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Oil & Gas 

Earnings to remain under pressure 

For Q3FY25, our gas sector coverage universe’s EBITDA is expected to decline 
sharply 17% YoY (-7.9% QoQ) to Rs60.7bn largely led by lower margin for CGDs and 
weaker profit from GAIL owing to lower trading profit. On CGDs, IGL and MGL are 
expected to report a volume growth of 9%-11% YoY while Gujarat Gas’s volume is 
estimated to remain flattish. However, lower allocation of APM gas would lead to 
lower gross margin despite price hikes taken during the quarter. Higher Henry Hub 
gas price and lower spread over Brent are likely to hurt GAIL’s earnings. Reliance is 
expected to benefit from higher GRM, better petrochem spread and higher 
telecom tariff while Retail business to see a modest growth. Gulf Oil, however, is 
expected to report a healthy growth owing to higher volume and lower base oil 
price. Further, PLNG is also estimated to report healthy numbers on the back of 
higher volumes at Dahej. We keep RIL, GAIL, PLNG and Gulf Oil as our top picks in 
the sector. 

O2C to boost RIL’s earnings: The company is expected to report healthy 6.2% 
sequential growth in EBITDA owing to 12% jump in O2C while Jio/Retail/Upstream is 
expected to report an EBITDA growth of 4%/7%/2% QoQ. 38% QoQ jump in GRM and 
better petrochemical spread would lead to higher O2C profits. Further, the festive 
and wedding season is also expected to help the retail business to grow at a decent 
pace during the quarter. We expect JIO’s ARPU to rise by 5% QoQ (13% YoY) to Rs205 
in Q3FY25. Also, we expect Jio to continue to see a subscriber addition of ~6mn 
during the quarter which is expected to support the earnings growth. Also, we expect 
gas production to remain strong at ~29mmscmd which would lead to a flattish 
growth at upstream. 

CGD’s margin to contract sharply: In Q3FY25, CGDs are expected to see a sharp dip 
in earnings, despite higher volume, owing to de-allocation of APM gas. Further, 
higher spot LNG and auction price are expected to result in contraction in 
EBITDA/scm to Rs4.1/8.0/4.4 for IGL/MGL/Gujarat Gas. However, increased 
penetration in new GAs and higher CNG vehicle sales are expected to benefit the 
volume for these companies and expect a growth of 2.7%/1%/4.1% QoQ, 
respectively. 

Lower trading earnings to dent GAIL’s EBITDA: GAIL’s EBITDA is anticipated to see a 
decline of 14.1% YoY/-12.3% QoQ to Rs 32.8bn owing to lower profit from the 
trading business due to higher HH and spot LNG price. However, both transmission 
and trading volume is expected to grow by 2%/4% sequentially owing to higher LNG 
import to 133mmscmd/100mmscmd, respectively. Petchem division is expected to 
see a sequential dip in profits due to higher input cost while higher LPG prices to 
benefit LHC segment’s earnings. 

Valuation and Outlook: Oil & Gas sector has significantly underperformed the Nifty 
index by 550bps over the past three months following 330bps underperformance in 
last quarter. This is largely driven by 9% dip in RIL while most of the companies under 
coverage has seen a decline of 6%-24% in the last three months. However, we expect 
spot LNG price to decline sharply post winter which would benefit gas utility 
companies. We keep RIL, GAIL, PLNG and Gulf Oil as our preferred pick. 
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Sector Recommendations 

Company 
Mkt Cap 

(bn) 
TP 

(Rs) 
Rating 

Reliance Ind.  17,126 1,573 BUY 

Gulf Oil Lub. 56 1,700 BUY 

Gail India 1,253 230 BUY 

Petronet LNG 497 425 BUY 

IGL 285 481 BUY 

GSPL 198 353 HOLD 

MGL 124 1,680 HOLD 

Gujarat Gas 345 582 HOLD 

Source: BSE, Systematix Institutional Research 
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Exhibit 1: Quarterly key price trend  

Key monitorable Unit Q3FY24 Q4FY24 Q1FY25 Q2FY25 Q3FY25 % YoY % QoQ 

Brent Crude  US$/bbl 82.9  81.9  85.0  78.6  74.1  (10.6) (5.7) 

Dubai Crude US$/bbl 83.8  81.7  85.1  78.7  73.7  (12.1) (6.4) 

Henry Hub Natural Gas US$/mmbtu 2.8  2.4  2.1  2.1  2.4  (11.3) 16.2  

Spot LNG (JKL) US$/mmbtu 15.8 9.4 11.1 13.0 13.9 (11.5) 7.0  

Canadian Gas price US$/mmbtu 1.7  1.8  0.9  0.5  1.1  (37.5) 114.3  

NBP Gas price US$/mmbtu 12.3  8.8  9.7  10.8  13.7  11.5  27.3  

AL-AH US$/bbl 2.1  1.8  1.5  1.3  1.9  (9.5) 46.2  

Dubai-AH US$/bbl (1.6) (0.2) (0.7) (0.6) 0.2  - - 

Gross Refining Margin US$/bbl 5.5 7.4 3.2 3.7 5.1 (7.3) 37.8  

Gasoline - Dubai Crude US$/bbl 7.4 13.1 8.8 6.6 6.4 (13.5) (3.0) 

