Reliance Industries - BUY

28 April 2020

JioMart launched operations in select locations over the weekend;
the service offering includes ordering grocery through WhatsApp
(Facebook’s most popular messenger application in India). We
found the ordering process easy; no separate app is needed. Over
the next few quarters, service offerings should see refinement
(expansion in SKUs, promotional activity etc), to increase traction.
The unit economics of the revenue model hold the key, as RIL’s
cash-cow O2C business faces pressure due to Covid-19 disruption.

JioMart selectively commences operations: Just after signing a
binding agreement to induct Facebook as its strategic partner in Jio
Platforms, JioMart has selectively commenced operations (in Thane, and
suburban areas) amid the lockdown. JioMart, as of now, deals with
grocery shopping; the service integrates order placement through
Whatsapp (owned by Facebook), while order fulfilment is through the
nearest vendor tied up with JioMart. Consumers do not need to download
any separate app for placing the order (refer exhibit overleaf).

Our JioMart experience — Smooth and swift: The SKUs offered at
present seem limited to standard brands of grocery, F&B items etc,
although some local brands are also on the list. In our view, the SKU list
could see significant expansion once the lockdown ends. If one’s purchase
list is firmed up, the actual ordering is smooth & fast experience. Once
order is confirmed, the vendor is assigned along with the invoice details.
The vendor offered home delivery vs pick up mentioned initially; The
JioMart rider was dressed in uniform, with a facemask and gloves.

Benefits likely from FY22: A lot of changes are likely in the JioMart
model, such as -1) expansion of SKUs, 2) online payment option, 3) home
delivery, 4) finer pricing/promotional deals etc, which could help gain
critical customer mass. As such, FY21lii would be the year to test the
robustness of the revenue model and take cognizance of customer
feedback; tangible benefits could be expected only from FY22ii. R-Retail
currently accounts for 11% of RIL’s consol Ebitda, but has ~20% share in
the EV. The market remains competitive and investors would keenly
observe the economics of this model, at a time when RIL’s cash-cow O2C
business is under pressure. RIL is our top pick in the sector, given rising
share of B2C businesses (JIO, Retail) which can help offset weakness in
0O2C business.

Harshvardhan Dole | harsh.dole@iiflcap.com
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Company update

CMP Rs1417 | Price performance (%)
12-mth TP (Rs) 1710 (21%) M 3m i\
Market cap (Ussm) 117'515 Absolute (RS) 50.2 (68) 2.0
Enterprise value(US$m) 144,858 Absolute (USS) 495 (13.1) (6.3)
Rel. to Sensex 32.8 17.9 21.8
Bloomberg RIL IN
Cagr (%) 3yrs 5yrs
Sector Oil & Gas EPS 16.3 11.8
Shareholding pattern (%) Stock performance

Promoters 50.1 Vol('000, LHS) e Price (Rs., RHS)
Pledged (as % of promoter share) 0.0 200,000 2,000
Flls 23.1

150,000 1,500

Dlls 11.9

100,000 1,000
52Wk High/Low (Rs) 1618/876
50,000 - 500
Shares o/s (m) 6339

Daily volume (USS m) 320.0 R
Dividend yield FY21ii (%) 0.7 Iieggatiugoal
Free float (%) 50.0 ToSfeessgo0es
Financial summary (Rs bn)

/e 31 Mar, Consolidated FY18A FY19A FY20ii FY21ii FY22ii
Revenues (Rs bn) 3,917 5,671 7,831 8,685 9,281
Ebitda margins (%) 16.4 14.8 10.7 12.2 13.1
Pre-exceptional PAT (Rs bn) 350 396 425 561 632
Reported PAT (Rs bn) 361 396 425 561 632
Pre-exceptional EPS (Rs) 55.2 62.5 67.1 88.6 99.7
Growth (%) 17.0 13.1 7.4 32.0 12.6
IIFL vs consensus (%) (4.8) 9.5 (5.5)
PER (x) 25.7 22.7 21.1 16.0 14.2
ROE (%) 12.6 11.6 10.5 12.5 12.6
Net debt/equity (x) 0.7 0.7 0.6 0.5 0.5
EV/Ebitda (x) 16.4 13.2 13.2 10.1 8.8
Price/book (x) 3.1 2.3 2.1 1.9 1.7
OCF/Ebitda (x) 1.1 0.5 0.8 0.8 0.6

