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E&Ps earnings revised up by 27-59% for FY22-FY24 @OP LINE

|
E&Ps Earning Revision

Rs/share Revised Previous

FY22E  FY23F FY24F| FY22E FY23F  FY24F "
0GDC 35 39 35 21 24 23
PPL* 26 34 29 19 22 23
MARI 306 367 337 236 273 291
pPOL* 83 85 71 47 69 61 =

Source: PPIS, Topline Research

*Unconsolidated

E&Ps: FY23F Earnings Sensitivity w.r.t change in oil prices
Arab light Oil price

(US$/bbl) 0oGDC PPL MARI poL *®
50 33 29 336 71

%0 36 31 352 78
100* 39 34 B o

110 42 36 369 92
120 44 38 372 99
Source: Topline Research .
* Base Case
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Commodities have witnessed sharp rally recently driven by global macroeconomic

recovery, global supply disruption post COVID-19 and the recent Russia-Ukraine crisis.

S&P GSCI (Standard and Poor's Goldman Sachs Commodity Index) is up 42% YoY as of Mar
15, 2022. The index is also up 6% since start of Russia-Ukraine war that started on Feb 24,
2022. Similarly, WTI oil prices are up 48% YoY and is up 5% to USS$97/bbl since Feb 24,
2022. However, it is down 21% from the recent peak of US$123.7/bbl on Mar 8, 2022.

Due to volatility in oil prices and difficulty in estimating oil prices, we use Energy

Information Administration (EIA) estimate as our benchmark for oil prices.

EIA in its recent update on Mar 8, 2022 have raised its oil price forecast by 27%-32% to
USS$101/bbl and USS$85/bbl for 2022 and 2023 respectively which we use for our forecast.
We assume Arab Light Oil prices at US$108.6/bbl and US$91.2/bbl for 2022 and 2023
respectively taking into account its historical premium of 7% over WTI. On fiscal year basis,
Arab Light Oil Prices is likely to average USS$94/bbl, US$100/bbl and USS$87/bbl in FY22,
FY23 and FY24 respectively.

Every USS10/bbl increase in oil prices increases the earnings of E&P companies by around
8% on average and vice versa. For OGDC, every USS10/bbl increase lifts earnings by ~6-
8%. For PPL, the impact is around 6-7% given its significant contribution from Sui field (11-
13% of total production asset). MARI with its high concentration of gas producing assets
have lower impact to the tune of 4-4.5%. On other hand, POL with highest production
asset in oil fields is most sensitive to oil prices having an earnings impact of 7-10%.

Given revision in our oil price assumption and incorporating 1HFY22 financial results, we

revise up our E&P universe earnings forecast by around 27-59% for FY22-FY24.

Circular debt and receivable pileup remain a key concern for companies (OGDC, PPL) as

cash earnings for the companies are much lower.
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Exploration activity to remain elevated in upcoming years (TOPLIN E

| |
Blocks Awarded in Auctions held in January 2021

Province 0oGDC PPL MARI POL
Killa Saifullah Baluchistan 60% 40%
Sharan* Baluchistan 40% 60%
Suleiman Baluchistan 50% 50%
Nareli* Baluchistan 39% 32%
North Dhurnail**  Punjab 40% 60%
Sutlej Punjab 100%
Lilla Punjab 100% m
Hazro Punjab 100%
Jhelum Punjab 100%
Vehari Punjab 100%
Khewari East Sindh 100%
Sujawal South Sindh 100%
Nowshera KPK 100%

Source: PPIS, Topline Research

*MARI is operator, **POL is operator, and the rest operated by OGDCL
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Oil and Gas Development Company (OGDC): We raise our OGDC earnings forecast by
average 59% over FY22-24 after incorporating revised oil price assumption and 1HFY22
results. However, we have slightly increased our exploration cost estimate of the company
for FY23/24. OGDC overdue receivables exposed to circular debt has increased from
Rs304bn in June 2021 to Rs352bn in Dec 2021. Despite being affected by circular debt,
OGDC still participated aggressively in the block auction held in January 2021. OGDC has
participated in 11 blocks out of which 10 are operated by OGDC. This was the first major

block auction after nearly 6-years.

