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 March crude prices averaged at USD 105.1/bbl (+10.6% M-o-M)

Crude prices for March 2008 averaged at USD 105.1/bbl compared with USD 95/bbl in 

February 2008. WTI crude premium over Oman, Dubai, and Brent increased to USD 7.6/bbl 

(USD 4.9/bbl), USD 8.4/bbl (USD 5.9/bbl), and USD 1.2/bbl (USD 0/bbl), respectively. 

Consequently, the spreads between WTI crude and the Indian crude basket widened to USD 

5.1/bbl compared with USD 3.1/bbl in February 2008. The light-heavy spread (Arab light – Arab 

heavy) narrowed from USD 6.4/bbl in February 2008 to USD 5.9/bbl in March. 
 

 Refining: Highest-ever diesel and kerosene spreads 

Indian simple refining margins increased from USD 5/bbl in February 2008 to USD 7.6/bbl in 

March. Complex refining margins increased from USD 8.3/bbl in February to USD 10.5/bbl in 

March. The rise in refining margins was on account of increased kerosene (SKO) and diesel 

(HSD) spreads, and partially offset by lower gasoline (MS), naphtha, and fuel oil spreads. 

Complex simple refining spreads decreased 11.8% M-o-M to USD 2.9/bbl. Diesel and kerosene 

spreads were at their peak. 
 

 Marketing: Highest-ever gasoline and diesel under-recoveries 

Higher crude prices have led to an increase in under recoveries in all products (except LPG) - 

MS (+37.6% to INR 8.6/lt), HSD (+50.2% to INR 11.2/lt), SKO (+6.0% to INR 19.3/lt), and LPG 

(-7% to INR 276/cyl). Under-recoveries for gasoline and diesel were the highest-ever. 
 

 News during the month 

 Reliance Industries to shut down 900 fuel retail outlets (March 26) 

 Bharat Petroleum Corporation to set up 7 mmtpa refinery (March 25) 

 Oil bonds of INR 92.97 bn to be issued  (March 13) 

 Ratnagiri Gas plans INR 10 bn IPO  (March 12) 

 Government allows ONGC Videsh to invest USD 102 mn in Qatar  (March 4) 

 Oil and Natural Gas Corporation assessed reserves of 6.76 tcf in the recent KG-basin 

discoveries  (March 5) 

 No tax sop for new refinery projects (March 4)
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Company MoM returns (%)

GAIL 0.5

Cairn India (1.8)

ONGC (3.1)

Petronet LNG (4.8)

Chennai Petroleum (6.9)

Reliance Industries (7.9)

MRPL (9.7)

Indraprastha Gas (9.8)

Bharat Petroleum Corp. (10.6)

Reliance Petroleum (10.8)

Hindustan Petroleum (14.6)

Indian Oil Corporation (20.5)

Gujarat State Petronet (24.5)
Guj Gas (24.5)
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Highest-ever diesel/kerosene refining spreads   

Oil & gas snapshot

Mar-08 Feb-08 Mar-07 Y-o-Y %   M-o-M %  
WTI (USD/bbl) 105.1          95.0         60.6          73.4         10.6            
Indian crude (USD/bbl) 100.0          91.9         60.3          65.9         8.8              
Light-heavy spread (Usd/bbl)** 12.5            9.8           6.5            91.7         28.3            

GRMs

Indian simple (USD/bbl) 7.6              5.0           6.2            22.3         51.4            
Indian complex (USD/bbl) 10.5            8.3           9.6            9.9           26.3            

Marketing under-recovery*

MS (INR/ltr) 8.6              6.3           2.4            256.2       37.6            
HSD (INR/ltr) 11.2            7.5           1.9            505.0       50.2            
LPG (INR/cyl) 276             297          144           92.6         (7.0)             
SKO (INR/ltr) 19.3            18.2         12.3          57.0         6.0              

*Negative implies over-recovery
**WTI minus Arab Heavy

Edelweiss Research is also available on Bloomberg EDEL <GO>, Thomson First Call, Reuters and Factset. 
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 Exploration and production 

Crude prices for March 2008 averaged USD 105.1/bbl compared with USD 95/bbl in February 

2008. They increased due to geopolitical tensions and OPEC’s decision to rollover targets until 

the end of summer.  

