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Reliance Industries------------------------------------------------------------------Maintain NEUTRAL 
RIL's share price has increased significantly – can the company benefit by this? EPS: ◄► TP: ◄► 
Sanjay Mookim / Research Analyst / 91 22 6777 3806 / sanjay.mookim@credit-suisse.com 
Prashant Gokhale / Research Analyst / 852 2101 6944 / prashant.gokhale@credit-suisse.com 
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● A host of Indian companies have rushed to use the recent high 
share prices to raise money. RIL’s stock was also up significantly, 
but with modest leverage it does not need to make a cash call. If 
the company is thinking of using recently improved valuations, it 
has the option of using its stock as currency for an acquisition.  

● RIL’s share price has increased faster than most global 
petchems', thereby improving relative valuations. For e.g., with the 
issues around the Rohm and Haas acquisition, RIL’s market cap 
is now 4x that of Dow Chemicals compared with 1x in early 2007. 

● At current prices, RIL has treasury stock worth US$9.2 bn, of 
which US$4.3 bn is not classified as promoter holding. This is 
large, and using stock as currency need not therefore be dilutive.   

● Large gas-based capacity in the Middle East is still due to hit the 
market. In the near term, uncertainty about the impact on global 
product margins can cause RIL to hold its hands. We find RIL’s 
valuations stretched. If they remain this way for some time, we 
believe chances of a share-financed acquisition will increase. 

A rush to use higher share prices; is RIL interested? 
Several Indian companies have over the last several days rushed to 
use increased share prices to raise capital. RIL has modest debt and 
does not need to raise cash. However, its stock was also up 
significantly which presents the company with an acquisition 
opportunity. While buying more refining will raise the question of 
market and crude access, buying a petchem company with market 
access can be attractive. 

RIL’s share price is up faster than most global petchems’, thereby 
improving relative valuations. For e.g., with the issues around the 
Rohm and Haas acquisition, RIL’s market cap is now 4x that of Dow 
Chemicals compared with 1x in early 2007. Similar trends can be 
observed in RIL’s market cap relative to other medium-sized global 

petrochemical companies. RIL can therefore potentially use its stock 
as currency for a global acquisition – it already has close to US$9.2 
bn in treasury stock, of which US$4.3 bn is not classified as promoter 
holding. Using stock for acquisition need not be dilutive. 

Concerns about near-term margins can cause restraint 
Large gas-based capacity in the Middle East is expected to come 
online over the next few quarters. With slow demand (especially in the 
OECD countries) and increasing capacity, the impact on product 
margins can be difficult to forecast. This can reduce confidence in 
acquisition multiples, and can be a reason RIL holds its hands. We 
find RIL’s valuations stretched. If they remain this way for some time, 
chances of a share-financed acquisition will increase. 

Figure 1: RIL’s market cap relative to medium-sized petchem companies 
has improved sharply 
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Source: Bloomberg, Credit Suisse estimates. 

Figure 2: This is true even for larger companies such as Dow Chemicals 
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Source: Bloomberg, Credit Suisse estimates. 

Figure 3: RIL’s P/E has bounced back from year beginning lows 
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Bbg/RIC RIL IN / RELI.BO Price (22 May 09, Rs) 2,180.00
Rating (prev. rating) N (N) [V] TP (Rs) (prev. TP) 1,494 (1,494)
Shares outstanding (mn) 1,642.91  Est. pot. % chg. to TP  (31)
Daily trad vol–6m avg (mn) 1.0  52-wk range (Rs) 2617.35 - 1015.50
Daily trad val–6m avg (US$ mn) 38.9  Mkt cap (Rs/US$ bn) 3,581.5/ 70.8
Free float (%)   49.0  Performance 1M 3M 12M 
Major shareholders  Absolute 26.9 73.9  (16.7) 
   

