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DAP drives the volumes in Sep’21


As per the numbers released by NFDC, total urea offtake for the industry clocked in at
487k MT, diminishing by 25%MoM due to seasonal decline in consumption in the month
of September, however, the 9MCY21 offtake swelled by 10.4%YoY to stand at 4.6mn MT
in contrast to 4.2mn MT in same period last year.



DAP offtake increased 18.5%MoM to 221k MT owing to Rabi sowing season taking
9MCY21 DAP offtake to 1.08mn MT compared to 1.37mn MT in same period last year,
down by 22%YoY.



Local Urea price has increased by PkR125/bag to PkR1,725/bag since GIDC elimination,
which may sustain till the end of CY21, given supply side hiccups.



The current DAP price of EFERT stands at PkR7,390/bag, uptick of ~PkR2,750/bag over
last 12 months while the retail prices of FFC and FFBL DAP current stand at PkR6,640 and
PkR6,690/bag respectively where another hike of ~PkR600-700 may be witnessed soon.
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Seasonal decline in urea offtake: As per the numbers released by NFDC, total urea offtake for
the industry clocked in at 487k MT, diminishing by 25%MoM due to seasonal decline in consumption in the month of September, however, the 9MCY21 offtake swelled by 10.4%YoY to
stand at 4.6mn MT in contrast to 4.2mn MT in same period last year. The higher offtake in
9MCY21 is attributed to low base effect owing to i) anticipation in fertilizer subsidy by govt.
(urea: PkR243/bag and DAP: PkR960/bag) in Jun’20 which was not implemented, and ii) staggered decline in urea prices by EFERT post GIDC elimination, keeping industry wide offtakes low
in 1HCY20. The increase in offtake in 9MCY21 is led by FATIMA (535k MT vs 422k MT in 9MCY20,
+27%YoY) and EFERT (1.74mn MT vs 1.4mn MT in 9MCY20, +17%YoY). On the other hand, FFBL’s
offtake declined by 3.4%YoY to 381k MT while FFC’s offtake remained flat at 1.8mn MT. The
overall urea inventory has declined 38%MoM to 116k MT despite GoP’s decision to supply LNG
to hitherto closed fertilizer plants, possibly due to expensive LNG prices (FatimaFert and
Agritech’s plants remained closed during Jul’21). Local Urea price has increased by PkR125/bag
to PkR1,725/bag since GIDC elimination, which may sustain till the end of CY21, given supply
side hiccups.
Sep’21 Fertilizer Offtake Snapshot
Sep'21
Urea offtake (MT)
FFC
FFBL
EFERT
FATIMA
Total urea
Ending inventory

203,051
46,304
134,126
78,339
487,150
116,122
Sep'21

DAP offtake (MT)
FFBL
EFERT
FFC
Total DAP
Ending inventory

98,424
51,687
21,729
221,132
352,693

Aug'21
249,819
66,703
202,766
84,859
648,514
187,447
Aug'21
93,031
14,221
2,306
186,532
378,755

MoM%

9MCY21

9MCY20

YoY%

1,820,610
381,815
1,744,372
535,082
4,646,732
116,122

1,837,561
395,095
1,487,153
421,912
4,209,748
465,237

-0.9%
-3.4%
17.3%
26.8%
10.4%
-75.0%

MoM%

9MCY21

9MCY20

YoY%

5.8%
263.5%
842.3%
18.5%
-6.9%

514,751
192,823
120,480
1,076,929
352,693

559,387
299,169
134,006
1,372,496
296,466

-19%
-31%
-34%
-8%
-25%
-38%

-8%
-36%
-10%
-22%
19%

Source: NFDC & AKD Research

Rabi season triggers DAP offtake: DAP offtake increased 18.5%MoM to 221k MT taking
9MCY21 DAP offtake to 1.08mn MT compared to 1.37mn MT in same period last year, down by
22%YoY. The decline in 9MCY21 DAP offtake comes from pre-buying triggered by supply shocks
which began in Aug’20. The current international DAP prices stand at US$660/MT translating
into landed cost of PkR6,860/bag. As per our channel checks, EFERT has increased its DAP price
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by another PkR500/bag (effective 26th Oct’21) in addition to PkR450/bag few weeks earlier. The
current DAP price of EFERT stands at PkR7,390/bag, uptick of ~PkR2,750/bag over last 12
months. On the other hand, the retail prices of FFC and FFBL DAP current stand at PkR6,640 and
PkR6,690/bag respectively while another hike of ~PkR600-700 may be witnessed soon. DAP
inventory in Sep’21 closed at 353k MT, down 6.9%MoM.
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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.
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
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 and other
considerations. AKDS uses a three tier rating system: i) Buy, ii) Neutral and iii) Sell with total returns (capital upside + dividend yield) benchmarked against the expected one year forward floating (variable) risk free rate (10yr PIB) plus risk premium.

Valuation Methodology
To arrive at our period end target prices, AKDS uses different

Rating Definitions

valuation techniques including:

Buy

> 14.5% expected total return (Rf: 8.5% + Rp: 6%)



Neutral

> 8.5% to < 14.5% expected total return

Sell

< 8.5% expected total return (Rf: 8.5%)

Discounted Cash Flow (DCF, DDM)



Relative Valuation (P/E, P/B, P/S etc.)



Equity & Asset return based methodologies (EVA, Residual Income etc.)

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.

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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Compliance Notice.
This research report prepared by AKD Securities Limited is distributed in the United States to Major US Institutional Investors (as defined in Rule 15a-6 under the
Securities Exchange Act of 1934, as amended) only by Decker & Co, LLC, a broker-dealer registered in the US (registered under Section 15 of Securities Exchange Act
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by a US person or entity should be effected through a registered broker-dealer in the US. This report is not directed at you if AKD Securities Limited or Decker & Co,
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