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Sector Update

Automobile Assembler

Targe P/E

ym. pice 2013 2018 Feom Y17 OEM sales ended on +18%YoY
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= As per the latest Pakistan Automotive Manufacturers Association (PAMA),
Industry Jun-17 MoM  Jun-16 VoY total OEM sales showed an impressive growth of +18%YoY to end the FY17
PASS. CARS 12,870 -26% 13,638 6% at 1.9mn units compared to 1.6mn units in FY16. During the year tractors
TRUCKS / BUSE! 722 -20% 752 -4% recorded the highest sales of +58%YoY to reach sales volume of 54.8k units
PICK-UP/JEEPS 2,592 -20% 2,890  -10% (34.6k units in FY16).
TRACTOR 4446 -21% 4011 11% * For the month of Jun-17 alone, OEM sales are down by 21%MoM to 144.3k
2/W 120,567 -19% 114,010 6% units, with nearly all segments showing monthly decline. Whereby
3/W 3,120 -52% 5353  -42% Passenger car segment printed a 26%MoM decline, owing to slowdown in
Total 144,317 -21% 140,654 3% sales of Corolla, Wagon R and Cultus variants.

= We remain positive on passenger car sales, primarily owing to expected pick-
up in INDU corolla variant sales post facelift and strong demand expected to
continue for Honda City post launch of facelift back in Apr-17. On tractors
continuation of government farmer income support via lower sales tax and
credit availability we view tractors sales to remain strong going forward. For
commercial vehicles, trucks and buses growth is likely to stay strong on
account of increasing commercial transportation (CPEC/infrastructure led
projects).

FY17 OEM sales ended on +18%YoY growth...

As per the latest Pakistan Automotive Manufacturers Association (PAMA), total
OEM sales showed an impressive growth of +18%YoY to end the FY17 at 1.9mn
units compared to 1.6mn units in FY16.

Exhibit:

Monthly PAMA Sales

UNITS Jun-17  May-17 MoM YoY FY17 FY16 YoY
Relative Performance to KSE 100 =>1300 5491 8293 -34% -14% 93,865 877321 7%
140% AUTOASSEMBLERS 800<x<1000 3046 5246 -25% -12% 57178 67,658 -15%
o KSE 100 1000<x<1300 3433 3,940 -13% 22% 34679 26166 33%

PASS. CARS 12,870 17,479 -26% 6% 185722 181,145 3%
100% TRUCK/BUS 722 904  -20%  -4% 8629 6567 31%
8% PICK-UP/JEEPS 2,592 3,242 -20% -10% 27,338 36,534 -25%
o TRACTOR 4446 5663 -21% 11% 54,800 34,618 58%

2W 120,567 149313 -19% 6% 1,556,338 1,308,847 19%
40% 3w 3120 6542 -52% -42% 68,742 49661 38%
20% TOTAL 144317 183143 -21% 3% 1,901,569 1,617,372 18%

0%
..with tractor sales leading the growth chart

o During the year tractors recorded the highest sales of +58%YoY to reach sales

E E <Z§ 3§ § S g 2% E S volume of 54.8k units (34.6k units in FY16). In other segments passenger cars
recorded a growth of +3%YoY to reach 185k units with mid-engine category

Source: Bloomberg, KSE 100 & IGI Research (1000<x<1300) leading the growth chart. 3/W, 2/W and Commercial (Buses and
Analyst Trucks) also recorded impressive growth of +38%, +19% and +31% respectively. For
Saad Khan / Abdullah Farhan the month of Jun-17 alone, OEM sales are down by 21%MoM to 144.3k units, with

saad.khan@igi.com.pk / abdullah.farhan@igi.com.pk
Tel: (+92-21) 111-234-234 Ext.: 810 /912
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_Exhibit: Passenger Cars Volumes - Yearly (units) nearly all segments showing monthly decline. Whereby Passenger car segment
printed a 26%MoM decline, owing to slowdown in sales of Corolla, Wagon R and
m =>1300 B 800<x<1000 Cultus variants.
200000 W 1000<x<1300
180000 Company-wise:
160000 Company-wise sales break up reveal monthly decline in all three major passenger
car assemblers (HCAR, INDU and PSMC). Sales for INDU dropped to 3,599units
140000 down by 27%MoM (or down by 34%YoY). INDU flagship model Corolla sales
120000 dropped on a monthly basis to 3,009units (which is almost 3Yr monthly low) as
100000 monthly booking halts in anticipation of facelift model expected to be launched
40000 by mid Aug-17. Similarly, sales of Hilux/Revo also took a hit on a monthly basis
down by 41%MoM (down by 73%YoY). For HCAR sales of Civic and City variant
60000 dropped by 44%MoM as PAMA adjusted sales volume for newly launched Honda
40000 BRV (SUV) from Apr-17 onwards. For PSMC both Cultus and Wagon R variant
20000 recorded sales decline of 12% and 14% MoM despite recent launch of new Cultus
0 variant in Apr-17. Sales of Swift variant recorded a growth of +29%MoM,