 
Chart 1: WTI crude price  
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Source: Bloomberg, Edelweiss research 

 
Light-heavy crude spreads fell while premium for WTI and Brent crude increased: WTI crude premium over Oman, Dubai, and Brent 

increased to USD 7.6/bbl (USD 4.9/bbl), USD 8.4/bbl (USD 5.9/bbl), and USD 1.2/bbl (USD 0/bbl), respectively. Consequently, the spreads 

between WTI crude and the Indian crude basket widened to USD 5.1/bbl (USD 3.1/bbl in February 2008). Light-heavy spread (Arab light – 

Arab heavy) narrowed from USD 6.4/bbl in February 2008 to USD 5.9/bbl in March. 

creased to USD 7.6/bbl (USD 4.9/bbl), USD 8.4/bbl (USD 5.9/bbl), and USD 1.2/bbl (USD 0/bbl), respectively. Consequently, the spreads 

between WTI crude and the Indian crude basket widened to USD 5.1/bbl (USD 3.1/bbl in February 2008). Light-heavy spread (Arab light – 

Arab heavy) narrowed from USD 6.4/bbl in February 2008 to USD 5.9/bbl in March. 

  
Chart 2: Arab light-heavy spread Chart 3: WTI-Indian basket spread Chart 2: Arab light-heavy spread Chart 3: WTI-Indian basket spread 
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 Refining 

Indian simple refining margins increased from USD 5/bbl in February 2008 to USD 7.6/bbl in 

March 2008. Complex refining margins increased from USD 8.3/bbl in February to USD 

10.5/bbl in March (+26.3% M-o-M). The rise in refining margins was on account of increased 

kerosene (SKO) and diesel (HSD) spreads. This rise was, however, partially offset by lower 

spreads of gasoline (MS), naphtha, and fuel oil. Complex-simple refining spreads decreased by 

11.8% M-o-M to USD 2.9/bbl (March 2008). Diesel and kerosene spreads were the highest-

ever. 

 

Chart 4: Indian simple GRMs      
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Spread Simple and Complex (USD/bbl) Simple GRMs (USD/bbl)  

Simple refining margins 
increased from  

USD 5/bbl in February to 
USD 7.6/bbl in March.  

 
Complex-simple 

spread decreased 
from USD 3.3/bbl  

to USD 2.9/bbl.  

Source: Bloomberg, Edelweiss research 

 

 Monthly refining margins  

 
Chart 5: Indian simple GRMs Chart 6: Indian complex GRMs 
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 Quarterly refining margins   

 

Chart 7: Indian simple GRMs Chart 8: Indian complex GRMs 
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Source: Bloomberg, Edelweiss research Source: Bloomberg, Edelweiss research 

 

 

 Marketing 

Higher crude prices have led to an increase in under-recoveries in all products (except LPG) - MS 

(+37.6% to INR 8.6/lt), HSD (+50.2% to INR 11.2/lt), SKO (+6.0% to INR 19.3/lt), and LPG (-7% to 

INR 276/cyl). Gasoline and diesel under-recoveries were at their peak. 

 

Chart 9: Under-recovery in auto fuels (MS and HSD)   
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Source: Bloomberg, Edelweiss research 

Under-recoveries for  
MS and HSD stood  

at INR 8.6/lt and  

INR 11.2/lt, respectively.  
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Chart 10: Under-recovery in domestic fuels (LPG and SKO) 
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LPG and SKO 
 under-recoveries were  

at INR 276/cyl and  

INR 19.3/lt, respectively. 

Source: Bloomberg, Edelweiss research 

  
Table 1: Oil and gas valuations 

  

