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Petronet LNG--------------------------------------------------------------------------Maintain NEUTRAL 
A weak quarter as expected; volumes should go up hereon EPS: ▼ TP: ▼ 
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● PLNG reported 3Q FY10 EPS of Rs.1.1, 7% below our estimate 
and down 31% QoQ. Gas sales volumes fell 26% QoQ. 

● This correction was expected – a) the 1.5 MTPA supply to Dabhol 
ended in September and b) KG D6 gas hurt spot volume sales. 

● Total volumes were better, but lower-than-expected gross margin 
kept EBITDA in line. Lower other income, higher depreciation and 
interest costs led to the earnings miss.  

● The 2.5 MTPA additional supply from RasGas has commenced in 
January, and should increase PLNG’s 4Q FY10 volumes sharply. 

● Tight pipeline capacity and bottled up D6 gas can keep spot LNG 
sales in check. PLNG has enjoyed regas as well as trading profits 
on these. 

● With a tolling model, PLNG relies on volumes and tariffs. In the 
absence of regulation/customer pushback, PLNG continues to 
take a 5% increase in tariff each year – a review is well past due. 
Increasing utilisation remains the key for stock price upsides, but 
that seems difficult in the near term. We reduce FY10E EPS 12% 
and target price to Rs71 (from 73). 

PLNG earnings below estimates 
Petronet was expected to have a poor quarter on volumes – a) its 
contractual supplies to Dabhol (1.5MTPA) ended in September, and 
b) increasing supply from KG D6 crowded out spot LNG purchases. 
Sales volumes fell 26% QoQ, but PLNG benefitted from 11 TBTU of 
direct purchases by customers (for which PLNG makes tolling 
margins). Though total regas volumes were higher than expected, 
gross regas margins were lower – PLNG 3Q FY10 EBITDA was in line 
with our expectations. Higher depreciation, lower other income and 
higher interest costs caused PAT to be 7% below our estimates. We 

reduce FY10E EPS 12% to Rs6 (9M delivered Rs4.1) and marginally 
reduce target price to Rs71.   

Figure 1: Summary results 
(Rs mn) 3QFY09 2QFY10 3QFY10 CS 3Q10E QoQ 

(%) 
YoY 
(%) 

Vs. Est 
(%) 

Sales 24,730 34,067 22,446 27,322 -34 -9 -18 
Raw materials 22,576 31,189 20,026 24,879 -36 -11 -20 
Staff cost 37 41 41 41 1 13 1 
Other expenditure 262 299 291 299 -3 11 -3 
EBITDA 1,855 2,537 2,088 2,103 -18 13 -1 
Depreciation 258 430 466 430 8 80 8 
EBIT 1,597 2,107 1,622 1,672 -23 2 -3 
Other Income 222 191 167 191 -12 -25 -12 
Interest 255 511 534 511 5 110 5 
PBT 1,563 1,787 1,255 1,352 -30 -20 -7 
Tax 513 580 423 460 -27 -17 -8 
PAT 1,051 1,207 832 892 -31 -21 -7 
EPS 1.40 1.61 1.11 1.19 -31 -21 -7 
Sales Qty (TBTU) 85.07 113.47 84.32 90.47 -26 -1 -7 
Source: Company data, Credit Suisse estimates 

4QFY10 volumes to increase 
3Q likely marked the low of PLNG volumes – management confirmed 
on CNBC that an additional 2.5MTPA supply from RasGas has 
commenced. This, by itself, will increase PLNG’s base volumes by 
50%. Tight pipeline capacity and bottled up KG D6 supply can keep 
spot LNG purchases in check in the near term. As GAIL expands its 
pipeline capacities, PLNG should be able to increase utilisation rates 
at Dahej.  

Figure 2: Gross regas spreads remain low  
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PLNG  made huge trading 
profi ts of the order of Rs 
1.4bn

Likely  due to 
trading and 

inventory losses

 
Source: Company data, Credit Suisse estimates 

Most inexpensive among the gas companies around? 
On a P/E basis, PLNG appears to be relatively inexpensive – which 
may prove to attractive during these times. However, the company 
has  large debt and capacity expansion/investment plans in petchem 
and power projects, which means free cash flow can be negative for 
some time. EV/EBITDA valuations appear more fully valued. 
Increasing utilisation remains the key for stock price upsides, which 
seems difficult in the near term. We maintain our NEUTRAL rating on 
PLNG. 

