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GAIL (India) Ltd. (GAIL) 

  

CMP: Rs. 134.85, Face value: Rs. 10, Market Cap: Rs. 60,841 crores, Target price: Rs. 156, 

Upside: 16% 

  
GAIL (India) Ltd, incorporated in August 1984, is a Maharatna company, (Govt. of India undertaking) under 

the administrative control of Ministry of Petroleum & Natural Gas (MoP&NG). GAIL, after having started as a 
natural gas transmission company during the late eighties, has grown organically by building large network of 
Natural Gas Pipelines, LPG Pipelines; gas processing plants for production of LPG and other Liquid 

Hydrocarbons, City Gas Distribution, Petrochemicals etc. 
 
The Company is present in the following business verticals 

 

Natural Gas  
1) Over 12,200 km of pipeline network and adding 9,000 km further more  
2) Over 70 percent share in Natural Gas Transmission market in India,  

3) Contributes 60% of Natural Gas sold in India 
4) Supplies gas for about 3/4 of India’s fertilizer produced 

 
Gas Sourcing and Upstream  

1) Among Top 10 Global LNG Portfolio marketers  
2) LNG portfolio of around 14 MMTPA from USA, Qatar, Australia  
3) Regas capacity in PLL Regas Terminal at Dahej, India  
4) LNG Terminal at Dabhol, India  

5) LNG Sourcing from Sabine Pass, USA  
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6) LNG Tolling Agreement with Dominion Cover project USA and corresponding gas supply agreement with 
WGL Midstream Inc. USA  

7) GSPA with Gazprom  

8) Participating interest in 11 E&P Blocks, including 2 in Myanmar 
 

City Gas Distribution  

1) Serving over 2.1 million vehicles & 3.1 million households  

2) Operates more than 65% CNG Stations through alliances in India  
3) Sectoral gas sales of around 60% in CGD  
4) Authorized to operate in 62 Geographical Areas through-out India including   metro cities of Delhi, 

Mumbai, Hyderabad, Bengaluru, Kolkata  

5) Supplies natural gas to around 60% of country's PNG connections 
 

Petrochemicals  

1) Domestic market Share of 15%  
2) 1st ever producer of Metallocene catalyst based LLDPE Film grade polymer in India - This move 

of GAIL would not just provide domestic consumers of a reliable and indigenous supply source but shall 
help potential forex savings of over US$ 100 million annually for India, as per initial estimates. 

3) Combined production share of 21.4% of the High Density and Liner Low Density Polyethylene market in 
the country  

4) Petrochemical Plant of Pata, Uttar Pradesh and BCPL plant at Lepetkata, Assam with capacity of 0.81 

MMTPA & 0.28 MMTPA respectively  
5) Exporting petrochemicals to markets of neighboring countries South East Asia China  
6) Setting up 500 KTA Propane Dehydrogenation Polypropylene Plant (PHDPP) at Usar and 60 KTA PP unit 

at Pata 

 
Liquid Hydrocarbons (5 Gas processing units producing LPG, Propane, Pentane, Naptha etc.  LPG Transport 
Capacity - 3.8 MMTPA (2,038 km) 

 

Overseas Presence  

1) Set-up wholly-owned subsidiaries - GAIL Global (USA) Inc. and GAIL Global (Singapore) Pte. Ltd.  
2) Acquired 20% interest in Carrizo's Eagle Food Shale acreage in USA  

3) Participation in Myanmar China gas pipeline  
4) Investment in 2 city Gas Distribution companies in Egypt and 1 City Gas Distribution company in China 

  
The Company’s Board has approved revival of existing LPG plant at Usar, Maharashtra by converting it into 

500 KTA Polypropylene (PP) complex at an investment of around           Rs. 8,800 crore. This is first of its kind 
project in India which would be using Propane Dehydrogenation technology for production of Propylene 
integrated with the downstream Polypropylene (PP) unit. Further, GAIL Board has also approved setting up of 

60 KTA PP unit at existing Petrochemical complex at Pata. Addition of above PP capacities will augment and 
complement GAIL’s current polymer portfolio which is presently dominated by Polyethylene (PE). In coming 
few years, the Company shall be making investment of around Rs.45,000 crore in major cross country pipeline 
projects, such as, Urja Ganga Project, Kochi Kootanad Banglaore Mangalore Pipeline, Indradhanush Gas Grid 

(North East Grid in joint venture mode) and other pipelines connecting crucial supply and demand centers for 
completion of the envisaged National Gas Grid (NGG). As part of this endeavor, the company has recently 
been authorized by PNGRB to lay Srikakulam Angul natural gas Pipeline of length 690 KM including spur lines 
through recently concluded bidding process. This pipeline will extend the reach of natural gas in the Eastern 

coast and will act as an important connecting limb with other pipelines of National Gas Grid (NGG). 
 
