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Monthly Highlights 

 
 Exploration & Production (E&P) 

Crude prices averaged USD 63.5/bbl in May down 1.1% compared to USD 64.2/bbl in April.  
 

 Refining 

Indian simple GRMs increased further to USD 8.2/bbl from USD 7.2/bbl in April 2007 due to 

31% and 16% increase in Gasoline-WTI and Diesel-WTI spread respectively. The spreads 

had increased due to low gasoline inventories in the US and have started receding. 
 

 Marketing 

Gasoline under-recoveries have increased to INR 5.4/ltr from INR 4.4/ltr and diesel under-

recoveries have increased to INR 3.6/ltr from INR 3.5/ltr. Under-recoveries have increased 

due to rising product spreads despite appreciation of the rupee. 
 

News during the month 

 HPCL declared Q4FY07 result with net profit of INR 5.5 bn down 72% Y-o-Y. (May 29)  

 IGL declared Q4FY07 result with net profit of INR 0.4 bn up 35.6% Y-o-Y. (May 28) 

 IOCL declared Q4FY07 result with net profit of INR 16.1 bn down 60% Y-o-Y (May 28) 

 BPCL declared Q4FY07 result with net profit of INR 6.7 bn down 60% Y-o-Y. (May 24) 

 Cairn pipeline approval differed due to possibility of a 7.5 mmtpa refinery in Rajasthan 

(May 17) 
 

Research 

 May 30: Oil Marketing Companies- risk of under-recovery support lingers; result update 

Q4FY07; downgrade HPCL, BPCL & IOCL to ‘ACCUMULATE’ 

 May 30: Indraprastha Gas - fundamentals intact; result update Q4FY07; maintain ‘BUY’ 

 May 17: Indraprastha Gas -  stable growth story; company update; maintain ‘BUY’ 

 May 14: Chennai Petroleum: refining margins rebound; result update Q4FY07; upgrade 

to ‘BUY’ 
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Monthly stock Performance 

Oil & Gas Snapshot

May-07 Apr-07 May-06 YoY % MoM %  

WTI (USD/bbl) 63.5            64.2         70.9          (10.5)         (1.1)             

Indian Crude (USD/bbl) 66.0            65.4         67.3          (1.9)           1.0              

Light-Heavy Spead (Usd/bbl) 3.9              5.7           10.8          (63.6)         (30.8)           

GRMs:

Indian Simple (USD/bbl) 8.2              7.2           7.1            15.4          14.6            

Indian Complex (USD/bbl) 11.9            10.3         9.2            29.4          15.2            

Marketing Under-recovery*

MS (INR/ltr) 5.4              4.4           7.6            (29.8)         22.0            

HSD (INR/ltr) 3.6              3.5           8.0            (54.7)         2.1              

LPG (INR/cyl) 166.1          159.6       119.6        38.9          4.1              

SKO (INR/ltr) 13.5            12.9         15.8          (14.7)         4.8              

*Negative number implies over-recovery
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Exploration and Production 

 
WTI crude price                                                                    
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                                           Source: Bloomberg, Edelweiss research 
 
Crude price spreads: The spread between WTI and Indian basket continued to remain negative due to (1) higher increase in Brent prices 
and (2) the spread between WTI and Dubai & Oman crude also turning negative in May. (Brent, Dubai and Oman constitute the Indian 
Crude basket). Spread between WTI and Brent averaged USD 4.6/bbl compared to USD 3.7/bbl in April.  

 
WTI - Arab Heavy spread WTI -Indian basket spread 
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Source: Bloomberg, Edelweiss research 

 

WTI Crude prices 
averaged USD 63.5/bbl 
in May 2007 compared 
to USD 64.2/bbl in April 

2007.   
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Refining: 
 

Indian simple GRMs      
 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

                                              Source: Bloomberg, Edelweiss research 
 
Monthly refining margins:  
 
Indian simple GRMs Indian complex GRMs 
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Source: Bloomberg, Edelweiss research  

Quarterly Refining margins:  Refining margins have sustained the high levels in May with the QTD average GRMs increasing to USD 
7.7/bbl compared to USD 5.7/bbl in 4QFY07.   

