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2QFY24 RESULTS REVIEW

Indian Oil Corporation
Retail fuel market share losses continue
Indian Oil Corporation's (IOCL) 2QFY24 EBITDA at INR 212 bn (vs. INR 222 bn
QoQ, INR 20 bn YoY), was above consensus of INR 173 bn but below our
estimate of INR 233 bn. PAT of INR 130 bn (INR 137bn QoQ, INR -2bn YoY)
was also above consensus of INR 103 bn but lower than our estimate of INR
147 bn. The miss on our numbers was on account of lower refining
throughput. Despite being volatile, GRM YTD has been higher than expected.
Consequently, we raise our FY24 EBITDA estimate by 3% to build in higher
GRMs while keeping FY25 estimates largely unchanged. We also introduce
FY26 estimates, a growth of 12% YoY driven by 25% refinery capacity
addition. The stock remains attractively valued and is offering a dividend
yield of 7.5%. We roll forward our valuation to 1HFY26 and maintain BUY
rating with a revised SoTP target price of INR 128 (earlier INR 124), based on
5.0x EV/EBITDA.

Reported strong GRMs

IOCL reported a total GRM of USD 18.2/bbl for the quarter (vs. USD 8.3/bbl QoQ, USD
18.5/bbl YoY). Calculated core GRM was strong at USD 16.4/bbl (vs. USD 9.1/bbl QoQ,
USD 18.5/bbl YoY). Refining utilization was low at ~102%, with a throughput of 17.7 MMT
(vs. 18.8 QoQ, 16.1 MMT YoY) due to Paradip refinery shutdown.

Petrol/ diesel market share losses continue

Our calculations suggest that the Marketing & Other segment's gross profit was INR 157 bn
(vs. INR 256 bn QoQ and INR -99 bn YoY). On a per unit level, IOCL had a gross profit of
INR 7.4/kg compared to INR 11.4/kg in the previous quarter and a loss of INR -4.8/kg in
2QFY23. The decline is due to the lowering of margins in retail for petrol and diesel, and
was largely expected. During the quarter, IOCL has further lost market share in petrol by 11
bps and in diesel by 60 bps. Over the last four years market share loss has been 48 bps in
petrol and 216 bps in diesel.

Petrochem improves driven by record throughput

Petrochemical EBIT was at INR 1.6 bn (vs. INR 0.9 bn QoQ and INR -1.3 bn YoY) because
of the highest ever throughput at 0.82 MMT (+ 12% QoQ, +53% YoY). EBITDA/kg, based on
our estimates, has improved to INR 5.0/kg (vs. INR 4.5/kg QoQ, vs. INR 1.7/kg YoY).

Forex hits profitability

IOCL's profitability took a hit of INR 8 bn on account of forex losses as the rupee depreciated
from INR 82.2 to INR 82.7 at the end of the quarter.

1H cash flow strong

The company reported operating cash flow (ex-working capital) of INR 437 bn for 1H, in line
with the EBITDA of INR 435 bn. Working capital saw a seasonal decline of INR 179 bn.
Capex intensity for 1H was very high with cash outgo of INR 180 bn compared to INR 135
bn last year. Debt/equity ratio has come down from 0.68x in the previous quarter to 0.61x at
the end of the current quarter and compares to 1.16x at the start of the year. In absolute
terms, net debt is down from INR 1.3 trn at the start of the year to INR 970 bn at the end of
the current quarter.

Investment summary

Oil prices have started cooling off post the run-up recently on account of the Israel-Hamas
war. We believe oil prices will retrace to the ~USD 80/bbl range in the near term as premium
subsides. Refining remains robust and Russian crude discounts continue to support GRMs.
LPG, though likely to slip into losses in November, remains a strong profit contributor due to
healthy margins with the huge surplus in 1HFY24 compensating for any loss in the near term.
The stock remains attractively valued at 4.0x 1HFY26 EV/EBITDA (adjusted for investments)
and is offering a dividend yield of 7.5%. Reiterate BUY with a TP of INR 128 (vs. INR 124
earlier).
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Financial snapshot
Particulars (INR mn) 2Q24 2Q23 YoY (%) 1Q24 QoQ (%) 1HFY24 1HFY23 YoY (%)

