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m Pakistan Cement: Record high dispatches in Mar'18

According to provisional statistics, dispatches during Mar'18 KSE100 -Index
registered growth of 8.5%YoY/13.8%YoY to reach a monthly peak Curent 46.013.34
of 4.30mn tons (previously at 4.08mn tons in Jan'18). Enhanced Prévious 45,741.43
dispatches were led by record high domestic dispatches (3.95mn Chg. 0.59%
tons in Mar'18 vs. previous 3.78mn tons in Oct'17) where domestic
demand growth stood at +5.3%YoY/+13.6%MoM in Mar'18. Exports
also remained positive in Mar’18 clocking in at 0.35mn tons (up
65.2%Yo0Y/16.4%MoM). On a cumulative basis, total dispatches
growth reached 13.5%YoY in 9MFY18 led by domestic demand
growth of 16.8%YoY. With the elections drawing close, we anticipate
total dispatches growth to remain strong for the remainder of the . . .5, 54
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spending in 2HFY18 ahead of national polls (39% unutilized federal ¢,y 7.7%

PSDP at the end of Mar'18) and 2) impressive growth in private

sector credit related to construction activity (+24.9%YoY in Feb'18). vajue Traded (PkRmn/US$mn)
While risk of pricing indiscipline prevails with each expansions cuyrent 12,895/ 111.66
(particularly for South players), we believe recent cement price Previous 12,182/105.48
recovery (+PkR50/bag in North), offer attractive entry points cng. 5.9%

especially when growth dynamics remain intact. While maintaining

our preference for the sector (particularly North players), our top

picks include well diversified, energy efficient companies like LUCK

(TP: PkR898/sh), MLCF (TP: PkR108/sh), PIOC (TP: PkR109/sh) and

DGKC (TP: PkR198/sh) in our Cement Universe.
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News and Views

B Prime Minister’s Adviser on Finance Miftah Ismail says reduction in
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income tax rates will perhaps be the only relief for public in the coming (::g ) %}dggé
budget. Also, he said the ruling party won’t be introducing mega projects 750 49,000
and will leave big projects to the next government. He said the gov'tis ¢, 42000
working to bring foreign wealth back to the country. ‘3‘23 ﬁggg
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B The government on Tuesday decided to inject another PkR40-50bn in 150 37,000
the power sector to ensure seamless energy supplies during the upcoming Z?, 32383
summer. In another news, PSO is mulling to apply with the central bank g 2 TLrTeie
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to extend its credit limit for international oil payments as it is yet to be Volume (LHS

paid over PkR337bn in bills owing to various public sector entities. The
entity received PkR24bn from the GoP but says its insufficient to finance
20,000tons/day of fuel import.
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B The government will borrow PkR4.25trn in April-June period of 2018 waqas.im 6132538_910#”5554
through auctions of treasury bills and long-term papers to cover budgetary

gaps.
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Pakistan Cement: Record high dispatches in Mar'18

According to provisional statistics, dispatches during Mar'18
registered growth of 8.5%Y0Y/13.8%YoY to reach a monthly peak of
4.30mn tons (previously at 4.08mn tons in Jan'18). Enhanced
dispatches were led by record high domestic dispatches (3.95mn
tons in Mar'18 vs. previous 3.78mn tons in Oct'17) where domestic
demand growth stood at +5.3%YoY/+13.6%MoM in Mar'18. Exports
also remained positive in Mar’18 clocking in at 0.35mn tons (up
65.2%Y0Y/16.4%MoM). On a cumulative basis, total dispatches growth
reached 13.5%YoY in 9MFY18 led by domestic demand growth of
16.8%YoY. With the elections drawing close, we anticipate total
dispatches growth to remain strong for the remainder of the year.
We derive our thesis from: 1) strong PSDP and provincial spending
in 2HFY18 ahead of national polls (39% unutilized federal PSDP at
the end of Mar'18) and 2) impressive growth in private sector credit
related to construction activity (+24.9%YoY in Feb'18). While risk of
pricing indiscipline prevails with each expansions (particularly for
South players), we believe recent cement price recovery (+PkR50/bag
in North), offer attractive entry points especially when growth dynamics
remain intact. While maintaining our preference for the sector
(particularly North players), our top picks include well diversified,
energy efficient companies like LUCK (TP: PkR898/sh), MLCF (TP:
PkR108/sh), PIOC (TP: PkR109/sh) and DGKC (TP: PkR198/sh) in our
Cement Universe.

Domestic dispatches continues upward trend: According to provisional
statistics, domestic dispatches numbers recorded another milestone
reaching a monthly peak of 3.95mn (the highest ever) in Mar’18. Dispatches
growth during the month continued its impressive upward trend, growing
by 5.3%Y0Y/13.6%MoM. On a cumulative basis, domestic dispatches
growth reached 16.8%YoY in 9MFY 18, significantly higher than 10.9%YoY
growth recorded in 9MFY17. In this regard, players in the northern region
were able to grow more rapidly (+18.1%YoY in 9MFY18) as compared to
the southern region (+10.9%YoY in 9MFY18). Companies outperforming
the industry during 9MFY18 included CHCC (+86.5%YoY) and MLCF
(+20.2%Y0oY) while LUCK (+16.7%Y0oY), ACPL (+16.5%YoY), DGKC
(+13.7%YoY) and PIOC (+10.4%Y0Y) also posted impressive double digit
growth in 9MFY18.

