
 

 

 

 

 

IC
IC

I 
S

e
c
u
r
it

ie
s
 –

 R
e
t
a
il
 E

q
u
it

y
 R

e
s
e
a
r
c
h
 

 

 

R
e
s
u
lt

 U
p
d
a
t
e
 

 

July 2, 2020 

CMP: | 82    Target: | 80 (-2%)     Target Period:  12  months  

Oil & Natural Gas Corporation (ONGC) 

 HOLD 

 

Impairment loss dents profits... 

ONGC declared its Q4FY20 results, which were below our estimates on the 

profitability front mainly on account of high impairment loss and exploratory 

write-offs. Revenues fell 9.5% QoQ to | 21456.2 crore (our estimate:  

| 21065.9 crore) due to lower realisations at US$ 49/bbl. While oil production 

was in line with estimates, gas production was marginally lower. EBITDA 

during the quarter declined 30.2% QoQ and came in at | 8587.9 crore (our 

estimate: | 10678.3 crore) on account of higher other expenditure. 

Exploratory, DD&A expenses at | 8037 crore and an exceptional loss of  

| 4899.1 crore towards impairment of assets due to a fall in oil prices led to 

a net loss of | 3098.3 crore. 

Realisations trend important, going forward… 

Average Brent crude prices fell significantly during Q4FY20, leading to net 

realisations at US$49/bbl. Following a sharp decline in crude oil prices 

towards the end of the quarter, the company assessed the impact of spread 

of Covid-19 on business activities and recorded impairment loss of | 4899.1 

crore due to a fall in oil prices. In Q1FY21E, global crude oil prices remained 

volatile. Brent oil prices declined up to US$20/bbl while closing Brent oil 

price was ~US$40/bbl. Going ahead, we model net realisation of US$38/bbl 

for FY21E, US$ 48.5/bbl FY22E at Brent oil prices of US$39.5/bbl, US$50/bbl, 

respectively, taking into account recent volatility and sharp recovery in May 

in global oil prices. We estimate gas realisation at US$2.6/mmbtu for 

H1FY21E following the downwards revision in APM gas prices in Q1FY21E. 

Declining output continues to remain a concern 

Oil production during the quarter declined 1.4% YoY and was flat QoQ at 5.8 

MMT (5.3 MMT for ONGC, 0.6 MMT for PSC-JVs). Natural gas production 

also declined 7.9% YoY while it declined 2.2% QoQ to 6 BCM (5.9 BCM for 

ONGC, 0.2 BCM for PSC-JVs). Considering slower than anticipated ramp up 

and impact of lockdown in Q1FY21E, we marginally revise our oil output 

estimates, for FY21E. Factoring in the same, we expect ONGC’s oil output at 

20.8 MMT + 2.6 MMT (JV) in FY21E with gas output at 24 BCM+0.9 BCM 

(JV) during the same period. For FY22E, we estimate increase in oil output 

at 21.1 MMT + 2.8 MMT (JV) with gas output at 26.4 BCM + 1.1 BCM. 

Valuation & Outlook 

Oil price movement is very important for ONGC's performance, going ahead. 

We model oil prices of US$39.5/bbl for FY21E and US$50/bbl for FY22E, 

given the current oil market scenario. Although oil prices saw some recovery 

in May, they are still lower, which will affect ONGC’s profitability. Oil output 

growth is also lower on a sustainable basis. Considering these factors, we 

upgrade the stock from REDUCE to HOLD rating with a target price of | 80. 

We value core business i.e. standalone & OVL at | 63/share (6x FY22E core 

earnings) & investments at | 17/share (50% discount to current MCap). 

  

 

Key Financial Summary 

 

 Key Financials   FY17   FY18   FY19E   FY20E   FY21E   CAGR (FY19-21E)  

 Revenue (| crore)             2,239.1             2,452.9             3,056.8             3,362.8             3,578.1                                          8.2  

 EBITDA (| crore)                644.2                780.6                885.5             1,089.6             1,106.3                                         11.8  

 PAT (| crore)                393.4                477.9                546.5                818.2                762.9                                         18.2  

 EPS(|)                 39.8                 48.4                 55.3                 82.8                 77.2    

 P/E (x)                 25.3                 20.8                 18.2                 12.2                 13.0    

 P/Book (x)                   5.4                   4.7                   4.1                   3.3                   2.9    

 RoCE (%)                 29.8                 31.9                 31.5                 31.5                 27.1    

