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Key Highlights- 
 Robust revenue growth of 38% YoY to Rs. 10,745 Cr but margin pressure laed to 

PAT de growth by 4% YoY to Rs. 563 Cr. in Q2 FY19. This margin pressure is short 
term and is expected to ease once LNG prices stablized. 

 Petronet LNG has missed on margins front and reported sharp decline in EBITDA 
margins of 340bps to 8.2% due to sharp hike in LNG prices and depreciation of rupee 
against dollar.  

 Company has reported volume growth of 5% YoY to 211 TBTU at Dahej terminal and 
flat volume growth to 6 TBTU at Kochi terminal. 

 Capacity utilization at Dahej terminal remains at 110% while Kochi terminal remained 
under utilized at 10% due to no off take from one major client FACT. 

Q2 FY19 result update: 
A sharp jump in the spot LNG prices and depreciation of rupee against dollar has exerted 
pressure on the margins of the company. Despite revenue growth of 38% YoY to Rs. 
10,745 Cr, company has reported PAT de growth of 4% to Rs. 563 Cr in Q2 FY19. In the 
last quarter, spot LNG prices has increased by around 24% to Rs. 748/ MMBTU where 
as the company has increased the realization by around 15% on sequential basis. These 
margins are expected to stabilize once fluctuation in spot LNG prices is normalized. 
Capacity utilization at Dahej terminal stands at 112% and Kochi at 10%. Capacity 
utilization at Kochi terminal remain subdued in last quarter due to no off-take from one 
client which was partially offset by the BPCL’s Kochi refinery and is taking around 2 
MMSCMD gas from Petronet Kochi terminal.  

View: 
Recent spurt in LNG prices put pressure on margins. Generally,Petronet LNG takes one-
two quarters to pass on the cost hike on its customers. Since the price of spot LNG has 
increased significantly in the last few months, margins of the company has came under 
pressure and expected to remain at the current level for the next one-two quarters, 
thereafter margins are expected to rise gradually. On the volume front, attractiveness of 
gas is increasing every year due to its economic feasibility and encironment friendly 
nature. To cater this demand, company is expanding its Dahej capacity from 15 MTPA to 
17.5 MTPA by March 2019. For the additional capacities off take orders from existing 
clients have already signed. We expect volume to grow in the range of 9-11% in FY19 
and FY20. Hence, we remain optimistic on this stock in the long run and expect revenue 
and PAT grow at 22% and 12% CAGR over FY18-20 respectively. 

We value PETRONET at 16x FY20e EPS and maintain our previous target price of 
Rs.286 and recommend BUY. 
Key Risks to our rating and target 
 Weakness of rupee against dollar will make import of LNG costlier for the company 
 Any delay in supply of Gorgon Volume will lead to lower capacity utilization 
   
 

 



2Q FY 19  

Results below expectation

Financials 2QFY18 3QFY18 4QFY18 1QFY19 2QFY19 YoY % QoQ% FY17 FY18 YoY %

Net Sales 7770 7757 8636 9169 10745 38.3% 17.2% 24616 30598.6 24.3%

Other Income 102 41 103 99 111 9.4% 12.6% 347 317 -8.4%

COGS 6743 6756 7645 8084 9695 43.8% 19.9% 21416.9 26690.2 24.6%

Gross Margin 13% 13% 11% 12% 10% -3.4% -2.1% 13% 13% -0.2%

Employee Cost 19 20 25 22 43 121.6% 91.6% 74 91 23.5%

Other Expenses 109 134 144 128 124 13.0% -3.4% 533 505 -5.3%

EBITDA 899 847 822 934 884 -1.7% -5.4% 2592 3312 27.8%

EBITDA% 12% 11% 10% 10% 8% -3.3% -2.0% 11% 11% 0.3%

Depreciation 104 104 101 102 104 -0.2% 1.4% 369 412 11.5%

EBIT 795 743 721 832 780 -2% -6.3% 2223 2901 30.5%

Interest 46 37 33 30 25 -46.4% -17.0% 210 163 -0.223

PBT 850 748 791 901 867 1.9% -3.8% 2360 3055 29%

Exceptional 

Item

             -                -                -                -                -   

Tax 262 219 268 314 304 16.1% -3.4% 655 977 49%

PAT 589 529 523 587 563 -4.4% -4.1% 1706 2078 22%

PAT Margin 8% 7% 6% 6% 5% -2.3% -1.2% 7% 7% 0%

Missed Margins

Narnolia Financial Advisors Ltd.

