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FCCL yield PE of 3.6x after our earning raise in the model | 2QFY24 Forecast

We continue our coverage in Fauji Cement (FCCL). We expect FCCL to report a jump in

Scripts EV Capacity EV/Ton EV/Ton
2QFY24 earnings in the wake of increase in volume sales. FCCL could report 2QFY24 PKRmn M Ton PKR (S)
EPS of PKR 1.44/sh. Here we also take the opportunity to raise our annual EPS forecast FCCL 88,220 10,600,000 8323  29.1
from PKR 5.09/sh to PKR 5.51/sh. This tweak gives expected PE of 3.6x. This time we
have a mute expectation of a token interim cash dividend. FCCL is in limelight after its MLCF 66,720 8,190,000 8,147  28.8

intimation of completion of new plant at DG Khan location. Also FCCL yield EV/ton of Source: SCS Research, company books

$29.1/ton whereas MLCF yield EV/ton of $28.8/ton. We reiterate our ‘positive’ stance as

per our PE methodology.

Activities in construction...\We see construction activities have revived where there is 17.7% increase in domestic sales of cement
2QFY24. Simultaneously, cement price per 50 kg bag have surged because of freight costs and cost of transportation are also rising at
the pretext of axle load regime. So for this reason, cement manufacturers are passing costs to their consumers.

DG Khan plant...As intimated, D.G Khan project is completed in 2QFY24 and it has increased the production capacity of FCCL. So we
expected the production to rise by 12% in 2QFY24 as compared to 1QFY24.

Model tweaks...In the amortization schedule, we have considered finance cost to decrease which presents a positive outcome of

decreasing interest rate at escalating rate. In addition to that, we have considered the cost of coal with current exchange rate has

decreased in COGS. According to sensitivity analysis if cement dispatches increased by 12% and selling price per 50 kg bag is increased

by 5.5% then our model churn out EPS of PKR 1.44/sh in 2QFY24. Here we have raised our yearly earning forecast to PKR 5.51/sh after

tweaking model assumptions. This delineate exp PE multiple of 3.6x.
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PKR in '000' 1QFY24 2QFY24E
Revenue 20,313,087 24,001,944
COGS (13,991,877) (16,589,227)
Gross Profit 6,321,210 7,412,716
Expenses

Selling Expenses (703,673) (831,460)
Admin Expenses (356,836) (421,637)
Finance cost (1,130,107) (898,923)
Finance income 60,469 139,612
Other income 97,167 114,813
Other Expense (280,499) (331,438)
Total Expenses (2,313,479) (2,229,034)
Profit before tax 4,007,731 5,183,682
Tax (1,393,729) (1,646,830)
Profit after tax 2,614,002 3,536,852
EPS 1.07 1.44
Net Margins 12.8% 14.7%

Sensitivity Analysis for EPS (2QFY24)
% Change in Dispatches

o 10.5% 11.0% 11.5% 12.0% 12.5% 13.0% 13.5%
= 35% | 1.39 139 140 141 142 142 143
Wl 40% | 139 140 141 142 142 143 144
el 45% | 140 141 142 143 143 144 145
§ = 50% | 141 142 143 143 144 145 146
Pl 55% | 142 143 143 145 146 1.47
Wl 60% | 143 143 144 145 146 147 147
Il 6.5% | 143 144 145 146 147 147 148
9 7.0% | 144 145 146 147 147 148 1.49

75% | 145 146 147 148 148 149 150
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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
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