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Sector Update

Automobile Assembler

Industry Dec-16 MoM Dec-15 YoY

Passenger Cas a0z 1% 1wos o Auto Sales: Seasonal slowdown dragged

Commercial 647 -1% 530 22%

Pick-up / Jeeps 2,018 10% 4,131 -51% DeC'16 d own by g%MO M

Farm Tractor 3,201 -38% 957  234%

Motorcycle 130,442 8% 99,540 31% = As per latest data released by Pakistan Automotive Manufacturers

3-wheeler 5.454 3% 2,659  105% Association, industry sales increased by +28%YoY to 155.8kunits for

Total 155,786 9% 121,836  28% the month of Dec-16, with a significant growth in motorcycles of
+31%YoY to 130.4kunits, followed by tractors witnessing growth of
2.3xYoY to 3.2kunits.

INDU Dec-16 MoM Dec-15 YoY

Corolla 4,140  -18% 4,297 4% =  For Dec-16, HCAR continued its sales growth momentum during Dec-

Fortuner 18  -25% 41 -56% 16, recording growth of 1.4xYoY to 2.4kunits. INDU’s sales volumes

Hilux 565 66% 400 41% remained flat compared to same period last year to record sales of

Total 4723 -12% 4,738 0% 4.7kunits, while slowing down on monthly basis (12%). PSMC’s
volumes slowed down by 22%YoY in Dec-16 because of lower sales of
Ravi/Bolan by 47%YoY/61%YoY to 1.7kunits/1.4kunits.

HCAR Dec-16 MoM Dec-15 YoY

Civic + City 2416 -22% 1.028 135% ®=  We have rolled over our target price to Dec-17 and maintain our
underweight stance on automobile assemblers, with a “Hold” call on
INDU and “Sell” call on HCAR with target price of PKR 1,694/share

PSMC Dec-16 MoM  Dec-15  YoY and PKR 457/share, respectively.

Mehran 2,773 -9% 2,870 -3%

Cultus 1,208 0% 1685  -23% Auto sales increased by 28%YoY to 155.8kunits during Dec-16

Ravi 1,435 3% 3,690 -61% As per latest data released by Pakistan Automotive Manufacturers

Bolan 1,690 6% 3,190 -47%  Association, industry sales increased by +28%YoY to 155.8kunits for the

Total 10,807 1% 13,937 -229%  month of Dec-16, with a significant growth in motorcycles of +31%YoY to
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130.4kunits, followed by tractors witnessing growth of 2.3xYoY to 3.2kunits.
However, growth in passenger car sales remained flat at 14.0kunits due to
the high base of PSMC (Rozgar Scheme), negating the robust growth in
HCAR'’s volumetric growth post launch of its Model in Jul-16.

For 6MFY17, total industry volumes increased by +17%YoY to 909.7kunits,
however passenger cars volumes retreated by 4%YoY to 85.9kunits.

Exhibit: PAMA Monthly Auto Sales Numbers (Units)
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Commercial 647 -1% 530 22% 3,881 47%
Pick-up / Jeeps 2,018 10% 4,131 -51% 11,632 -47%
Source: Bloomberg, KSE 100 & IGI Research Farm Tractor 3,201 -38% 957  234% 20,742  68%
Analyst Motorcycle 130,442 -8% 99,540 31% 756,402 20%
Yawar Saeed 3-wheeler 5,454 -3% 2,659 105% 31,110 56%
Total 155,786  -9% 121,836 28% 909,668 17%

yawar.saeed@igi.com.pk
Tel: (+92-21) 111-234-234 Ext.: 973
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HCAR: Maintained its growth momentum

HCAR continued its sales growth momentum during Dec-16, recording growth
of 1.4xYoY to 2.4kunits, owing to robust demand of 10th Generation Civic
Model launched in 1QFY17. However, volumes receded by 22%MoM owing to
the end year anomaly of slowdown in automobile sales. For the period of
1HFY17, the company’s volumes increased by +56%YoY to 16.6kunits on the
back of new Civic Model led growth.

INDU: Hilux supporting sales

INDU’s sales volumes remained flat compared to same period last year to
record sales of 4.7kunits, while slowing down on monthly basis (12%) as
customer delay buying (seasonal slowdown). INDU flagship variant Corolla’s
volumes clocked in at 4.1kunits, down by 4%YoY/18%MoM owing to demand
tilt towards HCAR new Civic Model. However, Hilux supported the volumes
with new Model ‘Revo” launched in Dec-16, with a growth of
+41%YoY/+66%MoM to 565units. For 1HFY17, the company’s sales declined by
6%YoY on account of slowdown in sales of Corolla (7%YoY) owing to demand
tilt towards HCAR New Civic and production disruptions holding back volumes.

