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Ticker/Price MAHGL IN/Rs 1,374 

Market cap US$ 1.7bn 

Free float 58% 

3M ADV US$ 7.5mn 

52wk high/low Rs 1,387/Rs 831 

Promoter/FPI/DII 43%/31%/17% 

Source: NSE | Price as of 25 Jan 2024 

 
 

 

Key financials 

Y/E 31 Mar FY23A FY24E FY25E 

Total revenue (Rs mn) 62,993 63,927 65,458 

EBITDA (Rs mn) 11,842 18,615 16,884 

Adj. net profit (Rs mn) 7,901 13,190 11,379 

Adj. EPS (Rs) 80.0 133.5 115.2 

Consensus EPS (Rs) 80.0 131.2 117.7 

Adj. ROAE (%) 20.4 28.9 21.3 

Adj. P/E (x) 17.2 10.3 11.9 

EV/EBITDA (x) 11.1 7.2 7.9 

Adj. EPS growth (%) 32.3 67.0 (13.7) 

Source: Company, Bloomberg, BOBCAPS Research  

Stock performance 

 

Source: NSE 

 We raise FY23-FY26 volume growth forecasts to 6.7% CAGR (from 

6.1%) and margins towards higher end of guided range 

 TP hiked to Rs 1,590 (from Rs 1,255), implying FY25E target P/E of 

13.8x; stock merits rerating on improved growth prospects  

 

  

Q3 beats consensus: MAHGL’s Q3FY24 EBITDA at Rs 4.5bn was 9%/5% above 

Bloomberg consensus/our estimates. This was driven by an uptick in volume growth 

and continuing strength in margins (Rs 13.3/scm) despite lower APM gas allocation. 

Focus on volumes starting to yield results: Q3 volumes at 3.67mmscmd increased 

7.6% YoY supported by growth across segments – CNG (6.4%), households (6.3%) 

and industrial and commercial (15.9%). For CNG, we are seeing our thesis (see 

Growth set to accelerate in medium term, 5 Feb 2023) playing out – acceleration 

in vehicle additions from targeted station additions in Thane Urban (GA2).. Further, the 

company has added 0.15mmscmd of new industrial volumes due to the success of an 

incentive scheme offering a guaranteed 10% discount over alternate fuels and more 

contractual flexibility to new industrial consumers. 

Volume growth forecasts revised up: We raise FY23-FY26 volume growth forecasts 

to 6.7% CAGR (from 6.1%), higher than the historical trend of 5% growth over FY18-

FY23. We primarily raise industrial/commercial growth to 11.5% CAGR factoring in 

the recent traction. We have been assuming CNG growth at 5.9% CAGR based on 

our thesis of pickup in vehicle additions from H2FY24. 

Margin forecasts increased as well: As MAHGL is demonstrating the ability to 

deliver higher-than-historical average margins along with pickup in volume growth, 

we raise per unit EBITDA margin forecasts for FY24/FY25/FY26 to Rs 14.1/Rs 11.9/ 

Rs 11.7, towards the higher end of the guided range of Rs 10-12/scm. We believe 

margins on CNG would remain strong amid modest costs of priority sector gas.  

Reiterate BUY: Following revised margin and volume forecasts, our FY24/FY25/ 

FY26 EBITDA projections rise 25%/18%/19% with an EBITDA CAGR of 14.5% 

(from 8.9%) over FY23-FY26. This coupled with roll-forward of valuation to Jan’25 

(from Oct’24) results in a higher TP of Rs 1,590 (from Rs 1,255).  Our TP implies an 

FY24E/FY25E P/E of 11.9x/13.8x, higher than the 3Y/5Y mean one-year forward 

P/E of 10.8x/11.9x. We believe MAHGL deserves a rerating as it looks set to deliver 

higher volume growth than its own historical range over the medium term. 
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Q3 beats consensus on strong volume growth 

MAHGL’s Q3FY24 revenue/EBITDA/net income at Rs 15.7bn/Rs 4.5bn/Rs 3.2bn was 

2%/9%/11% ahead of Bloomberg consensus and 0%/5%/7% above our estimates. 

EBITDA was sequentially down 6.3% as partial normalisation of margins led to an 8.8% 

QoQ decline in EBITDA/scm to Rs 13.3/scm. Margins remain higher than the 

company’s guidance of Rs 10-12/scm over the next two years.  

Focus on volumes starting to yield results 

 Q3 volumes surprise on the upside: Q3 average daily volumes at 3.67mmscmd 

grew 7.6% YoY driven by broad-based growth across segments – CNG (+6.4%), 

domestic (+6.3%), and industrial and commercial (+15.9%).  

 CNG growth driven by vehicle additions: CNG sale for Q3 at 1.94mn kg were up 

8% YoY, which translated to 6.4% growth in volume terms. The growth was driven 

by a pickup in vehicle additions over the past two quarters, particularly after a sharp 

reduction in CNG price as APM (Administed gas price mechanism) gas price was 

lowered in Apr’23. Vehicle additions have risen from 15k in Q1 to 19.9k in Q2 and 

further to 22.4k in Q3. Management expects close to 80k additions in FY24 vs. 65k 

in FY23.  

Monthly CNG vehicle additions (Fig 1), as available from the Vahan database, also 

show a clear rise post Apr’23 and a sharp increase over the festive months of 

September-November, probably reflecting the success of MAHGL’s incentive 

schemes. The traction seems to be the highest in GA2 (Thane Urban), where MAHGL 

has focused on adding CNG stations (Fig 4). We believe our thesis of an acceleration 

in growth over the medium term, as highlighted in our note of 5 February, has 

started playing out. We had forecast that momentum is likely to be driven by 10% 

growth in GA2 (Thane Urban) and 20% in GA3 (Raigarh) over the medium term. 

 Vehicle incentive schemes played a part: Incentive schemes introduced by 

MAHGL for select passenger and small commercial vehicles in Q3 and for large 

commercial vehicles over Q3-Q4 have also played a part in boosting volumes. 

