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Concerns on cyclicals 

Reliance Industries’ (RIL) Q1 FY20 EBITDA marginally beat estimates at 

Rs 213bn (+3% YoY, +2.3% QoQ). Key highlights: a) GRMs inline at 

US$ 8.1/bbl; b) Petchem EBITDA at Rs88 bn (-4.4% YoY) beat estimates on 

higher polyester margins; c) in-line retail business EBITDA at Rs 20.5bn 

(+70% YoY); and d) RJio EBITDA at Rs49 bn (+9% QoQ). Outlook on 

cyclical businesses remains challenging, making us cut FY20E/FY21E 

earnings by 23.6%/18.4%, resulting in lower TP of Rs 1,335 (vs. Rs 1510). 

 

Rohit Ahuja | Harleen Manglani 
research@bobcaps.in 

 
 

 
 
 
 
 

 

Ticker/Price RIL IN/Rs 1,249 

Market cap US$ 107.4bn 

Shares o/s 5,927mn 

3M ADV US$ 159.5mn 

52wk high/low Rs 1,418/Rs 1,016 

Promoter/FPI/DII 47%/24%/28% 
 

Source: NSE 

 

STOCK PERFORMANCE 

 

Source: NSE 

  

Investment in Tower Invit: RIL announced Rs250 bn investment by 

Brookefield in the Tower InvIT (RJIPL). This would be in the form of quasi 

equity, against which RJIPL will raise another Rs110 bn debt to clear out the 

entire Rs370 bn liability associated with this asset. The deal for the Fibre assets 

is expected on similar lines in Q2 FY20 (InvIT carrying Rs1,660 bn liabilities). 

Cyclicals outlook remains cloudy: While refining margins were in-line at 

US$8.1/bbl, guidance on impact from IMO regulations seems unclear. We cut 

GRM estimates to US$10-11/bbl (from US$12/bbl) for FY20/21, based on 

current trend of low GRMs.  Petrochemicals earnings outperformed estimates 

on better margins. However, production declined (with utilisation at ~90% 

levels across product categories), as demand concerns outweigh.  We trim both 

production and margin estimates for Petrochemicals by 10%/20% for FY20/21. 

RJio gaining ground, retail surges: RJio touched 331 mn in gross subscribers, 

while ARPUs were below estimates at Rs122. EBITDA was still in-line at 

Rs49bn (+8.7% QoQ), on Rs3.7 bn gain from IND AS 116. Retail EBITDA 

surged to Rs 20.5bn (+70% YoY) led by core margins of 8.9% (+130bps YoY). 

Maintain ADD: Uncertainty on cyclicals (~65% of EBITDA in Q1 FY20) raises 

concerns on RIL’s earnings outlook, capping upside. 

 

 

KEY FINANCIALS 
 

Y/E 31 Mar FY18A FY19P FY20E FY21E FY22E 

Adj. net profit (Rs mn) 352,869 398,370 465,776 587,439 757,409 

Adj. EPS (Rs) 59.6 67.2 78.6 99.1 127.8 

Adj. EPS growth (%) 17.4 12.8 16.9 26.1 28.9 

Adj. ROAE (%) 12.4 11.7 11.7 13.2 14.9 

Adj. P/E (x) 21.0 18.6 15.9 12.6 9.8 

EV/EBITDA (x) 14.7 10.9 10.6 8.3 6.9 
 

 

Source: Company, BOBCAPS Research  
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Value unlocking on Tower InvIT structures 

RIL is expected to realise Rs118 bn cash (on repayment of NCDs) through the 

RJIPL deal.  A similar deal for the fibre InVIT (JDFPL) is in the works, that carry 

an additional valuation bump up of ~Rs780 bn for RIL (can be revised lower based 

on final deal negotiations for JDFPL).      

Concerns on long-term outlook for Petchem 

Petchem business EBITDA at Rs 88.1bn (–4.4% YoY) in Q1FY20, outperforming 

estimates on better than expected polymer margins (on low ethane and LNG 

prices). However, volumes trend lower (8.7 mmt, -5.4% YoY), mostly in the 

polyester chain, as demand remains a concern from global macro headwinds. 

Polymer production remained stable QoQ, as demand remained robust. Outlook 

for polymer margins remains challenging, as ~4 mmt PE capacity addition in US 

and China in 2019 could impact prices.  

