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Company Update 30 August 2011 

Financial highlights      

Year End: 31 Mar FY09A FY10A FY11A FY12E FY13E 

Revenue (Rs mn) 1,512,240 2,037,397 2,658,110 3,343,135 3,361,811 

EBITDA (Rs mn) 234,222 308,939 389,610 375,082 375,843 

Adj. PAT (Rs mn) 149,687 158,976 202,110 235,598 251,895 

Adj. EPS (Rs) 47.6 48.6 61.8 72.0 77.0 

Growth (%) (6.5) 2.2 27.1 16.6 6.9 

DPS (Rs) 6.0 6.4 7.3 10.0 11.0 

ROIC (%) 9.2 8.9 9.5 10.2 10.1 

ROE (%) 14.5 12.1 13.7 14.4 13.7 

P/E (x) 22.9 21.8 12.7 10.9 10.2 

EV/EBITDA (x) 16.7 12.4 7.4 6.1 5.8 

P/BV (x) 2.8 2.5 1.7 1.5 1.3 

 

Reliance Industries 
 BLOOMBERG: RIL IN EQUITY   |   BSE: 500325   |   NSE: RELIANCE 

Closes deal with BP; operational synergies to flow in  

RIL-BP today announced the completion of BP’s 30% stake acquisition in RIL’s 21 
NELP blocks, including the KG-D6 block. With BP on board, the market will get the 
much needed confidence on RIL’s struggling E&P business, both in terms of ramp-
up in KG-D6 production and approval of other FDPs. The RIL-BP Plc 50:50 JV for 
marketing and distribution of natural gas also opens a new vertical for RIL in the 
hydrocarbon chain. While the CMP factors in negatives like (a) declining KG-D6 
production (b) the adverse CAG report on KG-D6 capex and (c) lack of clarity on 
capital allocation, it ignores (a) RIL’s strong operating cash flows and balance sheet 
and (b) potential benefits from the BP alliance. Maintain BUY with a TP of Rs 1150.  

v Clarity likely to emerge on KG-D6, other E&P blocks: We believe the partnership 
with BP will bring in the much needed technological expertise for RIL to arrest the 
declining production at KG-D6 (~45mmscmd currently) and possibly expedite the 
production ramp-up. We also expect clarity to emerge on other E&P blocks (NEC-
25, D3 and D9) stranded in operational/regulatory hurdles, as an incremental 
payment of US$ 1.8bn depends on the monetisation of discoveries in these blocks. 

v Plausible LNG terminal on the east coast: In view of the emerging demand, the JV 
could construct a LNG terminal on India’s east coast, which would enable it to (a) 
cater to KG-D6 consumers in the event of shutdowns/lower production, (b) facilitate 
the JV in generating marketing as well re-gasification margins and (c) possibly 
exploit cheaper shale gas production in the US as LNG imports for India. 

v Trough valuations at Rs 810: This includes (a) GRMs at US$ 8.2/bbl (currently 
US$ 10/bbl), (b) a 200bps contraction in Petchem EBIT to 12% and (c) stagnation in 
KG-D6 production at ~45mmscmd in FY12/FY13E and likely plateau at just 
50mmscmd and (d) no upside from blocks under exploration and development.  

v SOTP-based TP of Rs 1150: This comprises Rs 357 for R&M, Rs 224 for Petchem 
and Rs 336 for E&P businesses (Rs 100 as exploration upside). 
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Valuation 

Maintain BUY with a SOTP-based TP of Rs1150: In our base case valuation, we have 
valued RIL’s (a) R&M business Rs 357 on 6.5x FY13E EV/EBITDA,  (b) the Petchem 
division at Rs 224 on 6.5x FY13E EV/EBITDA, in line with global peers, and (c) the E&P 
business at Rs 336 (includes Rs 100 as exploratory upside from blocks under exploration and 
development i.e.D-3, D-4 , D-9 and KG –satellite discoveries). 

