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Refining Tailwinds Strengthen Earnings Momentum

Broad-based Q1FY27 outperformance reinforces sector momentum: CPCL
delivered 84.8% YoY growth in revenue to INR 274 Bn (vs CIE estimate of INR
243 Bn), while EBITDA surged 1,476.4% YoY to INR 15,549 Mn (vs CIE estimate
of INR 15,670 Mn). MRPL reported 120.4% YoY topline growth to INR 382 Bn (vs
CIE estimate of INR 307 Bn), with EBITDA up 633.7% YoY at INR 13,176 Mn (vs
MRPL (MRPL) 177 215 BUY CIE estimate of INR 13,708 Mn). Meanwhile, Gulf Qil surprised positively, with
revenue rising 32.5% YoY and 26.9% QoQ to INR 13,204 Mn (vs CIE estimate of
INR 11,013 Mn), while EBITDA increased 34.6% YoY and 26.1% QoQ to INR
1,704 Mn (vs CIE estimate of INR 1,399 Mn).

Recommendation

CPCL (MRL) 1394 1,540 BUY

Gulf Oil Lubricants (GOLI) 1,140 | 1,525 BUY

Geopolitical Friction and Depleted Inventory Hubs Support Global Distillate
Cracks: Global middle distillate fundamentals are tightening sharply as structural
supply shortfalls coincide with geopolitical disruption and depleted inventory.
Europe continues to face a persistent deficit, exacerbated by reduced refinery
throughput in the Middle East and elevated shipping risk around the Strait of
Hormuz. At the same time, Russia's ability to bridge this gap remains limited, with
refinery operations continuing to be affected by drone attacks. While the US
refiners are operating at near-record distillate production levels, robust export
demand from Europe and South America is drawing significant volumes out of
the domestic market, leading to a steady erosion of the US inventory. With
storage levels across major trading hubs in Europe and Singapore already
hovering near minimum operational thresholds, the global distillate market has
little buffer left to withstand any additional supply disruption.

IRelative Performance (%)

Supportive Diesel Cycle Strengthens CPCL and MRPL Investment Case: We
expect diesel cracks to remain structurally strong through FY27 as the global
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days of raw material inventory, lower-cost stock from prior periods protected
margins in this quarter. Consequently, both Castrol and Gulf warned that full

Preferred Long-term Investment Ideas impact of feedstock inflation would be delayed and flow more noticeably into
subsequent quarters, making pricing vigilance and strategic price hikes essential
next steps.

CPCL Q1FY27 Result Update MRPL Q1FY27 Result Update
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cPCt MRBRPL
TP: 1,540| Upside: 10.5% TP: 215 | Upside: 21.5%

Middle Distillate Strength: Poised to benefit from
structurally higher diesel cracks

Crude flexibility and trading amplify MRPL’s margin upside

SAF mandates unlock premium earnings growth for CPCL Forward integration into retail strengthens resilience
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Overview of companies under Energy coverage

CPCL EBITDA margins recover from FY25 low and expand to CPCL Net profit expected to grow ~25% CAGR over FY26-
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Q1FY27 Result Update
Revenue for Q1FY27 was up 84.8% YoY and 62.7% QoQ at
INR 274 Bn (vs CIE estimate of INR 243 Bn)

EBIDTA for Q1FY27 was up 1,476.4% YoY and down 23.6%
QoQ at INR 15,549 Mn (vs CIE estimate of INR 15,670 Mn).
EBITDA margin stood at 5.7%, up 502 bps YoY (vs CIE
estimate of 6.5%)

Adjusted PAT for Q1FY27 was INR 9,928 Mn against a loss
of INR 401 Mn in Q1FY26. Adjusted PAT for Q1FY27 was
down 30.2% QoQ at INR 9,928 Mn (vs CIE estimate INR
9,539 Mn). Adjusted PAT margin improved 404bps YoY,
reaching 3.8% (vs CIE estimate of 3.9%)

Revenue for Q1FY27 was up by 120.4% YoY and up by
59.7% QoQ at INR 382 Bn (vs CIE estimate INR 307 Bn)

EBIDTA for Q1FY27 was up by 633.7% YoY and down by
26.1% QoQ at INR 13,176 Mn (vs CIE est. INR 13,708 Mn).
EBITDA margin stood at 3.4%, up by 241 bps YoY (vs CIE
est. of 4.5%)