Gasoil - Dubai Crude US$/bbl 25.6 23.0 16.9 12.2 13.9 (45.7) 13.9  

Naphtha - Dubai Crude US$/bbl (12.4) (7.6) (9.3) (3.0) (0.8) (93.4) (72.8) 

Jet Kero - Dubai Crude US$/bbl 24.0 20.9 13.4 13.2 14.9 (37.9) 12.9  

FO - Dubai Crude US$/bbl (15.4) (14.2) (9.6) (9.7) (7.1) (53.9) (26.8) 

GMM – Petrol (15-d avg) Rs/ltr 8.8 7.7 5.7 10.1 12.2 38.6  20.8  

GMM – Diesel (15-d avg) Rs/ltr (1.5) 2.9  2.5  7.5  10.0  - 33.3  

Avg exchange rate (Rs/USD) Rs/US$ 83.3 83.1 83.4 83.8 84.5 1.4  0.8  

Source: Bloomberg, Systematix Institutional Research 
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Exhibit 2: Quarterly estimates 

Companies Particulars (Rs mn) Q3FY25E Q2FY25 Q3FY24 QoQ (%) YoY (%) 

Reliance Industries 

Net Sales 23,33,378 23,15,350 22,50,860 0.8   3.7  

EBITDA 4,14,816 3,90,580 4,06,560 6.2   2.0  

Net Profit 2,02,752 1,91,010 1,94,880 6.1  4.0  

EBITDA margin (%) 17.8 16.9 18.1 90.8 (28.5) 

Gail India 

Net Sales 3,82,292 3,29,117 3,42,365 16.2 11.7 

EBITDA 32,851 37,450 38,226 (12.3) (14.1) 

Net Profit 24,399 26,719 28,426 (8.7) (14.2) 

EBITDA margin (%) 8.6 11.4 11.2 (278.6) (257.2) 

Petronet LNG 

Net Sales 1,19,571 1,30,218 1,47,472 (8.2) (18.9) 

EBITDA 15,042 12,005 17,060 25.3 (11.8) 

Net Profit 10,494 8,476 11,907 23.8 (11.9) 

EBITDA margin (%) 12.6 9.2 11.6 336.0 101.1 

Gujarat Gas 

Net Sales 43,243 37,818 39,291 14.3 10.1 

EBITDA 4,007 5,142 4,007 (22.1) 0.0 

Net Profit 2,241 3,069 2,203 (27.0) 1.7 

EBITDA (Rs/scm) 4.4 6.4 4.8 (30.4) (6.4) 

Indraprastha Gas 

Net Sales 38,864 36,973 35,504 5.1 9.5 

EBITDA 3,631 5,359 5,582 (32.2) (34.9) 

Net Profit 2,269 4,311 3,921 (47.4) (42.1) 

EBITDA (Rs/scm) 4.1 6.2 6.9 (34.0) (40.4) 

GSPL 

Net Sales 2,790 2,580 5,543 8.2 (49.7) 

EBITDA 2,150 1,929 3,796 11.5 (43.3) 

Net Profit 1,384 3,893 2,622 (64.5) (47.2) 

EBITDA margin (%) 77.1 74.8 68.5 226.8 857.5 

Mahanagar Gas 

Net Sales 17,732 17,116 15,688 3.6 13.0 

EBITDA 2,995 3,986 4,487 (24.9) (33.2) 

Net Profit 2,005 2,829 3,172 (29.1) (36.8) 

EBITDA (Rs/scm) 8.0 10.7 13.3 (25.6) (40.0) 

Gulf Oil Lubricants India 

Net Sales 8,926 8,493 8,173 5.1 9.2 

EBITDA 1,183 1,072 1,111 10.4 6.5 

Net Profit 900 844 807 6.6 11.5 

EBITDA margin (%) 13.3 12.6 13.6 63.8 (33.6) 

Gas Sector 

Net Sales 6,04,493 5,53,822 5,85,862 9.1 3.2 

EBITDA 60,677 65,871 73,157 (7.9) (17.1) 

Net Profit 42,792 49,297 52,251 (13.2) (18.1) 

EBITDA margin (%) 10.0 11.9 12.5 (185.6) (244.9) 

CGDs 

Net Sales 99,839 91,907 90,483 8.6 10.3 

EBITDA 10,634 14,487 14,075 (26.6) (24.5) 

