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June 28, 2022 

Oil & Gas 

 

 

Refining gains to drive earnings… 

Global oil & gas prices continue to trade at elevated level post supply disruption 

following the geopolitical conflict in Europe. Brent crude oil prices currently trend 

around US$110/bbl while Asian spot LNG prices are trading at US$37/mmbtu. 

Concern over oil demand-supply mismatch, products inventory depletion coupled 

with summer demand in the US led to a surge in price of key products for Indian 

refiners. Petrol, diesel and ATF cracks continue to trade near all-time high levels that 

will result in sharp rise in refining gains. Companies with lower exposure to 

marketing segment like Reliance Industries (RIL) will benefit from rise in GRMs. On 

OMCs front, refining gains are likely to be offset by losses in marketing segment. 

 

Refining companies in sweet spot 

 Benchmark Singapore GRMs are at ~US$ 21/bbl in Q1FY23E-TD against 

average GRMs of US$ 8.1/bbl in Q4FY22.    

 Petrol, diesel and ATF constitute 60-65% refining slate for Indian companies 

and rise in product cracks will drive GRMs for refining segments. As diesel 

constitutes largest portion of its refining slate, RIL stands to benefit from 

higher diesel cracks 

 As per media reports, Russian crude imports constituted ~16% of India’s 

overall crude imports in May. RIL has also increased Russian crude imports 

in line with other Indian refiners. Refiners have purchased Russian crude at 

discounted price which may have provided further boost to RIL refining 

margins as per our understanding.  

Marketing losses to weigh on OMCs 

Oil marketing companies (OMCs) have not fully passed on increase in crude oil costs 

to customers. Petrol & diesel prices at retail outlets have been steady while crude oil 

prices have been trending at elevated level. This is likely to result in marketing losses 

for OMCs. Losses in marketing segment will partially offset refining gains and OMCs’ 

overall profitability is likely to be muted in the near term. 

Gas realisation to inch upwards  

Global spot LNG prices are trending near US$37/bbl in last two weeks. Amid 

concerns over supply disruption in Europe and outage of one of US LNG facilities, 

LNG prices increased globally. On the domestic front, PPAC revised HPHT gas prices 

upwards by 62% in April. In its next price revision in October, gas prices are expected 

to increase further as global gas benchmark are trending at higher level. RIL-BP’s gas 

production is currently at 18 mmscmd. It will be ramped up to 30 mmscmd from 

Q3FY23E onwards. Higher realisation for gas production from KG basin augurs well 

for Reliance.  

Valuation and Outlook 

As product cracks continue to stay elevated, we remain positive on refining segment. 

Also, favourable gas pricing scenario will lift profitability of upstream segment. In our 

coverage, we prefer refining companies with lower exposure to marketing segment. 

Thus, we remain optimistic about RIL’s prospects as it offers a play on refining as 

well as upstream segment. We maintain BUY rating on Reliance Industries with a 

target price of | 3050/share.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
  

Sector top picks 

Company CMP
Target 

price 

Upside 

(% )

Reliance Industries 2,492  3,050  22%
     

 

 
  

Key risks Key Financial & Valuation Summary  

(i) Weaker than expected refining 

margins (ii) lower than expected 

crude throughput  
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Top picks in oil & gas coverage universe 

Reliance Industries 

Reliance Industries (RIL) is one of India’s biggest conglomerates with a presence in 

oil to chemicals (O2C), exploration, retail, digital services and media, etc. making it a 

well-diversified business entity 

 At the EBITDA level in FY22, O2C segment contributed ~44% while 

exploration segment contributed 5% of total segmental EBITDA.    

With diesel cracks trending near all-time highs, RIL will benefit as major portion of its 

refining slate constitutes of diesel. Media reports indicate that the company has 

amped up its Russian crude imports which are being purchased at discount to Brent 

crude price, thereby reducing overall oil import costs. Overall, we expect sharp surge 

in operating profits as we estimate O2C EBITDA to increase 48% YoY to | 78020 

crore in FY23E. In exploration segment, we expect gas production to be ramped up 

from Q3FY23E onwards. Additionally, realisation for gas from difficult fields is likely 

to be increased in its next semi-annual price revision in October. Higher realisation 

along with increased production will lead to rise in profits in exploration segment. 

We expect exploration segment EBITDA to increase 119% YoY to | 11977 crore in 

FY23E. We maintain BUY rating on Reliance Industries with a target price of  

| 3050/share. 

