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Lower DAP margins dented overall 4QCY16 company’s gross margins to 18% 
Company’s gross margins declined to 18% in 4QCY16 as compared to 26% in 
3QCY16. As per management note, lower gross margins during the 4QCY16 is 
due to low DAP margins combined with relatively higher sales volume of DAP 
during the 4QCY16.  
 
Urea exports expected at 100k tons; possible destinations include East Africa 
and Latin America 
The company’s management during the briefing highlighted possible exports of 
100k tons of urea priced around USD 240-250/ton. Although the management 
has not yet confirmed the possible destination of exports but as per our 
knowledge, EFERT along with FATIMA have already committed to export of 
prilled urea to two traders for shipment to East Africa and Latin America at USD 
240-250/ton. Considering price tag of USD 250/ton and 100k ton quantity 
estimated EPS accretion for EFERT stands at PKR 1.04/share (~13% of CY17E 
EPS). Going forward, management expects further allowance of urea export in 
order to reduce inventory level. We have done a sensitivity analysis to gauge 
the impact of price and offtake on earnings for CY17. 
 

Exhibit 

Export EPS accretion  

 EXPORT PRICE (USD/ TON)    240.00    245.00        250.00  

  BASE EPS  (PKR/SHARE)        8.21        8.21            8.21  

Ex
po

rt
-k

To
ns

 

100.00        0.97        1.01            1.04  
95.00        0.92        0.96            0.99  
90.00        0.88        0.91            0.94  
85.00        0.83        0.86            0.88  

Source: IGI Research 

 
Outlook 
Looking ahead, with election year around the corner we see high probability of 
government continuing urea subsidy in FY17-18, subsequently leading to stable 
demand outlook for urea. Moreover, we believe dividend payout to remain 
intact during current year as management is not expecting any major capital 
expenditure during current year.  
 
Recommendation 
We maintain our “BUY” call on EFERT with our Dec-17 target price of PKR 
86/share, offering a sizeable 24% upside. The company is currently trading at a 
CY17E P/E of 8.4x and dividend yield of 8.4%. 
 
 
 
 

 
 
 
 

Urea Local Price (PKR/bag)

Urea inventory Level(ktons)

 Source: NFDC & IGI Research
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