Adjusted PAT for Q1FY27 was INR 4,739 Mn against loss of
INR 2,707 Mn in Q1FY26. Adjusted PAT for Q1FY27 was up
305.4% QoQ at INR 4,739 Mn (vs CIE est. INR 2,129 Mn).
Adjusted PAT margin improved 403 bps YoY, reaching 2.5%
(vs CIE est. 0.7%)

Revenue was up by 32.5% YoY and 26.9% QoQ at INR
13,204 Mn (vs CIE estimate of INR 11,013 Mn)

EBIDTA was up 34.6% YoY and 26.1% QoQ at INR 1,704
Mn (vs CIE estimate of INR 1,399 Mn). EBITDA margin
stood at 12.9%, expanded by 20 bps YoY (vs CIE estimate
of 12.7%)

PAT was up 31.9% YoY and 41.7% QoQ at INR 1,275 Mn

(vs CIE estimate of INR 984 Mn). PAT margin contracted by
4 bps YoY, reaching 9.7% (vs CIE estimate of 8.9%)
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View

We maintain our ‘BUY’ rating while raising our target
price from INR 1,265 to INR1,540. We have revised our
FY27E/28E for Revenue, EBITDA, PAT by -2%/0%,
10%14%, 10%/14%, respectively, as we now expect
product cracks to be better than our previous
assumptions. We have lowered terminal growth rate
from 3.0% to 1.5% as we project pressure on global
diesel demand in the next decade to be higher than our
previous estimate. On the strength of the above, we
raise our TP to INR 1,540/sh, up from INR 1,265/sh,
and maintain a ‘BUY’ rating on the stock.

We maintain our BUY rating while maintaining our target
price of INR 215. We have revised up our FY27E/28E
Revenue/EBITDA by 5%/2%/5% on the back of stronger
product pricing as compared to our previous
assumptions. MRPL is uniquely positioned to monetize
global crude dislocations through its high complexity
refinery and flexible crude sourcing. Its strong middle
distillate dominance, forward retain integration.

We maintain our BUY rating with a target price of INR
1,525. The investment case remains underpinned by
sustained market share gains, brand-led distribution
expansion and industry-leading B2C growth. Sticky retail
pricing and disciplined execution is estimated to support
resilient margin, enabling the company to consistently
outperform the lubricants industry average over the
medium term.

Source: Company, Choice Institutional Equities
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Brief insights on preferred long-term investment ideas

CPCL

Key Financials

FY25 FY26 FY27E FY28E FY29H]

Revenue 711 786, 1,074 983 951
YoY (%) -10% 11% 37%, -8% -3%
EBITDA 10 48 68 87 90
EBITDAM % 14% 6.1% 6.4% 8.8% 9.4%
PAT 2 31 47 60 62
ROE % 2.5% 32.1%36.6.4% 36.3% 29.8%
ROCE % 52% 33.3% 39.3% 39.9% 34.0%
PE(x) 42.8 7.4 4.9 3.8 3.7
EV/EBITDA 93.0 48.5 33.7 26.3 24.8

Source: CPCL, Choice Institutional Equities

MRPL

Key Financials

FY25 FY26 FY27E FY28E FY29E

Revenue 947 887 1,329 1,314 1,180
YoY (%) 5% 6%  50% 1% -10%
FBITDA 23 62 122 222 229
EBITDAM % 2% 7% 9% 7%  19%
Adj PAT 119 77 152 158
ROE % 04% 14.2%  434% 54.2% 37.5%
ROCE % 51% 18.1%  35.1% 53.0% 42.9%
PE(x) 4198 164 40 20 19
EV/EBITDA 48 198 63 21 05

Source: MRPL, Choice Institutional Equities

Chennai Petroleum Corporation Ltd: Rating: BUY | Target Price — INR 1,540

Distillate Strength Anchors Durable Margin Expansion: CPCL is a prime
beneficiary of a structural higher-for-longer diesel crack regime, leveraging its
industry-leading 53% HSD turnover share (vs. peers at 44-47%). Following the
Russian fuel ban and ~30 European refinery closures, diesel cracks are
projected to recalibrate from a USD 9/bbl trough in CY24 to a sustained USD 20—
22/bbl equilibrium through CY29. Operationally, CPCL has achieved a structural
breakout by migrating from the 2nd Quartile (2022) to the Solomon Top
Quartile (2024) in Energy Intensity, driven by a 5% efficiency CAGR which
yields a permanent USD 0.80/bbl cost advantage. Supported by an asset-light
IOCL distribution model that maximises free cash flow, CPCL's GRMs are
forecast to rebound from USD 9.28/bbl in FY26 to a durable ~USD 13/bbl
baseline through FY29E, offering a superior, ROCE-accretive profile for investors.