Exports showed some strength: Continuing with its last month
performance, industry exports remained positive in Mar'18 as well to clock
in at 0.35mn tons, an uptick of 65.2%Y0Y/16.4%MoM. However, on an
overall basis, exports are still down 9.3%YoY in 9MFY18 compared with
14.8%YoY decline in 9MFY17. Going forward, we expect exports to remain
under pressure due to worsening relation with the neighboring countries
(Afghanistan & India). Besides, rising fuel prices/other input costs and
import/anti-dumping duties also makes it more challenging for local
manufactures to grow on the export front.
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Investment Perspective: Backed by expansion led volumetric growth,
continued focus of GoP on infrastructure (PSDP spending of PkKR607bn
in 9MFY 18, up 11.2%YoY) and impressive growth in private sector credit
related to construction activity (+24.9%YoY in Feb'18), we believe the
demand dynamics of the cement sector remain sound. Though risks in the
form of pricing war (especially in South region) and higher coal prices
(surged +26% since May'17) exist, we believe recent cement price recovery
(+PkR50/bag in North), offer attractive entry points especially when growth
dynamics remain intact. While maintaining our preference for the sector
(particularly North players), our top picks include well diversified, energy
efficient companies like LUCK (TP: PkR898/sh), MLCF (TP: PkR108/sh),
PIOC (TP: PkR109/sh) and DGKC (TP: PkR198/sh) in our Cement Universe.
Industry Dispatches (K tons)

Local Mar-18 Mar-17 YoY Feb-18 MoM 9MFY18 9MFY17 YoY

LUCK 666 577 15.5% 542 23.0% 4,977 4,265 16.7%

> ﬁ DGKC 359 365 -1.6% 343 4.6% 3,312 2,913 13.7%
= g FCCL 305 257 18.5% 260 17.3% 2,274 2,102 8.2%
m q—‘ CHCC 208 146 42.9% 195 6.9% 1,611 864 86.5%
C: MLCF 329 264 24.7% 303 8.6% 2,516 2,093 20.2%

n <DE' PIOC 143 138 3.8% 123 16.0% 1,099 996 10.4%
= KOHC 225 192 16.8% 184 22.3% 1,616 1,465 10.4%

n g ACPL 171 157 8.7% 153 11.4% 1,356 1,164 16.5%
$ FECTC 71 60 17.7% 70 2.0% 557 498 11.8%

! -g North 3,280 3,058 7.3% 2,871 14.2% 25,623 21,699 18.1%
< é’ South 673 695 -3.1% 609 10.6% 5,382 4,852 10.9%
Total 3,953 37753 5.3% 3,480 13.6% 31,005 26,551 16.8%

Exports Mar-18 Mar-17 YoY Feb-18 MoM 9MFY18 IMFY17 YoY

LUCK 108 42 160.9% 97 12.0% 758 833 -9.0%

DGKC 19 41 -54.3% 28 -34.2% 376 443 -15.2%

FCCL 9 1 8.0 10 -7.4% 221 113 95.6%

CHCC 10 2 404.8% 9 2.4% 261 151 72.4%

MLCF 16 25 -35.2% 17 -4.8% 212 351 -39.5%

PIOC 5 2 22 8 0.68 47 12 282.3%

KOHC 6 0 2515.0% 7 -9.0% 75 97 -22.4%

ACPL 55 29 90.6% 37 49.5% 363 392 -7.5%

FECTC 4 4 4.8% 5 -9.6% 59 102 -42.6%

North 203 141 43.7% 181 12.4% 2,416 2,526 -4.4%

South 147 71 108.2% 120 22.4% 988 1,227 -19.5%

Total 350 212 65.2% 301 16.4% 3,404 3,753 -9.3%

Total Mar-18 Mar-17 YoY Feb-18 MoM 9MFY18 IMFY17 YoY

LUCK 775 618 25.3% 639 21.3% 5,734 5,098 12.5%

DGKC 378 406 -6.9% 372 1.7% 3,688 3,357 9.9%

FCCL 314 258 21.7% 270 16.3% 2,496 2,215 12.7%

CHCC 218 148 47.6% 204 6.7% 1,871 1,015 84.4%

MLCF 345 289 19.5% 320 7.9% 2,728 2,444 11.6%

PIOC 149 140 5.9% 131 13.1% 1,147 1,008 13.7%

KOHC 231 193 20.0% 191 21.1% 1,692 1,562 8.3%

ACPL 225 186 21.3% 190 18.7% 1,719 1,556 10.5%

FECTC 75 64 17.0% 74 1.3% 616 600 2.6%

North 3,483 3,199 8.9% 3,052 14.1% 28,040 24,225 15.7%

South 820 765 71% 729 12.5% 6,370 6,079 4.8%

Total 4,303 3,965 8.5% 3,781 13.8% 34,409 30,304 13.5%

Source: APCMA & AKD Research
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Disclosure Section

