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HASCOL is slated to release earnings for 2QCY18/1HCY18 today
where we expect the OMC to post an NPAT of PkR498/1,228mn
(EPS:PkR3.44/8.48/sh, on diluted number of shares) marking increase
of 20/55%YoY. Earnings are backed by continued growth in volumes
and rising pump prices. In addition to the results, we expect the
OMC to announce an interim dividend of PkR5.0/sh maintaining its
payout ratio of 60%. From an operational frame the OMC continues
to expand its retail network while developments on expanding into
the LPG, LNG & Chemicals business streams are in process, where
the continued push by management to diversify revenue streams
fuels our bullish thesis on continued bottom-line growth at the
OMC. Even so, our forecasts fail to incorporate these income
streams as clarity on most fronts (margins from LPG business,
COD of lubricant plant with annual capacity and margin expectations)
remains elusive.
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News and Views
Unnamed sources at the power division quoted by the media stated that
the ministry has handed over power sector's RLNG requirement for the
next four months to M/s Pakistan LNG Limited (PLL) and indicated a
major reduction in the use of RLNG for power generation while opting
for an increase in the use of furnace oil.
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Prime Minister Imran Khan's approved 21-member federal cabinet,
comprising 16 ministers and five advisers, took oath in the morning today.
Notable portfolios included Mr. Asad Umer as Minister for Finance,
Revenue & Economic Affairs and Dr. Ishrat Hussain as Adviser on
Institutional Reforms & Austerity.
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Pakistan's new Prime Minister Imran Khan called on Sunday for the rich
to start paying taxes and said the country will begin an austerity drive
to reduce debt, a campaign he will kick-start by selling his office's fleet
of bullet-proof cars.
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HASCOL is slated to release earnings for 2QCY18/1HCY18 today
where we expect the OMC to post an NPAT of PkR498/1,228mn
(EPS:PkR3.44/8.48/sh, on diluted number of shares) marking increase
of 20/55%YoY. Earnings are backed by continued growth in volumes
and rising pump prices. In addition to the results, we expect the
OMC to announce an interim dividend of PkR5.0/sh maintaining its
payout ratio of 60%. From an operational frame the OMC continues
to expand its retail network while developments on expanding into
the LPG, LNG & Chemicals business streams are in process, where
the continued push by management to diversify revenue streams
fuels our bullish thesis on continued bottom-line growth at the OMC.
Even so, our forecasts fail to incorporate these income streams as
clarity on most fronts (margins from LPG business, COD of lubricant
plant with annual capacity and margin expectations) remains elusive.
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2QCY18E result preview: We expect the OMC to post 2QCY18E NPAT
of PkR498mn (EPS:PkR3.44/sh) marking growth of 20%YoY on the back
of: 1) total volumetric sales climbing 11%QoQ/15%YoY led by retail
segment fuels, 2) product prices remaining rising drastically over the
quarter, and 3) higher margin on MOGAS at PkR2.55/ltr vs. PkR2.41/ltr
in the previous period. Expected exchange loss of PkR400mn and higher
taxation expense are softening margins, with GM/NM expected at 4.4/0.9%
for 2QCY18E vs. 4.9/1.3% in 1QCY18 signifying some weakness. In
addition to the results we expect the OMC to announce an interim payout
of PkR5.0/sh maintaining its payout ratio of 60%.

HASCOL: Income Statement
PkRmn

2QCY18E 2QCY17

YoY%

QoQ%

1HCY18E 1HCY17 YoY%

Sales- Net of Sales Tax & Discounts 57,696

42,848

35%

4%

113,353

77,743

Cost of Sales

55,186

41,226

34%

4%

108,108

74,693

45%

Gross Profit

2,510

1,622

55%

-8%

5,244

3,050

72%

Selling & Distribution Exp

(745)

(628)

19%

-14%

(1,608)

(1,168)

38%

Administrative Expenses

(171)

(152)

12%

-10%

(360)

(301)

20%

68

67

1%

-1%

136

134

2%

Operating Profit

1,661

908

83%

-5%

3,413

1,715

99%

Finance Cost

(154)

(148)

4%

-21%

(349)

(262)

33%

0.44

-100%

-21%

(23)

-100%

Other Income

Other Expenses

-

Exchange loss/gain

(400)

--

-

Profit Before Taxation

1,107

760

46%

Taxation

(609)

(347)

Profit After Taxation

498

414

EPS (PkR)

3.44

2.86

-

46%

-

(800)

-

0%

2,264

1,430

58%

-

76%

-4%

(1,036)

(639)

62%

20%

42%

1,228

791

55%

20%

-32%

8.48

5.46

-

Source: AKD Research & Company Report

LPG update: Based on OGRA's pump-wise fuel price list HASCOL added
47 pumps in 2QCY17 taking the total retail pump count to 547 pumps
(86 pumps added CYTD). On growth prospects, HASCOL disclosed in
a notice to the exchange its plans for a PkR175mn acquisition of Marshal
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Gas Pvt Ltd, a licensed LPG distributor operating gas filling facility near
Karachi under a hospitality agreement with SSGC, which is slated to add
additional revenue streams for HASCOL. Of importance is the common
shareholding between Marshal Gas (directors of private company include
Mr. Liaqat Ali, also on the Board of HASCOL) and HASCOL, where Marshal
Gas also owns a stake in HASCOL (9.32mn shares - a 6.44% stake as
of Dec'17). Based on LPG filling station licensing data (by OGRA), Marshal
Gas does not have a retail presence currently, selling only to downstream
stockists/wholesalers. However, the management believes integration of
filling station operations with HASCOL's existing retail network would entail
minor expenses (PkR15-20mn) mostly on the distribution side, but would
create room for margin expansion for the combined OMC.
Investment Perspective: Developments on expanding the non-fuel retail
businesses are in process with first phase of lubes segment (~US$20mn
oil blending and grease plant) expected to commence from 3QCY18.
Continued push by management to diversify revenue streams fuels our
bullish thesis on continued bottom-line growth at the OMC. That said, we
re-iterate our bullish outlook on the stock, citing lucrative additional revenue
sources and persistent CAPEX on retail network infrastructure. At current
levels, an accumulate call on HASCOL is implied at our TP of PkR318/sh.
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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.

comprehensive information, but we make no representation that it is accurate or complete. Facts and views presented in this
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Reports prepared by AKDS research personnel are based on public information. AKDS makes every effort to use reliable,
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
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
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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
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.
For the United States
Compliance Notice.
This research report prepared by AKD Securities Limited is distributed in the United States to Major US Institutional Investors
(as defined in Rule 15a-6 under the Securities Exchange Act of 1934, as amended) only by Decker & Co, LLC, a broker-dealer
registered in the US (registered under Section 15 of Securities Exchange Act of 1934, as amended). All responsibility for the
distribution of this report by Decker & Co, LLC in the US shall be borne by Decker & Co, LLC. All resulting transactions by a
US person or entity should be effected through a registered broker-dealer in the US. This report is not directed at you if AKD
Securities Limited or Decker & Co, LLC is prohibited or restricted by any legislation or regulation in any jurisdiction from making
it available to you. You should satisfy yourself before reading it that Decker & Co, LLC and AKD Securities Limited are permitted
to provide research material concerning investment to you under relevant applicable legislations and regulations.
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