Net sales 17,97,398 20,74,854 -13.4 19,75,266 -9.0 37,72,664 43,17,381 -12.6

COGS 14,36,886 18,90,692 -24.0 16,18,728 -11.2 30,55,614 39,56,683 -22.8

% of sales 79.9 91.1 81.9 81.0 91.6

Employee cost 27,951 21,914 27.5 28,349 -1.4 56,300 46,178 21.9

% of sales 1.6 1.1 1.4 1.5 1.1

Other Expenses 1,20,389 1,41,820 -15.1 1,05,550 14.1 2,25,939 2,79,598 -19.2

% of sales 6.7 6.8 5.3 6.0 6.5

Total Exp 15,85,226 20,54,426 -22.8 17,52,627 -9.6 33,37,853 42,82,459 -22.1

EBITDA 2,12,172 20,428 N/A 2,22,639 -4.7 4,34,811 34,922 N/A

% of sales 11.8 1.0 11.3 11.5 0.8

Other Income 9,825 21,983 -55.3 6,885 42.7 16,709 28,820 -42.0

Finance Costs 18,459 14,410 28.1 16,263 13.5 34,722 31,657 9.7

Depreciation 31,829 30,438 4.6 32,522 -2.1 64,351 59,812 7.6

PBT 1,71,709 -2,437 N/A 1,80,739 -5.0 3,52,447 -27,728 N/A

PBT after exceptional 1,71,709 -2,437 N/A 1,80,739 -5.0 3,52,447 -27,728 N/A

Tax 42,025 281 N/A 43,234 -2.8 85,259 -5,086 N/A

Tax rate 24.5 -11.5 23.9 24.2 18.3

Reported Net Profit 1,29,684 -2,718 N/A 1,37,505 -5.7 2,67,188 -22,642 N/A

Adjusted Net Profit 1,29,684 -2,718 N/A 1,37,505 -5.7 2,67,188 -22,642 N/A

EPS (INR) 9.4 -0.2 N/A 10.0 -5.7 19.4 -1.6 N/A

Source: Company, Antique

Balance Sheet
Particulars (INR mn) FY23 1HFY24

Share Capital 13,772 13,772

Reserves & Surplus 1,20,986 1,47,970

Networth 1,34,758 1,61,742

Debt & other financial liabilities 1,90,989 1,59,095

Deferred Tax liabilities 14,613 15,440

Capital Employed 3,40,360 3,36,277

Net Fixed Assets 1,62,647 1,69,795

Intangible Assets 2,839 2,896

CWIP 48,991 53,416

LT Investments 47,358 51,368

Current Assets, Loans & Adv.

Inventory 1,13,853 1,14,053

Debtors 15,540 11,785

Cash & CE 10,935 11,472

Loans & advances and others 17,794 20,148

Current Liabilities & Prov.

Liabilities 69,056 87,881

Provisions 10,540 10,774

Net Current Assets 78,526 58,803

Application of Funds 3,40,360 3,36,277

Source: Company, Antique

Earnings change estimate
2024E 2025E 2026E

Earlier Current Change Earlier Current Change Earlier Current Change

EBITDA 6,42,897 6,64,673 3.4% 4,52,287 4,55,246 0.7% N/A 5,08,017 N/A

PAT 3,52,729 3,68,875 4.6% 2,00,824 2,00,936 0.1% N/A 2,23,395 N/A

GRM (USD / bbl) 7.4 10.6 43.7% 5.8 6.3 8.7% N/A 6.3 N/A

Refining throughput (MMT) 73.0 72.5 -0.7% 74.0 72.0 -2.7% N/A 89.0 N/A

Source: Company, Antique
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GRMs remain high Refining throughput drops seasonally

Source: Company, Antique Source: Company, Antique

Key products volume subdued Petchem margins improve marginally

Source: Company, Antique Source: Company, Antique

IOCL SoTP
IOCL Valuation (INR mn) Comments

Target EV/EBITDA multiple 5.00

EBITDA 4,81,632 1HFY2026E

Target EV 24,08,158

Investments Total 4,16,504 Shares Price Disc.