However, we note that management is focusing on commercial vehicles which 

have significantly higher daily usage than cars, but success so far has been 

modest, with vehicle additions rising from 1.1k in Q1 to 1.4k in Q3.  

The company has spent Rs 100mn on incentives in Q3 and is looking at spending 

Rs 200mn-250mn in Q4 if it sees a good response. With the setup of more than 30 

CNG factory-fitted commercial factories, which were previously not available, the 

issue of retrofit vehicle performance seems to be under control and the focus 

remains on improving perceptions on pricing. 

 Incentives for industry yielding success: Industrial and commercial volumes at 

0.51mmscmd were up 15% YoY. The company attributed this to the success of an 

incentive scheme, which has helped it add 0.15mmscmd of incremental volumes 

and which will ramp-up fully over the next one or two quarters. The company is 

offering a guaranteed 10% discount on alternate fuel for any new industrial 

customer in GA3 and large new customer in GA2.  

https://www.barodaetrade.com/Reports/MahanagarGas-Q3FY23ResultReview5Feb23-Research.pdf
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Management indicated that it has tied up 60% of new volumes from existing 

customers in GA2 and the balance 40% from new customers in GA3. The company 

is currently focusing on industries in Taloja and Patalganga in GA3 after completing 

connecting pipelines. Near Khalapur, the company has been able to connect the 

Godrej & Boyce factory and a couple of other industrial customers.  

Fig 1 – LMV CNG vehicle additions picked up since Apr’23 and gained further 
strength in festive months 

 
Source: Vahan Dashboard, BOBCAPS Research | LMV: Light Motor Vehicles  

Fig 2 – GA2 (Thane Urban) shows the highest traction for 
CNG vehicle additions   

 Fig 3 – CNG vehicle additions picked up over festive 
months of Sep-Nov’24  

  
Source: Vahan Parivahan, BOBCAPS Research  Source: Vahan Parivahan, BOBCAPS Research 

Fig 4 – CNG stations have accelerated…   Fig 5 – …across GA2 and GA3 

  
Source: PPAC, BOBCAPS Research  Source: PPAC, BOBCAPS Research 
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Fig 6 – CNG vehicle growth outpacing growth in total 
vehicles 

 Fig 7 – GA-wise growth in CNG vehicles YoY 

  
Source: Company, BOBCAPS Research  Source: Company, BOBCAPS Research 

 
Fig 8 – CNG vehicles gaining back market share…  Fig 9 – …particularly in GA2 

  
Source: Company, BOBCAPS Research  Source: Company, BOBCAPS Research 
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Margins held strong in Q3 

 Margin remains higher-than-average: MAHGL continued to earn a higher-than-

average EBITDA margin of Rs 13.3/scm in Q3. Although the company passed on  

a Rs 3/kg reduction in CNG price post reduction in HPHT (High Pressure High 

Temperature) ceiling price to US$ 9.96/MMbtu (from US$ 12.12/MMbtu), we 

believe margin expansion in the industrial and commercial sector offered support.  

 Lower APM allocation did not impact margin: MAHGL’s gas purchase cost was 

flat QoQ despite a reduction in APM allocation to 78-80% from 84% a quarter ago. 

The company was able to substitute it with HPHT gas (18-20% of the priority sector 

mix), limiting usage of spot gas to only 2%. Management indicates that gas needs 

for the industrial and commercial segment are well covered under current contracts.  

 Guidance retained: Management reiterated margin guidance of Rs 10-12/scm for 

medium-term. The company does not see an immediate need to cut CNG prices 

even in response to reductions in petrol/diesel prices unless this impacts volume 

growth. Management believes that cuts in petrol price may not hurt volumes as the 

current headroom is at 50% but will be watchful of the impact of lower diesel price 

as the differential is only 16%. Also, for gas purchase, backing down flexibility of 

10-40% across different contracts should allow the company to use cheaper spot 

LNG, if prices drop below US$ 10/MMbtu.  

GA acquisitions to be completed in Q4 

 Transaction closure in Q4: MAHGL has received approval from PNGRB 

(Petroleum and Natural Gas Regulatory Board) for the transfer of control from 

Unison Enviro for three GAs – (i) Ratnagiri, (ii) Latur and Osmanabad, and (iii) 

Chitradurga and Davanagere. The company is planning to make the payment 

within a month and consolidate these GAs in its next results. 

 Operations continue to scale up: Volumes in the three GAs have ramped up 19-

20% to 0.13mmscmd since announcement of the acquisition. Volumes are primarily 

from the CNG segment (80-90%) followed by the industrial segment (7-8%). 

Currently, 53 CNG stations are operational, serving 27-28k vehicles across the 

three areas. Management reiterated a volume potential of 1.2mmscmd across 

these GAs.  

Infrastructure rollout  

 Capex targets: Management affirmed its capex target of Rs 7.5-8bn for FY24 and 

has spent more than Rs 5bn in 9M. It aims to maintain the same capex run-rate in 

existing GAs (GA1-3) in Mumbai and adjacent areas in FY25 and spend Rs 1bn-

1.5bn in newly acquired GAs. 

 CNG stations: The company is targeting the addition of 45 stations and upgrades 

to a similar number in each FY24 and FY25. It added 9 stations in FY24 to reach a 

total of 320 and also commenced B2B sales from L-CNG stations commissioned at 

Savroli (GA 3).   
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 Q3 developments: MAHGL has laid 90km of steel eand MDPE (Medium Density 

Polyethylene) pipelines, raising the total length to 6,742km. The company has 118k 

domestic households, raising its total connections to 2.37mn, and 90 industrial and 

commercial consumers for a total of 4,691. 

 Raigarh GA: The company has operationalised 32 CNG stations and added 11km 

of pipeline in Q3, with connections to a total of 75k domestic households in 

Raigarh. 

