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Cement 
Quarterly earnings to show muted growth;  
as volumes slowsdown  
 

Cements: Quarterly earnings to show muted growth  
For 2QFY19, sector earnings of our coverage companies is estimated to post a 
+2%q/q growth or 37%y/y decline for 1HFY19. Sector gross profit margins are 
expected to remain flat, thanks to a 4%q/q rise in domestic cement prices and better 
exports volumes. On a quarterly basis, DGKC, FCCL and KOHC are estimated to show 
above sector growth, while LUCK and CHCC earnings are expected to decline on 
quarterly basis.  

 
Winter season pulled market sales volumes 
Based on provisional numbers, volumetric sales depict a modest +4%y/y during 
1HFY19, primarily owing to healthy exports growth of +48%y/y, while local sales 
remained damped posting a decline of 1.5%y/y. Company-wise ACPL, DGKC and 
KOHC remained top volumetric leader during the period.  
 
Movement on domestic price hikes 
During the 2Q, prices in both south and north regions increased by an average of PKR 
22/bag (+5%q/q) to PKR 600 and 603/bag, respectively passing on the impact of weak 
PKR and rising international coal prices along PKR 5/bag increase in FED. As a result, 
retention prices are estimated to show a ~4% average q/q growth. 
 
 
  

Exhibit: Cements Sector earnings preview 

EPS (PKR) 2Q19E 1Q19A Q/Q 2Q18A Y/Y 1H19E 1H18A Y/Y 
LUCK 6.84 7.71 -11% 10.92 -37% 14.55 20.25 -28% 
MLCF 0.57 0.58 -1% 1.56 -63% 1.15 3.32 -66% 
KOHC 3.62 2.63 38% 3.69 -2% 6.25 8.19 -24% 
ACPL 2.98 3.08 -3% 3.99 -25% 6.05 8.39 -28% 
CHCC 1.29 2.44 -47% 4.21 -69% 3.73 7.64 -51% 
DGKC 1.66 0.95 74% 2.05 -19% 2.61 8.52 -69% 
FCCL 0.64 0.58 10% 0.60 7% 1.22 0.92 33% 
PIOC 1.34 1.14 18% 1.41 -5% 2.47 3.25 -24% 

 

 For 2QFY19, sector earnings of our coverage companies is estimated to 
post a +2%q/q growth or 37%y/y decline for 1HFY19.  

 Based on provisional numbers, volumetric sales depict a modest +4%y/y 
during 1HFY19, primarily owing to healthy exports growth of +48%y/y, 
while local sales remained damped posting a decline of 1.5%y/y 

 Provided a modest domestic demand outlook is expected in the near term 
and given fresh capacities are to gradually come online. In the meanwhile, 
recent rounds of PKR depreciation have made exports rather more 
attractive. Laying our focus on South players, especially LUCK and ACPL 
who maintain a strong international presence, we expect cement exports 
to rise by ~30% during FY19 (+48% in 1HFY19). Nevertheless, we believe 
long term sector dynamics remain strong. Our selective picks in cement 
sector includes LUCK and PIOC.  

Exhibi t : Earning Estimates

EP S (P K R) 2 QFY1 9 E Yo Y% 1 HFY1 9 E YoY%

LUCK 6.84 -37% 14.55 -28%

MLCF 0.57 -63% 1.15 -66%

KOHC 3.62 -2% 6.25 -24%

ACPL 2.98 -25% 6.05 -28%

CHCC 1.29 -69% 3.73 -51%

DGKC 1.66 -19% 2.61 -69%

FCCL 0.64 7% 1.22 33%

PIOC 1.34 -5% 2.47 -24%

Exhibi t : Relative Performance to KSE 100

Source: Bloomberg, PSX & IGI Research
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Sector Update
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Exhibit: Company-wise sales assumption 

