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Operating margin expansion in retail and digital services was offset by weak performance in petchem business.

A mixed bag performance

In Q3FY20, Reliance Industries Ltd (RIL) reported a 2.5% YoY decline in consolidated net revenues to Rs.1,52,939 cr from
Rs.1,56,898 cr, due to sharp decline in petrochemical revenue (YoY decline of 20.2% to Rs.36909 cr) in Q3FY20. Refining
segment too reported YoY revenue decline of 7.2% to Rs.1,03,718 cr. In contrast, organised retail and digital services
continued their stellar performance and reported YoY revenue growth of 27.4% to Rs.45327 cr and 42.7% to Rs.17555 cr
respectively in Q3FY20.

RIL’s EBITDA increased by 4.7% YoY to Rs 16,841 cr from Rs 16,080 cr in the corresponding period of the previous year.
This increase was led by strong operating performance in retail (YoY EBITDA growth of 62.3% to Rs.2,727 cr) and digital
services (YoY EBITDA growth of 43.5% to Rs.5,834 cr). EBITDA margin reported YoY improvement of 81bps to 13.3%
during the quarter. PAT increased by 13.8% YoY to Rs.11,784 crore in Q3FY20 from Rs.10,352 crore in Q3FY19. The
relatively higher growth in PAT was due to higher ‘Other Income’ at Rs.3,645 cr (YoY growth of 48.2%) and a lower tax
rate at 20.9% in Q3FY20. PAT margin witnessed YoY improvement of 94bps in Q3FY20.

Core businesses restricted operating performance

RIL’s refinery margin improved QoQ to $9.2/bbl in Q3FY20 from $9.4/bbl in Q2FY20 on the back of deterioration in crack
spreads. Strong refinery output globally and new refining capacities in US & China impacted crack spreads. As a result,
the average Singapore benchmark declined to $1.7/bbl sequentially from $6.5/bbl in Q2FY20. RIL’s GRM outperformed
Singapore GRM by $7.6/bbl (against $2.9/bbl)

Petrochem revenue declined YoY by 20.2% to Rs.36,909 cr (despite 2.1% higher production to 9.9 MMT) on account of
weaker petrochem prices on the back of increased supply in US, China & South East Asia. Domestic demand for
petrochem remained healthy and offset the global weakness upto a certain extent.
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Retail / Jio performed well

Organized retail revenue increased by 27.4% YoY to Rs.45,327 cr, while the retail area expanded by 5.7 mn sq ft (from 20.6 mn
sq ft in Q3FY19 to 26.3 mn sq ft in Q3FY20). Revenue per sq ft remained flat and reported a very marginal decline from sq ft
from Rs.17,270 to Rs.17,235 in past 12 months.

Jio continued to add subscribers and reported a net addition of 14.8 mn subscribers (declined from 23.9 mn subs in Q2FY20
and 27.9 mn subs in Q3FY19) in Q3FY20, taking the total subscriber base to 370 mn. Post implementation of IUC charges
resulted elimination of 22.3 mn subscribers during the quarter, which reduced the net addition of subscribers. ARPU declined
YoY from Rs.136.3 in Q3FY19 to Rs.128.4 in Q2FY20. Saturation of market share and pricing pressure impacted ARPU.

Valuation

IMO regulations are expected to aid refining margins in short to medium term, which is expected to improve EBITDA per
formance. Debt reduction plan and diversification in retail and digital services is expected to improve financial outlook of the
company and derserves re-rating in price multiples, according to us. RIL is currently trading at FY22 forwarded P/E of 13.6x (at
FY22 EPS of Rs.115.9)



Financial Summary

Organized retail and 
digital services to drive 
revenue performance 
in coming years

EBITDA margins are 
expected to expand on 
IMO regulations

Debt reduction plan is 
expected to improve 
balance sheet health

CAPEX cycle is over 
and cash flow is 
expected to pick up

Figures are in Rs Cr Q3FY20 Q3FY19 YoY (%) Q2FY20 QoQ (%) FY19 FY20E YoY (%) FY21E YoY (%) FY22E YoY (%)