Net Profit 6,515 10,209 9,296 (36.2) (29.9) 

EBITDA margin (%) 10.7 15.8 15.6 (511.2) (490.5) 

Source: Company, Systematix Institutional Research 
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Exhibit 3: Estimates of companies within our universe 

Companies 
CMP TP 

Reco 
Mkt Cap Revenue (Rs bn) Ebitda (Rs bn) EPS (Rs) 

(Rs) (Rs) (Rs bn) FY24 FY25E FY26E FY24 FY25E FY26E FY24 FY25E FY26E 

Reliance Ind. 1,266 1,573 BUY 17,126 9,010.6 10,147.8 10,519.1 1,622.3 1,769.7 1,924.4 102.9 113.1 125.0 

Gail India 191 230 BUY 1,253 1,305.7 1,352.3 1,365.3 133.7 148.3 161.0 13.4 15.3 16.5 

Petronet LNG 331 425 BUY 497 527.3 471.1 538.9 52.1 54.1 65.2 23.6 25.9 30.4 

Gujarat Gas 501 582 HOLD 345 156.9 156.8 167.2 18.8 23.1 24.0 15.8 20.5 21.4 

IGL 407 481 BUY 285 140.0 146.5 159.1 23.7 21.8 24.9 25.0 23.1 26.5 

GSPL 351 353 HOLD 198 20.3 12.4 12.4 15.0 10.1 10.0 22.8 15.7 16.5 

MGL 1,253 1,680 HOLD 124 62.4 68.2 71.6 18.4 16.4 17.5 130.5 112.1 120.0 

Gulf Oil Lub. 1,137 1,700 BUY 56 35.9 39.6 43.4 4.8 5.3 6.0 73.5 82.2 94.4 

Source: Systematix Institutional Research, Bloomberg 

Exhibit 4: Valuation snapshot 

Companies 

Market 
Cap 

P/E EV/EBITDA P/BV (Rs) RoE (%) 