PETRONET

Volume growth- 
We expect volume growth of approx 11% in FY19. Increasing demand from the fertilizer and 
power plants, ban of pet coke in certain areas of our country, expanding network of city gas 
distribution companies, government's focus on clean energy and higher off take from BPCL 
Kochi terminal will be the key growth trigger for the company going ahead.  

 
Kochi Terminal utilization- 
BPCL Kochi refinery is now stablised and management is optimistic that this will improve the 
volume offtake of the Kochi terminal going ahead.  BPCL’s Kochi refinery ramp-up has been 
completed but Fertilisers and Chemicals Travancore Limited (FACT) is taking lower gas volume 
which is expected to resume in next few months. We expect Kochi terminal to clock throughput 
of 52 TBTU in FY19e. 
 
Kochi pipeline  
The pipleline laying for connecting Kochi terminal to Mangalore is underway and is expected to 
be completed by Feb 2019. It is expected to add volume by 1 MMT in Kochi terminal. This 
pipeline will take 18-24 months for completion, after which the utilization at Kochi can increase 
to 40-50%. 
 
Management highlights: 
 Dahej terminal is operating at capacity utilization at 110% which leaves no further scope for 

volume growth untill new capacity comes.Expansion of this terminal from 15 MTPA to 17.5 
MTPA is going three months ahead of schedule. Expected to be completed by March 2019. 
All contracts for this terminal are signed. 

 Gail is completing Kochi-Manglore pipeline. Gail has extended its completion timeline by two 
months and now expected to be completed in Feb 2019. Till then volume offtake at Kochi 
expectedto remain low. 

 Bangladesh project update: Bangladesh government has asked for final agreement 
regarding terminal usage terminal service agreements.Petronet is in the process of 
submitting these agreements. Deal is expected to be finalized in one year.This project is of 
7.5 MTPA capacity at a planned investment of 1 Million dollar(Rs. 7000 Cr). This project is 
likely to take 3 years to complete. 

 Sri Lanka Project update:Economic and technical feasibility studies are going on by the Sri 
Lanaka Government. Deal signing may take 12-18 months. After deal signing project 
construction may take another two years and size of size project could be 2.5 MTPA. 

 Proposal for use of gas in heavy duty vehicles could be a major positive for the company in 
coming years. 

 Going forward compnay does not see any threat from increasing LNG prices. 
 D/E equity ratios is expected to be around 30:70 in coming years. 
 Employee cost has increased in Q2 FY19 due to one time provision of Rs. 21 Cr. and 

inreased pay revision. Effect of pay revision is likely to be around 2-3 Cr in every quarter. 
 
 
 
 



Exhibit: Dahej Volume Trend Exhibit: Kochi Volume Trend

Exhibit: Revenue and Revenue growth YoY Exhibit: PAT and PAT growth YoY

Exhibit: EBITDA and EBITDA margin Exhibit: Return Ratios

Kochi terminal has remian under utilized at 10% of

utilization level due to no offtake from one of its old client

Short term margin pressure has restrained PAT growth in

the last quarter Q2 FY19

PETRONET

Dahej terminal remain at its optimum capacity utilization

level of 110% in Q2 FY19

Narnolia Financial Advisors Ltd.

EBITDA margin declines due to the sharp spurt in the spot 

LNG prices

Healthy return ratios on the back of gradual volume growth

with almost stable margins

Revenue increases on account of higher realization led by 

the hike in LNG prices
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Balance Sheet

Y/E March FY13 FY14 FY15 FY16 FY17 FY18 FY19E FY20E

750 750 750 750 750 1500 1500 1500

3700 4236 5132 5864 7344 8220 8753 9890

4450 4986 5882 6614 8094 9720 10253 11390

2718 2896 2569 2233 1450 733 679 624

7168 7634 8450 8847 9544 10454 10932 12014

6688 7145 7689 8361 8472 8250 8347 8191

140 90 0 0 0 0 0 0

0 0 303 98 95 80 80 80

6946 7487 8381 8840 8926 8627 8724 8567

1037 956 883 246 541 491 687 739

1690 2016 1343 989 1211 1651 2308 2485

1269 1233 356 2177 321 855 710 1584

3 14 75 35 25 55 77 82

4137 4426 2769 3586 4903 7027 8148 9648

2297 1887 321 772 945 1570 1993 2146

227 269 9 10 9 12 0 0

997 1017 275 233 268 447 428 461

3521 3173 1302 1585 2163 2860 3414 3675

617 1252 1467 2001 2740 4167 4734 5973

11083 11913 11150 12426 13829 15654 16872 18215

Income Statement

Y/E March FY13 FY14 FY15 FY16 FY17 FY18 FY19E FY20E

31467.4 37747.6 39627 27133.4 24616 30598.6 42794.4 46065.2

39% 20% 5% -32% -9% 24% 40% 8%

88.7 83.75 156.43 173.34 346.64 317.4 333.415 416.769

1937 1498 1518 1586 2592 3312 3775 4075

6% -23% 1% 5% 63% 28% 14% 8%

6% 4% 4% 6% 11% 11% 9% 9%

187 308 329 322 369 412 402 407

1750 1190 1189 1265 2223 2901 3372 3668

118 220 308 239 210 163 109 112

89 84 156 173 347 317 333 417

1720 1055 1037 1199 2360 3055 3597 3973

             -                -                -   0              -   0              -                -   

