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Sector Update

UREA/DAP Offtake (Ktons)
Aug-17 YoY 8MCY17 YoY

Urea 468 65% 3,989 26%
DAP 34 -38% 956 16%
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Fertilizer
Aug-17; Higher Urea sales comes as a
surprise moderating inventory levels

= As per latest available NFDC data for the month of Aug-17, total Urea
offtake increased substantially to 949k tons (excluding exports of
67ktons), with FFC leading the sales chart. We attribute the increase in
Urea offtake owning to dealers purchasing in anticipation of price
increase.

=  Forthe month of Aug-17, Urea sales on a monthly basis almost doubled
to 949ktons compared to 339ktons in Jul-17 and 574ktons in Aug-16
last year.

=  For DAP, off-season pulled down overall sales number for during the
month. Total sales registered a drop of 70.6%MoM to 83k tons; with
FFBL offtake down by 63% to 21ktons; while imports stood at 131ktons
down by 57%.

= |n coming months, we expect domestic Urea offtake to moderate end
of aggressive dealer purchases. On exports, higher international prices
would certainly help elevate margins, and manufacturers to flush off
majority of the export order (600,000 tons by Dec-17) by Oct-17.

Aug-17: Urea offtake closed to 1mnton; DAP sales down on off-season demand
As per latest available NFDC data for the month of Aug-17, total Urea offtake
increased substantially to 949ktons (excluding exports of 67ktons), with FFC
leading the sales chart. We attribute the increase in Urea offtake owning to
dealers purchasing in anticipation of price increase. For DAP off-season sales
were relatively disappointing at 83ktons, down by 70.6%MoM.

Urea driving industrial offtake

For the month of Aug-17, Urea sales on a monthly basis almost doubled to
949ktons compared to 339ktons in Jul-17 and 574ktons in Aug-16 last year. As
per our understanding Urea sales during the month were high due to
aggressive purchasing by fertilizer dealer anticipating a price hike in response
to government reducing subsidy by PKR 56/bag on Urea. Nevertheless, Urea
exports during the period declined by 28%MoM to 67ktons owing to lower
international prices (prices recovered in Sep-17). As result of higher offtake and
moderate production, Urea inventory finally settled at 652ktons.

Exhibit:
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Urea

000'Tons Aug-17 Jul-17 Aug-16 8MCY17 8MCY16 YovY
PRODUCTION 515 501 503 3,877 3,978 -3%
OFFTAKE 949 339 574 3,989 3,175 26%
EXPORT 67 93 - 268 _ N/A
IMPORT - - - B, _ N/A
EST. Inventory 652 1,153 1,343 - _

Source: NFDC, |Gl Research
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Exhibit: Company wise off-take

000'Tons Aug-17 Jul-17 8MCY17 YoY
FFC

UREA 377 137 1,599 8%
DAP 12 72 160 272%
UREA 338 74 1,231 30%
DAP 22 133 251 20%
NP & NPK 14 16 109 3%
UREA 78 42 318 8%
DAP 21 57 341 20%
UREA 50 20 299 71%
NP 24 35 248  -16%
CAN 56 54 502 65%

FATIMA (DHCL)
UREA 7 5 198 106%

Source: NFDC, IGI Research

DAP offtake dropped by 70.6%MoM to 83ktons

For DAP, off-season pulled down overall sales number for during the month.
Total sales registered a drop of 70.6%MoM to 83ktons; with FFBL offtake
down by 63% to 21ktons; while imports stood at 131ktons down by 57%.

Exhibit:

DAP

000'Tons Aug-17 Jul-17 Aug-16 8MCY17 8MCY16 YoY

PRODUCTION 74 70 71 525 509 3%

OFFTAKE 83 283 134 956 822 16%

EXPORT - - - - - N/A

IMPORT 131 303 29 849 248 243%
509 387 395

EST. Inventory
Source: NFDC, IGI Research

FFC: Urea leading the overall fertilizer volumes by +86%MoM to 389ktons
For FFC, total fertilizer off-take registered at 389ktons up by, +86%MoM,
dominated by strong off-take of Urea at 377ktons as oppose to 137k tones
last month. According to our estimates, Urea exports during the month
clocked in at ~38ktons, thereby bringing total exports to 51ktons during last
three months. However, DAP sales during the month declined by 83%MoM
to 12ktons.

FFBL: Total offtake remained at stagnant levels of 99ktons

Being the sole producer of DAP, the fertilizer offtake during the month
clocked in at 21ktons down by 63.2%MoM with UREA showing healthy
offtake of 78ktons, up by +86%MoM. This brings total offtake during the
period 8MCY17 to 659ktons, up by 14% YoY.

EFERT: Total offtake reported at 375ktons up by +68%MoM

In case of EFERT, total fertilizer offtake clocked in by +68%MoM to
375ktons, primarily driven by sales of Urea registering at 338ktons, bringing
total fertilizer offtake to 1,231 k tones for 8MCY17. However, on monthly
basis sales of DAP/ NP &NPK declined to 22/14 ktons relative to
133/16ktons offtake in July-17.

FATIMA: Total domestic offtake clocked in at 131ktons up by +120%MoM
For FATIMA overall fertilizer offtake during Aug-17 was 131ktons up by
+120% MoM whereby sales of CAN stood at 56ktons, followed by Urea
offtake at 50ktons (+150%MoM), while NP sliding down by 31.4%MoM to
24ktons. This brings total off-take during 8MCY17 to 1,049ktons, up by
+35%YoY. The exports however remained in line with last month’s offtake,
reporting at 28k tones.

Outlook

In coming months, we expect domestic Urea offtake to moderate end of
aggressive dealer purchases. On exports, higher international prices would
certainly help elevate margins, and manufacturers to flush off majority of
the export order (600,000 tons by Dec-17) by Oct-17. Moreover, on supply
side production halts at PakArab and upcoming winter season will keep
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overall domestic supply situation rather tight. This combined with low
inventory levels will reduce current discounts offered by manufacturers on
Urea sales helping to elevate Urea market margins. We believe EFERT to be
strong beneficiary of current market dynamics due to excess capacity
(utilization level ~75%) during 8MCY17. However for FFC, it would be
stringent to achieve favorable export levels with plant already tied up with
high utilization level of ~117% during 8MCY17.

Part of [(3] Financial Services A A Packages Group Company
Page | 3



BRP - 009

I1G1

Securities

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, |Gl
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 IGl 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)

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.
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