whereas Ravi, Bolan and Mehran all recorded a decline owing to discontinuation
of Rozgar Scheme last year.

Jun-09
Jun-10
Jun-11
Jun-12
Jun-13
Jun-14
Jun-15
Jun-16
Jun-17

Dxhibit: Market share Passenger Cars - Yearly (%) commercial / Tractor: Supported by increased volumes of Trucks; MTL and GHNI

®INDU ® PSMC M HCAR posting double digit growth in FY17
Under the commercial segment, overall trucks and buses sale recorded a healthy a

1 7
0 growth of +31%YoY to 8,629 units during FY17. However, category sales were down
s on a monthly basis by 20%MoM to 722units. Under the trucks/buses section,
. Ghandhara Industries Limited (GHNI) manufacturers of M/HDV posted a growth of
. +85%YoY to 2,903 units in FY17 while Millat Tractors Limited (MTL) witnessed

’ substantial increase of +63%YoY 34.5k units.
0.
0.4 Exhibit:
03 Variant-wise Sales
0. UNITS Jun-17  May-17 MoM YoY FY17 FY16 YoY
0. CIVIC + CITY 2,108 3,784 -44% 9% 36,944 25,726 44%

BRV 756 876 -14% 0% 2,159 - 0%

0
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2 S o o e s 9 g 5 HCAR 2,864 4,660 -39%  49% 39,103 25,726 52%
3 § é § _S 5 § 5 § COROLLA 3,009 4,220 -29%  -26% 52,676 57,452 -8%
FORTUNER 239 113 112% 185% 1,375 602 128%
TOYOTA HILUX 351 596 -41%  -73% 5,860 5,923 -1%
INDU 3,599 4,929 -27%  -34% 59,911 63,977 -6%
WAGON R 1,665 1,927 -14%  37% 17,671 9,709 82%
CULTUS 1,768 2,012 -12%  11% 17,006 16,450 3%
SWIFT 374 289 29% -2% 4,245 4,143 2%
RAVI 1,246 1,657 -25%  -16% 17,944 29,825  -40%
BOLAN 1,265 1,861 -32%  -24% 19,245 30,154  -36%
MEHRAN 2,681 3,385 -21% -5% 37,933 37,504 1%
PSMC (PC) 8,999 11,131 -19% -2% 114,044 127,785 -11%
PSMC 2W 1,753 1,485 18% 29% 18,478 17,476 6%
PSMC (Total) 10,752 12,616 -15% 2% 132,522 145,261 -9%
Source: PAMA, Company Accounts
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Exhibit:

Commercial / Tractor

UNITS Jun-17 May-17 MoM YoY  FY17  FY16 Yo
HINO 304 368 -17% -56% 6,807 6874 -1%
GHNL 11 41 73%  -77% 702 804  -13%
GHNI 337 325 4%  47% 2,903 1,566  85%
Trucks/Buses 652 734 -11% -33% 10412 9,244 13%
AGTL 1,516 2,211  -31% 38% 19,833 12,755 55%
MTL 2,900 3,413  -15% 0% 34,506 21,111 63%
Tractors 4,416 5624 -21% 10% 54,339 33,866 60%

Outlook

We remain positive on passenger car sales, primarily owing to expected pick-up in
INDU corolla variant sales post facelift and strong demand expected to continue for
Honda City post launch of facelift back in Apr-17. On tractors continuation of
government farmer income support via lower sales tax and credit availability we
view tractors sales to remain strong going forward. For commercial vehicles, trucks
and buses growth is likely to stay strong on account of increasing commercial
transportation (CPEC/infrastructure led projects).

Recommendation

We have a “Buy” call on INDU “Hold” call on PSMC and HCAR. For our coverage
companies HCAR, INDU and PSMC the Automobile Assembler is trading at CY18
forward P/E of 11.7x offering 4.4% dividend yield. We have an overweight stance on
overall sector.
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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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