NB: Updating the note dated on 23 October 2024 to factor the post bonus Target.

Retail Equity Research

Reliance Industries Ltd.

Sector: Qil, Gas & Consumable Fuels
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BUY

14" November 2024

Key Changes Target v Rating Earnings v Target Rs.1,516
Stock Type  Bloomberg Code Sensex NSE Code BSE Code  Time Frame CMP Rs.1,252
Large Cap RIL:IN 80,221 RELIANCE 500325 12 Months ~ Return +21.0%

Data as of: 13-11-2024

Market Cap (Cr) 16,94,321
52 Week High — Low (Rs.) 1,609-1,163
Enterprise Value (Rs. cr) 24,00,961
Outstanding Shares (Rs cr) 1,353.2
Free Float (%) 50.0%
Dividend Yield (%) 0.4%
6m average volume (cr) 0.72
Beta 1.2
Face value (Rs) 10.0
Shareholding (%) Q4FY24 Q1FY25 Q2FY25
Promoters 50.3 50.3 50.3
FIl's 22.1 221 21.8
MFs/Insti 16.7 171 17.4
Public 9.4 9.1 9.1
Others 15 1.4 14
Total 100.0 100.0 100.0
Promoters’ pledge
Price Performance 3 Month 6 Month 1 Year
Absolute Return -12.8% -9.6% 9.2%
Absolute Sensex -1.2% 8.3% 20.6%
Relative Return -11.6% -17.8% -11.3%
*over or under performance to benchmark index
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s RELIAMCE s Sensex Rebased

Y.E March (cr) FY24A FY25E FY26E
Sales 914,472 985,693 1,034,228
Growth (%) 2.6% 7.8% 4.9%
EBITDA 178,677 177,974 200,994
EBITDA Margin (%) 19.5% 18.1% 19.4%
PAT Adjusted 69,621 71,818 87,368
Growth (%) 4.4% 3.2% 21.7%
Adjusted EPS 102.9 53.1 64.7
Growth (%) 4.4% n.m. 21.7%
P/E 28.9 23.6 19.4
P/B 25 2.0 1.8
EV/EBITDA 13.4 1.7 10.2
ROE (%) 8.8% 8.4% 9.3%
D/E 0.4 0.3 0.3

Mixed quarterly results...

Reliance Industries Ltd (RIL) manufactures petrochemicals, synthetic fibres, fibre
intermediates, textiles, blended yarn and polyester staple fibre. Its petroleum refinery
-cum-petrochemicals complex in Jamnagar, India, produces gasoline, superior kero-
sene oil and liquefied petroleum gas, among other products.

e In Q2FY25, RIL saw muted revenue growth (+0.2% YoY), driven by mixed perfor-

mances of its operating segments.

e  EBITDA margin contracted 30bps YoY to 18.8%, primarily owing to lower margin
for the oil-to-chemicals (02C) segment led by decline in product margins. As a
result, Adj. PAT declined 9.4% YoY to Rs. 16,563cr.

e |n the 02C segment, revenue grew 5.1% YoY to Rs. 155,580cr mainly due to high-
er volume and improved domestic product placements. However, unfavourable
demand-supply dynamics led to a 50% decline in transportation fuel cracks and
weakened downstream chemical deltas, resulting in a 300bps YoY decline in
EBITDA margin for the segment to 8.0%

e Digital segment reported a 16.5% YoY growth in revenue to Rs. 38,055cr, driven
by recent tariff hikes and the acceleration of home and digital services businesses.
e  Retail revenue decline a marginal 1.1% YoY due to soft demand for fashion and

lifestyle. While continuous streamlining of operations widened EBITDA margin
slightly.

Valuation

RIL’s Q2FY25 performance was impacted by mixed results across its operating segments.
However, we expect the upcoming festive season to boost demand for its retail business,
driving growth in this segment. On the digital front, recent tariff hikes and ongoing technology
advancements should strengthen Jio's customer base, supporting its growth momentum. Macro
environment disruptions require close monitoring for fuel cracks and downstream deltas for
steady performance of the 02C segment. Despite these mixed results, we have positive outlook
and retain BUY rating based on SOTP valuation with a revised target price of Rs.

1,516.

Quarterly Financials Consol.

