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Key Stock Data 

 Bloomberg / Reuters RIL IN / RELI.BO 

 Sector Oil & Gas 

 Shares o/s (mn) 6,334 

 Market cap. (Rs mn) 8,765,858 

 Market cap. (US$ mn) 125,930 

 3-m daily avg Trd value (Rs mn) 9,296.6 

 52-week high / low Rs1,407 / 907 

 Sensex / Nifty 39,140 / 11,753 

 

HOLD 
 

TP Rs1,400 
CMP Rs1,383 
 One step forward towards balance sheet consolidation 

Reliance Industries 
 Potential upside / downside +1% 

Previous Rating BUY 
 Summary 

Reliance Industries’ Q4FY19 operating profit were slightly above expectations owing to 

strong petchem margins and higher than expected other income. Lower petchem 

volume and lower refinery profits led to a 2.3% QoQ fall in EBITDA. Petchem margin of 

18.8% and GRM of US$8.2/bbl were above our estimates of 17.5% and US$8/bbl 

respectively. Organised Retail business and Digital Services business segmental profit 

increased 81% and 78% to Rs17/27 bn, slightly better than our forecast.  

RIL hived off its fiber and tower assets into two separate InvIT SPVs, shifting assets with 

book value of Rs1,250 bn and fair value of Rs2,030 bn. To bridge the gap of book value 

and fair value SPV has issued Rs780 bn of preference shares to RIL. RIL has entered with 

20-year contract to become anchor tenant for its tower SPV and 50% of fiber pair. Due 

to absence of details of cash flow, it’s difficult to predict the impact but we expect 

higher opex would largely be offset by lower depreciation and interest. We roll over 

our TP to FY21 and raise TP to Rs1,400 from Rs1,326. Downgrade to HOLD from BUY 

due to limited upside potential. 

Key Highlights and Investment Rationale 
 Lower volumes were offset by better than forecasted margins  

Petchem business margin improved to 18.8% vs. 16.9% in Q3FY19 whereas its volume 

declined to 9.4mmt vs. 9.7mmt in Q3FY19. Also, crude throughput declined to 

16mmt due to shutdown at its one CDU unit vs 16.7 YoY. Retail business margin also 

expanded by 72bps to 4.7% in Q4FY19. Also, Retail business EBITDA contribution has 

expanded to 10.5% vs 6.5% in Q4FY18. The company has achieved a new milestone of 

10,000+ stores in India.  

 Raising TP to Rs1,400; Downgrade to HOLD from BUY 

We are keeping our FY20E PAT almost unchanged while introducing FY21 numbers. 

We forecast EBITDA/PAT CAGR of 13%/17.4% during FY19-FY21E. We expect the 

company’s EBITDA to decline by 9% on the back of higher lease rentals but PAT to 

remain unchanged. We are rolling forward our TP to FY21, giving new TP of Rs1,400 

from earlier Rs1,326. However, due to sharp 22% stock price appreciation since our 

last report, we downgrade the stock to HOLD from BUY. 

 Raising estimates for FY20; Raising TP to Rs1,326 and upgrade to BUY  

 EPS (Rs)  FY20E FY21E 

 IDBI Capital   81.4   91.6 

 Consensus   77.3  91.8 

 % difference   5.2   (0.2) 

 

 

 Relative to Sensex (%) 

Financial snapshot (Rs mn) 

Year FY2017 FY2018 FY2019 FY2020E FY2021E 

Revenue 3,053,820 3,916,770 5,671,350 6,236,278  6,694,004  

EBITDA 461,940 641,760 839,180 947,103 1,072,356  

EBITDA (%)  15.1   16.4   14.8   15.2   16.0  

Adj. PAT 298,290 348,700 393,219 482,294  542,252  

EPS (Rs)  50.4   60.7   66.4   81.4   91.6  

EPS Growth (%)  7.6  20.5   9.4  22.7   12.4  

PE (x)  27.4   22.8   20.8   17.0  15.1  

Dividend Yield (%)  0.5   0.4   0.5   0.6  0.7  

EV/EBITDA (x)  24.7   17.8   13.6   12.0   10.6  

RoE (%)  11.8   12.5   11.6   11.8  11.9  

RoCE (%)  7.7   8.9   9.2   9.1   9.5  

Source: Company; IDBI Capital Research 
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 Absolute 4.6   22.0   46.5 
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Demerger of tower and fiber business  

