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Sector Update

OMC Sales Data for Jan-17

PSO Volumes (000' tons)
Jan-17  YoY FY17TD YoY
MS 206.9 29% 1,545.1 13%
HSD 272.8 14% 2,265.9 16%
FO 579.7 6% 4,220.5 22%
Total 1,129.2 12% 8,460.7 18%
HASCOL Volumes (000' tons)
Jan-17  YoY FY17TD YoY
MS 61.9 51% 346.7 54%
HSD 80.4 22% 476.2 41%
FO 54.0 20% 360.1 40%
Total 196.6 29% 1,183.3 44%
SHEL Volumes (000" tons)
Jan-17  YoY FY17TD YoY
MS 889 -11% 644.8 3%
HSD 704 -17% 583.9 -3%
FO 40 205% 54.8 54%
Total 180.2 -8% 1,390.2 0%
APL Volumes (000' tons)
Jan-17  YoY FY17TD YoY
MS 43.1 6% 323.9 45%
HSD 64.1 -7% 438.3 -1%
FO 53.6 -6% 363.7 -7%
Total 165.3 -3% 1,154.0 7%

Relative Performance to KSE 100
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Oil & Gas — Marketing Companies
Jan-17: Sales mount by +9%YoY, MS
leading the pack

=  Qil marketing industry volumes depicted a growth of +9%YoY (down
2%MoM) to 2.1mnTon in Jan-17. During the month, MS/HSD/FO sales
leaped up by +18%/+8%/+1%YoY.

=  We maintain over-weight stance on OMCs on the back of a) increased
demand for MS owing to lower prices and, b) revision in margins by PKR
0.06/Itr for MS and HSD (yearly revision thereon linked with CPI).
Company-wise HASCOL is grabbing market share in MS, HSD and FO
owing to aggressive expansion plans and easing supply through Vitol
while PSO, APL and SHEL are constantly losing market share due to lack
of expansion plans.

= We maintain our “BUY” call on HASCOL and APL with our Dec-17 target
price of PKR 430/share and PKR 847/share, while we maintain “HOLD”
call on PSO with our Dec-17 target price of PKR 497/share offering 5%
upside from its last closing.

Volumes witnessed growth of +9%YoY in Jan-17

Oil marketing industry volumes depicted a growth of +9%YoY (down 2%MoM) to
2.1mnTon in Jan-17. During the month, MS/HSD/FO sales leaped up by
+18%/+8%/+1%YoY. Industry volumes for FY17TD augmented by +18%YoY to
15.03mnTon owing to +19%/+16%/+78%YoY jump in MS/HSD/FO sales.

MS; Demand remains strong despite recent price increase

MS sales increased by +18%YoY to 0.55mnTon in Jan-17, on the back of higher
demand amid lower prices. However, on monthly basis volumes depicted a
slowdown in growth posting a meager +2%MoM rise as prices were increased by
PKR 1.77/Itr during second half of Jan-17.

HSD; Stable prices to keep demand upbeat

HSD sales augmented by +8%YoY to 0.64mnTon in Jan-17, whereas on monthly
basis volumes plunged by 8%. However, in our view, demand for HSD is
anticipated to remain strong owing to lower prices expectations and improving
outlook on commercial transportation.

FO; Growth remains muted as prices rise significantly

FO volumes remained flat with a meager +1%YoY growth to 0.77mnTon in Jan-17.
The FO prices have increased by +4%MoM in Jan-17, resulting in muted growth of
1%MoM for Jan-17.
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Exhibit: MS Market Share - Company wise (FY17TD)
FY16TD -
‘ FY171D

Exhibit: HSD Market Share - Company wise (FY17TD)
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Outlook

We maintain over-weight stance on OMCs on the back of a) increased demand for
MS owing to lower prices and b) revision in margins by PKR 0.06/Itr for MS and
HSD (yearly revision thereon linked with CPI). Company-wise HASCOL is grabbing
market share in MS, HSD and FO owing to aggressive expansion plans and easing
supply through Vitol, while PSO, APL and SHEL are constantly losing market share
due to lack of expansion plans to sustain market share. However, PSO has started
to regain its market share in FO as demand from Hub plant resumes post
maintenance.

Recommendation

We maintain our “BUY” call on HASCOL and APL with our Dec-17 target price of
PKR 430/share and PKR 847/share, respectively offering +22% and +27% upside
from its last closing. We maintain “HOLD” call on PSO with our Dec-17 target price
of PKR 497/share offering +5% upside from its last closing. The company is
currently trading at a FY17E P/E of 8.3x and offers a healthy dividend yield of 8%.

- PSO Exhibit:
FY16TD .
" APL OMC's Monthly Sales Volume (Jan-17)
* HASCOL 000'tons Jan-17 Jan-16 YoY FY17TD FY16TD YoY
* SHEL Industry
' Others MS 546.5 462.0 18% 3,854.9 3,229.1 19%
HSD 641.5 592.5 8% 4,859.6 4,183.4 16%
FO 7712 761.5 1% 5,723.6 4,830.7 18%
FY171D Others 94.1 74.1 27% 595.2 549.4 8%
Total 2,053.3 1,890.2 9% 15,033.3 12,792.6 18%
PSO
. MS 206.9 159.8 29% 1,545.1 1,371.1 13%
HSD 272.8 238.7 14% 2,265.9 1,949.1 16%
- FO 579.7 546.5 6% 4,220.5 3,460.0 22%
Others 69.8 59.6 17% 429.2 373.0 15%
Total 1,129.2 1,004.6 12% 8,460.7 7,153.1 18%
Exhibit: FO Market Share - Company wise (FY17TD) lI:\/II;L 31 207 6% 3239 2041 45%
- PSO HSD 64.1 69.2 -1% 438.3 4435 -1%
FY16TD « APL FO 53.6 56.9 -6% 363.7 389.9 -1%
s HASCOL Others 45 3.4 31% 28.1 26.0 8%
Total 165.3 170.3 -3% 1,154.0 1,083.4 7%
" SHEL HASCOL
* Others MS 61.9 40.9 51% 346.7 225.5 54%
HSD 80.4 66.1 22% 476.2 338.8 41%
FO 54.0 449 20% 360.1 257.1 40%
Others 0.3 - 0% 0.3 - 0%
Total 196.6 151.9 29% 1,183.3 821.4 44%
SHEL
MS 88.9 100.0 -11% 644.8 624.9 3%
HSD 70.4 84.9 -17% 583.9 603.8 -3%
FO 4.0 1.3 205% 54.8 35.6 54%
Others 16.8 9.0 87% 106.7 129.8 -18%
Total 180.2 195.2 -8% 1,390.2 1,394.1 0%
Source: |Gl Research
Source: Company Financials, IGI Research
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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, 1GI
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. 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 priceon 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 - 2017

Valuation Methodology: The analyst(s) has used following valuation methodology to arrive at the target price of the said
security (ies):
DCF (Discounted Cash Flow)

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.

IGI Finex Securities Limited

Research Analyst(s) Jama

Research Identity Number: BRP009 Lol chaanas 0—;5‘#_.,_.
© Copyright 2016 IGI Finex Securities Limited hitp:iferew. Jammagunii. gk
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