 CBG plant: MAHGL has signed an MoU with the BMC (Brihanmumbai Municipal 

Corporation) and plans to finalise a concession agreement over the next two 

months for setting up a CBG (Compressed Biogas) plant using municipal waste. 

Management estimates that plant setup will take 1-1.5 years. 

Fig 10 – Q3 springs positive surprise on volumes and gas cost 

(Rs mn) Q3FY24 Q3FY23 YoY (%) Q2FY24 QoQ (%) 9MFY24 9MFY23 YoY (%) 

Net sales 15,688 16,714 (6.1) 15,709 (0.1) 46,775 46,888 (0.2) 

% of sales 58.8 74.2 - 57.2 - 57.0 72.3 - 

Other expenditure 1,970 1,746 12.8 1,929 2.2 5,623 5,022 12.0 

% of sales 12.6 10.4 - 12.3 - 12.0 10.7 - 

EBITDA 4,487 2,561 75.2 4,789 (6.3) 14,488 7,945 82.4 

EBITDA (Rs/scm) 13.3 8.2 62.8 14.6 (8.8) 14.8 8.4 76.5 

EBITDA margin (%) 28.6 15.3 - 30.5 - 31.0 16.9 - 

Depreciation and amortisation 683 585 16.7 658 3.8 1,961 1,673 17.2 

Interest 27 24 12.4 25 10.1 77 72 7.2 

Other income 481 323 49.1 437 10.0 1,307 782 67.1 

Profit before tax 4,258 2,274 87.2 4,543 (6.3) 13,758 6,982 97.0 

Provision for tax 1,086 553 96.2 1,158 (6.3) 3,517 1,770 98.7 

 -effective tax rate (%)  25.5 24.3 - 25.5 - 25.6 25.3 - 

PAT (reported) 3,172 1,721 84.3 3,385.0 (6.3) 10,241 5,212 96.5 

Reported EPS (Rs) 32.1 17.4 84.3 34.3 (6.3) 103.7 52.8 96.5 

Source: Company, BOBCAPS Research 

Fig 11 – Volumes outperform historical growth trend 

(mmscm) Q3FY24 Q3FY23 YoY (%) Q2FY24 QoQ (%) 9MFY24 9MFY23 YoY (%) 

CNG 242 228 6.4 238 1.9 706 693 1.9 

PNG 96 86 10.8 91 4.7 271 253 7.2 

Industrial/ Commercial 47 40 15.9 46 1.5 132 121 9.1 

Domestic 49 46 6.3 45 8.0 139 132 5.4 

Total volume (mmscm) 338 314 7.6 329 2.7 977 946 3.3 

Total volume (mmscmd) 3.67 3.41 7.6 3.57 2.7 3.55 3.44 3.3 

Source: Company, BOBCAPS Research 
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Fig 12 – Margins remain above historical average 

(Rs/scm) Q3FY24 Q3FY23 YoY (%) Q2FY24 QoQ (%) 9MFY24 9MFY23 YoY (%) 

CNG realisation (Rs/kg) 63.3 71.9 (11.9) 65.8 (3.7) 65.6 65.1 0.9 

PNG realisation 47.7 56.1 (14.9) 47.8 (0.1) 48.5 56.0 (13.4) 

Average realisation 46.5 53.2 (12.8) 47.8 (2.8) 47.9 49.6 (3.4) 

Gas purchase cost 27.3 39.5 (30.9) 27.3 (0.0) 27.3 35.9 (23.9) 

Gross spread 19.1 13.7 39.3 20.4 (6.4) 20.6 13.7 50.1 

Other operating costs 5.8 5.6 4.9 5.9 (0.5) 5.8 5.3 8.4 

EBITDA 13.3 8.2 62.8 14.6 (8.8) 14.8 8.4 76.5 

Source: Company, BOBCAPS Research 

Fig 13 – Sharp volume uptick in Q3…  Fig 14 – …driven by CNG and industrial segments 

  

Source: Company, BOBCAPS Research  Source: Company, BOBCAPS Research 

 
Fig 15 – Pickup in CNG vehicles drives CNG growth  Fig 16 – Domestic PNG growth momentum continues 

 

 

 
Source: Company, BOBCAPS Research  Source: Company, BOBCAPS Research 

 
  

0
1
2
3
4
5
6
7
8
9
10

(0.2)

0.3

0.8

1.3

1.8

2.3

2.8

3.3

3.8

Q
1F

Y
20

Q
2F

Y
20

Q
3F

Y
20

Q
4F

Y
20

Q
1F

Y
21

Q
2F

Y
21

Q
3F

Y
21

Q
4F

Y
21

Q
1F

Y
22

Q
2F

Y
22

Q
3F

Y
22

Q
4F

Y
22

Q
1F

Y
23

Q
2F

Y
23

Q
3F

Y
23

Q
4F

Y
23

Q
1F

Y
24

Q
2F

Y
24

Q
3F

Y
24

(%)(mmscmd) Volume Growth YoY (R)

0.0

0.5

1.0

1.5

2.0

2.5

3.0

3.5

4.0

Q
1F

Y
20

Q
2F

Y
20

Q
3F

Y
20

Q
4F

Y
20

Q
1F

Y
21

Q
2F

Y
21

Q
3F

Y
21

Q
4F

Y
21

Q
1F

Y
22

Q
2F

Y
22

Q
3F

Y
22

Q
4F

Y
22

Q
1F

Y
23

Q
2F

Y
23

Q
3F

Y
23

Q
4F

Y
23

Q
1F

Y
24

Q
2F

Y
24

Q
3F

Y
24

(mmscmd) Industrials and commercial volume

Domestic PNG volume

CNG volume

0

1

2

3

4

5

6

7

8

(0.2)