Net Sales 86,289 1,00,096 -13.8 87,137 -1.0 5,67,135 6,04,769 6.6 6,76,889 11.9 7,33,341 8.3

Raw Material Cost 63,776 74,793 -14.7 64,482 -1.1 3,94,646

RM Cost to Sales (%) 73.9 74.7 74.0

Employee Cost 1,426 1,456 -2.1 1,797 -20.6 12,488

Employee Cost to Sales (%) 1.7 1.5 2.1

Operating Expenses 8,216 9,340 -12.0 7,192 14.2 76,083

OPEX to Sales (%) 9.5 9.3 8.3

EBITDA 12,871 14,507 -11.3 13,666 -5.8 83,918 94,014 12.0 1,18,815 26.4 1,34,165 12.9

EBITDA Margin (%) 14.9 14.5 15.7 14.8 15.5 17.6 18.3

Depreciation 2,551 2,586 -1.4 2,317 10.1 20,934 22,031 5.2 26,187 18.9 29,191 11.5

Depreciation to Net Block (%) #N/A #N/A 3.9

Interest 2,520 2,405 4.8 2,723 -7.5 16,495

Interest Rate (%) #N/A #N/A 9.1

TTM Interest Coverage 4 6 4 4

Other Income 3,954 2,456 61.0 3,629 9.0 8,635

Other Income to Sales (%) 4.6 2.5 4.2 1.5

Exceptional Income / Expenses 0 0 #DIV/0! 0 #DIV/0! 0

Profit Before Tax 11,754 11,972 -1.8 12,255 -4.1 55,124 63,999 16.1 80,497 25.8 92,113 14.4

Tax Rate (%) 18.5 25.4 20.8 27.9 25.9 23.2 23.4

Profit After Tax 9,585 8,928 7.4 9,702 -1.2 39,734 47,419 19.3 61,802 30.3 70,594 14.2

PAT Margin (%) 11.1 8.9 11.1 7.0 7.8 9.1 9.6

Adjusted EPS 15.1 14.1 7.4 15.3 -1.2 66.8 74.8 12.0 97.5 30.3 111.4 14.2

Shareholder's Funds #N/A #N/A #N/A 4,18,492 #N/A 3,87,112 4,40,777 13.9 4,92,959 11.8 5,54,478 12.5

BV per share #N/A #N/A #N/A 660.2 #N/A 610.7 695.3 13.9 777.7 11.8 874.7 12.5

Net Debt #N/A #N/A #N/A 49,792 #N/A 2,85,957 2,21,289 -22.6 2,02,965 -8.3 1,74,525 -14.0 

Net Debt to Equity #N/A #N/A 0.1 0.7 0.5 0.4 0.3

Net Debt to EBITDA #N/A #N/A 2.2 3.4 2.4 1.7 1.3

Working Capital Cycle #N/A #N/A -30 

CAPEX 93,626 63,762 -31.9 52,614 -17.5 55,222 5.0

RoE #N/A #N/A 8.7 10.3 10.8 12.5 12.7

RoCE #N/A #N/A 8.5 9.4 10.9 13.3 14.4

P/E 27.2 28.4 27.7 25.2 21.1 16.2 14.2

P/B #N/A #N/A 2.4 2.6 2.3 2.0 1.8

EV/EBITDA #N/A #N/A 14.9 15.3 13.0 10.1 8.8



Segmental Performance

Figures are in Rs Cr Q4FY18 Q1FY19 Q2FY19 Q3FY19 Q4FY19 Q1FY20 Q2FY20 Q3FY20 FY15 FY16 FY17 FY18 FY19

Digital Service 8,421 9,653 10,942 12,893 13,609 14,910 16,534 17,555 23,916 46,506

