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Sector Update

Monthly Volumes (Feb-16)

000' Ton
Company MS HSD FO Total
Industry 452 558 670 1,735
PSO 174 248 472 944
APL 43 51 52 149
HASCOL 37 48 44 128
SHEL 78 82 - 160

Company-Wise Volumes and YoY % Change

® volumes (000'Tons) AChange (YoY %) -RS

2,000 15%
A = 10%

1,500 9 5%

" 0%

1,000 o -5%
A - -10%
500 < -15%
A - -20%
0 - = -25%

Industry  PSO APL  HASCOL SHEL

Relative Price Performance
KSE 100

OMC's
20%

10%

0%

-10% l
-20%
Te} [Te] n n n n [Te) n n [Te) © © [
S S B S N 7 S B B
a ‘C_L > c = [=2 Q. ‘5‘ > (s} =4 Ko} E
= <32 3> 2802888 =
Source: Bloomberg, KSE 100 & IGI Research
Analyst

Abdullah Farhan
abdullah.farhan@igi.com.pk
Tel: (+92-21) 111-234-234 Ext.: 912

Oil Marketing Companies
Feb-16: Industry Volumes Down; PSO
Regaining MS Market Share

® Industry Sales witnessed a downward trend in Feb-16, declining
by 8%MoM/4%YoY to 1.7mnT. FO volumes declined by
12%MoM/9%YoY, while HSD sales dropped by 6%MoM and
remained flat on yearly basis. MS volumes, however, experienced
the lowest decline of 2%MoM and stayed flat on yearly basis.

® PSO showed a +9%MoM /-23%YoY growth/decline in MS sales,
whereas HSD sales hopped up by +4%MoM while declining by
13%YoY in Feb-16.

® At current prices, we have a strong “Buy” stance at PSO with a
Dec-16 target price of PKR 458/share and “Buy” call on HASCOL
offering +17% to our Dec-16 target price of PKR 170/share.

Feb-16: Industry Volumes Dropped by 8%MoM...

Industry Sales witnessed a downward trend in Feb-16, declining by
8%MoM/4%YoY to 1.7mnT. FO volumes declined by
129%MoM/9%YoY, while HSD sales dropped by 6%MoM and
remained flat on yearly basis. MS volumes, however, experienced the
lowest decline of 2%MoM and stayed flat on yearly basis.

MS Volumes for 8BMFY 16 recorded a growth of +26%YoY to 3.7mnT,
followed by HSD sales which were up by +3%YoY to 4.7mnT. For FO,
volumes were down by +6%YoY.

PSO: Increased MS Market Share

PSO showed a +9%MoM /-23%YoY growth/decline in MS sales,
whereas HSD sales hopped up by +4%MoM while declining by
13%YoY in Feb-16. This has effectively taken PSO’s market share to
38% and 48% for MS and HSD in Feb-16 from 35% and 40%,
respectively. Similarly, APL also depicted a +6%MoM/+37%Yo0Y
growth in MS product, with market share advancing to 10% in Feb-16
compared 9% in Jan-16.

MS/HSD Volumes Likely To Gather Pace, Post Price Cut and
Healthy Auto Sales Growth

Recent price cut in POL product (MS by PKR 8.5/Itr and HSD by PKR
5.5/Itr) is likely to induce volumes, going forward, as a) pricing
differential between CNG and MS narrows down, and b) auto sales
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continue to show healthy growth trend. For HSD, we expect price cut and start for Kharif season to likely boost volumes in
months ahead.

