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Major Shareholders 

Promoters 65.1% 

Foreign 14.1% 

Domestic Inst. 10.6% 

Public & Others 10.2% 

 

Stock Performance 

(%) 1M 6M 12M 

Absolute 23.8 4.1 12.5 

Relative 15.6 29.3 53.8 

 

Price Performance (RIC: GGAS.BO, BB: GGAS IN) 
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Source: Bloomberg

Gujarat Gas Company 
Gas supply reckons growth 

 Volume CAGR of 18-20% over the next 3-5 years: The management is 
confident of clocking over 18-20% CAGR over the next 3-5 years owing to 
the up-ticking demand from the industrial retail segment. Gujarat Gas 
(GujGas) has been delivering over 18-20% YoY volume growth in its 
industrial retail segment over the past 4-5 years. However, the growth 
remained flattish during CY08, owing to constrained gas supplies. 

 Existing infrastructure can distribute about 4.5mmscmd: GujGas has 
invested over Rs5bn over the past four years to augment its 
infrastructure network and CNG stations. Hence, the existing 
infrastructure can easily distribute over 4.5mmscmd of gas. 
Furthermore, the company has earmarked about Rs1.5bn p.a. for 
expansion over the next couple of years. 

 Regulations not to impact the earnings: The Petroleum and Natural Gas 
Regulatory board (PNGRB) regulator has capped CGD infrastructure 
network RoCE at 14.0% post tax levels (21.2% on pre-tax for 34% tax 
paying company). Although the network RoCE is capped, the company is 
free to charge marketing margin, which elevates the blended RoCEs 
above the cap. Hence, capped RoCE will not impact OPMs of GujGas and 
the company will be able to maintain its OPMs between 18-20%. 

 Supply worries still haunt: GujGas’s growth has been stalled since past 
2-3 quarters due to constrained gas supplies. The company will have to 
rely on KG D6 allocation, without which it will not able to demonstrate 
any growth in volumes. We believe the stock is fairly priced at current 
levels. Hence, we downgrade the stock to ‘Reduce’. 

 

Key financials (Y/e Dec) CY07 CY08E CY09E CY10E 

Revenues (Rs m) 12,446  13,013  14,625  16,013 
     Growth (%) 28.5   4.5   12.4   9.5 
EBITDA (Rs m) 2,537  2,352  2,769  3,108 
PAT (Rs m) 1,529  1,606  1,651  1,796 
EPS (Rs) 23.7  24.9  25.5  27.8 
     Growth (%) 74.9   5.1   2.8   8.8 
Net DPS (Rs) 3.0  3.0  3.5  4.0 

Source: Company Data; PL Research 

Profitability & valuation CY07 CY08E CY09E CY10E 

EBITDA margin (%) 20.4  18.1  18.9  19.4 
RoE (%) 30.2  25.1  21.3  19.5 
RoCE (%) 32.1  23.7  23.9  23.3 
EV / sales (x) 1.4  1.3  1.1  0.9 
EV / EBITDA (x) 6.8  6.9  5.6  4.7 
PE (x) 11.5  10.9  10.7  9.8 
P / BV (x) 3.0  2.5  2.1  1.8 
Net dividend yield (%) 1.1  1.1  1.3  1.5 

Source: Company Data; PL Research 

Rohit Nagaraj 
RohitNagraj@PLIndia.com 
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Gas sales volumes  
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Source: Company Data, PL Research 

Capex plans 
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Source: Company Data, PL Research 

Blended distribution rate 
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Source: Company Data, PL Research 
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Gujarat – potential for natural gas 

 

Source: Company Data 
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PL’s Recommendation Nomenclature 

BUY  : Over 15% Outperformance to Sensex over 12-months Accumulate : Outperformance to Sensex over 12-months 

Reduce : Underperformance to Sensex over 12-months Sell : Over 15% underperformance to Sensex over 12-months 

Trading Buy : Over 10% absolute upside in 1-month Trading Sell : Over 10% absolute decline in 1-month 

Not Rated (NR) : No specific call on the stock Under Review (UR) : Rating likely to change shortly 

This document has been prepared by the Research Division of Prabhudas Lilladher Pvt. Ltd. Mumbai, India (PL) and is meant for use by the recipient only as information 
and is not for circulation.  This document is not to be reported or copied or made available to others without prior permission of PL. It should not be considered or taken 
as an offer to sell or a solicitation to buy or sell any security.   

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy or 
completeness of the same. Neither PL nor any of its affiliates, its directors or its employees accept any responsibility of whatsoever nature for the information, 
statements and opinion given, made available or expressed herein or for any omission therein.  

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The 
suitability or otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an independent 
expert/advisor.  

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or 
engage in transactions of securities of companies referred to in this report and they may have used the research material prior to publication.  

We may from time to time solicit or perform investment banking or other services for any company mentioned in this document.  


