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 4QFY17E RESULTS PREVIEW 

4QFY17E: Mixed Performance 
 Top picks: GAIL is our top pick. Higher petchem volumes, lower gas 

prices and rising gas volumes will improve profitability. 

 Steady crude prices: Crude prices remain strong on the back of 
continuation of supply cuts by OPEC and non-OPEC countries (excluding 
the US). Oil prices rose by 7% QoQ to USD 54.6/bbl in 4QFY17. We 
expect no major impact on inventory in Q4. 

 Stable GRM: Strong margins in light distillates have partially negated the 
weakness in middle and heavy distillates. Singapore complex GRM was 
USD 6.4/bbl (-4% QoQ) in Q4. A strengthening INR (+1% QoQ vs. USD) 
will further negatively impact the refining earnings.  

 Downstream: Results will be weak sequentially, led by (1) A fall in GRM, 
(2) Strong INR, and (3) Absence of huge inventory gains that OMCs 
enjoyed in 3QFY17. Our top pick is IOC. 

 Upstream players: Oil prices remain strong. However, domestic natural 
gas prices were muted. Volumes will be flat for ONGC and Oil India. We 
expect crude prices to remain range-bound at ~USD 55/bbl. We see 
potential in both ONGC and OIL, if crude prices remain stable. We are 
upgrading ONGC and Oil India to BUY.  

 RIL: The performance of the refining and petchem segments will be 
strong. However, post the recent rally in stocks, we see a limited upside. 
It is very difficult to ascertain returns on the huge investments made in 
the telecom space. We downgrade RIL to NEUTRAL. 

 Gas players 

 GAIL: The company will benefit from higher gas volumes and 
improving profits in the petchem and LPG segments.  

 IGL: We expect flat QoQ performance.  

 Petronet LNG: We expect a sequential flat performance. Source: Bloomberg, Industry reports, HDFC sec Inst Research 

Singapore Complex GRM 
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 4QFY17E RESULTS PREVIEW 

4QFY17E: Mixed Performance 

COMPANY 
4QFY17E 

 OUTLOOK 
WHAT’S LIKELY KEY MONITORABLES 

Reliance Industries  AVERAGE 

 GRM should be at ~USD 10.5/bbl (vs 10.8 QoQ) 

 Petrochemical volumes should increase QoQ. 

Petchem margins will remain healthy 

 Clarity on project commissioning schedule 

 Clarity on telecom venture 

ONGC GOOD 

 Volumes will be flat  

 Crude prices are up 54% YoY and gas prices are 

down 35% YoY 

 We expect subsidy sharing to be nil 

 Commentary on volume ramp-up 

 Guidance on future capex 

 Outlook on OVL performance and acquisition 

plans 

Indian Oil Corporation   AVERAGE 

 Results are not comparable owing to inventory, 
forex and under-recovery impact 

 GRM should be ~USD 4.0/bbl  

 Higher interest/depreciation costs (Paradeep ref.) 

 Status of Paradeep refinery capacity utilisation 

 Commentary on petchem margins 

 Guidance on future capex 

BPCL BAD 

 GRM should be ~USD 4.5/bbl 

 Interest costs will remain muted 

 There should be no sharing of subsidy 

 Clarity on Mozambique upstream development 

 Guidance on future capex 

 Outlook on GRM 

GAIL India    VERY  GOOD 

 Gas volumes will be strong at ~103 mmscmd (+3% 

YoY), led by increased RLNG volumes 

 Petchem profitability will be strong ,owing to 

higher volumes and margins 

 Opex in petchem with increasing utilisation 

 Clarity on pipeline tariff increase 

 Guidance on future capex 

HPCL  BAD 

 Results are not comparable owing to inventory, 
forex and under-recovery impact 

 GRM should be ~USD 6.5/bbl led by inventory 

gains 

 There should be no sharing of subsidy 

 Clarity on marketing margin expansion 

 Guidance on future capex 
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4QFY17E: Mixed Performance 

COMPANY 
4QFY17E  

OUTLOOK 
WHAT’S LIKELY KEY MONITORABLES 

Petronet LNG   GOOD 

 Dahej volumes should be robust at ~3.4 mnT 

(+13% YoY, -10% QoQ).  

 Re-gasification margins will be higher by +5% YoY 

 We expect spot margins of Rs 10/scm 

 Clarity on offtake from expanded Dahej facility  

 Clarity on Kochi-Mangalore-Bangalore pipeline  

Oil India AVERAGE 

 Volumes will be flat  

 Crude prices are up 54% YoY and gas prices are 

down 35% YoY 

 We expect subsidy sharing to be nil 

 Commentary on volume ramp-up 

 Guidance on future capex and commentary on 

the recent E&P acquisitions  

Indraprastha Gas   GOOD 

 Volumes will be ~4.6 mmscmd (13/1% YoY/QoQ), 

led by both CNG and the industrial segments 

 Strong EBITDA margin at Rs 5.8/scm (+12% YoY) 

 Outlook on newer geographies 

 Growth guidance  
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4QFY17E: Financial Summary 

Source : Company, HDFC sec Inst Research 

COMPANY 
NET SALES (Rs bn) EBITDA (Rs bn) EBITDA Margin (%) APAT (Rs bn) Adj. EPS 

 4Q 
FY17E  

QoQ  
(%) 

YoY   
(%) 

 4Q 
FY17E  

QoQ  
(%) 

YoY   
(%) 

 4Q 
FY17E  

QoQ  
(bps)  

YoY  
(bps)  

 4Q 
FY17E  

QoQ  
(%) 

YoY   
(%) 

 4Q 
FY17E  

 3Q 
FY17  

4Q 
FY16 

Reliance Industries  632.1 2.3 26.5 106.3 0.2 2.8 16.8 (34) (388) 81.4 1.5 12.7 25.1 24.8 22.3 

