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Todays Daily
Feb'16 industry sales moved -6%MoM/+24%YoY amounting to 19,686
units where car sales were 17,119 units, a -6%MoM/+22%YoY
variation. Highlighting the fading out of the Rozgar Scheme sales
(deliveries concluded in 1QCY16), LCV sales were -2%MoM/+39%YoY,
while ex-Rozgar industry sales grew by an encouraging 35%YoY.
Cumulative 8MFY17 industry sales were at 138,103 units (-8%YoY),
made up by 121,275 units of car sales (-1%YoY) and 16,828 LCV
units (-39%YoY). Ex-Rozgar cumulative sales showed industry
growth of 14%YoY, while in the car segment 1000CC/1300CC+
segment sales increased 30%/11%YoY. Tractor sales continue to
climb, with 5,632 units sold in Feb'17 (+4.5%MoM/+85%YoY) and
8MFY17 sales crossing 31,150 units (+50%YoY). High multiple auto
sector exposes scrips to downside in a consolidating market. That
said, sturdy balance sheets of OEMs means they can weather any
adverse operational challenges, as evidenced by the limited impact
on their liquidity from SBP's mandated cash requirement for imports.

KSE100 - Index
Current

49,191.75

Previous

49,392.44

Chg.

-0.41%

Mkt Cap. (PkRbn/US$bn)
Current

9,697 / 92.49

Previous

9,735 / 92.86

Chg.

-0.39%

Daily Turnover (mn)
Current

182.74

Previous

220.43

Chg.

-17.1%

Value Traded (PkRmn/US$mn)
Current

9,763 / 93.12

Previous

13,941 / 132.97

Chg.

-30.0%

News and Views
As per SBP, remittances sent by Pakistanis living aboard in Feb'17
amounted to $1.417bn, down 4.7%MoM/6.9%YoY. Country-wise the
largest decline came from KSA (down 6.9%MoM/14.9%YoY to
US$404.4mn), Dubai (down 2.9%MoM/1.9%YoY to US$202.9mn) and
UK (down 5.7%MoM/5.1%YoY to US$170.5mn). On a cumulative basis,
remittances now stand 2.47%YoY lower at US$12.36bn in 8MFY17 vs.
$12.67bn in the comparative period.
As per data released by PBS, trade deficit for Feb'17 clocked in at
US$2.81bn, shooting 87.9%YoY despite sequential 4.7%MoM decline.
The hefty rise was driven by 35.5%YoY rise in imports bill to US$4.44bn
for the month while exports slumped 8.3%YoY to US$1.64bn. In 8MFY17,
trade deficit accumulated to US$20.2bn, 34.3%YoY higher with exports
declining 3.9%YoY to US$13.32bn and imports increasing 15.99%YoY
to US$33.52bn.

(share mn)

(Index)

950
850
750
650
550
450
350
250
150
50
-50

50,000
47,500
45,000
42,500
40,000
37,500
35,000
32,500
30,000

Mar-16
Apr-16
Apr-16
May-16
Jun-16
Jul-16
Aug-16
Sep-16
Oct-16
Nov-16
Dec-16
Jan-17
Feb-17
Mar-17

Monday, Mar 13, 2017

AKD Daily

Autos: Post-Rozgar inflection nears for cash heavy OEMs

Volume (LHS)

KSE-100 Index

Ali Asghar Poonawala
ali.poonawala@akdsecurities.net
111-253-111 Ext:646

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

.

Monday, Mar 13, 2017

AKD Daily

Autos: Post-Rozgar inflection nears for cash heavy OEMs
Feb'16 industry sales moved -6%MoM/+24%YoY amounting to 19,686
units where car sales were 17,119 units, a -6%MoM/+22%YoY variation.
Highlighting the fading out of the Rozgar Scheme sales (deliveries
concluded in 1QCY16), LCV sales were -2%MoM/+39%YoY, while exRozgar industry sales grew by an encouraging 35%YoY. Cumulative
8MFY17 industry sales were at 138,103 units (-8%YoY), made up by
121,275 units of car sales (-1%YoY) and 16,828 LCV units (-39%YoY).
Ex-Rozgar cumulative sales showed industry growth of 14%YoY, while
in the car segment 1000CC/1300CC+ segment sales increased
30%/11%YoY. Tractor sales continue to climb, with 5,632 units sold
in Feb'17 (+4.5%MoM/+85%YoY) and 8MFY17 sales crossing 31,150
units (+50%YoY). High multiple auto sector exposes scrips to downside
in a consolidating market. That said, sturdy balance sheets of OEMs
means they can weather any adverse operational challenges, as
evidenced by the limited impact on their liquidity from SBP's mandated
cash requirement for imports.

