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Automobile Assemblers

Jan-2020: A bleak start to 2020 auto sales as
passenger car falls 48%y/y to 10k units

v' The latest sales data released by Pakistan Automotive Manufacturers
Association (PAMA) for Jan-20, reports industry sales volume
dropped by 11%y/y to 156k units as all segments witnessed decline
across the board.

v' Amongst our coverage companies we have a liking for INDU with our
Dec-20 target price of PKR 1,403 /share. The company is currently
trading at FY20 P/E of 11.7x, offering a dividend yield of 5.6%.

Industry sales down 11%y/y as all segments reported decline across the
board

The latest sales data released by Pakistan Automotive Manufacturers
Association (PAMA) for Jan-20, reports industry sales volume dropped by
11%y/y to 156k units as all segments witnessed decline across the board.
However, on a sequential basis, sales increased by +9% where tractor, trucks,
buses and 3/w segment demonstrated significant growth. A mixed growth was
seen within passenger car segments resulting in relatively flat sales volume (10.k
units). On a cumulative basis for the 7MFY20 industry sales dropped by 14%y/y
to 1,040k units as segments witnessed double digit decline in their volumes. To
note, industry sales have been on declining trend as worsening economic
situation spurred by increase in interest rates and car prices (PKR depreciation
pass-over and increase in FED) have kept consumers demand at bay.

INDU and HCAR sales recovered on sequential basis; PSMC remained
laggard

With respect to company wise, HCAR witnessed significant rebound in sales
volumes to 2.2k units followed by INDU recording +72% increase to 4.0k units
on sequential basis. However, PSMC sales suffered 36%m/m decline to 5.5k
units. Compared to last year sales figure the big three sales showcased
significant drop with PSMC turning out as a major laggard with a drop of
53%yly.

Exhibit: Monthly PAMA Sales
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KUNITS Jan-20  Dec-19 MM Jan-19 YIY 7MFY20 7MFY19 YIY
Below 1,000cc 2.35 235  -25% 2.35 9% 47.94 46.17 1%
1,000cc<>1,300cc 2.21 2.27 -9% 227  -571% 3242 4542 -59%
Above 1,300cc 5.47 5.47 8% 547 -59% 55.99 8722 -64%
PASS. CARS 10.09 10.09 -11% 10.09  -44% 136.35 178.81 -44%
TRUCKS / BUSES 0.44 044  28% 044  -40% 433 701 -47%
PICK-UP/JEEPS 181 181 -3% 181 -38% 20.82 29.70  -51%
TRACTOR 2.19 219 -36% 219 -52% 35.80 46.60 -41%
2IW 136.12 136.12 -8% 136.12 3% 1,467.11 143295 -11%
3w 6.33 326 -22% 326 -30% 40.01 50.24  -42%
TOTAL 156.96 14243 -9% 142.43 -5% 1,704.42 1,74530 -17%

Source: PAMA, IGI Research
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Company-wise sales

e HCAR sales recorded strong recovery on m/m basis but weakened
51%on year: HCAR sales for the month of Jan-20 dropped by 51%y/y
to 2.2k units as sales of Civic/City reported substantial decline of 53%
followed by BRV also showing 33%y/y drop. On the flip side, sales
recorded strong rebound on sequential basis with BRV leading the
growth by 2.7x m/m. On a cumulative basis, for the 10-month period
volumes suffered 45%y/y drop to 22.5k units as sales of Civic/City
decreased 41%y/y to 19.2k units.

e INDU sales decreased by 36%y/y, improved +72% on sequential
basis: For the month of Jan-20, company sales slumped by 36% y/y to
18.2k units as Corolla sales showcased 36% decline to 3.4k units with
Fortuner sales recorded 42% drop to 150 unit. On a sequential basis,
volumes of all units improved with high margin segment witnessing
strong recovery in sales, particularly Hilux. To note, total sales for the 7-
month period sales dropped by 53%y/y to 18.2k units

e PSMC sales remained laggard, witnessing 53%y/y and 36%m/m
drop in sales: For PSMC sales decreased to 5.5k units as all units
showcased double digit decline. However, sales of Cultus recovered
+85% m/m to 1.7k units. Alto sales, however normalized after
witnessing strong demand in preceding months. Amongst all units, sales
of Wagon R suffered massive decline of 82%y/y to 0.6k units.

Exhibit: Monthly average sales of HCAR, INDU and PSMC Exhibit: Passenger Cars y/y change in sales for Jan
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Recommendation

We have a “BUY” call on INDU based on our Dec-20 target price of PKR
1,403/share, offering 40% upside from its last closing. The company is currently
trading at FY20 P/E of 11.7x, offering a dividend yield of 5.6%.

