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Riding Bodacious | Cashing the chaotic Brent

Rodeo or bull-fighting is considered one of the most dangerous organized sports. | am sure you can imagine handling an
unpredictable ~900kg mass and what it can do to you if you get caught on its wrong side! In the rodeo world, Bodacious has been
recognized as the most dangerous. Forecasting crude oil prices, has also been like riding Bodacious. Crude oil prices are a result of
complex multi-dimensional factors in addition to demand and supply- geo-political developments, unplanned disruptions, actions
by OPEC+, and outlook on renewables.

As global economy takes a beating due to tariff wars, OPEC+ announced intent to raise its production by 411kbopd in May'25 and
then by similar quantity in Jun25. As a result, Brent, which stood at USD79/bbl in FY25, declined to USD67/bbl in Apr'25 and has
come down to ~USD60/bbl currently. While we do believe that Brent is likely to rise to ~USD70/bbl led by expected decline in
Venezuelan and Iranian oil production which are facing increasing sanctions, it is worthwhile to call out possible beneficiaries if
Brent were to defy our stand. In addition to below, it may also be noted that each decline of USD10/bbl results in ~USD45mn/day
saving in our import bill. Additionally, it may be noted that if OMCs cut diesel prices, then transportation costs would decline across
sectors and would also help in reducing the inflation.

Aviation | Indigo to benefit

After increasing by 4.0% QoQ to ~Rs93.7 per litre in Q4FY25 (blended average across Delhi, Kolkata, Mumbai, and Chennai), ATF
prices declined to Rs89.4 per litre in Apr-25. The fall continued in May'25, with a 4.3% MoM decline to Rs85.5 per litre. If we assume
fuel CASK of Indigo mimics the ATF price, we end up with a figure in the range of ~Rs1.54-1.55 for 1QFY26E. If RASK remains the
same as base quarter (Q1FY25) gross spread would expand to Rs3.85 in Q1FY26E from Rs3.62 in Q1FY25. Remain Positive.

Capital goods | Adverse impact due to possibility of delays in O&G/renewables projects

L&T has significant exposure to the Middle East in hydrocarbon and renewable segments, accounting for ~30% of the total group
revenue in 9MFY25. The Middle East accounted for 33% of the total order intake in 9MFY25 while the total order book from Middle
East stood at Rs2.0trn (~35% of total OB) at the end of Dec'24. In our view, order intake for L&T's hydrocarbon business from the
Middle East might get impacted if the Brent crude pricing is sustained at a lower level as it may result in lower capex announcements
in the region. Furthermore, the existing ongoing projects might also face some delays given L&T's significant exposure to the Middle
East in last couple of years. Similarly, EIL would also be adversely impacted.

Exhibit 1: L&T's exposure to ME

Rs bn FY23 FY24 9MFY25
Revenue 238 486 544
% of Total 13% 22% 30%
Order Intake 438 1,151 881
% of Total 19% 38% 33%
Order Book 959 1,665 1,975
% of Total 24% 35% 35%

Source: Company, PL
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Oil & Gas | OMCs to benefit, if...

Gross marketing margins on petrol and diesel stood at Rs10.4/lit and Rs6.5/lit respectively in Q4FY25. They have risen to Rs12.3/lit
and Rs9.7/lit respectively in Apr'25. Ceteris paribus, gross marketing margins on auto fuels would increase with decline in Brent.
Every USD1/bbl results in ~50p/lit change in gross marketing margins. However, will the OMCs pass on these to end consumers or
will the government in order to boost its financials, may raise excise even further, is a difficult question to answer. CGDs, which
have witnessed margin pressure due to cut in APM gas allocation, could see marginal improvement with decline in Brent linked gas
cost. Castrol (not under coverage) in particular could benefit from decline in base oil prices as their brand commands pricing power.

On the other hand, upstream companies like ONGC and Oil India would be adversely impacted. Every USD5/bbl decline in Brent
result in 8-10% decline in their EPS.

Pharma | marginally positive

Our interactions with the companies suggest that there would be limited positive impact of decline in crude oil prices through

improvement in packaging, logistics and certain key raw materials. Margins of Indian pharmaceutical companies are expected to
witness marginal improvement only.

Cement | lower petcoke prices to aid margins

Prices of petcoke, a crude oil derivative, have already started showing weakness. This would lower cost for cement companies.

Additionally, 70-75% of cement transportation is through roadways. If diesel prices are cut, it would lower freight cost.
Exhibit 2: Petcoke prices decline

Exhibit 2: Petcoke prices to aid margins

Pet Coke, CNF Vizag, US, 6.5% Sulphur
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FMCG/Paints | Pricing remains the key

Paint companies would stand to win with decline in raw material prices. However, looking at the aggravated competitive intensity,
it remains to be seen what pricing action they take going forward. Pidilite should gain from lower prices of inputs like VAM/
packaging and other inputs, which are oil based. Detergent manufacturers can gain from any potential decline in prices of LAB and
most FMCG companies use crude-based inputs, in addition packaging cost (HDPE/LDPE/ Flexible packaging) are all crude based.

