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Market data as on Feb 21, 2007 
INDICES 

 % chg 
(DoD) 

BSE Sensex 14188 (0.46) 
S&P CNX Nifty 4096 (0.26) 
BSE 100 7124 (0.38) 
BSE 200 1682 (0.34) 
Instanex Skindia DR 2430 (0.01) 
Mindex 6026 (0.25) 
  

OVERSEAS MARKETS  
  % chg 

(DoD) 
Dow Jones  12738 (0.38) 
Nasdaq Comp.  2518 0.21 
S&P 500  1458 (0.14) 
Hang Seng 20651 0.41 
Nikkei  17913 (0.14) 
  

ADVANCES/DECLINES (BSE) 
Group A B1 B2 
Advances 85 279 274 
Declines 119 350 396 
Unchanged 0 10 22 
    
FII TURNOVER (BSE+NSE)*  
(Rs mn) 

Bought Sold Net  
20,057 15,318 4,739 

    
NEW HIGHS AND LOWS (BSE) 

Group A B1 B2 
Highs - 9 26 
Low - 10 3 
    
CURRENCY  

US$1 = Rs44.19 

* FII turnover (BSE + NSE) as on  
February 20, 2007 
 

 
 
 

 
 
 
 

  
 
 

Market movement over last fortnight       Volumes in Rs mn (BSE and NSE)       Advances & Declines ratio (BSE)
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\HHiigghhlliigghhttss  
Sector/event  Impact 
OIL&GAS:  
Netback Margin – 
Monthly update 

We reiterate GAIL and Gujarat Gas as our top picks in the sector 
followed by OMCs BPCL and HPCL, which we have recently upgraded 
to BUY. Chain margins were robust led by refining, which touched an 
11-month high in February. However, retail margins were thwarted by 
the latest price cut, but we believe oil marketing companies’ (OMCs) 
earnings would not be affected as the Government would likely offset 
this through oil bonds and duty cuts. The only concern for pure refiners, 
especially Reliance Industries (RIL), would be a cut in product import 
duty without a matching reduction in crude oil duty. Also, oil prices 
have rebounded sharply on the back of a seasonal spike in demand 
due to colder weather and additional cut announced by OPEC. 

  
  
  

NNeewwss  SSnniippppeettss  
Economy 
• As per the advance estimates of national income by the Central Statistical Organisation, 

continued buoyancy in the manufacturing and services sectors would see the Indian 
economy grow 9.2% in ’06-07. (Business Standard) 

Sectoral 
• Even as the Agriculture and Food ministry has initiated the process to have a buffer 

stock for sugar, the Indian sugar industry is contemplating a voluntary ban on sale of 
sugar or stopping the ongoing crushing operations in view of the rapidly dipping sugar 
prices. (The Financial Express)  

• The Civil Aviation Ministry’s proposal to merge the two national carriers, Indian Airlines 
and Air-India, to create a mega Rs155bn airline has received the approval from the 
Empowered Group of Ministers. (The Financial Express) 

Corporate 
• Shell Overseas Investments has bought Bharat Petroleum’s 49% stake in Bharat Shell. 

(The Economic Times) 

‘India Unlimited’ 
 

Investor conference 
The Ritz Carlton, 

 Millenia Singapore  
March 5-6 
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Netback margin monthly Oil&Gas and Petrochemicals 
FEBRUARY ’07 
Refining sweetens the pot 
S. Ramesh s_ramesh@isecltd.com 

This product traces stock prices with monthly margins, production & demand for 
petrochemicals, fuel retailing, refining and oil and discusses topical themes. 

