BRP - 009

Day Break

Monday, 14 October 2019

IG1

Securities

Sector Update

Exhibit: Relative Performance to KSE 100

Automobile Assemblers

Sep-19: Dismal sales performance for the
1QFY20; Industry volumes down by 23% y/y

= The latest sales data released by Pakistan Automotive Manufacturers
Association (PAMA) for Sep-19, reports industry sales volume declined by
26%YoY to 141k units as all segments witnessed drop in their sales.

= We attribute the steep decline in sales to multiple factors such as increase in
car prices (PKR depreciation pass-over and increase in FED), monetary
tightening and hefty tax measures on non-filer customers.

= With respect to company wise, HCAR witnessed significant drop of 68%YoY
to 1.5k units followed by INDU at 57%YoY to 2.1k units. Similarly, PSMC
sales collapsed by 18%YoY to 8.2k units. On a sequential basis INDUs sales
inched down by a minor 2%MoM while PSMC and HCAR witnessed 23%/
10%MoM increase.

=  We have an underweight stance on the sector as we expect macro-economic
head winds will keep demand at bay.

Industry sales down by 26%YoY as all segments reported drop across the board

The latest sales data released by Pakistan Automotive Manufacturers Association
(PAMA) for Sep-19, reports industry sales volume declined by 26%YoY to 141k units as
all segments witnessed drop in their sales. However, on a sequential basis, sales inched
up by +2%YoY owing to +2.6x growth in 3/W segment followed by +48% jump in tractor
sales and +20% increase in passenger car sales. On a cumulative basis for the 1QFY20
industry sales were down by 23%YoY to 409k units. We attribute the steep decline in
sales to multiple factors such as increase in car prices (PKR depreciation pass-over and
increase in FED), monetary tightening and hefty tax measures on non-filer customers.

Big three sales on a slippery slope

With respect to company wise, HCAR witnessed significant drop of 68%YoY to 1.5k
units followed by INDU at 57%YoY to 2.1k units. Similarly, PSMC sales collapsed by
18%YoY to 8.2k units. On a sequential basis INDU’s sales inched down by a minor
2%MoM while PSMC and HCAR witnessed 23%/10%MoM increase.
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UNITS Sep-19  Aug-19 MoM  Sep-18  YoY 1QFY20 1QFY19 Yoy
Below 1,000cc 5,793 4195  38% 3539 64% 15298 11,853 99y
1,000cc<>1,300cc 1,781 1,934 -8% 4,455  -60% 5,766 12,718 550
Above 1,300cc 3,349 2,997 12% 8,963 -63% 9,953 26,650 .39
PASS. CARS 10,923 9,126 20% 16,957 -36% 31,017 51,221 399
TRUCKS / BUSES 264 281 -6% 589  -55% 1,070 2,005  _47%
PICK-UP/JEEPS 896 1,096 -18% 2,388  -62% 3,618 7130 _49%
TRACTOR 3,761 2,545 48% 5818 -35% 9,395 13,731 3005
2/W 122,718 125,013 2% 160,201 -23% 358,428 441,856 .199
3w 3,423 1,325 158% 5518 -38% 6,348 14770 579
TOTAL 141,985 139,386 2% 191,471 -26% 409,876 530,713  -23%

Source: PAMA, |Gl Research
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Company-wise sales

HCAR: Sales of Civic/City down to 3-year low; 52%YoY decline in total sales
during the émonth period: HCAR sales for the month of Sep-19 dropped by
68%Yo0Y to 1.4k units as sales of Civic/City recorded 68%YoY. Similarly, sales of
BR-V also collapsed massively by 82%YoY to 78 units. On a cumulative basis, for
IHMY20 sales of HCAR have dropped by whooping 52%YoY to 11.0k units
owing to 55% and 38% drop in Civic/City and BR-V volumes, respectively.

INDU: Injury continues as INDU’s flagship Corolla declines severely: The
Company witnessed 4-year low sales volumes, depicting a drop of 57%YoY to 2.1k
units. All units reported double digit decline in their sales with Corolla coming
across a hefty drop of 59% on year to 1.8k units. Likewise, Fortuner and Hilux also
observed a major drop (43%/32%) in their sales to 0.1k units and 0.2k units
respectively. For the 1QFY20, INDU volumes have collapsed by more than half to
6.7k units.

PSMC: Newly launched Alto driving company’s sales; cumulative sales for
IMCY19 down by 12%YoY to 106.5 k units: For the month in review, total sales
decreased by 29%YoY to 8.6k units as all units reported decline in their volumes.
However, on a sequential basis sales increased by +23%MoM primarily on the back
of +43%MoM increase in Alto sales and +15%MoM growth in LCV segment. On
a cumulative basis, for IMCY 19 total sales (including 2/w segment) have dropped
substantially by 12%YoY to 106.5k units.

