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BUY 
TP Rs1,150 
CMP Rs995 

Petchem volume growth - a positive surprise 

Reliance Industries 
Potential upside / downside +16% 
Previous Rating BUY 

Summary 

 RIL came out with a healthy set of numbers in Q4FY18 which was in-line with our 

estimates. Robust performance from its Petrochemicals and Retail division was 

offset by disappointing result by refinery and Jio. 

 Petchem reported highest ever volume of 8.8MMT (+10% QoQ) as ROGC fully 

optimized during the quarter. Petchem EBIT margin expanded 356bps YoY to 17.2%, 

resulted to highest ever EBIT of Rs63.4 bn. However, lower crude throughput (-5% 

YoY) and lower GRM of US$11/bbl vs US@11.5/bbl hurt refinery profits. Also, lower 

ARPU (11% fall QoQ) to Rs137 impacted Jio profits negatively.  

 We are raising FY19/FY20 EPS estimates by 6% on the back of strong Petchem 

performance to Rs64.8/69 respectively. Therefore, we are raising our TP to Rs1,150 

from Rs1,100. Maintain BUY.  

Key Highlights and Investment Rationale 

 Petchem business in the driving seat; Jio, Refinery disappoints 

RIL’s consol revenue/EBITDA/PAT grew 38%/51%/17.4% YoY to Rs1,169/185/94 bn, 

in-line with our expectation. GRM decreased 5% YoY to US$11/bbl vs our estimates of 

US$11.3/bbl. Due to optimization of ROGC, RIL reported 10% QoQ higher volume and 

highest-ever Petchem EBIT of Rs63.4 bn, ahead of our estimates. Jio reported 

subscriber base of 187mn (+26.5mn net addition QoQ) and ARPU of Rs137 (-11% 

QoQ).  Retail also reported over 134% YoY growth in revenue to Rs242 bn 291% 

growth in PAT to Rs9.5 bn in Q4FY18. 

 Raising TP to Rs1,150 from Rs1,100; Maintain BUY 

RIL started DTA gasification plant while stabilization and optimization would take 

another 3-6 months. We expect it to start contributing in bottom-line from H2FY19. 

We are raising FY19/FY20 EPS estimates by 6% on the back of strong Petchem 

performance to Rs64.8/69 respectively. Therefore, we are raising our TP to Rs1,150 

from Rs1,100. Maintain BUY. 

 Raising TP to Rs1,100; Maintain BUY 

 EPS (Rs) FY18E FY19E 

 IDBI Capital 64.8   69.0 

 Consensus 66.2  70.2 

 % difference (2.1)  (1.7) 

 

 

 V/s Consensus 

 Promoters 47.5 

 FII 24.5 

 DII 11.2 

 Public 16.8 

 

Financial snapshot (Rs mn) 

Year FY2016 FY2017 FY2018E FY2019E FY2020E 

Revenue 2,765,440 3,053,820 3,916,770 4,603,481 4,813,801 

EBITDA 442,570 461,940 641,760 790,177 854,239 

EBITDA (%)  16.0   15.1   16.4   17.2   17.7  

Adj. PAT 272,070 298,290 348,700 410,714 437,005 

EPS (Rs)  42.5   45.9   56.8   64.8   69.0  

EPS Growth (%) 16.7   8.0  23.7  14.2   6.4  

PE (x)  25.0   23.2   18.7   16.4   15.4  

Dividend Yield (%)  0.6   0.7   0.6   0.7   0.8  

EV/EBITDA (x)  11.4   10.9   7.8   6.4   5.9  

RoE (%)  11.8   11.8   12.5   13.2   12.5  

RoCE (%)  7.7   7.7   8.9   10.1   10.0  

Source: Company; IDBI Capital Research 

April 30, 2018 

  -1m -3m -12m 

 Absolute 10.4   3.1   40.5 

 Rel to Sensex 5.4   6.8   25.3 
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Key highlights of Analyst-Meet 

Refinery 

 Lower crude throughput was mainly due to plant turnaround in the month of March and maintenance of a CDU. 
 Weaker light distillate was offset by stronger middle distillates. Also, added a new value additive crude in its basket. 
 Oil demand growth is expected to be 1.5mbpd while new refinery capacity addition is estimated to be 0.8mbpd in 

2018, which would keep GRMs healthy in near to medium term. 
 Currently operating with 1,313 retail outlets and planning to operate with 1,890 outlets (primarily highways) over 

the next two-to-three years. 4.3% is market share in retail auto fuel avg for FY18. Exit rate 4.6%. Bulk market share 
7.5% in FY18 vs 5.5% in FY17. 

