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Profits grew on sequential basis led by higher other income @OP LINE

" Pakistan’s listed cement sector has reported profits of Rs17.7bn in 3QFY22, down 7% YoY and up 7% QoQ. These set of results were slightly better than industry
expectations, largely due to (1) Lower realized coal costs owing to higher usage of discounted price of local/Afghan coal compared to Richard bay coal, and 2) higher

than expected other income.
" Sector’s profitability excluding Lucky Cement (LUCK) was down 13% QoQ and up 2% YoY.

= Net sales of the sector remained flat on QoQ basis driven by lower cement dispatches and a marginal increase in prices. Gross margins of the sector also witnessed
slight decline clocking at 23% in 3QFY22 vs. 25% in 2QFY22 and 28% in 3QFY21 led by rising coal prices and gradual catching of coal prices by alternate coal sources.

" Other income of the sector was up by 92% QoQ primarily led by higher other income of LUCK (driven from Lucky Motor Corporation).
= Major contribution in sector profitability during the period was higher profits from LUCK, Bestway Cement (BWCL), and Kohat Cement (KOHC).

" LUCK, BWCL, and KOHC reported QoQ earnings growth of 122%, 6%, and 4% respectively, due to higher other income, higher cement prices and higher usage of

cheaper Afghan coal.

Cement Sector: Financial Highlights

Rsmn 3QFY22 3QFy21 YoY QoQ 9MFY22 YoY
Sales 122,064 96,609 26% -1% 343,490 30%
Cost of Sales 93,716 69,607 35% 1% 260,115 30%
Gross profit 28,350 27,006 5% -7% 83,380 29%
Administrative Expenses 2,424 1,868 30% 5% 6,814 34%
Selling & Distribution Expenses 3,267 3,125 5% -13% 9,883 -2%
Other Operating Expenses 1,509 1,671 -10% -13% 4,981 54%
Other Income 5,463 6,562 -17% 92% 10,933 28%
Profit from Operations 26,613 26,904 -1% 5% 72,635 32%
Finance Cost 3,971 3,180 25% 19% 10,550 7%
Profit before Tax 23,367 24,312 -4% 3% 63,991 38%
Taxation 5,641 5,246 8% -9% 16,773 71%
Profit after Tax 17,726 19,070 -7% 7% 47,223 29%

Source: Company Accounts, Topline Research
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Dispatches Dropped, GP margins shrunk amid elevated coal cost

Pakistan Cement Sector: Profit After Tax (Rsmn)*

Company 3QFY22 3QFY21 YoY QoQ  9MFY22 YoY
Lucky Cement 5,535 7,146 -23% 122% 11,310 -3%
Bestway Cement 3,798 3,595 6% 6% 10,361 25%
Kohat Cement 1,646 1,059 55% 4% 4,630 83%
Maple Leaf Cement 1,563 1,223 28% -19% 4,321 52%
DG Khan Cement 1,442 2,048 -30% 14% 3,619 27%
Fauji Cement 1,234 1,010 22% -16% 4,063 56%
Cherat Cement 1,065 1,094 -3% -10% 3,435 55%
Pioneer Cement 485 687 -29% -27% 1,628 26%
Gharibwal Cement 447 480 -7% -48% 1,695 44%
Attock Cement 329 414 -21% -43% 1,181 23%
Flying Cement 302 42 NM 17% 766 485%
Dewan Cement 92 157 -41% -30% (65) NM
Fecto Cement 33 15 120% 43% 183  -516%
Thatta Cement 29 58 -50% -29% 89 -30%
Power Cement (274) 42 NM NM 7 -94%
Total 17,726 19,070 -7% 7% 47,223 29%

Source: Company Accounts, Topline Research,

*excluding DBCI, DNCC, JVDC, SMCPL & ZELP
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Net sales of the sector remained flat in 3QFY22 at Rs122bn owing to rise in prices during
the quarter and decrease in local & export dispatches by 5% QoQ and 32% QoQ,

respectively.

Average gross margins of the sector clocked in at 23% in 3QFY22, lower than the realized

margins in 1QFY22 and 2QFY22.

Margins remained depressed during the period on account of higher coal prices (up 45%
QoQ) and rise in fuel prices as the industry passed on the cost impact in the later period of

the 3QFY22.

Selling and distribution costs was down by 13% QoQ owing to decline in industry

dispatches.

Finance cost of the sector increased by 19% QoQ due to higher working capital

requirements and higher KIBOR rates.

LUCK, Fecto Cement (FECTC), Flying Cement (FLYNG) posted earnings growth of 122%,
43% and 17%, respectively. On other hand, GWCL, ACPL, and DCL posted decline of 48%,
43% and 30% QoQ.

Going forward, elevated coal and commodity prices remains a key concern for the sector.
Presently, north region players are using higher Afghan and local than preceding quarters.
In the end of 3QFY22, the industry has partially passed on the impact into the prices which

would reflect in the upcoming period.

In terms of dispatches, slowdown in construction activity and rising construction cost may
keep the dispatches in check. For FY22, we foresee the overall dispatches are likely to fall

by 5-6%.



Quarterly analysis at a glance @OP LINE
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Analyst Certification and Disclosures (.TOP LINE

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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