Refining segment gearing up for IMO 

RIL’s Q1FY20 GRMs were in line at US$ 8.1/bbl (–23% YoY). Refining EBITDA 

at Rs 51bn (–16% YoY) was marginally higher on below-expected operating costs 

(US$ 2.2/bbl).  Management again didn’t provide any clarity on commercial start-

up of gasifiers (US$4 bn capex). In a run up to implementation of IMO 

(Jan’2020), RIL is enhancing the Coker capacity (by ~30%) at its DTA refinery in 

Jamnagar, that would help maximizing Diesel output.       

Reliance Jio maintains traction in subscriber additions, at cost of ARPUs 

RJio touched 331 mn in gross subscribers, while ARPUs were below estimates at 

Rs122. RJio management commentary indicated that ARPU trends could sustain 

at current levels, leading us to revise down our ARPU estimates for FY20/21 to 

Rs122/Rs140 (from Rs134/Rs150). We expect ARPU to improve to Rs160 by 

FY22.  Management maintained its guidance of adding 50mn fibre-to the-home 

(FTTH) subscribers over 2-3 years, which albeit delayed, remains on track to be 

tapped.   

Retail business earnings continue to surge 

Retail segment EBITDA outperformed estimates at Rs 20.5bn (+70% YoY), led 

by +45% YoY growth in revenues (Rs382 bn), and improvement in EBITDA 

margins to 5.4% (+20bps QoQ). Core retail EBITDA margins (Rs17 bn, ~85% of 

retail EBITDA, excludes connectivity and petroleum retail) averaged at ~8.9%, 

rising 130bps YoY in Q1.  
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Management pegged overall same-store sales growth (SSG) at ~20%, of which 

10% came from the fashion segment, 23% from consumer durables and 26% from 

grocery. Overall store count has touched 10,644 store count in Q1FY20 (with 

23 mn sq feet), adding ~3 stores/day.  

FIG 1 – QUARTERLY PERFORMANCE (STANDALONE)  
(Rs mn) Q1FY20 Q1FY19 YoY (%) Q4FY19 QoQ (%) 

Net revenues* 9,63,840 9,93,180 (3.0) 9,06,480 6.3 

Less: Excise duty 43,730 43,130 1.4 29,750 47.0 

Less: GST recovered 37,480 38,460 (2.5) 40,760 (8.0) 

Net sales 8,82,630 9,11,590 (3.2) 8,35,970 5.6 

Raw material costs 6,50,090 6,59,300 (1.4) 5,90,850 10.0 

% of sales 73.7 72.3  70.7  

Other expenditure 96,140 1,00,750 (4.6) 1,08,080 (11.0) 

% of sales 10.9 11.1  12.9  

EBITDA 1,36,400 1,51,540 (10.0) 1,37,040 (0.5) 

EBITDA margin (%) 15.5 16.6  16.4  

Depreciation & amortisation 21,750 27,620 (21.3) 24,650 (11.8) 

Interest 27,010 21,380 26.3 27,910 (3.2) 

Other income 33,450 20,680 61.8 28,830 16.0 

PBT 1,21,090 1,23,220 (1.7) 1,13,310 6.9 

Provision for tax 30,730 35,020 (12.3) 27,750 10.7 

Adj. PAT 90,360 88,200 2.4 85,560 5.6 

Other comprehensive income (1,290) (14,990) (91.4) 6,10,400 (100.2) 

Total Income 89,070 73,210 21.7 6,95,960 (87.2) 

Adj. EPS (Rs) 14.3 13.9 2.4 13.5 5.5 

GRMs (US$/bbl) 8.1 10.5 (22.9) 8.2 (1.2) 

Refining throughput (mmt) 17.5 16.6 5.4 16.0 9.4 

Petrochemical production (mmt) 8.7 9.2 (5.4) 9.4 (7.4) 

Source: Company, BOBCAPS Research | *Net of intersegment sales 

FIG 2 – QUARTERLY PERFORMANCE (CONSOLIDATED) 
(Rs mn) Q1FY20 Q1FY19 YoY (%) Q4FY19 QoQ (%) 

Gross revenues* 17,29,560 14,16,990 22.1 15,41,100 12.2 

Less: Excise duty 43,730 43,130 1.4 29,750 47.0 

Less: GST recovered 1,16,070 86,300 34.5 1,24,760 (7.0) 

