
Lower operational income and exchange fluctuation losses drag profitability margins 
 
Owing to under recoveries (Rs 5515 crore) and loss of Rs 862 crore incurred on account of currency fluctuations, EBITDA margin in Q1FY11 declined 
by 520 bps to 59.3%. Each barrel of oil sold during the current quarter fetched 22.6% lower price to ONGC as compared to same period in the last 
year. Meanwhile, due to lower operating margin, net margin for Q1FY11 declined by 550 bps. However, with decontrol of petrol prices and hike in gas 
price, we expect company to post better margins for the latter part of year. 
 
                                                           Subsidy Impact on Profit                      (In Rs Crores) 

Details Q1FY09  Q1FY09  FY10 FY09 FY08 
Gross Discount 5,515 429 11,554 28,225 22,001 
Impact on Statutory Levies 790 63 1,629 4,292 1,942 
Impact on Profit Before Tax 4,725 366 9,925 23,933 20,059 
Impact on Profit After Tax 3,119 242 6,551 15,798 13,241 

 
New discoveries, investment in renewable resources and MRPL to offer significant revenue streams 
 
During the quarter ONGC made 5 new oil discoveries. Aided by these new discoveries the company aims to ramp up both its oil and gas production 
capacities. Besides this, with the investment of Rs 650 crore the company has planned to set up 102 MW wind farm in Rajasthan to be commissioned 
by Sep 2011. Meanwhile, with the installation of SPM at New Mangalore Port, the company has enhanced coastal infrastructural facilities for MRPL. It 
will enable MRPL to receive crude in VLCC (Very Large Crude Carriers) tankers 
 
Valuation and recommendation 
 
At CMP of Rs 1276.5 the stock is trading at 10.3x of its FY 12 earnings of Rs 124.4. With its production likely to increase and better realization in few 
years, we recommend a ‘BUY ’on stock at CMP. 
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