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Sector Update

Cement Sector TP  Upside PE D.YI

MLCF 132 3% 13 3%
PIOC 171 7% 12 3%
CHCC 215 1% 15 2%
KOHC 360 29% 10 4%
Earnings 3QFY17 YoY O9MFY17 YoY

MLCF 231 5% 7.41 12%
PIOC 351 5%  10.12 32%
CHCC 3.49 68% 9.30 57%
KOHC 6.57 -17% 20.74 -4%
Dividend 3QFY17 YoY OMFY17 YoY

MLCF - 0% 2.00 33%
PIOC - 0% 2.15 -14%
CHCC - 0% 1.00 0%
KOHC - 0%  12.00 140%
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Cements
3QFY17 Result Preview of MLCF, PIOC,
CHCC & KOHC

=  We preview 3QFY17 earnings for MLCF, PIOC, CHCC and KOHC where we
expect gross margins to remain under pressure owing to higher coal prices
while slowdown in domestic offtake in 3QFY17 on account of seasonality
effect will keep earnings growth limited.

= We expect MLCF, PIOC, CHCC and KOHC to report EPS of PKR 2.31
(+5%YoY), PKR 3.51 (+5%YoY), PKR 3.49 (+68%YoY), and PKR 6.57 (-
17%YoY) respectively.

= With our Dec-17 TP of PKR 360/share for KOHC, we maintain our ‘BUY’ call
on scrip offering upside potential of +29%. However, we recommend
‘HOLD’ call on PIOC, CHCC and MLCF with Dec-17 TP of PKR 171/share
(+7%), PKR 215/share (+1%) and PKR 131/share (+3%), respectively.

MLCF: 3QFY17 earnings expected at PKR 2.31/sh

The financial result of Maple Leaf Cement Factory Ltd. (MLCF) for 3QFY17 is
scheduled to be announced on 25™ Apr-17 where we expect the company to
post PAT of PKR 1.22bn (EPS PKR 2.31) as compared to PKR 1.16bn (EPS PKR 2.20)
observed in corresponding period last year, up by 5%YoY. On cumulative basis,
we expect MLCF to post earnings of PKR 3.91bn (EPS PKR 7.41) in 9MFY17 as
compared to PKR 3.51bn (EPS PKR 6.64) in 9MFY16, up by +12%YoY.

Revenue is anticipated to decline by 7%YoY to PKR 5.62bn resulting from 3%YoY
decline in total offtake. Distribution cost is expected to decline on account of
decline in export sales by 42%YoY. On the other hand, swift repayment of loans is
likely to result in decline of finance cost by 56%YoY to PKR 46mn.

Exhibit:

MLCF Financial Highlights

PKRmMnN 9MFY17E 9MFY1l6 YoY 3QFY17E 3QFY16 YoY
Net Sales 17,594 16,935 4% 5,624 6,075 7%
Gross Profit 7,464 7,014 6% 2,273 2,601 -13%
S&A Exp 1,327 1,350 -2% 366 463 -21%
Finance Cost 150 420 -64% 46 103 -56%
Pre-tax Profits 5,577 4,899 14% 1,739 1,866 -7%
Post-tax Profits 3,912 3,505  12% 1,218 1,163 5%
EPS 7.41 6.64 12% 2.31 2.20 5%
Key Ratios

Gross Margin (%) 42 41 40 43

Net Margin (%) 22 21 22 19
Effective Tax Rate (%) 30 28 30 38

SOURCE: Company Accounts, IGl Research
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PIOC: 3QFY17 earnings expected at PKR 3.51/share

Pioneer Cement Ltd (PIOC) is scheduled to announce its 3QFY17 financial result on
26" Apr-17, where we expect company to post PAT of PKR 797mn (EPS PKR 3.51),
up by +5%YoY as compared to PKR 757mn (EPS PKR 3.33) registered in
corresponding period last year.

The revenue of company is expected to rise by +31%YoY to PKR 3.22bn as
compared to PKR 2.45bn, taking 9MFY17 revenue to PKR 8.41bn, up by +23%YoY.
In our view, surge in topline is likely to be observed on the back of additional
clinker sales. Operations of WHR plant will help support margins in 3QFY17. On the
other hand, we anticipate finance cost to remain downward sticky due to
unleveraged books.

