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IGL CMP:RS 249 TRGT:RS 295 TIME HORIZON: 1 YEAR 

IGL is looking a good buy, as Delhi, where IGL is a monopoly gas distributor, is seeing record levels 
of pollution and Government policies to control pollution appear to be getting more stricter, which is 
expected to boost gas demand growth by —2x of the five-year average. Fossil fuels contribute nearly 
one-third of pollution in Delhi, the world's most polluted city, according to WHO and recent 
announcements by the Delhi government to control pollution will accelerate the switch to gas from 
oil/coal, not just seasonally but also structurally. Announcements over the last one month include 
US$600-1.3k in government subsidies for industry to switch to gas, the banning of 10-15year old 
vehicles in Delhi, and closure of coal/ diesel fired power generators. Further, huge demand is also 
expected to come in from oil to gas conversions for cars/buses and industries, as IGL gas 
connectivity rises by —50% after doubling in the past three years. Also, IGL is innovating and plans to 
install CNG dispensers in the car parks of housing societies. IGL offers superior earnings visibility as 
it sells 75%of its volumes in the stable CNG (transport) segment, which also fosters higher margins 
and lower earnings volatility compared with industrial volumes. Further, Natural gas penetration in 
Delhi transportation remains low at —28% compared to other cities like Beijing, which faced similar 
pollution challenges at 77%. The government has also scrapped the permit requirement for vehicles 
running on alternate fuels like CNG and one must recall that Demand for 3 wheelers in India has seen 
a sharp increase following recent permits in Delhi and Maharashtra. The recent policy should only 
accelerate vehicle conversion. IGL is currently awaiting permission to take piped gas to homes in 
Delhi's cantonment area, which has 30,000 houses of defence personnel and an equal number of 
civilian homes and aims to add more than 2,000 industrial / commercial clients to its existing base of 
3,500 customers. IGL was authorized for the Meerut geographical area in the 9th round of bidding by 
PNGRB. The company is planning capex of Rs500-600mn each year for the next three years for the 
development of a CGD network and expects to achieve a volume of 50,000 scmd over the next five 
years. IGL's Q2FY19 earnings were also quite positive with Revenue rising by 26% to Rs. 1,422 cr, 
as Volumes posted growth of 12.9% YoY at 5.9 mmscmd. Gross margins in Q2FY19 were at I 
10.6/scm and in the past six months, IGL has made appropriate price hikes to counter the rise in 
domestic gas prices and rupee depreciation. Going forward, we believe that given the company's 
good pricing power, IGL will continue to pass on any upward revision in domestic gas prices, 
henceforth, thus, maintaining margins. Stock is trading at a PE of 17.8x on an estimated EPS of Rs. 
14 for FY20 makes it a good buy. Share ruling at Rs. 249 can move to Rs. 295 in 1 year. Buy as an 
investor only. 
DISCLAIMER: This is solely for information of clients of Farsight Securities Ltd. and does not construe to be an investment advice. It is also not intended as an offer or solicitation for the 

purchase and sale of any financial instruments. Any action taken by you on the basis of the information contained herein is your responsibility alone and Farsight Securities Ltd. its 

subsidiaries or its employees or associates will not be liable in any manner for the consequences of such action taken by you. We have exercised due diligence in checking the 

correctness and authenticity of the information contained in this recommendation, but Farsight Securities Ltd. or any of its 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 in this recommendation or any action taken on basis of this 

information. Technical analysis studies market psychology, price patterns and volume levels is used to forecast future price and market movements. Technical analysis is complementary 

to fundamental analysis and news sources. The recommendations issued herewith might be contrary to recommendations issued by Farsight Securities Ltd. in the company research 

undertaken as the recommendations stated in this report is derived purely from technical analysis. Farsight Securities Ltd. has based this document on information obtained from sources 

it believes to be reliable but which it has not independently verified; Farsight Securities Ltd. makes no guarantee, representation or warranty and accepts no responsibility or liability as to 

its accuracy or completeness. The opinions contained within the report are based upon publicly available information at the time of publication and are subject to change without notice. 

The information and any disclosures provided herein are in summary form and have been prepared for informational purposes. The recommendations and suggested price levels are 

intended purely for trading purposes. The recommendations are valid for the day of the report however trading trends and volumes might vary substantially on an intraday basis and the 

recommendations may be subject to change. The information and any disclosures provided herein may be considered confidential. Any use, distribution, modification, copying, forwarding 

or disclosure by any person is strictly prohibited. The information and any disclosures provided herein do not constitute a solicitation or offer to purchase or sell any security or other 

financial product or instrument. The current performance may be unaudited. Past performance does not guarantee future returns. There can be no assurance that investments will 

achieve any targeted rates of return, and there is no guarantee against the loss of your entire investment.  

POTENTIAL CONFLICT OF INTEREST DISCLOSURE (as on date of report) 

 Disclosure of interest statement – • Analyst interest of the stock /Instrument(s): - No. • Firm interest of the stock / Instrument (s): - No. 

MORNING FARSIGHT  


