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Global oil prices to ease down amidst fears of recession 
 
The decline in energy prices seen since mid-Jun-22 is expected to continue in the face of weak global economic growth.  Oil prices have 

witnessed significant volatility since Covid-19 outbreak while Russia’s invasion of Ukraine has added further uncertainty to markets in 2022.  

Given the prevailing high fuel prices coupled with inflation and economic downturn, EIA expects fuel demand to decline in the upcoming 

months which may ease the global oil prices. During the month, global Brent oil has crashed to USD 99.0 per barrel from its recent high of USD 

124.0 per barrel. However, with the low oil inventory level, we expect global prices to hover at current levels up until the end of 2022E.   

However, reduced exports of refined petroleum products from Russia due to less global refining capacity and extended Covid-19 restrictions in 

China have dampened the available supply of refined petroleum products and have led to higher retail prices for gasoline and diesel fuel. 

 

Impact to LIOC 
 
Historically, LIOC’s margins have been impacted by the volatility in global crude oil prices, losses incurred pre implementation of fuel price 

revision formula and LKR depreciation. Thus, developments in the global crude oil and domestic petroleum industry are crucial elements in 

determining LIOC’s prospects. We expect LIOC margins to be stable in the forthcoming quarters as we expect global refined oil prices to remain 

at the 1Q2022 level until the end of 2023E. Moreover, the upward price revision has been positively reflected in LIOC's latest quarter (4QFY22) 

bottom line where the company has recorded an abnormal profit as inventory purchased at a lower cost has been sold at a higher price. 

Considering the healthy relationship with suppliers, strong order book and augmented inflow from other segments we believe LIOC to continue 

to expand its revenue while maintaining profit margins in FY23E.  
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Global Refined Oil (USD/Barrel) 2021-2023E  

Fair Value Estimates [FY23E]  
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*Note: LIOC’s fair value is estimated 
at LKR 124.0 and a range of LKR 91.0 
to LKR 148.0 at an average PER of 7x. 

Worst Case Base Case Best Case

Current Price LKR 84.9
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Expected fair value 
LKR 124.00 

Undervalued 
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Peer Comparison - Global 
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LKR 63.2Bn 

Best Case 

LKR 104.9Bn 

0 1,000 2,000 3,000 4,000

1QFY23E Profitability

Worst case Base case Best case

Worst Case 

LKR 2.3Bn 

Best Case 

LKR 3.7Bn 

0 50,000 100,000 150,000 200,000 250,000 300,000 350,000

FY23E Full Year Revenue

Worst case Base case Best case

Worst Case 

LKR 191.4Bn 
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LKR 11.3Bn 
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LKR 6.9Bn 

*Positive Outlook  

LIOC expects to obtain 50 to 60 sheds of CPC and currently awaiting for an approval from the Ministry of Power and Energy. The 

potential acquisition may provide nearly 25% upside in the topline where the total fuel market share of LIOC is also expected to 

increase by another 5%-6% by the end of FY23E. (Market share in 2021- c.20%) 

   

Jan-22 Feb-22 Mar-22 Apr-22 May-22 Jun-22 Jul-22

Octane 92 Petrol 177.0      184.0      254.0      338.0      420.0      470.0      450.0      

Auto Diesel 121.0      124.0      214.0      289.0      400.0      460.0      440.0      

Price revision of LIOC Fuels in 2022 

Company Country Mkt Cap (LKR' Bn) Enterprise Value (Bn)     D/E ROE       P/E       P/B 

Lanka IOC PLC Sri Lanka 38.28                        41.73                             106.51       21.8% 7.94        1.58        

Hengyuan Refining Co Bhd Malaysia 99.92                        144.54                          73.77         5.5% 10.78      0.62        

Par Pacific Holdings Inc USA 335.33                     582.66                          779.99       -77.7% N/A 7.37        

Esso Thailand PCL Thailand 386.18                     666.96                          132.71       35.7% 5.15        1.54        

Bangchak Corp PLC Thailand 442.02                     1,055.17                       110.58       21.2% 4.51        0.87        

IRPC PCL Thailand 647.40                     1,042.58                       66.76         12.4% 6.28        0.73        

Thai Oil PCL Thailand 1,031.52                  2,558.84                       157.24       13.6% 6.31        0.81        

Hindustan Petroleum Corp Ltd India 1,508.02                  3,168.24                       117.13       18.4% 4.55        0.80        

Ampol Ltd Australia 1,940.08                  2,230.81                       67.63         18.6% 14.33      2.60        

S-Oil Corp South Korea 2,836.14                  4,049.07                       84.04         27.6% 5.58        1.36        

Bharat Petroleum Corp Ltd India 3,053.46                  5,294.12                       124.33       22.2% 5.62        1.27        
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About us:

EQUITY SALES

This Review is prepared and issued by First Capital Holdings PLC based on information in the public domain, internally developed and other sources, believed to be correct. Although all  reasonable care has 

been taken to ensure the contents of the Review are accurate, First Capital Holdings PLC and/or its Directors, employees, are not responsible for the accuracy, usefulness, reliability of same. First Capital

Holdings PLC may act as a Broker in the investments which are the subject of this document or related investments and may have acted on or used the information contained in this document, or the

research or analysis on which it is based, before its publication. First Capital Holdings PLC and/or a connected person or associated person may also have a position or be otherwise interested in the

investments referred to in this document. This is not an offer to sell or buy the investments referred to in this document. This Review may contain data which are inaccurate and unreliable. You hereby waive

irrevocably any rights or remedies in law or equity you have or may have against First Capital Holdings PLC with respect to the Review and agree to indemnify and hold First Capital Holdings PLC and/or its
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distributed or published in whole or in part by any means to any other person for any purpose without prior permission. 
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RESEARCH

This report providing a snapshot of fixed income, equity and unit trust is composed and circulated by First Capital Holdings PLC an investment bank in Sri Lanka. The company operates in the capital

market of Sri Lanka with operations in government securities - treasury bills and bonds, stock brokering and share market investments, asset management, private wealth management, retirement planning,

personal financial planning, unit trust, margin trading, capital market research, trustee services, corporate finance advisory services including corporate debt structuring (debentures, trust certificates,

commercial papers), valuations, restructuring, mergers and acquisitions, initial public offerings (IPOs) and project advisory. The First Capital Group consists of First Capital Treasuries PLC, First Capital

Limited, First Capital Markets Limited, First Capital Asset Management Limited and First Capital Equities (Private) Limited covering Colombo, Negombo, Matara, Kandy and Kurunegala. 
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