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The boards of RIL and IPCL, on March 10, 2007, approved the merger of IPCL with RIL 

with a share ratio of 5:1. The boards also approved an interim dividend of INR 11 per RIL 

share and INR 6 per IPCL share. The merger ratio is EPS accretive and leads to marginal 

dilution of promoter’s shareholding. We maintain our ‘BUY’ recommendation on the stock. 

 
 Merger is EPS accretive 

Using consensus EPS (Bloomberg) for IPCL and our EPS estimates (standalone) of INR 

74.4 for RIL, we estimate FY08 EPS of the merged entity at INR 79.4 (accretive by 6.7%). 

 

Table 1: RIL-IPCL merger: EPS accretive  

RIL FY08 standalone PAT (Bn) 103.7 IPCL consensus PAT (INR bn) 11.7

Number of shares (mn) 1,394 RIL + IPCL FY08  PAT (INR bn) 115.4

RIL EPS (INR) 74.4 Number of shares (mn) 1,454

RIL+ IPCL EPS (INR) 79.4

EPS accretion (%) 6.7

Pre-merger RIL Post- merger RIL 

Source: Edelweiss research 

 
 Marginal savings from merger 

While the merger brings benefits like reduced management costs, increased management 

bandwidth but benefits like product grade optimisation, marketing synergies, 

product/feedstock inter-linkages had been incorporated earlier (after RIL took over the 

management control in 2002). 

 
 Merger dilutive by 1.7% for promoters 

RIL’s equity will be dilutive by 4.3% as the number of shares would increase to 1454 mn 

(including treasury shares). As RIL’s existing shareholding in IPCL would be held in a trust, 

the treasury shareholding would increase from 11.5% to 12.8% (factoring for post-warrant 

dilution). Post-merger, promoter’s shareholding will get diluted by 1.7% to 41.4%. 

 
 Maintain ‘BUY’ 

We believe that returns on the stock will be driven from the spate of positive surprises such 

as confirmation of oil and gas finds, approval of commerciality of finds, clarity on gas 

pricing, retailing and SEZ ventures, and potential increase in peak plateau production 

levels. We maintain our ‘BUY’ recommendation on the stock. 
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Market Data 

52-week range (INR) : 1,445 / 726 

Share in issue (mn) : 1,393.5 

M cap (INR bn/USD mn) : 1,834 / 41,490 

Avg. Daily Vol. BSE/NSE (‘000) : 6,357.1 
 
 
Share Holding Pattern (%) 

Promoters : 50.6 

MFs, FIs & Banks : 8.1 

FIIs : 19.9 

Others : 21. 3 
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RELIANCE INDUSTRIES INR 1,316 
 
 
 

RIL-IPCL merger - EPS accretive BUY 

Edelweiss Research is also available on Bloomberg EDEL <GO>, Thomson First Call, Reuters and Factset. 
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Table 2: RIL Pre- and Post merger shareholding 

(mn) (%) (mn) (%)
RIL PRE-MERGER
Pre-Warrant Issue
Promoter shareholding 532 38.2 532 43.6

Treasury shares 174 12.5 0 0.0
Others 688 49.4 688 56.4
Total 1,394 100.0 1,220 100.0
Shareholding (%) 38.2 43.6
Control (%) 50.6 43.6

Post-Warrant Issue
Promoter shareholding 652 43.1 652 48.6
Treasury shares 174 11.5 0 0.0
Others 688 45.5 688 51.4
Total 1,514 100.0 1,340 100.0

Shareholding (%) 43.1 48.6
Control (%) 54.5 48.6

IPCL 
RIL shareholding 140 46.6 140 46.6
Others 160 53.4 160 53.4

Total 301 100.0 301 100.0
Shareholding (%) 46.6 46.6

RIL POST-MERGER
Scenario 1: IPCL holding is treasury (most probable)

Pre-Warrant Issue
Promoter shareholding 532 36.6 532 42.5
Treasury shares 202 13.9 0 0.0
Others 720 49.5 720 57.5
Total 1,454 100.0 1,252 100.0
Shareholding (%) 36.6 42.5
Control (%) 50.5 42.5

Post-Warrant Issue
Promoter shareholding 652 41.4 652 47.5
Treasury shares 202 12.8 0 0.0
Others 720 45.8 720 52.5
Total 1,574 100.0 1,372 100.0
Shareholding (%) 41.4 47.5
Control (%) 54.2 47.5

Scenario 2: IPCL holding is extinguished
Pre-Warrant Issue
Promoter shareholding 532 37.3 532 42.5

Treasury shares 174 12.2 0 0.0
Others 720 50.5 720 57.5
Total 1,426 100.0 1,252 100.0
Shareholding (%) 37.3 42.5
Control (%) 49.5 42.5

Post-Warrant Issue
Promoter shareholding 652 42.2 652 47.5
Treasury shares 174 11.2 0 0.0
Others 720 46.6 720 52.5
Total 1,546 100.0 1,372 100.0
Shareholding (%) 42.2 47.5
Control (%) 53.4 47.5

Including treasury shares Excluding treasury shares

 
Source: Edelweiss research   
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RATING INTERPRETATION 
 

Buy Expected to appreciate more than 20% over a 12-month period Reduce Expected to depreciate up to 10% over a 12-month period 
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Trading Buy Expected to appreciate more than 10% over a 45-day period Trading Sell Expected to depreciate more than 10% over a 45-day period 

This document has been prepared by Edelweiss Securities Private Limited (Edelweiss). Edelweiss and 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 
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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 
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where such distribution, publication, availability or use would be contrary to law, regulation or which would subject Edelweiss and affiliates 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 
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