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COMPANY UPDATE
HASCOL PETROLEUM LIMITED Oil & Gas — Marketing Companies
OIL & GAS MARKETING COMPANIES
Recommendation suy HASCOL: Earning to Clock in at PKR
Target Price 430.9
Last Closing 30-Mar-17 303.1 10,9/Shal’e in CY106
Upside 42.2
Market Data = Hascol Petroleum Limited (HASCOL) board meeting is scheduled on 31st
Bloomberg Tkr. HASCOL PA Mar-17 to announce financial results for CY16. We expect the company
i?:;i)(;ns)hares o) 128; to report earnings of PKR 420mn (EPS PKR 3.48) in 4QCY16, up by +1%YoY
Free Float Shares (%) 50.0% as compared to PKR 414mn in the same period last year.
Market Cap (PKRbn | USDmn) 36.6 349.0
Exchange KSE 100 =  Cumulative earnings for CY16E are estimated at PKR 1.32bn (EPS PKR
Price Info. 90D 180D 365D 10.93) up by +16%YoY as compared to PKR 1.13bn (EPS PKR 9.39) last
Abs. Return (10.2) 37.6 116.1 year.
Lo 303.1 2203 1403
W 3733 3733 3733 *  We maintain our “BUY” call on HASCOL with our Dec-17 target prices of
Key Company Financials PKR 431/share offering +42.2% upside from its last closing. HASCOL is
Period End: Dec currently trading at CY17F P/E of 18.2x.
PKRbn CYL5A CY16E CY17F CY18F
Total Revenue 76.8 97.5 1219  150.2 | Earnings to clockin at PKR 3.48/share in 4QCY16E
Net Income 1.13 1.3 2.0 2.9 | Hascol Petroleum Limited (HASCOL) board meeting is scheduled on 31 Mar-17 to
EPS (PKR) 9.4 10.9 16.6 23.9 | announce financial results for CY16. We expect the company to report earnings of
DPS (PKR) 5.0 6.5 8.0 12.0 ' PKR 420mn (EPS PKR 3.48) in 4QCY16, up by +1%YoY as compared to PKR 414mn in
Total Assets 26.6 27.8 32.9 38.9 | the same period last year. The company posted a substantial jump in gross profit
Total Equity 5.8 6.4 7.4 8.9 ' up by +58%YoY on the back of a) upward revision in MS and HSD margin for OMCs
Key Financial Ratios from Jul-16 and b) +36%/+32%/+72%YoY rise in MS/HSD/FO volumes. However,
ROE (%) 19.6 20.7 27.0 32.6 | this muted growth in earnings is primarily attributable to higher effective tax rate
P/E(x) 323 27.8 18.2 12.7° 1 of 45% owing to deferred tax liability on turnover tax. The company is expected to
P/B (x) 63 27 4.9 4.1 announce cash dividend of PKR 3.0/share along with the result, taking cumulative
oY) 16 . 21 26 . 40 | dividend for CY16 to PKR 6.5/share.
Relative Price Performance & Shareholding

HascoL KSE100 Cumulative earnings for CY16E are estimated at PKR 1.32bn (EPS PKR 10.93), up by
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+16%YoY as compared to PKR 1.13bn (EPS PKR 9.39) last year. This growth in
earnings is attributable to a) increase in OMC margin for MS and HSD and b)
+76%/+59%/+16%YoY rise in MS/HSD/FO volumes. However, earnings are
expected to dilute owing to higher effective tax rate of 44% in CY16 as compared
to 5% last year.
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‘About the Company We expect higher growth in HASCOL’s volumes to drive earnings going forward
The principal activities of the Company are procurement, based on aggressive expansion in storage facilities and retail outlets. Under the
storage and marketing of petroleum and related products. expansion strategy planned by the company, storage facility at Port Qasim, Kotla
Company is involved in marketing and distribution of (Mogas), | Jam and Hub with storage capacity of 124,600MT for MS and HSD are expected to
HSD, FO, Jet Fuel (JP-1), Kerosene, CNG, LPG, Petrochemicals be completed by Dec-17, while storage facility for FO at Port Qasim with a capacity
and Lubricants. of 112,000MT is expected to be completed by Sep-18. Storage facility at Keamari
with a capacity of 30,000MT of Motor gasoline has been completed, which should
. remove dependence of HASCOL on other OMCs and ease supply chain
management. Extension of storage capacity at Machike, Shikarpur and Dailatpur
has also been completed. As a result of this, we expect volumes to surge massively,
increasing the market share to 12%/11% for MS/HSD by FY18F as compared to 3%
for each in FY14.

Source: Bloomberg, KSE 100 & IGI Research
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Exhibit: HASCOL volumes (000'MT) Recommendation
2,000 VS mHSD mFO We maintain our “BUY” call on HASCOL with our Dec-17 target prices of PKR
1,800 431/share offering +42.2% upside from its last closing. HASCOL is currently trading
1600 at CY17F P/E of 18.2x.
1,400 Exhibit:
1,200 , . N
Financial Highlights
1,000
' PKRmn CY16E CY15 YoY 4QCY16E 4QCY15 YoY
800 Gross Sales 129,941 94,065 38% 37,209 34,061 9%
600 Net Sales 97,511 76,774 27% 27,249 28,672 5%
200 Gross Profit 4,778 2,839 68% 1434 907 58%
FENE] S&D Exp 1,554 1,053 47% 343 272 26%
200 165.87 Admin 514 366 40% 134 77 73%
- e Other Income 207 211 2% 56 43 29%
cvie €15 4Qcvle  4QCv15 EBIT 2,918 1,630 79% 1,013 601 69%
EXthIt HASCOL-MS HSDFOmarketshare Finance Cost 475 350 36% 156 101 55%
' ! ' PBT 2,367 1,197 98% 823 437 88%
25% = VS mHSD = FO PAT 1,319 1,133 16% 420 414 1%
EPS (PKR) 10.93 9.39 3.48 3.43
DPS (PKR) 6.50 5.00 3.00 3.50
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15%

10%

5%

0%

CY16 CY15

Source: Company Financials, IGI Research

Part of (3] Financial Services A A Packages Group Company
Page | 2



N A2
1G1

Securities

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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