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Oil Marketing Companies  
PSO & HASCOL: Lower Inventory Loss and 
Healthy Volumes to Drive Earnings    
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
PSO – Earnings to Clock in at PKR 8.71/share for 3QFY16  
Pakistan State Oil’s (PSO) board meeting is scheduled on 29th Apr-16 
where we expect the company to post earnings of PKR 2.4bn (EPS PKR 
8.71) in 3QFY16 as compared to a loss of PKR 1.0bn (EPS PKR 3.83) in 
the same period last year. Despite 36%YoY reduction in profit contribution 
due to 42%YoY decline in FO prices, profit improved on the back of 
+2%YoYgrowth in overall volumes, led by +11%YoY increase in FO 
volumes. We expect the company to post an inventory loss of PKR 0.9bn 
during 3QFY16. Profitability for 9MFY16 is expected to rise by +1.8xYoY 
to PKR 9.0bn (EPS PKR 33.50).   
 

Exhibit: Financial Highlights           
PKRmn 3QFY16E 3QFY15 YoY 9MFY16 9MFY15 YoY 

Net Sales 139,812 173,930 -20% 493,777 682,217 -28% 

Gross Profit 4,997 1,644 204% 19,158 14,152 35% 
Operating 
Exp 

3,044 3,111 -2% 9,301 10,895 -15% 

Other Income 2,936 2,590 13% 8,240 9,312 -12% 

EBIT 4,889 1,123 335% 18,098 12,569 44% 

Finance Cost 1,730 2,741 -37% 5,331 8,683 -39% 

PAT 2,367 (1,041) N/M 9,093 3,242 180% 

EPS (PKR) 8.71 (3.83) 33.5 11.9 

DPS (PKR) - 6.00 5.0 6.0 
Source: IGI Research and Company Financials   

 
 

 Pakistan State Oil’s (PSO) board meeting is scheduled on 29th Apr-
16 where we expect the company to post earnings of PKR 2.4bn 
(EPS PKR 8.71) in 3QFY16 as compared to a loss of PKR 1.0bn 
(EPS PKR 3.83) in the same period last year. 

 

 Hascol Petroleum Limited’s (HASCOL) board meeting is scheduled 
on 28th Apr-16 to announce 3QFY16 financial result. We anticipate 
company’s earnings to depict +1.4xYoY rise to PKR 317mn (EPS 
PKR 2.63) in 1QCY16 as compared to PKR 274mn (EPS PKR 2.27) 
in the same period last year. 

 

 Our top pick in the sector remains PSO with Dec-16 TP of PKR 
454/share, offering +25% upside from its last close. The company is 
currently trading at P/E of 7.42x, offering a dividend yield of 3.9%. 

OMC Sector Upside P/E D. Yld %
PSO 454.29   25% 7.42       3.86      
HASCOL 160.28   10% 12.73     4.12      

EPS YoY
PSO 8.71       NM 33.50     180%
HASCOL 2.63       16% 3.15       -17%

DPS
PSO -         6.00       5.00       6.00      

HASCOL -         -        3.50       -        

Relative Performance to KSE 100

Source: Bloomberg, KSE 100 & IGI Research
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Exhibit: PSO Volumes           
 000'tons  3QFY16 3QFY15 YoY 9MFY16 9MFY15 YoY 

 MS  556.4 598.7 -7% 1,767.7 1,561.7 13% 

 HSD  800.1 864.0 -7% 2,510.5 2,546.8 -1% 
 FO  1,532.7 1,385.7 11% 4,446.3 4,379.8 2% 
 Total  3,055.9 2,981.8 2% 9,204.4 8,893.5 3% 
Source: IGI Research and Company Financials       

 

HASCOL - EPS PKR 2.63 up by +16%YoY in 1QCY16 
Hascol Petroleum Limited’s (HASCOL) board meeting is scheduled on 28th Apr-16 to announce 3QFY16 financial result. 
We anticipate company’s earnings to depict +1.4xYoY rise to PKR 317mn (EPS PKR 2.63) in 1QCY16 as compared to 
PKR 274mn (EPS PKR 2.27) in the same period last year, owing to +22%YoY rise in overall volumes led by +106%YoY 
and +87%YoY growth in MS and HSD sales, respectively while FO volumes plunged by 33%YoY.  
 

Exhibit: Financial Highlights     

 PKRmn  1QCY16E 1QCY15 YoY 4QCY15 QoQ 

 Net Sales  23,237 19,370 20% 21,429 8% 

 Gross Profit  973 616 58% 848 15% 

 S&D Exp  335 169 98% 343 -2% 

 Admin  107 59 81% 110 -3% 

 Other Income  49 72 -31% 61 -19% 

 EBIT  580 459 26% 551 5% 

 Finance Cost  91 96 -5% 87 5% 

 PAT  317 274 16% 380 -17% 

 EPS   2.63 2.27 3.15 

 DPS  - - 5.00 
 Source: IGI Research and Company Financials  

 

Exhibit: HASCOL Volumes  
 000'tons  1QCY16 1QCY15 YoY 4QCY15 

 MS  118.7 57.7 106% 101.8 

 HSD  168.0 89.7 87% 165.9 

 FO  129.2 193.3 -33% 83.1 

 Total   415.8 340.7 22% 350.8 

 Source: IGI Research and Company Financials  
 

Outlook 
We maintain over-weight stance on OMCs on the back of a) healthy demand for MS owing to lower prices, b) government’s 
3-yr plan to reduce the quantum of circular debt to improve sector liquidity, c) HSD volumes to remain upbeat as commercial 
transportation gains further momentum and, d) minimum inventory losses during 2HFY16. On the downside, any drop in FO 
prices would lead to lower FO contribution in the overall profitability, but we expect better volumes to mitigate this risk to a 
certain extent, due to cheaper cost of power production on FO as compared to gas. 
 
Recommendation 
Our top pick in the sector remains PSO with Dec-16 TP of PKR 454/share, offering +25% upside from its last close. The 
company is currently trading at P/E of 7.42x, offering a dividend yield of 3.9%.  
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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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