Structure of the demerger 

RIL hived off its tower and fiber assets to two separate InvIT SPVs namely Reliance Jio Infratel Pvt Ltd (RJIPL) and 

Reliance Digital Fiber Pvt Ltd (RDFPL), shifting assets with book value of Rs1,250 bn and fair value of Rs2,030 bn. The 

company transferred Rs1,073 bn of its liability including bank borrowing of Rs380 bn and Rs450 bn of OCPS which was 

converted to debt. To bridge the gap of book value and fair value SPV has issued Rs781 bn of preference shares to RIL. 

These are zero interest preference shares and would only be serviced from the available cash flow after all other 

instruments have been serviced. This is likely only when SPV monetize its units and other tenant start using its tower 

and fiber services. Cost of all the liabilities have been indicated at 8.5%-9.5%. the company has already made an advance 

payment of Rs170 bn to JDFPL.  

Exhibit 1: InvIT Structure 

 
Source: Company 
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Higher lease rental to be offset by lower depreciation/interest cost for Jio 

RIL has entered with 20-year contract to become anchor tenant for its tower SPV and 50% of fiber pair. Though, cash 

flow and rates of lease rentals are unknown but we expect the company to pay a minimum of 60% of total financial 

obligation for the SPV excluding preference shares. Therefore, total obligation comes at Rs91-102 bn at 8.5%-9.5% of 

total financial liability of Rs1,073 bn. Therefore, total outgo from RJio as lease rental may come at Rs55-61 bn per annum 

which is likely to offset by reduction in depreciation and interest cost.  

Exhibit 2: Pro-forma balance sheet 

All figures in Rs bn JDFPL RJIPL Total Comment 

Assets 1,664 368 2,032 

Difference between fair value and book value allocated as 
Preference shares to RIL 

    
Share Capital 

   
Equity Shares 5 2 7 

Preference share 
(Marketable security) 

781 1 782 

Liabilities 

Bank Borrwoings 270 110 380 
Liability transfer from RJIL: Rs1,073 bn; RIL NCD to be paid through 
units issuance of the trust 

Other liabilities 190 137 327 

RIL NCD 248 118 366 

Advance paid by Jio 170 0 170 
 

Total Liabilities 1,664 368 2,032 
  

Source: Company 
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Key highlights of Analyst-Meet 

Refinery 

 It commissioned all gasifiers and units are under stabilization. Q4FY19 uptick in GRM was also contributed by 

petcoke gasifiers. 

 In order to keep IMO2020 in the mind, raising Coker capacity by 450Kbbls which is likely to finish by Dec’19. 

 17 retail outlets added during the quarter and exited FY19 with 1355 retail outlets. Robust 21% YoY growth in petrol 

retail sales and 16% growth in diesel.  

 The company expects new net refinery capacity addition of 1.8mbpd (largely biased towards end of the year) in 

2019 against demand growth of 1.4mbpd and 0.9mbpd of net refinery capacity addition in 2020.  

 Oil demand growth is expected to be 1.3mbpd while new refinery capacity addition is estimated to be 0.8mbpd in 

2018 and ~2mbpd in 2019. 

 The company’s 325k bbls contract with Venezuela is down by nearly 60%. Taking supply from elsewhere. 

Contracting Brent-Dubai crude is benefiting GRMs. 

Petrochemicals 

 Polymer demand growth in India was 6% while polyester demand growth was nearly 10%. 

 The company sees unprecedented capacity built up in ethylene and Px which would keep prices low in near to 

medium term for these products. Global incremental PE capacity of ~7mtpa to come online in 2019. 

 Carbon fiber could be the next big thing where research and new product development is taking place. 
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Reliance Retail 

 FY19 margin came at 4.7% (5.2% in Q4FY19) in FY19 compared to 3.7% (4.5% in Q4FY18) in FY18. Core retail EBITDA 

(excluding petro and connectivity) margins improved to 7% (7.6% in Q4FY19) from 6% (6.3% in Q4FY18) in FY18. 

