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We expect 1QFY19 EBITDA for Reliance to grow 45% yoy (+2%
qoq) with petchem growth more than offsetting slight decline in
refining margins. We believe investors will continue to get surprised
by the stability of new and improved chemical business earnings
even amid rising oil prices and lower polyethylene spreads, while
volumes will also grow qoq due to ramp-up of the new projects. On
refining, while margins may sequentially decline (but still well ahead
of benchmark and peers), we believe stage is set for margin
expansion in subsequent quarters driven by: (1) ramp-up of petcoke
gasification project boosting GRMs by c.$2/bbl with full impact likely
in 4QFY19 (1QCY19) and (2) IMO 2020 sulphur regulations to drive
GRMs higher starting 2QFY20 (3QCY19) with peak GRM potential
of US$18-19/bbl (+$5/bbl) in CY2020. We see 31% upside to our
12-month SOTP-based target price.

Exhibit 1: We see 31% upside to our SOTP-based TP of
Rs1,340
RIL SOTP

EBITDA Multiple EV Per share EV
Rs bn x Rs bn Rs %

Chemicals 366 8.0 2,930 453 26%
Refining & Marketing 424 8.0 3,395 525 30%
E&P 511 79 4%
Treasury stock 526 81 5%
Organized Retail 1,089 168 10%
Telecom (Jio) 2,916 451 26%
Total 11,367 1,759
Net debt 1,747 270
Implied equity value 9,620 1,489
Conglomerate Discount(10%) 149
FY20E based SOTP valuation 1,340

Source: Goldman Sachs Global Investment Research
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Our expectations for key earnings segments
Refining: We expect 1QFY19 GRM of US$10/bbl, a sequential decline by US$1/bbl.
Margin decline will be driven by lower margins for light distillates in the quarter and
higher oil price impacting petcoke margins. We expect GRM to improve in 2HFY19 with
ramp-up of petcoke gasification project.

Petchem: We expect petchem EBITDA to grow by 6% qoq mainly driven by improving
margins for PP and polyester chains more than offsetting weakness in PE margins.
Reliance diversified feedstock mix (off gas, naphtha and imported ethane) provides
further insulation from decline in PE margins.

Jio: We expect 4Q Jio revenues of Rs 72 bn (up 1% qoq) with subscriber of 210 mn
(+13% qoq) and ARPU of Rs 121 (-12% qoq). We expect ARPU to come down qoq
driven by price cuts and lack of prime ARPU of existing customer base. Our discussions
with investors suggest three key focus areas for Jio in 4Q will be (1) direction of pricing
action for the smartphone tariffs, (2) future capex program and (3) launch of FTTH
business.

Valuation: We continue to value RIL on an SOTP basis. We use EV/EBITDA to value the
core refining and petchem business, and we use DCF to value the high-growth telecom
and retail business. Refining, petrochemical and telecom are the key drivers of our
valuation, accounting for c.80% of EV. We tweak our 12-month FY20 SOTP based TP on
changes in FY20 earnings. We see 31% upside to our TP of Rs1,340 (previously
Rs1,345). We tweak RIL GDR TP from US$41.73 to US$41.57.

We update our FY19-21E EPS by -4.4%/-0.2%/-0.2% mainly on lower GRMs for FY19.
Our FY19/20/21 EPS estimates move to Rs70.99/90.46/108.35 from
Rs74.27/90.61/108.57. 

Key risk: Key risks include lower-than-expected refining/chemical margins,
lower-than-expected ARPU, project delays and higher future capex.

Exhibit 2: We expect petchem growth to be partially offset by GRM weakness in 1QFY19
RIL quarterly EBITDA, Rs bn

1QFY18 2QFY18 3QFY18 4QFY18 1QFY19E QOQ YOY
Refining 74 77 72 67 63 -5% -15%
Chemical 50 60 70 77 82 6% 62%
Retail 4 5 6 11 9 -16% 119%
Telecom 0 14 26 27 27 1% NM
Others -3 0 1 3 7 NM NM
Total 126 156 176 185 188 2% 50%

Source: Company data, Goldman Sachs Global Investment Research
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Exhibit 3: Benefit from petcoke gasification improve with higher oil
and lower coke prices
Sensitivity of petcoke gasification benefits

Exhibit 4: We expect RIL GRM to rise meaningfully in FY21, driven
by higher distillate cracks and rising discount for heavier crudes
RIL GRM derivation

$1.7 $70 $80 $90 $100 $110

$40 $0.9 $0.7 $0.6 $0.4 $0.3

$50 $1.4 $1.2 $1.0 $0.9 $0.7

$60 $1.8 $1.7 $1.5 $1.4 $1.2

$70 $2.3 $2.2 $2.0 $1.9 $1.7

$80 $2.8 $2.6 $2.5 $2.3 $2.2

Petcoke price (US$/bbl)

O
il 

(U
S$

/b
bl

)

RIL FY18 FY21

Naphtha 16% $0 ($0)
Gasoline 20% $15 $17
Diesel/Jet 46% $13 $20
LPG 5% ($15) ($15)
Petcoke 5% ($34) ($34)
FO 0% ($5) ($25)
Aromatic 8% $30 $34

Margin $9.2 $12.8
Fuel and loss ($1.1) ($1.4)
Crude benefits $3.5 $5.5
Petcoke gassification $1.5
GRM $11.5 $18.5

