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WHAT’S CHANGED… 
PRICE TARGET .............................................................................................. Unchanged 

EPS (FY11E) .................................................................................................. Unchanged 

EPS (FY12E) ........................................................... Changed from Rs 150.4 to Rs 152.4 

RATING...........................................................................................................Add to Buy 

One time NRL shutdown dents profitability… 
Oil India declared its Q1FY11 results with revenues of Rs 1,574.2 crore, 
EBITDA of Rs 689.5 crore and PAT of Rs 501.1 crore. The revenues and 
profit were below our expectations mainly on account of the 
maintenance shutdown of Numaligarh Refinery (NRL) for 42 days, which 
reduced oil and gas sales volumes. NRL has come back to production 
now and production is expected to be ramped up to pre-shutdown 
levels in the current quarter. Net crude oil realisation declined 10.7% 
YoY to US$49.68 per barrel on account of higher subsidy burden of Rs 
729.7 crore in Q1FY11. The reforms by the government on June 25 in 
the pricing of petroleum products would reduce Oil India’s subsidy 
burden and improve its profitability, going forward. The increase in 
APM gas prices would also add to its earnings in the coming quarters. 
We believe Oil India’s large reserve base and new discoveries would 
create value for investors, going ahead. We recommend a BUY rating on 
the stock with a price target of Rs 1526 based on 10x FY12E EPS. 

 Highlights of the quarter 
The crude oil and natural gas production declined by 9.5% YoY and 
8.6%, respectively, to 5.75 mmboe and 553 mmscm in Q1FY11 on 
maintenance shutdown of NRL. Oil India’s net crude oil realisation 
declined 10.7% YoY from US$55.7 per barrel in Q1FY10 to US$49.7 
per barrel in Q1FY11 on higher subsidy payment. Oil India made two 
discoveries in Assam during the last quarter and they are being 
tested for further development. Oil India has bagged nine blocks 
under NELP-VIII round. 

Valuation 
We believe Oil India’s large reserve base and new discoveries would 
create value for investors, going ahead. The reforms by the Indian 
Government will drive the earnings of the company. Oil India is trading at 
10.1x FY11E and 9x FY12E EPS of Rs 134.8 and Rs 152.4, respectively. 
We recommend a BUY rating on the stock with a price target of Rs 1526 
based on 10x FY12E EPS. 
 

Exhibit 1: Performance Highlights 
(Rs Crore) Q1FY11A Q1FY11E Q1FY10 Q4FY10 YoY Gr.(%)  QoQ Gr.(%)

Revenues 1574.2 1828.6 1974.6 1870.7 -20.3 -15.9

EBITDA 689.5 869.3 1023.6 704.3 -32.6 -2.1

EBITDA Margin (%) 43.8% 47.5% 51.8% 37.6%  -800 bps  620 bps

Depreciation 197.9 176.5 121.8 323.5 62.5 -38.8

Interest 0.6 0.8 0.9 1.0 -28.9 -34.0

Reported PAT 501.1 624.6 739.7 431.0 -32.3 16.3

EPS (Rs) 20.8 26.0 30.8 17.9 -32.3 16.3  
Source: Company, ICICIdirect.com Research 
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Rating matrix 
Rating : Buy 

Target : Rs 1526 

Target Period : 12 months 

Potential Upside : 12% 

 
Key Financials   
(Rs Crore) FY09 FY10 FY11E FY12E

Revenues 7414.3 8072.8 8871.5 10007.9

EBITDA 3420.2 3875.6 4517.4 5185.5

Net Profit 2161.7 2610.5 3242.4 3665.0
 

 
Valuation summary 

FY09 FY10E FY11E FY12E

EPS (Rs) 101.0 108.6 134.8 152.4

PE (x) 13.5 12.6 10.1 9.0

Target PE (x) 15.1 14.1 11.3 10.0

EV to EBITDA (x) 6.8 6.3 5.1 4.3

Price to book (x) 3.1 2.4 2.1 1.8

RoNW (%) 23.2 19.0 20.3 19.8

RoCE (%) 28.5 22.6 23.7 23.6
 

 
Stock data 
Market Cap. Rs 32869.5 Crore

Debt (FY09) Rs 56.5 Crore

Cash + Liq. Invsts (FY09) Rs 6070 Crore

EV Rs 26856 Crore

52 week H/L 1443 / 1048

Equity capital Rs 240 Crore 

Face value Rs 10
MF Holding (%) 3.9

FII Holding (%) 1.9  
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Exhibit 2: Crude oil production 
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Source: Company, ICICIdirect.com Research 