Net sales 15,69,760 12,87,560 21.9 13,86,590 13.2 

EBITDA 2,13,150 2,06,610 3.2 2,08,320 2.3 

EBITDA margin (%) 13.6 16.0 - 15.0 - 

Depreciation & amortisation 50,110 51,730 (3.1) 52,950 (5.4) 

Interest 51,090 35,500 43.9 48,940 4.4 

Other income 31,460 17,780 76.9 31,470 (0.0) 

PBT 1,43,410 1,37,160 4.6 1,37,900 4.0 

Provision for tax 42,250 42,410 (0.4) 34,310 23.1 

Adj. PAT 1,01,410 94,850 6.9 1,04,270 (2.7) 

Other comprehensive income (810) (15,480) 94.8 6,17,730 100.1 

Share of P&L from associate 250 100 150.0 680 (63.2) 

Minority Interest - (260) - - - 

Total Income 1,00,600 79,110 27.2 7,22,000 (86.1) 

Adj. EPS (Rs) 16.0 16.0 0.0 17.6 (9.1) 

Source: Company, BOBCAPS Research | *Net of intersegment sales 
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FIG 3 – QUARTERLY PERFORMANCE SEGMENT-WISE (CONSOLIDATED)  

(Rs mn) Q1FY20 Q1FY19 YoY (%) Q4FY19 QoQ (%) 

Petrochemicals revenues 3,76,110 4,02,870 (6.6) 4,24,140 (11.3) 

% Sales 18.4 22.9 - 22.4 - 

EBITDA 88,100 92,110 (4.4) 93,610 (5.9) 

EBITDA margins (%) 23.4 22.9 - 22.1 - 

% Total RIL EBITDA 41 45 - 45 - 

EBIT 75,080 78,570 (4.4) 79,750 (5.9) 

Refining revenues 10,17,210 9,56,460 6.4 8,78,440 15.8 

% Sales 49.8 54.4 - 46.3 - 

EBITDA 51,520 61,310 (16.0) 49,640 3.8 

EBITDA margins (%) 5.1 6.4 - 5.7 - 

% Total RIL EBITDA 24 30 - 24 - 

EBIT 45,080 53,150 (15.2) 41,760 8.0 

Oil & Gas 9,230 14,320 (35.5) 10,690 (13.7) 

% Sales 0.5 0.8 - 0.6 - 

EBITDA 2,070 6,153 (66.4) 2,580 (19.8) 

EBITDA margins (%) 22.4 43.0 - 24.1 - 

% Total RIL EBITDA 1 3 - 1 - 

EBIT (2,490) (4,470) 44.3 (2,670) (6.7) 

Organised Retail revenues 3,81,960 2,58,900 47.5 3,66,630 4.2 

% Sales 18.7 14.7 - 19.3 - 

EBITDA 20,490 12,060 69.9 19,230 6.6 

EBITDA margins (%) 5.4 4.7 - 5.2 - 

% Total RIL EBITDA 10 6 - 9 - 

EBIT 17,770 10,690 66.2 17,210 3.3 

Digital Service revenues 1,49,100 96,530 54.5 1,36,090 9.6 

% Sales 7.3 5.5 - 7.2 - 

EBITDA 49,080 31,470 56.0 45,150 8.7 

EBITDA margins (%) 32.9 32.6 - 33.2 - 

% Total RIL EBITDA 23 15 - 22 - 

EBIT 30,800 17,150 79.6 26,650 15.6 

Others revenues 1,07,870 29,680 263.4 79,390 35.9 

% Sales 5.3 1.7 - 4.2 - 

EBITDA 1,890 3,507 46.1 (1,890) (200.0) 

EBITDA margins (%) 1.8 11.8 - (2.4) - 

Total Revenues 20,41,480 17,58,760 16.1 18,95,380 7.7 

Less: Inter segment transfers 3,11,920 3,41,770 (8.7) 3,54,280 (12.0) 

Reported Gross Sales 17,29,560 14,16,990 22.1 15,41,100 12.2 

Less: GST recovered 1,16,070 86,300 34.5 1,24,760 (7.0) 

Reported Net Sales 16,13,490 13,30,690 21.3 14,16,340 13.9 

Total Reported EBITDA 2,13,150 2,06,610 3.2 2,08,320 2.3 

Source: Company, BOBCAPS Research 
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Analyst meet highlights 

Capex  

 Group capex stands at ~Rs 226bn in Q1FY20, of which Rs 85bn has been 

capitalised for RJio, Rs 60bn for RIL’s core businesses (petchem and refining, 

among others), Rs 25bn for the retail business and Rs 56bn for others. 

