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Stock data 

No. of shares : 213mn 
Market cap  : Rs.110bn 
52 week high/low : Rs.701/ Rs.362 
Avg. daily vol. (6mth) : 856,900 shares 
Bloomberg code : RELE IN 
Reuters code : RLEN.BO 
 
Shareholding (%) Sep-06 QoQ chg 

Promoters : 29.7 (23.7) 
FIIs : 20.7 6.0  
MFs / UTI : 6.4 2.9  
Banks / FIs : 22.9 3.7  
Others : 20.3 11.1 
 

 

 EXECUTION CONCERNS OVERDONE 
Despite a brisk run up in past one month, the Reliance Energy (REL) 
stock has grossly underperformed the broader market (by more than 
50%). This can be attributed mainly to – a lack of visibility over the 
announced projects and weaker sectoral dynamics. 

REL’s Valuations = Existing operations + cash 
REL’s current valuations reflect only the existing operations (see 
overleaf). Owing to the prevailing uncertainty over the fuel purchase 
agreement, valuations do not build in any upside from the proposed 
gas-based initiatives. Therefore, the treasury book (surplus cash) is 
effectively valued at book. 

What can change? 
Although, the outlook over fuel procurement still remains hazy, 
following developments can certainly act as valuation catalysts for the 
stock:  
� Utilization of cash on books to acquire projects (such as the 

recent acquisition 600 MW coal based Roza thermal project) 
� Ramp up in the coal and hydro generation projects 
� Issuance of guidelines for long term gas purchase contracts 

(GSPA)  
� Gas procurement through alternate source – LNG etc  
� Success in the CBM initiative – led by RNRL consortium 

Any visibility/ development on the above-mentioned events/ 
new projects would effectively translate into a premium to 
the treasury book, which otherwise is being traded at book. 
Given the inexpensive valuations (~1.2x FY07E BV v/s ~2x of peers), 
we believe that concerns on the execution front seem to be over done 
at the current valuations. We maintain our sector Outperformer on 
the stock. 

Financial summary 
 
Y/E Mar 

Sales 
(Rs.mn) 

PAT  
(Rs. mn) 

Consensus 
EPS* (Rs.)

EPS 
(Rs.)

Change
YoY (%)

P/E 
(x)

RoE 
(%)

RoCE  
(%) 

EV/EBIDTA 
(x)

DPS 
(Rs.)

2005  40,346   5,203  -  28.0   34  -  8.7   7.9  - 4.7 

2006  39,195   7,309  -  34.4   23  -  10.0   8.6  - 5.0 

2007E  37,970   7,479  33.4  35.2   2  14.7  8.9   8.0  12.7 5.1 

2008E  41,265   7,580  34.9  35.7   1  14.5  8.4   8.0  11.3 5.2 

Source: *Consensus broker estimates, Company, ENAM estimates 
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Sum of parts valuation  
Parameter (Rs. bn) ($ mn) (Rs/share) Comment 
Valuation of Power Business (A) 29 630 136  -  
- Mumbai regulatory 25 542 117  Profits capitalized at 10% 

FY07 Profit 2.5 - -  - 
- Other power assets 4 88 19  Profits capitalized at 10% 

FY07 Profit 0.4 - -  - 
Valuation of EPC Biz (B) 14 303 66   10x EBIDTA 

               EPC Business EBIDTA 1.4 - -  - 
Valuation of treasury portfolio (C) 74 349 349  At BV 
Valuation of REL (A) + (B) + (C) 117 1,281 551  -  
Source: ENAM Research  

Valuation sensitivity: 
(Rs.)  Capitalization rate (%) 
   8 10 12 14

  0.25  323 289  266 250 
 0.50  411 376  354 337 
 1.00  585 551  528 512 
 1.25  672 638  615 599 
 1.50  759 725  702 686 
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 1.75  846 812  790 773 

Source: ENAM Research 

 

 

 

 
 
This document is provided for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision. Nothing in this document 
should be construed as investment or financial advice, and nothing in this document should be construed as an advice to buy or sell or solicitation to buy or sell the 
securities of companies referred to in this document. The intent of this document is not in recommendary nature 

Each recipient of this document should make such investigations as it deems necessary to arrive at an independent evaluation of an investment in the securities of 
companies referred to in this document (including the merits and risks involved), and should consult its own advisors to determine the merits and risks of such an 
investment. The investment discussed or views expressed may not be suitable for all investors 

Enam Securities Private Limited has not independently verified all the information given in this document. Accordingly, no representation or warranty, express or implied, 
is made as to the accuracy, completeness or fairness of the information and opinions contained in this document 

The Disclosures of Interest Statement incorporated in this document is provided solely to enhance the transparency and should not be treated as endorsement of the views 
expressed in the report. This information is subject to change without any prior notice. The Company reserves the right to make modifications and alternations to this 
statement as may be required from time to time without any prior approval 

Enam securities Private Limited, its affiliates, their directors and the employees may from time to time, effect or have effected an own account transaction in, or deal as 
principal or agent in or for the securities mentioned in this document. They may perform or seek to perform investment banking or other services for, or solicit investment 
banking or other business from, any company referred to in this report. Each of these entities functions as a separate, distinct and independent of each other. The recipient 
should take this into account before interpreting the document 

This report has been prepared on the basis of information, which is already available in publicly accessible media or developed through analysis of ENAM Securities 
Private Limited. The views expressed are those of analyst and the Company may or may not subscribe to all the views expressed therein 

This document is being supplied to you solely for your information and may not be reproduced, redistributed or passed on, directly or indirectly, to any other person or 
published, copied, in whole or in part, for any purpose. Neither this document nor any copy of it may be taken or transmitted into the United State (to U.S.Persons), 
Canada, or Japan or distributed, directly or indirectly, in the United States or Canada or distributed or redistributed in Japan or to any resident thereof. The distribution of 
this document in other jurisdictions may be restricted by law, and persons into whose possession this document comes should inform themselves about, and observe, any 
such restrictions 

Neither the Firm, not its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special or consequential 
including lost revenue or lost profits that may arise from or in connection with the use of the information. 

Copyright in this document vests exclusively with ENAM Securities Private Limited. 