We reiterate GAIL and Gujarat Gas as our top picks in the sector followed by OMCs BPCL 
and HPCL, which we have recently upgraded to BUY. Chain margins were robust led by 
refining, which touched an 11-month high in February. However, retail margins were 
thwarted by the latest price cut, but we believe oil marketing companies’ (OMCs) earnings 
would not be affected as the Government would likely offset this through oil bonds and duty 
cuts. The only concern for pure refiners, especially Reliance Industries (RIL), would be a 
cut in product import duty without a matching reduction in crude oil duty. Also, oil prices 
have rebounded sharply on the back of a seasonal spike in demand due to colder weather 
and additional cut announced by OPEC.  
Table 1: Margin summary 
(% change) February ’07 January ’07 
 MoM YoY MoM YoY 
Polyester (petrochem) (5.2) 4.0 36.7 27.1 
Polymer/cracker (petrochem) (7.2) 5.6 29.5 23.5 
Retail motor spirit (MS) (27.1) 248.9 341.9 123.0 
Retail diesel (HSD) (55.2) NA 405.9 126.9 
Refining (GRM) 103 48.9 229.9 NM 
Oil price (IPE Brent)* 7.9 (2.2) (16.3) (19.7) 
Source: Company data, i-SEC Research; * based on spot prices as on February 14, ’07 and January 19, ’06;  
NM: Not meaningful as base period nos are negative 

• Polymer and polyester margins continued their uptrend in February ’07, though 
the rise was a modest 5.6% YoY and 4% YoY as against a robust 23.5% and 27.1% 
YoY increase in January ’07 respectively. 

• Retail margins crashed due to recent price cuts. However, sector earnings would 
remain unaffected as bonds and duty cuts would offset the impact. Blended retail 
margins were healthy prior to this cut, despite dipping MoM. February ’07 margins at 
Rs1.35/litre have registered a reversal from losses in February ’06. Margins improved 
in January ’07 led by a fall in crude prices to sub-US$53/bl levels.  

• Indian GRMs rose in January ’07 registering a reversal from losses in January ’06 – 
they rose 103% MoM in February ’07 to an 11-month high due to higher HSD, SKO 
and LPG spreads. 

• Oil prices rose 7.9% MoM due to a cold snap in the US and Europe. However, in the 
medium term, crude may stabilise at US$55/bl in FY07E based on a likely increase in 
spare capacity. 

Table 2: Valuation summary 
FY06 FY07E FY08E 

Company 
EPS 
(Rs) 

P/E
(x) 

EV/E
(x) 

EPS 
(Rs) 

P/E
(x) 

EV/E 
(x) 

EPS 
(Rs) 

P/E
(x) 

EV/E
(x) 

BPCL  14.8 22.6 12.1 51.4 6.5 5.4 50.5 6.6 5.9 
GAIL 27.3 10.3 6.0 26.7 10.6 5.5 32.3 8.8 4.6 
Gujarat Gas * 72.8 18.2 11.8 74.1 17.9 10.5 94.8 14.0 7.5 
HPCL 5.5 53.4 16.0 39.5 7.4 5.0 39.3 7.4 4.4 
Indraprastha Gas 7.5 14.9 5.2 9.3 12.1 4.3 10.0 11.1 3.6 
ONGC 71.5 12.2 5.7 85.1 10.2 4.9 103.4 8.4 3.7 
Reliance Industries 67.9 20.7 14.7 74.5 18.9 12.3 86.7 16.2 9.8 
Sector Average 38.2 21.8 10.2 51.5 11.9 6.8 59.6 10.4 5.6 

Source: Company data, i-SEC Research;  * Year ending December 31; Valuation ratios as on February 21, ’07  
 
