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Pakistan Textiles: Sector update Jul'18
Latest PBS data shows that country's export sector is facing
headwinds from seasonal slowdown and softening commodity
prices in international markets, with Jul'18 exports resting at
US$1.646bn (marginally up by 1.2%YoY). Amongst the major
categories, food exports were up 6.1%YoY to US$266mn (declining
16.3%MoM), while textile exports went down both on sequential
and year-on-year basis, with group exports clocking in at
US$1,002mn (down 16.1%MoM/0.5%YoY). In the Textile group,
double digit sequential decline in both value (16.0%MoM) and low
value added (16.4%MoM) exports was primarily attributable to
softening final product prices and seasonal slowdown. On a
cumulative basis, 7MCY18 textile exports moved 8.1%YoY higher
at US$7.90bn (vs. US$7.31bn in 7MCY17), while value added exports
inched up by 7.8%YoY to US$5.76bn. Low value added exports,
which remained largely sanguine in the 2HCY17, strongly recovered
in 1HCY18 reaching US$2.13bn (up 9.7%YoY) in 7MCY18. Moving
forward, we expect textile sector to benefit from flexible exchange
rate regime and continued gov't support in the form of export
incentives. However, key structural challenges in the form of slow
materialization of export package and ongoing trade spat between
global economic powers pose downside risk to export outlook.
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Pakistan Tehreek-i-Insaf government on Friday revised working hours
in government institutions, abolished discretionary funds of the prime
minister, federal ministers and members of the National Assembly.
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The LNG import deal with Qatar would be made public and would also
be re-examined by experts to assess its fairness, said Minister for
Petroleum Ghulam Sarwar Khan on Friday. Import of LNG from Qatar
to meet energy shortfall has always been controversial.
.
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International credit ratings agency Moody's has expressed fresh fears
over Pakistan's external pressures rising from increasing imports of
capital goods as well as investments under the China-Pakistan Economic
Corridor. Moody's issued its view on Pakistan's economy and analyzed
that the external pressure has been continually mounting which may
further aggravate the issue of declining foreign exchange reserves.
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Pakistan Textiles: Sector update Jul'18
Latest PBS data shows that country's export sector is facing
headwinds from seasonal slowdown and softening commodity prices
in international markets, with Jul'18 exports resting at US$1.646bn
(marginally up by 1.2%YoY). Amongst the major categories, food
exports were up 6.1%YoY to US$266mn (declining 16.3%MoM), while
textile exports went down both on sequential and year-on-year basis,
with group exports clocking in at US$1,002mn (down
16.1%MoM/0.5%YoY). In the Textile group, double digit sequential
decline in both value (16.0%MoM) and low value added (16.4%MoM)
exports was primarily attributable to softening final product prices
and seasonal slowdown. On a cumulative basis, 7MCY18 textile
exports moved 8.1%YoY higher at US$7.90bn (vs. US$7.31bn in
7MCY17), while value added exports inched up by 7.8%YoY to
US$5.76bn. Low value added exports, which remained largely
sanguine in the 2HCY17, strongly recovered in 1HCY18 reaching
US$2.13bn (up 9.7%YoY) in 7MCY18. Moving forward, we expect
textile sector to benefit from flexible exchange rate regime and
continued gov't support in the form of export incentives. However,
key structural challenges in the form of slow materialization of
export package and ongoing trade spat between global economic
powers pose downside risk to export outlook.
Textile exports - down 16.1%MoM/0.5%YoY in Jul'18: Seasonal
slowdown and softening final product prices have led to decline in textile
exports in Jul'18, which clocked in at US$1,002mn (down
16.1%MoM/0.5%YoY). Segment wise, both value and low value exports
witnessed sequential decline of 16.0%MoM and 16.4%MoM, with respective
segment exports of US$738mn and US$264mn. In value added segment,
major categories including bed-wear, knitwear and readymade garments
exports slid by 19.8%MoM, 19.8%MoM and 10.4%MoM, respectively. In
low value added group, cotton cloth and yarn exports went down by
23.4%MoM and 5.4%MoM, respectively on account of seasonal slowdown.

Textile Exports: Jul'18
(USD' mn)

Jul'18

Jun'18

MoM

Jul'17

YoY

7MCY18

7MCY17

Cotton Yarn

117

124

-5.4%

109

7.6%

827

696

18.9%

YoY

Cotton Cloth

144

188

-23.4%

160

-9.9%

1,281

1,230

4.2%

Total Low Value

264

316

-16.4%

271

-2.5%

2,135

1,946

9.7%

Knitwear

209

257

-18.9%

194

7.8%

1,607

1,378

16.6%

Bedwear

4.1%

165

205

-19.8%

171

-3.6%

1,301

1,250

Readymade Garments 211

236

-10.4%

212

-0.5%

1,543

1,431

7.8%

Total Value Added

738

878

-16.0%

736

0.3%

5,769

5,365

7.5%

1,002

1,194

-16.1%

1,007

-0.5%

7,904

7,312

8.1%

Total

Source: PBS & AKD Research

Exports outlook: Factors like robust economic growth in key export
destinations and flexible exchange rate regime (~18.6% rupee depreciation
since Dec'17) keep us optimistic about export outlook. Moreover,
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continuation of subsidy to export sector particularly textile shall continue
to benefit the sector. That said, key structural challenges in the form of
slow materialization of export package and ongoing trade spat between
global economic powers pose downside risk to export outlook.
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Investment perspective: Confluence of recent positives including rupee
depreciation (~18.6% since Dec'17) and extension of export incentives
albeit at lower rate should help the domestic textile sector to stave off
competitive pressures in the export market. In the short-medium term
where cyclical tailwinds favor low value added names, we recommend
NCL. At current levels, the scrip trades at an attractive FY19F P/E of 6.7(x)
and offers an overall capital upside of ~15.5% and D/Y of 5.8%.
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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.
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