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Todays Daily
Developments surrounding the sponsor handoff at the utility continue
to drive sentiment, while minor price slippages signal growing
impatience. Concrete developments include: 1) passing of resolution
by shareholders of Shanghai Electric Power Co. Ltd (SEP) on
Dec'22nd approving acquisition of 66.2% shares in KEL, 2)
submission of documents and supporting financial reports of SEP
to NEPRA for approval, and 3) news reports regarding the approval
process for KEL's stake sale, ongoing MYT negotiations, sum up
the long and arduous process for shifting sponsors at KEL.
Highlighting the operational credentials of SEP, we re-iterate the
benefits from this planned change in ownership, using past actions
by the entity as a blueprint for possible actions by SEP post
acquisition in KEL. At a TP of PkR13.9/sh. the stock remains a BUY.
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As per APCMA, the cement industry has posted a growth of 11.07%YoY
during the 1HFY17, while exports recorded a decline of 3.53%YoY in
1HFY16. In Dec'16, domestic dispatches were 3.186mn tons registering
a growth of 6.74%YoY while the exports amounted to 0.369mn tons
reflecting negative growth of 18.98%YoY.
As per SBP, banking sector deposits were up 20%YoY to Rs11.2 trillion
in CY16. This is significantly higher than historical average growth of
12% during last 3yrs. Deposits have also jumped 7% surprisingly on
monthly basis in Dec'16. Advances of the sector have also risen by
17%YoY/ 6%MoM to Rs5.6tr in Dec'16, whereas investments are up
8%YoY/3%MoM to Rs7.2tr.
The price of sugar has been increased from PkR59 to PkR6/ kg in the
whole sale market. Ministry of Industries and Production told in the
meeting of ECC that sugar mills held 1.23mn ton sugar reserves till
Dec'16 which were enough to meet the demand of 400k ton/month till
Feb'17.
PSO on Saturday imported the first vessel of 55,000MT low-sulfur diesel
vessel from Kuwait that ensures a healthier environment and better
performance of vehicles.
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KEL: Kicking the can down the hill

Long road to handover: Using the recent completion of the acquisition
of controlling interest in EFOODS as a crude proxy for the KEL stake sale,
we arrive at an ~9month timeline for completion of public tender process
beginning with the release of public intention on 23rd March'16, concluding
with the completion of public offer disclosed on 19th December'16. KEL
will have to navigate tougher stakeholders, where approval from various
regulators (SECP, NEPRA, CCP, SBP) and Ministries will be necessary.
Additional legal hurdles may arise from with creditors, minority shareholders,
authorities or even consumers, which may delay the handover process,
in our view.
SEP's operational history: SEP has been a key beneficiary of reforms
in the Chinese power market beginning in 1992, leading to unbundling of
generation and distribution (2002-2005), going forward to more efficient
(supercritical and ultra-supercritical coal units recently launched in Caojing,
Tinaji), technologically advanced (cogeneration, conversion to gas) projects
in the generation sphere. Transmission and distribution projects are recent
addition to SEP's operational profile, where smart grid implementation in
China (largely to manage supply side), expansion of Enemalta's transmission
network and acquisition of analytics software to monitor consumption
patterns, isolating irregularities are a few key iniatives successfully
implemented by SEP globally.
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Enemalta case study: The case of SEP's acquisition of 33% stake in
Enemalta Plc (Malta's state grid) for US$432mn in Dec'2014 may be an
effective blueprint for actions SEP may enact in KEL post acquisition.
Firstly, Enemalta was unbundled (2014-16)) by the state of Malta (majority
shareholder), where SEL was given majority stake in operating generation
assets (US$150mn earmarked for 90% of 149MW Delimara 3 plant)
enhancing efficiencies (US$94.5mn conversion of the plant from FO to
gas). SEP was also given ownership in JV's covering renewable energy
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Monday, Jan 09, 2017

AKD Daily

Developments surrounding the sponsor handoff at the utility continue
to drive sentiment, while minor price slippages signal growing
impatience. Concrete developments include: 1) passing of resolution
by shareholders of Shanghai Electric Power Co. Ltd (SEP) on Dec'22nd
approving acquisition of 66.2% shares in KEL, 2) submission of
documents and supporting financial reports of SEP to NEPRA for
approval, and 3) news reports regarding the approval process for
KEL's stake sale, ongoing MYT negotiations, sum up the long and
arduous process for shifting sponsors at KEL. Highlighting the
operational credentials of SEP, we re-iterate the benefits from this
planned change in ownership, using past actions by the entity as a
blueprint for possible actions by SEP post acquisition in KEL. At a
TP of PkR13.9/sh. the stock remains a BUY.
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and O&M servicing, while the distribution network underwent US$135mn
in CAPEX over two years. T&D in the electricity grid was reduced to 9%
in Dec'15 vs. 15% in Dec'14, largely through investments in building grid
capacity, expanding feeders, grid stations, installing smart meters and antitheft measures. However, differences are apparent with the operational
environment of Karachi, where high loads, consumer density and grid
constraints stand in stark comparison, requiring a proportionate, tailored
response.
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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

Monday, Jan 09, 2017

AKD Daily

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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