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Automobile Assemblers 

INDU: Host of Positives to Unlock Upside 

Potential, Lift to “BUY” 

Corolla facelift model launch in 1QFY18, management unveils in Analyst briefing 
INDU’s management in its analyst briefing held on 18th May-17 disclosed that 
Corolla’s facelift model will be launched in 1QFY18 (our channel checks from 
dealers suggest Jul-Aug 2017). According to the company website, prices of Corolla 
Xli, Gli and Gli A/T have been increased for Aug-17 onwards deliveries by 4.2%, 
4.0% and 4.2% to PKR 1.729mn, PKR 1.859mn and PKR 1.934mn, respectively. 
Although we still await official price increase for Altis and Atlis Grande variants, we 
expect prices to increase by 4-5%.  
 
Furthermore, key highlights of the analyst briefing included the following: 

1. The company is focusing on shifting its production mix towards high margin 
products which include Hilux and Fortuner as the company foresees higher 
demand for SUV segment (increasing current capacity of 32 units/day of 
SUV to 50 units/day) 

2. BMR is to be completed by 3QFY18 which will increase the double shift 
capacity to 65,000 units from 55,000 units currently 

3. The company expects Dewan Motors to launch their new model in CY17 
while Kia and Hyundai are expected enter the market by CY18 

4. During 9MFY17, nearly 42,000 units of used cars were imported compared 
to 44,838 units imported in 9MFY16 

5. Current car financing stands at 30-35% of the total units sold and company 
expects auto financing to play important role to drive volumes 

 
  

COMPANY UPDATE
IN DU S MOTOR COMPAN Y  LIMITED
AUTOMOBILE ASSEMBLER

Rec ommendation BUY
2,472.4  

Last Closing: 1,989.9  

Upside: 24.2         

Time Horizon:

Market  D at a

Bloomberg Tkr. INDU PA 

Shares (mn)

Free Float Shares (mn) 13.3         

Free Float Shares (%) 16.9%

Market Cap (PKRbn | USDmn) 156.4      1,492.3  

Exchange KSE 100

P r ic e I n fo . 90D 180D 365D

Abs. Return 16.0         26.6         105.2      

Lo 1,580.2  1,481.3  899.7      

Hi 2,044.3  2,044.3  2,044.3  

K ey  Co m p an y Fin an c ials 

P K Rb n FY1 6 A FY1 7 E FY1 8 F FY1 9 F

Total Revenue 108.8      117.0      119.2      121.3      

Net Income 11.45      13.5         13.8         14.1         

EPS (PKR) 145.7      172.2      176.0      179.3      

DPS (PKR) 100.0      110.0      124.0      126.0      

Total Assets 57.5         63.7         67.0         71.3         

Total Equity 27.6         33.3         37.4         41.6         

K ey  Fin an c ial Rat io s

ROE (%) 41.5         40.6         37.0         33.9         

P/E (x) 13.7         11.6         11.3         11.1         

P/B (x) 5.7            4.7            4.2            3.8            

DY (%) 5.0            5.5            6.2            6.3            

Relat ive P r ic e P er fo rm an c e & Sh areh o ld in g

Ab o u t  t h e Co m p an y

Source: Bloomberg, KSE 100 & IGI Research

I GI  Researc h

IGI Research

research@igi.com.pk

Tel: (+92-21) 111-234-234 Ext.: 810/912/974

Valuation Methodology:  Discounted Cash Flow (DCF) 

Period End: Jun

Target Price:

The Company was incorporated as a public limited company 

in Pakistan in December 1989 and started commercial 

production in May 1993. The company is the sole distributor 

of Toyota and Daihatsu vehicles in Pakistan.
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 INDU’s management in its analyst briefing held on 18th May-17 disclosed 
that Corolla’s facelift model will be launched in 1QFY18. BMR to be 
completed by 3QFY18 which will increase the double shift capacity to 
65,000 unit from 55,000 units currently. 

