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Shareholding pattern 

 
Dec 
’20 

Mar 
’21 

Jun 
’21 

Promoters 60.9 60.9 60.9 
Institutional  
investors 16.3 16.0 16.1 

MFs and others 7.2 7.3 7.7 
FIs/ Banks 0.0 0.0 0.0 
Insurance 0.1 0.1 0.2 
FIIs 9.0 8.6 8.2 
Others 22.8 23.1 23.0 

Source: www.nseindia.com 
 
Price chart 

50
150
250
350
450
550
650
750
850

O
ct

-1
8

Ap
r-1

9

O
ct

-1
9

Ap
r-2

0

O
ct

-2
0

Ap
r-2

1

O
ct

-2
1

(R
s)

  

  

Gujarat Gas REDUCE 
 Maintain 
Industrial volumes post big price hike key to outlook Rs627 
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Gujarat Gas (GGL) has hiked CNG price by Rs2.5/kg to partly pass on APM gas 
price rise on 1-Oct and gas price for industrial consumers by Rs9.5/scm (25%) to 
pass on spot LNG surge; GGL had hiked prices for industrial consumers by 13% 
on 24-Aug’21. At futures as of 5-Oct’21, average spot LNG is at US$34/mmbtu in 
Oct’21-Mar’22. GGL’s FY22E margin would depend on its industrial sales volumes 
in H2FY22E; for volumes in excess of 6mmscmd, GGL would have to buy very 
expensive spot LNG, which would hit its margins. At H2 industrial volumes of 6-
6.5mmscmd, we estimate FY22E EPS to be up 56-27% YoY, but at 7.0-7.5mmscmd 
to be down 2-31% YoY. Spot LNG surge has put GGL’s strong volume growth at 
risk and led to margin uncertainty. We reiterate REDUCE on GGL.  
 CNG price hike does not pass on entire APM gas price rise: Effective 5-Oct’21, 

CNG price has been hiked by Rs2.5/kg to pass on the US$1.22/mmbtu (Rs4.4/kg) 
HoH rise in APM gas price for H2FY22. Thus, the entire rise in APM gas price has 
not been passed on leading to Rs1.9/kg (Rs1.4/scm) fall in margin on CNG, which 
we estimate to be 17-18% of GGL’s total FY22E volumes.  

Table 1: Post hefty hike, H2 industrial volumes key to GGL’s FY22E EPS outlook 
If industrial volumes in Q3-Q4FY22E at (mmscmd)  6.0 6.5 7.0 7.5 
FY22E margin (Rs/scm) 8.5 6.9 5.4 4.0 
YoY change (%) 39% 14% -11% -34% 
FY22E EPS (Rs/sh) 28.9 23.5 18.2 12.8 
YoY change (%) 56% 27% -2% -31% 
Upside/Downside to base case estimate (%) 17% -4% -26% -48% 

  Source: Company data, I-Sec research 

 25% gas price hike for industrial consumers suggests GGL has chosen to 
sacrifice volume growth to prevent steep EPS fall: Spot LNG futures as of 5-
Oct’21 for Oct’21-Mar’22 are at US$31.6-35.5/mmbtu with H2FY22E average at 
US$34/mmbtu vs just US$13.6/mmtu in H1. Factoring spot LNG and Brent futures 
as of 5-Oct’21 and GGL’s price hike for industrial consumers of 25% but assuming 
no further price hikes, and industrial volumes at 6.0-7.5mmscmd in H2FY22E, we 
estimate GGL’s FY22E: 1) EPS at Rs28.9-12.8 (up 56% YoY to down 31% YoY and 
17% higher to 48% lower than our estimate); 2) EBITDA margin at Rs8.5-4.0/scm 
(up 39% to down 34% YoY), and 3) industrial volumes of 7.1-7.9mmscmd (up 7% to 
down 3% YoY) and total volumes of 9.7-10.4mmscmd (up 3-11% YoY).  

 FY23E outlook to depend on industrial volumes possible at current prices and 
severity of winter, which would determine spot LNG outlook: At latest futures, 
FY23E spot LNG is at US$17.6/mmbtu. However, a severe winter may mean 
European gas storage falls to record lows and drives FY23E Asian spot LNG price 
up further. FY23E spot LNG of US$19.4-20.4/mmbtu can support industrial gas 
volumes of 10mmscmd while ensuring EBITDA margin of Rs4.5-5.5/scm if gas price 
for industrial consumers is not cut. However, moot question is, at current prices can 
industrial volumes rebound to a new high of 10mmscmd (past peak of 9.6mmscmd). 