PSMC: Subdued sales owing to high base

PSMC’s volumes slowed down by 22%YoY to 10.8kunits in Dec-16 because of
lower sales of Ravi/Bolan by 47%YoY/61%YoY to 1.7kunits/1.4kunits owing to a
high base (Rozgar Scheme), Cultus sales have contracted by 23%YoY to
1.3kunits in anticipation of replacement by Celerio in 2HFY17. However, Wagon
R demands remains intact with sales increasing twofold (+97%YoY) to 1.4kunits
for the month of Dec-16. On sequential basis, sales inclined by +1%YoY to
10.8kunits, with motorcycle segment recording robust growth of 41%YoY to
1.9kunits offsetting the slowdown in Bolan (6%MoM to 1.7kunits) and Mehran
(9%MoM 2.8units). During 1HFY17, the companies sales dipped by 22%YoY to
61.5kunits owing to high base of Ravi and Bolan.

Recommendation

We have rolled over our target price to Dec-17 and maintain our underweight
stance on automobile assemblers, with a “Hold” call on INDU and “Sell” call on
HCAR with target price of PKR 1,694/share and PKR 457/share, respectively.

Exhibit: PAMA Monthly Auto Sales Numbers (Units) Company- wise

Dec-16 MoM Dec-15 YoY 6MFY17 YoY
HCAR 2,416 -229% 1,028 135% 16,571 56%
INDU 4,723 -12% 4,738 0% 28,506 -6%
PSMC 10,807 1% 13,937 -22% 61,530 -22%
AGTL 704 -67% 144 389% 7,471 86%
MTL 2,460 17% 774 218% 13,056 65%
HINO 270 1% 306 -12% 1,820 31%
GHNL 65 20p 84 -23% 408 21%
GHNI 227 13% 104 118% 1,114 89%
ATLH 84,137 0% 64,033 31% 458,695 17%

Source: IGI Research, PAMA
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Important Disclaimer and Disclosures

Research Analyst(s) Certification: The Research Analyst(s) hereby certify that the views about the company/companies
and the security/securities discussed in this report accurately reflect his or her or their personal views and that he/she has
not received and will not receive direct or indirect compensation in exchange for expressing specific recommendations or
views in this report. The analyst(s) is principally responsible for the preparation of this research report and that he/she or
his/her close family/relative does not own 1% or more of a class of common equity securities of the following
company/companies covered in this report.

Disclaimer: The information and opinions contained herein are prepared by IGI Finex Securities Limited and is for
information purposes only. Whilst every effort has been made to ensure that all the information (including any
recommendations or opinions expressed) contained in this document (the information) is not misleading or unreliable, 1GI
Finex Securities Limited makes no representation as to the accuracy or completeness of the information. Neither, IGI Finex
Securities Limited nor any director, officer or employee of IGI Finex Securities Limited shall in any manner be liable or
responsible for any loss that may be occasioned as consequence of a party relying on the information. This document
takes no account of the investment objectives, financial situation and particular needs of investors, who shall seek further
professional advice before making any investment decision. This document and the information may not be reproduced,
distributed or published by any recipient for any purpose. This report is not directed or intended for distribution to, or use by
any person or entity not a client of IGI Finex Securities Limited, else directed for distribution.

Rating system: IGI Finex Securities employs three tier ratings system, depending upon expected total return (return is
defined as capital gain exclusive of tax) of the security in stated time period, as follows:

Recommendation Rating System
Buy If target price on aforementioned security(ies) is more than 10%, from its last closing price(s)
Hold If.target priceon aforementioned security(ies) is in between -10% and 10%, from its last closing
price(s)
Sell If target price on aforementioned security(ies) is less than -10%, from its last closing price(s)

Time Horizon: Dec - 2017

Valuation Methodology: The analyst(s) has used following valuation methodology to arrive at the target price of the said
security (ies):
DCF (Discounted Cash Flow)

Risk: Investment in securities are subject to economic risk, market risk, interest rate risks, currency risks, credit risks,
political and geopolitical risks. The performance of company(ies) covered herein mightunfavorably be affected by multiple
factors including, business, economic, and political conditions. Hence, there is no assurance or guarantee that estimates,
recommendation, opinion, etc. given about the security(ies)/company(ies) in the report will be achieved.

Basic Definitions and Terminologies used: Target Price: A price target is the projected price level of a financial security
stated by an investment analyst or advisor. It represents a security's price that, if achieved, results in a trader recognizing
the best possible outcome for his investment. Market Cap.: Market capitalization is calculated by multiplying a company's
shares outstanding by current trading price. ROE: Return on equity is the amount of net income returned as a percentage
of shareholders’ equity. P/E: Price to Earnings ratio of a company's share price to its per-share earnings. P/B: Price to
Book ratio used to compare a stock's market value to its book value. DY: The dividend yield is dividend per share, divided
by the price per share.

IGI Finex Securities Limited

Research Analyst(s) Jama

Research Identity Number: BRP009 Lol chaanas 0—;5‘#_.,_.
© Copyright 2016 IGI Finex Securities Limited hitp:iferew. Jammagunii. gk
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