Page | 2

Part of [(z] Financial Services A A Packages Group Compan)



Pakistan Strategy

Wednesday, 12 February 2020

IG1

Securities

SERVING YOU SINCE 1994

Exhibit: Monthly Sales

UNITS Jan-20 Dec-19 M/M Jan-19 YIY 7TMFY20 7TMFY19 YIY FY19 FY18 FY17
Below 1,000cc 2,350 4,616 -49% 4,318 -46% 47,944 46,169 4% 51,294 67,959 57,178
1,000cc<>1,300cc 2,268 2,125 7% 5,285 -57% 32,415 45,417 -29% 55,377 49,689 34,679
Above 1,300cc 5,467 3,246 68% 9,750 -44% 55,991 87,220 -36% 100,959 99,140 93,871
PASS. CARS 10,085 9,987 1% 19,353 -48% 136,350 178,806 -24% 207,630 216,788 185,728
TRUCKS / BUSES 437 312 40% 602 -27% 4,328 7,014  -38% 6,763 9,946 8,629
PICK-UP/JEEPS 1,806 2,116  -15% 3,185 -43% 20,818 29,696 -30% 32,640 41,845 27,340
TRACTOR 2,191 1,145 91% 3,486 -37% 35,802 46,596 -23% 50,405 70,866 54,937
2/W 136,120 125,604 8% 141,607 4% 1,467,110 1,432,945 2% 1,685,758 1,781,359 1,556,338
3/wW 6,325 3,262 94% 7,213 -12% 40,009 50,239 -20% 57,435 72,961 68,742
TOTAL 156,964 142,426 10% 175,446 “11% 1,704,417 1,745,296 -2% 2,040,631 2,193,765 1,901,714
Company-wise Sales
UNITS Jan-20 Dec-19 M/M Jan-19 YIY 7TMFY20 7TMFY19 YIY FY19 FY18 FY17
INDU 4,022 2,332 2% 6,249 -36% 39,187 55,521  -29% 65,399 63,068 59,911
PSMC* 5,545 8,732  -36% 11,746 -53% 94,491 111,679 -15% 130,002 144,070 114,044
HCAR* 2,210 1,005 120% 4,518 -51% 22,513 41,277 -45% 44,234 51,495 39,109
AGTL 882 140 530% 1,950 -55% 13,513 17,056  -21% 18,451 27,839 19,833
MTL 1,309 1,005 30% 1,492 -12% 22,083 29,130 -24% 31,560 42,707 34,506
HINO 109 125  -13% 250 -56% 2,769 4,770 -42% 4,247 8,265 7,509
GHNI 332 196 69% 277 20% 2,925 3,177 -8% 3,655 4,000 2,905
ATLH 95,016 85,030 12% 95,009 0% 991,227 950,854 4% 1,114,956 1,150,346 960,105
PSMC 5,545 8,732  -36% 11,746 -53% 94,491 111,679 -15% 130,002 144,070 114,044
SZEW 2,524 615 310% 2,505 1% 11,317 15,026 -25% 15,845 21,978 21,109
TOTAL 117,494 107,912 9% 135,742 -13% 1,294,516 1,340,169 -3% 1,558,351 1,657,856 1,373,777
Variant-wise Sales
UNITS Jan-20 Dec-19 M/M Jan-19 YIY TMFY20 7TMFY19 YIY FY19 FY18 FY17
CITY/CIVIC 1,878 884 112% 4,026 -53% 19,226 36,546 -47% 39,189 42,812 36,950
BRV 332 121 174% 492 -33% 3,287 4,731 -31% 5,045 8,683 2,159
HCAR 2,210 1,005 120% 4,518 -51% 22,513 41,277 -45% 44,234 51,495 39,109
COROLLA 3,445 2,085 65% 5,353 -36% 33,659 46,471  -28% 56,720 51,412 52,676
FORTUNER 150 76 97% 258 -42% 1,468 2,956 -50% 2,609 4,186 1,375
TOYOTA HILUX 427 171 150% 638 -33% 4,060 6,094 -33% 6,070 7,470 5,860
INDU 4,022 2,332 72% 6,249 -36% 39,187 55,521 -29% 65,399 63,068 59,911
ALTO 1,794 3,700 -52% - n.m 27,137 - n.m 1,685 - -
WAGON R 567 1,207 -53% 3,100 -82% 16,127 27,616  -42% 32,614 29,206 17,671
CULTUS 1,701 918 85% 2,185 -22% 16,288 17,801 -8% 22,763 20,483 17,006
SWIFT 144 277  -48% 371 -61% 3,106 4,203 -26% 5,050 4,916 4,245
RAVI 783 1,714  -54% 1,772 -56% 11,026 15,890 -31% 18,281 21,506 17,944
BOLAN 554 841  -34% 1,609 -66% 9,587 15,215  -37% 17,628 21,738 19,245
MEHRAN 2 75 -97% 2,709 -100% 11,220 30,954 -64% 31,981 46,221 37,933
PSMC 5,545 8,732 -36% 11,746 -53% 94,491 111,679 -15% 130,002 144,070 114,044
PSMC 2w 1,876 1,898 1% 1,874 0% 20,404 19,491 5% 23,352 21,725 18,478
AGTL 882 140 530% 1,950 -55% 13,513 17,056 -21% 18,451 27,839 19,833
MTL 1,309 1,005 30% 1,492 -12% 22,083 29,130 -24% 31,560 42,707 34,506
ATLH 95,016 85,030 12% 95,009 0% 991,227 950,854 4% 1,114,956 1,150,346 960,105
Source: PAMA, IGI 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, 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)

Time Horizon: Dec — 2019

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

(Discounted Cash Flow)

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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