 

INDIA 

Market Cap  Rs432bn/US$5.8bn  Year to March FY20 FY21 FY22E FY23E 
Reuters/Bloomberg GGAS.BO/GUJGA IN  Revenue (Rs mn) 1,05,265 1,00,423 1,98,878 1,98,395 
Shares Outstanding (mn)           688.4   Net Income (Rs mn) 9,166 12,777 16,928 19,071 
52-week Range (Rs) 772/284  EPS (Rs) 13.3 18.6 24.6 27.7 
Free Float (%) 39.1  % Chg YoY 109% 39% 32% 13% 
FII (%) 8.2  P/E (x) 47.1 33.8 25.5 22.6 
Daily Volume (US$/'000)     17,730   CFPS (Rs) 21 22 29 32 
Absolute Return 3m (%)       (5.5)  EV/E (x) 27.1 20.9 16.1 14.1 
Absolute Return 12m (%)      102.1   Dividend Yield (%) 0% 0% 1% 1% 
Sensex Return 3m (%)       13.2   RoCE (%) 24% 30% 34% 32% 
Sensex Return 12m (%)       54.9   RoE (%) 34% 33% 33% 29% 
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Table 2: GGL’s FY22E EPS may be down 2-31% YoY if industrial volumes in Q3-Q4FY22E are at 7.0-
7.5mmscmd, but up 56-27% YoY if volumes are at 6.0-6.5mmscmd  

Source: Company data, I-Sec research 

Risks to recommendation 
Risks to our recommendation: 1) EBITDA margin higher/lower than our estimate; 2) 
volumes higher/lower than our estimate. 

 If industrial volumes in Q3-Q4FY22E at (mmscmd) 
 6.0 6.5 7.0 7.5 
FY22E industrial volumes (mmscmd) 7.1 7.4 7.6 7.9 
YoY change (%) -3% 0% 3% 7% 
FY22E total volumes (mmscmd) 9.7 9.9 10.2 10.4 
YoY change (%) 3% 6% 8% 11% 
FY22E margin (Rs/scm) 8.5 6.9 5.4 4.0 
YoY change (%) 39% 14% -11% -34% 
FY22E EPS (Rs/sh) 28.9 23.5 18.2 12.8 
YoY change (%) 56% 27% -2% -31% 
Upside/Downside to base case (%) 17% -4% -26% -48% 
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Financial summary 

Table 3: Profit and Loss statement 
(Rs mn, year ending March 31) 

  FY20 FY21 FY22E FY23E 
Operating Income (Sales) 1,05,265 1,00,423 1,98,878 1,98,395 
Operating Expenses 88,922 79,545 1,72,783 1,69,316 
EBITDA 16,343 20,878 26,096 29,079 
  % margins 16% 21% 13% 15% 
Depreciation & Amortisation 3,180 3,408 3,655 3,925 
Gross Interest 1,922 1,163 751 735 
Other Income 839 742 853 981 
Recurring PBT 12,080 17,048 22,542 25,400 
Less: Taxes 2,914 4,292 5,635 6,350 
Net Income (Reported) 11,988 12,777 16,928 19,071 
Recurring Net Income 9,166 12,777 16,928 19,071 
Source: Company data, I-Sec research 
 

Table 4: Balance sheet 
(Rs mn, year ending March 31) 

  FY20 FY21 FY22E FY23E 
Assets     
Total Current Assets 14,404 14,120 29,970 41,197 
  of which cash & cash eqv. 6,941 3,210 19,156 30,350 
Total Current Liabilities & 
Provisions 18,646 22,640 28,108 27,794 

Net Current Assets (4,242) (8,520) 1,862 13,403 
Investments 3,304 4,143 4,143 4,143 
Net Fixed Assets 61,546 66,535 69,032 71,707 
Capital Work-in-Progress 5,695 6,878 6,978 7,078 
Total Assets 60,608 62,158 75,036 89,252 
     
Liabilities     
Borrowings (Includes cash 
deposits) 18,794 8,349 8,349 8,349 

Deferred Tax Liability 8,641 8,693 8,693 8,693 
Equity Share Capital 1,377 1,377 1,377 1,377 
  Face Value per share (Rs) 10 10 10 10 
Reserves & Surplus 31,797 43,739 56,617 70,834 
Net worth 33,174 45,116 57,994 72,211 
Total liabilities 60,608 62,158 75,036 89,252 
Source: Company data, I-Sec research 
 