Fig 1 - Base case SOTP valuation 

  Value  
(Rs bn) 

Value  
(USD bn) Value (Rs/shr)  Valuation Methodology  

       

Refining & Marketing 1,057 24.0 357  6.5x FY13E EBITDA  

Petrochemicals  662 15.0 224  6.5x FY13E EBITDA  

E&P 995 22.6 336  NPV with WACC at 10%  

   - KG D6 (D1 & D3 Gas) 273 6.2 92   

   - KG D6 (MA Oil) 55 1.3 19   

   - NEC25 (Gas) 49 1.1 17   

   - CBM - Sohagpur (Gas) 38 0.9 13   

   - PMT (Oil & Gas) 51 1.2 17   

   - Shale Gas 231 5.3 78   

   - Exploration upside  296 6.7 100  14 TCF reserves at USD 3/boe  

Infotel venture 95 2.2 32  1.0x P/ BV  

Haryana & Jamnagar SEZs 46 1.0 16  At acquisition cost  

Retail 76 1.7 26  DCF at 10% WACC; 3% terminal growth  

Business Valuation 2,932 66.6 990   

Other investments/loans to affiliates 60 1.4 20  Book value  

Net Cash 420 9.5 142  As on FY12 end  

Minority shareholders (8)  (3)   

       

SOTP on diluted capital  3,403 77.5 1,149   

Source: RCML Research, Company 
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Fig 2 - Key assumptions to base case  

E&P Unit FY10 FY11E FY12E FY13E 

PMT field       

Oil        

RIL Share kbpd 10.4 7.6 9.1 8.6 

RIL Share mn bbls 3.8 2.8 3.3 3.1 

Average realisation USD/ bbl 70.0 85.0 110 105 

Natural Gas        

Total production       

RIL Share mmscmd 3.6 3.4 3.2 3.1 

Average realisation USD/ mmbtu 5.7 5.7 5.7 5.7 

KG D6 field       

Natural Gas        

Total production mmscmd 39 55 48 48 

RIL Share mmscmd 24 33 29 29 

Average realisation USD/ mmbtu 4.2 4.2 4.2 4.2 

Oil       

Total production kbopd 10 22 18 20 

RIL Share kbopd 6 13 11 12 

Average realisation USD/ bbl 70 85 110 105 

Refining        

Capacity MMTPA 62.0 62.0 62.0 62.0 

Crude throughput MMTPA 60.9 66.9 66.9 66.9 

Cap. utilisation % 98.2 107.9 108.0 108.0 

Avg. GRMs USD/ bbl 6.6 7.7 9.6 9.6 

Petchem  unit     

Polymers       

Polymer production MMTPA 4.1 4.2 4.3 4.3 

Naphtha cracker margins USD/ MT 395 534 461 630 

PE- Ethylene USD/ MT 281 121 227 196 

PP- Propylene USD/ MT 211 232 326 277 

PVC- EDC USD/ MT 249 315 521 499 

Polyesters       

Polyester production MMTPA 1.7 1.7 1.7 1.7 

PX-Reformat USD/ MT 73 61 (251) (188) 

PTA-PX  USD/ MT 159 300 347 354 

PFY-PTA USD/ MT 328 313 445 419 

Source: RCML Research 
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Bear case SOTP of Rs 810:  Our bear case factors in (a) a drop in refining margins to US$ 
8.2/bbl vs. US$ 10/bbl at present (b) a 200bps contraction in petchem margins to 12% from 
14% currently and (c) stagnation in KG-D6 production at ~45mmscmd in FY12/FY13E and 
likely plateau at just 50mmscmd We have not included any potential upside from blocks 
currently under exploration and development (D-3, D-4, D-9 and KG-satellite discoveries).  

Fig 3 - Bear case SOTP valuation 

  Value Value Value (Rs/shr) Valuation Methodology  

  (Rs bn) (USD bn)    

Refining & Marketing 718 16.3 242  5.5x FY13E EBITDA  

Petrochemicals  612 13.9 207  6x FY13E EBITDA  

E&P 443 10.1 150  NPV with WACC at 10%  

   - KG D6 (D1 & D3 Gas) 189 4.3 64   

   - KG D6 (MA Oil) 47 1.1 16   

   - NEC25 (Gas) 43 1.0 15   

   - CBM - Sohagpur (Gas) 32 0.7 11   

   - PMT (Oil & Gas) 51 1.2 17   

   - Shale Gas 80 1.8 27   

   - Exploration upside  - - -  NIL  

Infotel venture 95 2.2 32  1.0x P/ BV  

Haryana & Jamnagar SEZs 46 1.0 16  At acquisition cost  

Retail 31 0.7 10  DCF at 10% WACC; 3% terminal growth  

Business Valuation 1,944 44.2 657   

Other investments/loans to affiliates 60 1.4 20  Book value  

Net Cash 400 9.1 135  As on FY12 end  

Minority shareholders (8)  (3)   