 E&P capex was at Rs 10bn (all the 3 projects, R-cluster, Satellite cluster and 

MJ field developments, are on track).  

Outlook 

Refining  

 All gasifiers at the new petcoke gasification unit are under commissioning, but 

management gave no specific guidance on startup of commercial operations. 

RIL’s GRMs would start reflecting the benefits mostly from H2FY20. 

 Diesel output was maximized in view of better economics. However, gasoil 

cracks weakened on account of high Chinese exports in a low demand 

environment. Jet Kero cracks weakened as well but had some support due to 

supply outages in Europe and Asia. 

 Naphtha cracks weakened due to high supplies from the US favouring LPG 

cracking, increased light crude availability and cracker shutdowns in China.  

 Major coker revamps to be completed in H1FY20. However capacity to be 

available by Q4FY20. 

 RIL plans to expand coker capacity by ~450kbpd in order to raise middle-

distillate output and take advantage of the expected surge in diesel demand 

(by ~2.5mnbpd, net of impact from installation of scrubbers) by Q4 FY20. 

Management does not anticipate any delays in implementation of IMO 

regulations globally.  

 RIL expects ~1.8mnbpd of refining capacity additions globally in CY19, most 

of which would be commissioned in H2CY19, and ~0.9mnbpd by 2020. 

Petrochemicals 

 Petchem EBITDA/mt stayed flat QoQ at US$ 142/mt despite a fall in 

production from 9.4mmt in Q4FY19 to 8.7mmt in Q1FY20.  

 The company is exploring a strategy to raise the oil-to-chemicals ratio at  

the integrated complex, which would be a primary factor in its capital 

allocation plan. 
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 Polymer margins, mainly HDPE, were impacted due to the US-China trade 

war causing diversion of US cargoes from China to other regions. 

RJio 

 ARPU at Rs 122 was lower than the Rs 126 posted in Q4FY19, due to 

increased subscription to long-term plans, and higher JioPhone users opting 

for the Rs 99 tariff plan. Most likely ARPUs would remain under pressure 

throughout FY20.  

 RJio’s Q1FY20 financials carried Rs3.7 bn gains from Ind AS 6 accounting 

standards. These gains pertain only to some tower assets where there are 

long-term contracts with lockin agreements (mostly those under JFPL InvIT 

structure). Agreements for Fibre assets do not come under the Ind AS 6 

accounting standards.  

FIG 4 – REFINING BUSINESS OPERATIONAL TRENDS 

 
Source: Company, BOBCAPS Research  

FIG 5 – PETCHEM DELTAS 

 
Source: BOBCAPS Research, Company  
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FIG 6 – PRODUCTION TRENDS 

 
Source: BOBCAPS Research, Company 
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Valuation methodology 

RIL is trading at 12.7x FY21E EPS, re-rating from ~9-10x levels over the last one 

year. Considering the uncertainty around cyclical business earnings, that are still 

constituting ~64% of RIL’s total EBITDA, there are limited gains to be made from 

earnings traction from the Retail business.  

We cut FY20/21 earnings by 24%/19%, to factor in: a) lower GRMs at US$10-

11/bbl for FY20/21 (from US$12/bl); b) We trim both production and margin 

estimates for Petrochemicals by 10%/20% for FY20/21; c) Lower ARPU 

estimates for RJio over FY20/21 to Rs122/Rs140 (from Rs134/Rs150), leading to 

~17.6%/13% cut in RJio EBITDA estimates. Consequently, our target price gets 

revised to Rs 1,335 (from Rs 1,510), as we roll over to Sept’20. We introduce 

FY22 estimates, projecting EPS of Rs127 (+29% YoY), with RJio and Retail 

constituting 50% of RIL’s consolidated EBITDA.  

Key upsides risks to our call are a potential IPO for the retail business and further 

deleveraging from a stake sale in the cyclicals business (as speculated in recent 

media reports). 