Source: Company, IIFL Research. Priced as on 24 April 2020
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Figure 1: Ordering process is easy; no separate app is needed Figure 3: Vendor offered home delivery vs pick up mentioned initially
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Welcome to JioMart

Please provide your address to place

Wha_tsApp Order Booking order
Service. Your Order has been
We are currently serving SUCCESSfU”y placed with:

selected localities in Navi
Mumbai, Thane and Kalyan.

Orders placed by 7pm Sot7it 1 Shr@@ji DryfrUitS Sweet And

evEytiag wil e cuatiable Namkin, Vijay Vilas Rd Vijay
or pick up at your nearest
JioMart Kirana within next 2 THANE- AZAD NAGAR (BRAMHAND) v Park KasarvadavalThane West
days.
AZAD NAGAR (BRAMHAND) v Thane, 400615
Place your order here Mobile No: 8691834141
https://static.jiomoney.com
/static/jiomartlite/?ord=
5DRIINPhF/99KTNCcHWdm6u § 3
DhkpViWzFAW20ekPVPKFTLP You will receive a SMS once
QQiiFiOszTerVIAVy6 PEET e Kirana Partner is ready with
Source: IIFL Research your order. You can pay at

Kirana and Pick your order.
Figure 2: Currently SKUs are limited, perhaps due to the Covid-linked lockdown

Place your order from below items Moong Dal 1 kg our price ¥ To |0cate your JiOMart Kirana
Besan 500 g our price F 14_5 CliCk
51 e https://www.google.com
MRS E| ! h 2? = —
g /maps/search/?api=1&query=
: Tur Dal 1 kg our price & 19.2650213,72.9714114
Rawa / S00ji 500 g Our price ¥ 122
31 MRP:EI37
EW;; e Stay Safe.
i + .
e ket — #CoronaHaregalndialeetega
Aashirvaad Whole Wheat Atta our price & || Mustard Oil 1 L (Bottle) 115
ske 219 Source: IIFL Research
3 MRP: 2950 :
| @-
Chakki Atta 10 kg our price F | | Gemini Refined Sunflower Ol our price &
340 ||"t 125
MRP:F s MRPR-F 140
@ E| 0

Source: IIFL Research
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Figure 4: We will re-assess our Ebitda assumptions post the 4Q results
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Source: Company, IIFL Research

Figure 5: Groceries accounted for 19% of the retail revenue last quarter

Reliance Industries — BUY

Figure 6: Core margins have consistently improved
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Source: Company, IIFL Research
Note: For 1Q, 2Q and 3QFY20, core margin has been restated to gross revenue basis

Figure 7: Our SOTP-based price implies a 20% upside

USS bn Rs bn Rs/share Comments

Refining 30 2,165 341 GRM of USS$10.5/bbl
Petrochemical 36 2,528 399 Blended Ebitda/MT of US$328
E&P 1 70 11
JIO 73 5,178 817 IIFL’s telecom team valuation
Retail 38 2,688 424 20x FY21 Ebitda (D-Mart @ 42x)
Other Investments 1 86 14 At BV
Treasury stock 7 522 82 20% discount to the market value
EV 186 13,237 2,088
Less: Net debt 34 2,399 378 Includes Vendor Financing

and Spectrum Liability for JIO
Equity Value 153 10,838 1,710

Source: Company, IIFL Research
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Company snapshot

