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Pakistan Automobile Assemblers
Car sales declined by 45% in FY23

Pakistan Automotive Manufacturing Association (PAMA) has released the REREEIRCT

sales and production data for the month of Jun'23, where passenger car sales 00 Total ar sales 12mave
increased by 8% MoM to clocked in at 4,258 units. However, despite increase ...
in last two MoM readings, FY23 concluded on a declining note, with total z.ow
passenger car sales reaching 97k units in comparison of 234k units in FY22, 2223
down by 59% YoY. The decline in sales is mainly due to supply side constraints fzzz
and muted demand which compelled automobile players to close their plants o0
or operate at minimal capacity in 2HFY23. Moreover, increase in auto o
financing rate which catered 30-35% of auto demand and change in regulatory

requirement further impacted the auto demand.
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HCAR Sales Volume vs. MoM Change

e Jeeps/SUVs & pickups sales witnessed a increase of 16% MoM to reach at o
1.8k units in Jun’23. Similarly, in FY23, Jeeps/SUVs & pickups sales fell by :222 ]

33% due to aforementioned reasons. Trucks & buses sales decreased by 5y |
3% MoM to clock in at ~0.1k units in Jun'23. Cumulatively in FY23, trucks ;Zgg ]
& buses sales fell by 41% YoY. Whereas, tractors sales plunged by 15% 1500 -
MoM due to seasonal factor while in FY23, sales are down by 48% YoY. "o |
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Company wise, HCAR sales increased by 3.5x MoM in Jun’23 due to low g
>
base. Wherein, Civic & City sales increased by 4x MoM. Cumulatively, source:pamain
company’s sales witnessed a decline of 57% YoY in FY23 to clocked in at

16.9k units where major contributor was from Civic & City.

18,000 - MoM Growth - 600%

INDU sales increased by 7% MoM to clock in at ~1.8k units in Jun’23. 100 | L s00%

Wherein, Corolla & Yaris recorded an increase of 15% MoM. Cumulatively, 1;‘222 ] :ssj

company’s sales plunged by 58% YoY in FY23 to clocked in at 31.1k units. 20> | - 200%
6,000 - + 100%

Similarly, PSMC sales increased by 2% MoM to clock in at ~3.0k units. 400 - - 0%
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Cumulatively, company sales recorded a decline of 57% YoY in FY23. 0 200%

Hyundai volumetric sales increased by 11% MoM to clock in at ~0.6k units. E;\
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MTL sales went up by 42% MoM to clock in at ~2.1k units whereas AGTL
volumes witnessed a decrease of 57% MoM to stand at ~0.8k units.

8,000 MoM Growth 80%

Downhill journey of auto industry 7,000 - 60%
6,000 L 40%
FY23 remains a tough year for car manufactures where total car sales sow - 20%
(Passenger cars, Jeeps & Pickup) decreased by 45% YoY to clocked in at 127k :ZZZ I 02/0/
units due to supply constraints, PKR devaluation, and economic slowdown. This 2000 - -40%
1,000 - -60%

led auto manufacturers to observe higher non-production days in FY23. o
The situation was further compounded by multiple price revisions and f 2 1

significant hike in interest rates. These factors have had an adverse impact on  source:PA A, it Research

demand, making it increasingly challenging to afford vehicles due to higher

prices and financing rates
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The squeeze on auto ﬁnancing FY23: Car Sales Volume Breakup
Auto financing in Pakistan has been experiencing a declining trend in recent »
times. Factors such as a higher interest rate environment and changes in = INDU
regulatory requirements have contributed to this downward trajectory. The HOAR
increased cost of borrowing and stricter lending criteria have made it more psic
challenging for consumers to access financing options for purchasing vehicles. " ;
Hyundai

As a result, the demand for auto financing has been adversely affected, !
impacting the overall sales and growth of the automobile industry. To highlight,
auto financing used to cater 30-35% of the market demand. Source: PAMA, Insight Research
SBP's amendments to lift import restrictions

420 Total Car Financin, MoM 2.5%
The recent amendment by the State Bank of Pakistan (SBP) to lift import ,, ‘ * o
restrictions are expected to provide much-needed relief to the automotive L%
industry. As per SBP, motor car CKD imports declined by 77% YoY in May’23 ., 055
whereas no CBU unit was imported in the same month (as depicted in chart). ZZ °0°:
To highlight, auto industry is currently constraint to meet only 20-25% of their o 0%
LCs requirements. - -
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Source: SBP, Insight Research