Rs.cr Q2FY25 Q2FY24 YoY (%) Q1FY25 QoQ (%) H1FY25
Sales 235,481 234,956 0.2% 236,217 -0.3% 471,698 445,787  5.8%
EBITDA 44,156 44,867 -1.6% 42,745 3.3% 86,901 86,849 0.1%
Margin (%) 18.8% 19.1% -30bps 18.1% 70bps 18.4% 19.5%  -110bps
EBIT 31,276 32,282 -3.1% 29,149 7.3% 60,425 62,489  -3.3%
PBT 25,259 26,551 -4.9% 23,231 8.7% 48,490 50,921 -4.8%
Rep. PAT 19,323 19,878 -2.8% 17,445 10.8% 36,768 38,136  -3.6%
Adj PAT 16,563 17,394 -4.8% 15,138 9.4% 31,701 33,405  -5.1%
EPS (Rs) 245 25.7 -4.8% 224 9.4% 46.9 49.4 -5.1%
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Key highlights

o Capex for Q2FY25 was Rs. 34,022cr, which was met by cash profits. Majority of the capex was allocated towards the
02C and energy segments, while capex for Jio decreased.

e ARPU increased to Rs. 195.1/subscriber per month in Q2FY25 vs Rs. 181.7/subscriber per month in Q1FY25, driven by
tariff hikes and better subscriber mix. Although the recent tariff hikes led to some SIM consolidation and a higher churn
rate, the management expects the full impact of the hikes to reflect in the earnings over the next 2-3 quarters.

o Fuel cracks for gasoline, gasoil and jet/kero declined sharply by around 50% from the elevated levels seen in Q2FY24,
because of softer demand and disruptions in supply from Russia and other countries.

e Due to seasonal factors, polymer and polyester demand in India declined 5% and 7%, respectively in Q2FY25.
o Total throughput increased to 20.2 MMT vs 19.8 MMT in Q1FY25.

o Reliance Retail expanded its retail footprint in Q2FY25, opening 464 new stores and bringing the total count to 18,946.
The total store operated area is at 79.4 million square feet.

Revenue EBITDA
- 16.0% 8,000 30.0%
34,000 1
120% 7,000 -
28,000 26.0%
80% 6,000 .
22,000 22.0%
4% 5000
16,000 - . 1809
10,000 A0% 3000 14.0%
4,000 -20% 2,000 10.0%
O3FY23 0O4FY23 QIFY24 Q2FY24 Q3FY24 OSFY24 QIFY2S 0Q2FY25 Q3FY13 Q4FY23 QIFY24 O2FY24 Q3FY24 Q4FY24 QIFY2S Q2FY2S
mm Revenue = Growth Qo) mmmm EEITDA (cr.)  s——argin
N I N T O YT
Digital Services EV/EBIT FY26E 11,74,818
Organized Retail EV/EBIT 23x FY26E 4,96,782 367
Qil and Gas EV/EBITDA 7x FY26E 1,85,028 137
Others EV/EBIT 6x FY26E 9,767 7
Qil to Chemicals EV/EBIT 10x FY26E 539,177 398
Enterprise Value 24,05,572 1,778
Net Debt (207,132) (153)
Minority Interest (147,193) (109)
Equity Value 20,51,248 1,516
Share price 1,344
Change in Estimates
Old estimates New estimates Change (%)
Year / Rs cr FY25E FY26E FY25E FY26E FY25E FY26E
Revenue 1,009,755 1,077,350 985,693 1,034,228 -2.4% -4.0%
EBITDA 193,159 208,502 177,974 200,994 -7.9% -3.6%
Margins (%) 19.1 19.4 18.1 19.4 -100bps Obps
Adj. PAT 80,405 93,962 71,818 87,368 -10.7% -7.0%
EPS 59.4 69.5 53.1 64.7 -10.7% -7.0%
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Consolidated Financials

