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BUY

Price Target : PKR 127/sh

COoMPANY DATA

Anti—Dumping Investigation against dumped Cold Rolled Coils (CRC) resulting
in positivity!

e We revise our estimates on ISL maintaining ‘BUY’ rating: Our Jun-17 DCF based
price target of PKR 127/sh implies 19% upside potential from current price levels
of PKR 106.8/sh, and 3% upside from the previous target of PKR 123/sh.

e Imposition of Anti—Dumping Duty by NTC: National Tariff Commission on

52-week Price Range (PKR) 24.08— 106.8 account of an application lodged earlier by ASL (Aisha Steel Ltd.) for investigation
No. of Shares Outstanding (mn) 435.0 on the injury caused to the local producers against CRC dumped from China &
Market Cap (PKRmI) 46,488.4 Ukraine finally results in anti dumping imposition for the protection of domestic
industry ....
Market Cap (USDmn) 443.57
EV/ Ebitda (x) 1038 ® Investment Risk: Key risks to our investment thesis are 1) Price volatility of HRC &
CRC 2) Surge in steel scrap prices 3) Decline in local demand/ Demise of the
Free Float (%) 40 %
Automobile Industry 4) FTA with China & 5) Privatization of PSM.
Year End Jun
CATS Cod s Imposition of Anti—Dumping duty on CRC by NTC: National Tariff Commission on
ode
account of an application lodged earlier by ASL (Aisha Steel Ltd.), for investigation on
Source: K€ the injury caused to the local producers against CRC (Cold Rolled Coils/Sheets) dumped
from China & Ukraine finally results in an anti-dumping imposition for the protection of
domestic industry for next 5 years.
Key Ratios (x/%) FY17E FY18E FY19E FY20E
P/E (x) 1366 1220 037 708 After due assessment and investigation by NTC, it appeared that due to increased
volume of imports of CRC material injury was witnessed by domestic producers in
P/B (x) 5.78 4.60 3.64 2.92 . .. . . . . .
terms of profitability, price undercutting, decline in the market share, capacity
EBITDA Margin % 2% 20k 2% 3% utilization and etc. Hence, an anti dumping duty of 19% is finally imposed on the CRC
Source: Company Accounts, Nael Research A
imports by NTC.
We envisage ISL as our major beneficiary in our steel universe, being a largest producer
of Cold Rolled Coils in the industry. Incorporating following changes in our assumptions
we have revised the estimates for ISL maintaining “BUY” rating on the scrip:
RELATIVE To KSE - 100 e Increase in market share owing to recent capacity expansion for CRC to 550k tons
400 4 per annum, from 250k tons in FY16A (+120% addition).
350 - —— 5L ——— KSE- 100
300 - e Assuming a price hike in steel products by PKR 2000/tone we expect an additional
2508 impact of 2.7% upside in revenues from our previous forecast of PKR 27,196mn in
200 1 FY17E.
150 -+
100 e The aforementioned assumptions result in an annualized impact of PKR 1.15/sh in
07 the earning estimates for FY17E.
0
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Source: KSE PKR MN FY16A FY17E FY18E FY19E
Sales 20,499 27,928 32,712 37,234
COGS 17,586 21,813 26,052 28,838
GP 2,913 6,116 6,660 8,396
EBIT 2,386 5,512 5,978 7,502
A PBT 1,654 4,793 5,349 6,988
Ta:a Rehn|1an o NP 1,179 3,403 3,797 4,962
L@l I EPS 2.71 7.82 8.73 11.41
(+92-21) 32461812-13 (Ext.) 140
Source: Company Accounts, Nael Research
Please refer to the last page for important disclosures EJama

http:'amagun‘i.ék[


http://jamapunji.pk/

International Steels Limited

Chief Executive Officer

Ashraf Bava, CFA (92-21) 32461812-13 abava@naelcapital.com
Equity Sales

Muhammad Shakeel, Director Equity Sales (92-21) 32461819-22 shakeel@naelcapital.com
Nasir Mugeet, Institutional Sales (92-21) 32461819-22 nmugeet@naelcapital.com
Irshad Ul Haq Khan, Institutional Sales (92-21) 32461819-22 irshad@naelcapital.com
Research

Taha Rehman, Research Analyst (92-21) 32461812-13 taha@naelcapital.com

Disclosure Related to Author

The analyst mentioned on the cover of this report, primarily involved in the preparation of this report, certifies that (1) the views expressed in this report
accurately reflect his/her personal views about all of the subject companies/securities and (2) no part of his/her compensation was, is or will be directly or
indirectly related to the specific recommendations or views expressed in this report.

Disclaimer

The report has been prepared by Nael Capital (Pvt.) Ltd and is for information purpose only. The information and opinions contained herein have been
compiled or arrived at, based upon information obtained from sources, believed to be reliable and in good faith. Such information has not been independently
verified and no guaranty, representation or warranty, expressed or implied is made as to its accuracy, completeness or correctness. All such information and
opinions are subject to change without notice. Descriptions of any company or companies or their securities mentioned herein are not intended to be
complete and this document is not, and should not be consulted as, an offer, or solicitation of an offer, to buy or sell any securities or other financial
instruments.

Research Dissemination Policy
Nael Capital (Pvt.) Ltd. endeavors to make all reasonable efforts to disseminate research to all eligible clients in a timely manner through either physical or
electronic distribution such as mail, fax and/or email. Nevertheless, not all clients may receive the material at the same time.
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Nael Capital (Pvt.) Ltd. as per the applicable law or regulation, prohibits its respective directors, officers, representatives, employees and/or related persons to
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specified in the company policy.

Other Important Disclosures
Foreign currency denominated securities is subject to exchange rate fluctuations which could have an adverse effect on their value or price, or the income

derived from them. In addition, investors in securities such as ADRs, the values of which are influenced by foreign currencies effectively assume currency risk.
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BUY >15% J am a
HOLD >-15% to < 15% B

SELL <-15% A=l 5 e
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