FIG 7 – REVISED ESTIMATES 

Consolidated FY20E FY21E FY22 

(Rs mn) Old New Var (%) Old New Var (%) New 

Gross Revenue 86,47,386 69,07,988 (20.11) 74,46,930 79,81,155 7.2 87,61,827 

EBITDA 11,38,088 9,46,015 (16.88) 14,03,672 12,30,494 (12.34) 15,16,083 

EBITDA margin (%) 13.2 13.7 - 18.8 15.4 - 17.3 

PAT 6,09,555 4,65,776 (23.59) 7,19,418 5,87,439 (18.35) 7,57,409 

EPS (Rs) 102.9 78.6 (23.59) 121.4 99.1 (18.35) 127.8 

RJIO        

Revenue 6,03,658 5,35,457 (11.30) 8,40,006 7,66,584 (8.74) 9,91,296 

EBITDA 2,92,640 2,41,164 (17.59) 4,80,071 4,17,141 (13.11) 5,82,858 

EBITDA margin (%) 48.5 45.0 - 57.2 54.4 - 58.8 

PAT 95,796 56,320 (41.21) 2,04,611 1,41,247 (30.97) 2,37,410 

Source: BOBCAPS Research, Company 
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Our SOTP valuation is outlined below:  

 Cyclical businesses: We value the refining (Rs352/sh, earlier Rs426/sh) and 

petrochemical (Rs513/she, earlier Rs609/sh) businesses at 7x and 8x 

Sept’21E EBITDA respectively (at par with global peers) 

 RJio: We value RJio at Rs 548/sh (from Rs 562/sh earlier on roll over to 

Mar’20), based on 7x Sept’20E EBITDA of Rs 500bn.  

 Retail: The retail business is valued at 17.5x Sept’20E EBITDA  

 E&P: We build in the DCF value of the KG-D6 block and development of oil & 

gas reserves in the R-series block. The PMT field is valued at 7x Sept20E EV/ 

EBITDA and the shale business is assessed on residual reserves at US$ 2/boe. 

FIG 8 – SOTP VALUATION SUMMARY 

Business  
Fair Value Value/share 

Comments 
(US$ bn) (Rs bn) (Rs) 

Refining 32 2,087 352 7x Sept’20E EBITDA 

Petrochem 47 3,038 513 8x Sept’20E EBITDA 

Cyclical business value 80 5,125 865 7.6x Sept’20E EBITDA 

E&P business  2 120 20 Includes KG-D6, shale and PMT 

Jio  50 3,249 548 6.5x Sept’20E EBITDA 

Reliance Retail 44 2,866 484 17.5x Sept’20E EBITDA 

Enterprise value 176 11,362 1,917  

Net Debt  54 3,453 583 Consol. net debt incl. current liabilities 

Equity value 123 7,909 1,335 ~13.5x FY21E EPS 

Source: BOBCAPS Research 

FIG 9 – ROLLING ONE-YEAR FORWARD P/E BAND 

Source: BOBCAPS Research, Company 
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FIG 10 – RELATIVE STOCK PERFORMANCE 

 
Source: NSE 

Key risks 

 Global slowdown: RIL’s valuations are highly sensitive to GRM and 

petrochemical crack movements. A slowdown in global economies can affect 

these spreads and hurt our valuation outlook.  

 Lower operating margins in RJio: We factor in an aggressive ramp-up in 

RJio’s subscriber numbers (>350mn) and ARPUs (~Rs 170/mth) by FY21. 

Operating margins could trend well below our estimates if a pricing war among 

telecom operators sustains beyond FY19. The telecom business also carries 

regulatory risks pertaining to tariffs and spectrum usage that could hamper 

RJio’s earnings outlook.   

 Lower growth in retail business revenues: RIL has been significantly 

outperforming estimates on retail business revenue growth. An economic 

slowdown could affect the outlook on retail revenues and hurt valuations. 
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FINANCIALS      

      

Income Statement      

Y/E 31 Mar (Rs mn) FY18A FY19P FY20E FY21E FY22E 

Total revenue 4,082,650 5,810,200 4,752,341 5,047,694 4,815,414 

EBITDA 641,760 839,180 946,015 1,230,494 1,516,083 

EBIT 474,700 629,840 645,489 875,059 1,115,290 

Net interest income/(expenses) (80,520) (164,950) (163,001) (208,897) (217,297) 

Other income/(expenses) 88,620 86,350 138,365 136,895 141,067 

Exceptional items 10,870 0 0 0 0 

EBT 482,800 551,240 620,853 803,057 1,039,060 

Income taxes (133,460) (153,900) (155,077) (215,619) (281,652) 