From Bottom Destruction to Margin Expansion - Unlocking Superior
Returns: CPCL’'s ~9.7 complexity enables a broader crude slate, including
heavier, high-sulphur grades, strengthening differential arbitrage. Its 2.2-Mtpa
DCU and revamped OHCU convert heavy bottoms into diesel, naphtha and
LPG, directly attacking the low-value tail of the barrel and lifting distillate
yields. While realisation tracks global benchmarks, volumes are anchored by
India’s structural diesel demand, keeping utilisation high. The hydrocracker
revamp adds Group II/lll base oils with margin near ~USD 50/b versus diesel’s
USD 10-25/b. Though volumes are smaller, offtake visibility is strong. With a
~30% median payout ratio, CPCL balances shareholder returns and
reinvestment, reinforcing disciplined, high-yield refining economics.

View and valuation: We expect CPCL to deliver significant
Revenue/EBITDA/PAT CAGR of 6.6%/23.5%/25.8% over FY26-29E,
respectively. We maintain our ‘BUY’ recommendation on CPCL and had raised
our target price from INR 1,265 to INR1,540 on the basis of our DCF valuation.
This equates to an implied PE of 3.8x and 3.7 on FY28 and FY29 EPS
respectively.

Mangalore Refinery And Petrochemicals Ltd: Rating: BUY | Target Price:
INR 215

Crude Dislocations Drive Disproportionate Margin Upside: MRPL’s high
complexity and ~270+ approved crude grades expand its arbitrage set, allowing it
to pivot into discounted heavy barrels and capture geopolitical dislocation value
while underpinning robust throughput. This, combined with a structurally high
export share (~33-37% of revenues), sustains elevated utilisation and drives
stronger mid-cycle cash flows. The Integrated Trading Desk further amplifies
earnings by leveraging volatility across feedstocks, freight and exports.

Distillate Dominance Elevates Margin Quality: The firm’'s strong middle-
distillate orientation — with ~41% diesel and ~17% jet — positions its output
toward segments that typically earn stronger global refining margins. Building
on this product mix advantage, scaling sustainable aviation fuel (SAF)
provides first-mover advantage. Complementing these structural advantages,
low FX exposure from RTP-linked pricing aligns dollar-based costs and
realizations, providing a natural hedge that enhances earnings visibility and
strengthens overall margin resilience.

View and valuation: We expect Revenue/EBITDA/PAT to expand at a CAGR of
10.0%/54.3%/101.8% over FY26—-FY29E. We maintain our target price to INR
215 and ‘BUY’ rating on the stock.
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Large Cap*

BUY The security is expected to generate upside of 15% or more over the next 12 months

ADD The security is expected to show upside returns from 5% to less than 15% over the next 12 months
REDUCE The security is expected to show upside or downside returns by 5% to -5% over the next 12 months
SELL The security is expected to show downside of 5% or more over the next 12 months

Mid & Small Cap*

BUY The security is expected to generate upside of 20% or more over the next 12 months

ADD The security is expected to show upside returns from 5% to less than 20% over the next 12 months
REDUCE The security is expected to show upside or downside returns by 5% to -10% over the next 12 months
SELL The security is expected to show downside of 10% or more over the next 12 months

Other Ratings

NOT RATED (NR) The stock has no recommendation from the Analyst

UNDER REVIEW (UR) The stock is under review by the Analyst and rating may change

Sector View

POSITIVE (P) Fundamentals of the sector look attractive over the next 12 months

NEUTRAL (N) Fundamentals of the sector are expected to be in stasis over the next 12 months

CAUTIOUS (C)

*Large Cap: More Than INR 20,000 Cr Market Cap
*Mid & Small Cap: Less Than INR 20,000 Cr Market Cap

Fundamentals of the sector are expected to be challenging over the next 12 months
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Disclaimer & Disclosure

Research Disclaimer and Disclosure inter-alia as required under Securities and Exchange Board of India (Research Analysts) Regulations, 2014

Choice Equity Broking Private Limited is a registered Research Analyst Entity (Reg. No. INH000000222 ) CIN. NO.: U65999MH2010PTC198714. Reg. Add.: Sunil Patodia
Tower, J B Nagar, Andheri (East), Mumbai 400099. Tel. No. 022-6707 9999 . Compliance Officer-Prashant Salian. Tel. 022-6707 9999-Ext. 896. Email-
Compliance@choiceindia.com. Grievance officer-Deepika Singhvi Tel.022-67079999- Ext-834.