0.3

0.8

1.3

1.8

2.3

2.8

Q
1F

Y
20

Q
2F

Y
20

Q
3F

Y
20

Q
4F

Y
20

Q
1F

Y
21

Q
2F

Y
21

Q
3F

Y
21

Q
4F

Y
21

Q
1F

Y
22

Q
2F

Y
22

Q
3F

Y
22

Q
4F

Y
22

Q
1F

Y
23

Q
2F

Y
23

Q
3F

Y
23

Q
4F

Y
23

Q
1F

Y
24

Q
2F

Y
24

Q
3F

Y
24

(%)(mmscmd) CNG volume Growth YoY (R)

0

1

2

3

4

5

6

7

8

0.0

0.1

0.2

0.3

0.4

0.5

0.6

Q
1F

Y
20

Q
2F

Y
20

Q
3F

Y
20

Q
4F

Y
20

Q
1F

Y
21

Q
2F

Y
21

Q
3F

Y
21

Q
4F

Y
21

Q
1F

Y
22

Q
2F

Y
22

Q
3F

Y
22

Q
4F

Y
22

Q
1F

Y
23

Q
2F

Y
23

Q
3F

Y
23

Q
4F

Y
23

Q
1F

Y
24

Q
2F

Y
24

Q
3F

Y
24

(%)(mmscmd) Domestic PNG volume Growth YoY (R)



MAHANAGAR GAS  

 

 

 

EQUITY RESEARCH 8 27 January 2024

 

Fig 17 – Industrial volume surge driven by new incentives  Fig 18 – Realisation declines driven by price cuts 

  
Source: Company, BOBCAPS Research  Source: Company, BOBCAPS Research 

 
Fig 19 – Margin continues to trend above historical range  Fig 20 – EBITDA growth supported by volume and margin 

  
Source: PPAC, BOBCAPS Research  Source: PPAC, BOBCAPS Research 
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Valuation methodology  

We raise our FY24/FY25/FY26 EBITDA forecasts for MAHGL by 25.3%/18.1%/18.7% 

factoring in higher volume growth and margin assumptions as highlighted below. We 

expect EBITDA to grow from Rs 11.8bn in FY23 to Rs 17.8bn in FY26, an 11.2% 

CAGR, aided by a 6.7% CAGR in volumes over this period to 4.2mmscmd and margins 

close to the upper end of the guided range.     

Growth assumptions 

With MAHGL breaking out of its historically modest growth trend and clocking 7.6% YoY 

volume growth in Q3FY24, we now expect an FY23-FY26 volume CAGR of 6.7% (from 

6.1% earlier), as against its past trajectory of 5% reported over FY18-FY23.   

 CNG growth starting to accelerate: We have been building in a 5.9% CAGR for 

CNG volumes over FY23-FY26 and continue to do so based on our thesis of a 

ramp-up in CNG vehicle additions, particularly in GA2 (Thane Urban), and the 

addition of 400-500 buses by state transport body MSRTC. Our thesis now finds 

support from initial signs of volume pickup in Q3FY24 driven by a sharp increase in 

vehicle additions over the second and third quarters.  

 Industrial PNG growth to also gain pace over next two years: Given MAHGL’s 

success in tying up 0.15mmscmd of industry volumes on the back of a new 

incentive scheme and the clear uptick seen in Q3, we now raise our industrial and 

commercial volume growth forecast to 11.5% CAGR over FY23-FY26 (from 7.4%). 

We believe growth momentum will continue through FY26 as the company ties up 

additional industrial customers in GA3 (Raigarh) with network expansion.  

 Domestic PNG growth momentum to continue: We expect volume growth from 

domestic households to continue at high single digits with deepening penetration in 

GA1 (Mumbai) and further expansion in GA2 (Thane Urban). 

Though we believe MAHGL could improve growth delivery in the medium term, we 

remain cautious over long-term prospects and hence use conservative volume growth 

assumptions of a 5.4% CAGR over FY24-FY33, within the range of management’s 

ambitions of a 5-6% CAGR. We believe higher growth is contingent on resolving space 

constraints for gas stations in Mumbai, which is hindering CNG uptake, and gaining 

more traction in commercial vehicle segments. We await concrete results before 

building in higher growth over the longer run. 

Margin assumptions  

MAHGL has demonstrated its ability to maintain higher margins without impacting 

growth in CNG vehicles over FY24. The company benefits from (i) a higher differential 

on CNG prices due to the higher level of taxes on competing fuels (petrol and diesel) in 

Maharashtra, and (ii) lower gas purchase costs due to the proximity to gas sources.  

Factoring in another strong margin performance of Rs 13.3/scm in Q3 and Rs 14.8/scm 

over 9MFY24, we now raise FY24 EBITDA/scm to Rs 14.1/scm from Rs 12.5/scm. With 

favourable policy support (allocation of HPHT gas, lower APM gas price and lower sales 

tax), we raise margin assumptions for FY25/FY26 to Rs 11.9/Rs 11.7, towards the 

higher end of management’s guided range of Rs 10-12/scm.  
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Our margin assumptions are higher than the average of Rs 9.2/scm seen over FY18-

FY23. We expect the availability of APM gas for the priority sector to range at 80-85% 

of priority sector requirements over FY25-FY26 and the shortfall to be met by relatively 

lower cost HPHT gas that carries lower price volatility. 

Fig 21 – Revised estimates 

(Rs bn) 
Actual New Old Change (%) 

FY23 FY24E FY25E FY26E FY24E FY25E FY26E FY24E FY25E FY26E 

Revenue 62,993 63,927 65,458 73,202 59,591 62,862 69,646 7.3 4.1 5.1 

EBITDA 11,842 18,615 16,884 17,754 14,861 14,297 14,962 25.3 18.1 18.7 

EBITDA growth  28.1 57.2 (9.3) 5.2 25.5 (3.8) 4.6 - - - 

Net income 7,900 13,190 11,379 11,865 9,857 9,237 9,623 33.8 23.2 23.3 

Source: Company, BOBCAPS Research 

Fig 22 – Key business drivers and assumptions 

Parameter  FY23 FY24E FY25E FY26E 
FY23-26E 
CAGR (%) 

Volumes (mmscmd)      

