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ONGC  and Oil India 
                                 Sector:   Oil  & Gas  

Source: Bloomberg  

ONGC and OIL India: Thematic Report                        Recommendation: Buy

 Saudi Aramco IPO is likely to unfold value in most oil & Gas stocks globally.  

 Most of the Oil Exploration companies are trading at steep discount to historical valuations for the obvious reasons of focus on EV and decline in crude oil prices. We believe the EV 

reality may take years to materialize. Both ONGC and Oil India are trading at steep discount to long term average price to earnings as shown in the table below.  

 Both ONGC and Oil India is trading at a steep discount to long term price to book as shown in the table below.  

 ROE of both ONGC and Oil India are at 14.4% and 11.2% respectively which makes it unreasonably low valuation for both the stocks, considering a moderate Return on Equity.  

 Most interesting point is that Global Peers average PE based on current earnings is around 14, which makes the Indian counterparts unreasonably   inexpensive. One reason for the 

steep discount to valuations is that both the Indian oil major is Public Sector Undertakings. The recent privatization drive of the Government may re-rate the Indian PSUs  marginally.  

 In the Indian market, valuations are highly polarized and we believe some convergence of valuations is likely to happen from high PE stocks to Low PE stocks, in which case both 

ONGC and Oil India may see buying.  
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Key Data 

Outlook & Valuation   

The result of this quarter for both of the companies may remain subdued 
YoY basis resulting some price correction. However, we expect the price    
correction is to be short lived and the desired price targets are likely to be 
achieved within 6 months time frame. 

Triggers 

PARTICULARS ONGC OIL INDIA
PRICE DETAILS:
CMP (4th Nov) 147.4 170.25
Entry Level CMP up to 140 CMP up to 160
Target Price 178 203
Period 3-6 months 3-6 months
Upside Potential 21% 20%
VALUATION DETAILS:
Current TTM PE 5.74 5.64
10 yrs. Avg. PE 11.5 11.95
10 yrs. Avg P/B 1.51 1.19
Current P/B 0.84 0.63
Current ROE 14.40% 11.20%
GLOBAL DETAILS:

Global Pears Average PE 13.73 14.44

Risk 

Indian Oil majors are trading at steep discount compared to global 

peers and also to its 10 years average PE and P/B. The steep discount 

is unreasonable. Saudi Aramco IPO is likely to unfold value in most Oil 

& Gas stocks globally. 

 

For ONGC we are assigning a P/E of 7 to FY21E EPS of 25.48 to arrive at 

a price target of INR178 & For Oil India we are assigning a P/E of 7 to 

FY21E EPS of 29.04 to arrive at a price target of INR203 in the next 3-6 

months. 
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Brief  Financials 

                       ONGC  5 Yrs. Weekly Price Chart                        Oil India 5 yrs. Weekly Price Chart 
Source: Bloomberg  

Oil India(Con) FY17 FY18 FY19 FY20E FY21E

Revenue 9232.4 10409.2 13405.4 12904.2 12825.7
EBITDA 3120.5 4040.6 5590.5 5136.1 4952.4
EBITDA Margin 33.8% 38.8% 41.7% 39.8% 38.6%
PAT 2421 2734.6 3972.6 3393.5 3300.6
PAT Margin 26.2% 26.3% 29.6% 26.3% 25.7%
P/E 16.76 9.05 6.48 5.62 5.8

P/B 0.91 0.56 0.69 0.61 0.58

ONGC(Con) FY17 FY18 FY19 FY20E FY21E
Revenue 323274.9 360643 451570.9 458250.3 495479.0
EBITDA 52958.3 57477.1 74797.9 76654.9 79791.1
EBITDA Margin 16.4% 15.9% 16.6% 16.7% 16.1%
PAT 24082.2 22350.4 28699.5 29324.3 30932.1
PAT Margin 7.4% 6.2% 6.4% 6.4% 6.2%
P/E 9.72 10.32 6.71 5.94 5.66

P/B 1.22 1.12 0.92 0.77 0.72
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Disclaimer 

Analyst Certification:  

I/We Anik Mitra, Research Analyst of Stewart & Mackertich Wealth Management Limited (in short “Stewart & Mackertich/ the Company”), authors and the names subscribed to this 

Research Report, hereby certify that all of the views expressed in this Research Report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of my 

compensation was, is, or will be directly or indirectly related to the specific recommendation (s) or view (s) in this Research Report. It is also confirmed that we the above mentioned 

Research Analyst of this Research Report have not received any compensation from the subject companies mentioned in the Research Report in the preceding twelve months and do not 

serve as an officer, director or employee of the subject companies mentioned in the Research Report. 