Reliance Industries — BUY

Background: Reliance Industries (RIL) is one of India’s largest private sector enterprises, and a vertically-integrated company with business interests
in energy and the materials value-chain. The Group’s activities span across E&P, petroleum refining & marketing, petrochemicals (polyester, fibre
intermediates, plastics and chemicals), retail, shale gas and telecom services. RIL was founded in 1958 by Dhirubhai Ambani, as a textiles trading firm in
Mumbai. Today, RIL operates the largest single-refinery complex (68mmtpa) at Jamnagar and one of the most complex refineries (Complexity Index of
21.1) in the world. It is among the top-ten producers of major petrochemical products (PP, PX, PTA, MEG) and the largest polyester producer in the

world.
Management
Name Designation EBITDA break-up - FY19 RIL Capacities mmtpa
Mukesh Ambani Chairman and Managing Director Refining DTA Refinery 33.0
- SEZ Refinery 35.2
Alok Agarwal CFO Petrochemicals PE 2.3
V Srikanth Joint CFO PP 2.9
Paraxylene 4.8
PTA 4.9
PFY and PSF 2.1
PET 1.1
Source: Company, IIFL Research
Y/e 31 Mar, Consolidated FY18A FY19A FY20ii FY21ii FY22ii 12m fwd PE Avg +/_ 15D 12m fwd EV/EB|TDA Avg +/, 1SD
Refining throughput (m 511.6 500.6 507.4 529.9 529.9
bbl) 24.0 15.0
Refining GRM (US$/bbl) 11.6 9.2 84 105 105 10 13.0
Petchem volumes (mmt) 13.2 146 148 149 149 '
Petchem EBIT margin 249.2 316.3 249.6 267.1 265.0 18.0 1.0 Mf .JM’IA'# .V!
(USS/mmt) 150 1 - 90 YW \)db/” 1
Source: IIFL Research WM A i ’
2o [V '_\m A Eﬁ / ﬁ 7.0
9.0 | 5.0
3.0

6.0
Apr-09 Jun-11 Sep-13 Nov-15 Feb-18 Apr-20
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Income statement summary (Rs bn)
Y/e 31 Mar, Consolidated
Revenues

Ebitda

Depreciation and amortisation
Ebit

Non-operating income
Financial expense

PBT

Exceptionals

Reported PBT

Tax expense

PAT

Minorities, Associates etc.
Attributable PAT

FY18A
3,917
642
(167)
475
89
(81)
483
11
494
(133)
360
1
361

5,671
839
(209)
630
86
(165)
551

551
(154)
397
(1)
396

FY20ii
7,831
837
(200)
637
131
(192)
577

577
(150)
427
(1)
425

FY21ii
8,685
1,055
(221)
834
140
(203)
771

771
(208)
563
(1)
561

9,281
1,212
(256)
956
150
(238)
868

868
(234)
633
(1)
632

Ratio analysis

Y/e 31 Mar, Consolidated
Per share data (Rs)
Pre-exceptional EPS
DPS

BVPS

Growth ratios (%)
Revenues

Ebitda

EPS

Profitability ratios (%)
Ebitda margin

Ebit margin

Tax rate

Net profit margin
Return ratios (%)
ROE

ROCE

Solvency ratios (x)
Net debt-equity
Net debt to Ebitda
Interest coverage

FY18A

55.2
6.0
463.0

28.3
38.9
17.0

16.4
12.1
27.0

9.2

12.6
103

0.7
33
5.9

62.5
6.5
610.7

44.8
30.8
13.1

14.8
11.1
27.9

7.0

11.6
9.8

0.7
33
3.8

FY20ii

67.1
8.2
668.2

38.1
(0.3)
7.4

10.7
8.1
26.0
5.4

10.5
10.1

0.6
33
3.3

FY21ii

88.6
9.3
745.9

10.9
26.1
32.0

12.2
9.6
27.0
6.5

12.5
12.1

0.5
2.3
4.1

99.7
9.1
835.0

6.9
14.8
12.6

13.1
10.3
27.0

6.8

12.6
12.9

0.5
2.0
4.0

Balance sheet summary (Rs bn)

Reliance Industries — BUY

Source: Company data, IIFL Research

Y/e 31 Mar, Consolidated FY18A FY19A FY20ii FY21ii FY22ii
Cash & cash equivalents 43 75 68 324 316
Inventories 608 676 933 1,035 1,106
Receivables 176 301 415 461 492
Other current assets 599 839 1,043 1,157 1,360
Creditors 2,668 2,654 3,225 3,505 3,559
Other current liabilities 41 42 58 64 68
Net current assets (1,283) (805) (823) (593) (354)
Fixed assets 5,851 5,658 5,984 6,189 6,466
Intangibles 58 120 120 120 120
Investments 829 2,355 2,355 2,355 2,355
Other long-term assets 0 0 0 0 0
Total net assets 5,454 7,328 7,635 8,070 8,587
Borrowings 2,188 2,875 2,815 2,755 2,705
Other long-term liabilities 332 582 585 587 590
Shareholders equity 2,935 3,871 4,236 4,728 5,293
Total liabilities 5,454 7,328 7,635 8,070 8,587
Cash flow summary (Rs bn)