Price (20 Jan 10 , Rs) 76.50 
TP (Prev. TP Rs) 71.00 (73.00) 
Est. pot. % chg. to TP (7) 
52-wk range (Rs) 82.10 - 32.00 
Mkt cap (Rs/US$ mn) 57,375.0/ 1,251.1  

Bbg/RIC PLNG IN / PLNG.BO 
Rating (prev. rating) N (N) [V] 
Shares outstanding (mn) 750.00 
Daily trad vol - 6m avg (mn) 2.0 
Daily trad val - 6m avg (US$ mn) 0.1 
Free float (%) 50.0 
Major shareholders GAIL IN, BPCL IN, 

IOCL IN, ONGC IN  

Performance 1M 3M 12M 
Absolute (%) 7.6 2.4 107.9 
Relative (%) 2.9 0.9 8.3  

Year 3/08A 3/09A 3/10E 3/11E 3/12E 
Revenues (Rs mn) 65,553 84,287 113,943 136,877 158,786 
EBITDA (Rs mn) 8,661 9,013 9,577 12,817 13,750 
Net profit (Rs mn) 4,747 5,184 4,554 5,960 6,578 
EPS (Rs) 6.33 6.91 6.07 7.95 8.77 
- Change from prev. EPS (%) n.a. n.a. (12) (3) 3 
- Consensus EPS (Rs) n.a. n.a. 7.07 7.78 8.15 
EPS growth (%) 51.5 9.2 (12.2) 30.9 10.4 
P/E (x) 12.1 11.1 12.6 9.6 8.7 
Dividend yield (%) 2.0 2.3 1.9 2.5 2.7 
EV/EBITDA (x) 7.4 7.8 9.8 7.5 7.1 
P/B (x) 3.5 2.9 2.5 2.1 1.8 
ROE (%) 29.3 26.1 19.7 21.7 20.4 
Net debt (net cash)/equity (%) 41.5 66.5 157.4 142.5 124.1  
Note1:Petronet LNG is the largest importer of Liquefied Natural Gas in India. It has regassification 
facilities in Gujarat; which it is expanding and is setting up a new facility in Kochi. It also has long 
term gas sourcing contracts with Qatar..  
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Petronet LNG Limited (PLNG.BO, Rs76.50, NEUTRAL [V], TP Rs71.00) 
 

Disclosure Appendix 
Important Global Disclosures 
Sanjay Mookim, Rajasa K & Prashant Gokhale each certify, with respect to the companies or securities that he or she analyzes, that (1) the 
views expressed in this report accurately 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 related to the specific recommendations or views expressed in this report. 

See the Companies Mentioned section for full company names. 

3-Year Price, Target Price and Rating Change History Chart for PLNG.BO 

PLNG.BO Closing 
Price 

Target 
Price 

  
Initiation/ 

Date (Rs) (Rs) Rating Assumption 
19-Nov-07 110.85 86 U X 
25-Jan-08 77.25  O  
8-Jul-08 56.1 73   
21-Oct-08 42.05 65   
20-Jan-09 36.8 64   
29-Jun-09 72.6 73 N   

86

73
65 64

73

19-Nov-07

N
O

U

30

40

50

60

70

80

90

100

110

120

22-J
an

-07

22-M
ar-0

7

22-M
ay-0

7

22-J
ul-0

7

22-S
ep-0

7

22-N
ov

-07

22
-Ja

n-0
8

22-M
ar-

08

22
-M

ay-0
8

22-J
ul-0

8

22-S
ep-0

8

22-N
ov-0

8

22
-Ja

n-0
9

22
-M

ar-0
9

22-M
ay

-09

22-J
ul-

09

22
-S

ep
-09

22-N
ov-0

9

Closing Price Target Price Initiation/Assumption Rating

Rs

  O=Outperform; N=Neutral; U=Underperform; R=Restricted; NR=Not Rated; NC=Not Covered
 

 

The analyst(s) responsible for preparing this research report received compensation that is based upon various factors including Credit Suisse's 
total revenues, a portion of which are generated by Credit Suisse's investment banking activities. 
Analysts’ stock ratings are defined as follows: 
Outperform (O): The stock’s total return is expected to outperform the relevant benchmark* by at least 10-15% (or more, depending on 
perceived risk) over the next 12 months. 
Neutral (N): The stock’s total return is expected to be in line with the relevant benchmark* (range of ±10-15%) over the next 12 months. 
Underperform (U): The stock’s total return is expected to underperform the relevant benchmark* by 10-15% or more over the next 12 months. 
*Relevant benchmark by region: As of 29th May 2009, Australia, New Zealand, U.S. and Canadian ratings are based on (1) a stock’s absolute 
total return potential to its current share price and (2) the relative attractiveness of a stock’s total return potential within an analyst’s coverage 
universe**, with Outperforms representing the most attractive, Neutrals the less attractive, and Underperforms the least attractive investment 
opportunities. Some U.S. and Canadian ratings may fall outside the absolute total return ranges defined above, depending on market conditions 
and industry factors. For Latin American, Japanese, and non-Japan Asia stocks, ratings are based on a stock’s total return relative to the 
average total return of the relevant country or regional benchmark; for European stocks, ratings are based on a stock’s total return relative to the 
analyst's coverage universe**. For Australian and New Zealand stocks a 22% and a 12% threshold replace the 10-15% level in the Outperform 
and Underperform stock rating definitions, respectively, subject to analysts’ perceived risk. The 22% and 12% thresholds replace the +10-15% 
and -10-15% levels in the Neutral stock rating definition, respectively, subject to analysts’ perceived risk.  
**An analyst's coverage universe consists of all companies covered by the analyst within the relevant sector. 
Restricted (R): In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain 
other circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 
24 months or the analyst expects significant volatility going forward. 
 