Pakistan Petroleum Limited (PPL): We revise up our earnings forecast by average 37%
over FY22-24 after incorporating 1HFY22 results and higher oil price assumption. PPL trade
debts increased to Rs287bn in Dec 2021 (up 14% from Jun 2021) as the evolving circular
debt is restricting growth prospects of the company. PPL is one of those E&P companies
which got adversely impacted from the rising circular debt problem. Given the cash

position of the company, PPL has only participated in one block in last auction.

Mari Petroleum (MARI): We have revised up our MARI earnings forecast for FY22-24
average 27% on the back of upward revision in oil price assumption and incorporating
1HFY22 results. Conservatively, we have not incorporated the impact of GTH project in our
earning estimates as the timeline of the realization of production is still not certain. Net
flow from this project is 150mmcfd of gas that is expected in three phases out of which
48mmcfd has already come online as per the company. However, the flows from Mari
field still did not reflect this whole production outflow as per PPIS. MARI has remained
insulated from the circular debt issue as the company mostly supplies gas to fertilizer

plants where payment recovery is not a concern.

Pakistan Oilfields Limited (POL): We have revised up our earnings forecast for POL by

average 38% from FY22-24 after revision in oil price and 1HFY22 results.
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The research analyst(s), denoted by an “AC” on the cover of this report, primarily involved in the preparation of this report, certifies that (1) the views expressed in this report accurately reflect his/her personal
views about all of the subject companies/securities/sectors and (2) no part of his/her compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in this
report.

Furthermore, it is stated that the research analyst or its close relative have neither served as a director/officer in the past 3 years nor received any compensation from the subject company in the past 12
months.

Additionally, as per regulation 8(2)(i) of the Research Analyst Regulations, 2015, we currently do not have a financial interest in the securities of the subject company aggregating more than 1% of the value of
the company.

Rating System
Topline Securities employs three tier ratings system to rate a stock, as mentioned below, which is based upon the level of expected return for a specific stock. The rating is based on the following with time
horizon of 12-months.

Rating Expected Total Return

Buy Stock will outperform the average total return of stocks in universe

Neutral Stock will perform in line with the average total return of stocks in universe
Sell Stock will underperform the average total return of stocks in universe

For sector rating, Topline Securities employs three tier ratings system, depending upon the sector’s proposed weight in the portfolio as compared to sector’s weight in KSE-100 Index:
Rating Sector’s Proposed Weight in Portfolio

Over Weight > Weight in KSE-100 Index
Market Weight = Weight in KSE-100 Index
Under Weight < Weight in KSE-100 Index

Ratings are updated daily to account for the latest developments in the economy/sector/company, changes in stock prices and changes in analyst’s assumptions or a combination of any of these factors.

Valuation Methodology
To arrive at our 12-months Target Price, Topline Securities uses different valuation methods which include: 1). Present value methodology, 2). Multiplier methodology, and 3). Asset-based methodology.

Research Dissemination Policy
Topline Securities endeavors to make all reasonable efforts to disseminate research to all eligible clients in a timely manner through either physical or electronic distribution such as email, fax mail etc.
Nevertheless, all clients may not receive the material at the same time.

Disclaimer

This report has been prepared by Topline Securities and is provided for information purposes only. Under no circumstances this is to be used or considered as an offer to sell or solicitation of any offer to buy.
While reasonable care has been taken to ensure that the information contained therein is not untrue or misleading at the time of publication, we make no representation as to its accuracy or completeness and
it should not be relied upon as such. From time to time, Topline Securities and/or any of its officers or directors may, as permitted by applicable laws, have a position, or otherwise be interested in any
transaction, in any securities directly or indirectly subject of this report. This report is provided only for the information of professional advisers who are expected to make their own investment decisions
without undue reliance on this report. Investments in capital markets are subject to market risk and Topline Securities accepts no responsibility whatsoever for any direct or indirect consequential loss arising
from any use of this report or its contents. In particular, the report takes no account of the investment objectives, financial situation and particular needs of investors, who should seek further professional
advice or rely upon their own judgment and acumen before making any investment. The views expressed in this report are those of Topline Research Department and do not necessarily reflect those of Topline
or its directors. Topline as a firm may have business relationships, including investment-banking relationships, with the companies referred to in this report.

All rights reserved by Topline Securities. This report or any portion hereof may not be reproduced, distributed or published by any person for any purpose whatsoever. Nor can it be sent to a third party
without prior consent of Topline Securities. Action could be taken for unauthorized reproduction, distribution or publication.
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