 RoE (%)                 21.4                 22.8                 22.7                 27.5                 22.0    

sss s  

(Ye ar -e n d  March ) FY18 FY19 FY20E FY21E FY22E C AG R (FY19-22E)

Revenues  (₹ crore) 85,004.1       1,09,654.6    96,213.6       65,999.8       82,500.3       (9.0)                                      

EBITDA  (₹ crore) 44,256.8       59,462.7       49,288.2       25,826.1       40,555.6       (12.0)                                    

Net Prof it (₹ crore) 19,945.3       26,715.8       13,220.8       3,138.5         13,672.0       (20.0)                                    

EPS (₹) 15.5              21.2              10.5              2.5                10.9              

P/E (x) 5.3                3.9                7.8                32.9              7.5                

Price / Book (x) 0.5                0.5                0.5                0.5                0.5                

EV /EBITDA  (x) 2.9                2.1                2.6                5.5                3.6                

RoCE (% ) 10.4              15.6              9.2                0.0                5.7                

RoE (% ) 10.3              13.2              6.3                1.5                6.3                

Source: Company, ICICI Direct Research 

 

Particulars 
Ss 

s

Par ticu lar Am o u n t

Market Capita liz ation (₹ Crore)1,03,158.5 

Tota l Debt (FY 19) (₹ Crore) 21,593.6    

Cash and Inves tments  (FY 19)  (| Crore)504.1         

EV  (₹ Crore) 1,24,248.1 

52 w eek H/L 169/52

Equity capita l (₹ Crore) 6,290.2      

Face va lue (₹) 5.0             
ss 

 

 
 

Key Highlights 

 Results were below our estimates on 

profitability front mainly on account of 

high impairment loss and exploratory 

write-offs. 

 Factor in oil prices at US$ 39.5/bbl and 

US$ 50/bbl in FY21E and FY22E 

respectively    

 Upgrade to HOLD rating on stock with 

target price of | 80 /share 
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Result Update | Oil & Natural Gas Corporation 

Exhibit 1: Variance Analysis 

Q 4FY20 Q 4FY20E Q 4FY19 Yo Y (%) Q 3FY20 Q o Q  (%) C o m m e n ts

Tota l Revenues 21,456.2 21,065.9 26,758.5 -19.8 23,710.1 -9.5 Low er revenues  Q oQ  due to low er rea lisations

Raw  materia ls  cos ts 1,056.0 625.0 657.0 60.7 463.4 127.9

Employees  Cos t 611.5 822.0 782.8 -21.9 667.4 -8.4

O ther Expenses 11,200.8 8,940.7 12,947.6 -13.5 10,281.0 8.9 Higher than es timates

Tota l Expenditure 12,868.3 10,387.6 14,387.4 -10.6 11,411.8 12.8

EBITDA 8,587.9 10,678.3 12,371.0 -30.6 12,298.3 -30.2

EBITDA  margins  (% ) 40.0 50.7 46.2 -621 bps 51.9-1184 bps

Depreciation 8,037.0 5,588.0 8,508.4 -5.5 7,075.9 13.6

EBIT 550.9 5,090.3 3,862.7 -85.7 5,222.4 -89.5

Interes t 869.5 651.7 533.7 62.9 626.4 38.8

O ther Income 1,325.6 1,158.2 2,250.3 -41.1 1,402.5 -5.5

Extra O rdinary Item -4,899.1 0.0 0.0 NA 0.0 NA Impairment loss  due to fa ll in oil prices

PBT -3,892.0 5,596.8 5,579.3 -169.8 5,998.6 -164.9

Tota l Tax -793.8 1,511.1 1,534.7 -151.7 1,846.9 -143.0

PA T -3,098.3 4,085.7 4,044.6 -176.6 4,151.6 -174.6
Low er than es tiamtes on account of higher

exploratory cos ts  and impairment loss

Ke y Me tr ics

Exchange rate (|/$) 72.5 72.5 70.5 2.9 71.2 1.8

G ross  rea lisation($/bbl) 49.0 50.5 61.9 -20.9 59.7 -17.9

Net rea lisation ($/bbl) 49.0 50.5 61.9 -20.9 59.7 -17.9 Realisations  decline on low er crude oil prices

O il Production (mmt) 5.8 5.8 5.9 -1.4 5.8 -0.1

G as  Production (mmt) 6.0 6.2 6.6 -7.9 6.2 -2.2 Margina lly  low er than es timates
 