 

Terms & Conditions and Other Disclosures: 

Stewart & Mackertich Wealth Management Ltd is engaged in the business of Stock Broking, Depository Services, Portfolio Management and Distribution of Financial Products. Stewart & 

Mackertich Wealth Management Ltd Limited is a registered as Research Analyst Entity with Security & Exchange Board of India (SEBI) with Registration Number – INH300001474.  

 

Stewart & Mackertich and our associates might have investment banking and other business relationship with a significant percentage of companies covered by our Investment Research 

Department. Stewart & Mackertich generally prohibits its analysts, persons reporting to analysts and their relatives from maintaining a financial interest in the securities or derivatives of any 

companies that the analysts cover. 

 

The information and opinions in this Research Report have been prepared by Stewart & Mackertich and are subject to change without any notice. The Research Report and information 

contained herein is strictly confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other 

person or to the media or reproduced in any form, without prior written consent of Stewart & Mackertich Wealth Management Ltd. While we would endeavor to update the information 

herein on a reasonable basis, Stewart & Mackertich is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may 

prevent Stewart & Mackertich from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with 

applicable regulations and/or policies of Stewart & Mackertich Wealth, in circumstances where Stewart & Mackertich might be acting in an advisory capacity to this company, or in certain 

other circumstances. 

 

This Research Report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or 

completeness guaranteed. This Research Report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to 

buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this Research Report at the 

same time. Stewart & Mackertich will not treat recipients as customers by virtue of their receiving this Research Report.  
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Disclaimer 

Nothing in this Research Report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific 

circumstances. The securities discussed and opinions expressed in this Research Report may not be suitable for all investors, who must make their own investment decisions, based on their 

own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The recipient 

should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. Stewart 

& Mackertich accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this Research Report. Past performance is not necessarily a guide to future 

performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may differ materially from 

those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice. 

 

Since associates of Stewart & Mackertich are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the 

subject company/companies mentioned in this Research Report. 

 

Stewart & Mackertich or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the Research Report 

as of the last day of the month preceding the publication of the Research Report.  

 

Stewart & Mackertich encourages independence in Research Report preparation and strives to minimize conflict in preparation of Research Report. Accordingly, neither Stewart & 

Mackertich and their Associates nor the Research Analysts and their relatives have any material conflict of interest at the time of publication of this Research Report or at the time of the 

Public Appearance, if any.  

 

Stewart & Mackertich or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for 

any other assignment in the past twelve months. 

 

Stewart & Mackertich or its associates might have received any compensation from the companies mentioned in the Research Report during the period preceding twelve months from the 

date of this Research Report for services in respect of managing or co-managing public offerings, corporate finance, investment banking, brokerage services or other advisory service in a 

merger or specific transaction from the subject company. 

 

Stewart & Mackertich or its associates might have received any compensation for products or services other than investment banking or brokerage services from the subject companies 

mentioned in the Research Report in the past twelve months. 
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Disclaimer 

Stewart & Mackertich or its associates or its Research Analysts did not receive any compensation or other benefits whatsoever from the subject companies mentioned in the Research Re-

port or third party in connection with preparation of the Research Report. 

 

Compensation of Research Analysts is not based on any specific Investment Banking or Brokerage Service Transactions. 

 

The Research Analysts might have served as an officer, director or employee of the subject company. 

 

Neither the Research Analysts nor Stewart & Mackertich have been engaged in market making activity for the companies mentioned in the Research Report. 

 

Stewart & Mackertich may have issued other Research Reports that are inconsistent with and reach different conclusion from the information presented in this Research Report.  

 

Stewart & Mackertich submit’ s that no material disciplinary action has been taken on the Company by any Regulatory Authority impacting Equity Research Analysis activities.  

 

This Research 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 law, regulation or which would subject Stewart & Mackertich and affiliates to any registration or licensing re-

quirement 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 

document may come are required to inform themselves of and to observe such restriction. 

 

For queries related to compliance of the report, please contact: -  

Sudipto Datta, Compliance Officer  

Stewart & Mackertich Wealth Management Ltd.  

Vaibhav, 4 Lee Road, Kolkata 700020, West Bengal, India. 

Contact No.: +91 33 4011 5414 /91 33 6634 5414 

Email Id.: compliance@smifs.com / sudipta@smifs.com 

Website: www.smifs.com  
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