CNG 2.5 2.6 2.8 3.0  

D-PNG 0.5 0.5 0.5 0.6  

I+C 0.4 0.5 0.6 0.6  

Total 3.4 3.60 3.9 4.2  

Volume growth (%)      

CNG 17.8 4.0 7.2 6.6 5.9 

D-PNG 4.5 5.0 6.6 6.9 6.1 

I+C 6.0 12.2 11.5 10.6 11.5 

Total 14.1 5.2 7.7 7.2 6.7 

Volume mix (%)      

CNG 72.8 72.0 71.6 71.2 - 

D-PNG 14.2 14.2 14.1 14.0 - 

I+C 13.0 13.8 14.3 14.8 - 

Total 100.0 100.0 100.0 100.0 - 

Profitability indicator (Rs/scm)      

Revenue 50.4 48.5 46.2 48.2 - 

Gross spread 14.9 20.8 18.9 19.0 - 

EBITDA 9.5 14.1 11.9 11.7 - 

PAT 6.3 10.0 8.0 7.8 - 

ROE 20.4 28.9 21.3 19.7 - 

Key assumptions      

USD/INR exchange rate 80.4 82.8 82.5 84.2 - 

APM gas price (US$/MMbtu) 7.3 6.5 6.5 6.8 - 

Gas price ceiling (US$/MMbtu) 11.2 11.0 10.4 10.1 - 

LNG contract price (US$/MMbtu) 18.2 12.7 12.1 12.1 - 

LNG spot price (US$/MMbtu) 30.9 12.0 12.5 15.0 - 

Priority sector gas bucket (US$/MMbtu) 8.5 7.2 7.1 7.5 - 

Industrials and commercials gas bucket 
(US$/MMbtu) 

21.6 12.1 11.8 12.3 - 

Source: Company, BOBCAPS Research, D-PNG Domestic PNG segment, I+C: Industrial and commercial segment 
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Fig 23 – Volume growth to pick up over FY23-FY26E from 
levels of FY18-FY23… 

 Fig 24 – …supported by growing momentum in CNG 
volumes 

  
Source: Company, BOBCAPS Research  Source: Company, BOBCAPS Research | I+C: Industrial and Commercial segment 

 
Fig 25 – Expect higher EBITDA margin over FY25E-
FY26E… 

 Fig 26 – …and higher EBITDA over FY23-FY26E led by 
growth in volumes and modest margin recovery 

  
Source: Company, BOBCAPS Research  Source: Company, BOBCAPS Research 

 
Fig 27 – ROE to settle at healthy level by FY26E  Fig 28 – Capex increase to support volume growth  

  
Source: Company, BOBCAPS Research  Source: Company, BOBCAPS Research 

DCF-based TP raised to Rs 1,590; reiterate BUY 

We increase the TP for MAHGL to Rs 1,590 from Rs 1,255 as we incorporate our 

revised estimates into our DCF-based fair value for the core business and roll our TP 

forward to Jan’25 (from Oct’24). We have also added the value of Rs 72/sh for the three 

GAs acquired from Unison Enviro – (i) Ratnagiri, (ii) Latur and Osmanabad, and (iii) 

Chitradurga and Davanagere.    
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Our TP implies an FY24E/FY25E P/E of 11.9x/13.8x, higher than the three/five-year 

mean one-year forward P/E of 10.8x/11.9x on Bloomberg consensus estimates. We 

believe the MAHGL deserves a higher multiple than in the past as it looks set to deliver 

a higher volume CAGR of 6.7% over FY23-FY26 than the 5% CAGR seen over FY18-

FY23. Our target price implies 16% upside and hence we reiterate our BUY rating.  

 Core business: Key assumptions for our DCF-based fair value are cost of equity 

of 11%, terminal growth of 2.5%, volume CAGR of ~5.4% (from 4.9%) and average 

EBITDA margin of Rs 11/scm (from Rs 10/scm) over our explicit and semi-explicit 

forecast period of FY24-FY33. 

 Acquired GAs: Key assumptions for our DCF-based net present fair value for the 

three acquired GAs are cost of equity of 11%, terminal growth of 2.5%, volume 

CAGR of 27% and average EBITDA margin of ~Rs 10/scm over our explicit and 

semi-explicit forecast period of FY24-FY33. 

Fig 29 – DCF-based fair value 

Valuation parameters Value (Rs mn) 

PV of FCF FY25E-34E 56,560 

PV of terminal value 62,569 

Enterprise Value 1,19,129 

Less: Net Debt FY24E (17,964) 

Equity value Mar'24 1,37,093 

Equity value of acquired GAs Mar'24 6,543 

Equity value of MAHGL Mar’24 1,43,636 

NPV Mar'24 (Rs) 1,454 

NPV Jan'25 (Rs) 1,588 

Target price as on Jan’25 (Rs) (rounded off to nearest Rs 5) 1,590 

Source: BOBCAPS Research 

Over the past five years, MAHGL has traded at an average one-year forward P/E of 

12.1x with a one standard-deviation range of 10.0-14.1x based on Bloomberg 

consensus. Over the past five years, the stock has traded at an average LTM P/E of 

14.8x with a one standard deviation range of 12.2-17.4x based on actual earnings. 

Fig 30 – MAHGL has traded at an average 1Y forward P/E of 12.1x…  

 
Source: Bloomberg, BOBCAPS Research 
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Fig 31 – …and at an average LTM P/E of 14.8x  

 
Source: Bloomberg, BOBCAPS Research 

Key risks 

Key downside risks to our estimates are: 

 lower-than-expected margins arising from an inability to pass on higher gas 

purchase cost to consumers, 

 material reduction in taxation structure on petrol and diesel, which could lower 

competitiveness of CNG and result in lower margins for MAHGL, 

 slower volume growth than our assumptions, with faster penetration of electric 

vehicles than expected,  

 adverse PNGRB or government regulations that could impact our margin or volume 

outlook, 

 an adverse judgement on the Uran-Trombay pipeline tariff dispute which carries a 

contingent liability at Rs 3.3bn, and  

 failure to complete the acquisition of the three GAs from Unison Enviro in Q4FY24.  

