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Strong foothold and prospects… 

Gail (India) is India’s leading integrated natural gas company with a 

presence in gas transmission, gas trading, gas processing, LPG 

production & transmission, petrochemicals, etc. The company has a pan-

India presence, operating gas pipelines of ~11500 km with a capacity of 

~240 mmscmd. Gail also has a presence in the fast growing city gas 

distribution (CGD) business through its wholly-owned subsidiary Gail Gas 

and stakes in Indraprastha Gas, Mahanagar Gas, etc. 

Natural gas transmission, trading to remain healthy, going ahead 

Growing natural gas demand in India due to low domestic natural gas 

prices and stable LNG costs bode well for Gail’s gas transmission 

business. Gail’s strong pan-India presence and further pipeline expansion 

plan will enable the company to report a stable increase in volumes from 

100.4 mmscmd in FY17E to 106 mmscmd and 112 mmscmd for FY18E 

and FY19E, respectively. Increase in domestic gas production and higher 

demand for contractual LNG will contribute to the volume growth. 

In addition, the positive judgment by APTEL on the Gail-PNGRB tariff 

revision case provided much required relief to the company. The 

restoration of gas volumes and expected tariff revision for its major 

pipelines, including HVJ pipeline, would add to the improvement of its 

transmission business and remain important triggers for the stock. Gas 

transmission EBIT is expected to increase at 18.8% CAGR (FY16-19E) to  

| 3095.6 crore in FY19E. On the gas trading front, we expect EBIT to 

remain strong at | 1230.3 crore in FY19E. 

Petrochemicals business to report turnaround 

The petchem business reported a loss of | 806.6 crore in FY16 due to 

stabilisation costs for the new Pata plant and higher LNG costs. Currently, 

the Phase 2 unit is operating at capacity utilisation of 80%+ and is 

expected to ramp up volumes in the coming quarters. We expect 

profitability from the petchem segment to improve on account of 

stabilisation in operations, additional volumes and lower feedstock prices. 

The petchem EBIT is expected at | 803.4 crore in FY19E. 

LPG, LHC segment to continue to show good performance 

Lower prices of domestic natural gas (feedstock) for LPG, LHC business 

augur well for the segment’s profitability. Also, higher crude oil prices 

compared to last year will lead to an improvement in LPG realisations 

benefiting the LPG, LHC segment. Over the next two years, EBIT from the 

LPG, LHC segment is expected to remain strong, growing at 27% CAGR 

(FY16-19E) to | 1527.5 crore in FY19E. 

Pipeline tariff revision, petchem business, CGD growth remain key 

Gail India has received various natural gas pipeline tariff revisions from 

the Petroleum and Natural Gas Regulatory Board till date and is awaiting 

tariff revisions for pipelines including HVJ pipeline. In addition to this, gas 

volumes restoration, turnaround in the petchem business and growing 

CGD sector will be key triggers for the stock, going ahead. The EBITDA is 

expected to increase at 24% CAGR (FY16-19E) to | 8115 crore in FY19E 

due to strong EBIT performance across all business segments. We expect 

profitability to grow at 29% CAGR (FY16-19E) to | 4920.5 crore in FY19E. 

We have revised the target price using the SOTP methodology, valuing 

the core business using DCF and assigning a target multiple to the 

EBITDA of other business segments. We have a BUY recommendation on 

Gail with a revised target price of | 440/share. 

Gail (India) Ltd (GAIL) | 380 

 Rating matrix 

Rating : Buy

Target : | 440

Target Period : 12 months

Potential Upside : 16%

 

 

 What’s changed? 

Target Changed from | 401 to | 440

EPS FY17E  Changed from | 25 to | 25.4

EPS FY18E Changed from | 26.8 to | 27.5

EPS FY19E Changed from | 28.1 to | 29.1

Rating Unchanged
 

 
 

 Key financials 

| Crore FY16 FY17E FY18E FY19E

Revenues 51,914.2   47,809.8   50,887.0  53,237.7  

EBITDA 4,268.2     6,697.5     7,808.0    8,115.0    

Net Profit 2,298.9     4,301.7     4,650.9    4,920.5    

EPS (|) 13.6          25.4          27.5         29.1         

 

 