Based on SBP decision, we expect some improvement on supply side
constraints. However, this will largely depend on dollar availability and demand I rrom

dynamics. We believe that auto sales will remain sluggish in the near run due to »s Motor Car (CKD) Motor Car (CBU)
higher prices and interest rates. However, in medium to long run, we expect **

175
auto sales to grow as economy recovers. 150

Car sales vs GDP (RHS) . \“\‘
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Automobile Sales

Jun-23 Jun-23
Passenger Cars 4,258 3,934

-82%

23,547 96,812 234,180

Trucks & Buses 149 153 3% 589 -75% 3,836 6,498 -41%
Jeeps & Pick-Ups 1,776 1,530 16% 4,832 -63% 30,067 45,087 -33%
Tractors 2,990 3,508 -15% 7,590 -61% 30,942 58,947 -48%
Three/Two wheelers 82,660 97,189 -15% 142,629 -42% 1,186,688 1,821,887 -35%

Passenger Cars

INDU TﬁgA 1,846 1,718 7% 6,309 -71% 31,104 74,533 -58%
Corolla & Yaris 984 853 15% 4,453 -78% 18,838 56,528 -67%
Fortuner & Hilux 862 865 0% 1,856 -54% 12,266 18,005 -32%
HCAR Hi}:@; 307 87 253% 3,903 -92% 16,879 39,452 -57%
Civic & City 227 56 305% 3,421 -93% 12,823 35,197 -64%
BR-V & HR-V 80 31 158% 482 -83% 4,056 4,255 -5%
PSMC g suzuxi 3,009 2,958 2% 16,009 -81% 65,363 150,279 -57%
Cultus 264 282 -6% 2,468 -89% 6,956 23,169 -70%
Alto 1,913 1,902 1% 7,487 -74% 35,379 71,198 -50%
WagonR 165 148 11% 2,134 -92% 5,434 23,131 -77%
Bolan 262 157 67% 1,216 -78% 4,447 12,361 -64%
Ravi 127 137 -7% 1,028 -88% 3,808 14,230 -73%
Swift 278 332 -16% 1,676 -83% 9,339 6,190 51%
Hyundai uvinoa: 558 503 11% 1,871 -70% 9,688 13,132 -26%
Elantra 88 69 28% 490 -82% 2,162 3,610 -40%
Sonata 77 135 -43% 201 -62% 1,433 2,782 -48%
Porter 80 105 -24% 283 -72% 1,319 1,845 -29%
Tucson 313 194 61% 897 -65% 4,774 4,895 2%
Tractors 2,990 3,508 -15% 7,590 -61% 30,942 58,947 -48%
Fiat 854 2,003 -57% 3,201 -73% 12,320 23,942 -49%
Massey Ferguson 2,136 1,505 42% 4,389 -51% 18,622 35,005 -47%

Source: PAMA, Insight Research
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Disclaimer: This report has been prepared by Insight Securities (Private) Ltd, hereinafter referred as ‘ISL’) and is provided for information purposes

only. Under no circumstances is to be used or considered as an offer to sell or solicitation of any offer to buy. While all reasonable care has been tak-
en to ensure that the information contained therein is not untrue or misleading at the time of publication, we make no representation as to its accura-
cy or completeness and it should not be relied upon as such. This report is provided solely for the information of professional advisers who are ex-
pected to make their own investment decisions without undue reliance on this report. Statements regarding future prospects may not be realized
while all such information and opinions are subject to change without notice. ISL recommends investors to independently evaluate particular invest-
ments and strategies and it encourages investors to seek the advice of a financial advisor.

Investments in capital markets are subject to market risk and ISL 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 partic-
ular need of individuals, who should seek further advice before making any investment or rely upon their own judgment and acumen before making
any investment. The views expressed in this document are those of the ISL Research Department and do not necessarily reflect those of ISL or its
directors.

ISL may, to the extent permissible by applicable law or regulation, use the above material, conclusions, research or analysis in which they are based
before the material is disseminated to their clients. ISL, as a full-service firm, has/intends to have business relationships, including investment-banking
relationships, with the companies in this report. Investors should be aware of that the ISL may have a conflict of interest that could affect the objectiv-
ity of the report. Investors should consider this report as only a single factor in making their investment decision. This report may not be reproduced,
distributed or published by any recipient for any purpose whatsoever without prior written approval by ISL. Action may be taken for unauthorized
reproduction, distribution or publication.