Company / Sector Rating Price

(INR) FY09E FY10E FY09E FY10E

Exploration & Production*

ONGC Buy 981 8.7 8.2 3.9 3.5

Cairn India** Buy 224 136.3 18.3 55.5 12.1

International Median (Independents) 12.7 12.7 5.8 5.3

Refining & Marketing

Bharat Petroleum Corporation Accumulate 411 7.3 7.2 4.4 3.8

Hindustan Petroleum Corporation Accumulate 256 5.0 4.1 3.9 3.1

Indian Oil Corporation Accumulate 446 6.1 6.8 4.3 4.6

Reliance Industries^ Accumulate 2,265 23.9 18.2 14.5 10.9

Chennai Petroleum Corporation Buy 280 5.2 7.6 3.9 5.9

Asian median 7.1 9.8 5.2 5.6

US & Europe median 9.5 8.7 5.0 4.7

International median 8.3 9.4 5.2 5.3

Petrochemicals

Reliance Industries^ Accumulate 2,265 23.9 18.2 14.5 10.9

Finolex Industries Reduce 66 9.4 5.6 7.9 4.5

International median 11.1 11.4 6.3 6.6

Source: Bloomberg, Edelweiss research

* EV/EBITDA for E&P denotes EV/EBITDAX ** year ending December

(Market price as on 31 Mar 2008) ^standalone numbers

P/E (x) EV/EBITDA (x)
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Coverage group(s) of stocks by primary analyst(s): Oil & Gas, Petrochemicals 
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This document has been prepared by Edelweiss Securities Limited (Edelweiss). Edelweiss, its holding company and associate companies are a full service, integrated investment 
banking, portfolio management and brokerage group. Our research analysts and sales persons provide important input into our investment banking activities. This document does 
not constitute an offer or solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction. The information contained herein is from 
publicly available data or other sources believed to be reliable, but we do not represent that it is accurate or complete and it should not be relied on as such. Edelweiss or any of its 
affiliates/ group companies shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in this 
report. 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. The user assumes the entire 
risk of any use made of this information. Each recipient of this document should make such investigation 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 his own advisors to determine the merits and 
risks of such investment. The investment discussed or views expressed may not be suitable for all investors. We and our affiliates, group companies, officers, directors, and 
employees may: (a) from time to time, have long or short positions in, and buy or sell the securities thereof, of company (ies) mentioned herein or (b) be engaged in any other 
transaction involving such securities and earn brokerage or other compensation or act as advisor or lender/borrower to such company (ies) or have other potential conflict of interest 
with respect to any recommendation and related information and opinions. This information is strictly confidential and is being furnished to you solely for your information. This 
information should not be reproduced or redistributed or passed on directly or indirectly in any form to any other person or published, copied, in whole or in part, for any purpose. 
This report is not directed 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, regulation or which would subject Edelweiss and affiliates/ group companies to any registration or 
licensing requirements within such jurisdiction. The distribution of this document in certain jurisdictions may be restricted by law, and persons in whose possession this document 
comes, should inform themselves about and observe, any such restrictions. The information given in this document is as of the date of this report and there can be no assurance 
that future results or events will be consistent with this information. This information is subject to change without any prior notice. Edelweiss reserves the right to make modifications 
and alterations to this statement as may be required from time to time. However, Edelweiss is under no obligation to update or keep the information current. Nevertheless, 
Edelweiss is committed to providing independent and transparent recommendation to its client and would be happy to provide any information in response to specific client queries. 
Neither Edelweiss nor any of its affiliates, group companies, directors, employees, agents or representatives shall be liable for any damages whether direct, indirect, special or 
consequential including lost revenue or lost profits that may arise from or in connection with the use of the information. Past performance is not necessarily a guide to future 
performance. The disclosures of interest statements incorporated in this document are provided solely to enhance the transparency and should not be treated as endorsement of 
the views expressed in the report. Edelweiss Securities Limited generally prohibits its analysts, persons reporting to analysts and their family members from maintaining a financial 
interest in the securities or derivatives of any companies that the analysts cover. The analyst for this report certifies that all of the views expressed in this report accurately reflect his 
or her personal views about the subject company or companies and its or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to 
specific recommendations or views expressed in this report.Analyst holding in the stock: no. 
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Rating Interpretation
  

Rating  Expected to 

Buy appreciate more than 20% over a 12-month period 

Accumulate appreciate up to 20% over a 12-month period 

Reduce depreciate up to 10% over a 12-month period 

Sell depreciate more than 10% over a 12-month period 

Edelweiss Research is also available on Bloomberg EDEL <GO>, Thomson First Call, Reuters and Factset. 

Distribution of Ratings / Market Cap 

Edelweiss Research Coverage Universe 

 Buy Accumulate Reduce Sell Total 

Rating Distribution* 110 49 10 1 190 

* 14 stocks under review / 6 rating withheld 

 > 50bn Between 10bn and 50 bn < 10bn 

Market Cap (INR) 96 70 24 

Date Report Title Price (INR) Recos 
 
31-Mar-08 Cairn India Fairly valued 224 Accumulate 
  Result Update  
 
3-Mar-08 Oil & Gas Auto fuel prices increased   
 Monthly Monthly Update  
 
18-Feb-08 Reliance Incorporating D9 & D3 2,552 Accumulate 
 Industries reserves; Company Update  
    
14-Feb-08 Oil & Gas Fuel price hike & higher  
  govt. support increases 
  visibility: Sector Update 