Exhibit: OMC's Monthly Sales Volume (Feb-16)

000'tons Feb-16 Jan-16 MoM Feb-15 YoY 8MFY16 8MFY15 YoY
Industry

MS 452.1 462.0 -2% 451.9 0% 3,681.2 2,913.1 26%
HSD 557.9 592.5 -6% 556.3 0% 4,741.3 4,619.9 3%
FO 670.4 761.5 -12% 734.1 -9% 5,501.1 5,832.0 -6%
Others 54.8 74.1 -26% 66.3 -17% 604.3 635.4 -5%
Total 1,735.3 1,890.2 -8% 1,808.6 -4% 14,527.9 14,000.4 4%
PSO

MS 173.6 159.8 9% 226.4 -23% 1,544.7 1,371.2 13%
HSD 2475 238.7 4% 285.5 -13% 2,196.6 2,258.3 -3%
FO 4715 546.5 -14% 479.2 -2% 3,9315 3,840.9 2%
Others 51.1 59.6 -14% 41.9 22% 424.1 360.8 18%
Total 943.7 1,004.6 -6% 1,033.0 -9% 8,096.9 7,831.2 3%
APL

MS 43.1 40.7 6% 315 37% 267.2 210.3 27%
HSD 51.3 69.2 -26% 54.1 -5% 494.7 493.5 0%
FO 52.3 56.9 -8% 80.2 -35% 442.2 697.0 -37%
Others 2.6 3.4 -25% 3.0 -15% 28.6 25.2 14%
Total 149.3 170.3 -12% 168.8 -12% 1,232.7 1,426.0 -14%
HASCOL

MS 36.5 40.9 -11% 17.3 112% 262.0 134.4 95%
HSD 47.8 66.1 -28% 31.4 52% 386.6 282.4 37%
FO 43.6 44.9 -3% 68.1 -36% 300.8 366.5 -18%
Others - - 0% - 0% - - 0%
Total 128.0 151.9 -16% 116.7 10% 949.4 783.3 21%
SHEL

MS 78.2 100.0 -22% 89.1 -12% 703.1 576.2 22%
HSD 81.6 84.9 -4% 81.7 0% 685.4 682.8 0%
FO - 1.3 -100% 8.6 -100% 35.6 55.4 -36%
Others - 9.0 -100% 17.2 -100% 129.8 156.3 -17%
Total 159.8 195.2 -18% 196.5 -19% 1,553.9 1,470.8 6%

Source: |Gl Research
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Exhibit: Market Share - Company-wise

Feb-16  Jan-16 Feb-15 8MFY16 8MFY15
MS
PSO 38% 35% 50% 42% 47%
APL 10% 9% 7% 7% 7%
HASCOL 8% 9% 4% 7% 5%
SHEL 17% 22% 20% 19% 20%
Others 27% 26% 19% 25% 21%
HSD
PSO 44% 40% 51% 46% 49%
APL 9% 12% 10% 10% 11%
HASCOL 9% 11% 6% 8% 6%
SHEL 15% 14% 15% 14% 15%
Others 23% 23% 19% 21% 20%
FO
PSO 70% 72% 65% 71% 66%
APL 8% 7% 11% 8% 12%
HASCOL 7% 6% 9% 5% 6%
SHEL 0% 0% 1% 1% 1%
Others 15% 15% 13% 14% 15%

Source: IGI Research

Outlook

We maintain over-weight stance on OMCs on the back of a) sustainable growth in MS volumes, b) government 3 year plan
to reduce the quantum of circular debt to improve sector liquidity, and c) stable outlook of oil prices sustaining at current
levels. In short-term, we believe OMC to post better performance as oil prices have started to rebound which may lead to
possible one time inventory gains in 1QFY16. At current prices, we have a strong “Buy” stance at PSO with a Dec-16 target
price of PKR 458/share and “Buy” call on HASCOL offering +17% to our Dec-16 target price of PKR 170/share.
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Analyst Certification

The analyst” hereby certify that the views about the company/companies and the security/securities discussed in this report are
accurately expressed 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 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

This document has been 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. This document and the information may not be reproduced, distributed or
published by any recipient for any purpose.

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 return on aforementioned security(ies) is more than 10%, from its last closing price(s)
Hold If return on aforementioned security(ies) is in between -10% and 10%, from its last closing price(s)
Sell If return on aforementioned security(ies) is more than -10%, from its last closing price(s)

Valuation Methodology
The analyst” has used following valuation methodology to arrive at the target price of the said security (ies):

= Discounted Cash Flow (DCF)
Time Horizon
= Dec-16
Risk
= Changes in State Bank of Pakistan Policy Rate

= Changes in exchange rate
= Changes in Circular Debt
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