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Cements

Jun-22: Cement Dispatches increased by 1% to 5.2mn
ton

e For the month of Jun-22, as per the latest available data on cement sales, total
industry volume increased to 5.3mnT up by 59% on a monthly basis and 1% on yearly
basis.

e In terms local versus export, domestic sales showed a healthy growth of +58%m to
4.9mnT and is up by 7% on yearly basis. Further on comparison, north sales stood at
4.1mn tons up by +60%m (+7%y), whereas south based cement manufacturers,
dispatches stood at 0.86mn up by +49%m (+6%y).

e Looking ahead; demand for cement sector is likely to fall in short to medium term on
the back of slowdown in construction activities, rising input costs, devaluation of local
currency, increasing inflation and monsoon ahead. However, for long-run we have
assumed FY23 sales to stay relatively stable with expected local growth at 5% to
55.5mnT.

We review cements sales for the month of Jun-22.

Cement sales reported an increase of 1% to 5.2mnT

For the month of Jun-22, as per the latest available data on cement sales, total
industry volume increased to 5.3mnT up by 59% on a monthly basis and 1% on yearly
basis. This takes FY22 total cement dispatches to 52.9mnT compared to 57.4mnT last
year; depicting a decline of 8%y.

Exhibit: Monthly Cement Dispatches

in k Tons Jun/22  May/22 m/m  Jun/21 y/y Fy22 Fy21 y/y

North o~ 4,120 2,570 60% 3,860 7% 39,431 40,582 -3%
South 9P 857 576 49% 808 6% 8,235 7,537 9%

Local o~ 4,977 3,146 58% 4,668 7% 47,661 48,119 -1%
North P 97 73 34% 202 -52% 910 2,566 -65%
South P 188 99 89% 341 -45% 4,345 6,748 -36%
Export P 285 172 66% 543 -48% 5,255 9,314 -44%
North qr 4,217 2,643 60% 4,061 4% 40,341 43,148 -7%
South qr 1,045 676 55% 1,150 -9% 12,580 14,285 -12%
Grand Total qr 5,262 3,318 59% 5,211 1% 52,916 57,433 -8%

Local sales up on pre-budgetary buying

In terms local versus export, domestic sales showed a healthy growth of +58%m to
4.9mnT and is up by 7% on yearly basis. Further on comparison, north sales stood at
4.1mnT up by +60%m (+7%y), whereas south based cement manufacturers,
dispatches stood at 0.86mnT up by +49%m (+6%y). Higher domestic sales on a
monthly basis in our view is due to dealer buying in anticipation of budgetary
measures.
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Exports remain volatile

Sector exports continue to remain volatile, with latest Jun-22 dispatches up by
+66%m (down by 48%y) to 0.3mnT. Including the current month, FY22 total exports
have now almost halved to 5.3mnT, when compared to last year export quantum of
9.3mnT. Exports in north suffered more than south, declining by 65%y to 0.9mnT
versus 36% decline in south export to 4.3mnT. On a monthly, low base effect of
north propped up sales growth by +34%m to 0.09mnT compared to south 0.12mnT
up by +89%m. reduced exports is mainly due to rise in transportation & freight costs,
limited border opening, such as Afghanistan. Moreover, as per company’s
management sales to Sri Lanka have also suffered due to tough economic condition.
Moreover, manufacturer’s management expects recently culminated sales to USA,
looks promising and sales outlook on China & Afghanistan also looks hopeful.

Company wise dispatches

LUCK being one of the largest cement manufactures recorded a +49%m to 0.9mnT
However, on yearly basis showed a decline of 6%y. DGKC has reported sharp increase
of 60%m to 0.6mnT and is first cement company to export cement and clinker to
USA. MLCF stood at 0.47mnT up by 46%m, margins supported by better cost and
inventory management. ACPL cement sales clocked in at 0.19mnT an increase of
58%m majorly driven by exports.

Exhibit: Company-wise sales

in kTons Jun/22 May/22 m/m Jun/21 v/y Fy22 Fy21 v/y

LUCK T 840 563 49% 896 -6% 8,957 9,976 -10%
DGKC T 554 346 60% 580 -5% 6,632 7,268 -9%
MLCF 1t 471 323 46% 440 7% 4,542 4,851 -6%
CHCC gp 353 253 40% 381 -7% 3,486 3,946 -12%
KOHC gp 397 248 60% 354 12% 3,562 3,746 -5%

FCCL 4P 332 199 67% 362 -8% 3,244 3,481 -7%

PIOC 4P 326 209 56% 322 1% 3,291 3,381 -3%

ACPL 9r 188 119 58% 237 -20% 2,254 3,310 -32%

*Provisional numbers, IGl Research

Sales likely to stay muted as economic activity slows down

Looking ahead; demand for cement sector is likely to fall in short to medium term on
the back of slowdown in construction activities, rising input costs, devaluation of
local currency, increasing inflation and monsoon ahead. However, for long-run we
have assumed FY23 sales to stay relatively stable with expected local growth at 5% to
55.5mnT. We mainly base our outlook on;

= High Public Sector Development Projects (PSDP) fund allocation — PKR 727bn
has been allocated under FY23 PSDP programs which is 56% higher than last
year actual disbursement

=  Dams and Highways — PKR 99.57bn and PKR 118.4Bn, respectively have been
directly placed under construction of dams and Highways which directly
correlates to cement and steel sales.
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= Housing Scheme — Discontinuation of government subsidised housing
schemes such as Mera Pakistan, Mera Ghar (MPMG) (link) will have a
minimal impact in our view as demand has been rather slow. So far PKR 85bn
has been disbursed accounting for ~170,000 houses either constructed or
under construction out of initial estimate of 5Smillion. Secondly PKR 500mn
has been earmarked under FY23 budget for Naya Pakistan Housing &
Development Authority (NAPHDA) which is far less to propel any material
construction growth.