Source: Goldman Sachs Global Investment Research Source: Company data, Goldman Sachs Global Investment Research

Exhibit 5: RIL’s new chemical portfolio appears highly stable
Chemical EBITDA backtested, US$ bn (Current chemical portfolio under
previous year prices/margins)

Exhibit 6: RIL’s chemical feedstock flexibility and diversity is
expected to improve
Feedstock mix (70% feed supplied from RIL’s own refinery)
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Source: Goldman Sachs Global Investment Research Source: Company data, Goldman Sachs Global Investment Research

Exhibit 7: Stability of core earnings is not reflected in valuations in
our view
FY20 EV/EBITDA

Exhibit 8: We expect RIL’s EBITDA to double by FY21
RIL EBITDA by segment (US$ bn)
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Source: Goldman Sachs Global Investment Research Source: Company data, Goldman Sachs Global Investment Research
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Reg AC
We, Nikhil Bhandari and Vinit Joshi, hereby certify that all of the views expressed in this report accurately reflect our personal views about the subject
company or companies and its or their securities. We also certify that no part of our compensation was, is or will be, directly or indirectly, related to the
specific recommendations or views expressed in this report.

Unless otherwise stated, the individuals listed on the cover page of this report are analysts in Goldman Sachs’ Global Investment Research division.

GS Factor Profile
The Goldman Sachs Factor Profile provides investment context for a stock by comparing key attributes to the market (i.e. our coverage universe) and its
sector peers. The four key attributes depicted are: Growth, Financial Returns, Multiple (e.g. valuation) and Integrated (a composite of Growth, Financial
Returns and Multiple). Growth, Financial Returns and Multiple are calculated by using normalized ranks for specific metrics for each stock. The
normalized ranks for the metrics are then averaged and converted into percentiles for the relevant attribute. The precise calculation of each metric may
vary depending on the fiscal year, industry and region, but the standard approach is as follows:

Growth is based on a stock’s forward-looking sales growth, EBITDA growth and EPS growth (for financial stocks, only EPS and sales growth), with a
higher percentile indicating a higher growth company. Financial Returns is based on a stock’s forward-looking ROE, ROCE and CROCI (for financial
stocks, only ROE), with a higher percentile indicating a company with higher financial returns. Multiple is based on a stock’s forward-looking P/E, P/B,
price/dividend (P/D), EV/EBITDA, EV/FCF and EV/Debt Adjusted Cash Flow (DACF) (for financial stocks, only P/E, P/B and P/D), with a higher percentile
indicating a stock trading at a higher multiple. The Integrated percentile is calculated as the average of the Growth percentile, Financial Returns
percentile and (100% - Multiple percentile).

Financial Returns and Multiple use the Goldman Sachs analyst forecasts at the fiscal year-end at least three quarters in the future. Growth uses inputs
for the fiscal year at least seven quarters in the future compared with the year at least three quarters in the future (on a per-share basis for all metrics).

For a more detailed description of how we calculate the GS Factor Profile, please contact your GS representative. 

M&A Rank
Across our global coverage, we examine stocks using an M&A framework, considering both qualitative factors and quantitative factors (which may vary
across sectors and regions) to incorporate the potential that certain companies could be acquired. We then assign a M&A rank as a means of scoring
companies under our rated coverage from 1 to 3, with 1 representing high (30%-50%) probability of the company becoming an acquisition target, 2
representing medium (15%-30%) probability and 3 representing low (0%-15%) probability. For companies ranked 1 or 2, in line with our standard
departmental guidelines we incorporate an M&A component into our target price. M&A rank of 3 is considered immaterial and therefore does not
factor into our price target, and may or may not be discussed in research.

Quantum
Quantum is Goldman Sachs’ proprietary database providing access to detailed financial statement histories, forecasts and ratios. It can be used for
in-depth analysis of a single company, or to make comparisons between companies in different sectors and markets. 

GS SUSTAIN
GS SUSTAIN is a global investment strategy focused on the generation of long-term alpha through identifying high quality industry leaders. The GS
SUSTAIN 50 list includes leaders we believe to be well positioned to deliver long-term outperformance through superior returns on capital, sustainable
competitive advantage and effective management of ESG risks vs. global industry peers. Candidates are selected largely on a combination of
quantifiable analysis of these three aspects of corporate performance.
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The following disclosures relate to relationships between The Goldman Sachs Group, Inc. (with its affiliates, “Goldman Sachs”) and companies covered
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Distribution of ratings/investment banking relationships
Goldman Sachs Investment Research global Equity coverage universe

As of April 1, 2018, Goldman Sachs Global Investment Research had investment ratings on 2,896 equity securities. Goldman Sachs assigns stocks as
Buys and Sells on various regional Investment Lists; stocks not so assigned are deemed Neutral. Such assignments equate to Buy, Hold and Sell for
the purposes of the above disclosure required by the FINRA Rules. See ‘Ratings, Coverage groups and views and related definitions’ below. The
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Goldman Sachs conducts a global full-service, integrated investment banking, investment management, and brokerage business. We have investment
banking and other business relationships with a substantial percentage of the companies covered by our Global Investment Research Division.
Goldman Sachs & Co. LLC, the United States broker dealer, is a member of SIPC (http://www.sipc.org). 
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trading strategies are distinct from and do not affect the analyst’s fundamental equity rating for such stocks, which rating reflects a stock’s return
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