 Valuation summary 

FY16 FY17E FY18E FY19E

P/E 28.0          14.9          13.8         13.1         

Target P/E 32.4          17.3          16.0         15.1         

EV / EBITDA 16.5          10.2          8.5           8.3           

P/BV 2.1            1.9            1.7           1.6           

RoNW (%) 7.5            12.8          12.5         12.1         

RoCE (%) 7.6            13.0          15.2         14.8         

 

 

 Stock data 

Particular Amount

Market Capitalization (| Crore) 64,268.0            

Total Debt (FY16) (| Crore) 8,117.6              

Cash and Investments (FY16)  (| Crore) 1,793.8              

EV (| Crore) 70,591.8            

52 week H/L 400/265

Equity capital (| Crore) 1,268.5              

Face value (|) 10.0                   
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Financial summary 

 

Profit and loss statement  | crore 

(Year-end March) FY16 FY17E FY18E FY19E

Revenue 51,914.2 47,809.8 50,887.0 53,237.7

Growth (%) -8.5 -7.9 6.4 4.6

(Inc.) / Dec stock in trade 411.6 -313.5 0.0 0.0

Raw material Costs 3278.5 3144.0 3588.8 3712.9

Purchase of trading goods 38448.0 32184.7 32902.0 34515.6

Employee Costs 996.1 1030.6 1113.0 1202.1

Other Expenditure 4511.8 5066.6 5475.0 5692.2

Op. Expenditure 47645.9 41112.3 43078.9 45122.8

EBITDA 4,268.2 6,697.5 7,808.0 8,115.0

Growth (%) -9.1 56.9 16.6 3.9

Depreciation 1313.1 1401.2 1456.3 1456.3

EBIT 2955.2 5296.3 6351.8 6658.7

Interest 640.0 588.8 405.1 319.7

Other Income 857.7 1417.9 995.0 1005.0

PBT 3172.8 6125.4 6941.7 7344.0

Growth (%) -25.9 93.1 13.3 5.8

Tax 873.9 1823.7 2290.7 2423.5

Reported PAT 2,298.9 4,301.7 4,650.9 4,920.5

Growth (%) -24.4 87.1 8.1 5.8

EPS 13.6 25.4 27.5 29.1
 

Source: Company, ICICIdirect.com Research 

 

  Cash flow statement | crore 

(Year-end March) FY16 FY17E FY18E FY19E

Profit after Tax 2,298.9 4,301.7 4,650.9 4,920.5

Less: Dividend Paid 839.7 1,179.1 1,277.4 1,473.9

Add: Depreciation 1,313.1 1,401.2 1,456.3 1,456.3

Add: Others 738.4 150.0 150.0 150.0

Cash Profit 3,510.7 4,673.7 4,979.8 5,052.8

Increase/(Decrease) in CL -664.4 16.7 958.1 649.9

(Increase)/Decrease in CA 805.1 215.4 -274.0 -209.3

CF from Operating Activities 3651.4 4905.8 5663.8 5493.3

Purchase of Fixed Assets 1,342.7 1,995.2 3,500.0 6,449.7

(Inc)/Dec in Investments -224.4 -400.0 -400.0 -400.0

Others 0.0 0.0 0.0 0.0

CF from Investing Activities -1,567.0 -2,395.2 -3,900.0 -6,849.7

Inc/(Dec) in Loan Funds -1,438.4 -1,220.0 -2,220.0 -220.0

Inc/(Dec) in Sh. Cap. & Res. 6.1 0.0 0.0 0.0

Others 0.0 0.0 0.0 0.0

CF from financing activities -1,432.2 -1,220.0 -2,220.0 -220.0

Change in cash Eq. 652.2 1,290.6 -456.2 -1,576.4

Op. Cash and cash Eq. 1,141.7 1,793.8 3,084.5 2,628.3

Cl. Cash and cash Eq. 1,793.8 3,084.5 2,628.3 1,051.9
 

Source: Company, ICICIdirect.com Research 

 

 

 

