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CPCL & MRPL Positioned to Leverage Buoyant 
GRM Environment 
Global refining dynamics remain favourable for Indian refiners, with middle distillate 
cracks (diesel/ATF) sustaining strength above USD17/bbl amid tight inventories, and 
renewed demand in the West. At the same time, China’s reported push to consolidate 
its refining sector by shutting smaller teapots and upgrading outdated capacity is 
more of a structural realignment than a meaningful supply cut, ensuring global 
balances remain tight in the near term. Against this backdrop, Indian refiners in 
Q2FY26, especially CPCL and MRPL, are well-positioned to capture elevated GRMs 
USD7.3-7.5/bbl (based on Indian basket) versus Singapore’s ~USD4.1/bbl), aided by 
flat crude prices and a return of higher Russian crude sourcing with higher discounts. 
Our top picks include CPCL > MRPL while amongst the OMCs, BPCL followed HPCL. 
RIL could gain from higher GRMs in their O2C segment. 

China: Noise of Shutdowns but No Real Supply Relief 
Recent commentary around China’s plan to “trim” its refining sector has added noise to 
global refining markets. However, the picture is nuanced: 
 Policy Intent: Beijing reportedly wants to shut smaller, inefficient “teapot” 

refineries (which run ~55-60% capacity utilization) and upgrade aging capacity 
(~40% of total). The push is not toward net curtailment but restructuring toward 
petrochemicals and specialty chemicals. A restructuring by the government who is 
encouraging a shift towards producing specialty chemicals for industries like AI, 
robotics, and semiconductors, rather than bulk refined products. 

 Reality Check: China today has the largest refining capacity globally, with its 
refining capacity to reach ~21mb/d in 2025 from current ~19mb/d, and a possible 
cut of 10% over longer period would take back the capacity to ~19mb/d to support 
the domestic consumption (~15 mb/d, would require 79% capacity utilization) 
remains strong, in 2023 the utilization had peaked near 88%. Chinese refineries 
ran at only ~75% of their capacity in 2024, the second-lowest utilization rate since 
2017. New mega plants and petchem-integrated complexes are still coming online. 

 Implication: Global product tightness will not increase or decrease by these 
adjustments. At best, there’s a churn older inefficient capacity may fade, but new 
plants will keep headline capacity elevated. However, the medium-term impact is 
constructive for middle distillates, as teapots often less efficient and more 
gasoline-heavy face rising costs and compliance hurdles. For Indian refiners, this 
strengthens the case for diesel/ATF-led margin support for the near term.  

Russian Crude: Back in Play, Feeding Indian Margins  
On crude, the return of Russian barrels into the Indian slate is proving accretive. 
Discounts, which had briefly compressed to ~USD1.5/bbl earlier this quarter, have 
started widening back toward ~USD2–3/bbl (a 30% sourcing could benefit USD0.6-
0.9/bbl), creating a feedstock advantage even as Brent stabilizes below 
USD67/bbl. Shipments for Sept-Oct’25 already being loaded as per media articles 
which will support Q3FY26, higher than Q2FY26 which dropped over Q1FY26. 

What’s Unchanged 
Indian refiners continue to sit in a sweet spot as global product cracks, particularly 
diesel and ATF, remain elevated amid supply dislocations, with ICE gasoil premiums still 
hovering close to USD17/bbl. This strength is underpinned by outages in Europe, lean 
inventories in the West. For India, where diesel/gasoline/ATF account for 
~45%/~16%/~8% of the yield mix, every USD1/bbl move in cracks translates into a 
0.5/0.2/0.1 USD/bbl swing in GRMs. As a result, QTD Q2FY26 Singapore benchmarks 
at ~USD4.1/bbl are translating into USD7.3-7.5/bbl GRMs (based on Indian basket) for 
the Indian refiners, materially ahead of global averages and flat crude prices QoQ.