Y/e 31 Mar, Consolidated FY18A FY19A FY20ii FY21ii FY22ii
Ebit 475 630 637 834 956
Tax paid (98) (122) (150) (208) (234)
Depreciation and amortization 167 209 200 221 256
Net working capital change 185 (251) 11 26 (248)
Other operating items (14) (8) 1 1 1
Operating cash flow before interest 715 457 699 874 730
Financial expense (177) (233) (192) (203) (238)
Non-operating income 23 16 131 140 150
Operating cash flow after interest 561 240 639 811 642
Capital expenditure (730) (928) (525) (426) (533)
Long-term investments 23 (78) 0 0 0
Others (7) (25) 0 0 0
Free cash flow (152) (791) 114 384 109
Equity raising 5 2 0 0 0
Borrowings 199 865 (60) (60) (50)
Dividend (39) (43) (60) (69) (67)
Net chg in cash and equivalents 12 33 (7) 255 (8)
Source: Company data, IIFL Research
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Disclosure : Published in 2020, © IIFL Securities Limited (Formerly ‘India Infoline Limited’) 2020

India Infoline Group (hereinafter referred as IIFL) is engaged in diversified financial services business including equity broking, DP services, merchant banking, portfolio management services, distribution of Mutual
Fund, insurance products and other investment products and also loans and finance business. India Infoline Ltd (“hereinafter referred as IIL”) is a part of the IIFL and is a member of the National Stock Exchange of
India Limited (“NSE”) and the BSE Limited (“BSE”). IIL is also a Depository Participant registered with NSDL & CDSL, a SEBI registered merchant banker and a SEBI registered portfolio manager. IIL is a large broking
house catering to retail, HNI and institutional clients. It operates through its branches and authorised persons and sub-brokers spread across the country and the clients are provided online trading through internet
and offline trading through branches and Customer Care.
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c)

d)

e)

N

9)

h)
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This research report (“Report”) is for the personal information of the authorized recipient(s) and is not for public distribution and should not be reproduced or redistributed to any other person or in any form
without IIL’s prior permission. The information provided in the Report is from publicly available data, which we believe, are reliable. While reasonable endeavors have been made to present reliable data in the
Report so far as it relates to current and historical information, but IIL does not guarantee the accuracy or completeness of the data in the Report. Accordingly, IIL or any of its connected persons including its
directors or subsidiaries or associates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained, views and
opinions expressed in this publication.

Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future performance. Information, opinions and
estimates contained in this report reflect a judgment of its original date of publication by IIFL and are subject to change without notice. The price, value of and income from any of the securities or financial
instruments mentioned in this report can fall as well as rise. The value of securities and financial instruments is subject to exchange rate fluctuation that may have a positive or adverse effect on the price or
income of such securities or financial instruments.

The Report also includes analysis and views of our research team. The Report is purely for information purposes and does not construe to be investment recommendation/advice or an offer or solicitation of an
offer to buy/sell any securities. The opinions expressed in the Report are our current opinions as of the date of the Report and may be subject to change from time to time without notice. IIL or any persons
connected with it do not accept any liability arising from the use of this document.

Investors should not solely rely on the information contained in this Report and must make investment decisions based on their own investment objectives, judgment, risk profile and financial position. The
recipients of this Report may take professional advice before acting on this information.

IIL has other business segments / divisions with independent research teams separated by 'Chinese walls' catering to different sets of customers having varying objectives, risk profiles, investment horizon, etc
and therefore, may at times have, different and contrary views on stocks, sectors and markets.

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution,
publication, availability or use would be contrary to local law, regulation or which would subject IIL and its affiliates to any registration or licensing requirement within such jurisdiction. The securities described
herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this Report may come are required to inform themselves of and to observe such
restrictions.