ISL Stock Rating System: ISL employs a 3-tier rating mechanism i.e ‘BUY’, ‘HOLD’ and ‘SELL’, which is based upon the level of expected annualized
return for a specific stock. When total annualized return (capital gain + dividends) exceeds 22%, a 'BUY’ rating is assigned. A ‘SELL’ rating is issued
whenever total annualized return is less than negative 5% and for return in between the 2 ranges, ‘HOLD’ rating is meted out. An 'Under Review’
stance is given if ISL research stance depends upon the outcome of an uncertain event having significant impact on the valuations. Different securities
firms use a variety of rating terms/systems to describe their recommendations. Similar rating terms used by other securities companies may not be
equivalent to ISL rating system.

Time horizon is usually the annual financial reporting period of the company (unless otherwise mentioned in the report). Ratings are updated daily and
can therefore change daily. They can change because of a move in the stock's price, a change in the analyst's estimate of the stock's fair value, a
change in the analyst's assessment of a company's business risk, or a combination of any of these factors. In addition, research reports contain infor-
mation carrying the analyst’s views 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.

Target price risk disclosures: Any inability to compete successfully in the markets may harm the business. This could be a result of many factors which
may include (but not limited to) geographic mix and introduction of improved products or service offerings by competitors. The results of operations
may be materially affected by global economic conditions generally, including conditions in financial markets. The company is exposed to market risks,
such as changes in interest rates, foreign exchange rates and input prices. From time to time, the company may enter into transactions, including
transactions in derivative instruments, to manage/offset certain of these exposures.

Valuation Methodology: To arrive at our period end target prices, ISL uses different valuation methodologies including
e Discounted cash flow (DCF)

e Relative Valuation (P/E, P/Bv, P/S etc.)

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

Frequently Used Acronyms

TP Target Price DCF Discounted Cash Flows FCF Free Cash Flows

FCFE Free Cash Flows to Equity FCFF Free Cash Flows to Firm DDM Dividend Discount Model
SOTP Sum of the Parts P/E Price to Earnings ratio P/Bv Price to Book ratio

P/S Price to Sales EVA Economic Valued Added BVPS Book Value per Share
EPS Earnings per Share DPS Dividend per Share DY Dividend Yield

ROE Return on Equity ROA Return on Assets CAGR  Compounded Annual Growth Rate
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ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES

Analyst Certification: The research analyst(s), if any, denoted by AC on the cover of this report, who exclusively reports to the research department
head, primarily involved in the preparation, writing and publication of this report, certifies that (1) the views expressed in this report are unbiased and
independent opinions of the Research Analyst(s) which accurately reflect his/her personal views about all of the subject companies/securities 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.

The research analyst or any of its close relatives do not have a financial interest in the securities of the subject company aggregating more than 1% of
the value of the company and 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. The Research analyst or its close relatives have not traded in the subject security in
the past 7 days and will not trade in next 5 days.

Disclosure of Financial Interest: ISL or any of its officers and directors does not have a significant financial interest (above 1% of the value of the secu-
rities of the subject company) in the securities of the subject company. Under normal course of business, ISL, their respective directors, officers, repre-
sentatives, employees and/or related persons may have a long or short position in any of the securities or other financial instruments mentioned or
issues described herein at any time and may make a purchase and/or sale, or offer to make a purchase and/or sale of any such securities or other
financial instruments from time to time in the open market or otherwise. ISL or its employees may trade contrary to the recommendation given by ISL
Research through this report or any other. ISL may be providing, or have provided within the previous twelve months, significant advice or brokerage
services to the subject company. ISL may have, within the past twelve months, 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, the entities mentioned in this report or received compensation for corporate advisory
services, brokerage services or underwriting services from the subject company. Close relative of one of the Research Analysts in ISL is currently un-
der employment in the middle management of HBL (a stock covered by ISL), as branch manager. Apart from this, ISL or any other of its officers and
directors have neither served as a director/officer in any company under ISL research coverage in the past 3 years nor received any compensation
from the subject company in the past 12 months.

ISL Research Dissemination Policy: ISL 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 mail, fax and/or email. Nevertheless, not all clients may receive the material at the same time.
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