Profit & Loss Balance Sheet
Y.EMarch (Rscr)  FY22A FY23A FY24A  FY25E FY26E Y.E March (Rs cr) FY22A FY23A FY24A FY25E FY26E
sal 721,634 891,311 914,472 985,693 1,034,228 Gash ol 0o e 2ol G2
; :s s osem Py o o Accounts Receivable 23,640 28,448 31,628 31,542 31,544
E”BTT;r"\ge 25 6;7 s 92"0 o8 6077 s 9”74 0 9”94 Inventories 107,778 140,008 152,770 149,104 155,822
% chance as 205 619 o 1290 Other Cur. Assets 179423 188,176 188,477 190,007 191,733
D" 9 ’ 29'79”7 0 '31; 5 '83‘; 50'97’; 611 7’; Investments 286,146 117,087 152,382 157,247 162,509
SLICUELLL : : ’ ’ ’ Gross Fixed Assets 878,725 1,010,527 1,148,103 1,288,564 1,435,942
EBIT 95,800 113,617 127,845 126,996 149,821 Net Fixed Assets 500,454 570,503 606,084 697,057 796,504
Interest 14584 19,571 23118 22,913 21,810 WP 68052 117059 119502 117412 114770
Other Income 2,836 - - - 0 Intangible Assets 231,798 330,795 360,374 362,037 365,526
PBT 84,142 94,046 104,727 104,084 128,011 Def, Tax (Net) 1043 1 549 938 1032 1135
% change 51.7% 11.8%  114%  -0.6% 25.0% Other Assets 65,153 44,942 46,606 47,037 47,472
T 16,2 ] , : :
r:: Rato (%) By 42/7 2201 372/6 2;752/7 2265%20/1 3225 %E’;’ Total Assets 1499665 1,607,431 1755086 1,838,963 1,965,081
0 3 0 . 0 e 0 3 0 3 0
Reported PAT Fon T o s om gurn.arrt Liabilities 2?75;::4 z«:oé;? 221624512 3;32,855 376,458
PAT att. to common rovisions K , g ,248 2,473
shareholders 60,705 66,702 69,621 71818 87,368 Debt Funds 203,998 342,006 351,809 327,230 305,108
Adj -2,836 - - - - Other Liabilities 87,436 174090 184,993 188,166 195,356
Adj. PAT 57,869 66,702 69,621 71,818 87,368 Equity Capital 6,765 6,766 6,766 6,766 6,766
0y 0 0, [ 0, 0y
% change 33.1% 15.3% 44% 3.2% 21.7% Reserves & Surplus 772,720 709,106 786,715 852,146 931,727
No. of shares (cr 668.2 676.6 6766  *13532  1,3532
g £95 (RS (en o o g ot g Shareholder’s Fund 779,485 715872 793,481 858,912 938,493
S . . . . .
% Jc T 0.1% 289 L o o170 Minority Interest 100,499 113,009 132,307 138,552 147,193
DPS (Rs) 60 00 100 is 58 Total Liabilities 1,499,665 1,607,431 1,755,986 1,838,063 1,965,081
' BVPS 1,167 1,058 1,173 1,269 1,387
* Reliance announced 1:1 bonus share on Oct 28, 2024
CASH FLOW Ratio
Y.E March FY22A  FY23A  FY24A  FY25E  FY26E Y.E March FY22A  FY23A  FY24A  FY25E  FY26E
Netinc. + Depn. 97,642 114,407 129,852 129,041 147,181 Profitab. & Return
Non-cash adj. 12,287 20259 22,570 44636 57,998 EBITDA margin (% 17.4 17.3 19.5 18.1 19.4
j g
Other adjustments 0 0 0 0 0 EBIT margin (%) 13.3 12.7 14.0 12.9 14.5
) Net profit mgn.(%) 8.4 75 7.6 7.3 8.4
Changes in W.C 725 19,634 6366 2,993 2,649 ROE (%) s o 5 5 o3
0 . . . N .
C.F. Operation 110,654 115,032 158,788 176,670 207,828 ROCE (%) 8.1 07 100 96 108
Capital exp. -97,008  -131,802 -137,576  -140,461 -147,377 W.C & Liquidity
Change in inv. 19,047 29,444 12552 4865 5352 Receivables (days) 12.0 11.6 12.6 1.7 111
Other invest.CF 5,952 11,123 10,723 10,285 9,774 Inventory (days) 79.2 84.9 93.1 91.6 91.3
C.F - Investment  -110,103  -91,235  -114,301 -135,042 -142,955 Payables (days) 117.1 89.2 108.7 109.1 109.5
Issue of equity 40,217 519 20,922 R - Current ratio (x) 1.1 1.1 1.2 1.1 1.0
Issuefrepay debt 7,727 36,669 6,779  -24,579  -22,121 Quick ratio (x) 0.5 0.5 0.6 0.5 0.5
Dividends paid 4207 5083 6080  -6,464 7,863 (T;"'"°"°' &tL;'"g'age 0o 0 0 0 08
Otherfinance.CF 26,349  -21,650  -38258  -22,013  -21,810 ross asset 1.0 () : : : : :
) Total asset T.0 (x) 0.5 0.6 0.5 0.5 0.5
C.F - Finance 17,208 10,455  -16,646 -53,956 -51,795 i, covge, raio (X 6o 55 oo oo 6o
Chg. in cash 17,840 34252 27,841 12,328 13,079 Adj. debtlequity (x) o o) o g )
Closing cash 36,178 68,664 07,225 84897 97,976 Valuation
EV/Sales (x) 2.7 2.2 2.6 2.1 2.0
EV/EBITDA (x) 15.5 12.8 13.4 1.7 10.2
PIE (x) 27.3 23.6 28.9 23.6 19.4
P/BV (x) 2.0 22 25 20 18
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Recommendation summary (Last 3 Years) Dates Rating Target