571 343 132 286 655 977 1259 1392

0 0 0 0 0 0 0 0

1149 712 905 913 1706 2078 2338 2581

1149 712 905 913 1706 2078 2338 2581

9% -38% 27% 1% 87% 22% 13% 10%

4% 2% 2% 3% 7% 7% 5% 6%

  Change (%)

  Margin(%)

Reported PAT

Adjusted PAT

Financial Details

Int. & other fin. Cost

Other Income

EBT

Exp Item

Tax

EBITDA

  Change (%)

  Margin (%)

Depr & Amor.

EBIT

Revenue from Operation

Other Income

Curr Liabilities

Net Current Assets

Total Assets

Minority Int & P/L share of Ass.

Current Assets

Creditors

Provisions

Other Current Liabilities

  Change (%)

Narnolia Financial Advisors Ltd.

PETRONET

Share Capital

Reserves

Networth

Debt

Total Capital Employed

Net Fixed Assets (incl CWIP)

Non Current Investments

Other Non Current Assets

Non Current Assets

Inventory

Debtors

Cash & Bank

Other Current Assets



Key Ratios 

Y/E March FY13 FY14 FY15 FY16 FY17 FY18 FY19E FY20E

26% 14% 15% 14% 21% 21% 23% 23%

24% 16% 14% 14% 23% 28% 31% 31%

           2.8            3.2            3.6            2.2            1.8            2.0            2.5            2.5 

            20             19             12             13             18             20             20             20 

            12               9               8               3               8               6               6               6 

            27             18               3             10             14             19             17             17 

        14.8            5.4            3.9            5.3         10.6         17.8         31.0         32.6 

              9             14             14             21             18             18             14             12 

           2.3            2.1            2.2            2.8            3.7            3.7            3.1            2.8 

              6               8             10             12             12             11               9               8 

        12.2            6.4            6.0         16.0         10.2         18.8         12.1         16.6 

3.7% 3.6% 2.9% 2.0% 1.2% 1.0% 1.2% 1.2%

Cash Flow Statement

Y/E March FY13 FY14 FY15 FY16 FY17 FY18 FY19E FY20E

PBT 1720 1055 1037 1199 2360 3055 3597 3973

(inc)/Dec in Working Capital 404 -353 -443 1934 -327 295 -764 -365

Non Cash Op Exp 187 308 329 322 369 412 402 407

Int Paid (+) -41 -43 -50 -25 -19 -10 0 0

Tax Paid -539 -193 -220 -200 -378 -697 -1259 -1392

others 93 189 247 144 62 -59 345 112

CF from Op. Activities 1823 964 901 3374 2068 2996 2322 2735

(inc)/Dec in FA & CWIP -23 -864 -51 -972 -546 -175 -500 -250

Free Cashflow 1800 99 849 2402 1521 2820 1822 2485

(Pur)/Sale of Inv 0 0 50 94 -2574 -951 0 0

others -745 62 -715 25 -54 -1 0 0

CF from Inv. Activities -769 -803 -717 -854 -3175 -1127 -500 -250

inc/(dec) in NW

inc/(dec) in Debt -242 205 -619 -280 -313 -705 -54 -54

Int. Paid -310 -182 -263 -239 -210 -178 -109 -112

Div Paid (inc tax) -218 -219 -175 -181 -226 -451 -1805 -1444

others 0 0 0 0 0 0 0 0

CF from Fin. Activities -770 -197 -1058 -699 -748 -1335 -1968 -1611

Inc(Dec) in Cash 285 -36 -874 1821 -1856 534 -146 874

Add: Opening Balance 984 1269 1231 356 2177 321 863 716

Closing Balance 1269 1233 358 2177 321 855 716 1590

ROE

Financial Details

Narnolia Financial Advisors Ltd.

PETRONET

ROCE

Asset Turnover 

Debtor Days

Inv Days

Payable Days

Int Coverage

P/E

Price / Book Value

EV/EBITDA

FCF per Share

Div Yield
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