ONGC  202.4 1.1 24.7 104.1 0.4 66.0 51.4 (39) 1,279 50.0 15.0 21.1 3.9 3.4 3.2 

Indian Oil Corp   986.6 6.0 22.6 68.6 (13.7) 69.7 7.0 (158) 193 33.0 (17.4) 165.9 6.8 8.2 2.6 

BPCL  568.8 6.2 28.7 19.9 (39.9) (42.8) 3.5 (269) (439) 11.5 (49.3) (54.8) 8.0 15.7 17.6 

GAIL India   120.6 (0.6) 2.8 19.5 13.1 59.5 16.2 195 575 11.7 19.3 52.3 6.9 5.8 4.6 

HPCL  559.9 15.3 32.7 20.1 (28.4) (24.6) 3.6 (219) (272) 10.2 (35.5) (34.0) 10.1 15.6 15.3 

Petronet LNG   56.6 (10.1) (6.7) 6.1 0.5 33.1 10.8 113 322 3.9 (2.3) 59.8 5.2 5.3 3.2 

Oil India  26.7 9.3 33.0 8.7 18.6 17.4 32.6 257 (432) 5.6 22.1 (10.4) 6.9 5.7 7.7 

Indraprastha Gas   9.7 2.6 9.6 2.5 (0.6) 24.7 25.3 (80) 306 1.4 (1.8) 32.1 10.2 10.3 7.7 

Aggregate Oil &Gas  3,163.5 5.9 24.7 355.8 (7.2) 20.9 11.2 (159) (35) 208.8 (6.0) 13.2 
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Peer Valuation 

  
  

MCap 
(Rs bn)  

CMP 
 (Rs) 

RECO 
TP 

(Rs) 

EPS (Rs/sh) P/E (x) P/BV (x) ROE (%) 

 FY17E   FY18E  FY19E   FY17E   FY18E  FY19E   FY17E   FY18E  FY19E   FY17E   FY18E  FY19E  

Reliance Industries  4,387 1,354 NEU 1,225 91.2 103.2 117.7 14.8 13.1 11.5 1.7 1.5 1.3 11.7 12.0 12.3 

ONGC  2,396 187 BUY 228 14.2 15.3 16.8 13.1 12.2 11.1 1.5 1.4 1.3 11.7 12.0 12.4 

Indian Oil Corp   1,987 409 BUY 425 39.5 41.1 40.3 10.4 9.9 10.2 2.4 2.1 1.9 24.4 22.3 19.3 

BPCL  1,037 717 NEU 730 52.1 54.1 60.7 13.8 13.3 11.8 3.4 3.0 2.6 26.1 24.1 23.8 

GAIL India   640 378 BUY 450 22.2 29.3 31.1 17.1 12.9 12.2 1.9 1.8 1.6 11.8 14.4 14.0 

HPCL  552 542 BUY 650 54.5 53.9 51.9 9.9 10.1 10.5 2.7 2.5 2.2 28.8 25.8 22.5 

Petronet LNG   323 430 BUY 485 20.8 25.3 30.3 20.7 17.0 14.2 4.3 3.7 3.1 22.6 23.3 23.6 

Oil India  267 334 BUY 370 26.0 25.8 25.8 12.8 12.9 12.9 1.2 1.1 1.1 9.2 8.8 8.5 

Indraprastha Gas   145 1,036 BUY 1,227 40.9 45.0 50.7 25.3 23.0 20.4 5.1 4.3 3.7 21.7 20.4 19.7 

Source : Company, HDFC sec Inst Research 
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Research Analyst or his relative or HDFC Securities Ltd. or its associate does not have any material conflict of interest.   
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If this report is inadvertently send or has reached any individual in such country, especially, USA, the same may be ignored and brought to the attention of the sender. This document may 
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derived from them. In addition, investors in securities such as ADRs, the values of which are influenced by foreign currencies effectively assume currency risk.  
It should not be considered to be taken as an offer to sell or a solicitation to buy any security. HDFC Securities Ltd may from time to time solicit from, or perform broking, or other services 
for, any company mentioned in this mail and/or its attachments. 
HDFC Securities and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell the securities of the 
company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial 
instruments of the company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may have any other potential conflict of interests with respect to any 
recommendation and other related information and opinions. 
HDFC Securities Ltd, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments made or any 
action taken on basis of this report, including but not restricted to, fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the 
dividend or income, etc. 
HDFC Securities Ltd and other group companies, its directors, associates, employees may have various positions in any of the stocks, securities and financial instruments dealt in the 
report, or may make sell or purchase or other deals in these securities from time to time or may deal in other securities of the companies / organizations described in this report. 
HDFC Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any 
other assignment in the past twelve months.  
HDFC Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this 
report for services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a 
merger or specific transaction in the normal course of business. 
HDFC Securities or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the 
research report. Accordingly, neither HDFC Securities nor Research Analysts have any material conflict of interest at the time of publication of this report. Compensation of our Research 
Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions. HDFC Securities may have issued other reports that are inconsistent with 
and reach different conclusion from the information presented in this report.  
Research entity has not been engaged in market making activity for the subject company. Research analyst has not served as an officer, director or employee of the subject company. We 
have not received any compensation/benefits from the subject company or third party in connection with the Research Report. HDFC Securities Ltd. is a SEBI Registered Research Analyst 
having registration no. INH000002475 

Rating Definitions    

BUY  :   Where the stock is expected to deliver more than 10% returns over the next 12 month period 

NEUTRAL :   Where the stock is expected to deliver (-) 10% to 10% returns over the next 12 month period 

SELL  :   Where the stock is expected to deliver less than (-) 10% returns over the next 12 month period 
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