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ACPL—EARNINGS HIGHLIGHTS SMFY17E

PKR 'mn' 9MFY17E 9MFY16A YoY
Net Sales 11,229 10,315 9%
Cost of sales 6,973 6,343 10%
Gross Profit 4,256 3,971 7%
PBT 3,097 2,876 8%
Tax 993 782 27%
PAT 2,105 2,094 1%
EPS 18.38 18.28 1%

Source: Nael Research, Company accounts

Taha Rehman ¢
taha@naelcapital.com
(+92-21) 32461812-13 (Ext.) 150

Earnings likely to clock in at PKR 6.35/sh in 3QFY17E

Attock Cement Pakistan Ltd. (ACPL) is scheduled to announce its 3QFY17E
financial results on April 17th, 2017 where we expect the company to post an EPS
of PKR 6.35, down by significant 23%YoY.

Earnings for 3QFY17E are anticipated to remain subdued clocking in at PKR 727mn
(EPS: PKR 6.35) as compared to PKR 941mn (EPS: PKR 8.22) in 3QFY16A, whereas
sequentially a growth of minute 6%QoQ is projected.

Topline of the company is estimated to grow by 2%YoY owing to picking up
cement prices in south despite a meager drop in total dispatches by 2%QoQ lead
by losing export share of the company.

Changing commodity cycle and a sudden pick in coal prices has suppressed the
gross margins of our cement universe. We expect ACPL’s GP margins to drop by
2ppts(QoQ)/9Ippts(YoY) settling at 35%.

The gross profit of the company is expected to drop 18%YoY posting at PKR 1.4bn.

ACPL’s plant is already operating beyond maximum capacity that is supported by
continuous BMR by the firm, however further delays in expansion of the new line
might be a trigger and poses a threat.

On yearly basis, finance cost is estimated to rise 47%YoY, as we expect the
company to increase short term borrowings in the coming period to maintain

liquidity, post depletion of short term investment.

We switch our stance from sell to “HOLD” recapping our June’17E PT to PKR 340/
sh.

Investment Risks: The key risks to our investment thesis are 1) Delay in Expansion 2)
Inflating Coal prices 3) Declining local demand 4) Breakdown of Price arrangement &

5) Increase in Interest rates.

ACPL—FINANCIAL HIGHLIGHTS 3QFY17E

PKR 'mn’ 3QFY17E 3QFY16A YoY 3QFY17E 2QFY17A QoQ
Net Sales 4,000 3,918 2% 4,000 3,870 3%
Cost of sales 2,588 2,189 18% 2,588 2,420 7%
Gross Profit 1,411 1,730 -18% 1,411 1,450 -3%
Finance Cost 6 4 47% 6 7 -11%
PBT 1,053 1,295 -19% 1,053 1,050 0%
Tax 326 354 -8% 326 363 -10%
PAT 727 941 -23% 727 687 6%
EPS 6.35 8.22 -23% 6.35 6.00 6%

Source: Nael Research, Company accounts

** please refer to the last page for important disclosures
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Price Target : PKR 47.03/sh

FAUJI CEMENT COMPANY LTD. (FCCL)

CURRENT MARKET DATA
Current Price 42
Market Cap (PKR mn) 57,828.0
52 wk Hi 48.19
52 wk low 32.85
Outstanding shares (mn) 1379.82
P/E (x) 25.1
P/B (x) 3.21
Free Float (%) 55%
KATS Code FCCL
Source: PSX
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FCCL—EARNINGS HIGHLIGHTS 9MFY17E
PKR 'mn’ 9MFY17E 9MFY16A YoY
Net Sales 15,916 15,195 5%
Cost of sales 12,406 8,116 53%
Gross Profit 3,510 7,080 -50%
PBT 2,767 6,061 -54%
Tax 826 1,724 -52%
PAT 1,941 4,337 -55%
EPS 1.41 3.14 -55%

Source: Nael Research, Company " accounts

Earnings to remain on the lower side, posting at PKR
0.46/sh in 3QFY17E

Fauji Cement Company Ltd. (FCCL) is scheduled to announce its 2QFY17E financial
results on April 17" 2017 where we expect the company to post EPS of PKR 0.46,
depicting downside of 59%YoY.

Revenues are expected to grow 9%YoY clocking in at PKR 5.7bn in 3QFY17E,
whereas sequentially a drop of 1%QoQ is projected.

The topline of the company is stable as FCCL has managed to retain its market
share in the region via continuous clinker purchases in bulk from its peers i.e.
PIOC, GWLC etc.

The GP margins of the firm has depleted drastically during FY17E, due to higher
cost of sales majorly lead by hefty clinker costs.

We expect the GP margins to further drop by 1ppts (QoQ) during the quarter
settling at 21%.

The seized plant at line Il is expected to recommence operations from the first
quarter of FY18E, which clarifies that the earnings will remain subdued in the last
quarter of FY17E.

On the back of diluted earnings for the year we expect FCCL to severely lose its
dividend yield in comparison to the same period previous year.

We maintain our stance of “HOLD” rating on FCCL recapping our June’17E PT at
PKR 47.03/sh.

Investment Risks: The key risks to our investment thesis are 1) Losing Dividend

Yield% 2) Delay in recommencement of operations (Line 1) 3) Declining local demand

& 4) Increase in Interest rates.

FCCL—FINANCIAL HIGHLIGHTS 3QFY17E

PKR 'mn' 3QFY17E 3QFY16A YoY 3QFY17E 2QFY17A QoQ
Net Sales 5,729 5,245 9% 5,729 5,796 -1%
Cost of sales 4,537 2,742 65% 4,537 4,524 0%
Gross Profit 1,192 2,503 -52% 1,192 1,271 -6%
Finance Cost 66 95 -30% 66 72 -8%
PBT 910 2,200 -59% 910 1,025 -11%
Tax 273 639 -57% 273 331 -18%
PAT 637 1,561 -59% 637 694 -8%
EPS 0.46 1.05 -59% 0.46 0.50 -8%

Source: Nael Research, Company accounts
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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.

Company Specific Disclosures

Nael Capital (Pvt.) Ltd. as per the applicable law or regulation, prohibits its respective directors, officers, representatives, employees and/or related persons to
make a purchase and/or sale, or offer to make a purchase and/or sale of any such securities or other financial instruments during the restricted period
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.

Stock Recommendation Return

BUY >15% Jama
HOLD >-15% to < 15%

SELL <-15% B
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