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Sector Update Automobile Assembler

ndustry s vom verts voy AUtO VOlumes up by 6%MoM in Mar-17
Passenger Cars 18,295 7% 15,272  20%

Commercial 732 0% 648  13% = As per the latest Pakistan Automotive Manufacturers Association (PAMA),
Pick-up / Jeeps 2210 -14% 2,315 -5% total OEM sales for 9MFY17 recorded a growth of +19%YoY to 1.41mn units,
Farm Tractor 6,650  18% 4,397 51% with Tractors registering a +73%YoY growth to 38.4k units. Passenger cars,
Motorcycle 130,670 206 110173  19% recorded a +2%YoY growth to 139.5k units, led by +32%YoY jump in sales of
3-w heeler 6257 -13% 4,440  41% SELRL DD el Ceiteziiy,

Total 164,814 2% 137,245 20%

= We maintain our overweight stance on automobile assemblers, with a “BUY”

call on PSMC with target price of PKR 741/share offering an upside of +19.4%

INDU Mar-17 MoM  Mar-16 YoY from its last closing. We have a “HOLD” call on HCAR/INDU with a target price
of PKR 721/share / PKR 1,816/share providing a downside/upside of

Corolla 5,193 12% 5,275 -2% 7.1%/+8.3%
Fortuner 243 3% 60 305% ' R
Hilux 498  -25% 446 12%
Total 5,934 7% 5,781 3%
___________________________________________________________________ Auto sales increase by +19%YoY to 1.41mn units during SMFY17
As per the latest Pakistan Automotive Manufacturers Association (PAMA), total
HCAR Mar-17 MoM Mar-16 YoY = OEM sales for 9MFY17 recorded a growth of +19%YoY to 1.41mn units, with
Civic + City 3,795 1% 2,749  38% Tractors registering a +73%YoY growth to 38.4k units. Passenger cars, recorded a
___________________________________________________________________ +2%YoY growth to 139.5k units, led by +32%YoY jump in sales of 800-1,000cc engine
category. On a monthly basis, overall OEM sales were up by +2% to 164.8k units.
PSMC Mar-17 MoM Mar-16  YoY
Wagon R 1,783 0.084 837 113 Company-wise, AGTL and MTL recorded sales growth of +25% and +13% on a
Mehran 3774 12% 2,898  30%  monthly, basis, whereas GHNL posted a monthly decline of 22%. Under our
Cultus 1685  -4% 1630 3%  coverage companies, PSMC registered growth of +4% to 10.8k units, HCAR up by
Ravi 1,469 -12% 1,808 -19% = +1% and INDU sales up by +7% on a monthly basis. For the 9MCY17, HCAR
Bolan 1,657 1% 1,500 10%  registered highest sales growth of +52%YoY.
Total 10,776 4% 9,055 19%
Exhibit:
Relative Performance to KSE 100 Monthly PAMA Sales
140% AUTOASS EMBLERS UNITS Mar17  MoM  YoY IMFY17 YoY
120% KSE 100 =>1300 9,396 8% 12% 72,095 11%
100% 800<x<1000 3,468 2% 41% 24,501 32%
80% 1000<x<1300 5,431 9% 23% 42,974 -20%
60% PASS. CARS 18,295 7% 20% 139,570 2%
0% TRUCKS / BUSES 732 0% 13% 6,174 39%
PICK-UP/JEEPS 2,210 -14% -5% 19,038 -36%
20% TRACTOR 6,650 18%  51% 38,428 73%
0% 2/W 130,670 2% 19% 1,152,254 20%
-20% 3/W 6,257 -13% 41% 53,784 54%
g2 899 98 22 9955055
5 3 s 5 %, % £ %9 c 2 % < TOTAL 164,814 2% 20% 1,409,248 19%
<=7 200 z0 "5 u3=< Source: PAMA, G| Research

Source: Bloomberg, KSE 100 & IGI Research

Analyst HCAR: Civic euphoria continue to uplift sales number...
|Gl Research Euphoria of HCAR’s new Civic model continued well into 2017, with sales up by
reseach@igi.com.pk +84%YoY (+16%MoM) to ~1,518units during Mar-17 (up by +79%YoY to 9,925units
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in 9MFY17). For City variant, sales recorded a growth of +18%YoY (down by 7%MoM)
to 2,277units during Mar-17 (up by +40%YoY to 18,195units in 9MFY17).

