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Todays Daily
HASCOL is slated to release earnings for 2QCY17E/1HCY17E on
Wednesday, 30th August, where we expect the OMC to post NPAT
of PkR609/981mn (EPS:PkR5.05/8.13/sh) marking increase of
49%/60%YoY. Earnings are backed by continued growth in volumes,
stable product prices, pickup in other revenues & income. In addition
to the results we expect the OMC to announce an interim payout
of PkR3.0/sh maintaining its payout ratio of 60%. From an operational
frame the OMC continues to add to its retail network while
developments on expanding the non-fuel retail business 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. We re-iterate our bullish outlook on the stock,
citing lucrative additional revenue sources, persistent CAPEX on
retail network infrastructure. We have a BUY call on HASCOL with
an FCFE based TP of PkR422.5/sh.
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10,053 / 95.39
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News and Views
In a CCI meeting scheduled today (Friday), the federal government is
likely to take provinces on board before making amendments to the
Petroleum Policy 2012 and offer a higher price for hydrocarbon exploration
to Mari Petroleum Company Limited.
As per recent data released by SBP, country's total foreign exchange
reserves rose US$105mn to US$20.046bn during the week ended Aug
18'17, where reserves held by SBP slightly improved by US$64mn to
US$14.375bn, while commercial banks reserves also inched up to
US$5.671bn.
Competition Commission of Pakistan (CCP) has issued show cause
notices to six fruit juice manufacturers -NESTLE, SHEZAN, CITROPAK,
AF international, SUNLAND & MAAHER foods-- for misleading consumers
and deceptive marketing practices.
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HASCOL: 2QCY17 Earnings preview
HASCOL is slated to release earnings for 2QCY17E/1HCY17E on
Wednesday, 30th August, where we expect the OMC to post NPAT of
PkR609/981mn (EPS:PkR5.05/8.13/sh) marking increase of
49%/60%YoY. Earnings are backed by continued growth in volumes,
stable product prices, pickup in other revenues & income. In addition
to the results we expect the OMC to announce an interim payout of
PkR3.0/sh maintaining its payout ratio of 60%. From an operational
frame the OMC continues to add to its retail network while
developments on expanding the non-fuel retail business 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. We re-iterate our bullish outlook on the stock, citing lucrative
additional revenue sources, persistent CAPEX on retail network
infrastructure. We have a BUY call on HASCOL with an FCFE based
TP of PkR422.5/sh.
2QCY17E result preview: We expect the OMC to post 2QCY17E NPAT
of PkR609mn (EPS:PkR5.05/sh) marking growth of 64%QoQ/49%YoY on
the back of: 1) total volumetric sales climbing 20%QoQ/49%YoY led by
retail segment fuels, 2) product prices rem aining rising marginally over
the quarter with HSD/MOGAS averaging PkR82.5/73.6/ltr vs. PkR79.1/70.3
during 1QCY17, and 3) product margins remaining at PkR2.41/ltr for
MOGAS and HSD (since July'16) vs. PkR2.35/ltr for 4QCY16. Pickup in
revenue from franchisees and other income from storage and handling are
expected to firm-up margin stability, with GM/NM expected at 4.0/1.8% for
2QCY17E vs. 4.1/1.1% in 1QCY17 signifying some weakness (largely from
higher HSD price for the fixed margin product). In addition to the results
we expect the OMC to announce an interim payout of PkR3.0/sh maintaining
its payout ratio of 60%

HASCOL: Income Statement
((PkR mn)

1HCY17E

1HCY16

YoY%

2QCY17E

2QCY16

QoQ%

Total Sales - Gross

95,878

59,331

62%

52,990

30,807

24%

72%

T. Sales (Sales Tax)

78,008

43,367

80%

43,113

23,015

24%

87%

(74,853)

(41,197)

82%

(41,387)

(21,607)

24%

92%

Gross Profit

3,155

2,170

45%

1,727

1,407

21%

23%

Selling & Dist. Exp.

(1,063)

(772)

38%

(523)

(414)

-3%

26%

Adm. Expenses

(325)

(258)

26%

(172)

(137)

12%

25%

Operating Profit

1,767

1,139

55%

1,032

856

40%

21%

Finance Cost

(225)

(211)

7%

(111)

(108)

-2%

3%

88

58

52%

44

2

0%

2047%
29%

Cost of Sales

Ot. Inc. less ot. charges

YoY%

Profit Before Taxation

1,629

986

65%

965

750

45%

Taxation

(648)

(374)

73%

(355)

(340)

22%

4%

Profit After Taxation

981

612

60%

609

410

64%

49%

EPS (PkR)

8.13

5.07

-

5.05

3.40

-

-
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Operational update: HASCOL added 9 pumps by 2QCY17 taking the
total retail pump count to 459 pumps (35 pumps added CYTD). On
growth prospects, HASCOL disclosed in a notice to the exchange the
approval of license by OGRA to build LPG storage and filling facility,
while initiating forays into RLNG, aviation fuels at select airports and
storage facility near the BYCO plant in Mouza Kund, Balochistan.
Additionally, developments on expanding the non-fuel retail business
are in process, with the lubes segment expected to enhance profitability
following the completion of ~US$20mn oil blending and grease plant
(expected COD in 1QCY19). Continued push by management to diversify
revenue streams fuels our bullish thesis on continued bottom-line growth
at the OMC.
Investment Perspective: Over the year, HASCOL has firmly positioned
itself as the second largest OMC in the country beginning in Jan'17 with
a total volumetric market share of 9.55% rising to an all-time high of
10.2% in May. For 2QCY17 the company sat on volumetric share of
9.9% vs. 6.8% during 2QCY16, a period during which the industry grew
total volumes by ~1%YoY. While risks emanating from PkR weakness
remain at the forefront, we believe HASCOL's efficient sourcing with low
lead times, should limit any inventory impacts. Even so, higher finance
costs and one-off pricing variations have the ability to pull earnings lower
by ~2.1% for every 1% depreciation in the PkR vs. US$. As for reduced
incremental demand from higher POL prices following a devaluation, we
believe the lack of tangible substitutes (particularly for transport) should
keep volumetric growth intact. We re-iterate our bullish outlook on the
stock, citing lucrative additional revenue sources, persistent CAPEX on
retail network infrastructure. We have a BUY call on HASCOL with an
FCFE based TP of PkR422.5/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.
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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.

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.
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