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Earning Review
DGKC: 3QFY22 EPS clocked in at Rs3.29, down 30% YoY

Event

= D.G. Khan Cement Company Limited (DGKC PA) profitability clocked in at Rs1,442mn (EPS Rs3.29, down/up
30/14% YoY/QoQ) in 3QFY22 as compared to profit of Rs2,048mn in 3QFY21. This takes 9MFY22 profitability to
Rs3,619mn (EPS of Rs8.26, up 27% YoY) as compared to profit of Rs2,848mn (EPS of Rs6.50) in 9MFY21.

Impact

=  We attribute increase in DGKC profitability to (1) better retention prices in north/south region due to multiple
price hikes by the company in order to pass on the impact of higher fuel/energy cost and (2) decline in other
operating expenses.

= DGKC sales increased by 46% YoY in 3QFY22 due to better retention prices as dispatches declined by 1% YoY to
~1.66mn tons in 3QFY22.

= Furthermore, DGKC gross margins declined by 4.2ppt YoY to 18.6% in 3QFY22 due to higher fuel/energy cost
given increase in international coal prices, in our view.

=  Company finance cost increased by 32/14% YoY/QoQ in 3QFY22 due to higher interest rates.
=  Among other major heads admin/distribution cost increased by 17/25% YoY in 3QFY22.

= Furthermore, DGKC other income declined by 60/11% YoY/QoQ in 3QFY22 due to lower dividend income from
portfolio companies.

= To highlight, DGKC’s effective tax rate clocked in at 26.3% (up 3.4/1.7ppt YoY/QoQ) in 3QFY22.
Outlook

= We have Outperform stance on the scrip with Dec-22 target price of Rs130.0/sh. Furthermore, near term
profitability of the company is expected to remain under pressure given sector’s inability to completely pass on
the impact of rise in fuel/power and other overhead costs amid decline in demand growth.

= However, company would benefit from (1) strong profitability of portfolio companies and (2) continuous
increase in consumer housing finance.
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Fig 01: DGKC 3QFY22 Financial Highlights (Rs mn)

3QFY22 3QFY21 YoY QoQ 9MFY22 9MFY21 YoY
Net Sales 15,862 10,885 46% -3% 43,297 32,748 32%
Cost of sales 12,913 8,404 54% -5% 35,490 26,854 32%
Gross Profit 2,949 2,481 19% 7% 7,807 5,894 32%
Admin Expenses 184 158 17% 1% 552 468 18%
Selling and Distribution Expenses 507 407 25% -27% 1,518 1,399 9%
Other operating expenses 52 242 -78% -64% 424 259 64%
Other operating income 667 1,676 -60% -11% 1,960 2,029 -3%
EBIT 2,873 3,350 -14%  16% 7,272 5,798 25%
Financial Charges 916 695 32%  14% 2,454 2,224 10%
Profit before taxation 1,958 2,656 -26% 16% 4,818 3,574 35%
Taxation 516 608 -15% 25% 1,199 726 65%
Profit after Tax 1,442 2,048 -30%  14% 3,619 2,848 27%
EPS 3.29 4.67 -30% 14% 8.26 6.50 27%
Gross margins 18.6% 22.8% 18.0% 18.0%
EBIT Margin 18.1% 30.8% 16.8% 17.7%
Net margins 9.1% 18.8% 8.4% 8.7%
Effective tax rate 26.3% 22.9% 24.9% 20.3%

Source: Company accounts, Foundation Research, April 2022
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