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Bharat Petroleum Corporation

Decent performance

We maintain ADD on Bharat Petroleum (BPCL) with a price target of INR 461,
owing to an expected recovery in demand for petroleum products and,
subsequently, refining margins. 3Q EBITDA/APAT was 2/2% higher than our
estimates owing to 7% rise in revenue, lower-than-expected opex, higher-than-
expected other income, offset by higher-than-anticipated finance cost. Total
inventory gains were INR 8bn. Forex gain stood at INR 0.8bn. Adjusting for
these, core EBITDA stood at INR 35bn (HSIE INR 30bn), +53/+178% YoY/QoQ.

® Refining: Crude throughput in 3Q stood at 7.2mmt (-13.9/+28.6%
YoY/QoQ). Utilisation at the refineries improved to 105% as demand

recovery was witnessed post un-lock. Core GRM stood at USD 1.2/bbl vs.
USD 2.2/1.5 YoY/QoQ.

® Marketing: Domestic marketing sales volume was 11.1mmt (+1/24%
YoY/QoQ). Blended gross margins stood at INR 5.6/lit (+36/8% YoY/QoQ),
but these do not seem sustainable in the near term. We expect blended gross
margins to correct to INR 4.6/4.7/lit in FY22/23E.

B Call takeaways: (1) The FY21 Capex guidance has been revised from INR
80bn to INR 90bn, out of which INR 56bn was expended in 9IMFY21. Capex
guidance for FY22 is of INR 100bn (2) BPCL added 730 retail outlets in 3Q.
(3) Net debt at the end of 3Q was INR 247bn, with a debt-equity ratio of 0.6x
in 3Q. (4) Two out of the three units of the Propylene Derivatives
Petrochemical Project at Kochi shall be commissioned by March’21, and one
unit will be commissioned in May’21. (5) The Board has declared an interim
dividend at 160% of the paid-up equity share capital i.e., INR 16/sh.

®  Change in estimates: We raise our FY21/22 EPS estimates by 170.0/11.9% to
INR 98.7/53.2 per share to account for overall performance in IMFY2],
inventory gains for 9IMFY21 and a change in crude oil price assumption.

®  Sum of the total parts-based valuation: Our price target comes to INR
461/sh (5.5x Dec-22E EV/e for the standalone refining and marketing
businesses, 6x Dec-22E EV/e for the pipeline business, and INR 146/sh for
other investments). The stock is currently trading at 7.9x on FY22E EPS.
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KEY STOCK DATA
Bloomberg code BPCL IN
No. of Shares (mn) 2,169
MCap (Rs bn) / ($ mn) 910/12,482
6m avg traded value (Rs mn) 3,814
52 Week high /low Rs 496/252

STOCK PERFORMANCE (%)

3M 6M 12M
Absolute (%) 9.5 1.0 (13.6)
Relative (%) (11.0) (33.9) (38.4)

SHAREHOLDING PATTERN (%)

INR bn Fyszci FYZZ? Q(‘f,f) F\?Z% 1(/0“2; FY19* FY20*| FY21E* FY22E* FY23E*
Net Sales 667 501 331 747 (10.7) 2,982 2,846 2219 2,484 2580
EBITDA 43 39 118 27 593 151 83| 168 116 127
APAT 32 24 348 13 1536 78 31 194 105 119
AEPS (INR) 1601 11.88 348 631 1536 397 155 987 532 603
P/E (x) 106 270 42 7.9 7.0
EV/EBITDA (x) 80 167 72 103 8.9
ROE (%) 20.7 81| 438 194  19.8
Source: Company, HSIE Research | *Consolidated

Change in estimates (Consolidated)

| PRE TR o[ PR T o[ PR T g
EBITDA (INR bn) 95 168 76.0 114 116 13 121 127 5.1
AEPS (INR/sh) 36.5 987 1700/ 476 532 11.9| 918 603  -34.3

Source: Company, HSIE Research

HSIE Research is also available on Bloomberg ERH HDF <GO> & Thomson Reuters

Sept-20 Dec-20
Promoters 52.98 52.98
FIs & Local MFs 21.42 20.92
FPIs 11.98 11.56
Public & Others 13.62 14.54
Pledged Shares 0.0 0.0
Source: BSE
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other potential conflict of interests with respect to any recommendation and other related information and opinions.
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made or any action taken on basis of this report, including but not restricted to, fluctuation in the prices of shares and bonds, changes in the currency rates,
diminution in the NAVs, reduction in the dividend or income, etc.

HSL and other group companies, its directors, associates, employees may have various positions in any of the stocks, securities and financial instruments dealt
in the report, or may make sell or purchase or other deals in these securities from time to time or may deal in other securities of the companies / organizations
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company for any other assignment in the past twelve months.

HSL or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the
date of this report for services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage
services or other advisory service in a merger or specific transaction in the normal course of business.

HSL or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with
preparation of the research report. Accordingly, neither HSL nor Research Analysts have any material conflict of interest at the time of publication of this
report. Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions. HSL may
have issued other reports that are inconsistent with and reach different conclusion from the information presented in thisreport.

Research entity has not been engaged in market making activity for the subject company. Research analyst has not served as an officer, director or employee of
the subject company. We have not received any compensation/benefits from the subject company or third party in connection with the Research Report.

HDEC securities Limited, I Think Techno Campus, Building - B, "Alpha", Office Floor 8, Near Kanjurmarg Station, Opp. Crompton Greaves, Kanjurmarg
(East), Mumbai 400 042 Phone: (022) 3075 3400 Fax: (022) 2496 5066 Compliance Officer: Binkle R. Oza Email: complianceofficer@hdfcsec.com Phone: (022)
3045 3600

HDEC Securities Limited, SEBI Reg. No.: NSE, BSE, MSEI, MCX: INZ000186937; AMFI Reg. No. ARN: 13549; PFRDA Reg. No. POP: 11092018; IRDA
Corporate Agent License No.: CA0062; SEBI Research Analyst Reg. No.. INH000002475; SEBI Investment Adviser Reg. No.: INA000011538; CIN -
U67120MH2000PLC152193

HDFC securities
Institutional Equities
Unit No. 1602, 16th Floor, Tower A, Peninsula Business Park,

Senapati Bapat Marg, Lower Parel, Mumbai - 400 013
Board: +91-22-6171-7330 www.hdfcsec.com

Page | 3


mailto:complianceofficer@hdfcsec.com
http://www.hdfcsec.com/