Higher margins are mainly due to rising share of sales of own branded products. 

 80%-85% of EBITDA comes from core retail while 15%-20% from petro and connectivity segments. 

 Same store sales growth is nearly ~25% overall. Electronics segment is witnessing highest 40% growth while fashion 

and grocery nearly 25% and 20%. 

 Total capex for the quarter stood at Rs20 bn in Q4FY19. 

Reliance Jio 

 The company achieved gross addition of 33.2mn and net addition of 26.6mn in Q4FY19 vs 32.7 mn gross and 27.9mn 

net subscriber additions in Q3FY19. Total subscriber base increased to 306.7 mn.  

 9.6bn GB data consumption during Q4FY19 against 8.6bn GB in Q3FY19 translates to ~10.9GB/user/month from 

10.8GB/user/month in last quarter, which accounts for 70% of total industry 4G data traffic. 

 ARPU stood at Rs126.2/month compared to Rs130/month due to Monsoon Hungama offer which led to a marginal 

drop in ARPU.     

Others 

 The company’s total capex rose again to Rs 320 bn in Q4FY19 (Rs40 bn in RIL standalone, Rs215 bn in Jio, Rs20 bn in 

Retail and Rs45 bn in others) compared to Rs270 bn in Q3FY19. 

 Gross Debt reached to Rs2.88 tr at the end of FY19 vs Rs2.74 tr at the end of Q3FY19, while net debt increased by 

Rs415 bn sequentially to Rs1.55 tr.  
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Exhibit 3: Actual vs. estimates 

Year to March Actual Estimated Variance (%) 

Net sales 1,386,590 1,549,154 (10.5) 

EBITDA 208,320 203,008 2.6  

EBITDA margin (%) 15.0 13.1 192bps  

Adj net income 103,019 98,246 4.9  

FDEPS (Rs) 17.4 16.7 4.2  
 

Source: Company; IDBI Capital Research 
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Exhibit 4: Quarterly performance: Standalone 

Year-end: March Q4FY19 Q4FY18 ChgYoY (%) Q3FY19 % ChgQoQ 

Net sales 835,970 840,370 (0.5) 1,000,960 (16.5) 

Expenditure  698,930 706,120 (1.0) 855,890 (18.3) 

EBITDA 137,040 134,250 2.1  145,070 (5.5) 

EBITDA margin (%) 16.4 16.0 42bps  14.5 190bps  

Other income 28,830 26,210 10.0  24,560 17.4  

Interest   27,910 14,600 91.2  24,050 16.0  

Depreciation 24,650 26,790 (8.0) 25,860 (4.7) 

PBT  113,310 119,070 (4.8) 119,720 (5.4) 

Tax 27,750 32,100 (13.6) 30,440 (8.8) 

PAT 85,560 86,970 (1.6) 89,280 (4.2) 

EPS (Rs)  13.5 13.7 (1.7) 14.1 (4.2) 
 

Source: Company; IDBI Capital Research 

 

Exhibit 5: Quarterly performance: Consolidated 

Year-end: March Q4FY19 Q4FY18 ChgYoY (%) Q3FY19 % ChgQoQ 

Net sales 1,386,590 1,169,150 18.6  1,563,970 (11.3) 

Expenditure  1,178,270 984,460 19.7  1,350,800 (12.8) 

EBITDA 208,320 184,690 12.8  213,170 (2.3) 

EBITDA margin (%) 15.0 15.8 (77bps) 13.6 139bps  

Other income 31,470 22,030 42.9  24,600 27.9  

Interest   48,940 25,660 90.7  41,190 18.8  

Depreciation 52,950 48,520 9.1  52,370 1.1  

PBT  137,900 132,540 4.0  144,210 (4.4) 

Tax 28,040 26,900 4.2  29,550 (5.1) 

Share of associates 680 -80 (950.0) 240 183.3  

Minority shares 1,251 240 421.2  1,250 0.1  

Reported PAT 103,019 94,350 9.2  102,510 0.5  

Reported EPS (Rs)  17.4 15.9 9.2  17.3 0.6  
 

Source: Company; IDBI Capital Research 
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Exhibit 6: Segmental performance - Consolidated 