Exhibit: Monthly average sales of HCAR, INDU and PSMC drops close Exhibit: Passenger Cars monthly sales growth m/m

to 2012 (in Ths Units)
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Exhibit: Top passenger cars break-up company wise
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Recommendation

We have an underweight stance on the sector as we expect macro-economic head
winds will keep demand at bay. Amongst our coverage companies we have a
liking for INDU with our rolled over Dec-20 target price of PKR 1,196.2 /share.
The company is currently trading at FY20 P/E of 12.1x, offering a dividend yield
of 5.4%.
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Exhibit: Monthly Sales
UNITS Sep-19 Aug-19 MoM Sep-18 YoY 1qFY20 1qFY19 Y'Y FY19 FY18
Below 1,000cc 5,793 4,195 38% 3,539 64% 15,298 11,853 29% 51,294 67,959
1,000cc<>1,300cc 1,781 1,934 -8% 4,455  -60% 5,766 12,718  -55% 55,377 49,689
Above 1,300cc 3,349 2,997 12% 8,963  -63% 9,953 26,650  -63% 100,959 99,140
PASS. CARS 10,923 9,126 20% 16,957 -36% 31,017 51,221 -39% 207,630 216,788
TRUCKS / BUSES 264 281 -6% 589 -55% 1,070 2,005  -47% 6,763 9,946
PICK-UP/JEEPS 896 1,096  -18% 2,388  -62% 3,618 7,130  -49% 32,640 41,845
TRACTOR 3,761 2,545 48% 5,818  -35% 9,395 13,731 -32% 50,405 70,866
2/W 122,718 125,013 2% 160,201  -23% 358,428 441,856  -19% 1,685,758 1,781,359
3/IW 3,423 1,325 158% 5518  -38% 6,348 14,770  -57% 57,435 72,961
TOTAL 141,985 139,386 2% 191,471  -26% 409,876 530,713  -23% 2,040,631 2,193,765
Company-wise Sales
UNITS Sep-19 Aug-19 MoM Sep-18 YoY 1qFY20 1qFY19 Y'Y FY19 FY18
INDU 2,121 2,173 -2% 4,933 -57% 6,707 15,419  -57% 65,399 63,068
PSMC 8,157 6,615 23% 9,900 -18% 23,147 29,478  -21% 130,002 144,070
HCAR 1,446 1,314 10% 4,512 -68% 4,454 13,454  -67% 44,234 51,495
AGTL 2,044 1,304 57% 1,737 18% 4,470 3,602 24% 18,451 27,839
MTL 1,663 1,228 35% 4,028  -59% 4,829 10,014  -52% 31,560 42,707
HINO 158 158 0% 447  -65% 614 1,424 -57% 4,247 8,265
GHNL - - 0% - 0% - - 0% - 18
GHNI 166 195 -15% 290 -43% 781 891  -12% 3,655 4,000
ATLH 75,007 80,104 -6% 96,008  -22% 235,116 266,029  -12% 1,114,956 1,150,346
PSMC 8,157 6,615 23% 9,900 -18% 23,147 29,478  -21% 130,002 144,070
SZEW 1,007 - 0% 1,630  -38% 1,592 4,440 -64% 15,845 21,978
TOTAL 99,926 99,706 0% 133,385 -25% 304,857 374,229  -19% 1,558,351 1,657,856
UNITS Sep-19 Aug-19 MoM Sep-18 YoY 1qFY20 1qFY19 Y'Y FY19 FY18
CIVIC 1,000 1,000 0% 1,000 0% 3,000 3,000 0% 12,000 12,000
CITY/CIVIC 368 106 247% 3,083  -88% 926 9,161  -90% 27,189 30,812
CITY/CIVIC 1,368 1,106 24% 4,083  -66% 3,926 12,161  -68% 39,189 42,812
BRV 78 208 -63% 429 -82% 528 1,293 -59% 5,045 8,683
HCAR 1,446 1,314 10% 4,512  -68% 4,454 13,454  -67% 44,234 51,495
COROLLA 1,795 1,727 4% 4,426 -59% 5,503 13,196  -58% 56,720 51,412
FORTUNER 104 88 18% 182 -43% 266 606  -56% 2,609 4,186
TOYOTA HILUX 222 358 -38% 325 -32% 938 1,617  -42% 6,070 7,470
INDU 2,121 2,173 2% 4,933 -57% 6,707 15419  -57% 65,399 63,068
ALTO 4,924 3,435 43% - 0% 12,943 - 0% 1,685 -
WAGON R 680 645 5% 2,667  -75% 2,168 7,889  -73% 32,614 29,206
CULTUS 1,101 1,280 -15% 1,788  -38% 3,598 4,829  -25% 22,763 20,483
SWIFT 186 164 13% 454 -59% 524 1,293 -59% 5,050 4,916
RAVI 397 322 23% 1,452 -73% 1,559 3,614  -57% 18,281 21,506
BOLAN 403 371 9% 1,219 -67% 1,106 3,778 -71% 17,628 21,738
MEHRAN 466 389 20% 2,320  -80% 1,249 8,075  -85% 31,981 46,221
PSMC 8,623 7,004 23% 12,220 -29% 23,147 29,478  -21% 128,317 144,070
PSMC 2W 1,856 1,548 20% 1,922 -3% 5,018 5,660 -11% 23,352 21,725
AGTL 2,044 1,304 57% 1,737 18% 4,470 3,602 24% 18,451 27,839
MTL 1,663 1,228 35% 4,028 -39% 4,829 10,014 -52% 31,560 42,707
ATLH 75,007 80,104 -6% 96,008 -22% 235,116 266,029 -12% 1,114,956 1,150,346
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, 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.

IGI Finex Securities Limited

Research Analyst(s) D Jama

Research Identity Number: BRP009 AL £ (4 lab s S L
© Copyright 2018 IGI Finex Securities Limited http://www.jammapunji.pk
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