Sector recommendation snapshot 

Company Ticker Market Cap (US$ bn) Price (Rs) Target (Rs) Rating 

Bharat Petroleum Corp BPCL IN 12.5 474 525 BUY 

Indian Oil Corp IOCL IN 16.5 144 125 HOLD 

Indraprastha Gas IGL IN 3.5 405 550 BUY 

Mahanagar Gas MAHGL IN 1.7 1,374 1,590 BUY 

Petronet LNG PLNG IN 4.7 257 220 HOLD 

Reliance Industries RIL IN 222.8 2,706 3,175 BUY 

Source: BOBCAPS Research, NSE | Price as of 25 Jan 2024 
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Financials       

      

Income Statement      

Y/E 31 Mar (Rs mn) FY22A FY23A FY24E FY25E FY26E 

Total revenue 35,602 62,993 63,927 65,458 73,202 

EBITDA 9,243 11,842 18,615 16,884 17,754 

Depreciation (1,963) (2,311) (2,675) (3,042) (3,377) 

EBIT 7,281 9,531 15,940 13,843 14,378 

Net interest inc./(exp.) (75) (94) (103) (107) (112) 

Other inc./(exp.) 857 1,119 1,798 1,478 1,597 

Exceptional items 0 0 0 0 0 

EBT 8,063 10,555 17,634 15,213 15,863 

Income taxes (2,093) (2,655) (4,444) (3,834) (3,997) 

Extraordinary items 0 0 0 0 0 

Min. int./Inc. from assoc. 0 0 0 0 0 

Reported net profit 5,970 7,901 13,190 11,379 11,865 

Adjustments 0 0 0 0 0 

Adjusted net profit 5,970 7,901 13,190 11,379 11,865 

      

Balance Sheet      

Y/E 31 Mar (Rs mn) FY22A FY23A FY24E FY25E FY26E 

Accounts payables 2,719 3,222 3,502 3,710 4,253 

Other current liabilities 10,458 11,370 11,794 10,646 12,153 

Provisions 356 1,364 906 827 898 

Debt funds 824 938 938 938 938 

Other liabilities 2,008 2,086 2,351 2,579 2,817 

Equity capital 988 988 988 988 988 

Reserves & surplus 34,985 40,354 48,928 55,869 62,751 

Shareholders’ fund 35,973 41,342 49,916 56,857 63,739 

Total liab. and equities 52,338 60,323 69,406 75,558 84,798 

Cash and cash eq. 4,652 2,279 3,903 5,500 10,129 

Accounts receivables 1,841 2,940 3,488 3,572 3,996 

Inventories 275 338 523 536 599 

Other current assets 1,628 3,497 3,497 3,497 3,497 

Investments 10,883 13,098 15,000 15,000 15,000 

Net fixed assets 26,085 30,206 33,407 36,728 40,055 

CWIP 6,159 7,086 8,710 9,847 10,643 

Intangible assets 52 51 51 51 51 

Deferred tax assets, net 763 828 828 828 828 

Other assets 0 0 0 0 0 

Total assets 52,338 60,323 69,406 75,558 84,798 

       

Cash Flows      

Y/E 31 Mar (Rs mn) FY22A FY23A FY24E FY25E FY26E 

Cash flow from operations 8,537 8,488 13,845 12,057 15,516 

Capital expenditures (6,893) (7,279) (7,500) (7,500) (7,500) 

Change in investments (633) (2,215) (1,902) 0 0 

Other investing cash flows 0 0 0 0 0 

Cash flow from investing (7,526) (9,495) (9,402) (7,500) (7,500) 

Equities issued/Others 0 0 0 0 0 

Debt raised/repaid 251 114 0 0 0 

Interest expenses 0 0 0 0 0 

Dividends paid (2,470) (2,568) (4,617) (4,438) (4,983) 

Other financing cash flows 741 1,091 1,798 1,478 1,597 

Cash flow from financing (1,478) (1,363) (2,819) (2,960) (3,387) 

Chg in cash & cash eq. (467) (2,370) 1,624 1,597 4,629 

Closing cash & cash eq. 4,652 2,282 3,903 5,500 10,129 

       

 

 

Per Share      

Y/E 31 Mar (Rs) FY22A FY23A FY24E FY25E FY26E 

Reported EPS 60.4 80.0 133.5 115.2 120.1 

Adjusted EPS 60.4 80.0 133.5 115.2 120.1 

Dividend per share 25.0 26.0 46.7 44.9 50.5 

Book value per share 364.2 418.5 505.3 575.6 645.3 

      

Valuations Ratios      

Y/E 31 Mar (x) FY22A FY23A FY24E FY25E FY26E 

EV/Sales 3.7 2.1 2.1 2.0 1.8 

EV/EBITDA 14.3 11.1 7.2 7.9 7.4 

Adjusted P/E 22.7 17.2 10.3 11.9 11.4 

P/BV 3.8 3.3 2.7 2.4 2.1 

      

DuPont Analysis      

Y/E 31 Mar (%) FY22A FY23A FY24E FY25E FY26E 

Tax burden (Net profit/PBT) 74.0 74.8 74.8 74.8 74.8 

Interest burden (PBT/EBIT) 110.7 110.8 110.6 109.9 110.3 

EBIT margin (EBIT/Revenue) 20.4 15.1 24.9 21.1 19.6 

Asset turnover (Rev./Avg TA) 72.4 111.8 98.6 90.3 91.3 

Leverage (Avg TA/Avg Equity) 1.4 1.5 1.4 1.4 1.3 

Adjusted ROAE 17.5 20.4 28.9 21.3 19.7 

      

Ratio Analysis      

Y/E 31 Mar FY22A FY23A FY24E FY25E FY26E 

YoY growth (%)      