Petronet LNG        25,594 188 195 30%

CPCL        31,424 77 583 30%

ONGC     1,29,183 987 187 30%

GAIL        11,964 145 118 30%

Oil India        11,310 54 302 30%

Other Unlisted Investments 2,07,029 Book value

Net debt 13,43,962 1HFY2026E

CWIP 2,75,555 1HFY26E @0.75 BV

Target Mkt Cap 17,56,255

No. of shares outstanding 13,772

Target Price 128

Source: Company, Antique
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Financials

Profit and loss account (INR mn)
Year ended March 31 FY22 FY23 FY24e FY25e FY26e

Net Revenue  5,981,638  8,394,721 6,560,306  6,417,731  7,356,517

Op. Expenses  5,549,199  8,169,288  5,895,633  5,962,485  6,848,500

EBITDA  432,439  225,433  664,673  455,246  508,017

Depreciation  110,059  121,627  139,622  154,961  177,995

EBIT  322,380  103,806  525,050  300,285  330,022

Other income  43,242  62,352  42,333  42,550  43,010

Interest Exp.  48,291  69,302  75,550  74,921  75,173

Reported PBT  317,331  96,856  491,833  267,914  297,860

Tax  75,489  14,563  122,958  66,979  74,465

Reported PAT  241,842  82,293  368,875  200,936  223,395

Net Profit  241,842  82,293  368,875  200,936  223,395

Adjusted PAT  241,842  82,293  368,875  200,936  223,395

Adjusted EPS (INR)  17.6  6.0  26.8  14.6  16.2

Balance sheet (INR mn)
Year ended March 31 FY22 FY23 FY24e FY25e FY26e

Share Capital  91,810  137,715  137,715  137,715  137,715

Reserves & Surplus  1,221,053  1,209,859  1,412,098  1,522,142  1,645,004

Networth  1,312,863  1,347,574  1,549,813 1,659,857  1,782,719

Debt  1,321,986  1,515,500  1,485,500  1,490,500  1,495,500

Net deferred Tax liabilities  136,274  146,130  156,265  166,400  176,535

Capital Employed  2,771,123  3,009,204  3,191,578  3,316,757  3,454,754

Gross Fixed Assets  2,007,370  2,314,963  2,584,063  2,853,163  3,392,263

Accumulated Depreciation  (538,482)  (660,109)  (799,731)  (954,692)  (1,132,687)

Capital work in progress  444,460  489,906  494,906  499,906  234,906

Net Fixed Assets  1,913,348  2,144,760 2,279,238 2,398,377  2,494,482

Investments  577,865  575,245  575,245  575,245  575,245

Non Current Investments  500,217  473,575  473,575  473,575  473,575

Current Investments  77,648  101,670  101,670  101,670  101,670

Current Assets, Loans & Adv.  1,392,162  1,479,550  1,537,711  1,554,210  1,606,752

Inventory  1,032,060  1,138,534  1,151,954  1,159,191  1,194,828

Debtors  181,365  155,399  164,715  161,590  182,166

Cash & Bank balance  8,829  3,634  38,177  49,663  45,073

Loans & advances and others  169,908  181,983  182,866  183,767  184,685

Current Liabilities & Provisions  1,112,252  1,190,351  1,200,616  1,211,075  1,221,725