       

SOTP on diluted capital  2,396 54.6 809   

Source: RCML Research, Company 
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Profit and Loss statement 

Balance sheet 

Cash flow statement 

Y/E 31 Mar (Rs mn) FY09A FY10A FY11A FY12E FY13E 
Total revenue 1,512,240 2,037,397 2,658,110 3,343,135 3,361,811 
EBITDA 234,222 308,939 389,610 375,082 375,843 
EBIT 177,712 199,481 248,400 271,790 265,429 
Interest (18,163) (20,596) (24,110) (26,632) (17,225) 
Other income/(Expense) 19,142 21,858 25,430 54,966 72,682 
Exceptional items (3,280) 86,060 (9,170) 0 0 
EBT 175,411 286,803 240,550 300,124 320,886 
Income taxes (29,188) (42,563) (47,830) (64,527) (68,990) 
Extraordinary items 0 0 0 0 0 
Min int./Inc. from associates 184 796 220 0 0 
Reported net profit 146,407 245,036 192,940 235,598 251,895 
Adjustments 3,280 (86,060) 9,170 0 0 
Adjusted net profit  149,687 158,976 202,110 235,598 251,895 

Y/E 31 Mar (Rs mn) FY09A FY10A FY11A FY12E FY13E 
Accounts payable 344,936 381,173 519,338 682,581 694,073 
Other current liabilities 12,634 7,733 7,826 8,609 9,470 
Provisions 31,150 36,950 47,303 58,580 64,574 
Debt funds 762,566 646,055 841,062 490,539 370,735 
Other liabilities 96,902 112,511 118,731 136,738 155,991 
Equity capital 15,735 32,704 32,710 32,710 32,710 
Reserves & surplus 1,196,830 1,377,326 1,508,218 1,706,894 1,918,176 
Shareholder’s funds 1,212,565 1,410,030 1,540,928 1,739,604 1,950,886 
Total liabilities 2,460,754 2,594,452 3,075,187 3,116,651 3,245,728 
Cash and cash eq 265,812 245,988 488,196 733,271 720,379 
Accounts receivable 48,450 100,829 156,952 146,548 147,367 
Inventories 201,096 343,933 385,194 483,378 503,861 
Other current assets 110,494 107,386 137,259 135,537 149,405 
Investments 25,964 24,043 29,157 30,614 32,145 
Net fixed assets 1,070,442 1,601,913 1,580,995 1,293,703 1,383,288 
CWIP 738,460 170,337 297,423 293,600 309,283 
Intangible assets 0 0 0 0 0 
Deferred tax assets, net 0 0 0 0 0 
Other assets 0 0 0 0 0 
Total assets 2,460,718 2,594,429 3,075,175 3,116,651 3,245,728 

Y/E 31 Mar (Rs mn) FY09A FY10A FY11A FY12E FY13E 
Net income + Depreciation 202,917 354,494 334,150 338,890 362,310 
Interest expenses 18,163 20,596 24,110 26,632 17,225 
Non-cash adjustments 0 0 0 0 0 
Changes in working capital 230,161 (154,973) 21,354 89,245 (16,823) 
Other operating cash flow 14,066 73,277 25,122 18,007 19,253 
Cash flow from operations 465,306 293,393 404,737 472,774 381,966 
Capital expenditure (719,641) (101,306) (268,758) 187,823 (215,683) 
Change in investments 24,588 (38,267) (84,839) (231,463) 27,183 
Other investing cash flow 0 0 0 0 0 
Cash flow from investing (695,053) (139,573) (353,597) (43,641) (188,500) 
Issue of equity 233,212 0 (43,512) 28,812 0 
Issue/repay debt 255,605 (116,511) 195,007 (350,523) (119,804) 
Interest expenses (18,163) (20,596) (24,110) (26,632) (17,225) 
Dividends paid (22,194) (24,309) (27,719) (36,921) (40,614) 
Other financing cash flow  (39,313) 5,142 2,506 (28,800) 0 
Cash flow from financing 409,147 (156,273) 102,172 (414,064) (177,643) 
Change in cash & cash eq 179,400 (2,453) 153,312 15,070 15,823 
Closing cash & cash eq 270,826 263,359 399,299 503,265 749,094 
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Per share data 