25.Jan.24 HOLD 1,461

1,800 - 2.May.24 BUY 1,654
30.Jul.24 BUY 1,687

1,600 - 23.0ct.24 BUY 1,536

Y 14.Nov.24 BUY 1,516

1,400 a2 R 1 g

1,200 w VWW

1,000 ; ; ; ; ; ,

Nov-21 May-22 Nov-22 May-23 Nov-23 May-24 Nov-24

Source: Bloomberg, Geojit Research.

Investment Criteria

Ratings Large caps Midcaps Small Caps

Buy Upside is above 10% Upside is above 15% Upside is above 20%
Accumulate - Upside is between 10%-15% Upside is between 10%-20%
Hold Upside is between 0% - 10% Upside is between 0%-10% Upside is between 0%-10%
Reduce/sell Downside is more than 0% Downside is more than 0% Downside is more than 0%
Not rated/Neutral

Definition:

Buy: Acquire at Current Market Price (CMP), with the target mentioned in the research note; Accumulate: Partial buying or to accumulate as CMP dips in the future; Hold: Hold the
stock with the expected target mentioned in the note.; Reduce: Reduce your exposure to the stock due to limited upside.; Sell: Exit from the stock; Not rated/Neutral: The analyst has
no investment opinion on the stock.

Symbols definition:
mbols definition . st No Change v Downgrade

To satisfy regulatory requirements, we attribute ‘Accumulate’ as Buy and ‘Reduce’ as Sell.

The recommendations are based on 12 month horizon, unless otherwise specified. The investment ratings are on absolute positive/negative return basis. It is possible that due to
volatile price fluctuation in the near to medium term, there could be a temporary mismatch to rating. For reasons of valuations/ return/lack of clarity/event we may revisit rating at
appropriate time. Please note that the stock always carries the risk of being upgraded to BUY or downgraded to a HOLD, REDUCE or SELL.

Not rated/Neutral- The analyst has no investment opinion on the stock under review.

DISCLAIMER & DISCLOSURES
Certification: I, ANIL R, author of this Report, hereby certify that all the views expressed in this research report reflect our personal views about any or all of the subject issuer or securi-
ties. This report has been prepared by the Research Team of Geojit Financial Services Limited, hereinafter referred to as Geojit.

For General disclosures and disclaimer: Please Visit : https: //www.geojit.com /research-disclosures#fundamental-research

CRISIL has provided research support in preparation of this research report and the investment rational contained herein along with financial forecast. The target price and recommenda-
tion provided in the report are strictly Geojit's views and are NOT PROVIDED by CRISIL. Further, CRISIL expresses no opinion on valuation and the associated recommendations. CRISIL
has no financial liability whatsoever, to the subscribers / users of this report.