However, the benefits will flow down only if the prices remain soft for an extended period and the impact will be visible after a lag
of 3 months at least.
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Building Materials | Indirect Benefits from Brent Decline for P&F Companies

A decline in Brent crude prices indirectly benefits Pipe & fittings (P&F) companies. One of the major RM for P&F companies is PVC
resin, whose prices tend to correct in tandem with falling crude oil prices. While the impact of RM price changes is typically passed
through (limiting direct margin benefits), the correction in PVC resin prices can drive volume growth, as end-product prices become

more competitive.

Specialty chemicals | lack of pricing power

Most of the chemical companies depend on crude oil derivates like phenol, benzene, toluene etc. However, most of the Indian
chemical companies do not have pricing power and are unlikely to benefit from falling crude oil prices.

But why we believe Brent could rise to ~USD70/bbl soon

Iran and Venezuela are two “trump” cards which we believe could take oil prices up from here. The US has been very vocal in its
stance on complete ban on exports of Iranian crude. In 2011/12, a series of sanctions were placed on Iran, which resulted in its
production declining from ~3.8mnbopd to ~2.5mnbopd. In 2023, China imported 90% of Iranian crude. Now that US-China tariff
resolution appears on the horizon, it may come at the cost of reduced Chinese import of Iranian oil. Additionally, US has already
cancelled its license to Shell and BP for their projects in Venezuela. Reports suggest that Chevron may also witness same in
Venezuela. With these, it is expected that Venezuelan crude output may drop from ~Tmnbopd currently to ~0.5mnbopd.

Low crude oil prices are favoured neither by the US nor OPEC+. For OPEC+, majority of the GDP comes from oil while for the US,
significant amount of shale would become unviable thereby raising dependence on imported crude oil.

In our view, OPEC+ has raised production in May'25 by 411kbopd and again for Jun'25 by another 411kbopd in anticipation of these
and unplanned outages. However, if OPEC+ were to continue supplying, Brent could fall even further since OPEC+ has a spare

capacity of ~4-5mnbopd.

Exhibit 3: Brent nosedives to ~USD60/bbl
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Source: Industry, PL
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Exhibit 4: Iranian oil output could be adversely impacted due to US sanctions (mnbopd)
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Exhibit 5: Venezuelan crude output faces decline due to sanctions (mnbopd)

Venezuela |
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Exhibit 6: OPEC+ surplus capacity (mnbopd)

OPEC Total Spare Crude QOil Production Capacity

- Gg-lenW
- ¥2-ae4
- gg-uer
- 12-28q
- 02-roN
- 6L-390
- gl-dos
L /LBy
F9l-Inr
L GL-unr
- pL-Ael
L EL-idy
L 2L-tel
- LL-ae4
- ol-uer
- 80-930
- L0-"ON
L 90-320
- G0-des
L $0-bny
- €0-Inr
- 20-unr
- 10-Ae
L 00-1dy
- 66-1eW

- 86-9°4

9.0
80

7.0 -

6.0 -

50 4
4.0

30 A

20 4

10 A

Le-uer

Source: EIA, PL

May 6, 2025



EsTD

INSTITUTIONAL

PL Capital

prasuuoas LitLaoner | EQUITIES India Strategy
Analyst Coverage Universe
Sr.No. Company Name Rating TP (Rs) Share Price (Rs)
1 Aarti Industries Reduce 330 356
2 Bharat Petroleum Corporation Reduce 267 31
3 Bharti Airtel Accumulate 1916 1,720
4 Clean Science and Technology Hold 1,224 1,167
5 Deepak Nitrite Reduce 1,645 1,835
6 Fine Organic Industries BUY 4,798 3,960
7 GAIL (India) Accumulate 185 169
8 Gujarat Fluorochemicals Reduce 3,328 3,671
9 Gujarat Gas Hold 395 393
10 Gujarat State Petronet Hold 288 288
" Hindustan Petroleum Corporation Sell 322 395
12 Indian Oil Corporation Reduce 122 143
13 Indraprastha Gas Sell 150 185
14 Jubilant Ingrevia Hold 616 604
15 Laxmi Organic Industries Reduce 160 169
16 Mahanagar Gas Accumulate 1,393 1,316
17 Mangalore Refinery & Petrochemicals Sell 109 129
18 Navin Fluorine International Accumulate 4,454 3,880
19 NOCIL Reduce 156 166
20 Oil & Natural Gas Corporation BUY 264 220
21 Oil India BUY 659 343
22 Petronet LNG Reduce 248 278
23 Reliance Industries Accumulate 1,482 1,300
24 SRF Hold 2,780 2,721
25 Vinati Organics Accumulate 1,620 1,459
PL’'s Recommendation Nomenclature
Buy : >15%
Accumulate : 5% to15%
Hold : +5% to -5%
Reduce -5% to -15%
Sell : < -15%
Not Rated (NR) : No specific call on the stock
Under Review (UR) . Rating likely to change shortly
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ANALYST CERTIFICATION
(Indian Clients)

We/I Mr. Swarnendu Bhushan- IIT, MBA Finance Research Analysts, authors 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. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the
specific recommendation(s) or view(s) in this report.