Valuation ratios 

Financial ratios 

Quarterly trend  

DuPont analysis 

 

1-yr fwd P/E band 
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Y/E 31 Mar (Rs) FY09A FY10A FY11A FY12E FY13E 
Reported EPS 46.5 74.9 61.8 72.0 77.0 
Adjusted EPS 47.6 48.6 61.8 72.0 77.0 
DPS 6.0 6.4 7.3 10.0 11.0 
BVPS 385.3 431.2 471.1 531.8 596.4 

Y/E 31 Mar (x) FY09A FY10A FY11A FY12E FY13E 
EV/Sales 2.6 1.9 1.1 0.7 0.7 
EV/EBITDA 16.7 12.4 7.4 6.1 5.8 
P/E 22.9 21.8 12.7 10.9 10.2 
P/BV 2.8 2.5 1.7 1.5 1.3 

Y/E 31 Mar FY09A FY10A FY11A FY12E FY13E 
Profitability & Return ratios (%)      
EBITDA margin  15.5 15.2 14.7 11.2 11.2 
EBIT margin 11.8 9.8 9.3 8.1 7.9 
Net profit margin 9.9 7.8 7.6 7.0 7.5 
ROE 14.5 12.1 13.7 14.4 13.7 
ROCE  8.8 8.4 8.9 9.2 9.1 
Working Capital & Liquidity ratios      
Receivables (days) 13 13 18 17 16 
Inventory (days) 61 62 64 55 62 
Payables (days) 89 83 79 76 87 
Current ratio (x) 1.6 1.9 2.0 2.0 2.0 
Quick ratio (x) 1.1 1.1 1.4 1.4 1.3 
Turnover & Leverage ratios (x)      
Gross asset turnover  1.1 1.1 1.1 1.5 1.5 
Total asset turnover 0.7 0.8 0.9 1.1 1.1 
Interest coverage ratio 9.8 9.7 10.3 10.2 15.4 
Adjusted debt/equity 0.6 0.5 0.5 0.3 0.2 

Particulars  Q1FY11 Q2FY11 Q3FY11 Q4FY11 Q1FY12 
Revenue (Rs mn) 582,280 574,790 597,890 726,740 810,180 
YoY growth (%) 86.7 22.7 5.2 26.2 39.1 
QoQ growth (%) 1.1 (1.3) 4.0 21.6 11.5 
EBITDA (Rs mn) 93,420 93,960 95,450 98,430 99,260 
EBITDA margin (%) 16.0 16.3 16.0 13.5 12.3 
Adj PAT (Rs mn) 48,510 49,230 51,360 53,760 56,610 
YoY growth (%) 32.3 27.8 28.1 14.1 16.7 
QoQ growth (%) 3.0 1.5 4.3 4.7 5.3 

(%) FY09A FY10A FY11A FY12E FY13E 
Tax burden (Net income/PBT) 85.3 55.4 84.0 78.5 78.5 
Interest burden (PBT/EBIT) 98.7 143.8 96.8 110.4 120.9 
EBIT margin (EBIT/Revenue) 11.8 9.8 9.3 8.1 7.9 
Asset turnover (Revenue/Avg TA) 71.8 80.6 93.8 108.0 105.7 
Leverage (Avg TA/Avg equtiy) 203.6 192.8 192.1 188.7 172.4 
Return on equity  14.5 12.1 13.7 14.4 13.7 
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Company profile 

Reliance Industries Ltd. manufactures petrochemicals, synthetic fibers, 
fiber intermediates, textiles, blended yarn and polyester staple fiber. The 
Company also owns a petroleum refinery cum petrochemicals complex in 
Jamnagar, India that produces a wide range of products such as gasoline, 
superior kerosene oil and liquefied petroleum gas           

 

