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St ___ Automobile Assembler
sm_ e 2018 P Auto volumes down by 4%MoM in Apr-
INDU UR 14.6x 4.8% UR .
HCAR 215 2aex 12%  sew 17; INDU our preferred stocks despite
PSMC 740.5 20.2x 1.0% SELL

volumetric slowdown

Exhibit: Sales volume for the month of Apr-17 (units)
= Total OEM sales for 10MFY17 stood at 1.57mn units (up by +18%YoY).

Industry Apr-17 MoM _1OMFY17 _ Yof :

Passenger Cars 16390 -10%  155.960 2% However on a monthly basis overall sectF)r sales slowed 0clown across

Commercial 329 13% 7003 38% all categques of OEMs to 0.16mn unhlts, down by 4A)MOM. The

Pick-up / Jeeps 1939 -12% 20977 -34% company is expected to Iaun.ch new facelift model of cor(.)lla. inJul-17.
n

Farm Tractor 6,263 6% 44691  68% Under the trucks/buses section, Gha.ndhara Industries Limited (GHNI)

Motorcycle 129,893 2% 1,284,097  19% ma.nufacturers 01; M/HDV posted highest ever monthly sale of 295

3-wheeler 5296  -15% 59080  50% unfts .(upl\;bleEOA:Mol\/l), compared to average monthly sale of 194

Total 160,610  -4% 1,571,808  18% S LD LR

INDU = Corolla facelift, expected by Aug-17 to elevate sales and rescue

------------------------------------------------------------------------------------------ deteriorating company sales

Corolla 4,753 -8% 45,447 -6% . . .

Fortuner o1y 13% 1023 110% = We maintain our overweight stance on automobile assemblers,

i ’ ’ ? however |Gl coverage companies (HCAR, PSMC, and INDU) have well
Hilux 674 35% 4,913 14% f d si initial call. C | h sell call both
Total 5 639 oo 51383 3% performed since our initial call. Currently we have a Sell call on bot

0 ’ ? ’ ° HCAR and PSMC, while we our reviewing our investment case on INDU
AR e considering recent development.

Civic + City 3,519 -7% 31,639 49%

pPSMC As per the latest Pakistan Automotive Manufacturers Association (PAMA), total

Wagon R 1,484  -17% 14079  81%  OEM sales for 1I0MFY17 stood at 1.57mn units (up by +18%YoY). However on a

Cultus 1,321 -22% 13,226 0%  monthly basis overall sector sales slowed down across all categories of OEMs

Swift 301 -26% 3,582 8%  to 0.16mn units, down by 4%MoM. We highlight key reason for monthly

Ravi 1,053 -28% 15,041  -44% slowdown to various model launches across passenger car segments.

Bolan 1,181 -29% 16,119 -40%

Mehran 3,831 2% 31,867 1%  Auto sales decline by 4%MoM; with volumes experiencing a slow down across

Total 91710 _15% 939140 -1a% all the categories..

Relative Performance to KSE 100 Passenger car category saw a decline of 10%MoM to 16.9k units, led by over

140% 1,300cc engine size. Variant wise, corolla sales dropped by 8%MoM to 4.7k
AUTOASSEMBLERS : L ) i .

120% KSE 100 Units. In the mid-size engine category, Pakistan Suzuki Motors Company

100% (PSMC) flagship models Wagon R and Cultus both saw a decline of 17% and

0% 22% on a monthly basis. Key reason for drop in these two variants we believe
0% is due to recent launch of Cultus and price increase of Wagon R variant causing

(]
a sales delay.

40%

20% ...expect for Trucks; leading the sales growth chart, with GHNI sales growth up

0% by +13%MoM
_20% Under the trucks/buses section, Ghandhara Industries Limited (GHNI)

I I I R R I I R A SN manufacturers of M/HDV posted highest ever monthly sale of 295 units (up by
F & §F YK F TS e

A Yo F T EY v +30%MoM), compared to average monthly sale of 194 units in SMFY17.
Source: Bloomberg, KSE 100 & IGI Research Resultantly, overall trucks sale recorded a healthy a growth of +13%MoM to
Analyst 728 units.

Saad Khan . .

Head of Research INDU: Corolla sales temporarily down; whereby Hilux/Revo saves the day
reseach@igi.com.pk INDU’s volume down by 5%YoY to the tune of 5,639 units during Apr-17.
Tel: (+92-21) 111-234-234 Ext.: 810 Corolla sales dropped by 8%MoM to 4,753 units as 11" generation model

matures. However, Hilux/Revo sales jacked up to post +35%MoM growth
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with sales units touching a high of 674 units during the month.

New corolla facelift expected by Aug-17; should elevate volumes

INDU stock performance CY17 to date is at +24%, compared to its peers HCAR
and PSMC at +36% and +45%. Understandably the stock performance is
reflective of company’s deteriorating sales growth — down by 3%YoY in
10MFY17 compared to +49%YoY growth in HCAR. However, as per our channel
checks, the company is expected to facelift of its flagship model of Corolla
starting FY18, whereby we feel sales volumes could easily gather pace. The
company has revised its model prices on average by PKR 70,000-150,000/unit
(up by +~10%). Henceforth we flag, recent volumetric slowdown could partially
be attributable to anticipation of Corolla facelift model.

Recommendation

We maintain our overweight stance on automobile assemblers, however |Gl
coverage companies (HCAR, PSMC, and INDU) have well performed since our
initial call. Currently we have a Sell call on both HCAR and PSMC, while we our
reviewing our investment case on INDU considering recent development.

Exhibit:

Monthly PAMA Sales

UNITS Apr-17 MoM YoY 10MFY17 Y/Y

=>1300 8,573 -9% 8% 80,668 11%
800<x<1000 2,805 -19% 14% 27,306 30%
1000<x<1300 5,012 -8% 8% 47,986 -18%
PASS. CARS 16,390 -10% 9% 155,960 2%

TRUCKS / BUSES 829 13% 33% 7,003 38%
PICK-UP/JEEPS 1,939 -12% -11% 20,977 -34%
TRACTOR 6,263 -6% 42% 44,691 68%
2/W 129,893 -2% 11% 1,284,097 19%
3/W 5,296 -15% 19% 59,080 50%
TOTAL 160,610 -4% 12% 1,571,808 18%

Company-wise Sales

UNITS Apr-17 M/M Y/Y 10MFY17 Y/Y

INDU 5,639 -5% 3% 51,383 -3%
PSMC 9,171 -15% 2% 93,915 -14%
HCAR 3,519 -7% 28% 31,639 49%
AGTL 2,180 -16% 13% 16,106 63%
MTL 4,034 1% 65% 28,193 76%
HINO 50 -25% -37% 631 -5%
GHNL 48 -4% -43% 650 -2%
GHNI 324 30% 103% 2,241 98%
ATLH 84,185 -1% 15% 795,580 18%
PSMC (2/W) 1,641 5% 14% 15,240 5%

TOTAL 110,791 -3% 15% 1,035,578 15%

Source: PAMA, |Gl Research
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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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