mnTon 2Q19E 1Q19A Q/Q 2Q18A Y/Y 1H19E 1H18A Y/Y 
LUCK 1.93 1.89 2% 1.95 -1% 3.83 3.76 2% 
MLCF 0.76 0.75 1% 0.97 -21% 1.52 1.80 -16% 
KOHC 0.54 0.55 -2% 0.58 -6% 1.09 1.11 -2% 
ACPL 0.92 0.95 -4% 0.55 66% 1.87 1.07 74% 
CHCC 0.56 0.54 3% 0.65 -15% 1.10 1.34 -18% 
DGKC 1.28 1.26 1% 1.31 -3% 2.54 2.45 4% 
FCCL 0.78 0.75 3% 0.90 -14% 1.53 1.63 -6% 
PIOC 0.34 0.33 5% 0.41 -16% 0.67 0.79 -16% 
 
 

Exhibit: 2018 turns out to be weakest in terms volumetric sales Exhibit: North region sales remain a drag on overall sector sale performance (based 
on ppt contribution) 

 
Exhibit: Key Assumptions 

2Q19E 1Q19A Q/Q 2Q18A Y/Y 1H19E 1H18A Y/Y 
Price (PKR/bag) 601 577 4% 543 11% 589 550 7% 
Coal (USD/ton) 102 103 -1% 92 11% 102 89 15% 
PKR / USD 134 124 8% 106 26% 129 106 22% 

  

Sales 12.30 10.81 14% 11.89 3% 23.11 22.24 4% 
Local 10.54 9.02 17% 10.77 -2% 19.56 19.84 -1% 
Export 1.76 1.79 -2% 1.12 57% 3.55 2.41 48% 

  

Profitability 5,824 5,695 2% 8,526 -32% 11,519 18,406 -37% 
Gross Margin 24% 23% 1% 32% -8% 24% 33% -9% 
Net Margin 12% 13% 0% 19% -6% 12% 21% -8% 
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Exhibit: Rising coal prices along with depreciating PKR to restrict gross 
margin expansion 

Exhibit: Cement manufacturers increased bag prices on average by PKR ~22 during the 
2Qarter to ward-off impact of FED, rising Coal prices and PKR depreciation  

 
 
Recommendation 
Provided a modest domestic demand outlook is expected in the near term and given 
fresh capacities are to gradually come online. In the meanwhile, recent rounds of PKR 
depreciation have made exports rather more attractive. Laying our focus on South 
players, especially LUCK and ACPL who maintain a strong international presence, we 
expect cement exports to rise by ~30% during FY19 (+48% in 1HFY19). Nevertheless, 
we believe long term sector dynamics remain strong. Our selective picks in cement 
sector includes LUCK and PIOC.  

350

400

450

500

550

600

650

700

Sep-16 Mar-17 Sep-17 Mar-18 Sep-18

Coal Prices (PKR/bag) Coal- based Margins (PKR/bag)

500

520

540

560

580

600

620

Sep-16 Mar-17 Sep-17 Mar-18 Sep-18

Avg. South North



  
 
 

                                                                                                BRP - 009

 
 
  

 

 

 

     

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, 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 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 price on 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 – 2019 
 
Valuation Methodology: The analyst(s) has used following valuation methodology to arrive at the target price of the said 
security (ies): 
(Discounted Cash Flow) 
 
Risk: Investment in securities are subject to economic risk, market risk, interest rate risks, currency risks, and credit risks, political and 
geopolitical risks. The performance of company (ies) covered herein might unfavorably 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, Last Closing: Latest closing price, Market Cap.: Market capitalization is calculated by multiplying a company's shares 
outstanding by current trading price. EPS: Earnings per Share. DPS: Dividend per Share. 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. CY/FY: Calendar/Fiscal/Financial Year. YoY/ QoQ/ MoM: Year-on-Year, Quarter-on-Quarter, Month-on-Month. 
Th /Mn /Bn /Tn: Thousands/Million/Billion/Trillion.  
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