Details in our report ‘Refining sweetens the pot’ dated February 21, 2007 
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Recent reports/updates 
Analyst Company/Sector Date 
S. Ramesh Netback margin monthly: Refining sweetens the pot Feb 21 
S. Ramesh Oil&Gas sector update: Halcyon days ahead Feb 15 
Rajesh Vora Dr. Reddy’s Lab: Bolstering the base Feb 9 
Amar Kedia Aviation Sector: Clear horizons Feb 9 
Anand Shah Godrej Consumer: Outshining the rank   Feb 6 
Poonam Nishal Bharti Airtel: Ringing in success Feb 5 
Vinay Patel Monetary policy review: Yet another surprise  Feb 1 
Shekhar Singh MphasiS: In the fray Feb 1 
S. Ramesh Netback margin monthly: Exploding margins Jan 24 
Shekhar Singh Satyam Computer: Tangy Flavor Jan 19 
S. Ramesh Reliance Industries: Refined surprise Jan 19 
Shekhar Singh Infotech Enterprises: Minor roadblock Jan 17 
Shekhar Singh Wipro: Getting back on track Jan 17 
Vinay Patel Market Strategy: Still packs a punch Jan 16 
Shekhar Singh HCLT: Upbeat Mood Jan 16 
Shekhar Singh TCS: Robust Performance Jan 16 
Shekhar Singh Infosys Technologies: In line with expectations Jan 11 
Anand Shah FMCG Quarterly results preview: Keep the faith Jan 9 
S. Ramesh Oil&Gas Quarterly results preview: Steals the show Jan 5 
Shilpa Gupta Automobile Quarterly results preview: Upbeat tempo Jan 5 
Shekhar Singh Technology Quarterly results preview: Time for prudence Jan 4 
Rajagopal Ramanathan Banking Quarterly results preview: Triumphant act Jan 4 
Omprakash / Amarnath Media Quarterly results preview: Buzzmakers Jan 4 
Poonam Nishal / R. Amarnath Utilities Quarterly results preview: Brimming with energy Jan 3 
Rajesh Vora Pharma Quarterly results preview: On growth wavelength Jan 2 

 
 
 
 

Quarterly results date reckoner 

 
No. Companies Date of result 
1 Gujarat Gas February 23 
2 Aventis Pharma Date awaited 
3 Nestle India Date awaited 
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ANALYST CERTIFICATION  
We /I, S. Ramesh, PGDM, BTech research analysts and the authors of this report, hereby certify that all of the views expressed in this research report accurately 
reflect our personal views about any and all of 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.   

Disclosures: 
ICICI Securities Limited (ICICI Securities) and its affiliates are a full-service, integrated investment banking, investment management and brokerage and financing 
group.  We along with affiliates are leading underwriter of securities and participate in virtually all securities trading markets in India.  We and our affiliates have 
investment banking and other business relationship with a significant percentage of companies covered by our Investment Research Department.  Our research 
professionals provide important input into our investment banking and other business selection processes.  ICICI Securities generally prohibits its analysts, persons 
reporting to analysts and their dependent family members from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover. 

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 reasonable basis, ICICI Securities, its subsidiaries and associated companies, their directors and employees (“ICICI Securities and affiliates”) are 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 is 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 may 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 judgement by any recipient. The 
recipient should independently evaluate the investment risks. The value and return of investment may vary because of changes in interest rates, foreign exchange rates 
or any other reason. ICICI Securities and affiliates accept no liabilities 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. 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 and its affiliates might have managed or co-managed a public offering for the subject company in the preceding twelve months. ICICI Securities and 
affiliates might have received 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 public offerings, corporate finance, investment banking or other advisory services in a merger or specific transaction. ICICI Securities and affiliates 
expect to receive  compensation from the companies mentioned in the report within a period of three months following the date of publication of the research report for 
services in respect of public offerings, corporate finance, investment banking or other advisory services in a merger or specific transaction. It is confirmed that  
S. Ramesh, PGDM, BTech research analysts and the authors of this report have not received any compensation from the companies mentioned in the report in the 
preceding twelve months. Our research professionals are paid in part based on the profitability of ICICI Securities, which include earnings from Investment Banking and 
other business.  

ICICI Securities or its affiliates collectively 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.   

It is confirmed that S. Ramesh, PGDM, BTech research analysts and the authors of this report or any of their family members does not serve as an officer, director or 
advisory board member of the companies mentioned in the report. 

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report. ICICI Securities 
and affiliates may act upon or make use of information contained in the report prior to the publication thereof. 

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 ICICI Securities and affiliates to any 
registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category 
of investors. Persons in whose possession this document may come are required to inform themselves of and to observe such restriction.  

This report has not been prepared by ICICI Securities, Inc. However, ICICI Securities, Inc. has reviewed the report and, in so far as it includes current or historical 
information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed. 
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