Exhibit 1: Key Financial Summary 

Key Financials FY19 FY20 FY21
 5 Yr CAGR              

(FY16-21) 

FY22E FY23E FY24E
 3 Yr CAGR               

(FY21-24E) 

Revenue (| crore) 6,23,400.0      6,58,866.0      5,39,238.0      12.9                  7,92,756.0      9,73,187.2      10,03,435.3    23.0                  

EBITDA (| crore) 83,918.0         88,709.0         80,737.0         14.1                  1,10,460.0      1,58,299.1      1,67,127.8      27.4                  

PAT (| crore) 39,837.0         39,354.0         49,128.0         10.6                  60,705.0         87,042.7         88,574.4         21.7                  

EPS (|) 67.2               62.1               76.2               89.7               128.7             130.9             

P/E (x) 37.1               40.1               32.7               27.8               19.4               19.0               

P/BV (x) 3.8                3.5                2.3                2.1                1.9                1.8                

RoCE (%) 8.9                8.1                5.5                7.7                11.5               11.4               

RoE (%) 10.3               8.9                7.7                8.5                11.0               10.4               
 

Source: Company, ICICI Direct Research 

 

Exhibit 1: Valuation 

Busienss segments Valuation Methodology  Value (| crore) |/share

Energy

Oil to Chemicals 8x FY24E EBITDA 565794 836

Oil & Gas 6.5x FY24E EBITDA 100953 149

Value of Energy business 666748 986

Consumer Business

Retail (RIL share) 40x FY24E EBITDA 733392 1084

Digital services (RIL share) DCF 549842 813

Value of Consumer business 1283234 1897

Others 154200 228

Net debt 41021 61

Equity value 2063161 3050
 

Source: Reuters, ICICI Direct Research 

 

 

 

 

 

 

 

 

Price Chart 

 

Particulars 
 

Particular Amount

Market Capitalization (| Crore) 16,85,838.0  

Total Debt (FY21) (| Crore) 2,92,714.0    

Cash (FY21)  (| Crore) 17,397.0      

EV (| Crore) 19,61,155.0  

52 week H/L 2855/ 2016

Equity capital (FY21) (| Crore) 6,445.0        

Face value (|) 10.0            
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Exhibit 2: Brent crude oil price trending at US$ 100/bbl 

 

Source: Bloomberg, ICICI Direct Research 

 

Exhibit 3: Benchmark Singapore GRMs trending at elevated levels 

 

Source: Reuters, ICICI Direct Research 

 

Exhibit 4: Spot LNG price continues to trade above US$ 20/mmbtu 

 

Source: Bloomberg, 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 

 
 

ICICI Direct Research Desk, 

ICICI Securities Limited, 

1st Floor, Akruti Trade Centre, 

Road No 7, MIDC, 

Andheri (East) 

Mumbai – 400 093 

 

 
research@icicidirect.com 
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I/We, Bharat Chhoda, MBA, Bhupendra Tiwary, MBA, Harshal Mehta, MTech (Biotech), Amogh Deshpande, PGDM, Research Analysts, authors and the names subscribed to this report, hereby 

certify that all of the views expressed in this research report accurately reflect our views about 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. It is also confirmed that above mentioned Analysts of this report have not received any 

compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report. 

Terms & conditions and other disclosures:  

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products. 

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory Development Authority of India Limited (IRDAI) 

as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number – INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock 

broker. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture 

capital fund management, etc. (“associates”), the details in respect of which are available on www.icicibank.com.  

 

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking and other business relationship 

with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting to analysts and their relatives are generally prohibited from maintaining a financial 

interest in the securities or derivatives of any companies that the analysts cover. 

 
Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing on a company's fundamentals and, as 

such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical Research Reports. 

 

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.  

 

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions expressed in this document may or may 

not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research. 

 
The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and meant solely for the selected 

recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would 

endeavour to update the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI 

Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in 

circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.  

 

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This report and information herein 

is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers 

simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting 

and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who 

must make their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. 

The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities 

whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks 

associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.  

 

ICICI 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.  

 

ICICI 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.  

 

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies mentioned in the report in the past 

twelve months. 

 

 

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates 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 ICICI Securities nor Research Analysts and their relatives 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.  

 

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication of 

the research report.  

 

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/ beneficial ownership of one percent or more or other material 

conflict of interest various companies including the subject company/companies mentioned in this report.  

 

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.  

 

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.  
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