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17 November 2016 

Underlying earnings rock solid  

● Motor Oil (MOH) has finished another quarter with upbeat numbers. It is not a surprise to 
us, but we felt some discomfort after Hellenic Petroleum’s (ELPE) Q316 results had indicated 
weakening export profitability. MOH’s current cost of supply EBITDA margin jumped by 
cUSD1.35/bbl or 26% qoq (it is also higher in terms of adjusted-for-maintenance-EBITDA 
and production levels in Q216). MOH delivered on all fronts, but three factors particularly 
supported its earnings in Q316: i) very deep realised feedstock discounts and further slate 
diversification contributed between USD0.3-0.5/bbl of additional margin (qoq); ii) strong 
domestic volumes (up by 2% yoy) and a higher overall share of domestic sales in total 
volumes boosted realised premiums in Greece and added cUSD0.3/bbl (qoq) to the margin; 
and iii) over 10% lower refining opex (qoq) despite higher production volumes and capacity 
utilisation (108%) increased the quarterly margin by another cUSD0.2/bbl. Earnings were 
also supported by the narrow heavy fuel differential (crack narrowed by USD30/t qoq). This 
has more than offset weaker gasoline cracks in the quarter (down by USD24/t qoq). In 
summary, the Q316 results do not surprise us, but they are yet another confirmation of 
MOH’s operational flexibility, financial discipline and resilience to the weak macro 
environment. MOH remains our top pick in the European refining sector, offering c8% 
dividend yield and sky-high double-digit FCF yields (c20% in 2016E). Our EUR16 per share 
price target is the highest in the market.   

● Adjusted EBITDA came in at EUR149m in Q316, a 41% increase qoq (14% on an adjusted 
basis for the hydrocracker shutdown in Q216) and a 14% decrease yoy (2015 was a year of 
extraordinary strong refining macro). The strong EBITDA reflects MOH’s improving 
domestic position, which is further underlined by the 20% qoq growth in marketing EBITDA 
(72% yoy). Exports profitability seems stable too, which is a reassuring factor given what we 
saw in ELPE’s numbers, where export margins could have collapsed in the past few quarters.   

● Adjusted refining EBITDA was down by 23% yoy and up by 49% qoq.  Quarterly growth was 
again 14% on an adjusted-for-Q216-maintainace basis.  

● Sales volumes were up significantly by 21% yoy, more than doubling qoq. The largest 
annual increase was in exports, where volumes were up by 33%. Domestic sales were up by 
2% and aviation and bunkering by 10%. Quarterly data is inconclusive due to the 
hydrocracker maintenance shutdown in Q216. Trading volumes (c12% of total sales, c80% 
traded internationally) grew by over 55% qoq and 68% yoy, but given the low realised trading 
margin, the contribution to the overall result was minimal.  

● The reported adjusted refinery margin is up by over 10% qoq (down 26% yoy). We calculate 
the average margin at USD56.2/t in Q316 based on the 6M16 and 9M16 results. The actual 
margin is likely to be higher. The realised trading margin collapsed to only USD2.3/bbl (from 
USD10.6/bbl in 2Q16). Historically, the margin has been volatile and has contributed little to 
MOH’s profitability, so we see no red flags here.  

● Net debt in Q316 decreased by EUR138m. MOH generated an impressive EUR313m free cash 
flow in the quarter. It repaid cEUR74m of borrowings and paid a EUR55m past dividend.  

● MOH is considering acquisition of a large product storage facility in Greece (15% of total 
Greek capacity) which would significantly strengthen MOH’s position in the northern part of 
the country. The potential cost may oscillate around EUR100m. We would like to see the 
company using its cash for this acquisition, otherwise the growing cash pile will become an 
increasingly sensitive topic to discuss with shareholders. 

