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Dec-16 TP Upside PE D.Yld% . . . .
cHee s 1% 1es 300 Booming Dispatches Continued in Mar-16
FCCL 56  25% 1231 7.16
LUCK 672  19% 1195 1.92 . _ _ _
PIOC 133 27%  10.97 6.71 Local cement dispatches in Mar-16 posted highest ever monthly
ACPL 266 18%  10.56 7.10 sales of 3.05mn tons, rising up by +2%MoM/+24%YoY. For
KOHC 283 3% 10.01 3.58 9MFY15, sales jumped up +16%YoY clocking in at 23.5mn tons, with
DGKC 228 24% 959 2.9 south region depicting +24%YoY rise and north posting +15%YoY
MLCF 104 5% 806  4.16

increase. Industry’s capacity utilization in 9MFY16 stands at 82% as
compared to 74% in the same period last year.

Total Dispatches (000' tons)
Mar-16 YoY O9MFY16 YoY

KOHC 186 7% 1,528 21% ® Export have reversed its downward trend and leaped up by

PIOC 126 18% 976 13% +18%MoM/+23%MoM to 0.5mn tons in Mar-16. However, sales
MLCF 304 1% 2,276 11% remained fragile for 9MFY16, as exports slid down by 24%YoY to
DGKC 388 29% 3,089 10%

FocL 241 11% 2,080 9% 1.6mn ton.

FECTC 58 10% 539 7%

ACPL 184 30% 1,443 2% ®  Market capitalization of IGI cement universe has soared up by +20%
CHCC 85 9% 737 1% in FY16TD as compared to inept performance of KSE-100 index
LUCK 625 10% 4,970 0% which has posted -1% return in same period. With further decline in
Industry 3,577 24% 28,340 10%

international coal price to USD 49.85/ton on 8th Apr-16 and
tremendous construction demand expected in local market, we
believe cement sector is all set to reap the benefits of higher
profitability going forward. We continue to maintain our overweight
stance on the sector, with DGKC, CHCC and LUCK as our favorite

stocks.
Relative Performance to KSE 100 Highest Ever Domestic Monthly Dispatches in Mar-16
Cement Sector  ——— KSE100 Index Local cement dispatches in Mar-16 posted highest ever monthly sales of
45% 3.05mn tons, rising up by +2%MoM/+24%YoY, whereas subdued

monthly growth in dispatches is on the back of heavy rains in Punjab and
30% KPK. For 9MFY16, local sales jumped up +16%YoY clocking in at
23.5mn tons, with south region depicting +24%YoY rise and north

,.I)' posting +15%YoY increase. This phenomenal growth in volumetric sales
is on the back of inception of various CPEC projects where government
has nodded construction of 285km long western route, PKR 387.54bn
PSDP spending (55.4% of total budgeted for FY16), and augmenting
private spending on infrastructure.
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”1'; a UH; “:*:: ”H; i ”:: ”H: % f 2 % Industry’s capacity utilization in 9MFY16 stands at 82% as compared to
82352802488 ¢ 2 74% in the same period last year.Going forward, we expect local
dispatches to inflate by +11%YoY for the period of FY16E-FY20F, which
Source: Bloomberg, KSE 100 & IGI Research e O be easily surpassed, once the projects under CPEC umbrella gain

momentum. Considering the current capacity, PIOC would be the major
Rashmina Lalani beneficiary of furthgr |r?crease in local demand a§ it currently operates on
rashmina.lalani@igi.compk ~ lowest capacity utilization among IGI Cement Universe. However, DGKC
Tel: (+92-21) 111-234-234 Ext.: 826 ~ and CHCC are also likely to have sufficient room to grow sales, with their
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additional capacities coming online in FY17-FY18.

Exhibit: 9MFY16 Capacity Utilization (%)
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Source: IGI Research, Company Financials, APCMA

Exports- A positive turn
Export have reversed its downward trend and leaped up by +18%MoM/+23%MoM to ~0.5mn tons in Mar-16. However,
sales remained fragile in 9MFY 16, as exports slid down by 24%YoY to 1.6mn ton.

Going forward, we expect exports to continue to decline by 30%YoY in FY16E-FY20F, however, we think that attractive
demand in local market would likely compensate producers for declining exports. In our view, ACPL, LUCK and CHCC
can take advantage of fall in exports as companies can increase their retention per ton, based on successful substitution
of exports in domestic market.

Exhibit: : Proportion of Export to Total Dispatches (000'tons)
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Source: IGI Research, Company Financials, APCMA

3QFY16 Earnings Outlook
Among IGI Cement universe, we expect FCCL to post highest growth in earnings in 3QFY16 to PKR 1.20/share
(+114%YoY) due to +13%YoY growth in dispatches in third quarter and savings provided by 10MW WHR, which is
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operational since 4QFY15. MLCF is also poised to dart +68%YoY mount in profitability, attributable to +18%YoY hike in
dispatches, savings coming in from oil based captive power plant and reduced financial cost.

Exhibit: IGI Cement Universe Earnings for 3QFY16
3QFY16E 3QFY15 YoY O9MFY16E 9MFY15 YoY

FCCL 1.20 0.56 114% 3.29 181 81%
MLCF 2.90 1.73 68% 7.33 4.44  65%
CHCC 2.50 1.69 48% 6.33 531 19%
KOHC 7.40 5.60 32% 21.00 14.44  45%
ACPL 6.89 5.41 27% 16.96 1434 18%
DGKC 5.69 4.52 26% 14.81 1226  21%
LUCK 13.78 11.45 20% 33.12 28.77  15%
PIOC 2.68 2.50 7% 7.03 8.19 -14%

Source: IGI Research

Recommendation

Market capitalization of IGI cement universe has soared up by +20% in FY16TD as compared to inept performance of KSE-
100 index which has posted -1% return in same period. With further decline in international coal price to USD 49.85/ton on
8" Apr-16 and tremendous construction demand expected in local market, we believe cement sector is all set to reap the
benefits of higher profitability going forward. We continue to maintain our overweight stance on the sector, with DGKC,
CHCC and LUCK as our favorite stocks.
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Analyst Certification

The analyst® hereby certify that the views about the company/companies and the security/securities discussed in this report are
accurately expressed 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 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

This document has been 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, IGI 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 IGl 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.

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 return on aforementioned security(ies) is more than 10%, from its last closing price(s)
Hold If return on aforementioned security(ies) is in between -10% and 10%, from its last closing price(s)
Sell If return on aforementioned security(ies) is more than -10%, from its last closing price(s)

Valuation Methodology
The analyst” has used following valuation methodology to arrive at the target price of the said security (ies):

=  FCF(Free Cash Flow)
Time Horizon

= Dec-2016
Risk

= Changes in State Bank of Pakistan Policy Rate
= Changes in country (Pakistan) macro-economic environment
= Changes in Company(ies) operating structure
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