Year-end: March Q4FY19 Q4FY18 ChgYoY (%) Q3FY19 % ChgQoQ 

Gross turnover 1,895,380 1,683,490 12.6  2,127,520 (10.9) 

Petrochemicals 424,140 381,130 11.3  462,460 (8.3) 

Refining 878,440 935,190 (6.1) 1,117,380 (21.4) 

Oil & gas 10,690 7,460 43.3  11,820 (9.6) 

Organised Retail 366,630 241,830 51.6  355,770 3.1  

Digital Services (Jio) 136,090 84,210 61.6  123,020 10.6  

Others 79,390 33,670 135.8  57,070 39.1  

A   
     

EBIT 164,140 147,240 11.5  173,410 (5.3) 

Petrochemicals 79,750 64,350 23.9  82,210 (3.0) 

Refining 41,760 56,070 (25.5) 50,550 (17.4) 

Oil & gas (2,670) -6,000 (55.5) -1,850 44.3  

Organised Retail 17,210 9,510 81.0  15,120 13.8  

Digital Services (Jio) 26,650 14,950 78.3  23,620 12.8  

Others 1,440 8,360 (82.8) 3,760 (61.7) 

A  
     

EBIT margin (%) 8.7 8.7 (9bps) 8.2 51bps  

Petrochemicals 18.8 16.9 192bps  17.8 103bps  

Refining 4.8 6.0 (124bps) 4.5 23bps  

Oil & gas (25.0) (80.4) 5,545bps  (15.7) (933bps) 

Organised Retail 4.7 3.9 76bps  4.2 44bps  

Digital Services (Jio) 19.6 17.8 183bps  19.2 38bps  

Others 1.8 24.8 (2,302bps) 6.6 (477bps) 
 

Source: Company; IDBI Capital Research 
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Exhibit 7: Sum of the parts valuation 

Business US$ bn Rs bn Rs/share methodology 

Refining 32.1 2249 380 8x FY21 EBITDA 

Petrochemicals 44.9 3146 531 8x FY21 EBITDA 

Total core business 77.1 5395 911 
 

     
E&P Assets 4.2 297 50 DCF based for KG basin and EV/Boe for CBM 

Total E&P business 4.2 297 50 
 

     
Others 

    
Shale Gas 1.5 102 17 50% discount to Investment value 

Jio 41.6 2910 491 book value 

Retail 16.2 1132 191 0.65x P/Sales 

Total 59.2 4144 700 
 

Less: Net debt/(Cash) 22.1 1545 261 
 

Total value 162.6 11381 1400 
  

Source: IDBI Capital Research 
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Financial Summary 

 

  

Profit & Loss Account                                      (Rs mn) 

Year-end: March FY18 FY19 FY20E FY21E 

Revenue 3,916,770  5,671,350   6,236,278   6,694,004  

Growth (%)  28.3   44.8  10.0  7.3  

EBITDA  641,760   839,180   947,103  1,072,356  

Growth (%)  38.9   30.8  12.9  13.2  

Depreciation & Amortisation  167,060  209,340  202,365  236,739  

EBIT 474,700  629,840  744,738   835,617  

Growth (%)  37.4   32.7  18.2  12.2  

Interest  80,520   164,950   181,177   195,256  

Other income  88,620   86,350   90,668  95,201  

EBT 493,670   551,240  654,229  735,562  

Income taxes  133,460   153,900   162,774  183,010  

Effective tax rate (%)  27.0   27.9   24.9   24.9  

Extra-ordinary items 10,870   -   -   -  

Min int / inc from assoc  640   4,121  9,160  10,299  

Reported net income 359,570   393,219  482,294  542,252  

Adjustments 10,870   -   -   -  

Adjusted net income 348,700   393,219  482,294  542,252  

Growth (%) 16.9  12.8   22.7  12.4  

Shares outstanding (mn) 5,922.0  5,922.0  5,922.0  5,922.0  

Reported EPS (Rs) 60.7  66.4   81.4   91.6  

Growth (%)  20.5  9.4   22.7  12.4  

DPS (Rs) 6.0  7.0  8.0  9.0  

 