 

 

 

 

STOCK VIEW 

Stock Rating TP (Rs) 

CPCL BUY 1,100 

MRPL BUY 180 

BPCL BUY 370 

HPCL BUY 495 

RIL BUY 1,640 

IOCL NEUTRAL 139 
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CPCL – pure play refinery, could provide higher returns and dividends 
CPCL stands out tactically among Indian refiners due to its slate profile, cost-efficient crude 
sourcing, and cleaner operating structure. For CPCL specifically, the current environment is highly 
supportive. Its Manali refinery (10.5mmtpa) is a secondary unit–rich site with high distillate yields, 
enabling it to maximize diesel/ATF uplift from today’s cracks. Additionally, the 9mmtpa Cauvery 
Basin Refinery (Nagapattinam), targeted for commissioning around FY28-29, is designed as a 
modern complex with higher conversion and petchem integration, positioning CPCL well for the 
evolving product mix in Asia as China tilts more toward specialties. Until then, CPCL remains one 
of the purest listed plays on distillate led GRMs. 

Sensitivity: The GRM sensitivity for the stock is very high; our base case GRM assumption is of 
USD7.4/bbl for FY26. For every USD1/bbl GRM increase, the EPS increases by ~Rs38/shr (~28% 
higher than our calculated) and EBITDA by Rs7.5bn. With a 30% dividend payout, the DPS could 
be over Rs40/shr (~6% yield on CMP). 

Valuation: The BV/share for FY26e/27e: Rs 617/688, the lower debt on books is towards 
working capital requirements. At CMP, the stock trades at 3.4x/3.5x FY26e/27e EV/EBITDA and 
1.1x/1.0x P/BV. On our FY27 numbers we assign a multiple of 1.6x P/BV (implied EV/EVBITDA 
of 5.5x) to arrive a target of Rs 1,100/share with a BUY Rating. 

CPCL Sensitivity to GRMs  

Exhibit 1: EBITDA sensitivity to GRM 
 

Exhibit 2: Target price sensitivity to GRM 
Refining capacity EBITDA (Rs bn) 

utilization (%) 78.0 88.0 98.0 108.0 118.0 128.0 
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) 3.9 7.1 8.0 9.0 9.9 10.8 11.7 
4.9 12.5 14.1 15.7 17.4 19.0 20.6 
5.9 17.9 20.2 22.5 24.8 27.1 29.4 
6.9 23.4 26.3 29.3 32.3 35.3 38.3 

7.9 28.8 32.4 36.1 39.8 43.5 47.2 
8.9 34.2 38.5 42.9 47.3 51.7 56.1 

 

 Refining capacity Target (Rs / sh) 
utilization (%) 78.0 88.0 98.0 108.0 118.0 128.0 
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) 3.9 (1) 39 79 118 158 198 
4.9 235 305 375 446 516 586 
5.9 471 572 672 773 873 974 
6.9 708 838 969 1,100 1,231 1,361 

7.9 944 1,105 1,266 1,427 1,588 1,749 
8.9 1,180 1,372 1,563 1,754 1,946 2,137 

 

Source: Company, YES Sec  Source: Company, YES Sec 

 

 

 

 

 

 

 

 

 

  



 

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 

 

Indian Refiners in Sweet Spot 

3

MRPL – higher earnings could reduce debt  
MRPL stands to benefit tactically from the recent surge in refining margins, driven by geopolitical 
risk premium on crude (post Israel–Iran escalation) and resilient diesel/ATF cracks. With Brent 
~67/bbl, near-term GRMs could remain elevated, supporting earnings in Q2FY26. The company 
sources over 30% of its crude requirements from Russia at a discount, thereby boosting GRMs, 
one of the highest amongst Indian refiners at a single location, though it could be lower in 
Q2FY26. The benchmark Singapore GRM and the company’s GRM are trending higher than their 
last 7-year averages, supported by stronger demand, reduced supply, and lower stocks.  