 
Indian simple GRMs Indian complex GRMs 
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Source: Bloomberg, Edelweiss research 

Refining margins sustained 
high levels in May with 

Indian GRMs averaging USD 
8.2/bbl compared to USD 

7.2/bbl in April 
 

Complex and Simple 
refining spread increased to 

USD 3.6/bbl from USD 
3.1/bbl due to widening 

Gasoline and Naphtha 

spreads  -2
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0.0

1.0

2.0

3.0

4.0

5.0

6.0

7.0

8.0

9.0

A
pr

-0
6

M
ay

-0
6

Ju
n-

06

Ju
l-0

6

A
ug

-0
6

S
ep

-0
6

O
ct

-0
6

N
ov

-0
6

D
ec

-0
6

Ja
n-

07

Fe
b-

07

M
ar

-0
7

A
pr

-0
7

M
ay

-0
7

(U
S

D
/b

bl
)

0.0

2.0

4.0

6.0

8.0

10.0

12.0

14.0

A
pr

-0
6

M
ay

-0
6

Ju
n-

06

Ju
l-0

6

A
ug

-0
6

S
ep

-0
6

O
ct

-0
6

N
ov

-0
6

D
ec

-0
6

Ja
n-

07

Fe
b-

07

M
ar

-0
7

A
pr

-0
7

M
ay

-0
7

(U
S

D
/b

bl
)



Oil & Gas monthly 

4 

 
Marketing 
 
Under-recoveries for auto fuels have increased in may due to increasing gasoline and diesel premium over Crude 
price. Though WTI crude prices decreased by 1%, gasoline and diesel spreads increased by 31% and 16% in 
May leading to increased under-recoveries. (Gasoline-WTI spread of USD 25.5/bbl compared to USD 19.4/bbl in 
April  and Diesel-WTI spread of USD 15.9/bbl compared to USD 13.8/bbl in April)  
  
Under-recovery in auto fuels (Gasoline and Diesel)                         
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Under-recovery in domestic fuels (LPG and SKO) 
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                                                  Source: Bloomberg, Edelweiss research 
  

 
 
 
 
 
 
 

Under-recoveries for 
Gasoline and Diesel 

have increased to 
INR 5.4/ltr and INR 

3.6/ltr.  

LPG under-recovery 
at INR 166/cyl and 

SKO under-recovery 

at INR 13.5/ltr 



Oil & Gas monthly 

5 

 
                           Oil and Gas Valuation 
 

Company Rating Price

FY08 FY09 FY08 FY09

Exploration and Production

ONGC Accumulate 898 11.6            12.6          5.8              6.1              

Chinese Median 12.9            12.7          5.8              5.4              

Asian Median 12.9            12.7          5.8              5.4              

International Median 13.5            12.8          4.9              4.6              

Refining and Marketing

BPCL Accumulate 348 6.9              5.8            4.3              3.5              

HPCL Accumulate 279 7.8              5.3            5.9              3.7              

IOCL Accumulate 447 7.8              7.3            5.3              4.8              

RIL Accumulate 1731 23.9            22.7          15.0            13.9            

CPCL Buy 245 7.2              7.1            4.6              4.1              

Asian Median 9.7              10.2          7.4              7.5              

US and Europe Median 12.3            11.8          6.3              5.8              

International Median 10.7            11.7          7.1              6.7              

Petrochemicals

RIL Accumulate 1731 23.9            22.7          15.0            13.9            

Finolex Industries Reduce 82 13.6            9.6            8.4              6.4              

International Median 13.3            13.2          6.4              6.4              

P/E EV/ EBITDA (x)

 
                                        Source: Bloomberg, Edelweiss research  Note : EV/EBITDA for E&P companies denotes EV/EBITDAX 
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INDIA RESEARCH            SECTOR 