Email- ig@choiceindia.com

The Company uses artificial intelligence tools as part of its research process, including data analysis and content generation. Notwithstanding the foregoing, all analysis, views,
and recommendations are independently formulated and duly reviewed by qualified research analysts prior to issuance.

General Disclaimer:

Investment in securities market are subject to market risks. Read all the related documents carefully before investing. Registration granted by SEBI, and certification
from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors

This report (“Report”) is prepared by Choice Equity Broking Private Limited as a Research Entity (hereinafter referred as “CEBPL”) in its capacity as a SEBI-registered Research
Analyst and is intended solely for informational and educational purposes. This Report is meant exclusively for the recipient and shall not be circulated, reproduced, or distributed,
in whole or in part.

This Report does not take into account the specific investment objectives, financial situation, risk profile, or particular needs of any individual or class of investors and does not
constitute a personal recommendation or investment advice. Any views, opinions, or recommendations expressed herein are based on publicly available information and internal
analysis and are subject to change without notice.

Nothing contained in this Report shall be construed as an offer, solicitation, or inducement to buy, sell, or subscribe to any securities, derivatives, or other financial instruments, nor
shall it be considered as investment, legal, accounting, or tax advice. Recipients are advised to conduct their own independent analysis and are encouraged to seek independent
professional advice before making any investment or trading decisions.

The information contained in this Report has been compiled from sources believed to be reliable; however, CEBPL does not represent or warrant the accuracy, completeness, or
reliability of such information. CEBPL, its directors, employees, or associates shall not be liable for any losses, damages, or expenses arising directly or indirectly from the use of
or reliance upon this Report.

Investments in securities are subject to market risks. The price and value of investments and the income from them may fluctuate, and investors may incur losses. Past
performance is not indicative of future results. Opinions expressed herein are as of the date of this Report and may differ from views expressed in other research reports due to
differences in methodology, assumptions, or time horizons.

Disclaimers in respect of Jurisdiction:

This Report is not intended for distribution to, or use by, any person or entity who is a citizen or resident of, or located in, any jurisdiction where such distribution, publication, or use
would be contrary to applicable laws or regulations, or would subject CEBPL to any registration or licensing requirements in such jurisdiction.

No action has been taken or will be taken by CEBPL in any jurisdiction outside India where such action would be required for distribution of this Report. Accordingly, this Report shall
not be directly or indirectly distributed, published, or circulated in any such jurisdiction except in compliance with applicable laws and regulations.

Recipients of this Report are required to inform themselves of, and comply with, all applicable legal and regulatory restrictions at their own expense and without any liability to
CEBPL. Any dispute arising out of or in connection with this Report shall be subject to the exclusive jurisdiction of the competent courts in Mumbai, India.

Disclosure on Ownership and Material Conflicts of Interest:
. “CEBPL”", its Research Analyst(s), their associates and relatives may have any financial interest in the subject company covered in this Research Report.

. “CEBPL”, its Research Analyst(s), their associates and relatives may have actual or beneficial ownership of one percent (1%) or more of the securities of the subject company,
as on the last day of the month immediately preceding the date of publication of this Research Report.

. “CEBPL”, its Research Analyst(s), their associates and relatives may have any other material conflict of interest at the time of publication of this Research Report.

Disclosure on Receipt of Compensation:

. “CEBPL” or its associates may have received compensation from the subject company during the past twelve months.

. “CEBPL” or its associates may have managed or co-managed public offerings of securities for the subject company during the past twelve months.

. “CEBPL” or its associates may have received compensation from the subject company during the past twelve months for investment banking, merchant banking or brokerage services.

. “CEBPL” or its associates may have received compensation from the subject company during the past twelve months for products or services other than investment banking, merchant banking or

brokerage services.

. “CEBPL” or its associates have not received any compensation or other benefits from the subject company or any third party in connection with the preparation or publication of this Research
Report.

. Research Analyst may have served as an officer, director or employee of the subject company covered in this Research Report.

. “CEBPL” and Research analyst may engage in market-making activity in the securities of the subject company.

Copyright:

This research report is confidential and intended solely for the recipient. Unauthorized reproduction, distribution, or disclosure of this report, in whole or in part, in any form
or by any means, without the prior written permission of the Company is strictly prohibited.
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