Oil & Gas 746 1,432 1,322 1,182 1,069 923 790 873 11,534 7,527 5,191 5,204 5,005

Organized Retail 24,183 25,890 32,436 35,577 36,663 38,196 41,202 45,327 17,640 21,612 33,765 69,198 1,30,566

Others 3,367 2,968 5,537 5,707 7,939 10,787 9,882 4,638 10,507 11,441 11,218 12,617 22,151

Petrochemical 38,113 40,287 43,745 46,246 42,414 37,611 38,538 36,909 96,804 82,410 92,472 1,25,299 1,72,065

Refining 93,519 95,646 98,760 1,11,738 87,844 1,01,721 97,229 1,03,718 3,39,890 2,34,946 2,50,833 3,06,095 3,93,988

Net Sales 1,68,349 1,75,876 1,92,742 2,13,343 1,89,538 2,04,148 2,04,175 2,09,020 4,76,375 3,57,936 3,93,479 5,42,329 7,70,281

Digital Service 1,495 1,715 2,042 2,362 2,665 3,080 3,322 3,857 3,174 8,784

Oil & Gas -600 -447 -480 -185 -267 -249 -306 -366 3,181 378 -1,584 -1,536 -1,379 

Organized Retail 951 1,069 1,244 1,512 1,721 1,777 2,035 2,389 417 506 784 2,064 5,546

Others 836 396 314 376 144 483 399 663 958.0 1,067.0 491.0 1,636.0 1,230.0

Petrochemical 6,435 7,857 8,120 8,221 7,975 7,508 7,602 5,880 8,291 10,221 12,990 21,179 32,173

Refining 5,607 5,315 5,322 5,055 4,176 4,508 4,957 5,657 15,827 23,598 25,056 25,869 19,868

EBIT 14,724 15,905 16,562 17,341 16,414 17,107 18,009 18,080 28,674 35,770 37,737 52,386 66,222

RIL GRM ($/bbl) 11.0 10.5 9.5 8.8 8.2 8.1 9.4 9.2 8.6 10.8 11.0 11.6 9.2

Singapore GRM ($/bbl) 7.0 6.0 6.1 4.3 3.2 3.5 6.5 1.7 6.3 7.5 5.8 7.2 4.9

Europe GRM ($/bbl) 4.8 2.7 6.5 5.9 5.1 4.4 6.9 4.4 5.4 6.3 5.3 6.3 5.6

US ($/bbl) 10.6 13.9 13.3 13.0 14.2 16.7 16.2 13.8 11.1 12.1 8.7 12.8 13.6

Subsciber base (Mn) 186.6 215.3 252.3 280.1 306.7 331.3 355.2 370.0

Net subscriber addition (Mn) 26.5 28.7 37.1 27.9 26.6 24.5 23.9 14.8

ARPU (Rs) 137.1 134.5 131.7 136.3 126.2 122.0 127.5 128.4

Wireless data usage (Cr GB) 506 642 771 864 956 1,090 1,202 1,208

Per capita data usage (GB/month) 9.0 9.9 11.0 10.8 10.4 11.0 11.7 11.1

Voice on network (Cr min per day) 414 493 580 689 805 864 883 898

Per capita voice usage (min/month) 666 687 761 794 787 782 789 760

Total store count (nos) 7,573 8,533 9,146 9,900 10,415 10,644 10,901 11,316 3,043 3,245 3,616 7,573 10,415

Total area (mn sq ft) 17.7 18.6 19.5 20.6 22.0 23.0 24.5 26.3 12.5 12.8 13.5 17.7 22.0

Revenue per sq ft (Rs) 13,663 13,919 16,634 17,270 16,665 16,607 16,817 17,235 14,112 16,884 25,011 39,095 59,348

EBIT per sq ft (Rs) 537 575 638 734 782 773 831 908 334 395 581 1,166 2,521



1 year forwarded valuation band charts
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