(US Clients)

The research analysts, with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in this research report accurately
reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their compensation was, is or will be directly related to the specific
recommendation or views expressed in this research report.

DISCLAIMER

Indian Clients

Prabhudas Lilladher Pvt. Ltd, Mumbai, India (hereinafter referred to as “PL") is engaged in the business of Stock Broking, Portfolio Manager, Depository Participant and distribution for
third party financial products. PL is a subsidiary of Prabhudas Lilladher Advisory Services Pvt Ltd. which has its various subsidiaries engaged in business of commodity broking,
investment banking, financial services (margin funding) and distribution of third party financial/other products, details in respect of which are available at www.plindia.com.

This document has been prepared by the Research Division of PL and is meant for use by the recipient only as information and is not for circulation. This document is not to be
reported or copied or made available to others without prior permission of PL. It should not be considered or taken as an offer to sell or a solicitation to buy or sell any security.

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy or completeness
of the same. Neither PL nor any of its affiliates, its directors or its employees accepts any responsibility of whatsoever nature for the information, statements and opinion given,
made available or expressed herein or for any omission therein.

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The suitability or
otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an independent expert/advisor.

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or engage in
transactions of securities of companies referred to in this report and they may have used the research material prior to publication.

PL may from time to time solicit or perform investment banking or other services for any company mentioned in this document.

PL is a registered with SEBI under the SEBI (Research Analysts) Regulation, 2014 and having registration number INHOO0O000271.

PL submits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysis activities.
PL or its research analysts or its associates or his relatives do not have any financial interest in the subject company.

PL or its research analysts or its associates or his relatives do not have actual/beneficial ownership of one per cent or more securities of the subject company at the end of the month
immediately preceding the date of publication of the research report.

PL or its research analysts or its associates or his relatives do not have any material conflict of interest at the time of publication of the research report.

PL or its associates might have received compensation from the subject company in the past twelve months.

PL or its associates might have managed or co-managed public offering of securities for the subject company in the past twelve months or mandated by the subject company for
any other assignment in the past twelve months.

PL or its associates might have received any compensation for investment banking or merchant banking or brokerage services from the subject company in the past twelve months.

PL or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject
company in the past twelve months

PL or its associates might have received any compensation or other benefits from the subject company or third party in connection with the research report.

PL encourages independence in research report preparation and strives to minimize conflict in preparation of research report. PL or its analysts did not receive any compensation or
other benefits from the subject Company or third party in connection with the preparation of the research report. PL or its Research Analysts do not have any material conflict of
interest at the time of publication of this report.

It is confirmed that Mr. Swarnendu Bhushan- IIT, MBA Finance Research Analysts of this report have not received any compensation from the companies 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.

The Research analysts for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and
its or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.

The research analysts for this report has not served as an officer, director or employee of the subject company PL or its research analysts have not engaged in market making activity
for the subject company

Our sales people, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary
to the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations expressed
herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest.

PL and its associates, their directors and employees may (a) from time to time, have a long or short position in, and buy or sell the securities of the subject company or (b) be
engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the subject company
oract as an advisor or lender/borrower to the subject company or may have any other potential conflict of interests with respect to any recommendation and other related information
and opinions.

US Clients

This research report is a product of Prabhudas Lilladher Pvt. Ltd., which is the employer of the research analyst(s) who has prepared the research report. The research analyst(s)
preparing the research report is/are resident outside the United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are
not subject to supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules
or regulations regarding, among other things, communications with a subject company, public appearances and trading securities held by a research analyst account.

This report is intended for distribution by Prabhudas Lilladher Pvt. Ltd. only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act,
1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major
Institutional Investor as specified above, then it should not act upon this report and return the same to the sender. Further, this report may not be copied, duplicated and/or
transmitted onward to any U.S. person, which is not the Major Institutional Investor.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct certain business with Major
Institutional Investors, Prabhudas Lilladher Pvt. Ltd. has entered into an agreement with a U.S. registered broker-dealer, Marco Polo Securities Inc. ("Marco Polo").

Transactions in securities discussed in this research report should be effected through Marco Polo or another U.S. registered broker dealer.

Prabhudas Lilladher Pvt. Ltd.
3rd Floor, Sadhana House, 570, P. B. Marg, Worli, Mumbai-400 018, India | Tel: (9122) 6632 2222 Fax: (91 22) 6632 2209
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