Analysts’ coverage universe weightings are distinct from analysts’ stock ratings and are based on the 
expected performance of an analyst’s coverage universe* versus the relevant broad market benchmark**: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months. 
*An analyst’s coverage universe consists of all companies covered by the analyst within the relevant sector. 
**The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 500 in the U.S.) over the next 12 
months. 
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Credit Suisse’s distribution of stock ratings (and banking clients) is: 
Global Ratings Distribution 

Outperform/Buy*  42% (58% banking clients) 
Neutral/Hold*  42% (59% banking clients) 
Underperform/Sell*  15% (51% banking clients) 
Restricted  2% 

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond to Buy, 
Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions above.) An investor's 
decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’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. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading.  For more detail please refer to 
Credit Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research:  
http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and 
cannot be used, by any taxpayer for the purposes of avoiding any penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (PLNG.BO) 
Method: Our target price of Rs.71 per share for PLNG.BO is based on a discounted cash flow (DCF) using a weighted average cost of capital 
(WACC) of 14.8%. We see increased regasification capacity with the company, based on expansion of Dahej and the new plant at Kochi - and 
forecast long term utilisation at around 85%. 
Risks: Risks to our target price of Rs.71 for PLNG.BO arise if a) domestic gas production is more than anticipated b) PLNG is unable to source 
gas from international sources in sufficient quantities and c) if prices of LNG are high, causing utilisations to be lower 
Please refer to the firm's disclosure website at www.credit-suisse.com/researchdisclosures for the definitions of abbreviations typically used in 
the target price method and risk sections. 
 

Important Regional Disclosures 
Singapore recipients should contact a Singapore financial adviser for any matters arising from this research report. 

The analyst(s) involved in the preparation of this report have not visited the material operations of the subject company (PLNG.BO) within the 
past 12 months. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting shares; RVS--Restricted Voting 
Shares; SVS--Subordinate Voting Shares. 
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may 
not contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit 
http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report. 

Principal is not guaranteed in the case of equities because equity prices are variable. 
Commission is the commission rate or the amount agreed with a customer when setting up an account or at anytime after that. 

To the extent this is a report  authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important 
disclosures regarding any non-U.S. analyst contributors:  
The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with FINRA. The non-U.S. research 
analysts listed below may not be associated persons of CSSU and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472 
restrictions on communications with a subject company, public appearances and trading securities held by a research analyst account. 
• Sanjay Mookim, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (India) Private Limited. 
• Rajasa K, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (India) Private Limited. 
• Prashant Gokhale, non-U.S. analyst, is a research analyst employed by Credit Suisse (Hong Kong) Limited. 
For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit-
suisse.com/researchdisclosures or call +1 (877) 291-2683. 
Disclaimers continue on next page. 
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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 Credit Suisse AG, the Swiss bank, or its 
subsidiaries or its affiliates (“CS”) to any registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, 
is under copyright to CS. None of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the 
prior express written permission of CS. All trademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks or service marks of 
CS or its affiliates. 
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. CS may not have taken any steps to ensure that the securities referred to in this report are 
suitable for any particular investor. CS 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 investment or strategy is suitable or appropriate to your individual 
circumstances or otherwise constitutes a personal recommendation to you. CS does not offer advice on the tax consequences of investment and you are advised to contact an 
independent tax adviser. Please note in particular that the bases and levels of taxation may change. 
CS believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and opinions presented in the other sections of the 
report were obtained or derived from sources CS believes are reliable, but CS makes no representations as to their accuracy or completeness. Additional information is 
available upon request. CS accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the 
extent that liability arises under specific statutes or regulations applicable to CS. This report is not to be relied upon in substitution for the exercise of independent judgment. CS 
may have issued, and may in the future issue, a trading call regarding this security. Trading calls are short term trading opportunities based on market events and catalysts, 
while stock ratings reflect investment recommendations based on expected total return over a 12-month period as defined in the disclosure section. Because trading calls and 
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market making, and other proprietary trading. 
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Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding 
and assuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited 
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