 Shareholding pattern  

(%) Dec-2010 Mar-2011 Jun-2011 

Promoters 44.7 44.7 44.7 

FIIs 17.6 17.7 17.4 

Banks and FIs 10.5 10.5 10.8 

Public 27.2 26.8 27.1 
 

 

Recommendation history 

Date Event Reco price Tgt price Reco

22-Sep-10 Sector Report 1,020 1,210 Buy

01-Nov -10 Results Rev iew 1,093 1,210 Buy

04-Jan-11 Strategy 1,077 1,200 Buy

22-Jan-11 Results Rev iew 987 1,150 Buy

22-Feb-11 Company  Update 985 1,200 Buy

22-Mar-11 Company  Update 1,000 1,200 Buy

22-Apr-11 Results Rev iew 1,041 1,200 Buy

26-Jul-11 Results Rev iew 872 1,150 Buy

30-Aug-11 Company  Update 783 1,150 Buy
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Important Global Disclosures 
 
 
This report was produced by a member company of Religare Capital Markets Limited and its affiliates worldwide (“RCM”) excluding Religare Capital Market Inc and Religare Capital Market (USA) LLC. 
 
Each of the analysts identified in this report certifies, with respect to the companies or securities that the individual analyzes, that (1) the views expressed in this report reflect his or her personal views about 
all of the subject companies and securities and (2) no part of his or her compensation was, is or will be directly or indirectly dependent on the specific recommendations or views expressed in this report. 
 
Analysts’ stock ratings are defined as follows: 
 

Recommendation Interpretation 

Recommendation Expected absolute returns (%) over 12 months 

Buy More than 15% 

Hold Between 15% and –5% 

Sell Less than –5% 

Recommendation structure changed with effect from March 1, 2009  
 

Expected absolute returns are based on share price at market close unless otherwise stated. Stock recommendations are based on absolute upside (downside) and have a 12-month horizon. Our target 
price represents the fair value of the stock based upon the analyst’s discretion. We note that future price fluctuations could lead to a temporary mismatch between upside/downside for a stock and our 
recommendation. 
 
Rating Distribution 
As of 1 August 2011, out of 252 rated stocks in the RCM coverage universe, 168 have BUY ratings, 64 are rated HOLD and 20 are rated SELL. During the previous quarter, Religare Capital Markets Plc in 
the UK has published 52 independent research notes, 30 of which contained research recommendations, none of which related to corporate broking clients of the firm. The 30 recommendations were broken 
down into 21 buys, 2 sells, and 7 hold recommendations. 
 
RCM’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the market that may have a material impact on the research views or 
opinions stated herein. 
 
RCM's policy is to publish both investment research and marketing communications. Investment research is impartial, independent, clear, fair and not misleading. Marketing communications cannot be seen 
as objective and are not prepared in accordance with legal requirements designed to promote the independence of Investment Research. In some instances, RCM may have, or be seeking, a business 
relationship with the company which is the subject of the research. For more information on RCM's Conflict of Interest Policy and its use of Independent and Non-Independent research please refer to 
http://www.religarecm.com/ 
 
Analysts’ Compensation: The equity research analysts responsible for the preparation of this report receive compensation based upon various factors, including the quality and accuracy of research, client 
feedback, competitive factors, and RCM’s total revenues, which include revenues from, among other business units, Equities and Investment Banking.   
 
Registration of non-US Analysts: Unless otherwise noted, the non-US analysts listed on the front of this report are employees of non-US affiliates of RCM, are not registered/qualified as research analysts 
under FINRA/NYSE rules, may not be associated persons of RCM, and may not be subject to FINRA Rule 2711 and NYSE Rule 472 restrictions on communications with covered companies, public 
appearances, and trading securities held by a research analyst account. 
 
