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Autos: CY16 sales standing firm
KSE100 - Index
Current

48,865.79

Previous

49,039.41

Chg.

-0.35%

Mkt Cap. (PkRbn/US$bn)
Current

9,785 / 93.34

Previous

9,803 / 93.52

Chg.

-0.18%

Daily Turnover (mn)
Current

413.98

Previous

492.31

Chg.

-15.9%

Value Traded (PkRmn/US$mn)
Current

20,190 / 192.60

Previous

20,889 / 199.26

Chg.

-3.3%

News and Views
Prime Minister Nawaz Sharif unveiled a "Trade Enhancement Initiative"
worth PkR180bn that envisages, 1) abolition of customs duty and sales
tax on import of cotton, textile machinery and man-made fiber to boost
exports and 2) Enhancement of the rebate rate in the range of 4%-7%
on the whole FOB value of different textile products (4/5/6/7% on
yarn/fabrics/made-ups/garments)
World Bank has revised GDP)growth for Pakistan upward to 5.2% for
FY17 and 5.5% for 2018 against the previous 5% and 5.4% respectively.
The WB in its report stated that the uptake in activity was spurred by a
combination of low commodity prices, rising infrastructure spending, and
reforms that lifted domestic demand and improved the business climate.
Overseas Pakistani workers remitted US$9.46bn in 1HFY17 vs. US$9.69bn
received during the 1HFY16. During Dec'16, the inflow of worker's
remittances amounted to US$1.58bn, which is 1.2% lower than Nov'16
and Dec'15.
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Dec'16 total industry/car sales were recorded at 16,042/14,024 units,
lower by 10.2%/12.4%MoM, while the high base from the Rozgar
scheme kept industry sales lower by 11.6%YoY. CY16 industry/car
sales remained upbeat, resting at 203,633/177,363 units tapering
9.2%/2.7%YoY, whereas ex-Rozgar, car sales jump 26%YoY.
Impressive offtake of the Civic drove HCAR sales higher by 24.1%YoY,
while PSMC sales ex-Rozgar tracked up 19%YoY, whereas INDU
marked a fall, albeit lower than expected, of 3.9%YoY. Segmentwise, growth was seen continuing in 1000CC segment (+26%YoY),
1300CC and above (+4%YoY), while the Rozgar-led high of (68%YoY
growth in CY15) cooled in the 1000CC and below segment (-21%YoY).
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Autos: CY16 sales standing firm
Dec'16 total industry/car sales were recorded at 16,042/14,024 units, lower

CY16 Car Market Share Break-up

by 10.2%/12.4%MoM, while the high base from the Rozgar scheme kept

HCAR
16%

industry sales lower by 11.6%YoY. CY16 industry/car sales remained
upbeat, resting at 203,633/177,363 units tapering 9.2%/2.7%YoY, whereas
ex-Rozgar, car sales jump 26%YoY. Impressive offtake of the Civic drove

INDU
Utilization
0%

HCAR sales higher by 24.1%YoY, while PSMC sales ex-Rozgar tracked
up 19%YoY, whereas INDU marked a fall, albeit lower than expected, of
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3.9%YoY. Segment-wise, growth was seen continuing in 1000CC segment
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(+26%YoY), 1300CC and above (+4%YoY), while the Rozgar-led high of
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(68%YoY growth in CY15) cooled in the 1000CC and below segment (21%YoY).
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PSMC: The OEM recorded volumetric sales of 8,781 units in Dec'16 (in line

PSMC Annual Sales Mix

with seasonality, down 5.5%MoM/29.1%YoY), while reeling from the completion

40,000

of the Punjab Rozgar Scheme. Cumulative sales volume for CY16 amounted

35,000

to 109,588 units (down 18%YoY), while ex-Rozgar sales rose 19%YoY. With

30,000

Wagon R (up 71%YoY, 5,433units YoY), Swift (up 13%YoY) and Mehran (up
4%YoY) riding the wave of 26% in mid-segment passenger vehicles. Despite
raising prices three times during the year (~3.2%YoY weighted average
increase), and the expected replacement of the Cultus (sales up 3%YoY) in
its product mix. We highlight the renewal/replacement of these aged products
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at competitive price tags as crucial for PSMC's continued earnings growth.
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MoM

YoY

CY16

CY15

YoY

Ind. Perform.
Industry Sales

16,042

17,858

-10.2%

-11.6%

203,633

224,247

-9.2%

Cars

14,024

16,018

-12.4%

0.0%

177,363

182,231

-2.7%

LCVs & Pickups

2,018

1,840

9.7%

-51.1%

26,270

42,016

-37.5%

Tractors

3,201

5,145

-37.8%

234.5%

42,371

41,318

2.5%

PSMC

8,781

9,288

-5.5%

-29.1%

109,588

133,660

-18.0%

INDU

4,723

5,383

-12.3%

-0.3%

62,002

64,541

-3.9%

HCAR

2,416

3,096

-22.0%

135.0%

31,828

25,654

24.1%

MTL

2,460

2,968

-17.1%

217.8%

25,637

26,816

-4.4%

704

2,140

-67.1%

388.9%

16,206

13,385

21.1%

Company Wise

AGTL

Source: PAMA & AKD Research

INDU Car Sales Mix
60,000

INDU: The OEM posted sales of 4,723 units during Dec'16, where growth

50,000

followed the seasonal trend falling 12.3%MoM, but only 0.3%YoY. While finding

40,000

it difficult to grow (which the Civic makes more so), sales of Corolla were at
4,140 units -17.5%MoM/-3.7%YoY, on the back of the 'Calendar Effect' where

30,000

sales tapers and customers defer deliveries to CY17. CY16 sales remained

20,000

strong, where 62,002 unit sales depict a decline of 4%YoY, moving in-line with
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Corolla sales decline of 5%YoY (55,539 units sold), whereas Hilux sales grew

-

7%YoY (5,938 units) despite production being held up for de-bottlenecking and
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overhauls. Going forward, INDU may find a soft demand scenario for pushing
the additional, ~10-11K production capacity (brought on by paint shop debottlenecking), where the likelihood of a face-lift to the 11th Gen Corolla
remains likely during FY18E.
HCAR: Deliveries for Dec'16 amounted to 2,416 units, down 22%MoM, but
up 135%YoY, where Civic sales were the likely catalyst. CY16 sales of 31,828
units, although higher by 24%YoY, inched market share for the OEM to 35%
vs. 29% (in CY15), against its peak marketshare of 38% in CY13, in the
1300CC segment.
Outlook: Undergoing a major shift, we remain sanguine on the ability of local
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OEMs to mitigate threats to pricing (higher localization, improved operating
leverage) and segment discipline (entering additional segments). Citing
continuation of robust growth, and retaining our FY17 sales volumes estimates,
we recommend position on dips in INDU with (FCFE based) TP of 1,829/sh,
implying 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

www.akdsecurities.net

03
04

AKD Securities Limited
Member Karachi Stock Exchange

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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