...the company could procure +20% earnings CAGR with launch of BRV SUV variant in
the next 3Yrs

Given the benefit under AIDP-lI, the company has intended to extend its SUV
category with launch of Honda BRYV variant (small size SUV). Although not officially
launched, we expect the variant to hit the market by early next month (May-17),
having starting price tag of PKR 2.2mn to 2.35mn, we project monthly demand in
the range of 400-430units (market sources suggest ~3,500 units have already been
pre-booked). Going with our assumption, BRV could accrete earnings growth for the
company by nearly +20% over the next 3Yr, compared to +11% CAGR earlier
estimated without BRV. We await official announcement by the company.

Exhibit:

HCAR Variant Sales

UNITS Mar-17 MoM YoY 9MFY17 YoY
CIvIC 1,518 16% 84% 9,925 79%
CITY 2,277 7% 18% 18,195 40%
HCAR 3,795 1% 38% 28,120 52%

Source: PAMA, |Gl Research

INDU: Corolla facing stiff competition, Fortuner steals the show

INDU’s volume witnessed an increase of +3%YoY to the tune of 5,934units during
Mar-17 (+7%MoM), however down by 4%YoY in 9MFY17. INDU’s Fortuner variant
sales displayed impressive growth of +4.1x%YoY (+3%MoM) to reach 243units,
bringing 9MFY17 sales up by +89%YoY to 811lunits. Whereas Hilux/Revo sales
recorded growth of +12%YoY (down by 25%MoM) to 498units during Mar-17,
bringing SMFY17 up by +14%YoY to 4,239units.

Exhibit:

INDU Variant Sales

UNITS Mar-17 MoM YoY 9MFY17 YoY
COROLLA 5,193 12% -2% 40,694 -6%
FORTUNER 243 3% 305% 811 89%
TOYOTA HILUX 498 -25% 12% 4,239 14%
INDU 5,934 7% 3% 45,744 -4%

Source: PAMA, IGI Research

PSMC: Mehran and Wagon-R displayed impressive sales growth

PSMC'’s volumes are up by +4%MoM to 10.8k units in Mar-17. Sales of Wagon-R
variant showed an impressive +8%MoM growth, recording 1,783units in month of
Mar-17. This brings 9MFY17 total sales of Wagon-R to 12.6k units (up by +84%YoY).
Similarly, Mehran registered an impressive +12%MoM sales to 3.8k units during the
month of Mar-17. However, PSMC volumes declined by 16%YoY to 84,743units in
9MFY17, owing to 45%/41%YoY drop in Ravi/Bolan sales.
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Exhibit:

PSMC Variant Sales

UNITS Mar-17 MoM YoY 9IMFY17 Yoy

WAGON R 1,783 8% 113% 12,595 84%
CULTUS 1,685 -4% 3% 11,905 1%

SWIFT 408 17% 7% 3,281 10%
RAVI 1,469 -12% -19% 13,988 -45%
POTOHAR - 0% 0% - 0%

BOLAN 1,657 1% 10% 14,938 -41%
MEHRAN 3,774 12% 30% 28,036 -1%
LIANA / CIAZ - 0% 0% - 0%

PSMC 10,776 4% 19% 84,743 -16%
PSMC 2W 1,562 -8% 8% 13,599 4%

Source: PAMA, |Gl Research

Recommendation

We maintain our overweight stance on automobile assemblers, with a “BUY” call on
PSMC with target price of PKR 741/share offering an upside of +19.4% from its last
closing. We have a “HOLD” call on HCAR/INDU with a target price of PKR 721/share /
PKR 1,816/share providing a downside/upside of 7.1%/+8.3%.
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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, 1GI
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 priceon 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 - 2017

Valuation Methodology: The analyst(s) has used following valuation methodology to arrive at the target price of the said
security (ies):
DCF (Discounted Cash Flow)

Risk: Investment in securities are subject to economic risk, market risk, interest rate risks, currency risks, credit risks,
political and geopolitical risks. The performance of company(ies) covered herein mightunfavorably 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. Market Cap.: Market capitalization is calculated by multiplying a company's
shares outstanding by current trading price. 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.

IGI Finex Securities Limited

Research Analyst(s) Jama

Research Identity Number: BRP009 Lol chaanas 0—;5‘#_.,_.
© Copyright 2016 IGI Finex Securities Limited hitp:iferew. Jammagunii. gk
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