Important Regional Disclosures 
 
United Kingdom: This material has been prepared by Religare Capital Markets in accordance with the legal requirements for producing investment research. Notwithstanding anything to the contrary 
contained herein, the following applies where the publication/communication is distributed in and/or into the United Kingdom. This publication/communication is only for distribution and/or is only directed at 
persons ("permitted recipients") who are (i) persons falling within Article 19 of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001 (the "FPO") having professional experience in 
matters relating to investments or high net worth companies, unincorporated associations etc. falling within Article 49 of the FPO, and (ii) where an unregulated collective investment scheme (an "unregulated 
CIS") is the subject of the publication/communication, also persons of a kind to whom the unregulated CIS may lawfully be promoted by a person authorized under the Financial Services and Markets Act 
2000 ("FSMA") by virtue of Section 238(5) of the FSMA. The investments or services to which this publication/communication relates to are available only to permitted recipients and persons of any other 
description should not rely on it. This publication/ communication have been produced to meet the requirement of the Conduct of Business Sourcebook (COBS) 12 under the FSA Rules, please refer to our 
Conflict of Interest Policy as mentioned above in connection with Investment Research. 
 
Singapore: This publication/communication is distributed for and on behalf of RCM in Singapore through Religare Capital Markets (Singapore) Pte Limited solely to persons who qualify as ”institutional 
investors”, ”accredited investors” or ”expert investors, as defined in section 4A(1) of the Securities and Futures Act, Chapter 289 of Singapore (the “SFA”).  Pursuant to regulations 33, 34, 35 and 36 of the 
Financial Advisers Regulations (the “FAR”), sections 25, 27 and 36 of the Financial Advisers Act, Chapter 110 of Singapore shall not apply to Religare Capital Markets (Singapore) Pte Limited when 
providing any financial advisory service to an accredited investor, expert investor or “overseas investor” (as defined in regulation 36 of the FAR). Please contact Religare Capital Markets (Singapore) Pte 
Limited in respect of any matters arising from, or in connection with this publication/communication.  
 
Canada: Neither this publication/communication nor any copy hereof may be distributed in Canada or to any individual outside Canada who is a resident of Canada except in compliance with applicable 
Canadian securities laws. 
 
India: This publication does not constitute an offer or invitation or solicitation to subscribe for or buy or sell securities.  This report is intended for information purpose only to the intended recipient and should 
not be reproduced or redistributed to any other person. 
  
Hong Kong: In Hong Kong, this publication/communication must not be sent to anyone other than (1) to “Professional Investors” as defined in the Securities and Futures Ordinance (Cap. 571) of Hong Kong 
and any rules made under that ordinance; or (2) in other circumstances which would not result in this publication/communication being a “Prospectus” as defined in the Companies Ordinance (Cap. 32) of 
Hong Kong or which do not constitute an offer to the public within the meaning of that ordinance. 
 
United States:  Neither this publication/communication nor any copy hereof may be taken or distributed into the United States. 
 
Dubai:  This publication/communication is intended for professional clients only and is not for onward distribution within the United Arab Emirates. 
 
Other jurisdictions:  In any other jurisdictions, except if otherwise restricted by law or regulation, this publication/communication is only for distribution to professional, institutional or sophisticated investors 
as defined in the laws and regulations of such jurisdictions. 
 
Other Research Disclosures  
 
The analyst(s) named in this report may have investments in securities or derivatives of securities of the companies mentioned in this report, and may make investment decisions that are inconsistent with 
the recommendations or views expressed in this research. 
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Disclaimers 
 
This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such distribution, 
publication, availability or use would be contrary to law or regulation or which would subject Religare Capital Markets Limited or its affiliates (“RCM”) to any registration or licensing requirement within such 
jurisdiction(s). All material presented in this report, unless specifically indicated otherwise, is under copyright to RCM. None of the material, its content, or any copy of such material or content, may be altered 
in any way, transmitted to, copied or reproduced (in whole or in part) or redistributed in any form to any other party, without the prior express written permission of RCM.  All trademarks, service marks and 
logos used in this report are trademarks or service marks or registered trademarks or service marks of RCM or its affiliates, unless specifically mentioned otherwise. 
 
The information, tools and material presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the solicitation of an offer to sell or to buy or 
subscribe for securities or other financial instruments. RCM may not have taken any steps to ensure that the securities referred to in this report are suitable for any particular investor. RCM will not treat 
recipients as its customers by virtue of their receiving the report. The investments or services contained or referred to in this report may not be suitable for you and it is recommended that you consult an 
independent investment advisor if you are in doubt about such investments or investment services.  Nothing in this report constitutes investment, legal, accounting or tax advice or a representation that any 
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