● Valuation: Our EUR16.00 price target is based on our DCF model. 
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MOH financial and operational data 

P&L                                    EURm 1Q15 2Q15 3Q15 4Q15 1Q16 2Q16 3Q16 qoq yoy

Revenue 1,622 2,035 1,716 1,687 1,285 1,371 1,818 33% 6%

Cost of sales -1,463 -1,828 -1,581 -1,554 -1,124 -1,210 -1,631 35% 3%

Gross profit 159 207 135 133 161 161 187 16% 39%

Distribution expenses -47 -52 -49 -61 -48 -52 -52 1% 6%

Admin expenses -13 -13 -13 -17 -13 -15 -14 -4% 9%

Other -20 15 14 13 -10 25 3 - -

EBIT 79 158 87 68 91 120 124 3% 43%

Refining 67 149 75 65 86 101 102 1% 35%

Marketing 9 10 11 1 6 17 22 - -

Other 3 -1 0 2 -1 1 0 - -

Investment income 1 1 0 0 0 0 1 - -

Share of profit/loss in associates -1 -1 0 -1 -1 1 2 - -

Finance costs -22 -22 -22 -23 -21 -20 -20 1% -9%

Pre-tax profit 57 136 65 45 69 102 107 5% 65%

Income taxes -16 -36 -31 -16 -21 -32 -30 -6% -1%

Net profit 42 100 34 29 49 69 76 10% 126%

Depreciation 25 25 25 25 25 24 25 0% -2%

Refining 19 19 20 19 19 19 19 0% -4%

Marketing 5 6 5 5 5 5 5 0% 4%

Other 1 1 0 0 0 0 0 1% 2%

EBITDA 104 183 112 93 115 144 149 3% 33%

Refining 86 168 95 84 105 120 121 0% 27%

Marketing 15 15 16 6 11 22 27 20% 72%

Other 3 0 1 3 -1 2 1 - -

Inventory G/L -9 15 -61 -60 -12 39 0 - -

EBITDA (adjusted) 113 168 173 153 127 105 149 41% -14%

Refining CCS 95 153 156 144 117 81 121 49% -23%

Marketing 15 15 16 6 11 22 27 20% 72%

Other 3 0 1 3 -1 2 1 - -

Operations 1Q15 2Q15 3Q15 4Q15 1Q16 2Q16 3Q16 qoq yoy

Urals (USD/bbl) 52.9 61.3 49.8 42.4 32.0 44.0 44.0 0% -12%

Brent (USD/bbl) 54.1 61.7 50.4 43.8 33.8 45.6 45.7 0% -9%

Urals differential (USD/bbl) -1.2 -0.4 -0.6 -1.4 -1.8 -1.6 -1.7 6% 183%

Iran heavy differential (USD/bbl) -5.9 -5.6 -4.6 -5.6 -6.1 -6.6 -7.0 6% 52%

Iraq Basrah differential (USD/bbl) -4.9 -5 -4.4 -4.8 -5.0 -4.9 -5.0 2% 14%

Arab medium differential (USD/bbl) -4.8 -4.4 -3.7 -4.6 -5.1 -5.3 -5.7 8% 54%

Med Ural cracks

Gasoline 154 204 205 148 152 179 155 -13% -24%

Naphtha 50 62 43 83 67 61 46 -25% 7%

Diesel 134 128 119 99 75 88 88 0% -26%

HFO -111 -124 -120 -125 -100 -122 -92 -25% -23%

MARGINS 1Q15 2Q15 3Q15 4Q15 1Q16 2Q16 3Q16 qoq yoy

Urals-MED (Reuters), USD/bbl 5.9 4.9 4.8 3.5 3.8 3.1 3.8 23% -21%

Realised refinery margin, USD/t (adjusted) 66.6 67.6 75.5 65.1 66.3 50.9 56.2 10% -26%

Realised trading margin, USD/t 3.0 4.4 7.0 -0.8 10.4 10.6 2.3 -78% -67%

Realised blended MOH margin, USD/t (reported) 62.6 61.8 68.5 57.5 61.0 56.4 44.9 -20% -34%

Refining EBITDA/bbl, reported 4.68 9.18 5.09 4.65 5.76 7.44 6.35 -15% 25%

Refining EBITDA/bbl, CCS 5.16 8.36 8.36 7.96 6.42 5.03 6.35 26% -24%

Sales from refining (kt)

Export 1,952 2,168 2,154 2,213 2,233 1,576 2,863 82% 33%

Domestic 728 392 1,017 148 695 347 1,036 198% 2%

Aviation & bunkering 176 222 429 48 130 214 471 120% 10%

Total throughput 2,917 3,017 3,169 3,293 2,933 2,661 3,028 14% -4%

CUR, % 101% 97% 107% 101% 100% 84% 108%  

Source: Company reports, Berenberg estimates 
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