Shriram Iyer - 2286 4256 Head – Research 

Gautam  Roy - 2286 4305 Airlines, Textile 

Ashutosh Goel - 2286 4287 Automobiles, Auto Components 

Vishal Goyal, CFA - 2286 4370 Banking & Finance 

Revathi Myneni - 2286 4413 Cement 

Harish Sharma - 2286 4307 Infrastructure, Auto Components, Mid Caps 

Priyanko Panja - 2286 4300 Infrastructure, Engineering, Telecom 

Hitesh Zaveri - 2286 4424 Information Technology 

Parul Inamdar - 2286 4355 Information Technology 

Priyank Singhal - 2286 4302 Media, Retail, FMCG 

Prakash Kapadia - 4097 9843 Mid Caps 

Niraj Mansingka - 2286 4304 Oil & Gas, Petrochemicals 

Manika Premsingh - 4019 4847 Economist 

Sunil Jain - 2286 4308 Alternative & Quantitative  

Yogesh Radke - 2286 4328 Alternative & Quantitative  

INSTITUTIONAL SALES  

Nischal Maheshwari - 2286 4205  

Rajesh Makharia - 2286 4202 

Vikrant Oak - 4019 4712 

Shabnam Kapur - 2286 4394 

Abhijit Chakraborty - 4019 4823 

Balakumar V - (044) 4263 8283 

Ashish Agrawal - 2286 4301  

Nikhil Garg - 2286 4282 

Swati Khemani - 2286 4266 

Neha Shahra - 2286 4276  

Priya Ramchandran - 2286 4389 

Anubhav  Kanodia - 2286 4361 

Tushar Mahajan - 2286 4439 

Harsh Biyani - 2286 4419 

Nirmal Ajmera - 2286 4258 

Ankit Doshi - 2286 4671 

Dipesh Shah - 2286 4434 

Edelweiss Securities 
14th Floor, Express Towers,  
Nariman Point, Mumbai – 400 021 
Board: (91-22) 2286 4400 
Email: research@edelcap.com 

Naresh Kothari – 2286 4246 Head, Institutional Equities 
 
Vikas Khemani – 2286 4206                  Head, Institutional Equities 

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 

Accumulate Expected to appreciate up to 20% over a 12-month period Sell Expected to depreciate more than 10% over a 12-month period 

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 
constitute an offer or solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction.. The information contained herein is from publicly available 
data or other sources believed to be reliable, but we do not represent that it is accurate or complete and it should not be relied on as such. Edelweiss or any of its affiliates shall not be in any 
way responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in this report.  This document is provided for assistance only and 
is not intended to be and must not alone be taken as the basis for an investment decision. The user assumes the entire risk of any use made of this information. Each recipient of this 
document should make such investigation as it deems necessary to arrive at an  independent evaluation of an investment in the securities of companies referred to in this document (including 
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 
all investors. We and our affiliates, officers, directors, and employees  may: (a) from time to time, have long or short positions in, and buy or sell the securities thereof, of company (ies) 
mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation  or act as advisor or lender / borrower to such company (ies) 
or have other potential conflict of interest with respect to any recommendation and related information and opinions. This information is strictly confidential and is being furnished to you solely 
for your information. This information should not be reproduced or redistributed or passed on directly or indirectly in any form to any other person or published, copied, in whole or in part, for 
any purpose. 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 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 
time to time. However, Edelweiss is under no obligation to update or keep the information current. Nevertheless, Edelweiss is committed to providing independent and transparent 
recommendation to its client and would be happy to provide any information in response to specific client queries. Neither Edelweiss nor any of its affiliates, directors, employees, agents or 
representatives shall be liable for any damages whether direct, indirect, special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the 
information. The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its or their 
securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report. 

Email addresses: firstname.lastname@edelcap.com                       e.g. naresh.kothari@edelcap.com                      unless otherwise specified 

Edelweiss Research is also available on Bloomberg EDEL <GO>, Thomson First Call, Reuters and Factset. 