(Rs bn) FY24 FY25E FY26E FY24 FY25E FY26E FY24 FY25E FY26E FY24 FY25E FY26E 

Reliance Ind. 17,126 12.3 11.2 10.1 6.0 5.6 5.2 1.1 1.0 0.9 8.8 8.8 8.8 

Gail India 1,253 14.2 12.5 11.6 10.6 9.5 8.7 2.0 1.8 1.7 13.8 14.5 14.4 

Petronet LNG 497 14.0 12.8 10.9 8.1 7.6 6.8 2.9 2.6 2.4 20.8 20.6 21.6 

Gujarat Gas 345 31.7 24.4 23.4 18.0 14.3 13.5 4.5 4.0 3.7 14.9 16.6 15.7 

IGL 285 16.3 17.6 15.4 10.8 11.6 10.0 3.3 2.9 2.6 20.4 16.7 16.9 

GSPL 198 15.4 22.3 21.3 15.2 12.9 18.7 1.9 1.8 1.7 12.5 8.2 8.1 

MGL 124 9.6 11.2 10.4 6.0 6.3 5.5 2.4 2.1 1.9 25.1 19.1 18.3 

Gulf Oil Lub. 56 15.5 13.8 12.0 9.6 8.1 6.5 3.9 3.5 3.1 26.4 26.6 27.4 

Source: Systematix Institutional Research, Bloomberg 

Exhibit 5: Stock performance over a decade 

Name CMP (Rs) 
% Price 
Change 
Week 

% Price 
Change 
Month 

% Price 
Change 3 
Months 

% Price 
Change 6 
Months 

% Price 
Change 1 

Yr 

% Price 
Change 

YTD 

% Price 
Change 2 

Yr 

% Price 
Change 5 

Yr 

% Price 
Change 

10 Yr 

Reliance Industries Ltd 1,266 3.6 (3.5) (9.4) (21.0) (2.2) 4.1 7.0 81.2 552.0 

GAIL India Ltd 191 (0.3) (9.4) (15.2) (17.3) 18.6 (0.2) 93.6 128.1 133.5 

Petronet LNG Ltd 331 (4.8) (1.4) (6.3) (1.8) 46.4 (4.4) 50.9 22.9 209.5 

Gujarat Gas Ltd 501 (0.6) (2.3) (16.9) (23.3) (1.5) 0.4 3.5 90.9 287.7 

Indraprastha Gas Ltd 407 (0.7) 6.1 (23.5) (22.4) (4.2) (2.0) (3.6) (2.7) 351.1 

Gujarat State Petronet Ltd 351 (3.8) (8.0) (14.3) 12.6 7.5 (2.9) 25.7 48.8 181.0 

Mahanagar Gas Ltd 1,253 (2.3) (2.5) (31.5) (25.0) 4.1 (2.5) 44.1 24.6 197.5 

Gulf Oil Lubricants India 
Ltd 

1,137 (5.5) (1.8) (11.5) (10.3) 60.0 (6.5) 166.6 41.4 121.1 

BSE OIL & GAS 26,773 2.5 (1.7) (10.7) (12.0) 13.0 2.7 29.1 83.1 172.1 

NSE Nifty 50 Index 23,689 (0.2) (3.8) (5.2) (3.0) 10.0 0.2 30.9 93.3 185.9 

Source: Bloomberg, Systematix Institutional Research 
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This document is for information purposes only. This report is based on information that we consider reliable; we do not represent that it is accurate or complete and one should exercise 
due caution while acting on it.  Description of any company(ies) or its/their securities mentioned herein are not complete and this document is not and should not be construed as an 
offer or solicitation of an offer to buy or sell any securities or other financial instruments. Past performance is not a guide for future performance, future returns are not guaranteed and 
a loss of original capital may occur. All opinions, projections and estimates constitute the judgment of the author as on the date of the report and these, plus any other information 
contained in the report, are subject to change without notice. Prices and availability of financial instruments are also subject to change without notice. This report is intended for 
distribution to institutional investors. 

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity that is a citizen or resident or located in any 
locality, state, country or other jurisdiction where such distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would subject to SSSIL or 
its affiliates to any registration or licensing requirement within such jurisdiction. If this report is inadvertently sent or has reached any individual in such country, especially USA, the same 
may be ignored and brought to the attention of the sender. Neither this document nor any copy of it may be taken or transmitted into the United States (to U.S. persons), Canada, or 
Japan or distributed, directly or indirectly, in the United States or Canada or distributed or redistributed in Japan or to any resident thereof. Any unauthorized use, duplication, 
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redistribution or disclosure of this report including, but not limited to, redistribution by electronic mail, posting of the report on a website or page, and/or providing to a third party a link, 
is prohibited by law and will result in prosecution. The information contained in the report is intended solely for the recipient and may not be further distributed by the recipient to any 
third party.  

SSSIL generally 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, SSSIL generally prohibits its analysts and persons reporting to analysts from serving as an officer, director, or advisory board member of 
any companies that they cover. Our salespeople, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies to our clients that 
reflect opinions that are contrary to the opinions expressed herein. Our proprietary trading and investing businesses may make investment decisions that are inconsistent with the 
recommendations expressed herein. The views expressed in this research report reflect the personal views of the analyst(s) about the subject securities or issues and no part of the 
compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations and views expressed by research analyst(s) in this report. The 
compensation of the analyst who prepared this document is determined exclusively by SSSIL; however, compensation may relate to the revenues of the Systematix Group as a whole, of 
which investment banking, sales and trading are a part. Research analysts and sales persons of SSSIL may provide important inputs to its affiliated company(ies). 

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations which could have an adverse effect on their value or price or the income 
derived from them. In addition, investors in securities such as ADRs, the values of which are influenced by foreign currencies, effectively assume currency risk. SSSIL, its directors, analysts 
or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments made or any action taken on the basis of this report 
including but not restricted to fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the dividend or income, etc. 

SSSIL and its affiliates, officers, directors, and employees subject to the information given in the disclosures may: (a) from time to time, have long or short positions in, and buy or sell, the 
securities thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation (financial interest) 
or act as a market maker in the financial instruments of the company (ies) discussed herein or act as advisor or lender / borrower to such company (ies) or have other potential material 
conflict of interest with respect to any recommendation and related information and opinions. The views expressed are those of the analyst and the company may or may not subscribe 
to the views expressed therein.  

SSSIL, its affiliates and any third party involved in, or related to, computing or compiling the information hereby expressly disclaim all warranties of originality, accuracy, completeness, 
merchantability or fitness for a particular purpose with respect to any of this information. Without limiting any of the foregoing, in no event shall SSSIL, any of its affiliates or any third 
party involved in, or related to, computing or compiling the information have any liability for any damages of any kind. The company accepts no liability whatsoever for the actions of 
third parties. The report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of the company, the 
company has not reviewed the linked site. Accessing such website or following such link through the report or the website of the company shall be at your own risk and the company 
shall have no liability arising out of, or in connection with, any such referenced website.  

SSSIL will not be liable for any delay or any other interruption which may occur in presenting the data due to any technical glitch to present the data. In no event shall SSSIL be liable for 
any damages, including without limitation, direct or indirect, special, incidental, or consequential damages, losses or expenses arising in connection with the data presented by SSSIL 
through this presentation. 

SSSIL or any of its other group companies or associates will not be responsible for any decisions taken on the basis of this report. Investors are advised to consult their investment 
and tax consultants before taking any investment decisions based on this report. 

Registration granted by SEBI to SSSIL and certification from NISM to the analyst in no way guarantee performance of SSSIL or to provide any assurance of returns to investors. 
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