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Outlook  
Industry’s inventory touched a decade high of 1.7mn tons in May-16 as weak 
demand and higher production created supply glut of urea. However, with 
Government’s incentive in federal budget, inventory level has eased down to 
1.03mn tons in Dec-16. FFC’s inventory level has also come down from a high of 
549k tons in May-16 to 193k tons in Dec-16. We believe increase in local demand 
of subsidized urea and exports will further reduce inventory level for FFC. 
 
Recommendation 
We maintain our “HOLD” call on FFC with our Dec-17 target price of PKR 
114/share. The company is currently trading at a CY17E P/E of 10.8x and dividend 
yield of 8.4%. 
 
Exhibit:  

Financial Highlights         

PKR’mn 4QCY16E 4QCY15 YoY CY16E CY15 YoY 
Net Sales   26,964 30,537 -12% 72,890 84,831 -14% 
Gross Profit  6,974 8,248 -15% 19,391 28,882 -33% 
Distb. Exp  2,427 1,835 32% 7,252 6,814 6% 
Other Income  3,707 1,826 103% 10,440 6,194 69% 
Oher op. Exp  660 643 3% 1,888 2,285 -17% 
EBIT  7,594 7,595 0% 20,692 25,978 -20% 
Finance Cost  538 512 5% 2,322 1,475 57% 
EBT  7,056 7,083 0% 18,370 24,503 -25% 
PAT  4,872 4,820 1% 12,378 16,766 -26% 
EPS  3.83 3.79 9.73 13.18 
DPS  3.26 3.42 8.41 11.86 
Key Ratios 
Gross Margin  26% 27% 27% 34% 
Net Margin  18% 16% 17% 20% 
Effective Tax Rate  31% 32% 33% 32% 

Source: IGI Research, Company Financials     
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