Min. int./Inc. from associates 590 1,030 0 0 0 

Reported net profit 360,800 398,370 465,776 587,439 757,409 

Adjusted net profit 352,869 398,370 465,776 587,439 757,409 

      

Balance Sheet      

Y/E 31 Mar (Rs mn) FY18A FY19P FY20E FY21E FY22E 

Accounts payables 1,068,610 1,083,090 1,242,359 1,361,825 1,358,295 

Other current liabilities 1,311,710 1,299,320 1,299,320 1,299,320 1,299,320 

Provisions 41,380 41,820 54,283 60,782 66,959 

Debt funds 1,816,040 2,719,420 2,919,420 3,119,420 3,069,420 

Other liabilities 498,280 687,620 696,899 707,289 718,735 

Equity capital 59,220 59,260 59,260 59,260 59,260 

Reserves & surplus 3,004,970 3,701,420 4,118,976 4,662,131 5,368,757 

Shareholders’ fund 3,064,190 3,760,680 4,178,236 4,721,391 5,428,017 

Total liabilities and equities 7,835,600 9,674,750 10,483,317 11,372,828 12,053,546 

Cash and cash eq. 42,550 75,120 55,984 96,812 70,926 

Accounts receivables 175,550 300,890 298,084 310,278 311,851 

Inventories 608,370 675,610 745,213 797,421 795,879 

Other current assets 488,160 744,760 737,177 772,195 776,305 

Investments 828,620 2,354,880 2,354,880 2,354,880 2,354,880 

Net fixed assets 3,980,720 3,910,440 4,811,339 5,543,400 6,235,865 

CWIP 1,653,500 1,493,080 1,350,671 1,357,871 1,357,871 

Intangible assets 58,130 119,970 129,970 139,970 149,970 

Total assets 7,835,600 9,674,750 10,483,317 11,372,827 12,053,547 

Source: Company, BOBCAPS Research 
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Cash Flows      

Y/E 31 Mar (Rs mn) FY18A FY19P FY20E FY21E FY22E 

Net income + Depreciation 507,120 607,710 766,301 942,874 1,158,201 

Changes in working capital 247,990 (446,650) 112,519 26,544 (1,493) 

Other operating cash flows (70,660) 116,700 (129,086) (126,505) (129,621) 

Cash flow from operations 684,450 277,760 749,734 842,912 1,027,087 

Capital expenditures (604,530) 21,360 (1,059,015) (1,094,697) (1,093,257) 

Change in investments 13,010 (1,331,060) 10,000 10,000 10,000 

Other investing cash flows 85,190 (47,010) 138,365 136,895 141,067 

Cash flow from investing (506,330) (1,356,710) (910,650) (947,801) (942,190) 

Equities issued/Others 570 40 0 0 0 

Debt raised/repaid (240,930) 917,090 200,000 200,000 (50,000) 

Dividends paid (39,160) (42,810) (58,220) (54,283) (60,782) 

Other financing cash flows 113,720 237,200 0 0 0 

Cash flow from financing (165,800) 1,111,520 141,780 145,717 (110,782) 

Changes in cash and cash eq. 12,320 32,570 (19,136) 40,828 (25,885) 

Closing cash and cash eq. 42,550 75,120 55,984 96,812 70,926 

      

Per Share      

Y/E 31 Mar (Rs) FY18A FY19P FY20E FY21E FY22E 

Reported EPS 60.9 67.2 78.6 99.1 127.8 

Adjusted EPS 59.6 67.2 78.6 99.1 127.8 

Dividend per share 6.0 8.2 7.6 8.5 9.4 

Book value per share 517.4 634.6 705.1 796.7 916.0 

      

Valuations Ratios      

Y/E 31 Mar (x) FY18A FY19P FY20E FY21E FY22E 

EV/Sales 2.3 1.6 2.1 2.0 2.2 

EV/EBITDA 14.7 10.9 10.6 8.3 6.9 

Adjusted P/E 21.0 18.6 15.9 12.6 9.8 

P/BV 2.4 2.0 1.8 1.6 1.4 

      