As IIL along with its associates, are engaged in various financial services business and so might have financial, business or other interests in other entities including the subject company(ies) mentioned in this
Report. However, IIL encourages independence in preparation of research report and strives to minimize conflict in preparation of research report. IIL and its associates did not receive any compensation or other
benefits from the subject company(ies) mentioned in the Report or from a third party in connection with preparation of the Report. Accordingly, IIL and its associates do not have any material conflict of interest
at the time of publication of this Report.

As IIL and its associates are engaged in various financial services business, it might have:-

(a) received any compensation (except in connection with the preparation of this Report) from the subject company in the past twelve months; (b) managed or co-managed public offering of securities for the
subject company in the past twelve months; (c) received any compensation for investment banking or merchant banking or brokerage services from the subject company in the past twelve months; (d) received
any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject company in the past twelve months; (e) engaged in market making activity
for the subject company.

IIL and its associates collectively do not own (in their proprietary position) 1% or more of the equity securities of the subject company mentioned in the report as of the last day of the month preceding the
publication of the research report.

The Research Analyst engaged in preparation of this Report or his/her relative:-

(a) does not have any financial interests in the subject company (ies) mentioned in this report; (b) does not own 1% or more of the equity securities of the subject company mentioned in the report as of the last
day of the month preceding the publication of the research report; (c) does not have any other material conflict of interest at the time of publication of the research report.

The Research Analyst engaged in preparation of this Report:-

(a) has not received any compensation from the subject company in the past twelve months; (b) has not managed or co-managed public offering of securities for the subject company in the past twelve months;
(c) has not received any compensation for investment banking or merchant banking or brokerage services from the subject company in the past twelve months; (d) has not received any compensation for
products or services other than investment banking or merchant banking or brokerage services from the subject company in the past twelve months; (e) has not received any compensation or other benefits from
the subject company or third party in connection with the research report; (f) has not served as an officer, director or employee of the subject company; (g) is not engaged in market making activity for the
subject company.

IIFLCAP accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is delivered to a U.S. person other than a major U.S. institutional investor. The
analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry Regulatory Authority (“FINRA”) and may not be an associated person of IIFLCAP
and, therefore, may not be subject to applicable restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research analyst account.

We submit that no material disciplinary action has been taken on IIL by any regulatory authority impacting Equity Research Analysis.
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This research report was prepared by IIFL Securities Limited (Formerly ‘India Infoline Limited’) Institutional Equities Research Desk (‘IIFL"), a company to engage activities is not dealer United States and, therefore, is
not subject to U.S. rules of reports independence of research report is provided for distribution to U.S. institutional investors” in reliance on the exemption from registration provided by Rule 15a-6 of the U.S.
Securities Exchange recipient of wishing to effect any transaction to buy or sell securities or related financial instruments based on the information provided in this report should do IIFL IIFLCAP’), broker dealer in the
United States.

IIFLCAP accepts responsibility for the contents of this research report, a person whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry FINRA”) and
an person of IIFLCAP may not be subject to applicable restrictions under FINRA Rules with held by analyst IIFL has other business units with independent research teams different views stocks and This report for the
personal information of the authorized recipient and is not for public distribution. This should not be reproduced or redistributed to any other person or in any form. This report is for the general information of the
investors, and should not be construed as an offer or solicitation of an offer to buy/sell any securities.

We have exercised due diligence in checking the correctness and authenticity of the information contained herein, so far as it relates do not or completeness. The opinions expressed are our current opinions as of the
date appearing in the material and may be subject to from to time without notice. or any persons connected it accept any liability arising from the use of this document. The recipients of this material should rely on
their own judgment professional advice on this information. IIFL or any of its connected persons including its directors or or not in way for any or damage that may arise to any from any inadvertent error the
information contained, views and opinions expressed in this publication.

IIFL and/or its affiliate companies may deal in the securities mentioned herein as a broker or for any transaction as a Maker, Investment Advisor, to issuer persons. IIFL generally prohibits its analysts from having
financial interest in the securities of any of the companies that the analysts cover. In addition, company its employees from conducting Futures & Options transactions or holding any shares for a period of less than 30
days.