Feb17: Auto Industry Sales
(Units)

Feb-17

Jan-17

MoM

YoY

8MFY17

8MFY16

YoY

Ind. Perform.
Industry Sales

19,686

20,884

-5.7%

24.0%

138,103

149,311

-7.5%

Cars

17,119

18,255

-6.2%

22.0%

121,275

121,934

-0.5%

LCVs & Pickups

2,567

2,629

-2.4%

39.0%

16,828

27,377

-38.5%

Tractors

5,632

5,390

4.5%

85.0%

31,150

20,772

50.0%

PSMC

10,405

11,107

-6.3%

23.6%

73,967

91,608

-19.3%

INDU

5,529

5,775

-4.3%

4.8%

39,810

41,723

-4.6%

HCAR

3,752

4,002

-6.2%

73.1%

24,325

15,793

54.0%

MTL

3,550

3,544

0.2%

96.6%

19,536

13,984

39.7%

AGTL

2,082

1,772

17.5%

83.4%

11,325

6,139

84.5%

Company Wise

Source: PAMA & AKD Research

INDU: Selling 5,529 units in the month (-4%MoM/+5%YoY), INDU reached
8MFY17 cumulative offtake of 39,810 (-5%YoY) playing into the wider trend
of stable growth, following production led disruptions from factory re-tooling
and phasing out of older variants. 35,501 units of the Corolla were sold
during 8MFY17, depicting -7%YoY, for a 2yr old model, which continues
to remain popular. 8MFY17 cumulative market share of the Corolla variant
dipped in the 1,300cc space, falling back to pre-launch of 11th Gen level
of 57% vs. 67% during 8MFY16.

PSMC Monthly Sales
PSMC
Sales

Rozgar Ex-rozgar
Adjustment* Sales

Feb-17

10,405

-

10,405

Feb-16

8,420

1,267

7,153

Change YoY

24%

-

45%

PSMC Cumulative Sales

PSMC: Phasing out of Punjab Rozgar Scheme high base and strong growth
in the 1000CC segment variants has kept growth lofty, with Feb'17 sales
of 10,405 units (-6%MoM/+24%YoY) and ex-Rozgar sales growth of
45%YoY. Cumulative 8MFY17 sales amounted to 73,967 units (-19%YoY),
while ex-Rozgar the growth climbs to 16%YoY (removing 28,052 units sold
www.akdsecurities.net

8MFY17

73,967

-

73,967

8MFY16

91,608

28,052

63,556

-19%

-

Change YoY

16%

Source: Co. Report & AKD Research
*Quarterly reported sales are divided equally by months in the quarter
Cumulative Rozgar sales are derived from subtracting reported rozgar
sales for 1HCY15 from CY15 sales and adding 2MCY16 adjustment
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under the scheme during 8MFY16). Growth in this recent phase was driven
by Wagon R/Swift, +80%/+10%YoY during 8MFY17. Introduction of new
variants and a reliance on CBU led growth will not be reflected in these
numbers going forward,
Outlook: In response to import cash requirements imposed by the SBP,
OEMs with higher localization are better off as they incur lower foreign
currency exposures and use local parts suppliers for a large share of their
input costs (for INDU/PSMC at 55/60%). Having abundant liquidity
(INDU/PSMC have cash and short term investment of PkR41.1/11.9bn as
of last reported quarter), we do not expect them to be under a liquidity
crunch. Additionally, in their latest analyst briefing INDU management
asserted that the cash shortfall for meeting import obligations rested at
~PkR1bn revolving monthly, amounting to only 11.7% of monthly sales
(for 2QFY17). At the same rate, PSMC's cash shortfall should be
~PkR0.71bn. For INDU/PSMC this makes up 2.5/6.0% of cash and near
cash item balances. Lastly, the recent launch of new CBU variants by
incumbents and expected precedence given to imported CBUs by new
entrants may make liquidity management more cumbersome as cash
payments would have to be deposited for import cover on these offerrings.
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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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