Source: Company, ICICI Direct Research 

 

Exhibit 2: Change in estimates 

(₹ C ro re ) O ld Ne w% C h an g e O ld Ne w% C h an g e C o m m e n ts

Revenue 64541.3 65,999.8 2.3 81227.5 82,500.3 1.6

EBITDA 24680.5 25,826.1 4.6 39316.3 40,555.6 3.2

EBITDA  Margin (% ) 38.2 39.1 89 bps 48.4 49.2 76 bps

PA T 3777.6 3,138.5 -16.9 14241.0 13,672.0 -4.0 Rev ised DD&A  es timates  led to change in es timates

EPS (|) 3.0 2.5 -16.9 11.3 10.9 -4.0

FY21E FY22E

 

Source: Company, ICICI Direct Research 

 

Exhibit 3: Assumptions 

FY19E FY20E FY21E FY22E FY21E FY22E

Exchange rate (|/$) 69.9 70.8 75.0 75.0 74.0 74.0

G ross  rea lisation($/bbl) 70.4 59.8 38.0 48.5 36.0 48.5

Net rea lisation ($/bbl) 70.4 59.8 38.0 48.5 36.0 48.5
Realign es timates  af ter some recovery in global crude 

prices

O il Prodn (Dom) (mmt) 24.2 23.4 23.3 23.9 23.4 23.9 Marginally rev ised es timates  

O il Prodn (O V L ) (mmt) 10.1 9.8 10.2 10.2 10.1 10.2

G as  Prodn (Dom)(mmt) 25.8 24.9 24.9 27.5 25.5 27.5

G as  Prodn (O V L )(mmt) 4.7 5.2 4.9 5.0 5.0 5.5

C o m m e n ts

C u r re n t Ear lie r

 

Source: Company, ICICI Direct Research 
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Result Update | Oil & Natural Gas Corporation 

Story in charts 

Exhibit 4: Oil realisations trend 

  

Source: Company, ICICI Direct Research 

 

Exhibit 5: Production trajectory 

 

Source: Company, ICICI Direct Research 

 

Exhibit 6: Profitability trend (standalone) 

 

Source: Company, ICICI Direct Research 

 

Exhibit 7: Shareholding Pattern 

(in  %) Mar -19 Ju n -19 Se p -19 De c-19 Mar -20

Promoter 64.7 64.3 63.0 62.8 60.4

FII 6.5 7.9 8.2 8.7 7.6

DII 15.7 14.4 16.0 15.7 17.9

O thers 13.2 13.5 12.8 12.8 14.1
 

Source: Company, ICICI Direct Research 
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Result Update | Oil & Natural Gas Corporation 