 

Cash Flow Statement   (Rs mn) 

Year-end: March FY18 FY19 FY20E FY21E 

Net income + 

Depreciation 
526,630  602,559  684,659   778,991  

Non-cash adjustments  (150,800) 21,191  (742,508)  7,770  

Changes in working capital  185,380  (759,657)  47,564   3,876  

Cashflow from operations 561,210   (135,906) (10,285) 790,636  

Capital expenditure (729,540) (808,280) (605,370) (400,000) 

Change in investments  35,530   108,543  500,000   -  

Other investing cashflow (12,200)  -   -   -  

Cashflow from investing  (706,210) (699,737)  (105,370) (400,000) 

Issue of equity 4,210   40   -   -  

Issue/repay debt 171,570  903,380   102,204   (47,576) 

Dividends paid (19,420)  (35,207)  (40,034)  (45,092) 

Other financing cashflow  320   -   -   -  

Change in cash & cash eq  11,680   32,570   (53,485) 297,969  

Closing cash & cash eq  42,550  75,120  21,635   319,603  
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  Balance Sheet (Rs mn) 

Year-end: March FY18 FY19 FY20E FY21E 

Cash and cash eq  42,550  75,120  21,635  319,603  

Accounts receivable  175,550   300,890   330,677  354,812  

Inventories  608,190  675,610   742,908   797,436  

Others current assets   548,570   744,760   857,290  956,158  

Investments   828,620   2,354,880  1,854,880  1,854,880  

Gross fixed assets   4,396,630  5,196,630  6,196,630   7,396,630  

Net fixed assets   3,160,310   3,034,830   4,548,605   5,511,866  

CWIP  1,870,400  1,794,630  1,400,000   600,000  

Intangible assets  878,540   962,590   962,590   962,590  

Deferred tax assets, net   (245,430) (451,470)  (481,216)  (514,661) 

Other assets  -   -   -   -  

Total assets  7,867,300  9,491,840   10,237,368  10,842,684  

Accounts payable  1,068,610  1,083,090   1,190,978  1,278,392  

Other current liabilities  1,539,030   1,164,580  1,280,585  1,374,576  

Provisions  41,380  41,820   42,328   42,847  

Debt funds   1,816,040  2,719,420  2,821,624   2,774,048  

Other liabilities  467,180  611,810   602,650   592,350  

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

Reserves & surplus   2,875,840   3,811,860   4,239,944  4,721,211  

Shareholder's funds   2,935,060   3,871,120   4,299,204  4,780,471  

Total liabilities  7,867,300  9,491,840   10,237,368  10,842,684  

BVPS (Rs)  495.6  653.7  726.0  807.2  

Source: Company; IDBI Capital Research 

 

 

Financial Ratios 

Year-end: March FY18 FY19 FY20E FY21E 

Profitability & Return ratios (%) 
    

EBITDA margin  16.4   14.8   15.2   16.0  

EBIT margin   12.1   11.1  11.9   12.5  

Net profit margin   8.9   6.9   7.7  8.1  

ROE   12.5  11.6  11.8  11.9  

ROCE   8.9   9.2  9.1   9.5  

Working Capital & Liquidity Ratios         

Receivables (days)   12   15   18   19  

Inventory (days)  75  59  62  64  

Payables (days)  125  100  100  102  

Current ratio (x)   0.5   0.8   0.8   0.9  

Quick ratio (x)  0.1   0.2  0.1   0.3  

Turnover & Leverage ratios (x)         

Gross asset turnover   1.1  1.2   1.1  1.0  

Total asset turnover   0.5   0.7   0.6   0.6  

Interest coverage ratio   5.9   3.8  4.1   4.3  

Adjusted debt/equity   0.4   0.4   0.4   0.3  

Valuation ratios (x)         

EV/Sales   2.9   2.0  1.8  1.7  

EV/EBITDA   17.8   13.6   12.0   10.6  

P/E  22.8  20.8   17.0  15.1  

P/BV   2.8  2.1  1.9  1.7  
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Notes 
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