 
Exhibit 3: Crude oil realisation 
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Source: Company, ICICIdirect.com Research 

 
Exhibit 4: Gas production 
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Source: Company, ICICIdirect.com Research 

 

Crude oil production declined 9.5% YoY from 6.3 mmboe in

Q1FY10 to 5.7 mmboe in Q1FY11 due to maintenance

shutdown of NRL in the last quarter. Oil India’s crude oil

production has now resumed back to normal levels 

Oil India’s net crude oil realisation declined 10.7% YoY from

US$55.7 per barrel in Q1FY10 to US$49.7 per barrel in

Q1FY11 on higher subsidy payment. Subsidy payment for

Q1FY11 increased to Rs 729.7 crore (US$28.4 per barrel)

from Rs 57.6 crore (US$1.8 per barrel in Q1FY10).

However, the subsidy burden is expected to decline in the

coming quarters on account of reforms in the pricing of

petroleum products by the Indian Government 

 

Natural gas production declined 8.6% YoY to 553 mmscm

in Q1FY11. However, revenues from natural gas have

increased due to the revision of APM gas prices to US$4.2

per mmbtu 
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Exhibit 5: EBITDA and EBITDA margin 
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Source: Company, ICICIdirect.com Research 

 
Exhibit 6: Quarterly profit and loss account 
(Rs Crore) Q1FY11 Percent. (%) Q1FY10 Percent. (%)

Revenues 1574.2 100.0 1974.6 100.0

(Increase) / Decrease in stock in trade -11.8 -0.8 -14.6 -0.7

Consumption of raw materials 21.7 1.4 22.8 1.2

Employees Cost 249.9 15.9 247.7 12.5

Statutory Levies 478.6 30.4 582.3 29.5

Other Expenditure 146.3 9.3 112.8 5.7

Total Expenditure 884.7 56.2 951.0 48.2

EBITDA 689.5 43.8 1023.6 51.8

Depreciation 197.9 12.6 121.8 6.2

EBIT 491.6 31.2 901.8 45.7

Interest 0.6 0.0 0.9 0.0

Other Inc /Exp /Extra Ordinary Item 242.4 15.4 163.5 8.3

PBT 733.3 46.6 1064.5 53.9

Total Tax 232.2 14.8 324.8 16.4

PAT 501.1 31.8 739.7 37.5

Source: Company, ICICIdirect.com Research 

 
Valuations 

We believe Oil India’s large reserve base and new discoveries would 
create value for investors, going ahead. The reforms by the Indian 
government in the pricing of petroleum products and revision of APM gas 
prices will drive the earnings of the company. Oil India is trading at 10.1x 
FY11E and 9x FY12E EPS of Rs 134.8 and Rs 152.4, respectively. We 
recommend a BUY rating on the stock with a price target of Rs 1526 
based on 10x FY12E EPS. 

EBITDA declined 32.6% YoY to Rs 689.5 crore in Q1FY11

on account of a decline in crude oil volumes and net

realisation 
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RATING RATIONALE 
ICICIdirect.com endeavours to provide objective opinions and recommendations. ICICIdirect.com assigns 
ratings to its stocks according to their notional target price vs. current market price and then categorises them 
as Strong Buy, Buy, Add, Reduce and Sell. The performance horizon is two years unless specified and the 
notional target price is defined as the analysts' valuation for a stock. 
 
Strong Buy: 20% or more; 
Buy: Between 10% and 20%; 
Add: Up to 10%; 
Reduce: Up to -10% 
Sell: -10% or more; 
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