Promoter & Promoter 
Grp 51% Relative  (1.1) 10.7 1.4 

Year       3/07A 3/08A 3/09E 3/10E 3/11E 
 Revenues (Rs mn) 1,137,764 1,375,079 1,462,910 1,913,100 2,322,767 
 EBITDA (Rs mn) 201,279 231,431 233,950 310,958 395,959 
 Net profit (Rs mn) 120,748 195,214 152,790 189,486 261,090 
 EPS (Rs) 83 130 97 115 159 
  - Change from prev. EPS (%) n.a. n.a. 0 0 0 
  - Consensus EPS (Rs) n.a. n.a. 97 127 149 
 EPS growth (%) 23.2 56.3  (25.2) 18.8 37.8 
 P/E (x) 26.2 16.8 22.4 18.9 13.7 
 Dividend yield (%) 0.5 0.6 0.7 0.8 1.1 
 EV/EBITDA (x) 19.4 17.4 16.8 12.9 9.9 
 P/B (x) 4.9 3.8 3.1 2.8 2.4 
 ROE (%) 16.9 21.8 13.3 14.8 17.9 
 Net debt/equity (%) 42 46 29 33 22 
Note 1: Reliance Industries is India's largest private sector business enterprise in India. It has three 
business divisions: exploration & production, refining & marketing, and petrochemicals. 
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Companies Mentioned  (Price as of 22 May 09) 
Reliance Industries (RELI.BO, Rs2180.00, NEUTRAL [V], TP Rs1494.00) 
Dow Chemical Company (DOW, $17.28, OUTPERFORM [V], TP $21.00) 
Huntsman Corporation (HUN, $6.70, NOT RATED) 
Celanese Corporation (CE, $19.20, OUTPERFORM [V], TP $33.00) 
Bayer (BAYG.DE, Eu39.30, NOT RATED) 
 

Disclosure Appendix 
Important Global Disclosures 
Sanjay Mookim, Prashant Gokhale & Rajasa K 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 RELI.BO 

RELI.BO Closing 
Price 

Target 
Price 

  
Initiation/ 

Date (INR) (INR) Rating Assumption 
29-Sep-06 1,171.05  NC  
22-Jan-07 1,373.45 1299 N X 
25-Apr-07 1,599.85 1324   
27-Apr-07 1,538.2 1281   
5-Jun-07 1,745.05 1715   
7-Aug-07 1,805.85 1739   
5-Nov-07 2,663.65 2424   
4-Jul-08 2099 1910  X 
30-Sep-08 1,946.35 1969   
7-Jan-09 1,196.8 1504   
3-Mar-09 1,199.05 1495   
17-Mar-09 1,300.35 1424   
13-May-09 1,930.75 1494    
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  O=Outperform;    N=Neutral;   U=Underperform;   R=Restricted;   NR=Not Rated;   NC=Not Covered
 

 

3-Year Price, Target Price and Rating Change History Chart for DOW 

DOW Closing 
Price 

Target 
Price 

  
Initiation/ 

Date (US$) (US$) Rating Assumption 
7/28/06 34.03 49   
5/22/07 45.77 50 N X 
1/29/08 37.94 44   
7/25/08 33 36   
10/24/08 23.86 27   
12/9/08 19.15 24   
1/27/09    X 
4/1/09 8.81 12   
5/11/09 17.63 21 O   
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 25 May 2009 

Asian Daily 
 

- 3  of  6 - 

3-Year Price, Target Price and Rating Change History Chart for CE 

CE Closing 
Price 

Target 
Price 

  
Initiation/ 

Date (US$) (US$) Rating Assumption 
8/2/06 17.73 28.5   
5/4/07 34.8  NC  
7/17/08 43.9 66 O X 
10/16/08 18.09 31   
10/22/08 14.26 22   
12/18/08 12.06 18   
1/12/09 13.62 21   
2/3/09 9.5 18   
4/28/09 18.34 24   
5/12/09 20.6 33    
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  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 exceed the industry average* 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 industry average* (range of ±10%) over the next 12 months. 
Underperform (U)**: The stock’s total return is expected to underperform the industry average* by 10-15% or more over the next 12 months. 

*The industry average refers to the average total return of the relevant country or regional index (except with respect to Europe, where stock 
ratings are relative to the analyst’s industry coverage universe). 
**In an effort to achieve a more balanced distribution of stock ratings, the Firm has requested that analysts maintain at least 15% of their 
rated coverage universe as Underperform. This guideline is subject to change depending on several factors, including general market 
conditions. 
***For Australian and New Zealand stocks a 7.5% threshold replaces the 10% level in all three rating definitions, with a required equity return 
overlay applied. 

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. 
 
Credit Suisse’s distribution of stock ratings (and banking clients) is: 

