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Company details

Price target: Rs325

Market cap: Rs23,122 cr

52-week high/low: Rs367/258

NSE volume: (No of shares) 4.7 lakh

BSE code: 533106

NSE code: OIL

Sharekhan code: OIL

Free float: (No of shares) 25.63 cr

Price chart

Shareholding pattern

Price performance

Key points

 �  Weak domestic oil reserve profile is a cause 
of concern: Oil India Limited’s (OIL) domestic 
1P reserves base for oil and gas at 29mmt and 
77mmtoe (as on 31st March 2017), respectively, 
provides production visibility of around nine 
years for oil and ~26 years for gas at FY2017 
production rate. In our view, weak oil reserve 
profile is a cause of concern in case OIL is 
unable to convert its 2P oil reserves of 79mmt 
to 1P reserves in the coming years. Moreover, 
the 2P reserve mix in favour of gas (accounts for 
61% of overall 2P reserves of 203mtoe) is also 
unfavourable as development of gas reserves 
would be difficult in the weak domestic gas 
price environment (current gas price of $2.48/
mmbtu).  

 �  Investment in Russian assets to add Rs.11/
share to the valuation: The consortium led by 
OIL had acquired stakes in two hydrocarbon 
fields in Russia in 2016, namely Vankor (23.9% 
stake for consideration of $2 billion) and Taas 
Yuryakh (29.9% stake for consideration of $1.12 
billion). Vankor is producing field and OIL’s share 
of 2P reserves is at 153mbbls (million barrels) for 
oil and 0.25tcf (trillion cubic feet) for gas. OIL’s 
share of 2P reserves in Taas Yuryakh field is 
at 100.37mbbls for oil and 0.24tcf for gas. We 
value the Russian assets at EV/boe (barrels of 
oil equivalent) of $3.5/boe and arrive at Rs.11/
share contribution to our SoTP-based price 
target (PT) for OIL.    

 �  Outlook – Muted earnings outlook and value 
destruction from Mozambique E&P investment 
to remain an overhang: We continue to believe 
that range-bound oil prices, weak oil and gas 
production outlook (flat oil/gas production 
guidance at 3.33mmt/3bcm for FY2018), 
continued high capex plan of Rs.4,290 crore for 
FY2018 (similar to FY2017 level) and negative 
value accretion from investment in Mozambique 
E&P assets (not included in our PT), given low 
LNG prices, would remain an overhang on the 
stock in the near to medium term. Even fuel 
pricing reforms (monthly LPG and kerosene 
price hikes to eliminate the under-recoveries 
in a phased manner) are unlikely to result into 
meaningful earnings upgrade for OIL until there 
is sharp uptick in international oil prices.      
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Valuations (Standalone) Rs cr

Particulars FY2016 FY2017 FY2018E FY2019E

Net sales          9,765          9,510          9,696        10,422 

Growth (%) 0.2 -2.6 1.9 7.5

EBDITA          3,588          3,105          3,146          3,381 

EBDITA margin (%) 36.7 32.6 32.5 32.4

Adjusted PAT          2,517          2,210          2,044          2,152 

Growth (%) 0.3 -12.2 -7.5 5.3

EPS diluted (Rs)            33.3            29.2            27.0            28.4 

PE (x)              9.2            10.5            11.3            10.7 

P/BV (x)              0.7              0.8              0.8              0.8 

EV/EBITDA (x)              2.6              1.6              2.1              2.0 

EV/sales (x)              0.9              0.5              0.7              0.6 

Div Yield (%) 3.9 3.2 4.4 4.7

ROE (%) 10.8 8.2 6.9 7.1

ROCE (%) 12.2 9.9 8.5 8.8

 �  Valuation – Maintain Hold with revised PT of 
Rs.325: We maintain our FY2018 and FY2019 
earnings estimates but increase our price 
target to Rs.325 to factor: 1) Rs.11/share value 
from investment in Vankor and Taas Yuryakh 
E&P assets and 2) higher value of investments 
(higher market value for OIL’s 5% stake in Indian 
Oil Corporation and increased book value for 

unlisted investments excluding Mozambique, as 
per FY2017 annual report). We maintain our Hold 
rating on OIL, given the muted earnings outlook 
(weak oil/gas realisation and production) and 
lower RoE of 7% over FY2018E-FY2019E. At the 
CMP, the stock trades at 11.3x FY2018E EPS and 
10.7x FY2019E EPS.