Based on our current assumptions of GRMs at USD6.5/bbl for FY26 we arrive at an EPS of 
Rs9/shr. Given debt on books and lower earnings, the dividend payout has been minimal is last 
few years. 

Sensitivity: A USD1/bbl change in GRM, EBITDA moves by Rs 11.4bn over our considered GRM 
of USD6.5/bbl for FY26. For every USD1/bbl GRM increase, the EPS increases by ~Rs4/shr. 

For MRPL, strong GRMs are expected to translate into robust profitability, which should aid in 
deleveraging the balance sheet. Of the total debt of ~Rs135bn, ~Rs75bn is working capital 
related. As earnings improve, we expect net debt reduction to accelerate, with elevated cash 
flows replacing long-term borrowings. Effectively, higher GRMs could lead to a shift from debt-
funded capital to equity-funded operations. 

Valuation: BV/share for FY26e/27e: Rs 83/94; net debt:equity at 0.7/0.6x FY26e/27e. At CMP, 
stock trades at 7x/6.1x FY26e/27e EV/EBITDA & 1.5x/1.4x P/BV. We maintain a BUY rating 
with a TP of Rs180, valuing the stock at 1.9x FY27e P/BV (an implied EV/EBITDA of 8x). 

 

MRPL Sensitivity to GRMs 

Exhibit 3: EBITDA sensitivity to GRM 
 

Exhibit 4: Target price sensitivity to GRM 
Refining capacity EBITDA (Rs bn) 

utilization (%) 85.3 95.3 105.3 115.3 125.3 135.3 
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5.8 29.9 33.4 36.9 40.4 44.0 47.5 

6.8 38.4 42.9 47.4 51.9 56.4 60.9 
7.8 46.8 52.3 57.8 63.3 68.8 74.3 
8.8 55.3 61.7 68.2 74.7 81.2 87.6 

 

 Refining capacity Target (Rs / sh) 
utilization (%) 85.3 95.3 105.3 115.3 125.3 135.3 
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4.8 40 51 63 74 86 98 
5.8 79 95 111 127 143 159 

6.8 117 138 158 180 200 220 
7.8 156 181 206 231 256 282 
8.8 195 224 254 284 313 343 

 

Source: Company, YES Sec  Source: Company, YES Sec 
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DISCLAIMER 

Investments in securities market are subject to market risks, read all the related documents carefully before investing. 

The information and opinions in this report have been prepared by YSIL and are subject to change without any notice. The 
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granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance 
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Technical analysis reports focus on studying the price movement and trading turnover charts of securities or its derivatives, 
as opposed to focussing on a company’s fundamentals and opinions, as such, may not match with reports published on a 
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YSIL, its research analysts, directors, officers, employees and associates accept no liabilities for any loss or damage of any 
kind arising out of the use of this report. This report is not directed or intended for distribution to, or use by, any person or 
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publication, availability or use would be contrary to law, regulation or which would subject YSIL and associates to any 
registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for 
sale in all jurisdictions or to certain category of investors. Persons in whose possession this document may come are required 
to inform themselves of and to observe such restriction. 

  



 

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 

 

Indian Refiners in Sweet Spot 

5

YES Securities (India) Limited distributes research and engages in other approved or allowable activities with respect to U.S. 

Institutional Investors through Rule 15a-6 under the Securities Exchange Act of 1934 (the "Exchange Act")[1] and regulations 
under an exclusive chaperone arrangement with Brasil Plural Securities LLC. The views and sentiments expressed in this 
research report and any findings thereof accurately reflect YES Securities (India) Limited analyst’s truthful views about the 
subject securities and or issuers discussed herein. YES Securities (India) Limited is not registered as a broker-dealer under the 
Securities Exchange Act of 1934, as amended (the "Exchange Act") and is not a member of the Securities Investor Protection 
Corporation ("SIPC"). Brasil Plural Securities LLC is registered as a broker-dealer under the Exchange Act and is a member of 
SIPC. For questions or additional information, please contact Gil Aikins (gil.aikins@brasilplural.com) or call +1 212 388 5600. 

