
 
BRP-009 

Day Break   

Monday, 07 September 2020 
  

 

   

Page | 1

 
Jamapunji: www.jamapunji.com.pk  | See Important Disclosures at the end of this report 

 

Strategy 

Karachi Transformation Plan (KTP) earmarked at PKR 1.1trn 

The Prime Minister of Pakistan in conjunction with provincial government of 

Sindh (GoS) on Saturday, 5th September, 2020 earmarked roughly PKR 1.1trn 

(USD 6-7bn) or ~2.5-3.0% of the GDP size transformation package for Karachi 

city.  

The package aims to address the chronic municipal and infrastructure issues of 

the largest metropolis of the country that were highlighted in the recent monsoon 

rains. 

The package is sub-divided into four major categories,    

 Water supply 

 Anti-Encroachment Drive and resettling of the displaced  

 Revamping City Sewerage & Solid Waste Management 

 City Transport, including Karachi Circular Railway, Bus Rapid Transit and 

Other lines and road constructions 
 

Funding largely to be carried out by Sindh Government, while additional 

funding sources to be provided by federal 

In terms of funds pooling Sindh government will contribute PKR ~802bn while, 

federal government will contribute. Moreover, the city transformation packages 

will be executed via Provincial Coordination Implementation Committee (PCIC) 

chaired by the Chief Minister Sindh. On the funding side, projects of water supply 

and sewerage will primarily be carried out by Sindh and Federal government. 

Further World Bank (WB) and other foreign agencies including Asian 

Development Bank (ADB) and China will also partner in. China will directly fund 

 The Prime Minister of Pakistan in conjunction with provincial 

government of Sindh (GoS) on Saturday, 5th September, 2020 

earmarked roughly PKR 1.1trn (USD 6-7bn) or ~2.5-3.0% of the 

GDP size transformation package for Karachi city.  

 The package aims to address the chronic municipal and infrastructure 

issues of the largest metropolis of the country that were highlighted 

in the recent monsoon rains. Key categories the package would 

address includes, Water supply, Anti-encroachment, Revamping of 

sewerage and solid waste management and other transport and road 

building related construction.  

 Although it’s too early to dictate a quantum volume, we foresee 

additional demand rising from Karachi Transformation Plan (KTP) 

could bolster construction sector demand particularly for companies 

premised in the South region.  

 We recommend ‘Buy’ call on LUCK under cements, EPCL under 

allied companies, ISL under steel and APL under OMC for potential 

beneficiaries of the said package.  

  

Projects

Storm Water Drains / Resettlement 5        

Roads 62      

Solid Waste Management 15      

Sew erage Treatment & Disposal 163    

Mass Transit System 447    

Others 111    

Sindh Government 802    

Federal Government 300    
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PKR 249.2bn for Karachi transit (KCR) while, Sindh government will plug in 

PKR 50.8bn.  

Exhibit: Projects proposed under Karachi City Transformation Plan 

In PKRbn         

          

Project Project Cost Incurred Budgeted for FY21 Additional Funding Required 

Storm Water Drains / Resettlement 4.70 1.60 2.30 0.80 

Roads 62.30 13.90 7.10 41.30 

Solid Waste Management 14.86 0.36 2.70 11.80 

Sewerage Treatment & Disposal 162.60 15.40 6.03 141.17 

Mass Transit System 447.43 1.52 10.36 435.55 

Others 110.50 14.40 3.50 92.60 

Sindh Government  802.39 47.18 31.99 723.22 

Federal Government 300.00  0.00   

Total 1,102.39   31.99   

Source: Media Reports, IGI Research 

Construction Sector to benefit  

Although it’s too early to dictate a quantum volume, we foresee additional 

demand rising from Karachi Transformation Plan (KTP) could bolster 

construction sector demand particularly for companies premised in the South 

region.  

Exhibit: Construction and allied industries potential beneficiaries of KTP 

        

S.No Sector Key Beneficiaries Comments 

1 Cements LUCK, ACPL, DGKC 

Though South cement players are operating at full capacity, thanks to export dispatches, the new 
local demand injection would result in shift in sales mix from exports to local given local sales 
provide better retentions (PKR 396/bag) as against exports (PKR 330/bag). This will lead to 
margin improvement culminating to greater earnings. 

2 Steel ASTL, INIL, ISL 
Both ASTL and INIL possess excess capacities to sufficiently meet demand from this 
development. This will result in greater sales volumes and improved earnings. 

3 
Other Allied 
Companies 

EPCL 

PVC pipes has major uses in Water supply, Sewerage and another construction activities. We 
think EPCL with a market share of 75-80% could directly benefit out of Karachi Transformation 
Plan (KTP). Although the company is operating at a 100% utilisation level, company upcoming 
capacity of 100kT is expected in 1q2021 could potentially grab a slice of additional demand 
emanating from KTP. 

4 OMCs APL 
APL is major player domestically in asphalt market. We think APL could potentially benefit of the 
total PKR 62bn (additional required funding of PR 41.3bn) earmarked for road making.   

Source: IGI Research, Company Accounts 

Cements 

Lucky Cement Limited (LUCK) 

‘Buy’ Recommendation – TP PKR 711 

We recommend a 'Buy' call on LUCK with a Dec-20 target price of PKR 

711/share offering 16% upside from last close. The scrip is expected to present a 

3Yrs Earnings CAGR of 52% and is preferred due to its growing cement income 

and portfolio value that comprises interests in chemicals, power generation and 

life sciences. 

Attock Cement Pakistan Limited (ACPL) 

‘Hold’ Recommendation – TP PKR 167 
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We recommend a 'Hold' call on ACPL with a Dec-20 target price of PKR 

167/share offering 1% upside from last close. The stock is currently trading at a 

5Yr average forward earnings P/E of 8.85 and offers a healthy dividend yield of 

8.2% in the same period. The scrip is expected to deliver a 3Yrs earnings CAGR 

of 30% 

DG Khan Cement Company Limited (DGKC) 

‘Hold’ Recommendation – TP PKR 108 

We suggest a 'Hold' call on DGKC with a Dec-20 target price of PKR 108/share 

which is 7% below its LDCP price of PKR 116/share. The stock is currently 

trading at a 5Yr average forward earnings P/E of 8.81 and offers a healthy 

dividend yield of 8.2% in the same period. The scrip is expected to deliver a 3Yrs 

earnings CAGR of 3.3x 

Steel 

Amreli Steels Limited (ASTL) 

‘Hold’ Recommendation – TP PKR 57 

ASTL: We recommend a 'Hold' call on ASTL with a Dec-20 target price of PKR 

57/share offering 7% upside from last close. The stock is currently trading at a 

5Yr average forward earnings P/E of 6.75 and offers a healthy dividend yield of 

6% in the same period. 

Other Allied Companies 

Engro-Polymer Company Limited (EPCL)  

‘Buy’ Recommendation – TP PKR 50 

Based on our Dec-20 target price of PKR 50/share offering an upside of +28% 

from current price of PKR 38/share. The stock is currently trading at a forward 

FY21 P/E of 8.6x. 

Oil Marketing Companies  

Attock Petroleum Limited (APL)  

‘Buy’ Recommendation – TP PKR 396 

We maintain our BUY stance on APL with our Dec-20 target price of PKR 

396/share offering +11% upside from last close. APL is trading at FY21 P/E of 

10.8x and offers a healthy dividend yield of 6%/8% for FY21/22. We base our 

liking for the stock on lower exposure to circular debt and market leader in asphalt 

market where any new road projects are likely to benefit the Company. 
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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 – 2020 

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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