Balance sheet | crore 

(Year-end March) FY16 FY17E FY18E FY19E

Source of Funds

Equity Capital 1,268.5 1,268.5 1,691.3 1,691.3

Preference capital 0.0 0.0 0.0 0.0

Reserves & Surplus 29,316.4 32,438.9 35,389.6 38,836.2

Shareholder's Fund 30,584.8 33,707.4 37,080.9 40,527.4

Loan Funds 8,117.6 6,897.6 4,677.6 4,457.6

Deferred Tax Liability 4,047.1 4,197.1 4,347.1 4,497.1

Minority Interest 0.0 0.0 0.0 0.0

Source of Funds 42,749.5 44,802.0 46,105.5 49,482.0

Application of Funds

Gross Block 43,377.7 44,877.7 46,377.7 47,877.7

Less: Acc. Depreciation 14,631.2 16,037.2 17,493.4 19,000.0

Net Block 28,746.5 28,840.5 28,884.2 28,877.7

Capital WIP 3,402.8 3,902.8 5,902.8 10,902.8

Total Fixed Assets 32,149.3 32,743.3 34,787.0 39,780.5

Investments 4,546.7 4,946.7 5,346.7 5,746.7

Inventories 1,744.9 1,702.8 1,812.4 1,896.1

Debtor 2,727.6 2,554.2 2,718.6 2,844.2

Cash 1,793.8 3,084.5 2,628.3 1,051.9

Loan & Advance, Other CA 10,032.0 10,032.0 10,032.0 10,032.0

Total Current assets 16,298.3 17,373.5 17,191.3 15,824.3

Current Liabilities 8,637.3 7,859.1 8,365.0 8,751.4

Provisions 1,607.5 2,402.3 2,854.5 3,118.0

Total CL and Provisions 10,244.8 10,261.4 11,219.5 11,869.4

Net Working Capital 6,053.5 7,112.0 5,971.8 3,954.9

Miscellaneous expense 0.0 0.0 0.0 0.0

Application of Funds 42,749.5 44,802.0 46,105.5 49,482.0
 

Source: Company, ICICIdirect.com Research 

 

  Key ratios 

(Year-end March) FY16 FY17E FY18E FY19E

Per share data (|)

Book Value 180.8 199.3 219.2 239.6

Cash per share 10.6 18.2 15.5 6.2

EPS 13.6 25.4 27.5 29.1

Cash EPS 21.4 33.7 36.1 37.7

DPS 5.5 6.0 6.5 7.5

Profitability & Operating Ratios

EBITDA Margin (%) 8.2 14.0 15.3 15.2

PAT Margin (%) 4.4 9.0 9.1 9.2

Fixed Asset Turnover (x) 1.6 1.5 1.5 1.3

Inventory Turnover (Days) 12.3 13.0 13.0 13.0

Debtor (Days) 19.2 19.5 19.5 19.5

Current Liabilities (Days) 60.7 60.0 60.0 60.0

Return Ratios (%)

RoE 7.5 12.8 12.5 12.1

RoCE 7.6 13.0 15.2 14.8

RoIC 8.0 14.1 16.2 15.2

Valuation Ratios (x)

PE 28.0 14.9 13.8 13.1

Price to Book Value 2.1 1.9 1.7 1.6

EV/EBITDA 16.5 10.2 8.5 8.3

EV/Sales 1.4 1.4 1.3 1.3

Leverage & Solvency Ratios

Debt to equity (x) 0.3 0.2 0.1 0.1

Interest Coverage (x) 4.6 9.0 15.7 20.8

Debt to EBITDA (x) 1.9 1.0 0.6 0.5

Current Ratio 1.6 1.7 1.5 1.3

Quick ratio 1.4 1.5 1.4 1.2
 

Source: Company, ICICIdirect.com Research 

 

 



 

 

ICICI Securities Ltd | Retail Equity Research                Page 3 

RATING RATIONALE 

ICICIdirect.com endeavours to provide objective opinions and recommendations. ICICIdirect.com assigns 

ratings to its stocks according to their notional target price vs. current market price and then categorises them 

as Strong Buy, Buy, Hold and Sell. The performance horizon is two years unless specified and the notional 

target price is defined as the analysts' valuation for a stock. 

 

Strong Buy: >15%/20% for large caps/midcaps, respectively, with high conviction; 

Buy: >10%/15% for large caps/midcaps, respectively; 

Hold: Up to +/-10%; 

Sell: -10% or more; 
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