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D A L A L B Y T E S   V E R D I C T

Strong fit · 4 of 5 pillars pass

The engine's read on Reliance Industries
The five-pillar analysis is DalalBytes' engine for grading a business on the five traits that
compound wealth: a sunrise sector, leadership, a moat, an iron-fortress balance sheet,
and real free cash flow. Reliance passes four of the five as of September 24, 2026. The
sunrise is not one sector but three stacked runways: India's consumption boom, its digital
transformation, and the global energy transition. Leadership is Mukesh Ambani's
unmatched record of decade-scale execution, now formally transitioning to the next
generation. The moat is the execution machine itself, plus Jio's cost architecture and
retail's unmatched scale. The balance sheet is a fortress: 0.57x net debt to EBITDA, Rs
2.47 lakh crore of cash, a Baa1 rating, and promoters buying more. The one partial is free
cash flow: cash profits of Rs 1.71 lakh crore are real, but Rs 1.44 lakh crore of annual
capex consumes most of it, so true free cash flow stays thin in the build years.

Rs 1,219

REFERENCE PRICE

Rs 16.73L cr

MARKET CAP

-22.5%

YTD

80/100

REPORT SCORE

Rs 1,219-1,612

52-WK RANGE

Pillar 1: Sunrise sector

PASS: three stacked runways
Few businesses sit at the intersection of this many runways. Indian private consumption
is in a multi-decade expansion as incomes rise; digital services are still early in
monetization (Jio's ARPU of Rs 215.6 has a long road ahead); and the energy transition is
a thirty-year capital cycle that Reliance intends to manufacture its way into. The sunrise
is not theoretical: Jio's 533.3M subscribers and 69.4B GB of quarterly data (+26.9% YoY),
Retail's 568M quarterly transactions (+46%), and the Rs 75,000 cr New Energy build all
point the same direction.
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Already at the ceiling; the downgrade triggers would be a structural stall in Indian
consumption growth, a regulatory freeze on tariff increases, or the energy transition
capex cycle breaking globally.

Pillar 2: Leadership

PASS: the execution record, now transitioning
Mukesh Ambani's record is the evidence: Jamnagar, Jio, and Reliance Retail were each
dismissed as overreach and each became the industry's cost leader, with each
generation of the business funding the next internally. Succession is formalized, not
rumored: Akash (Jio/telecom), Isha (retail/consumer), and Anant (energy) joined the board
in 2023, and the 2026 AGM declared the day-to-day transition 'almost complete.'
Promoters raised their stake to 50.48% in the June 2026 quarter, the highest since
September 2019: the family is buying, not selling, into the transition.

“ The open question is that the next generation has not yet been tested by a
real downturn. This is a pass with a watch item, not an unqualified pass.

DalalBytes Research

Downgrade triggers: a botched capital allocation decision at New Energy scale, visible
family friction affecting operations, or the next generation reversing the under-promise
and over-deliver culture.

Pillar 3: Moat
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PASS: the execution machine, in three flavors
Jio's moat is cost architecture: an all-IP network with no legacy drag, the lowest cost per
GB in the industry, and the world's largest standalone 5G network, which is why it prices
disruptively and still prints a record 53.3% EBITDA margin. Retail's moat is density:
20,169 stores plus the JioMart kirana network, with private labels compounding the
advantage. O2C's moat is Jamnagar itself: 1.24-1.4M bpd of integrated complexity
earning roughly a $4.5/bbl premium over Singapore (broker estimate). The honest
limitation: none is a software-style network effect, and O2C's moat is cyclical. But a moat
needs to protect returns on capital while the business reinvests, and all three do.

Upgrade path: New Energy proving a manufacturing cost advantage would add a fourth
moat. Downgrade triggers: sustained retail margin erosion from quick-commerce
competition, or Jio losing its cost edge as 6G capex arrives.

