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GAIL (India) (¥164.40): BUY

—
Akhil Nallamuthu
bl. research bureau

The stock of GAIL (India) lost
6.3 per cent last week. It fell off
the 21- and 50-day moving
averages, both of which lie
around ¥167.

Although there was some
recovery on Friday, the stock
ended the week below the key
support at ¥169. While the price
can inch up from the current
level, probably to ¥168, we
expect the stock to eventually
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decline to ¥153 in the near
term.

So long as the barrier at ¥170
holds, the sentiment will be
bearish. So, traders can short
GAIL (India) now at ¥164.40 and
at ¥168. Place stop-loss at ¥172.

When the price slips to ¥160,
trail the stop-loss to ¥168.
Revise the stop-loss further
lower to ¥160 when the stock
touches ¥156. Book profits at
T153.

Mote: The recommendations are based
on technical analysis. There is a risk of
loss in trading
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Oil Marketers may Gain,
Producers may Drain in Q3

MIXED TRENDS Higher refining margins a key factor;
lower crude oil prices may weigh on upstream cos

Sachin Kumar

ET Intelligence Group: Oil marketing
companies (OMCs)are set todrive
earnings growth inthe oiland gas
sector in the December quarter, sup-
ported by robust refining margins,
improved fuel price spreads and easing
LPGunder-recoveries. In contrast,
upstream producers are likely to face
pressure from lower crude oil prices
while city gasdistributors (CGD)are
expected toreport healthy volumes
and improving margins.

Refining margins have emerged as the
key tailwind. Singapore Gross Refining
Margins (GRMs), which serveasa
benchmark for Indian OMCs, averaged
$7.5 per barrel in the December quarter
compared with $3.8 per barrel in the
previous quarter as diesel, gasoline and
aviation turbine fuel (ATF) prices
strengthened, according to Motilal
Oswal Financial Services. Thisis ex-
pected to offset the impact of inventory
losses due tolower crude oil prices.

Lower propane prices, akey cost
component of LPG, along with the
receipt of compensation for pastlos-
ses, are expected to ease theburden
from subsidised LPG sales. Kotak
Institutional Equities expects LPG
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compensation of 5,000 crore for
OMCs.

“OMCs’ December quarter perfor-
mance could be stronger driven by
higher GRMs and lower LPG under
recovery, along with two months of
LPG payout for pastlosses,” noted
ICICI Securitiesin areport, adding
that it expects operating profit before
depreciationand amortisation (Ebit-
da) for OMCs torise 56 % year-on-year
inthe December quarter. For Reliance
Industries, the country’s largest com-
pany by revenue and market cap, Ebit-

daisexpected torise 9-13% year-on-
year inthe December quarter.

Upstream producers ONGC and Oil
India areset toreport weaker earnings
amid lower crude oil realisations amid
global oversupply and subdued de-
mand. The average Brent crude price
fell by nearly 8% sequentially to $63.6
per barrel during the quarter, trans-
lating into a 7-8% sequential drop in
netrealisations for ONGC and Oil
India according to analyst estimates.
The Ebitda of upstream companies
may drop by 7-14% year-on-year.

The CGD segment is expected to
report stronger earnings, supported by
acombination of better volumes and
expanding margins. Ebitda for most
CGD companies is expected to grow
20-46% year-on-year, according to
brokerages. Indraprastha Gasand
Mahanagar Gas are likely to post
healthy volume growth driven by
strong CNG demand while Gujarat Gas
may see a moderation.

A key positive for the segmentisthe
expected improvement in gross mar-
gins. However, this is partly offset by
headwinds such asrupee depreciation
and higher Henry Hub gas prices. “The
benefit of lower sourcing costshas
been partly offset by two headwinds:

% year-on-year rupee depreciationin
the December quarter and sharp 52%
year-on-year rise in Henry Hub pri-
ces,” said Motilal Oswal Financial
Services inareport.
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compared with $3.8 per barrel in
the previous quarter as diesel,
gasoline and aviation turbine fuel
(ATF)prices strengthened, accor-
ding to Motilal Oswal Financial
Services. This is expected to offset
the impact of inventory losses due
tolower crude oil prices.

Lower propane prices, a key cost
component of LPG, along with the
receipt of compensation for past
losses, are expected to ease the
burden from subsidised LPG sales.
Kotak Institutional Equities ex-
pects LPG compensation of 5,000
crore for OMCs.

“OMCs’ December quarter per-
formance could be stronger driven
by higher GRMs and lower LPG
under recovery,along with two
months of LPG payout for past
losses,” noted ICICI Securitiesina
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report, adding that it expects
operating profit before deprecia-
tion and amortisation (Ebitda) for
OMCstorise 56% year-on-year in
the December quarter. For Relian-

ce Industries, the country’slargest
company by revenue and market
cap, Ebitda is expected torise
9-13% year-on-year in the
December quarter.

Upstream producers ONGC and
OilIndiaare settoreport weaker
earnings amid lower crude oil
realisations amid global oversupp-
ly and subdued demand. The av-
erage Brent crude price fell by
nearly 8% sequentially to $63.6 per
barrel during the quarter, trans-
lating into a 7-8% sequential drop
innetrealisationsfor ONGC and
Oil Indiaaccording toanalyst
estimates. The Ebitda of upstream
companies may drop by 7-14%
year-on-year.

The CGD segment is expected to
report stronger earnings, suppor-
ted by a combination of better

volumes and expanding margins.
Ebitda for most CGD companies is
expected to grow 20-46% year-on-
year, according to brokerages.
Indraprastha Gas and Mahanagar
Gas arelikely to post healthy
volume growth driven by strong
CNG demand while Gujarat Gas
may see amoderation.

A key positive for the segment is
the expected improvement in gross
margins. However, this is partly
offset by headwinds such asrupee
depreciation and higher Henry
Hub gas prices. “The benefit of
lower sourcing costs has been
partly offset by two headwinds: 6%
year-on-year rupee depreciationin
the December quarter and sharp
52% year-on-yearrise in Henry
Hub prices,” said Motilal Oswal
Financial Services inareport.
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