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MLCF: Energy realignment towards coal
We review our investment case of MLCF with a revised Dec'17 TP
of PkR140/share, offering 15% upside. Our thesis is premised upon
tax efficiency derived from its subsidiary Maple Leaf Power (MLPL),
complete substitution of electricity sources other than from WHR
and earnings growth through expansion. In this backdrop, MLCF
in its generation license application intimated that it would fulfill
~63% of electricity requirement from its 40MW coal captive power
plant. We estimate MLPL to result in operational savings of
PkR2.11/share from FY18F. Similarly, we await financial close of
MLCF's 2.21mn tpa Brownfield expansion (expected to come online
in Jan'19) before incorporating it in our estimates. In this regard,
we estimate Brownfield expansion to raise our TP by PkR42/share
(based on 50% utilization in first year of operation). Despite
impressive 64%/16% returns during CYTD/FYTD, MLCF still trades
at a relatively cheap FY17F/FY18F PE of 10.8x/9.8x compared with
AKD Cement Universe's 13.8x/11.3x. Our revised Dec'17 TP of
PkR140/share offers 15% upside. ACCUMULATE.
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News and Views
As per SBP, the current account deficit has widened sharply by 91% to
US$2.6mn during the 5MFY17, owing to rising gap in foreign trade and
declining inflows of remittances.
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PSMC has decided to launch the standard model of Suzuki Celerio in
Mar'17.
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As per PBS, Textile exports went down by 1.94% to US$5.1bn during
5MFY17. Whereas, overall exports recorded at US$8.2bn.
The government has conditionally lifted an import ban on Indian cotton
and allowed unloading of stuck cargoes of 12k bales from the neighboring
country.
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The GoP has deregulated the CNG sector and its end consumer pricing
by empowering the CNG business owners to fix the prices of the
commodity. There will be no control of the OGRA on price determination.

KSE-100 Index

Sharoon Ahmad
sharoon.ahmad@akdsecurities.net
111-253-111 Ext:602

Important disclosures, including investment banking relationships and analyst certification at end of this report. AKD Securities does and seeks to do business with
companies covered in its research reports. As a result, investors should be aware that the firm may have a conflict of interest that could affect the objectivity of the
report. Investors should consider this report as only a single factor in making their investment decision.
Find AKD research on Bloomberg
(AKDS<GO>), firstcall.com
and Reuters Knowledge
UAN: 111-253-111

Copyright©2015 AKD Securities Limited. All rights reserved. The information provided on this document 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 AKD Securities or its affiliates to any registration requirement within such jurisdiction
or country. Neither the information, nor any opinion contained in this document constitutes a solicitation or offer by AKD Securities or its affiliates to buy or sell any securities or provide any
investment advice or service. AKD Securities does not warrant the accuracy of the information provided herein.

research@akdsecurities.net | www.akdsecurities.net

AKD Securities Limited
Member Karachi Stock Exchange

.

We review our investment case of MLCF with a revised Dec'17 TP of
PkR140/share, offering 15% upside. Our thesis is premised upon tax
efficiency derived from its subsidiary Maple Leaf Power (MLPL),
complete substitution of electricity sources other than from WHR
and earnings growth through expansion. In this backdrop, MLCF in
its generation license application intimated that it would fulfill ~63%
of electricity requirement from its 40MW coal captive power plant.
We estimate MLPL to result in operational savings of PkR2.11/share
from FY18F. Similarly, we await financial close of MLCF's 2.21mn tpa
Brownfield expansion (expected to come online in Jan'19) before
incorporating it in our estimates. In this regard, we estimate Brownfield
expansion to raise our TP by PkR42/share (based on 50% utilization
in first year of operation). Despite impressive 64%/16% returns during
CYTD/FYTD, MLCF still trades at a relatively cheap FY17F/FY18F PE
of 10.8x/9.8x compared with AKD Cement Universe's 13.8x/11.3x. Our
revised Dec'17 TP of PkR140/share offers 15% upside. ACCUMULATE.
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Maple Leaf Power to add greater value: MLCF's 40MW coal captive
power plant is expected to come online in 1QFY18F. The company's
management apprised that partial shipment of equipment related to coal
fired power plant have started and civil works are continuing. The company
also filed application for generation license with NEPRA, indicating its
plans to fulfill 58MW existing power requirement through 36.5MW coal
power or 63% of total requirement. The generation application also indicated
that coal power generation would be the cheapest source of power
(~PkR6.23/KWH) after WHR, and thus, it plans to substitute its dependence
on expensive grid electricity (average of peak/off-peak rates: PkR11/KWH)
and gas based captive power generation (PkR10.92/KWH). MLPL's earnings
are expected to be tax-exempt as suggested by the financial projections
in its generation application. The management expects MLPL to contribute
PkR1.881bn (PkR3.57/share) towards consolidated earnings, while MLPL
is anticipated to maintain a payout of 90%. While we have not incorporated
MLPL as a separate entity in our estimates (due to awaited generation
license and tariff approval), we estimate that it will result in operational
savings of PkR2.11/share from FY18F and contribute PkR15/share towards
TP. The impact on earnings and TP would be slightly higher when MLPL
will be accounted as a separate entity.

Valuation Snap shot

Early starter in second round of expansions: MLCF has been quick to
implement its expansion plans. The company's management noted that
its 2.21mn tpa Brownfield expansion is expected to cost around PkR20bn
while it is expected to come online in Jan'19. While expansion will be a
great value enhancer due to its relatively early COD, we have not yet
accounted for the expansion as we wait for the financial close. We believe
that MLCF's strong balance sheet position post early retirement of debt
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allows it to raise debt capital for expansion. In this regard, we estimate
that the expansion will likely be financed through debt equity mix of 50/50.
Based on 50% utilization assumption in first year of operations, we estimate
that the plant will result in average incremental earnings (between FY1923F)/TP of PkR4.45/PkR42 per share.
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Investment Perspective: Despite impressive 64%/16% returns during
CYTD/FYTD, MLCF still trades at a relatively cheap FY17F/FY18F PE of
10.8x/9.8x compared with AKD Cement Universe of 13.8x/11.3x. In addition,
the stock offers decent dividend yield of 4.5% compared with AKD Cement
Universe's 2.6%. Our revised Dec'17 TP of PkR140/share advocates an
Accumulate stance.
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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,
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
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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