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@ RATING: BUY

GAIL India: Sustained
outperformance

The company targets to
boost domestic gas
consumption by FY25

THE OUTLOOK FOR GAIL India
(GAIL) continues to strengthen, set-
ting the stage for asustained period
of outperformance over the next 2-3
years. Several factors contribute to
this. Growing domestic gas supplies,
LNG liguefaction capacityand expec-
tations of moderate pricing of the
same, normalisation of LPG prices
and some improvement in
petrochem segment imply earnings
from each key segment should
steadily improve over the next 2-3
years. However, there are upside risks
o our estimates, with high gassup-
ply andfavourablepricedifferentials
between US Henry Hub prices and
spot LNG could provide a tailwind to
the company’s profitability.

Recent months have witnessed a
noteworthy improvement in domes-
tic gassupplies, notably reaching 99
millionmetricstandard cubicmeters
per da.yl!mmscmd}..ﬁ.signiﬁrzmdri—
ver behind this has been RIL, con-
ributing a substantial 9 mmsemd
increaseingas outputoverthe pasté
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Ebitda [ 151,514
Ebitda % | 163
Net profit 122,561
EPS(¥) © 1846
EPS % chg y-o-y | 102.3
B/E (x) 4.9
EV/Ebitda (x) | 6.0
RoCE (Pre-tax) (%) | 19.1
RokE (%) 20.9

quarters. RIL's guidance indicatesan
additional 8-10 mmscmd increase
bythe end of FY24,

Anticipating further enhance-
ments in domestic gas supply
dynamics,especially with the upcom-
ing commencement of ONGC's KG
basinasset andthe potential formore
affordable LNG suppliesin the com-
ing years,we projecta substantial 20
mmsand improvement indomestic
gas consumption by FYZ5E This
development is peised to have a
material impact on GAILs transmis-
sion segment earnings and trading
segmentvolumes,

Recent data suggests that the
upward trajectory of LPG (propane)
prices observed over the past 2
months is likely to persist in the
medium term. This improvement
hasamaterialimplicationon GAIL—
every S50/t rise in LPG prices
improvesEbitda by ¥4. 1 billion,while
every $100 /tincrease in HDPE prices
improvespetchem Ebitdaby¥5.5 hil-
lion or so. For the LPG segment, gas
costs are expected to remain rela-
tively stable throughout FY24-25E
and increase modestly by 50.5 per
million British thermal units
(MMBtu) thereafter,
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