Liabilities  1,009,231  1,084,949  1,095,214  1,105,673  1,116,323

Provisions  103,021  105,402  105,402  105,402  105,402

Net Current Assets  279,910  289,199  337,095  343,135  385,027

Application of Funds  2,771,123  3,009,204  3,191,578  3,316,757  3,454,754

Per share data
Year ended March 31 FY22 FY23 FY24e FY25e FY26e

No. of shares (mn)  13,772  13,772  13,772  13,772  13,772

Diluted no. of shares (mn)  13,772  13,772  13,772  13,772  13,772

BVPS (INR) 95.33 97.85 112.54 120.53 129.45

CEPS (INR) 25.55 14.81 36.92 25.84 29.15

DPS (INR)  8.40  3.00  12.10  6.60  7.30

Source: Company, Antique

Cash flow statement (INR mn)
Year ended March 31 FY22 FY23 FY24e FY25e FY26e

PBT  317,331  96,980  491,833  267,914  297,860

Depreciation & amortization  110,059  118,594  139,622  154,961  177,995

Interest expense  38,163  69,302  75,550  74,921  75,173

(Inc)/Dec in working capital  (135,386)  (73,242)  (13,354)  5,447  (46,482)

Tax paid  (71,123)  (1,480)  (112,823)  (56,844)  (64,330)

Less: Interest/Dividend Income Received  (41,872)  (61,662)  (42,333)  (42,550)  (43,010)

Other operating Cash Flow  (5,399)  61,361  -  -  -

CF from operating activities  211,773  209,853  538,496  403,849  397,205

Capital expenditure  (237,683)  (301,882)  (274,100)  (274,100)  (274,100)

Inc/(Dec) in investments  (4,644)  (8,089)  -  -  -

Add: Interest/Dividend Income Received  41,367  57,113  42,333  42,550  43,010

CF from investing activities  (200,960)  (252,858)  (231,767)  (231,550)  (231,090)

Inc/(Dec) in debt  145,747  135,811  (30,000)  5,000  5,000

Dividend Paid  (108,960)  (33,094)  (166,636)  (90,892)  (100,532)

Others  (43,629)  (63,177)  (75,550)  (74,921)  (75,173)

CF from financing activities  (6,842)  39,540  (272,186)  (160,813)  (170,705)

Net cash flow  3,971  (3,465)  34,543  11,486  (4,590)

Opening balance  19,728  23,699  20,234  54,777  66,263

Closing balance  23,699  20,234  54,777  66,263  61,673

Growth indicators (%)
Year ended March 31 FY22 FY23 FY24e FY25e FY26e

Revenue (%) 58.2 40.3 -21.9 -2.2 14.6

EBITDA (%) 13.6 -47.9 194.8 -31.5 11.6

Adj PAT (%) 10.8 -66.0 348.2 -45.5 11.2

Adj EPS (%) 10.8 -66.0 348.2 -45.5 11.2

Valuation (x)
Year ended March 31 FY22 FY23 FY24e FY25e FY26e

P/E (x)  5.2  15.4  3.4  6.3  5.7

P/BV (x)  1.0  0.9  0.8  0.8  0.7

EV/EBITDA (x)  5.8  11.9  3.9  5.7  5.1

EV/Sales (x)  0.4  0.3  0.4  0.4  0.4

Dividend Yield (%)  9.1  3.3  13.2  7.2  7.9

Financial ratios
Year ended March 31 FY22 FY23 FY24e FY25e FY26e

RoE (%)  20.0  6.2  25.5  12.5  13.0

RoCE (%)  14.5  5.7  18.3  10.5  11.0

Asset/T.O (x)  3.0  3.6  2.6  2.4  2.6

Net Debt/Equity (x)  0.9  1.0  0.9  0.8  0.8

EBIT/Interest (x)  7.6  2.4  7.5  4.6  5.0

Margins (%)
Year ended March 31 FY22 FY23 FY24e FY25e FY26e

EBITDA Margin (%)  7.2  2.7  10.1  7.1  6.9

EBIT Margin (%)  5.4  1.2  8.0  4.7  4.5

PAT Margin (%)  4.0  1.0  5.6  3.1  3.0

Source: Company Antique
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Important Disclaimer:

This report has been prepared by Antique Stock Broking Limited (hereinafter referred to as ASBL) to provide information about the company(ies) and/sector(s), if any, covered in the report and may be distributed
by it and/or its affiliated company(ies).

ASBL is a Stock Broker having SEBI Registration No. INZ000001131  and  Depository Participant having SEBI Registration No. IN-DP-721-2022(CDSL) registered with and regulated by Securities & Exchange Board
of India. SEBI Registration Number: INH000001089 as per SEBI (Research Analysts) Regulations, 2014. CIN: U67120MH1994PLC079444.