Petrochemicals 

 Refinery Off-Gas Cracker (ROGC) is optimally utilized in Q4FY18 which boosted overall volume during the quarter. 
 DTA Gasification (4 gasifiers) has been started and currently under stabilization and optimization while SEZ 

Gasification (6 gasifiers) is under commissioning. The company expects it to commission commercially within 3 to 6 
months. 

 The company has guided for average production of ~9mmt/quarter for FY19 compared to 8.8mmt in Q4FY18. 

Oil & Gas 

 Current production at KG d6 is 4.3mmscmd of gas and 1,865bopd of oil while 4.7mmscmd and 14,500bopd from 
PMT and 1.04mmscmd from CBM fields. 

 MC approved development plan for other satellite and MJ field and revised development plan for satellite field. 
Satellite and other satellite to be developed together in an integrated manner as a satellite cluster projects. 

 Drilling activities to start from Q2FY19 in R-clusters. Production is expected to start from mid-2020 with a planned 
plateau production rate of 12 mmscmd. Satellite clusters are likely to touch a peak production of 6-7mmscmd while 
rest from MJ field to achieve a total output target of 32-35mmscmd.by 2021-22. 

Reliance Jio 

 The company achieved gross addition of 17.9 mn gross and 26.5mn net subscriber addition during Q4FY18 reaching 
to a total subscriber base of 186.6 mn. Churn ratio of 0.25% is one of the lowest in the industry. 

 506cr GB data consumption during Q4FY18 translates to ~9.7GB/user/month which accounts for 81% of total 
industry 4G data traffic. 

 Lower ARPU was owing to the tariff drop from its competitors. Further, the company is planning to invest nearly 
Rs500 bn towards Fibre to the home and Enterprise services which is expected to roll out soon. 

 No guidance for any capex plan for FY19/20. 

saket.karan
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Exhibit 1: Actual vs. estimates 

Year to March Actual Estimated Variance (%) 

Net sales 1,169,150 1,058,986 10.4  

EBITDA 184,690 179,573 2.8  

EBITDA margin (%) 15.8 17.0 (116bps) 

Adj net income 94,350 95,354 (1.1) 

FDEPS (Rs) 15.9 16.1 (1.1) 

Source: Company; IDBI Capital Research 

 

Exhibit 2: Quarterly performance: Standalone (Rs mn) 

Year-end: March Q4FY18 Q4FY17 % Chg YoY Q3FY18 % ChgQoQ 

Net sales 840,370 671,460 25.2  732,560 14.7  

Expenditure  706,120 558,660 26.4  595,120 18.7  

EBITDA 134,250 112,800 19.0  137,440 (2.3) 

EBITDA margin (%) 16.0 16.8 (82bps) 18.8 (279bps) 

Other income 26,210 13,710 91.2  16,240 61.4  

Interest   14,600 2,350 521.3  10,940 33.5  

Depreciation 26,790 24,090 11.2  24,750 8.2  

PBT  119,070 100,070 19.0  117,990 0.9  

Tax 32,100 18,560 73.0  33,450 (4.0) 

PAT 86,970 81,510 6.7  84,540 2.9  

EPS (Rs)  13.7 12.9 6.7  13.3 2.9  

Source: Company; IDBI Capital Research 
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Exhibit 3: Quarterly performance: Consolidated (Rs mn) 

Year-end: March Q4FY18 Q4FY17 % Chg YoY Q3FY18 % Chg QoQ 

Net sales 1,169,150 848,230 37.8  998,100 17.1  

Expenditure  984,460 725,900 35.6  822,220 19.7  

EBITDA 184,690 122,330 51.0  175,880 5.0  

EBITDA margin (%) 15.8 14.4 138  17.6 (182) 

Other income 22,030 19,360 13.8  22,180 (0.7) 

