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RIL IN ouperiorm  NAS been delayed

Stock price as of 19 Sep 08 Rs 2,051.85 Event

12-month target Rs 2,780.00

Upside/downside % +35.5 » Reliance Industries held a press conference yesterday to give an update
Valuation Rs 2,780.00

on the KG-D6 development. The oil production from the MA well in KG-D6
has started, however the gas production from D1 and D3 gas wells has

- Sum of Parts

GICS sector energy been delayed by three months.

Market cap Rs bn 2,983

30-day avg turnover Ussm 220.0 Im pact

Market cap US$m 65,107

Number shares on issue m 1454« Oil production has started from KG-D6. The oil production commenced on

17 September at a rate of 5,000bpd. The KG-D6 oil is of light and

RGBT sweet quality that is being benchmarked to Tapis and Nigerian Bonny Light

Year end 31 Mar 2008A 2009E 2010E 2011E . . . A . .
crude oils. Reliance Industries will increase oil production to 20,000bpd by the
Totalrevenue  bn 1,371.5 1,685.4 2,179.2 2,398.9 end of October and later to peak production of 40,000bpd.
EBITDA bn 2314 330.6 453.0 464.9
EBITDAgrowth % 150 428  37.0 2.6 ; ;
e Yo dEn s 9we S = Gas production has been delayed. Reliance has announced that gas

EBIT Growth % 191 435 396 1.5 production will start early next year, which is about three months later than our

Reported profit bn 195.2 181.7 261.3 267.3 ; i P 0,

Adusted profit  bn 1479 1817 2613 267.3 gstlmated October 2008 start. We gstlmate this delay to have a less than 1%
impact on RIL's TP. However, the impact on FYO9E earnings could be about

EPS rep Rs 127.73 11550 166.04 169.87 5%
EPS adj Rs 96.80 11550 166.04 169.87 :
EPSadjgrowth % 165 193 4338 2.3 : . . . .
PE af,‘j yore W mr  ion  swa das » Savings of US$20bn in foreign exchange outflow. Reliance has said that
at peak production of 550,000boepd (~80mmscmd of gas and 40,000bpd of
Total DPS Rs 17.87 20.08 28.61 29.29 N . . 0 ., . . .
Total divyield % 0.9 10 14 ia oil), it will be producing 45% of India’s oil and gas production. This would
result in US$20bn savings in oil imports and foreign exchange outflow per
ROE % 19.2 18.0 19.7 15.8 f h
EV/EBITDA x 161 113 82 80 annum for the government.
Net debt/equity % 51.6 50.0 18.4 -6.3 . ..
Price/book x 38 28 22 17 Earnings revision
RIL IN rel SENSEX performance, & rec = No change.
histor .
J , Price catalyst
» Rel SENSEX [LHS] ® RIL[RHS] # 12 Month Price Target [RHS]
300 + * 3440.00

5096.00 = 12-month price target: Rs2,780.00 based on a Sum of Parts methodology.
2752.00

20800 = Catalyst: New oil and gas finds and enhanced clarity on organised retail.
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648.00 = There could be a sentimental negative impact on RIL's stock price due to the
ot " delay in gas production. We recommend investors to take this as an

neutral neutral N . .
under | , , , , - under opportunity to invest in RIL.
Jan-06 Jul-06 Jan-07 Jul-07 Jan-08 Jul-08
Source: Datastream, Macquarie Research, September = Reliance is our top sector pick. We forecast a near tripling in profits over

2008 (allfigures in INR unless noted) five years, purely from volume growth, despite an assumed cyclical downturn.
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Reliance Industries Ltd (RIL IN, Outperform, Target price: Rs2,780.00)