Neither the information nor any opinion expressed herein constitutes an offer or a solicitation of an offer to transact in any
securities or other financial instrument and is for the personal information of the recipient containing general information only.
AKD Securities Limited (hereinafter referred as AKDS) is not soliciting any action based upon it. This report is not intended to
provide personal investment advice nor does it provide individually tailored investment advice. This report does not take into
account the specific investment objectives, financial situation/financial circumstances and the particular needs of any specific
person. Investors should seek financial advice regarding the appropriateness of investing in financial instruments and implementing
investment strategies discussed or recommended in this report and should understand that statements regarding future prospects
may not be realized. AKDS recommends that investors independently evaluate particular investments and strategies and it
encourages investors to seek the advice of a financial advisor.

The appropriateness of a particular investment or strategy will depend on an investor's individual circumstances and objectives.
The securities or strategies discussed in this report may not be suitable for all investors, and certain investors may not be eligible
to purchase or participate in some or all of them.

Reports prepared by AKDS research personnel are based on public information. AKDS makes every effort to use reliable,
comprehensive information, but we make no representation that it is accurate or complete. Facts and views presented in this
report have not been reviewed by and may not reflect information known to professionals in other business areas of AKDS
including investment banking personnel. AKDS has established information barriers between certain business groups maintaining
complete independence of this research report.

This report has been prepared independently of any issuer of securities mentioned herein and not in connection with any
proposed offering of securities or as agent of any issuer of any securities. Neither AKDS, nor any of its affiliates or their research
analysts have any authority whatsoever to make any representation or warranty on behalf of the issuer(s). AKDS Research
Policy prohibits research personnel from disclosing a recommendation, investment rating, or investment thesis for review by
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an issuer prior to the publication of a research report containing such rating, recommendation or investment thesis.

We have taken all reasonable care to ensure that the information contained herein is accurate, up to date, and complies with
all prevailing Pakistani legislations. However, no liability can be accepted for any errors or omissions, or for any loss resulting
from the use of the information provided as any data and research material provided ahead of an investment decision are for
information purposes only. We shall not be liable for any errors in the provision of this information, or for any actions taken in
reliance thereon. We reserve the right to amend, alter, or withdraw any of the information contained in these pages at any time
and without notice. No liability is accepted for such changes.

Stock Ratings

Different securities firms use a variety of rating terms as well as different rating systems to describe their recommendations. A
rating system which uses similar terms such as Buy, Accumulate, Neutral, Reduce and Sell is not equivalent to our rating system.
Investors should carefully read the definitions of all ratings used in each research report. In addition, research reports contain
information carrying the analyst's view and investors should carefully read the entire research report and not infer its contents
from the rating ascribed by the analyst. In any case, ratings or research should not be used or relied upon as investment advice.
An investor's decision to buy, sell or hold a stock should depend on individual circumstances (such as the investors existing
holdings or investment objectives) and other considerations. Please see our table below for ratings definitions which are based
on price returns.

Rating Definitions

Buy > 20% upside potential

Accumulate > 5% to < 20% upside potential
Neutral < 5% to >-5% potential

Reduce < -5% to > -20% downside potential
Sell < -20% downside potential
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Analyst Certification of Independence

The analysts hereby certify that their views about the companies and their securities discussed in this report are accurately
expressed and that they have not received and will not receive direct or indirect compensation in exchange for expressing
specific recommendations or views in this report.

The research analysts, strategists or research associates principally having received compensation responsible for the preparation
of this AKDS research report based upon various factors including quality of research, investor client feedback, stock picking,
competitive factors and firm revenues.

Disclosure of Interest Area

AKDS and the authoring analyst do not have any interest in any companies recommended in this research report irrespective
of the fact that AKD Securities Limited may have, within the last three years, served as manager or co-manager of a public
offering of securities for, or currently may make a primary market in issues of, any or all of the entities mentioned in this report
or may be providing, or have provided within the previous 12 months, significant advice or investment services in relation to
the investment concerned or a related investment.

Regional Disclosures (Outside Pakistan)

The information provided in this report and the report itself is not intended for distribution to, or use by, any person or entity in
any jurisdiction or country where such distribution or use would be contrary to law or regulation or which would subject AKDS
or its affiliates to any registration or licensing requirements within such jurisdiction or country.

Furthermore, all copyrights, patents, intellectual and other property in the information contained in this report are held by AKDS.
No rights of any kind are licensed or assigned or shall otherwise pass to persons accessing this information. You may print
copies of the report or information contained within herein for your own private non-commercial use only, provided that you do
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not change any copyright, trade mark or other proprietary notices. All other copying, reproducing, transmitting, distributing or
displaying of material in this report (by any means and in whole or in part) is prohibited.
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