Financial summary 

Exhibit 8: Profit and loss statement                              | crore 

(Ye ar -e n d  March ) FY19 FY20E FY21E FY22E

Re ve n u e 109654.6 96213.6 65999.8 82500.3

G row th (% ) 29.0 -12.3 -31.4 25.0

(Inc.)/Dec. in s tock trade -166.3 245.2 0.0 0.0

Raw  materia l Cos ts 2223.8 2588.7 2700.0 2720.0

Employee Cos ts 2706.1 2520.3 2646.4 2752.2

Statutory L ev ies 26500.4 22570.8 17732.9 19378.0

O ther Expenditure 18927.8 19000.4 17094.5 17094.5

O p. Expenditure 50191.9 46925.4 40173.7 41944.7

EBIT DA 59462.7 49288.2 25826.1 40555.6

G row th (% ) 34.4 -17.1 -47.6 57.0

Depreciation 24535.5 27524.4 25818.0 25811.6

EBIT 34927.2 21763.8 8.0 14744.0

Interes t 2492.1 2823.7 2936.9 3634.4

O ther Income 7519.0 1261.9 7124.7 7168.5

PBT 39954.0 20202.0 4195.8 18278.1

G row th (% ) 38.3 -49.4 -79.2 335.6

Tax 13238.2 6981.3 1057.3 4606.1

Re p o r te d  PAT  26715.8 13220.8 3138.5 13672.0

G row th (% ) 33.9 -50.5 -76.3 335.6

EPS 21.2 10.5 2.5 10.9
 

Source: Company, ICICI Direct Research 

Exhibit 9: Cash flow statement                                     | crore 

(Ye ar -e n d  March ) FY19 FY20E FY21E FY22E

Prof it a f ter Tax 26,715.8 13,220.8 3,138.5 13,672.0

A dd: Depreciation 24,535.5 27,524.4 25,818.0 25,811.6

A dd: O thers 1,811.2 1,500.0 1,500.0 1,500.0

Cash Prof it 42,759.2 34,885.7 27,512.7 33,624.2

Increase/(Decrease) in CL 3,586.2 -14,149.6 -7,122.2 3,116.6

(Increase)/Decrease in CA-7,907.2 5,966.2 3,627.8 -2,961.4

C F fro m  O p e ratin g  Activitie s  48741.5 34061.7 26962.0 41138.8

Purchase of  F ixed A ssets28,992.8 32,707.4 37,001.0 36,994.6

(Inc)/Dec in Inves tments 849.3 950.7 1,200.0 -500.0

O thers 0.0 0.0 0.0 0.0

C F fro m  In ve s tin g  Activitie s  -28,143.5 -31,756.7 -35,801.0 -37,494.6

Inc/(Dec) in L oan Funds -3,998.6 5,539.0 11,000.0 4,500.0

L ess : Div idend Pa id 10,303.3 7,359.5 2,943.8 7,359.5

Inc/(Dec) in Sh. Cap. & Res .-6,804.7 0.0 0.0 0.0

O thers 0.0 0.0 0.0 0.0

C F fro m  fin an cin g  activitie s  -21,106.6 -1,820.5 8,056.2 -2,859.5

Change in cash Eq. -508.6 484.5 -782.8 784.7

O p. Cash and cash Eq. 1,012.6 504.1 988.6 205.8

C l. C as h  an d  cas h  Eq . 504.1 988.6 205.8 990.5
 

Source: Company, ICICI Direct Research 

Exhibit 10: Balance sheet                                                | crore 

(Ye ar -e n d  March ) FY19 FY20E FY21E FY22E

So u rce  o f Fu n d s

Equity Capita l 6,290.2 6,290.2 6,290.2 6,290.2

Preference Capita l 0.0 0.0 0.0 0.0

Reserves  & Surplus 1,96,702.4 2,02,563.7 2,02,758.4 2,09,070.9

Shareholder's  Fund 2,02,992.6 2,08,853.8 2,09,048.5 2,15,361.1

L oan Funds 21,593.6 27,132.6 38,132.6 42,632.6

Deferred Tax L iability 28,070.4 29,570.4 31,070.4 32,570.4

Well A bandonment Fund 0.0 0.0 0.0 0.0

So u rce  o f Fu n d s 252656.5 265556.8 278251.5 290564.0

Ap p licatio n  o f Fu n d s

Net Block 10,080.6 10,580.6 11,080.6 11,580.6

Capita l WIP 15,523.5 13,706.5 11,889.5 10,072.5

Producing Properties 1,14,338.5 1,18,338.5 1,28,338.5 1,38,338.5

Pre-Producing Properties 19,526.7 22,026.7 24,526.7 27,026.7

Tota l F ixed A ssets 1,59,469.4 1,64,652.4 1,75,835.4 1,87,018.4

Inves tments 84,881.5 83,930.8 82,730.8 83,230.8

Inventories 7,749.2 7,380.8 5,063.0 6,328.8

Debtor 8,440.0 4,367.2 6,082.2 7,302.8

Cash 504.1 988.6 205.8 990.5

L oan & A dvance, O ther CA41190.7 39665.7 36640.7 37115.7

Tota l Current assets 57883.9 52402.2 47991.7 51737.8

Current L iabilities 24367.9 21087.9 14465.7 18082.3

Prov is ions 25210.4 14340.8 13840.8 13340.8

Tota l CL  and Prov is ions 49578.3 35428.7 28306.5 31423.0

Net Working Capita l 8305.6 16973.6 19685.2 20314.8

Miscellaneous  expense 0.0 0.0 0.0 0.0

Ap p licatio n  o f Fu n d s 252656.5 265556.8 278251.5 290564.0
 

Source: Company, ICICI Direct Research 

 

 

 

 

 

 

Exhibit 11: Key ratios                                                      | crore 

(Ye ar -e n d  March ) FY19 FY20E FY21E FY22E

Pe r  s h are  d ata (₹)