Global Ratings Distribution 
Outperform/Buy*  36% (58% banking clients) 
Neutral/Hold*  44% (59% banking clients) 
Underperform/Sell*  19% (48% 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 
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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 (RELI.BO) 
Method: Our target price for Reliance Industries is Rs1,494. We value the company using a discounted cash flow (DCF) based sum-of-the-parts 
valuation. We use a weighted average cost of capital (WACC) of 12.2%. Our DCF-based valuations for the core business - Chemicals and 
Refining - imply an EV/EBITDA (enterprise value/earnings before interest, tax, depreciation, amortisation) of 4.5x and 7.6x, respectively, for 
2010, in line with its global peers. We value the existing known blocks in E&P at US$23.5bn, and the exploration at US$7bn for the reserves that 
have not been discovered. 
Risks: There are risks on the downside to our Rs1,494 target price for Reliance Industries if: 1) global growth slows and chemical and refining 
margins revert back to mid-cycle faster than expected; 2) gas reserves are lower than modelled; 3) gas pricing is lower than modelled; 4) 
execution of the retail business build-out is short of our expectations on either market growth, or Reliance's market share. 
Price Target: (12 months) for (DOW) 
Method: Our $21 target price for DOW is derived through a multi-tiered approach that uses adjusted historical multiple ranges that reflect 
changes in returns, the acquisition of Rohm & Haas, and our outlook for the legacy businesses. Our price target call for an EV/EBITDA 
(Enterprise value/earnings before interest, taxes, depreciation adn amortization) multiple 12-months out of roughly 10.7x our 2009 EBITDA 
estimate of $4.1 billion. 
Risks: DOW is a heavy commodity-oriented company that faces many of the same potential risks as its peers: currency and raw material price 
fluctuations, new capacity coming on stream, rising energy costs, and a prolonged economic slump that reduces demand for commodity 
chemicals. Another downturn in the overall economy would have a negative impact on our forecasts and is one of the primary risks to Dow’s 
achieving our $21 target price. The other primary rise relates to the acquisition of ROH and DOW  being able to successfully integrate the 
companies and realize the targeted synergies and cost savings. Additionally, a significant and sustained drop in oil prices would hurt Dow’s 
equity earnings that are concentrated in low cost feedstock positions and enjoy margin enhancement from high energy prices globally. DOW has 
an excellent record at hedging currency and raw materials, but there is no assurance this performance will be attained in the future. 
Price Target: (12 months) for (CE) 
Method: We calculate our $33 price target by using returns analysis on the specialty chemical group to help us set the proper valuation multiple 
on the stock.  Our returns-based analysis plots Enterprise Value/EBITDA (earnings before interest, taxes, depreciation, and amortization) versus 
estimate return on gross invested capital (ROGIC) for the peer group in 2009.   By applying the target multiple of 7.5X to our 2010 EBITDA 
estimate of $1,071 million, we arrive at a our price target of $33. 
Risks: Risks to CE's achievement of our $33 target price are: (1) Weakness in the company's end markets including autos and 
coatings/housing.  CE has exposure to the automotive industry in its Advanced Engineered Materials segment, and to the coatings/housing 
markets through parts of its Acetyl Intermediates and Industrial Specialties divisions.  (2) CE's Acetyl Intermediates business is a cyclical 
business.  With new capacity expected to come online in the industry by a number of competitors over the next few years, the degree to which 
earnings growth will decelerate for CE's business is uncertain. 

See the Companies Mentioned section for full company names. 
The subject company (RELI.BO, DOW, CE) currently is, or was during the 12-month period preceding the date of distribution of this report, a 
client of Credit Suisse. 
Credit Suisse provided investment banking services to the subject company (RELI.BO, DOW) within the past 12 months. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, to the subject company (DOW, CE) 
within the past 12 months. 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (RELI.BO, DOW) within 
the next 3 months. 
Credit Suisse has received compensation for products and services other than investment banking services from the subject company (DOW, 
CE) within the past 12 months. 
Important Regional Disclosures 
The analyst(s) involved in the preparation of this report have not visited the material operations of the subject company (RELI.BO, DOW, CE) 
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:  
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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. 
• Prashant Gokhale, non-U.S. analyst, is a research analyst employed by Credit Suisse (Hong Kong) Limited. 
• Rajasa K, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (India) Private Limited. 
Important MSCI Disclosures 
The MSCI sourced information is the exclusive property of Morgan Stanley Capital International Inc. (MSCI). Without prior written permission of 
MSCI, this information and any other MSCI intellectual property may not be reproduced, re-disseminated or used to create any financial 
products, including any indices. This information is provided on an “as is” basis. The user assumes the entire risk of any use made of this 
information. MSCI, its affiliates and any third party involved in, or related to, computing or compiling the information hereby expressly disclaim all 
warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect to any of this information. 
Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any third party involved in, or related to, computing or 
compiling the information have any liability for any damages of any kind. MSCI, Morgan Stanley Capital International and the MSCI indexes are 
services marks of MSCI and its affiliates. 

The Global Industry Classification Standard (GICS) was developed by and is the exclusive property of Morgan Stanley Capital International Inc. 
and Standard & Poor’s. GICS is a service mark of MSCI and S&P and has been licensed for use by Credit Suisse. 
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, 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 stock ratings 
reflect different assumptions and analytical methods, trading calls may differ directionally from the stock rating. In addition, CS may have issued, and may in the future issue, other 
reports that are inconsistent with, and reach different conclusions from, the information presented in this report. Those reports reflect the different assumptions, views and 
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