Revenue 65.4 76.9 1.5 2.4 11.8 

EBITDA (1.0) 28.1 57.2 (9.3) 5.2 

Adjusted EPS (3.7) 32.3 67.0 (13.7) 4.3 

Profitability & Return ratios (%)      

EBITDA margin 26.0 18.8 29.1 25.8 24.3 

EBIT margin 20.4 15.1 24.9 21.1 19.6 

Adjusted profit margin 16.8 12.5 20.6 17.4 16.2 

Adjusted ROAE 17.5 20.4 28.9 21.3 19.7 

ROCE 15.5 18.0 25.6 19.1 17.6 

Working capital days (days)      

Receivables 16 14 18 20 19 

Inventory 4 3 4 5 5 

Payables 30 21 27 27 26 

Ratios (x)      

Gross asset turnover 1.1 1.6 1.4 1.3 1.3 

Current ratio 0.6 0.6 0.7 0.9 1.1 

Net interest coverage ratio 96.7 101.5 154.3 128.9 128.7 

Adjusted debt/equity (0.1) 0.0 (0.1) (0.1) (0.1) 

Source: Company, BOBCAPS Research | Note: TA = Total Assets 
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Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. 
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BUY – Expected return >+15%  
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Note: Recommendation structure changed with effect from 21 June 2021 

Our recommendation scale does not factor in short-term stock price volatility related to market fluctuations. Thus, our recommendations may not always be strictly in 
line with the recommendation scale as shown above. 

Ratings and Target Price (3-year history): MAHANAGAR GAS (MAHGL IN) 

 
B – Buy, H – Hold, S – Sell, A – Add, R – Reduce 

Analyst certification 

The research analyst(s) authoring this report hereby certifies that (1) all of the views expressed in this research report accurately reflect his/her personal views about 
the subject company or companies and its or their securities, and (2) no part of his/her compensation was, is, or will be, directly or indirectly, related to the specific 
recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and are not associated persons of BOB Capital Markets 
Limited (BOBCAPS). 

General disclaimers 

BOBCAPS is engaged in the business of Stock Broking and Investment Banking. BOBCAPS is a member of the National Stock Exchange of India Limited and BSE 
Limited and is also a SEBI-registered Category I Merchant Banker. BOBCAPS is a wholly owned subsidiary of Bank of Baroda which has its various subsidiaries 
engaged in the businesses of stock broking, lending, asset management, life insurance, health insurance and wealth management, among others.  

BOBCAPS’s activities have neither been suspended nor has it defaulted with any stock exchange authority with whom it has been registered in the last five years. 
BOBCAPS has not been debarred from doing business by any stock exchange or SEBI or any other authority. No disciplinary action has been taken by any regulatory 
authority against BOBCAPS affecting its equity research analysis activities. 

BOBCAPS is also a SEBI-registered intermediary for the broking business having SEBI Single Registration Certificate No.: INZ000159332 dated 20 November 2017. 

BOBCAPS prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives 
of any companies that the analysts cover. Additionally, BOBCAPS prohibits its analysts and persons reporting to analysts from serving as an officer, director, or 
advisory board member of any companies that the analysts cover.  

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions contrary to 
the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations 
expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of 
interest. Additionally, other important information regarding our relationships with the company or companies that are the subject of this material is provided herein. 

This material should not be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction We are not soliciting any action based on 
this material. It is for the general information of BOBCAPS’s clients. It does not constitute a personal recommendation or take into account the particular investment 
objectives, financial situations, or needs of individual clients. Before acting on any advice or recommendation in this material, clients should consider whether it is 
suitable for their particular circumstances and, if necessary, seek professional advice. BOBCAPS research reports follow rules laid down by Securities and Exchange 
Board of India and individuals employed as research analysts are separate from other employees who are performing sales trading, dealing, corporate finance advisory 
or any other activity that may affect the independence of its research reports. 
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The price and value of the investments referred to in this material and the income from them may go down as well as up, and investors may realize losses on any 
investments. Past performance is not a guide for future performance, future returns are not guaranteed and a loss of original capital may occur. BOBCAPS does not 
provide tax advice to its clients, and all investors are strongly advised to consult with their tax advisers regarding any potential investment in certain transactions — 
including those involving futures, options, and other derivatives as well as non-investment-grade securities — that give rise to substantial risk and are not suitable for 
all investors. The material is based on information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied on as 
such. Opinions expressed are our current opinions as of the date appearing on this material only. We endeavour to update on a reasonable basis the information 
discussed in this material, but regulatory, compliance, or other reasons may prevent us from doing so.  

We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of this material, may from time to time have “long” 
or “short” positions in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein and may from time to time add to or 
dispose of any such securities (or investment). We and our affiliates may assume an underwriting commitment in the securities of companies discussed in this 
document (or in related investments), may sell them to or buy them from customers on a principal basis, and may also perform or seek to perform investment banking 
or advisory services for or relating to these companies and may also be represented in the supervisory board or any other committee of these companies. 

For the purpose of calculating whether BOBCAPS and its affiliates hold, beneficially own, or control, including the right to vote for directors, one per cent or more of 
the equity shares of the subject company, the holdings of the issuer of the research report is also included. 

BOBCAPS and its non-US affiliates may, to the extent permissible under applicable laws, have acted on or used this research to the extent that it relates to non-US 
issuers, prior to or immediately following its publication. Foreign currency denominated securities are subject to fluctuations in exchange rates that could have an 
adverse effect on the value or price of or income derived from the investment. In addition, investors in securities such as ADRs, the value of which are influenced by 
foreign currencies, effectively assume currency risk. In addition, options involve risks and are not suitable for all investors. Please ensure that you have read and 
understood the Risk disclosure document before entering into any derivative transactions. 

No part of this material may be (1) copied, photocopied, or duplicated in any form by any means or (2) redistributed without BOBCAPS’s prior written consent. 