At present the Company is expanding the Natural Gas pipeline network by executing more than 5,700 km of 

major pipeline projects, out of which around 1,050 km of pipeline projects has been completed during the FY 



 

 

 

 

 

2018-19. The completed pipeline project consists of 475 Km section from Varanasi-Dobhi-Patna/Barauni of 
prestigious Jagdishpur Haldia & Bokaro Dhamra Pipeline project popularly known as ‘Pradhan Mantri Urja 
Ganga’, 315 km of Auraiya-Phulpur pipeline and other last mile consumer connectivities. Supply of Natural Gas 

also commenced in Patna City by commissioning of 2 CNG station and PNG. Further, supply of gas to CGD 
Cuttack & Bhubaneswar were started from new LCNG (Liquefied CNG) satellite terminal (First of its kind in 
India) commissioned in Bhubaneswar City. Supply of gas to these CGDs were earlier started last year through 
cascade mode. 

 
During FY19, the company registered substantial growth in its business verticals. Natural Gas which is the core 
area of the company had sales increasing from 85.01 MMSCMD last year to 96.93 MMSCMD including 
international LNG sales. Growth in natural gas transmission has been over 2% with average transmission of 

107.43 MMSCMD. Petrochemical sales increased to 735 KT from 674 KT in 2017-18. Consequently, gross 
revenue of the company from Petrochemicals in FY 18-19 increased by 15%. In the LPG Transmission 
segment, throughput of Jamnagar-Loni and the Vizag-Secunderabad pipeline networks improved to an overall 

of 3.97 MMTPA from 3.7 MMTPA as compared to previous year. Total liquid hydrocarbon production was about 
1.32 Million Tonnes, of which, almost 90% constituted LPG and Propane. In the Exploration and Production 
segment, Revenue of Rs. 639 Crores has been generated from sale of hydrocarbons from 4 producing blocks 
during the year 2018-19. The total volume sold to City Gas Distribution sector continued to show positive 

growth. GAIL is currently supplying domestic gas to the tune of 13.19 MMSCMD to the City Gas Distribution 
(CGD) sector. 
 

In Q1FY20, GAIL (India) Limited witnessed a growth of 15% in PAT on qoq basis mainly due to better financial 
performance by Gas Marketing, Gas Transmission Segments and Liquid Hydrocarbon segment The Company’s 
PAT for the quarter ending 30th June 2019 stood at Rs. 1,288 crore as compared to Rs. 1,122 crore in Q4 FY 
2018—19. On year on year basis, GAIL’s PAT of Rs 1,288 crore in Q1 FY 2019—20 registered a growth of 2% 

against Profit of Rs 1,259 crore in corresponding quarter of FY 2018-19. Gross Sales of Rs. 18,276 crore in Q1 
FY 2019-20 has increased by 6% from Rs. 17,262 crore in Q1 FY 2018-19. Gross Margin (EBITDA) has seen 
growth of 2% from Rs. 2,363 crore in Q1 FY19 to Rs. 2,410 crore in Q1 FY 20. PBT of Rs. 1,981 crore in Q1 
FY20 is up by 2% from Rs. 1,940 crore in Q1 FY-19. However, in Q1FY20 Petrochemicals segment remained 

under tremendous pressure due to a planned shutdown. 
   
Dr. Ashutosh Karnatak, Chairman & Managing Director, GAlL said the increase in net profit in Q1 FY20 was 

supported by better financial performance in Natural Gas Marketing and Transmission segments which 
outshone a muted performance in Petrochemicals. On consolidated basis, Gross Sales of Rs. 18,445 crore in 
Q1 FY20 has increased by 5% from    Rs. 17,536 crore in Q1 FY19. PAT of Rs. 1,504 crore in Q1FY20 is up by 
4% from Rs. 1,443 crore in Q1 FY 2018-19. 

 
The Company will be a major beneficiary of increase in usage of natural gas in the country and stringent 
pollution control norms. The stock has corrected by more than 30 percent during last one year. The dividend 

yield at CMP is ~5%.  

 

At CMP of Rs. 134.85, the stock trades at a P/E of 10x on FY19 EPS of Rs. 14 (adjusted for bonus issue). We 
recommend a “Accumulate” with a target price of Rs. 156 (10x at estimated FY21 EPS of Rs. 15.6) for 
investors with a horizon of 9-12 months. 