Profit & Loss 2008A 2009E 2010E 2011E
Revenue m 1,371,467 1,685,411 2,179,215 2,398,943
Gross Profit m 335,792 438,699 612,543 672,342
Cost of Goods Sold m 1,035,674 1,246,712 1,566,673 1,726,601
EBITDA m 231,446 330,608 453,048 464,884
Depreciation m 50,042 70,346 89,718 95,959
Amortisation of Goodwill m 0 0 0 0
Other Amortisation m 0 0 0 0
EBIT m 181,404 260,263 363,330 368,926
Net Interest Income m -10,865 -46,167 -56,751 -56,681
Associates m 0 0 0 0
Exceptionals m 47,335 0 0 0
Forex Gains / Losses m 0 0 0 0
Other Pre-Tax Income m 12,235 7,057 8,930 11,176
Pre-Tax Profit m 230,108 221,153 315,509 323,420
Tax Expense m -34,876 -32,773 -30,131 -30,118
Net Profit m 195,232 188,380 285,378 293,303
Minority Interests m -19 -6,661 -24,125 -26,037
Reported Earnings m 195,214 181,719 261,253 267,266
Adjusted Earnings m 147,879 181,719 261,253 267,266
EPS (rep) 127.73 115.50 166.04 169.87
EPS (adj) 96.80 115.50 166.04 169.87
EPS Growth (adj) % 16.5 19.3 43.8 23
PE (rep) X 16.1 17.8 12.4 121
PE (adj) X 21.2 17.8 12.4 121
Total DPS 17.87 20.08 28.61 29.29
Total Div Yield % 0.9 1.0 1.4 1.4
Weighted Average Shares m 1,528 1,573 1,573 1,573
Period End Shares m 1,573 1,573 1,573 1,573
Profit and Loss Ratios 2008A 2009E 2010E 2011E Cashflow Analysis 2008A 2009E 2010E 2011E
Revenue Growth % 20.5 229 29.3 10.1 EBITDA m 231,446 330,608 453,048 464,884
EBITDA Growth % 15.0 42.8 37.0 2.6 Tax Paid m -34,876 -32,773 -30,131 -30,118
EBIT Growth % 19.1 43.5 39.6 1.5 Chgs in Working Cap m -92,208 64,592 4,365 9,705
Gross Profit Margin % 245 26.0 28.1 28.0 Net Interest Paid m -10,865 -46,167 -56,751 -56,681
EBITDA Margin % 16.9 19.6 20.8 19.4 Other m 24,406 76,302 -22,788 -23,185
EBIT Margin % 13.2 15.4 16.7 15.4 Operating Cashflow m 117,903 392,562 347,743 364,606
Net Profit Margin % 14.2 11.2 13.1 12.2 Acquisitions m -10,270 -157,925 0 0
Payout Ratio % 185 17.4 17.2 17.2 Capex m -264,378 -491,832 -78,403 -90,156
EV/EBITDA X 16.1 11.3 8.2 8.0 Asset Sales m 0 0 0 0
EV/IEBIT X 205 14.3 10.3 10.1 Other m 12,235 7,057 8,930 11,176
Investing Cashflow m -262,413 -642,700 -69,472 -78,980
Balance Sheet Ratios Dividend (Ordinary) m -27,296 -31,596 -45,010 -46,083
ROE % 19.2 18.0 19.7 15.8 Equity Raised m 1,201 0 0 0
ROA % 11.8 125 141 12.6 Debt Movements m 170,446 364,041 -44,843 -44,496
ROIC % 14.9 16.3 18.3 185 Other m 43,555 170,247 122,468 194,420
Net Debt/Equity % 51.6 50.0 18.4 -6.3 Financing Cashflow m 187,906 502,693 32,615 103,841
Interest Cover X 16.7 5.6 6.4 6.5
Price/Book X 3.8 2.8 2.2 1.7 Net Chg in Cash/Debt m 43,396 252,555 310,886 389,467
Book Value per Share 543.5 740.7 945.7 1,205.2
Balance Sheet 2008A 2009E 2010E 2011E
Cash m 44,742 273,287 544,672 904,714
Receivables m 60,683 84,725 103,478 102,127
Inventories m 191,261 161,829 148,822 143,292
Investments m 95,229 257,434 292,434 327,434
Fixed Assets m 1,139,452 1,503,082 1,502,352 1,505,500
Intangibles m 0 0 0 0
Other Assets m 218,203 135,783 137,095 129,573
Total Assets m 1,749,569 2,416,141 2,728,854 3,112,640
Payables m 227,987 202,788 214,253 210,038
Short Term Debt m 90,767 56,716 56,716 56,716
Long Term Debt m 416,194 814,286 769,443 724,947
Provisions m 34,492 34,234 34,234 34,234
Other Liabilities m 84,172 111,517 123,398 134,717
Total Liabilities m 853,611 1,219,541 1,198,043 1,160,651
Shareholders' Funds m 855,105 1,165,439 1,488,017 1,896,177
Minority Interests m 40,886 31,162 42,794 55,812
Other m -33 0 0 0
Total S/H Equity m 895,958 1,196,601 1,530,810 1,951,989
Total Liab & S/H Funds m 1,749,569 2,416,141 2,728,854 3,112,640

