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Oil & Gas – Marketing Companies 

PSO: Analyst Briefing Takeaway 

 

Earnings clocked in at PKR 20.75/share in 2QFY17, up by +62%YoY 

Pakistan State Oil Company Limited (PSO) reported earnings of PKR 5.6bn (EPS PKR 
20.75) during 2QFY17, up by +62%YoY as compared to PKR 3.5bn (EPS PKR 12.78) 
in the same period last year. This substantial growth in earnings in attributable to 
a) +72%YoY rise in other income owing to PKR 1.4bn late payment surcharge (LPS) 
income, b) total volumes augmenting by +21%YoY led by +32%YoY rise in HSD sale, 
followed by MS and FO posting +17%YoY growth each and, c) higher FO margins 
led by FO prices increasing by +28%YoY. The company reported an unexpected 
inventory loss of PKR 1.48bn during 2QFY17, diluting earnings by PKR 3.7/share 
(after tax EPS impact). 
 
Cumulative earnings for 1HFY17 clocked in at PKR 10bn (EPS PKR 36.86), up by 
+49%YoY as compared to PKR 6.7bn (EPS PKR 24.76) in the same period last year.  
 

Exhibit: 

Financial Highlights  
    

PKR’mn 2QFY17 2QFY16 YoY 1HFY17 1HFY16 YoY 

Gross Sales 276,404 227,094 22% 517,780 463,370 12% 

Net Sales 217,836 168,691 29% 411,348 353,965 16% 

Gross Profit 8,186 6,616 24% 17,892 14,161 26% 

Operating Costs 3,086 2,811 10% 6,684 5,930 13% 

Other Income 4,407 2,564 72% 6,316 5,304 19% 

EBIT 9,506 6,272 52% 17,441 13,209 32% 

Finance Cost 1,567 1,715 -9% 2,846 3,601 -21% 

PBT 8,175 4,878 68% 14,961 9,996 50% 

PAT 5,639 3,473 62% 10,015 6,726 49% 

EPS (PKR) 20.75 12.78 
 

36.86 24.76 
 

DPS (PKR) - 5.00 
 

- 5.00 
 

Source: IGI Research and Company Financials   

 PSO reported earnings of PKR 5.6bn (EPS PKR 20.75) during 2QFY17, up 
by +62%YoY as compared to PKR 3.5bn (EPS PKR 12.78) in the same 
period last year. 
 

 The company’s management foresees lubricant sales to jump up by 
+20%YoY in FY17 to 35kton (high margin product having margin of nearly 
PKR 100,000/ton). The company further expects to increase its retail 
outlets to cater rising demand and company under performance 
compared to industry growth. Furthermore, FO profit contribution is 
expected to increase as prices are up by +15%YoY in FY17TD. 

 
 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 8.1x and offers a healthy dividend yield 
of 4%. 
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Free Float Shares (%) 45.0%
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Analyst Briefing – Key highlights include … 

Key highlights of the analyst briefing held by PSO’s management on 7thFeb-17 are 
as follows: 
 
… Receivables accumulated to PKR 210bn  

Dividend curtailment during 2QFY17 was primarily owing to liquidity constraints as 
receivables piled up to PKR 210bn (PKR 180bn as at Jun-16) resulting in higher 
other income on late payment as LDS. However, the company expects payments to 
be received soon due to continuous efforts of management. The company is 
expected to pay dividend in 3QFY17 if payments are received in respect of overdue 
receivables. The management noted that as a result of lower allocation of tariff 
differential subsidy in Budget 2017, WAPDA has started to delay PSO’s payment as 
recoveries for distribution companies still remain key concern. 
 
… Inventory loss despite price increase in 2QFY17 

The company incurred inventory losses of PKR 1.48bn in 2QFY17 despite price 
increase (total inventory gain of PKR 66mn for 1HFY17) owing to lower inventory 
levels for HSD of 42 days (22 working days) as company has to ensure availability of 
POL products. As a result of low inventory levels of HSD lower gains were realized 
and losses were incurred on MS and FO.  
 
… Non-reversal of WWF  

PSO did not book reversal of WWF unlike APL as company’s LTF (Lubricant) plant 
falls under industrial establishment which does not fall under the SC’s ruling 
criteria. 
 
… No further development for shifting LNG business to Pakistan LNG 

The management reported that PSO still has the LNG contract for supply of LNG 
which is to be shifted to Pakistan LNG. To recall, the contract had to be shifted to 
Pakistan LNG in Dec-16, but as no further update has been received by the 
Government the matter has been delayed till Jun-17. Until any further 
development unveils, the contract remains with PSO. 
 
… Exclusive contract of HSD supply to SECMC &OGRA ban on outlet expansion 

The company holds exclusive contract for HSD supply to SECMC which falls under 
CPEC projects which is expected to lift HSD sales for the company. Whereas, the 
management is in continuous talks with the OGRA to lift the ban imposed by OGRA 
(restriction in opening new retail outlets). 
 
Outlook 
The company’s management foresees lubricant sales to jump up by +20%YoY in 
FY17 to 35kton (high margin product having margin of nearly PKR 100,000/ton). 
The company further expects to increase its retail outlets to cater rising demand 
and company under performance compared to industry growth. Furthermore, FO 
profit contribution is expected to increase as prices are up by +15%YoY in FY17TD. 
 
Recommendation 
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 8.1x and offers a healthy dividend yield of 4%. 

 

Exhibit: PSO Receviables Position

PKR'bn Feb-17 Dec-16 Jun-16

Pow er Sector 181      167    147    

LNG Receivables 5          4        11      

PIA 14        14      12      

PD Claims from GoP 10        10      10      

Total Receivables 210      195    180    

Exhibit: Total Market share - Company w ise (1HFY17)

Exhibit: POL Consumption - Product w ise (1HFY17)

Source: Company Financials, IGI Research
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