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We have analyzed cement sector based on our customary
EV/ton in terms of US Dollars. There is a perception that a
Pakistani cement sector yield very low values compared to
regional countries viz. India & Iran. This may be due to lower

market capitalization as Pakistani cement sector comparatively GWLC

yield cheaper valuations in terms of US Dollars.

MLCF yield cheapest EV/ton of $27.6/ton among all players.
Among unheralded players there are companies viz. Dewan
Cement (DCL) & Islamabad based Fecto Cement (FECTC)
which yield mere $13.3/ton & $22.7/ton respectively and can also
be a ‘target companies’ in lieu of any acquisition or merger
stories — as a subjective debate if they ever materialize.

Among other high flying Pakistani largest cement producers,
Lucky Cement (LUCK) & Bestway Cement (BWCL) yield EV/ton
of $65.95 and $53.29 respectively, which could be considered
benchmark values. However, other local peers CHCC, DGKC and
THCCL yield in the range of $46-47.

It could be safely said that the existing plants yield lower EV/ton
as compared to any of the regional countries. Even if a new
entrant comes, then that plant would be erected at more than
$100/ton. This entails that a lower EV/ton signifies a lower or
cheaper market cap in terms of the US Dollar.

In Pakistan the company with highest annual capacity is LUCK
which is 15.3mn tons. The company which is currently yielding
lowest EV/ton is MLCF i.e. $27.6/ton.

Cement producers EV/ton tabulations

) EV/ton EV Annual EV/ton
Companies )
PKRmn  Capacity* PKR

MLCF 27.58 59,794 7,800,000 7,665.90

34.22 19,122 2,010,000 9,513.38
ACPL 37.93 45,359 4,302,150 10,543.29
POWER 37.96 35,570 3,370,500 10,553.37
PIOC 38.84 56,091 5,194,500 10,798.07
FCCL 3930 101,199 5,263,625 10,924.36
DGKC 46.10 86,122 6,720,000 12,815.82
THCCL 46.62 8,982 693,000 12,960.91
CHCC 47.47 59,860 4,536,000 13,196.60
BWCL 53.29 216,220 14,593,751 14,815.90
KOHC 63.56 85,075 4,814,800 17,665.45
LUCK 65.95 280,523 15,300,000 18,334.85
FLYNG 76.33 25,398 1,197,000 21,218.44
DCL 13.25 10,833 2,940,000  3,684.80
FECTC 22.66 6,301 1,000,000 6,300.79

Source: SCS Research
*Capacity data is taken from annual reports

Ahsan Muhammad Asif

info@scstrade.com

021-111-111-721




Standard Capital REP-033 | www.jamapuniji.pk
Securities (Pvt.) Ltd Cement | SCS RESEARCH

Disclaimer

‘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 |% 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 |2 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% Hold

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

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