 We expect INDU’s earnings to post 3Yr CAGR of +7.2% from FY17-FY19F. 
We have revised our earnings estimate for INDU based on our assumption 
of a) increase in price of Corolla, b) improved volumes of Corolla post Aug-
17 model launch, c) increase in production capacity to 65,000units on 
double shift from 55,000 units post debottlenecking of paint shop 
(expected completion in 3QFY18), d) higher proportion of trading sales  
and, e) sustainable margins of 17-19% during FY17-19F on the back of 
increased sales of Fortuner and Hilux (high margin products),  

 We reiterate our stance on INDU with our revised target price of PKR 
2,472/share (up by +33% from previous PKR 1,852/share). The scrip offers 
an upside of +24% from its last closing, hence we recommend a “BUY” call. 
INDU is currently trading at forward FY18F P/E of 11.3x and offers a 
dividend yield of 6.2%. 
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Investment case revised; INDU’s earnings to post 3Yr CAGR of +7.2% during FY17-
FY19F 
We expect INDU’s earnings to post 3Yr CAGR of +7.2% from FY17-FY19F. We have 
revised our earnings estimate for INDU based on our assumption of a) increase in 
price of Corolla, b) improved volumes of Corolla post Aug-17 model launch, c) 
increase in production capacity to 65,000units on double shift from 55,000 units 
post debottlenecking of paint shop (expected completion in 3QFY18), d) higher 
proportion of trading sales  and, e) sustainable margins of 17-19% during FY18-21F 
on the back of increased sales of Fortuner and Hilux (high margin products), we 
have raised our earnings estimate by 25-30% over FY17-19F. Hence, our revised 
Dec-17 target price comes at PKR 2,472/share (up by +33% from previous PKR 
1,852/share) offering +24% upside from its last closing. 
 
3QFY17 Review: Company reported earnings of PKR 53.05/share, up by +41%YoY 
INDU reported earnings of PKR 4.2bn (EPS PKR 53.05) in 3QFY17, up by +41%YoY 
compared to PKR 2.9bn (EPS PKR 37.56) in the same period last year. We attribute 
this substantial growth in earnings to a) +41%/+4.2xYoY increase in sale of 
Hilux/Fortuner on the back of new model launch in Jan-17, b) improved gross 
margins of 19.2% during 3QFY17 owing to increased Hilux and Fortuner sales (high 
margin products) and, c) +73%YoY rise in trading income to PKR 1.96bn. However, 
finance cost increased by +9xYoY to PKR 116mn on the back of interest payments 
made due to late deliveries. The company announced cash dividend of PKR 
30/share along with the result taking 9MFY17 cumulative dividend to PKR 
80/share. 
 

Exhibit: 
      

Financial Highlights 
PKRmn 3QFY17 3QFY16 YoY 9MFY17 9MFY16 YoY 

Net Sales 32,944 28,346 16% 84,343 79,680 6% 

Gross Profit 6,333 4,448 42% 15,208 12,892 18% 

Distribution Exp. 350 311 13% 845 708 19% 

Admin Exp. 288 245 18% 738 654 13% 

Other Income 899 809 11% 2,524 2,384 6% 

Finance Cost 116 12 899% 234 52 354% 

PBT 5,976 4,327 38% 14,730 12,842 15% 

PAT 4,170 2,953 41% 10,244 8,847 16% 

EPS 53.05 37.56 
 

130.34 112.56 
 

DPS 30.00 20.00 
 

80.00 60.00 
 

Ratios 
      

GP Margin 19.2% 15.7% 
 

18.0% 16.2% 
 

NP Margin 12.7% 10.4% 
 

12.1% 11.1% 
 

Tax Rate 30.2% 31.8% 
 

30.5% 31.1% 
 

Source: IGI Research & Company Financials No of Shares: 78.6mn 

 

Recommendation 
We reiterate our stance on INDU with our revised target price of PKR 2,472/share 
(up by +33% from previous PKR 1,852/share) incorporating increased prices of 
new facelift model of Corolla and adjusting our sales volumes assumption. The 
scrip offers an upside of +24% from its last closing, hence we recommend a “BUY” 
call. INDU is currently trading at forward FY18F P/E of 11.3x and offers a dividend 
yield of 6.2%. 

Exhibi t : INDU volumes in 3QFY17 (units)

Exhibi t : CRC Price (USD/ton)

 

Source: PAMA, Bloomberg & IGI Research
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