This research report is the product of YES Securities (India) Limited. YES Securities (India) Limited is the employer of the 
research analyst(s), the authors of this research report. YES Securities (India) Limited is the concerned representatives 
(employees) of YES Securities (India) Limited, are responsible for the content of this research report including but not limited 
to any material conflict of interest of YES Securities (India) Limited in relation the issuer(s) or securities as listed in this research 
report. This YES Securities (India) Limited research report is distributed in the United States through Brasil Plural Securities 
LLC (BPS). The research analyst(s) preparing the research report is/are resident outside the United States (U.S.) and is/ are 
not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a 
U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise 
comply with U.S. rules or regulations regarding, among other things, communications with a subject company, public 
appearances and trading securities held by a research analyst account. As per SEC Rule 15a-6, the U.S. broker-dealer must 
accompany any third party research report it distributes with, or provide a web address that directs a recipient to, disclosure 
of any material conflict of interest that can reasonably be expected to have influenced the choice of a third-party research 
report provider or the subject company of a third-party research. 

FINRA Rules 2241 and 2242, which govern the conduct of research analysts and the content of equity and debt research 
reports, respectively, apply to all research distributed by a FINRA member firm, including research prepared by a foreign 
broker-dealer under Rule 15a-6.  

• Research reports prepared by a foreign broker-dealer and distributed by a U.S. broker-dealer are deemed to be third 
party research reports, as reports produced by a person other than a FINRA member.  

• Prior to distributing any third party research, a U.S. broker-dealer must assure that such report contains the required 
disclosures under FINRA Rule 2241(h) or 2242(g)(3), as applicable.  

This report is intended for distribution by YES Securities (India) Limited only to "Major Institutional Investors" as defined by 
Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. 
Securities and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). As per Rule 15a-6(b)(4) of the Exchange Act, 1934, 
"Major U.S. institutional investor” means a U.S. institutional investor with assets, or assets under management, in excess of 
US$100 million, or a registered investment adviser with assets under management in excess of US$100 million. If the 
recipient of this report is not a Major Institutional Investor as specified above, then it should not act upon this report and 
return the same to the sender. Further, this report may not be copied, duplicated and/or transmitted onward to any U.S. 
person or entity. Transactions in securities discussed in this research report should be effected through Brasil Plural Securities 
LLC (BPS) or another U.S. registered broker dealer/Entity as informed by YES Securities (India) Limited from time to time. 

  

 
[1] Rule 15a-6 under the Securities Exchange Act of 1934 provides conditional exemptions from broker-dealer registration 

for foreign broker-dealers that engage in certain specified activities involving U.S. investors. These activities include: 

(a) Effecting unsolicited securities transactions; 

(b) Providing research reports to major U.S. institutional investors, and effecting transactions in the subject securities 
with or for those investors; 

(c) Soliciting and effecting transactions with or for U.S. institutional investors or major U.S. institutional investors 
through a “chaperoning broker-dealer”; and 

(d)  Soliciting and effecting transactions with or for registered broker-dealers, banks3 acting in a broker or dealer 
capacity, certain international organizations, foreign persons temporarily present in the U.S., U.S. citizens resident 
abroad, and foreign branches and agencies of U.S. persons. 

In adopting Rule 15a-6, the SEC sought "to facilitate access to foreign markets by U.S. institutional investors through 
foreign broker-dealers and the research that they provide, consistent with maintaining the safeguards afforded by 
broker-dealer registration." [Rule 15a-6 Adopting Release at 54 FR 30013; see also Registration Requirements for 
Foreign Broker-Dealers, Exchange Act Release No. 25801 (June 14, 1988), 53 FR 23645 (June 23, 1988)]. 
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