ASBL and its affiliates are a full-service, integrated investment banking, investment management, brokerage and financing group.

This report is for personal information of the selected recipient/s and does not construe to be any investment, legal or taxation advice to you. This research report does not constitute an offer, invitation or inducement
to invest in securities or other investments and ASBL is not soliciting any action based upon it. This report is not for public distribution and has been furnished to you solely for your general information and should
not be reproduced or redistributed to any other person in any form. This report 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, investors 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.

We and our affiliates have investment banking and other business relationships with a some companies covered by our Research Department. Our research professionals may provide input into our investment banking
and other business selection processes. Investors should assume that ASBL and/or its affiliates are seeking or will seek investment banking or other business from the company or companies that are the subject of
this material and that the research professionals who were involved in preparing this material may educate investors on investments in such business. The research professionals responsible for the preparation of
this document may interact with trading desk personnel, sales personnel and other parties for the purpose of gathering, applying and interpreting information. Our research professionals are paid on the profitability
of ASBL which may include earnings from investment banking and other business.

ASBL 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, ASBL generally 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 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, and our proprietary
trading and investing businesses may make investment decisions that are inconsistent with the recommendations 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. ASBL and its affiliated company(ies), their directors and employees and their relatives may; (a) from time to time, have a long or short position
in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein. (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation
or act as a market maker in the financial instruments of the company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may have any other potential conflict of interests with
respect to any recommendation and other related information and opinions.; however the same shall have no bearing whatsoever on the specific recommendations made by the analyst(s), as the recommendations
made by the analyst(s) are completely independent of the views of the affiliates of ASBL even though there might exist an inherent conflict of interest in some of the stocks mentioned in the research report

Reports based on technical and derivative analysis center on studying charts company's price movement, outstanding positions and trading volume, as opposed to focusing on a company's fundamentals and,
as such, may not match with a report on a company's fundamental analysis. In addition ASBL has different business segments / Divisions with independent research separated by Chinese walls catering to different
set of customers having various objectives, risk profiles, investment horizon, etc, and therefore may at times have different contrary views on stocks sectors and markets.

Unauthorized disclosure, use, dissemination or copying (either whole or partial) of this information, is prohibited. The person accessing this information specifically agrees to exempt ASBL or any of its affiliates or
employees from, any and all responsibility/liability arising from such misuse and agrees not to hold ASBL or any of its affiliates or employees responsible for any such misuse and further agrees to hold ASBL or
any of its affiliates or employees free and harmless from all losses, costs, damages, expenses that may be suffered by the person accessing this information due to any errors and delays. The information contained
herein is based on publicly available data or other sources believed to be reliable. Any statements contained in this report attributed to a third party represent ASBL's interpretation of the data, information and/
or opinions provided by that third party either publicly or through a subscription service, and such use and interpretation have not been reviewed by the third party. This Report is not intended to be a complete
statement or summary of the securities, markets or developments referred to in the document. While we would endeavor to update the information herein on reasonable basis, ASBL and/or its affiliates are under
no obligation to update the information. Also there may be regulatory, compliance, or other reasons that may prevent ASBL and/or its affiliates from doing so. ASBL or any of its affiliates or employees shall not
be in any way responsible and liable for any loss or damage that may arise to any person from any inadvertent error in the information contained in this report. ASBL or any of its affiliates or employees do not
provide, at any time, any express or implied warranty of any kind, regarding any matter pertaining to this report, including without limitation the implied warranties of merchantability, fitness for a particular purpose,
and non-infringement. The recipients of this report should rely on their own investigations.

This report is intended for distribution to institutional investors. Recipients who are not institutional investors should seek advice of their independent financial advisor prior to taking any investment decision based
on this report or for any necessary explanation of its contents.

ASBL and it's associates may have managed or co-managed public offering of securities, may have received compensation for investment banking or merchant banking or brokerage services, may have received
any 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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