=  Private sector housing schemes will continue to support cement demand.

Rising Coal Prices and Energy prices

Amid rise in global energy prices and fresh demand from EU and Asia, coal prices
have shot up once again touching a high of USS$ 315/ton (Richard Bay), compared to
last year USS 90/ton, that is almost 3.2x up. This combined with PKR devaluation the
impact is even more pronounced with base land prices up nearly 4.2x (from PKR
~15,000/ton last year in June to current PKR ~63,000/ton).

Exhibit: Rising Coal Prices Exhibit: Shrinking Core Margins
Richard Bay Coal Prices (US $) FY22 Core cement margins - retail cement price (adjusted for sales
tax) minus average coal prices, have shrink significantly
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Domestic cement producers have been able to pass on part of this exuberant coal
price increase on to local market taking the current price of local cement bag to PKR
1,023 (or PKR 20,460/ton) which is up by 62%y. This lower increase to international
coal prices was achieved via mixture of cheaper imported Afghanistan (25-30% at
discounted price of intl. coal prices) and local coal. However only recently, Afghan
Government has fixed the floor price of coal export to USS 200/ton translated to a
delivery price of USS 260/ton. Moreover, combine this will local, rise in energy
prices, transportation costs, further price increase by local players is expected to
sustain positive margins.
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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. The subject
Company (ies) is a client of the 1GI Finex Securities Limited and IGI Finex Securities offers brokerage services to Subject Company
(ies) on a regular basis, in line with industry practice. 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)

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.

IGI Finex Securities Limited

Research Analyst(s)

Research Identity Number: BRPO09

© Copyright 2022 1GI Finex Securities Limited

Part of l‘;l Financial Services A A Packages Group Company



IGI

Securities

Contact Details

Equity Sales

Faisal Jawed Khan Head of Equities

Tel: (+92-21) 35301779

faisal.jawed@igi.com.pk

Zaeem Haider Khan Regional Head (North)

Tel: (+92-42) 38303559-68

zaeem.haider@igi.com.pk

Muhammad Naveed

Regional Manager (Islamabad & Upper North)

Tel: (+92-51) 2604861-62

muhammad.naveed@igi.com.pk

Syeda Mahrukh Hameed Branch Manager (Lahore)

Tel: (+92-42) 38303564

mahrukh.hameed@igi.com.pk

Shakeel Ahmad

Branch Manager (Faisalabad)

Tel: (+92-41) 2540843-45

shakeel.ahmadl@igi.com.pk

Zaid Farook Branch Manager (Stock Exchange) Karachi Tel: (+92-21) 32462651-52 zaid.farook@igi.com.pk
Asif Saleem Equity Sales (RY Khan) Tel: (+92-68) 5871652-56 asif.saleem@igi.com.pk
Mehtab Ali Equity Sales (Multan) Tel: (+92-61) 4512003 mahtab.ali@igi.com.pk

Research Team

Saad Khan Head of Research Tel: (+92-21) 111-234-234 Ext: 810 saad.khan@igi.com.pk
Abdullah Farhan Senior Analyst Tel: (+92-21) 111-234-234 Ext: 912 abdullah.farhan@igi.com.pk
Aariz Raza Analyst Tel: (+92-21) 111-234-234 Ext: 810 Aariz.raza@igi.com.pk

Ajay Kumar Analyst Tel: (+92-21) 111-234-234 Ext: 912 ajay.kumar@igi.com.pk
Huzaifa Yaseen Analyst Tel: (+92-21) 111-234-234 Ext: 912 huzaifa.yaseen@igi.com.pk

IGI Finex Securities Limited

Trading Rights Entitlement Certificate (TREC) Holder of Pakistan Stock Exchange Limited |
Corporate member of Pakistan Mercantile Exchange Limited

Website: www.igisecurities.com.pk

Head Office
Suite No 701-713, 7th Floor, The Forum, G-20,

Khayaban-e-Jami Block-09, Clifton, Karachi-75600
UAN: (+92-21) 111-444-001 | (+92-21) 111-234-234
Fax: (+92-21) 35309169, 35301780

Stock Exchange Office
Room # 134, 3rd Floor, Stock Exchange Building,

Stock Exchange Road, Karachi.
Tel: (+92-21) 32429613-4, 32462651-2
Fax: (+92-21) 32429607

IGI Finex Securities Limited

Research Analyst(s)

Research Identity Number: BRPO09

© Copyright 2022 IGI Finex Securities Limited

Lahore Office
Shop # G-009, Ground Floor,

Packages Mall
Tel: (+92-42) 38303560-69
Fax: (+92-42) 38303559

Islamabad Office

Mezzanine Floor, Office 5, 6 & 7, Kashmir
Plaza,

Block- B, Jinnah Avenue, Blue Area

Tel: (+92-51) 2604861-2, 2604864, 2273439
Fax: (+92-51) 2273861

Faisalabad Office

Office No. 2, 5 & 8, Ground Floor, The
Regency International 949, The Mall
Faisalabad

Tel: (+92-41) 2540843-45

Rahim Yar Khan Office
Plot # 12, Basement of Khalid Market,

Model Town, Town Hall Road
Tel: (+92-68) 5871652-3
Fax: (+92-68) 5871651

Multan Office

Mezzanine Floor, Abdali Tower,
Abdali Road

Tel: (92-61) 4512003, 4571183

Part of [{z] Financial Services

A A Packages Group Company



	Jun22CementSales
	Disclaimer & Contacts

