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Cements 
LUCK: Pricing discipline intact; Slight decrease in South MRP is part of routine 
marketing strategy to alleviate budgeted sales gap. 

 As per market news circulated, Lucky Cement Limited (LUCK) has decreased approximately PKR 20/bag for its dispatches being made from its 
Karachi plant.  

 Without negating such a fall in cement prices, the management of LUCK have declined the notion that it has to do something with the arrival 
of DGKC Hub Plant. According to management, prices of cement vary for each distribution center and as such are reflective of budgeted targets 
set for each of them. Consequently, the recent fall in prices at some distribution centers is to bridge the actual-budgeted sales gap.  

 It is pertinent to mention that Attock Cement Pakistan Limited (ACPL), another dominant player of South market, had revised its price list twice 
in the month of Jun-18. Once on 19-Jun-2018, wherein the Company reduced the MRP on Ordinary Portland Cement (OPC) and Sulphate 
Resistant Cement (SRC) by PKR 5/bag (OPC and SRC represent almost 85-90% of total cement sales) coupled with a similar decrease (PKR 5/bag) 
on its Falcon Block Cement (FBC). It was followed by a revised price list issued on 28-Jun-18, wherein prices of FBC (only) were further reduced 
by PKR 10/bag, taking total decline on FBC to PKR 15/bag. 

 

Analyst Comments: 

 While we do recognize the comments presented by management of LUCK relating the recent fall in prices on certain distribution centers as a 
routine strategy to alleviate the budgeted to actual gap in sales from these locations, we do maintain that arrival of DGKC Hub plant may have 
impacted this short term price movement. 

 We maintain our price structure view of South as per our recently published report DGKC: South pricing discipline to sustain; Inexpensive 
multiples; Strong ‘Buy’ maintained (click here to view report).  

 The annualized impact of PKR 20/bag fall in cement prices across the South market for FY19 is tabulated below: 
 

Exhibit:   
Annualized Impact of FY19 EPS in response to reduction in PKR 20/bag in South market 
Company Change in Net Profit No. of Shares Per Share Impact 

ACPL (457.71) 114.52 (4.00) 
LUCK (497.42) 323.38 (1.54) 
DGKC* (263.12) 438.12 (0.60) 
Source: IGI Research, * reported losses to reduce overall impact due to taxation 
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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, 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. 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 price on 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 – 2018 

Valuation Methodology: The analyst(s) has used following valuation methodology to arrive at the target price of the said 
security (ies):  
(Discounted Cash Flow) 
 
Risk: Investment in securities are subject to economic risk, market risk, interest rate risks, currency risks, and credit risks, political and 
geopolitical risks. The performance of company (ies) covered herein might unfavorably 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, Last Closing: Latest closing price, Market Cap.: Market capitalization is calculated by multiplying a company's shares 
outstanding by current trading price. EPS: Earnings per Share. DPS: Dividend per Share. 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. CY/FY: Calendar/Fiscal/Financial Year. YoY/ QoQ/ MoM: Year-on-Year, Quarter-on-Quarter, Month-on-Month. 
Th /Mn /Bn /Tn: Thousands/Million/Billion/Trillion.  
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