E   FY21E  

Total Income     85,004         1,09,654      98,680       1,00,122      1,03,626  

Revenue Growth (Y-oY) -74.4% 29.0% -10.0% 1.5% 3.5% 

Profit Before Tax 44,838     58,260     52,760    50,161         51,917  

Growth (Y-o-Y) -29.1% 29.9% -9.44% -4.93% 3.50% 

Net Profit    19,945     26,715   21,830       19,924  20,518  

Net Profit Growth (Y-o-Y) -55.4% 33.9% -18.3% -8.7% 3.0% 

EPS 15.9 21.2 17.4 15.8 16.3 

Diluted EPS Growth (Y-o-Y) -23.3% 33.9% -18.3% -8.7% 3.0% 

Key Ratios 

EBIDTA (%) 52.7% 53.1% 53.5% 50.1% 50.1% 

NPM (%) 23.5% 24.4% 22.1% 19.9% 19.8% 

RoE (%) 10.3% 13.2% 10.0% 8.7% 8.4% 

RoCE (%) 20.5% 25.9% 23.0% 21.1% 21.0% 

Valuation Ratios 

P/E (x) 4.1x 3.0x 3.7x 4.1x 3.9x 

EV/EBITDA 2.4x 1.8x 1.8x 1.7x 1.5x 

P/BV (x) 0.4x 0.4x 0.4x 0.4x 0.3x 

Market Cap. / Sales (x) 1.0x 0.7x 0.8x 0.8x 0.8x 
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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 inadvert-
ent 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, fitness 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-
vent us from doing so.  

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by any person in any 
locality, state and country or other jurisdiction where such distribution, publication or use would be contrary to the law or regulation or 
would subject to BP EQUITIES Pvt. Ltd or any of its affiliates to any registration or licensing requirement within such jurisdiction. 
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Corporate Office:  
4th floor,  
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