All figures in INR unless noted.
Source: Macquarie Research, September 2008
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Important disclosures:

Recommendation definitions

Macquarie - Australia/New Zealand

Outperform — return >5% in excess of benchmark return
(>2.5% in excess for listed property trusts)

Neutral — return within 5% of benchmark return (within 2.5%
for listed property trusts)

Underperform — return >5% below benchmark return (>2.5%
below for listed property trusts)

Macquarie — Asia/Europe

Outperform — expected return >+10%

Neutral — expected return from -10% to +10%
Underperform — expected return <-10%

Macquarie First South - South Africa

Outperform — expected return >+10%

Neutral — expected return from -10% to +10%
Underperform — expected return <-10%

Macquarie - Canada

Outperform — return >5% in excess of benchmark return
Neutral — return within 5% of benchmark return
Underperform — return >5% below benchmark return
Macquarie - USA

Outperform (Buy) — return >5% in excess of benchmark return

Neutral (Hold) — return within 5% of benchmark return
Underperform (Sell)— return >5% below benchmark return
Recommendations — 12 months

Note: Quant recommendations may differ from Fundamental

Analyst recommendations

Volatility index definition*

This is calculated from the volatility of historic
price movements.

Very high—highest risk — Stock should be
expected to move up or down 60-100% in a year
— investors should be aware this stock is highly
speculative.

High — stock should be expected to move up or
down at least 40-60% in a year — investors
should be aware this stock could be speculative.

Medium — stock should be expected to move up
or down at least 30—40% in a year.

Low—medium — stock should be expected to
move up or down at least 25-30% in a year.

Low — stock should be expected to move up or
down at least 15-25% in a year.
* Applicable to Australian/NZ stocks only

Recommendation proportions — For quarter ending 30 June 2008

Financial definitions

All "Adjusted” data items have had the following
adjustments made:

Added back: goodwill amortisation, provision for
catastrophe reserves, IFRS derivatives & hedging,
IFRS impairments & IFRS interest expense
Excluded: non recurring items, asset revals,
property revals, appraisal value uplift, preference
dividends & minority interests

EPS = adjusted net profit / efpowa*

ROA = adjusted ebit / average total assets

ROA Banks/Insurance = adjusted net profit
/average total assets

ROE = adjusted net profit / average shareholders
funds

Gross cashflow = adjusted net profit +
depreciation

*equivalent fully paid ordinary weighted average
number of shares

All Reported numbers for Australian/NZ listed
stocks are modelled under IFRS (International
Financial Reporting Standards).

AUINZ Asia RSA USA CA EUR
Outperform 41.88%  66.96%  66.13% 50.82% 71.01%  43.00%
Neutral 42.96%  16.30% 22.58%  44.26% 24.64%  48.00%
Underperform 15.16%  16.74% 11.29% 4.92% 4.35% 9.00%
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