DuPont Analysis      

Y/E 31 Mar (%) FY18A FY19P FY20E FY21E FY22E 

Tax burden (Net profit/PBT) 71.5 72.3 75.0 73.2 72.9 

Interest burden (PBT/EBIT) 104.0 87.5 96.2 91.8 93.2 

EBIT margin (EBIT/Revenue) 11.6 10.8 13.6 17.3 23.2 

Asset turnover (Revenue/Avg TA) 54.6 66.4 47.2 46.2 41.1 

Leverage (Avg TA/Avg Equity) 2.6 2.6 2.5 2.5 2.3 

Adjusted ROAE 12.4 11.7 11.7 13.2 14.9 

Source: Company, BOBCAPS Research | Note: TA = Total Assets  
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Ratio Analysis      

Y/E 31 Mar FY18A FY19P FY20E FY21E FY22E 

YoY growth (%)      

Revenue 33.7 42.3 (18.2) 6.2 (4.6) 

EBITDA 38.9 30.8 12.7 30.1 23.2 

Adjusted EPS 17.4 12.8 16.9 26.1 28.9 

Profitability & Return ratios (%)      

EBITDA margin 15.7 14.4 19.9 24.4 31.5 

EBIT margin 11.6 10.8 13.6 17.3 23.2 

Adjusted profit margin 8.6 6.9 9.8 11.6 15.7 

Adjusted ROAE 12.4 11.7 11.7 13.2 14.9 

ROCE 7.2 7.9 7.0 8.5 9.8 

Working capital days (days)      

Receivables 12 15 23 22 24 

Inventory 73 58 59 60 62 

Payables 97 79 111 125 150 

Ratios (x)      

Gross asset turnover 0.9 1.0 0.7 0.7 0.6 

Current ratio 0.5 0.6 0.6 0.6 0.7 

Net interest coverage ratio 5.9 3.8 4.0 4.2 5.1 

Adjusted debt/equity 0.6 0.7 0.7 0.6 0.6 

Source: Company, BOBCAPS Research 
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Disclaimer 

Recommendations and Absolute returns (%) over 12 months 

BUY – Expected return >+15%  

ADD – Expected return from >+5% to +15% 

REDUCE – Expected return from -5% to +5%  

SELL – Expected return <-5%  

Note: Recommendation structure changed with effect from 1 January 2018 (Hold rating discontinued and replaced by Add / Reduce) 

HISTORICAL RATINGS AND TARGET PRICE: RELIANCE INDUSTRIES (RIL IN) 

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

Rating distribution 

As of 30 June 2019, out of 76 rated stocks in the BOB Capital Markets Limited (BOBCAPS) coverage universe, 43 have BUY ratings, 15 are rated ADD, 10 are rated 

REDUCE and 8 are rated SELL. None of these companies have been investment banking clients in the last 12 months. 

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 BOBCAPS. 

General disclaimers 

BOBCAPS is engaged in the business of Institutional 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, wealth management and portfolio 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 has obtained registration as a Research Entity under SEBI (Research Analysts) Regulations, 2014, having registration No.: INH000000040 valid till  

03 February 2020. 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 

23-Jul (B)

Rohit Ahuja

TP:Rs 908

14-Oct (B)

TP:Rs 1080

20-Jan (B)

TP:Rs 1245

29-Apr (B)

TP:Rs 1220

05-Jul (B)

TP:Rs 1210

18-Oct (B)

TP:Rs 1340

18-Jan (B)

TP:Rs 1300

20-Apr (A)

TP:Rs 1510

610

770

930

1,090

1,250

1,410

A
pr

-1
7

M
ay

-1
7

Ju
n-

17

Ju
l-

17

A
ug

-1
7

S
ep

-1
7

O
ct

-1
7

N
ov

-1
7

D
ec

-1
7

Ja
n-

18

F
eb

-1
8

M
ar

-1
8

A
pr

-1
8

M
ay

-1
8

Ju
n-

18

Ju
l-

18

A
ug

-1
8

S
ep

-1
8

O
ct

-1
8

N
ov

-1
8

D
ec

-1
8

Ja
n-

19

F
eb

-1
9

M
ar

-1
9

A
pr

-1
9

M
ay

-1
9

Ju
n-

19

Ju
l-

19

(Rs) RIL stock price



RELIANCE INDUSTRIES  

 

 

 

EQUITY RESEARCH 15 21 July 2019

 

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 where such an offer or solicitation would be 

illegal. 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.  

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 act as market makers or 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. 

In the US, this material is only for Qualified Institutional Buyers as defined under rule 144(a) of the Securities Act, 1933. No part of this document may be distributed 

in Canada or used by private customers in the United Kingdom. 

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 in the past 12 months. 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. 

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. 
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