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Exhibit: ASIL earnings outlook Agha Steel Industries Limited (ASIL) IPO: Subscribe

Fr2o Fy21 Fy22 rFr2a  Recommended; Price Target of PKR 45
EPS (PKR/Share) 21 39 52 58
Growth 61% 81% 34% 11% = Agha Steel Industries Limited (ASIL) has filed for an Initial Public
Offering (IPO) to raise equity capital, the book building component of

. . . which is scheduled to be held on 6th and 7th October, 2020.
Exhibit: ASIL margins vs Competitors

= The Company is offering 120mn shares (20.8% of total post IPO paid up

Gross Margins FY18 FY19 FY20 q . .

ASIL 2506 10%  24% capital) at -a floor price o_f PKR 30/share (share premium of PKR 20/share)
ASTL 8% 8% 7% and a maximum 40% price band of PKR 42/share.

MUGHAL 13% 10%  10%

= Based on our Company and industry analysis, we recommend a Subscribe
call on the scrip with a Jun-21 TP of PKR 45/share.

Exhibit: ASIL Forw ard P/Evs IGI Long Steel

Coverage Agha Steel Industries Limited “Subscribe Recommended; TP of PKR 45/share
Agha Steel Industries Limited (ASIL) has filed for an Initial Public Offering (IPO) to
Forward P/E Fy21 FY22 FY23 raise equity capital, the book building component of which is scheduled to be held on
ASIL 77 58 52 ghand 7" October, 2020. The Company is offering 120mn shares (20.8% of total post
ASTL 212 102 64  |pQ paid up capital) at a floor price of PKR 30/share (share premium of PKR

............................................................... 20/share) and a maximum 40% price band of PKR 42/share. Based on our Company
and industry analysis, we recommend a Subscribe call on the scrip with a Jun-21 TP
of PKR 45/share.

The Company aims to use the IPO proceeds of PKR 3.60bn to expand its rebar
production capacity up to 650mn tons from existing capacity of 250mn tons. The total
expansion project is estimated to cost PKR 7,042mn out of which IPO proceeds are
expected to cover 51% of the cost (floor price of PKR 30/share).

Exhibit: Break up of funds requirement

Particulars PKR mn
IPO Proceeds 3,600
Long Term Debt 1,735
Supplier's credit for Mi. Da. Plant 1,706
Total Expansion Capex Requirement 7,042

Source: ASIL Prospectus

Exhibit: Utilization of Total Proceeds - Both IPO and Debt
Description Funds Rqd. % Allocation  Already Incurred % Completed
Plant & Machinery (Mi. Da. Rolling Mill) 2,706 38% 999 37%
Land 445 6% 445 100%
Civil Works 510 % 133 26%
Electrical Works 486 7% - 0%
Mechanical Works 458 7% - 0%
Duties & Others 554 8% 20 4%
Air Separation Unit (Plant & Machinery) 476 % 76 16%
LC Discount Charges 256 4% 62 24%
Analyst Contingency 150 2% - 0%
Working Capital 1,000 14% - 0%
Muhammad Saad, ACCA Total 7,042 1,735
muhammad.saad@igi.com.pk Source: ASIL Final Prospectus
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About Agha Steel Industries Limited (ASIL)

Agha Steel Industries Limited started its operations in 2012 after and is a composite
(steel melting and re-rolling) unit located at Port Qasim, Karachi. The Company only
deals in graded steel and specialized grade billets and has ~3% market share with
annual production capacity of 250,000 MT per annum. The Company possesses state
of the art steel-making technology; Pakistan’s first 45-ton first Electric Arc Furnace
(“EAF”) along with the largest Eccentric Bottom Tapping (“EBT”) and energy
efficient steel melting furnace in Pakistan.

Competitive Advantages of ASIL against competitors

The Company intends to expand its production capacity to 650,000 MT per annum
through a state of the art and first in Pakistan Micro Mill Danieli (“Mi.Da.”) Rolling
Mill. Key benefits of Mi. Da. Plant include:

Exhibit: Lasting Benefits of Mi.Da. Rolling Mill over a traditional Mill

« Elimination of Billets requirements to produce Rebars, resulting in reduction in cost of production by USD 42 per MT
o Higher yield of 99.2% resulting in lower material losses and cost saving of USD 6 per MT

o Reduction in per heat time from c. 70 minutes to c. 48 minutes

o Reduction in labor cost by USD 4 to 8 per MT

o Reduction in consumables cost by USD 3.5 per MT

o Fully automated operations

Source: ASIL Prospectus

Expansion Status of ASIL

Commencement Date  Completion Date Status
Shipment of Mi. Da rolling mill Jan-20 Mar-20  The Mi. Da. Plant
Installation of Mi. Da rolling mil Sep-20 Dec-20  Shipment is completed
. . . . whereas the Air
Shipment of Air separation unit Aug-20 0ct20  geparation Unit
Installation of Air separation unit Nov-20 Dec-20  shipment is awaited
Pre commissioning & Commissioning Jan-21 Mar21  from China

Source: ASIL Prospectus

Exhibit: Comparison with competitors of outstanding legal issues
Penalties Cases constitute majorly on sales tax and tax audits

PKR mn ASIL ASTL MUGHAL
Total contingent penalties outstanding 618 3,485 877
EPS impact on adverse outcome 1.07 11.73 3.48

Source: Audited Company Accounts, ASIL Prospectus

Industry Outlook

Pakistan remains amongst the lowest per capita consumer of steel (c. 43kgs per capita)
in comparison to the region (c. 276kgs per capita) and the world (c.214kgs per
capita) [Source: World Steel Association], presenting an exceptional opportunity
for the steel sector to grow manifolds and for operators to benefit from a significant
upside potential. Currently total steel demand of Pakistan is ~7.1 Million tons p.a. of
which imports meet 45% of local demand.

Recommendation
We recommend a “Subscribe” call on the scrip with a Target Price of PKR 45/share.
From valuation stand point, the Company is currently trading at a Forward P/E of 7.7x
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and 5.8x for FY21 and FY22 whereas its competitor Amreli Steels Limited (ASTL) in
our coverage is currently trading at a comparative forward P/E of 21.1 and 10.2 for
FY21 and FY22 respectively.

Exhibit: ASIL Key Financial Highlights

Particular FY20 FY21 FY22 FY23
Gross Margins 23.7% 21.8% 22.3% 20.4%
Net Margins 9% 10% 10% 9%
EPS (Post IPO Shares) 2.14 3.88 5.18 5.78
PIE 14.0 .7 5.8 52

Source: ASIL Prospectus, IGI Research

Page | 3

Part of [(3] Financial Services A A Packages Group Company



IG1

Securities

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. The subject Company (ies) is a client of the IGI Finex Securities Limited and IGI Finex Securities offers
brokerage services to subject company (ies) on a regular basis, in line with industry practice. 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)

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.
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