Exhibit:

PIOC Financial Highlights

PKRmn O9MFY17E 9MFY16 YoY 3QFY17E 3QFY16  YoY
Net Sales 8,412 6,832 23% 3,220 2,454 31%
Gross Profit 3,314 2,787 19% 1,200 1,052 14%
S&A Exp 104 100 1% 38 35 7%
Finance Cost 6 16 -64% 3 3 0%
Pre-tax Profits 3,146 2,658  18% 1,138 1,005 13%
Post-tax Profits 2,298 1,745  32% 797 757 5%
EPS 10.12 7.68  32% 351 3.33 5%
Key Ratios

Gross Margin (%) 39 41 37 43

Net Margin (%) 27 26 25 31
Effective Tax Rate (%) 27 34 30 25

SOURCE: Company Accounts, IGI Research

CHCC: Earnings expected to escalate to PKR 3.49/sh in 3QFY17

Cherat Cement Company Ltd (CHCC) is scheduled to announce its 3QFY17 financial
result on 26" Apr-17, where we expect company to post PAT of PKR 617mn (EPS
PKR 3.49) in 3QFY17 as compared to PKR 367mn (EPS PKR 2.08) observed in
corresponding period last year, up by +68%YoY. As per our estimates, topline is
expected to grow by +60%YoY to the tune of PKR 2.78bn which is likely on the back
of staggering growth of +52%YoY in total dispatches on account of commercial
operations of line Il. The gross margins are likely to remain under pressure due to
steep rally in coal prices. On the other hand, finance cost is likely to rise to PKR
80mn, up by 5.7xYoY.

On cumulative basis, we expect CHCC to post earnings of PKR 1.64bn (EPS PKR
9.30) in 9MFY17 as compared to PKR 1.04bn (EPS PKR 5.91) in 9MFY16, up by
+57%YoY. Revenues are anticipated to surge by +31%YoY to PKR 6.86bn resulting
from +44%YoY growth in domestic volumes.
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Exhibit:

CHCC Financial Highlights

PKRmn SMFY17E 9MFY16 YoY 3QFY17E 3QFY16 YoY
Net Sales 6,861 5,222 31% 2,778 1,732 60%
Gross Profit 2,766 1,874 48% 1,089 678 61%
S&A Exp 394 314 25% 138 107 29%
Finance Cost 94 30 214% 80 14  472%
Pre-tax Profits 2,188 1,460 50% 823 534 54%
Post-tax Profits 1,642 1,043 57% 617 367 68%
EPS 9.30 591 57% 3.49 2.08 68%
Key Ratios

Gross Margin (%) 40 36 39 39

Net Margin (%) 24 20 22 21
Effective Tax Rate (%) 25 29 25 31

SOURCE: Company Accounts, IGl Research

KOHC: 3QFY17 earnings to decline by 17%YoY to PKR 6.57/share

The Board of Directors’ of Kohat Cement Company Ltd (KOHC) is scheduled to
announce its financial result for 3QFY17 on 26 Apr-17 where we expect company
to post PAT of PKR 1.02bn (EPS PKR 6.57) as compared to PKR 1.23bn (EPS PKR
7.93) observed in corresponding period last year, down by 17%YoY. Revenues are
anticipated to decline by 4%YoY to PKR 3.57bn on account of decline in total
offtake of 9%YoY. Margins are likely to reduce with higher cost of sales from coal
prices.

Exhibit:

KOHC Financial Highlights

PKRmn 9MFY17E 9MFY16 YoY 3QFY17E 3QFY16 YoY
Net Sales 10,731 10,780 0% 3,566 3,722 -4%
Gross Profit 4,890 4,923 -1% 1,526 1,830 -17%
S&A Exp 219 220 0% 64 76 -15%
Finance Cost 70 25 175% 23 7  248%
Pre-tax Profits 4,584 4,705 -3% 1,450 1,731 -16%
Post-tax Profits 3,205 3,327 -4% 1,015 1,226 -17%
EPS 20.74 21.53 -4% 6.57 793 -17%
Key Ratios

Gross Margin (%) 46 46 43 49

Net Margin (%) 30 31 28 33
Effective Tax Rate (%) 30 29 30 29

SOURCE: Company Accounts, IGI Research

Recommendation

With our Dec-17 TP of PKR 360/share for KOHC, we maintain our ‘BUY’ call on scrip
offering upside potential of +29%. However, we recommend ‘HOLD’ call on PIOC,
CHCC and MLCF with Dec-17 TP of PKR 171/share (+7%), PKR 215/share (+1%) and
PKR 131/share (+3%), respectively.
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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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