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Exhibit: Industry Car sales volume
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Automobile Assemblers

Feb-19: Industry volumes down by 8%YoY to
162k units; recent policy amendment to drive
recovery

e The latest sales data released by Pakistan Automotive Manufacturers
Association (PAMA), shows industry sales volume declined by 8%YoY to 162k
units as all segments reported decline in their sales. On cumulative basis, for
8MFY19 sales have weakened by 7%YoY to 1,374k units, marred by high
interest rates, increase in car prices and impact of non-tax filer in our view.

e  With respect to company wise, HCAR witnessed a major decline of
41%MoM/27%Y oY to 3.3k units. This was followed by PSMC also reporting
a drop of 8%MoM/17%YoY to 10.9k units. However, INDU remained
relatively in a better position reporting an increase of +8%YoY to 5.5k units
while witnessing a decline of 12% on sequential basis.

e We have a “BUY?” call on INDU, based on our revised Dec-19 target price of
PKR 1,662/share, offering +21% upside from its last closing. The company is
currently trading at FY 19E P/E of 7.34x and offers a dividend yield of 9.4%.

Industry sales recorded at 162k units as all segments reported drop in their volumes
The latest sales data released by Pakistan Automotive Manufacturers Association (PAMA),
shows industry sales volume declined by 8%YoY to 162k units as all segments witnessed
drop in their sales. On a cumulative basis, for SMFY 19 sales have weakened by 7%YoY to
1,374k units, marred by high interest rates, increase in car prices and impact of non-tax filer
in our view.

On a sequential basis, industry volumes have decreased by 7%MoM as major segments
reported decline in their volumes. However, sales of tractor witnessed a rebound of
+16%MoM to 4.0k units. In 3/W and 2/W segments volumes slumped by 6%/25%MoM to
133k/5.4k units. Likewise, passenger car segment reported a decline of 12%MoM to 17.1k
units as sales of cars exceeding engine capacity of 1000cc drained by 17%MoM to 12.5k
units.

Major OEM’s displayed negative growth in sales

With respect to company wise, HCAR witnessed a major decline of 41%MoM/27%YoY to
3.3k units. This was followed by PSMC also reporting a drop of 8%MoM/17%YoY to 10.9k
units. However, INDU remained relatively in a better position reporting an increase of
+8%Yo0Y to 5.5k units while witnessing a decline of 12% on sequential basis.
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Exhibit:
Monthly PAMA Sales
UNITS Feb-19 Jan-19  MoM Feb-18  YoY 8MFY19 8MFY18
=>1300 8,239 9,750  -15% 8413 2% 70,232 64,145
800<x<1000 4,570 4,318 6% 6,372 -28% 33,845 45,607
1000<x<1300 4,262 5285 -19% 4,242 0% 36,385 32,633
PASS. CARS 17,071 19,353  -12% 19,027 -10% 140,462 142,385
TRUCKS / BUSES 563 602 -6% 779 -28% 4,936 6,279
PICK-UP/JEEPS 2,590 3160 -18% 3,627  -29% 21,778 27970
TRACTOR 4,044 3,486  16% 6,454  -37% 32,013 44,606
2IW 133137 141,607 -6% 140,110  -5% 1,134,486 1,201,996
3w 5418 7213 -25% 6,200 -13% 40,973 52,993
TOTAL 162,823 175421  -7% 176,197 8% 1,374,648 1,476,229

Source: PAMA, IGI Research
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Exhibit:
Automobile sales composition-Feb-19

HCAR: BR-V stands laggard; total volumes for 11MM19 flat at 44.6k units

For the month of Feb-19, sales of Civic/City decreased by 27%MoM to 2.95k units with BR-
V also showcasing a negative growth of 33% to 331 units. As a result, total company’s sales
volume are down by 27%MoM to 3.3k units. On a cumulative basis for the 11-month period
total volumes are relatively flat at 44.6k units led by +9%YoY growth in Civic/City sales
(39.5k units), absorbing the substantial decline of 34%YoY in BR-V sales (5.1k units).

INDU: Corolla driving company’s sales in the mix

The company registered a volumetric decline of 12%MoM to 5.5k units for the month of Feb-
19. On an individual basis, sales of Corolla and Hilux, witnessed drop of 8%/61%MoM to
4.9k/0.2k units while Fortuner picked up pace at a growth of +29%MoM to 332 units. For the
8MFY19, total sales volume for the company increased by +9%YoY to 44.4k units backed
by positive sales growth of +14%YoY in Corolla (38.2k units) with Hilux and Fortuner
trailing behind with a drop of 9%/19% YoY to 4.3k/1.8k units .

PSMC: Cumulative sales for 2MCY19 recorded at 26.k units, down by 8%YoY

PSMC sales weakened by 6%MoM to 12.8k units wherein Wagon R /Cultus sales declined
by 22%/16%MoM to 2.4k/1.8k units. In LCV segment, sales inched down by 2%YoY to 3.3k
units. However, Mehran sales increased by +8%MoM to 2.9k units led by its limited edition
offering in the market. On a cumulative basis, for 2MCY'19 total sales have collapsed by
12%YoY to 26.4k units owing to substantial decline (20%/27%)Y0Y in Mehran /Bolan sales
while Wagon R/ Cultus managed to attain growth of +1%/14%YoY to 5.5k/4.0k units.

Exhibit:
Company wise passenger car sales for Feb-19
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Outlook:

The recent policy amendment allowing non-filers to purchase local assembled cars
irrespective of engine capacity is positive for local OEMs. We view the impact of this
measure to be visible in the next quarter with companies witnessing rebound in their
volumes. On an individual basis, we may see substantial recovery in PSMC and HCAR
volumes which have decreased by -5%/11%YoY since the imposition of ban from Jul-
18.

Recommendation

We have a “BUY” call on INDU, based on our revised Dec-19 target price of PKR
1,662/share, offering +21% upside from its last closing. The company is currently trading at
FY19E P/E of 7.34x and offers a dividend yield of 9.5%.
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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, |Gl Finex Securities Limited nor any director, officer or employee of I1GI 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 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. CY/FY: Calendar/Fiscal/Financial Year. YoY/ QoQ/ MoM: Year-on-Year, Quarter-on-Quarter, Month-on-Month.
Th /Mn /Bn /Tn: Thousands/Million/Billion/Trillion.
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Research Identity Number: BRP009
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