Past performance should not be taken as an indication or guarantee of performance, and no or warranty, express performance. estimates contained in this report reflect a judgment of its original date of publication by
IIFL and are subject to change of mentioned in this report can fall as well as rise. The value of securities and financial instruments is subject to exchange rate may adverse on the price of such securities
or financial instruments.

Analyst Certification: (a) that the views expressed in the research report accurately reflect part of her compensation was, is, or will be directly or indirectly related to the specific recommendation or views contained
in the research report.

A graph of daily closing prices of securities is available at http://www.nseindia.com/ChartApp/install/charts/mainpage.jsp, www.bseindia.com and http://economictimes.indiatimes.com/markets/stocks/stock-gquotes.
(Choose a company from the list on the browser and select the “three years” period in the price chart).

Name, Qualification and Certification of Research Analyst: Harshvardhan Dole(B.Tech, PGBDA), Rishi Masand(MS Finance)

I1IFL Securities Limited (Formerly ‘India Infoline Limited”), CIN No.: L99999MH1996PLC132983, Corporate Office — IIFL Centre, Kamala City, Senapati Bapat Marg, Lower Parel, Mumbai — 400013 Tel: (91-
22) 4249 9000 .Fax: (91-22) 40609049, Regd. Office — IIFL House, Sun Infotech Park, Road No. 16V, Plot No. B-23, MIDC, Thane Industrial Area, Wagle Estate, Thane — 400604 Tel: (91-22) 25806650. Fax: (91-22)
25806654 E-mail: mail@indiainfoline.com Website: www.indiainfoline.com, Refer www.indiainfoline.com for detail of Associates.

Stock Broker SEBI Regn.: INZ000164132, PMS SEBI Regn. No. INPO0O0002213, 1A SEBI Regn. No. INAOOO0O00623, SEBI RA Regn.:- INHO0O0000248

Key to our recommendation structure

BUY - Stock expected to give a return 10%+ more than average return on a debt instrument over a 1-year horizon.
SELL - Stock expected to give a return 10%+ below the average return on a debt instrument over a 1-year horizon.
Add - Stock expected to give a return 0-10% over the average return on a debt instrument over a 1-year horizon.

Reduce - Stock expected to give a return 0-10% below the average return on a debt instrument over a 1-year horizon.

Distribution of Ratings: Out of 231 stocks rated in the IIFL coverage universe, 113 have BUY ratings, 9 have SELL ratings, 87 have ADD ratings and 21 have REDUCE ratings

Price Target: Unless otherwise stated in the text of this report, target prices in this report are based on either a discounted cash flow valuation or comparison of valuation ratios with companies seen by the analyst as
comparable or a combination of the two methods. The result of this fundamental valuation is adjusted to reflect the analyst’s views on the likely course of investor sentiment. Whichever valuation method is used there
is a significant risk that the target price will not be achieved within the expected timeframe. Risk factors include unforeseen changes in competitive pressures or in the level of demand for the company’s products. Such
demand variations may result from changes in technology, in the overall level of economic activity or, in some cases, in fashion. Valuations may also be affected by changes in taxation, in exchange rates and, in
certain industries, in regulations. Investment in overseas markets and instruments such as ADRs can result in increased risk from factors such as exchange rates, exchange controls, taxation, and political and social
conditions. This discussion of valuation methods and risk factors is not comprehensive — further information is available upon request.
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Reliance Industries: 3 year price and rating history Date
(Rs) ——Price O TP/Reco changed date 20 Jan 2020
2,000 02 Dec 2019
22 Oct 2019

1,500 o 22 Jul 2019
1,000 22 Apr 2019
08 Feb 2019

500 30 Nov 2018
19 Oct 2018

0 30 Jul 2018
5NN beZeeemagaga gy 24 3ul 2018
13 c oo +- o Q 13 c Qo +-= o Q b c oo +-= [} Q = 17 JUI 2018
2332c08¢&3208¢83208¢ 2 16 Oct 2017

Close price
(Rs)
1581
1551
1416

Target price
(Rs)
1725
1592
1588

Rating
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