Company-specific disclosures under SEBI (Research Analysts) Regulations, 2014 

The research analyst(s) or his/her relatives do not have any material conflict of interest at the time of publication of this research report.  

BOBCAPS or its research analyst(s) or his/her relatives do not have any financial interest in the subject company. BOBCAPS or its research analyst(s) or his/her 
relatives do not have actual/beneficial ownership of one per cent or more securities in the subject company at the end of the month immediately preceding the date 
of publication of this report. 

The research analyst(s) has not received any compensation from the subject company or third party in the past 12 months in connection with research report/activities. 
Compensation of the research analyst(s) is not based on any specific merchant banking, investment banking or brokerage service transactions. 

BOBCAPS or its research analyst(s) is not engaged in any market making activities for the subject company.  

The research analyst(s) has not served as an officer, director or employee of the subject company. Research Analyst Kirtan Mehta has served as an employee of 
Reliance Industries (RIL IN) during the period 2002-2003, as disclosed by the research analyst. 

BOBCAPS or its associates may have material conflict of interest at the time of publication of this research report.  

BOBCAPS’s associates may have financial interest in the subject company. BOBCAPS’s associates may hold actual / beneficial ownership of one per cent or more 
securities in the subject company at the end of the month immediately preceding the date of publication of this report. 

BOBCAPS or its associates may have managed or co-managed a public offering of securities for the subject company or may have been mandated by the subject 
company for any other assignment in the past 12 months. 

BOBCAPS may have received compensation from the subject company in the past 12 months. BOBCAPS may from time to time solicit or perform investment banking 
services for the subject company. BOBCAPS or its associates may have received compensation from the subject company in the past 12 months for services in 
respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory services in a 
merger or specific transaction. BOBCAPS or its associates may have received compensation for products or services other than investment banking or merchant 
banking or brokerage services from the subject company in the past 12 months. 

Other disclaimers 

BOBCAPS and MAYBANK (as defined below) make no representation or warranty, express or implied, as to the accuracy or completeness of any information obtained 
from third parties and expressly disclaim the merchantability, suitability, quality and fitness of this report. The information in this report has not been independently 
verified, is provided on an “as is” basis, should not be relied on by you in connection with any contract or commitment, and should not be used as a substitute for 
enquiries, procedures and advice which ought to be undertaken by you. This report also does not constitute an offer or solicitation to buy or sell any securities referred 
to herein and you should not construe this report as investment advice. All opinions and estimates contained in this report constitute BOBCAPS’s judgment as of the 
date of this report and are subject to change without notice, and there is no obligation on BOBCAPS or MAYBANK to update this report upon issuance. This report and 
the information contained herein may not be reproduced, redistributed, disseminated or copied by any means without the prior consent of BOBCAPS and MAYBANK. 

To the full extent permitted by law neither BOBCAPS, MAYBANK nor any of their respective affiliates, nor any other person, accepts any liability howsoever arising, 
whether in contract, tort, negligence, strict liability or any other basis, including without limitation, direct or indirect, special, incidental, consequential or punitive 
damages arising from any use of this report or the information contained herein. By accepting this report, you agree and undertake to fully indemnify and hold harmless 
BOBCAPS and MAYBANK from and against claims, charges, actions, proceedings, losses, liabilities, damages, expenses and demands (collectively, the “Losses”) 
which BOBCAPS and/or MAYBANK may incur or suffer in any jurisdiction including but not limited to those Losses incurred by BOBCAPS and/or MAYBANK as a 
result of any proceedings or actions brought against them by any regulators and/or authorities, and which in any case are directly or indirectly occasioned by or result 
from or are attributable to anything done or omitted in relation to or arising from or in connection with this report.  

Distribution into the United Kingdom (“UK”): 

This research report will only be distributed in the United Kingdom, in accordance with the applicable laws and regulations of the UK, by Maybank Securities (London) 
Ltd) (“MSL”) who is authorised and regulated by the Financial Conduct Authority (“FCA”) in the United Kingdom (MSL and its affiliates are collectively referred to as 
“MAYBANK”). BOBCAPS is not authorized to directly distribute this research report in the UK.  

This report has not been prepared by BOBCAPS in accordance with the UK’s legal and regulatory requirements.  

This research report is for distribution only to, and is solely directed at, selected persons on the basis that those persons: (a) are eligible counterparties and professional 
clients of MAYBANK as selected by MAYBANK solely at its discretion; (b) have professional experience in matters relating to investments falling within Article 19(5) of the 
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended from time to time (the “Order”), or (c) fall within Article 49(2)(a) to (d) (high net 
worth companies, unincorporated associations, etc. as mentioned in the stated Article) of the Order; (all such persons together being referred to as “relevant persons”).  

This research report is directed only at relevant persons and must not be acted on or relied on by any persons who are not relevant persons. Any investment or 
investment activity to which this material relates is available only to relevant persons and will be engaged in only with relevant persons. 

The relevant person as recipient of this research report is not permitted to reproduce, change, remove, pass on, distribute or disseminate the data or make it available 
to third parties without the written permission of BOBCAPS or MAYBANK. Any decision taken by the relevant person(s) pursuant to the research report shall be solely 
at their costs and consequences and BOBCAPS and MAYBANK shall not have any liability of whatsoever nature in this regard. 

No distribution into the US:  

This report will not be distributed in the US and no US person may rely on this communication.  

Other jurisdictions:  

This report has been prepared in accordance with SEBI (Research Analysts) Regulations and not in accordance with local regulatory requirements of any other 
jurisdiction. In any other jurisdictions, this report is only for distribution (subject to applicable legal or regulatory restrictions) to professional, institutional or sophisticated 
investors as defined in the laws and regulations of such jurisdictions by Maybank Securities Pte Ltd. (Singapore) and / or by any broker-dealer affiliate or such other 
affiliate as determined by Malayan Banking Berhad. 

If the recipient of this report is not as specified above, then it should not act upon this report and return the same to the sender.  

By accepting this report, you agree to be bound by the foregoing limitations. 