Pillar 4: Iron fortress

PASS: spending like a startup, levered like a utility
Net debt Rs 1,22,914 cr against annualized EBITDA is 0.57x; cash on hand Rs 2,46,791 cr;
Moody's upgraded to Baa1. The five-year leverage arc is flat to improving (0.65x in FY24,
0.60x in FY25, 0.57x now) despite capex of Rs 1.31-1.44 lakh crore a year, because cash
profits (Rs 1.71 lakh crore in FY26) nearly cover the build. This is the rarest thing in
capital-intensive business. Promoters buying to 50.48% is the insider confirmation.
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Watch item: gross debt of Rs 3.70 lakh crore. The fortress holds as long as the cash
profits keep coming; a severe O2C downturn plus a New Energy capital overrun arriving
together would test it. Downgrade triggers: net debt to EBITDA crossing 1.5x, a rating
downgrade, or debt-funded dividends or buybacks.

Pillar 5: Free cash flow

PARTIAL: the cash is real; the build consumes it
Cash profits of Rs 1,71,258 cr in FY26 (+16.6%) are real, and every consumer division
converts EBITDA to cash at high rates (Jio's 53.3% margin and E&P's 79% margin are
cash machines). But the pillar grades free cash flow, and FCF is what is left after the
build: with capex at Rs 1,44,271 cr in FY26, true FCF is thin. This is deliberate, not
accidental: the company reinvests at returns it has historically proven, funded internally
rather than with dangerous leverage.
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The grade upgrades when the capex normalizes: Jio's network build is largely done,
retail's store rollout is maturing, and as New Energy's giga factories move from
construction to production, the capex-to-cash-profit ratio should fall and FCF should break
out. Downgrade to fail would require capex to keep rising without earnings following, or
New Energy consuming capital at Jio scale without Jio's returns.

What would change each grade

  Pillar Upgrade path Downgrade trigger

1. Sunrise (PASS) Already at ceiling Consumption stall; tariff freeze;
transition capex break

2. Leadership
(PASS)

Next gen aces a downturn New Energy capital misallocation;
family friction

3. Moat (PASS) New Energy cost edge proven Retail margin erosion; Jio cost edge lost
at 6G

4. Fortress (PASS) Already at ceiling Leverage above 1.5x; rating cut;
debt-funded payouts

5. FCF (PARTIAL) Capex normalizes; FCF breaks
out

Capex rises without earnings following

Everything resolves through the next eighteen months. The Jio IPO (Oct/Nov 2026) tests
pillars 1 and 3 in public. The battery ramp (H2 2026) is the first hardware proof for New
Energy and the earliest read on pillar 5's upgrade path. The KG-D6 arbitration verdict
(expected ~mid-2026, status unknown) is the binary risk to the fortress narrative. If the
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IPO lands, the batteries ship, and the arbitration resolves without disaster, four passes
harden and the fifth upgrades on the capex cycle turning.

Comps: four companies, four peer sets

Reliance has no true peer; it is four companies. So grade it four ways (all multiples
approximate as of September 2026). Against Bharti Airtel, Jio's implied IPO valuation
($130-180B in banker talk, speculation) puts it in the same league on enterprise value
with superior subscriber scale and margins; the listed-parent discount is what the IPO
attacks. Against global integrated refiners, O2C's complexity premium (~$4.5/bbl over
Singapore, broker estimate) is best in class, though the market refuses to pay a premium
multiple for it inside a conglomerate. Against Indian retail, there is no listed comp at
Reliance Retail's scale; DMart and Trent trade at premium consumer multiples that
suggest what a separate Retail listing could command. Against energy-transition
manufacturers, New Energy has no earnings yet: MOSL's Rs 110/share is a placeholder for
option value.

The pattern across all four: the parts would each command premium multiples on their
own; the conglomerate structure is what keeps the blended 22.5x trailing P/E looking
ordinary.

Bottom line

© 2026 DalalBytes Research · For educational purposes only. Not investment advice. 7



Strong fit · 4 of 5 pillars pass
Four of five pillars pass on evidence. Reliance is three sunrises, an execution machine for
a moat, a fortress balance sheet, and one honest partial: free cash flow stays thin while
the company builds its fourth engine. The Jio IPO is the catalyst that forces the market to
grade the parts instead of the whole. At Rs 1,219.20, near the 52-week low, the market is
pricing the conglomerate discount as permanent; the pillars say it is temporary.

- Scorecard: Sunrise PASS · Leadership PASS · Moat PASS · Iron fortress PASS · Free
cash flow PARTIAL.

- Watch next: Jio IPO pricing (Oct/Nov 2026), battery ramp (H2 2026), KG-D6 verdict,
and the capex-to-cash-profit ratio turning down.
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