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= As per the provisional numbers, cement dispatches for the month of Jun-18
LUCK 498 0% 7,797 12% . o . .
o 4817 2o registered a stable growth of +3%YoY to clock in at 2.81mn tons as against
DGKC 323 6% ’ ° 2.73mn tons in the similar month last year.
MLCF 229 5% 3,690 14%
FCCL 197 11% 3,370  16% = Cement prices across the country have increased by +2%MoM in an effort to
CHCC 132 -28% 2,421 57% mitigate the impact of enhanced FED promulgated in Finance Act 2018-19.
KOHC 113 27% 2,246 10% ) I . .
oo oo "  The recent rally in global oil prices has had a chain effect on global commodity
ACPL 219 35% 2,463 19% prices. This coupled with enhanced demand triggered from India and
PIoC 119 6% 1,618 8% restricted coal production from China have pushed prices of coal above the
Industry 2,808 3% 45,723 13% two digit mark for the last couple of months.
= With Eid holidays over, the construction industry is back on track and as such
Exhibit: Industry focusing towards local sales we expect resumption of dispatches figures in the month of Jul-18.
5.0 = Local B Export Provisional dispatches figures for Jun-18 post +3%YoY growth; decline by
4.5

28%MoM on account of benign construction following Ramadan and festive
holidays

As per the provisional numbers, cement dispatches for the month of Jun-18 registered
a stable growth of +3%YoY to clock in at 2.81mn tons as against 2.73mn tons in the
similar month last year. Cumulatively, this brings FY18 dispatches to 45.72mn tons in
contrast to 40.32mn tons in FY17, marking a rise of +13%YoY. However, on a sequential
basis, a considerable fall of 28%MoM was witnessed, largely accredited to benign
construction activities in the holy month of Ramadan and festive holidays following it.
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Local 2.44 3.48 -30% 2.38 2% 41.01 35.65 15%
Exports 0.37 0.44 -16% 0.34 7% 4.72 4.66 1%
Exhibit: Relative Performance to KSE 100 Grand Total 281 3.92 -28% 273 3% 4572 40.32 13%
20% .
Lo ——— Cement Sector KSE100 Index Source: IGI Research, APCMA
0% Company wise: BWCL & LUCK led the volumetric chart
10% Market share, as determined by the capacity available to each player, continued to be
led by Bestway Cement Limited (BWCL) with Lucky Cement Limited (LUCK) playing
0,
20% second fiddle. Conversely, with respect to growth in dispatches, Attock Cement Pakistan
30% Limited (ACPL) spearheaded the volumetric chart with a significant +35%YoY growth
40% attributed to greater exports achieved on account of enhanced capacity.
50% . " . .
Cement prices rise to pass over enhanced FED validated through Finance Act
60%

2018-19.
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L (Y s per the weekly data published by Pakistan Bureau of Statistics (PBS), cement prices
8223882 2280282 ss s across the country rose by 2%MoM to clock in at an average national price of PKR
561/bag as opposed to PKR 547/bag in May-18. We view this rise in prices as an effort
Source: Bloomberg, PSX & IG| Research by industry players to pass over the impact of enhanced FED promulgated through
Finance Act 2018-19. The industry players’ unison with respect to prices given
Muhammad Saad, ACCA expansions coming online in both geographical spheres of the country marks a positive
Research Analyst sign for the sector as a whole.
muhammad.saad@igi.com.pk
Tel: (+92-21) 111-234-234 Ext.: 816
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Notable highlights in Jun-18

e BWCL successfully commissioned its 1.9mn tpa
brownfield expansion plant.

e LUCK managed to achieve financial close for its 100%
indirectly owned subsidiary, Lucky Electric Power
Company Limited.

® P|OC successfully enhanced the capacity of its
cement grinding mills to 345 tons per hour.

Upcoming developments to lookout for in Jul-18

e Kohat Cement Company Limited (KOHC) is expected
to announce the commissioning of its new grinding
mill. We expect the Company to enhance its market
share once this is achieved.

e FCCL is expected to announce its intentions over
expansions along with its annual financial result.

Exhibit:

North and South Price Statistics (PKR/bag)
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Rising global crude oil prices and production restrictions in China push
global coal prices upwards

The recent rally in global oil prices has had a chain effect on global commodity prices,
with coal prices also rising along with it. This coupled with enhanced demand triggered
from India and restricted coal production from China have pushed prices of coal above
the two digit mark for the last couple of months. Accordingly, average international
coal prices clocked in at USD 103.89 in Jun-18 as against USD 101.50 in the previous
month, marking a rise of 2% MoM.

Exhibit:
Last 12 month International coal price movement (USD/ton)
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End of Eid holidays to resume construction activities. Stable demand
outlook projected for FY19

With Eid holidays over, the construction industry is back on track and as such we expect
resumption of dispatches figures in the month of Jul-18. Looking ahead, we expect the
overall demand to remain stable in FY19 ascribed to commencement of major CPEC
projects therein and continuation of high levels of PSDP allocations to achieve GDP
targets set by the government. Simultaneously, private demand is also expected to rise
following attractive tax measures adopted for facilitation of Pakistan Mortgage
Refinance Company which is expected to provide fixed and attractive mortgage rates
for private house building across the country.
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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 — 2018

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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