Table 5: Quarterly trend 
(Rs mn, year ending March 31) 

  Sep'20 Dec'20 Mar'21 Jun'21 
Net sales 25,599 28,857 34,893 30,659 
% growth (YoY) 0 13 28 177 
EBITDA 7,330 6,148 5,543 7,229 
Margin (%) 28.6 21.3 15.9 23.6 
Other income 208 196 188 213 
Add: Extraordinaries     
Net profit 4,748 3,922 3,499 4,762 
Source: Company data, I-Sec research 

Table 6: Cashflow statement 
(Rs mn, year ending March 31) 

  FY20 FY21 FY22E FY23E 
Operating Cashflow  14,330 15,423 19,709 21,994 
Working Capital Changes 2,673 3,753 5,565 (348) 
Operating Cash flow 17,003 19,176 25,274 21,646 
Capital Commitments (6,770) (6,772) (6,100) (6,600) 
Free Cashflow  10,233 12,404 19,174 15,046 
Cashflow from Investing 
Activities 839 742 853 981 
Inc (Dec) in Borrowings (3,349) (10,444) - - 
Dividend paid (217) (814) (4,028) (4,833) 
Cash flow from Financing 
Activities (3,566) (11,258) (4,028) (4,833) 

 Chg. in Cash & Bank 
balance  7,506 1,888 15,999 11,193 
Source: Company data, I-Sec research 
 

Table 7: Key ratios 
(Year ending March 31) 

  FY20 FY21 FY22E FY23E 
Per Share Data (in Rs.)     
EPS(Basic Recurring) 13.3 18.6 24.6 27.7 
Recurring Cash EPS  17.9 23.5 29.9 33.4 
Dividend per share (DPS) 3.0 2.0 5.0 6.0 
Book Value per share (BV) 48.2 65.5 84.2 104.9 
     
Growth Ratios (%)     
Operating Income 32% -5% 98% 0% 
EBITDA  66% 28% 25% 11% 
Recurring Net Income 109% 39% 32% 13% 
Recurring EPS 109% 39% 32% 13% 
Recurring CEPS 70% 31% 27% 12% 
     
Valuation Ratios (% YoY)     
P/E 47.1 33.8 25.5 22.6 
P/CFPS 30.1 28.0 21.9 19.6 
P/BV 13.0 9.6 7.4 6.0 
EV / EBITDA 27.1 20.9 16.1 14.1 
EV / FCF 24.8 21.8 19.4 13.4 
     
Operating Ratios     
Other Income / PBT (%) 7% 4% 4% 4% 
Effective Tax Rate (%) 24% 25% 25% 25% 
D/E Ratio (%) 57% 19% 14% 12% 
Net D/E Ratio 36% 11% -19% -30% 
     
Return/Profitability Ratios (%)     
Recurring Net Income Margins  9% 13% 9% 10% 
RoCE  24% 30% 34% 32% 
RoNW  34% 33% 33% 29% 
Dividend Payout Ratio  23% 11% 20% 22% 
Dividend Yield  0.5% 0.3% 0.8% 1.0% 
EBITDA Margins  16% 21% 13% 15% 
Source: Company data, I-Sec research 
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This report may be distributed in Singapore by ICICI Securities, Inc. (Singapore branch). Any recipients of this report in Singapore should contact ICICI Securities, 
Inc. (Singapore branch) in respect of any matters arising from, or in connection with, this report. The contact details of ICICI Securities, Inc. (Singapore branch) are as 
follows: Address: 10 Collyer Quay, #40-92 Ocean Financial Tower, Singapore - 049315, Tel: +65 6232 2451 and email: navneet_babbar@icicisecuritiesinc.com, 
Rishi_agrawal@icicisecuritiesinc.com. 
 

"In case of eligible investors based in Japan, charges for brokerage services on execution of transactions do not in substance constitute charge for research reports 

and no charges are levied for providing research reports to such investors." 
 

New I-Sec investment ratings (all ratings based on absolute return; All ratings and target price refers to 12-month performance horizon, unless mentioned otherwise). 

BUY: >15% return; ADD: 5% to 15% return; HOLD: Negative 5% to Positive 5% return; REDUCE: Negative 5% to Negative 15% return; SELL: < negative 15% return 
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