Book V a lue 161.4 166.0 166.2 171.2

Cash per share 0.4 0.8 0.2 0.8

EPS 21.2 10.5 2.5 10.9

Cash EPS 40.7 32.4 23.0 31.4

DPS 7.0 5.0 2.0 5.0

Pro fitab ility  &  O p e ratin g  Ratio s

EBITDA  Margin (% ) 54.2 51.2 39.1 49.2

PA T Margin (% ) 24.4 13.7 4.8 16.6

Fixed A sset Turnover (x) 0.7 0.6 0.4 0.4

Inventory Turnover (Days ) 25.8 28.0 28.0 28.0

Debtor (Days ) 28.1 27.0 27.0 27.0

Current L iabilities  (Days ) 81.1 80.0 80.0 80.0

Re tu rn  Ratio s  (%)

RoE 13.2 6.3 1.5 6.3

RoCE 15.6 9.2 0.0 5.7

RoIC 15.6 9.3 0.0 5.7

V alu atio n  Ratio s  (x)

PE 3.9 7.8 32.9 7.5

Price to Book V a lue 0.5 0.5 0.5 0.5

EV /EBITDA 2.1 2.6 5.5 3.6

EV /Sa les 1.1 1.3 2.1 1.8

L e ve rag e  &  So lve n cy Ratio s

Debt to equity (x) 0.1 0.1 0.2 0.2

Interes t Coverage (x) 14.0 7.7 0.0 4.1

Debt to EBITDA  (x) 0.4 0.6 1.5 1.1

Current Ratio 1.2 1.5 1.7 1.6

Q u ick  ratio 1.0 1.3 1.5 1.4
 

Source: Company, ICICI Direct Research 
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Result Update | Oil & Natural Gas Corporation 

Exhibit 12: ICICI Direct Coverage Universe (Oil & Gas) 

C MP T P M C ap

(₹) (₹) (₹ C r ) FY20E FY21E FY22E FY20E FY21E FY22E FY20E FY21E FY22E FY20E FY21E FY22E FY20E FY21E FY22E

BPCL   (BHA PET) 357 350 Hold 67,267 13.6 28.4 29.9 26.2 12.6 11.9 15.3 10.4 9.2 4.2 8.2 8.7 7.5 14.7 14.8

G A IL  (India) (G A IL ) 103 100 Hold 46,454 14.7 8.9 9.4 7.0 11.6 11.0 5.9 8.5 8.2 12.6 7.2 7.4 14.0 8.2 8.4

G ujarat G as  (G UJG A ) 289 290 Hold 19,895 17.3 9.2 16.0 16.7 31.6 18.0 12.7 16.5 10.7 26.7 18.5 28.8 36.4 16.5 23.1

HPCL  (HINPET) 222 215 Hold 33,867 17.3 24.2 25.9 12.8 9.2 8.6 13.5 9.1 7.5 2.8 6.2 7.0 9.1 12.1 12.5

Indian O il Corp (INDO IL ) 89 90 Hold 81,711 1.4 10.6 11.7 62.2 8.4 7.6 4.3 3.2 3.0 4.9 8.3 8.8 1.3 9.1 10.0

Indrapras tha G as  (INDG A S) 450 440 Hold 31,500 16.2 15.7 19.5 27.7 28.6 23.1 20.4 19.5 15.5 25.2 21.9 23.4 22.6 18.8 19.9

Mahanagar G as  (MA HG A S) 1075 1145 Hold 10,619 80.3 58.3 88.0 13.4 18.4 12.2 9.5 11.8 7.6 32.0 22.1 29.0 28.5 18.7 23.8

O NG C (O NG C) 82 80 Hold 1,05,233 10.5 2.5 10.9 7.8 32.9 7.5 2.6 5.5 3.6 9.2 0.0 5.7 6.3 1.5 6.3

Petronet LNG  (PETLNG ) 255 295 Buy 38,250 18.0 15.7 19.6 14.2 16.2 13.0 9.5 9.1 7.4 22.2 22.8 29.0 25.5 22.4 27.2

Ro C E (%) Ro E (%)

Se cto r  / C o m p an y

EPS (₹) P/E (x) EV /EBIT DA (x)

Ratin g

 

Source: Company, ICICI Direct Research 
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RATING RATIONALE 

ICICI Direct endeavors to provide objective opinions and recommendations. ICICI Direct assigns ratings to its 

stocks according to their notional target price vs. current market price and then categorizes them as Buy, Hold, 

Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined 

as the analysts' valuation for a stock 

 

Buy: >15%  

Hold: -5% to 15%; 

Reduce: -15% to -5%; 

Sell: <-15% 

 

 

Pankaj Pandey Head – Research pankaj.pandey@icicisecurities.com 
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