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Capacity expansion and cost efficiencies… 
As per the management, company’s new production line of 4,200tpd is expected to 
be operational from Nov-16 end, enhancing overall capacity to 7,700tpd. Keeping in 
view the industry utilization level (82% during 4MFY17) and robust domestic 
demand, CHCC is well poised to reap benefits of first mover advantage until other 
expansions in north becomes operational by FY19E. In addition to capacity 
expansion, company’s planned 6MW Waste Heat Recovery (WHR) power plant is 
expected to be functional from Jan-17 which will bring further cost efficiencies.  
 
…Along with, lower financing;  
As per the recent financial report, company has borrowed ~40% (PKR 3.8bn) of the 
invested capital worth PKR 9.9bn. This syndicated long term loan on new plant 
carries markup of 6M Kibor +110bps. With limited investment required for 
expansion i.e. ~PKR 1.0bn, we anticipate total drawdown to remain at approx. ~PKR 
4.5bn as against approved loan amount of PKR 9.5bn. 
 
…To provide impetus to earnings 
Given the background of robust sales outlook, earlier than anticipated 
commencement of line-II, better cost efficiencies through upcoming WHR plant and 
tax benefit, we estimate CHCC’s profitability to almost double in FY17 to PKR 
15.3/share (+93%YoY). 
 
Recommendation 
The scrip has outperformed the market returning nearly +66% in CY16TD (+31% 
return by KSE-100). With our Jun-17 TP of PKR 162/share, the stock offers limited 
upside of +8%. We recommend ‘HOLD’ call on the scrip. 
 

Mn 'tons 1QFY17 1QFY16 YoY 4QFY16 QoQ
Local 0.21    0.17     25% 0.22     -4%
Export 0.06    0.06     -3% 0.06     -3%

 Total 0.27    0.23     18% 0.28     -4%

Coal Prices 

Source: Bloomberg, Company Acc.

CHCC Quarterly Volumes

Quarterly Gross Margins
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