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Cement

May-22: Cement sales declines by 16%y as demand
slows down

e For May 2022, the latestcement sales as released by All Pakistan Cement
Manufacturers Association (APCMA); are down by 15.9%y to 3.3mn/tons.

e Cement sales locally contracted 1.6%y to clockinat 3.14mn/tons. We believe this is
mainly due to slowdown in construction activities and dull demand on the back of
risinginflation, higher interest rates and upcoming budget.

e Looking ahead; we expect further slowdownin cement sales owingto demand
tapering off

Monthly Cementsalesrecord a 16%y decline to 3.3mn/tons

For May 2022, the latestcementsalesasreleased by All Pakistan Ce ment
Manufacturers Association (APCMA); are down by 16%y to 3.3mn/tons. Similarly, on
amonthly, basis salesreported adecrease of 6%m. This takes 11mFy22 total cement
dispatchesto47.7mn/tons compared to 52.2mn/tons last year same period;
depictingadecline of 9%y.

Exhibit: Monthly Cement Dispatches

inkTons May/22 Apr/22 m/m May/21 v/y 11mFy22
North NA 2,570 2,807 -8% 2,713 -5% 35,311
South N 576 568 1% 487 18% 7,378
Local N2 3,146 3,375 -7% 3,201 2% 42,684
North M 73 61 19% 204 -64% 813
South T 99 95 5% 543 -82% 4,158
Export N 172 156 11% 747 -77% 4,970
North N2 2,643 2,868 -8% 2,917 -9% 36,124
South T 676 663 2% 1,030 -34% 11,536
Grand Total 4 3,318 3,530 -6% 3,947 -16% 47,654

Local dispatches down by 7%m to 3.15mn/tons

Cementsaleslocally reported adecrease of 7%mto clockin at 3.15mn/tons. On
yearly basislocal sales are down by 2%y. We believe thisis mainly due to slowdown
in construction activities and dull demand on the back of risinginflation, higher
interestrates and political instability. On 11mFy22 total local sales now stand
42.7mn/tons depictingadecline of 2%y. Region wise, sales from north during the
period stood at 2.6mn/tons down by 5%y unlike south based cement manufacturers
as dispatches arrived at 576k/tons up by 18%y. Whereas, exports suffered amassive
decline 77%y arriving at 0.17mn/tons.

Exports sales took a hit on rising freight and input costs

Exportdispatches duringthe period reported amajordrop of 77%y (+11%m) to
0.17mn/tons compared to 0.75mn/tons last year. This brings 11mFy22 total exports
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to 4.9mn/tons comparedto lastyear 8.8mn/tons (down by 43%y). Region wise,
north exports suffered a 64%y drop (+19%m) to 0.07mn/tons, whereas south exports
declined by 82%y (+5%m) to 0.099mn/tons We believe thisislikely owingto a) north
borderclosure, b) rising freight and input costs (coal prices), and c) lower price
differentialinternational market.

Exhibit: Monthly Cement Dispatches

inkTons May/22 Apr/22 m/m May/21 y/y 11mFy22
LUCK N2 563 590 -5% 671 -16% 8,117
DGKC N 329 391 -16% 488 -33% 6,060
MLCF NA 323 343 -6% 330 -2% 4,071
CHCC ™ 253 226 12% 286 -12% 3,132
KOHC qr 248 201 23% 247 0% 3,165
FCCL NA 199 238 -16% 241 -18% 2,911
PIOC N 209 236 -11% 236 -11% 2,965
ACPL ™ 117 100 17% 272 -57% 2,063
Source: APMCA, News print, *Provisional numbers

Outlook

Lookingahead; we may expect a slowdown in upcoming months due to predicted
monsoon and Eid holidays. Whereas, on pricing front, international coal prices are
still on the surge and expected toremain onthe higherside. On comparative basis,
domestic manufacturers have increased average cement prices by 43% on average
with Northsellinga PKR917/bag (up by 44%y) and south retailing at PKR 879/bag
(up by +43%y). Inthe medium term demand is expected to remainlow owingto
higherrates, upcoming budget, and higher cement prices.
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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.
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