Interest   25,660 5,560 361.5  20,950 22.5  

Depreciation 48,520 33,540 44.7  45,300 7.1  

PBT  132,540 102,590 29.2  131,810 0.6  

Tax 26,900 17,950 49.9  26,340 2.1  

Share of associates (80) (50) 60.0  390 (120.5) 

Minority shares 240 130 84.6  220 9.1  

Reported PAT 94,350 80,400 17.4  94,230 0.1  

Reported EPS (Rs)  15.9 13.6 17.3  15.9 0.1  

Source: Company; IDBI Capital Research 

 

Exhibit 4: Change in estimates  

Key parameters 
FY19E FY20E 

Old New % Chg Old New % growth 

Revenue (Rs mn) 3,819,119 4,603,481 20.5  3,904,599 4,813,801 23.3  

EBITDA (Rs mn) 731,440 790,177 8.0  754,800 854,239 13.2  

EBITDA margin (%) 19.2 17.2 (199bps) 19.3 17.7 (159bps) 

Net profit (Rs mn) 387,524 410,714 6.0  412,943 437,005 5.8  

EPS (Rs) 61.2           64.8  6.0  65.2           69.0  5.8  

Source: Company; IDBI Capital Research 
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Exhibit 5: Segmental performance - Standalone   (Rs mn) 

Year-end: March Q4FY18 Q4FY17 % Chg YoY Q3FY18 % ChgQoQ 

Gross turnover 1,683,490 1,136,600 48.1  1,411,820 19.2  

Petrochemicals 381,130 264,780 43.9  337,260 13.0  

Refining 935,190 720,450 29.8  758,650 23.3  

Oil & gas 7,460 13,090 (43.0) 16,310 (54.3) 

Organised Retail 241,830 103,320 134.1  187,980 28.6  

Digital Services (Jio) 84,210 - - 81,360 3.5  

Others 33,670 34,960 (3.7) 30,260 11.3  

A   

     EBIT 147,240 96,670 52.3  138,380 6.4  

Petrochemicals 64,350 34,410 87.0  57,530 11.9  

Refining 56,070 62,940 (10.9) 61,650 (9.1) 

Oil & gas (6,000) (4,860) 23.5  (2,910) 106.2  

Organised Retail 9,510 2,430 291.4  4,870 95.3  

Digital Services (Jio) 14,950 - - 14,400 3.8  

Others 8,360 1,750 377.7  2,840 194.4  

A  

     EBIT margin (%) 8.7 8.5 24bps  9.8 (106bps) 

Petrochemicals 16.9 13.0 389bps  17.1 (17bps) 

Refining 6.0 8.7 (274bps) 8.1 (213bps) 

Oil & gas (80.4) (37.1) - (17.8) - 

Organised Retail 3.9 2.4 158bps  2.6 134bps  

Digital Services (Jio) 17.8 - - 17.7 5bps  

Others 24.8 5.0 1,982bps  9.4 1,544bps  

Source: Company; IDBI Capital Research 
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Financial Summary 

 

 

 

 

 

 

 

 

 

 

 

  

Profit & Loss Account                                      (Rs mn) 

Year-end: March FY17 FY18 FY19E FY20E 

Revenue 3,053,820 3,916,770 4,603,481 4,813,801 

Growth (%) 10.4 28.3 17.5 4.6 

EBITDA 461,940 641,760 790,177 854,239 

Growth (%) 4.4 38.9 23.1 8.1 

Depreciation &Amortisation 116,460 167,060 214,280 250,677 

EBIT 345,480 474,700 575,897 603,562 

Growth (%) 10.2 37.4 21.3 4.8 

Interest 38,490 80,520 106,059 112,041 

Other income 94,430 88,620 93,051 97,704 

EBT 401,420 493,670 562,889 589,225 

Income taxes 102,010 133,460 151,480 151,480 

Effective tax rate (%) 25.4 27.0 26.9 25.7 

Extra-ordinary items - 10,870 - - 

Min int / inc from assoc 1,120 640 695 740 

Reported net income 298,290 359,570 410,714 437,005 

Adjustments - 10,870 - - 

Adjusted net income 298,290 348,700 410,714 437,005 

Growth (%) 9.6 16.9 17.8 6.4 

Shares outstanding (mn) 6,502.0 6,335.0 6,335.0 6,335.0 

Reported EPS (Rs) 45.9 56.8 64.8 69.0 

Growth (%) 8.0 23.7 14.2 6.4 

DPS (Rs) 6.5 6.0 7.0 8.0 

 

