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Automobile Assembler
PSMC: Dismal Earning Performance Post Rozgar Scheme

= Pak Suzuki Motors Limited (PSMC) reported its 2QCY16 earnings at PKR 4838mn (EPS PKR 5.93) down by
67%YoY as compared to PKR 1.5bn (EPS PKR 17.91) in the same period last year. Cumulative earnings for
1HCY16 stand at 1.4bn (EPS PKR 17.44).

= Net revenues decreased by 7%YoY to PKR 19.0bn owing to conclusion of ‘Apna Rozgar Scheme’ in Jan-16.

= Gross margins contracted by 498bpsYoY to 9.4% in 2QCY16 on the back of reduced capacity utilization, rebound
in commodity prices and exchange losses due to appreciation of JPY.

= Administration cost surge by +28%YoY to PKR 374mn as compared to PKR 292mn in the corresponding period.

= During the 2QCY16, company booked in super tax charge taking effective tax rate to 55% from 34% in the same
period last year.

Recommendation
We will shortly be reviewing our investment case on PSMC.

Exhibit: Financial Highlights

PKRmn 20QCY16 2QCY15 YoY 1HCY16 1HCY15 YoY
Net income 18,995 20,352  -7% 38,989 39,997 -3%
Gross profit 1,779 2,920 -39% 3,982 5,099 -22%
Admin. Cost 374 292 28% 816 562  45%
Dist. Cost 513 511 1% 1,007 1,014 -1%
Other income 311 295 5% 590 427  38%
EBIT 1,091 2,242 -51% 2,566 3,676 -30%
Finance Cost 3 2 6% 84 24 254%
PBT 1,088 2,240 -51% 2,482 3,653 -32%
Taxation 600 767 -22% 1,046 1,233  -15%
PAT 488 1,474 -67% 1,435 2,420 -41%
EPS 5.93 17.91 17.44 29.41

Key Ratios

Gross margin 9% 14% 10% 13%

Net Margins 3% 7% 4% 6%
Effective tax rate 55% 34% 42% 34%

Source: IGI Research and Company Financials
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Analyst Certification

The analyst® hereby certify that the views about the company/companies and the security/securities discussed in this report are
accurately expressed 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 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

This document has been 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 IGl 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.

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 return on aforementioned security(ies) is more than 10%, from its last closing price(s)
Hold If return on aforementioned security(ies) is in between -10% and 10%, from its last closing price(s)
Sell If return on aforementioned security(ies) is more than -10%, from its last closing price(s)

Valuation Methodology
The analyst” has used following valuation methodology to arrive at the target price of the said security (ies):

=  FCF (Free Cash Flow)
Time Horizon

= Dec-2016
Risk

= Changes in State Bank of Pakistan Policy Rate

= Change in Country (Pakistan) macro-economic environment
= Changes in Company(ies) operating structure

= Changes in Exchange rate
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