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Todays Daily
Based on its continued focus on value added segment and higher
expected payout from portfolio companies, NML (TP: PkR185.3/sh,
upside: 23.7%) remains our preferred play in the sector. Benefitting
from its garment capacity expansion, NML registered 38%YoY sales
growth in garment segment in 9MFY17, where we expect this trend
to continue and support topline growth (FY18F: 11%YoY) despite
declining trend in non-value added sales. In addition, textile export
package (FY17/FY18F incremental EPS: PkR2.35/PkR6.5/sh) and
healthy payout from associated companies (FY17/FY18F:
+12%/+5%YoY) are likely to keep NML's earnings robust going
forward (FY17/FY18F EPS: PkR16.71/20.01/sh). Our TP of PkR185.3/sh
has room for upside given the company's recent bid to enter into
automobile sector considering fast-paced growth in the sector.
Given the prevailing bearish market sentiment (KSE 100 index down
7% since May'17), we believe NML presents a buying opportunity
at current price levels.

KSE100 - Index
Current

46,858.56

Previous

47,442.73

Chg.

-1.23%

Mkt Cap. (PkRbn/US$bn)
Current

9,365 / 89.30

Previous

9,474 / 90.34

Chg.

-1.15%

Daily Turnover (mn)
Current

129.87

Previous

355.32

Chg.

-63.5%

Value Traded (PkRmn/US$mn)
Current

7,470 / 71.23

Previous

11,651/ 111.10

Chg.

-35.9%

News and Views
The International Monetary Fund (IMF) has described Pakistan's outlook
for economic growth as favorable, but warned that recent stability gains
have begun to erode. It projected the country's debt to GDP ratio at
69.1% for the current FY17 (vs. gov't estimated debt to GDP ratio of
58.9%), advising the government to take fiscal measures in order to
maintain economic resilience over the medium-term.
The SECP has approved nine amendments to the regulations for inhouse financing in the stock market. Key recommendations approved
by the regulator were: 1) withdrawal of the requirement of collecting 10%
finance participation ratio(FPR) in the form of cash and allowed the
deposit of entire FPR in the form securities, 2) allow the pledging of
margin financed securities in favor of bank through tripartite agreement
between broker, bank, and client, 3) mark to market losses shall be
collected in cash from the client.
Large scale manufacturing (LSM) sector grew 5.58%YoY in the 10MFY17
(vs. 5.9%YoY annual target for FY17), where Iron and steel sector took
the lead by registering 17.88%YoY growth, followed by electronics
15.10%YoY, food, beverages and tobacco 11.60%YoY, automobile
11.41%YoY and pharmaceuticals 9.01%YoY. On a monthly basis, LSM
during Apr'17 posted growth of 9.72%YoY, while it declined 17.88%MoM.
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NML: Fundamentals remain intact
Based on its continued focus on value added segment and higher
expected payout from portfolio companies, NML (TP: PkR185.3/sh,
upside: 23.7%) remains our preferred play in the sector. Benefitting
from its garment capacity expansion, NML registered 38%YoY sales
growth in garment segment in 9MFY17, where we expect this trend
to continue and support topline growth (FY18F: 11%YoY) despite
declining trend in non-value added sales. In addition, textile export
package (FY17/FY18F incremental EPS: PkR2.35/PkR6.5/sh) and
healthy payout from associated companies (FY17/FY18F:
+12%/+5%YoY) are likely to keep NML's earnings robust going forward
(FY17/FY18F EPS: PkR16.71/20.01/sh). Our TP of PkR185.3/sh has
room for upside given the company's recent bid to enter into automobile
sector considering fast-paced growth in the sector. Given the prevailing
bearish market sentiment (KSE 100 index down 7% since May'17), we
believe NML presents a buying opportunity at current price levels.

KATS Code
Bloomberg Code
Price PkR
Market Cap (PkRmn)
Market Cap (US$mn)
Shares (mn)

NML
NML.PA
146.17
51,393.34
490.11
352

3M High (PkR)
3M Low (PkR)

177.74
146.17

1Y High (PkR)
1Y Low (PkR)

185.63
104.81

3M Avg Turnover '000
1Y Avg Turnover '000

1,762.30
1,826.69

3M Avg DT Value (PkR'000)
3M Avg DT Value (US$'000)

293,872
2,802.52

1Y Avg DT Value (PkR'000)
1Y Avg DT Value (US$'000)

275,704
2,629.26

Value added segment steers topline growth: Despite declining trend
in non-valued added sales, NML managed to post 38%YoY topline growth
in garment segment in 9MFY17, where we expect this trend to continue
supporting topline growth (FY18F: 11%YoY). The growth in garment
segment was on account of capacity expansion where higher utilization
level in future (presently 42% due to low utilization at new plant) is to drive
topline growth. Furthermore, the textile export package (FY17/FY18F
incremental EPS: PkR2.35/PkR6.5/sh) and healthy payout from associated
companies (FY17/FY18F: +12%/+5%YoY) are to keep NML's earnings
robust (FY17/FY18F EPS: PkR16.71/20.01/sh). While budgetary imposition
of higher tax on dividend income shall negatively impact FY18F earnings
by PkR0.21/sh, the impact remains limited as the company earns 40% of
dividend income from power sector where tax rate stands unchanged at
7.5%.
Entry in auto space can further strengthen NML's business portfolio:
NML recently signed a joint venture agreement with Hyundai Motor Company
(HMC) and Sojitz Corporation Tokyo to assemble and market HMC's
passenger and one-ton commercial vehicles. In this regard, an associate
company Hyundai Nishat Motor (Private) Limited has been established,
where news flows and our channel checks suggest Nishat Group to likely
own 42% share of the associate company with remaining 40% and 18%
share being held by Sojitz and MTL, respectively. While awaiting granular
details to formally incorporate this into our financial estimates, we view the
said development as a key upside trigger considering fast-paced growth
in the auto industry as indicated by healthy growth in passenger car sales
(+15%YoY in 11MFY17 (ex. Rozgar units)) and auto loans off-take (+26%YoY
in 10MFY17).
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Investment Perspective: We reiterate our liking for NML on the back of
1) company focus on high margin value added segment, 2) being a key
beneficiary from export package with higher value added sales mix where
high rebates rate applicable and 3) well diversified business portfolio (with
higher payout expectations following amendment in Finance Bill 2017).
At our SOTP based TP of PkR185.3/sh, NML offers 23.7% upside from
current price levels.
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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.
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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