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Fauji Cement: FY20 preview...

Fauji Cement board meeting on September 7...| EPS anticipation of Reo.4/sh

Fauji Cement (FCCL) dispatched 3mn tons of cements (2.8bn to local market) and thus utilized 88% of the
total capacity of 3.43mn tons. However, it's the retention prices in northern zone which is keeping margins
under check. Taking Rs310/bag as proxy (gross margins of 9%) — FCCL can still report FY20 net earnings of Price 22.44
Rssoomn-Rs6oomn (EPS: Re 0.4/sh vs Rs2.05 in FY19). Given current retention prices, FCCL yield FY21 PE of
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11x and thus decipher Hold strategy as per our methodology. We may see probable payout. Avg. VqurT1e o.8mn
We expect FCCL may be above breakeven even after issues persisted in 4Q which was related to lockdown >z weekhi 11.50
and also dampening exports across Afghanistan (export prices are also not attractive). In 4Q alone, we 52 week lo 2217
expected FCCL dispatched 0.6mn tons and hence we see mere profitability of the company in our Paid up in Rs 13.8bn
estimations.

Market cap Rs 30.96bn

We expect FY21 to be even stevens despite better capacity utilization ...

We expect retention prices in northern zone to remain under check as government is keeping a watch on Enterprise Value Rs 34.0bn

that. We expect electricity rates to remain at our model average range of 10.5/kwh alongside slight rise in coal ~ EV per share Rs 24.64/sh
prices. Hence we see FCCL FY21 EPS to remain in range of Rs1.76/sh to Rs2.25/sh depending upon capacity Book Value Rs 14.6/sh
utilization and fluctuations in retention prices. However, governments development agenda will speed up

given initiation of work on roads, dams and housing. Also CPEC authority is getting active on existing FY19 DPSRs 1.5/sh

projects. We do not see any immediate risk to existing northern zone cement producers on issuance of NOCs

. . Faisal Shaji
tq cerfcaln new p_layers since such plant_s may not come_before FY26. Hence we do not see any supply glut Researchdesk@scstrade.com
situation. FCCL is also one of the suppliers to FWO projects. 111 111 721
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‘Research Analyst’ Certification: ‘Research Analyst’ involves in this ‘Research Report’ certifies that:
- ‘Research Analyst’ or any of his close relatives do not have a financial interest in the securities of the ‘Subject Company’ aggregating more than 1% of the value of the ‘Subject Company’

-Research Analyst or his close relative has neither served as a director/officer in the past 3 years nor received any compensation from the Subject Company in the previous 12 months
- His compensation will not be related to the recommendations or views given in Research Report

Distribution of ‘Research Report’

Standard Capital Securities (Pvt.) Ltd. will distribute Research Report to clients in a timely manner through electronic distribution vide email or through physical distribution such as courier express.
Standard Capital will make all efforts; even so it is possible that not all clients may receive Research Report at the same time given technical glitches or breakdown/slowdown of internet during the
process of sending emails.

‘Research Entity’ Disclosures

-Standard Capital Securities (Pvt.) Ltd. or any of its officers and directors does not have a significant financial interest (above 1% of the value of the securities) of the subject company.

-Standard Capital Securities (Pvt.) Ltd. employee including directors, officers or associates has not served the subject company in preceding 36 months.

-Subject Company is not been a client for Standard Capital Securities (Pvt.) Ltd. during the publication of Research Report

-Standard Capital Securities (Pvt.) Ltd. has not managed public offering, take over or buyback of securities for the Subject Company in the past 12 months neither receives any compensation from
the subject company for corporate advisory or underwriting services in the past 12 months.

-Standard Capital Securities (Pvt.) Ltd. hasn’t recently underwritten/or not in the process of underwriting the securities of an issuer mentioned herein. Standard Capital Securities (Pvt.) Ltd. hasn't
have provided/providing advisory services to the issuer mentioned herein.

Risk disclosures impeding target price
The Subject Company is exposed to market risks, such as changes in interest rates, exchange rates, changes in raw material prices. Subject company can also exposed to risk such as derivative
transaction or certain regulatory changes from government authorities.

Rating System
- Standard Capital Securities (Pvt.) Ltd. standardized recommendation structure i.e. positive, Hold and negative, based on rating system i.e.

- (Target Price, if any/Current Price - 1) > 10% Positive

- (Target Price, if any/Current Price - 1) < -10% Negative

- less than 10% (Target Price, if any/Current Price -1) Hold
- The time duration is the financial reporting period of Subject Company.

Valuation method

Following research techniques adopted to calculate target price/recommendation
Price to earnings & Price to Book, EV-EBITDA multiple

Discounted Cash flows or Dividend Discount Model or Enterprise Value