Cash Flow Statement   (Rs mn) 

Year-end: March FY17 FY18 FY19E FY20E 

Net income + Depreciation   414,750  526,630  624,994  687,682  

Non-cash adjustments   (176,704)  261,235   8,855   29,474  

Changes in working capital   396,514   162,652  61,023  14,849  

Cashflow from operations  634,560   950,517  694,872  732,005  

Capital expenditure  (849,989) (842,500) (529,780) (300,000) 

Change in investments  (14,570)  (44,720)  -   -  

Other investing cashflow  -   -   -   -  

Cashflow from investing  (864,559) (887,220) (529,780) (300,000) 

Issue of equity  220   40   -   -  

Issue/repay debt   177,220   (20,720)  (3,720)  (3,592) 

Dividends paid   (29,181)  (30,297)  (34,972)  (40,029) 

Other financing cashflow  -   -   -   -  

Change in cash & cash eq (81,740) 12,320   126,400  388,384  

Closing cash & cash eq  30,230   42,550   168,950  557,334  
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Balance Sheet (Rs mn) 

Year-end: March FY17 FY18 FY19E FY20E 

Cash and cash eq  30,230   42,550  168,950   557,334  

Accounts receivable  81,770  175,550  206,139  215,508  

Inventories   534,600   608,370  715,033  747,701  

Others current assets   403,890   548,570   645,720   720,446  

Investments   783,900   828,620   828,620   828,620  

Gross fixed assets   3,248,392   4,887,542   6,387,542   6,987,542  

Net fixed assets  1,688,220   3,160,310   4,446,022   4,795,344  

CWIP   3,248,370  1,870,220   900,000   600,000  

Intangible assets  297,040   878,540   878,540   878,540  

Deferred tax assets, net   (211,980)  (245,430) (289,310) (333,190) 

Other assets  -   -   -   -  

Total assets  6,856,040  7,867,300   8,499,715   9,010,303  

Accounts payable  765,950   1,068,610   1,163,895   1,217,070  

Other current liabilities  1,344,500  1,539,030   1,716,792  1,795,228  

Provisions  41,200  41,380  41,883   42,396  

Debt funds  1,836,760   1,816,040   1,812,320  1,808,728  

Other liabilities   230,540  467,180   466,485   465,745  

Equity capital  59,180   59,220   59,220   59,220  

Reserves & surplus  2,577,910   2,875,840  3,239,120   3,621,915  

Shareholder's funds   2,637,090   2,935,060   3,298,340   3,681,135  

Total liabilities  6,856,040  7,867,300   8,499,715   9,010,303  

BVPS (Rs)  445.6  495.6  557.0   621.6  

Source: Company; IDBI Capital Research 

 

Financial Ratios 

Year-end: March FY17 FY18 FY19E FY20E 

Profitability & Return ratios (%) 
    

EBITDA margin 15.1   16.4   17.2   17.7  

EBIT margin   11.3  12.1   12.5   12.5  

Net profit margin   9.8   8.9   8.9  9.1  

ROE  11.8   12.5   13.2   12.5  

ROCE   7.7   8.9  10.1   10.0  

Working Capital & Liquidity Ratios         

Receivables (days)  8   12   15   16  

Inventory (days)  86  78  76   81  

Payables (days)   118  125  128   131  

Current ratio (x)   0.5   0.5   0.6   0.7  

Quick ratio (x)  0.1  0.1  0.1   0.3  

Turnover & Leverage ratios (x)         

Gross asset turnover  1.0  1.0   0.8   0.7  

Total asset turnover   0.5   0.5   0.6   0.5  

Interest coverage ratio   9.0   5.9   5.4   5.4  

Adjusted debt/equity   0.4   0.4   0.3   0.3  

Valuation ratios (x)         

EV/Sales  1.6  1.3   1.1  1.0  

EV/EBITDA   10.9   7.8   6.4   5.9  

P/E  23.2   18.7   16.4   15.4  

P/BV   2.4  2.1  1.9  1.7  
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Notes 
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