Disclaimer: This document has been prepared by Sharekhan Ltd. (SHAREKHAN) and is intended for use only by the person or entity 
to which it is addressed to. This Document may contain confidential and/or privileged material and is not for any type of circulation 
and any review, retransmission, or any other use is strictly prohibited. This Document is subject to changes without prior notice. 
This document does not constitute an offer to sell or solicitation for the purchase or sale of any financial instrument or as an official 
confirmation of any transaction. Though disseminated to all customers who are due to receive the same, not all customers may 
receive this report at the same time. SHAREKHAN will not treat recipients as customers by virtue of their receiving this report. 

The information contained herein is obtained from publicly available data or other sources believed to be reliable and SHAREKHAN 
has not independently verified the accuracy and completeness of the said data and hence it should not be relied upon as such. While 
we would endeavour to update the information herein on reasonable basis, SHAREKHAN, its subsidiaries and associated companies, 
their directors and employees (“SHAREKHAN and affiliates”) are under no obligation to update or keep the information current. Also, 
there may be regulatory, compliance, or other reasons that may prevent SHAREKHAN and affiliates from doing so. This document is 
prepared for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision. Recipients 
of this report should also be aware that past performance is not necessarily a guide to future performance and value of investments 
can go down as well. The user assumes the entire risk of any use made of this information. Each recipient of this document should 
make such investigations as it deems necessary to arrive at an independent evaluation of an investment in the securities of companies 
referred to in this document (including the merits and risks involved), and should consult its own advisors to determine the merits and 
risks of such an investment. The investment discussed or views expressed may not be suitable for all investors. We do not undertake to 
advise you as to any change of our views. Affiliates of Sharekhan may have issued other reports that are inconsistent with and reach 
different conclusions from the information presented in this report. 

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any 
locality, state, country or other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation 
or which would subject SHAREKHAN and affiliates to any registration or licencing 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. 

The analyst certifies that the analyst has not dealt or traded directly or indirectly in securities of the company and that all of the views 
expressed in this document accurately reflect his or her personal views about the subject company or companies and its or their 
securities and do not necessarily reflect those of SHAREKHAN. The analyst further certifies that neither he nor his relatives has any 
direct or indirect financial interest nor have actual or beneficial ownership of 1% or more in the securities of the company nor have 
any material conflict of interest nor has served as officer, director or employee or engaged in market making activity of the company. 
Further, the analyst has also not been a part of the team which has managed or co-managed the public offerings of the company and 
no part of the analyst’s compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed 
in this document.

Either SHAREKHAN or its affiliates or its directors or employees / representatives / clients or their relatives may have position(s), make 
market, act as principal or engage in transactions of purchase or sell of securities, from time to time or may be materially interested 
in any of the securities or related securities referred to in this report and they may have used the information set forth herein before 
publication. SHAREKHAN may from time to time solicit from, or perform investment banking, or other services for, any company 
mentioned herein. Without limiting any of the foregoing, in no event shall SHAREKHAN, 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.

Compliance Officer: Ms. Namita Amod Godbole; Tel: 022-61150000; For any queries or grievances kindly email 

igc@sharekhan.com or contact: myaccount@sharekhan.com

Registered Office: Sharekhan Limited, 10th Floor, Beta Building, Lodha iThink Techno Campus, Off. JVLR, Opp. Kanjurmarg Railway 
Station, Kanjurmarg (East), Mumbai – 400042, Maharashtra. Tel: 022 - 61150000. Sharekhan Ltd.: SEBI Regn. Nos.: BSE: INB/
INF011073351 / BSE-CD; NSE: INB/INF/INE231073330 ; MSEI: INB/INF261073333 / INE261073330 ; DP: NSDL-IN-DP-NSDL-233-2003 ; 
CDSL-IN-DP-CDSL-271-2004; PMS-INP000000662 ; Mutual Fund-ARN 20669 ; Research Analyst: INH000000370; For any complaints 
email at igc@sharekhan.com ; Disclaimer: Client should read the Risk Disclosure Document issued by SEBI & relevant exchanges and 
the T & C on www.sharekhan.com ; Investment in securities market are subject to market risks, read all the related documents carefully 
before investing.

Know more about our products and services