Group companies of Geojit Financial Services Limited are Geojit Technologies Private Limited (Software Solutions provider), Geojit Credits Private Limited (NBFC), Geojit Investment
Limited (financial Services Company), Geojit Techloan Private Ltd( P2P lending ) Geojit IFSC Ltd ( a company incorporated under IFSC Regulations, Qurum Business Group Geojit Securi-
ties LLC ( a joint venture in Oman engaged in Financial Services ), Barjeel Geojit Financial Services LLC (a joint venture in UAE engaged in Financial Services), Aloula Geojit Capital
Company (a joint venture in Saudi Arabia (Under Liquidation)) and BBK Geojit Business Consultancy and Information KSC (C) (a joint venture in Kuwait-engaged in Financial services ). In
the context of the SEBI Regulations on Research Analysts (2014), Geaijit affirms that we are a SEBI registered Research Entity and in the course of our business as a stock market inter-
mediary, we issue research reports /research analysis etc. that are prepared by our Research Analysts. We also affirm and undertake that no disciplinary action has been taken against
us or our Analysts in connection with our business activities.

In compliance with the above mentioned SEBI Regulations, the following additional disclosures are also provided which may be considered by the reader before making an investment
decision:

1. Disclosures regarding Ownership:

Geajit confirms that:

It/its associates have no financial interest or any other material conflict in relation to the subject company (ies) covered herein, at the time of publication of the research report

It/its associates have no actual beneficial ownership of 1% or more in relation to the subject company (ies) covered herein. at the end of the month immediately preceding the date of
publication of the research report.

Further, the Analyst confirms that:(i) He/his associates/his relatives have no other financial interest in the subject company other than holding shares in very small quantity in the subject
company at the time of publication of the research report. (ii) He, his associates and his relatives have no actual/beneficial ownership of 1% or more in the subject company covered, at
the end of the month immediately preceding the date of publication of the research report

2. Disclosures regarding Compensation:

During the past 12 months, Geajit or its Associates:

(a) Have not received any compensation from the subject company; (b) Have not managed or co-managed public offering of securities for the subject company (c) Have not received
any compensation for investment banking or merchant banking or brokerage services from the subject company. (d) Have not received any compensation for products or services other
than investment banking or merchant banking or brokerage services from the subject company (e) Have not received any compensation or other benefits from the subject company or
third party in connection with the research report (f) The subject company is / was not a client during twelve months preceding the date of distribution of the research report.

3. Disclosure by Geaijit regarding the compensation paid to its Research Analyst:

Geojit hereby confirms that no part of the compensation paid to the persons employed by it as Research Analysts is based on any specific brokerage services or transactions pertaining
to trading in securities of companies contained in the Research Reports.

4. Disclosure regarding the Research Analyst’s connection with the subject company: o

It is affirmed that I, ANIL R, Research Analyst (s) of Geojit have not served as an officer, director or employee of the subject company ANIL E'yg,':,i:'{;'gne"

5. Disclosure regarding Market Making activity: ?;;2;‘;2:'615]3-;'
Neither Geojit/its Analysts have engaged in market making activities for the subject company. o

6. “Registration granted by SEBI, membership of BASL (in case of IAs) and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to inves-
tors.”

7. standard Wamning: * INVEStMeENt in securities market are subject to market risks. Read all the related documents
carefully before investing.”

Please ensure that you have read the “Risk Disclosure Documents for Capital Market and Derivatives Segments” as prescribed by the Securities and Exchange Board of India before
investing.

Geojit Financial Services Ltd. Registered Office: 34/659-P, Civil Line Road, Padivattom, Kochi-682024, Kerala, India. Phone: +91 484-2901000, Website: www.geojit.com. For investor
queries: customercare@geojit.com. Compliance officer: Ms. Indu K. Address: Geojit Financial Services Limited, 34/659 P, Civil Lane Road, Padivattom, Kochi — 682024; Phone: +91 484-
2901367; Email: compliance@geojit.com. For grievances: Grievance Officer: Mr Nitin K; Address: Geojit Financial Services Limited,34/659 P, Civil Lane Road, Padivattom, Kochi -
682024; Phone: +91 484-2901363; Email: grievances@geojit.com. Corporate Identity Number: L67120KL1994PLC008403, SEBI Stock Broker Registration No INZ000104737, Research
Entity SEBI Reg No: INH200000345, Investment Adviser SEBI Reg No: INA200002817, Portfolio Manager: INP000003203, Depository Participant: IN-DP-325-2017, ARN Regn.Nos:0098,
IRDA Corporate Agent (Composite) No.: CA0226.
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