  
  



 

 

 

 

 

Disclosure under SEBI Research Analyst Regulations 2014:  

a) Analyst holding: No  
b) Company holding: No  

c) Directors holding: No  
d) Group/Associates Position: No  
e) Relationship with management: No  
f) Any Compensation Received by our Company/Associate during the last 12 months: No  

g) Our Company/Associate have managed the public offering of securities for the subject Company in the past 
12 months: No 
 

Recommendation parameters for fundamental reports:  

 

Buy – Absolute return of 20% and above  

Accumulate – Absolute return between 15% and above  
Book profits: On achieving the price target given in the research report for a particular Company or on a 
occurrence of a specific event leading to change in fundamentals of the Company recommended 
 

Disclaimer 

Ajcon Global Services Ltd. is a fully integrated investment banking, merchant banking, corporate advisory, stock broking, 

commodity and currency broking. Ajcon Global Services Ltd. research analysts responsible for the preparation of the 
research report may interact with trading desk personnel, sales personnel and other parties for gathering, applying and 
interpreting information.  

Ajcon Global Services Ltd. is a SEBI registered Research Analyst entity bearing registration Number INH000001170 under 
SEBI (Research Analysts) Regulations, 2014.  

Individuals employed as research analyst by Ajcon Global Services Ltd. or their associates are not allowed to deal or trade 
in securities that the research analyst recommends within thirty days before and within five days after the publication of a 
research report as prescribed under SEBI Research Analyst Regulations.  

Subject to the restrictions mentioned in above para, We and our affliates, officers, directors, employees and their relative 
may: (a) from time to time, have long or short positions acting as a principal in, and buy or sell the securities or 
derivatives thereof, of Company mentioned herein or (b) be engaged in any other transaction involving such securities and 
earn brokerage.  

Ajcon Global Services Ltd. or its associates may have commercial transactions with the Company mentioned in the 
research report with respect to advisory services.  

The information and opinions in this report have been prepared by Ajcon Global Services Ltd. and are subject to change 

without any notice. The 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 Ajcon Global Services Ltd. While we would 
endeavour to update the information herein on a reasonable basis, Ajcon Global Services Ltd. is under no obligation to 
update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent 
Ajcon Global Services Ltd. from doing so. This 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 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 report at the same time. Ajcon Global 
Services Ltd. will not treat recipients as customers by virtue of their receiving this report. Nothing in this 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 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. Ajcon Global Services Ltd. accepts no 
liabilities whatsoever for any loss or damage of any kind arising out of the use of this 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. Ajcon Global 
Services Ltd. 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. 

Ajcon Global Services Ltd. encourages independence in research report preparation and strives to minimize conflict in 
preparation of research report. Ajcon Global Services Ltd. or its analysts did not receive any compensation or other 
benefits from the companies mentioned in the report or third party in connection with preparation of the research report. 
Accordingly, neither Ajcon Global Services Ltd. nor Research Analysts have any material conflict of interest at the time of 
publication of this report.  
 

It is confirmed that Akash Jain – MBA (Financial Markets) or any other Research Analysts of this report has not received 
any compensation from the company mentioned in the report in the preceding twelve months. Compensation of our 
Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.  
 
Ajcon Global Services Ltd. or its subsidiaries collectively or Directors including their relatives, Research Analysts, do not 
own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding 

the publication of the research report.  
 
It is confirmed that Akash Jain – MBA (Financial Markets) research analyst or any other Research Analysts of Ajcon Global 
do not serve as an officer, director or employee of the companies mentioned in the report.  
 
Ajcon Global Services Ltd. may have issued other reports that are inconsistent with and reach different conclusion from the 
information presented in this report.  

 
Neither the Research Analysts nor Ajcon Global Services Ltd. have been engaged in market making activity for the 
companies mentioned in the report.  

We submit that no material disciplinary action has been taken on Ajcon Global Services Ltd. by any Regulatory Authority 
impacting Equity Research Analysis activities. 

Analyst Certification 

I, Akash Jain MBA (Financial Markets), research analyst, author and the names subscribed to this report, hereby certify 

that all of the views expressed in this research report accurately reflect our views about the subject issuer(s) or securities. 
I also certify that no part of compensation was, is, or will be directly or indirectly related to the specific recommendation(s) 
or view (s) in this report.     

For research related queries contact:   
 
Mr. Akash Jain – Vice President (Research) at, 022-67160431 (D) 
 
CIN: L74140MH1986PLC041941 
 
SEBI registration Number:  INH000001170 as per SEBI (Research Analysts) Regulations, 2014. 
 
Website: www.ajcononline.com 

 
Registered and Corporate office 
408 - (4th Floor), Express Zone, “A” Wing, Cello – Sonal Realty, Near Oberoi Mall and Patel’s, Western Express Highway, Goregaon (East), 
Mumbai – 400063. Tel: 91-22-67160400, Fax: 022-28722062 
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