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Pakistan Cement 
Profitability to decline by 59% YoY in 
4QFY22 

Event 

 FSL cement universe profitability is expected to decline by 59/76% YoY/QoQ in 
4QFY22. We attribute decline in profitability to (1) imposition of 10% super tax in FY23 
budget on company’s taxable income earned during FY22, (2) 5/75% YoY decline in 
universe dispatches in domestic/exports market, (3) higher fuel/energy cost due to 
increase in international coal prices and (4) increase in finance cost given multiple policy 
rate hikes by SBP. To highlight, excluding the impact of super tax FSL cement universe 
profitability would have increased/decreased by 16/32% YoY/QoQ in 4QFY22. 

Impact 

 Revenue to increase despite decline in volumes: Higher retention prices in domestic 
market (up 59% YoY in 4QFY22) would allow universe revenue to increase by 33% YoY in 
4QFY22. Increase in revenue is limited as universe volumes declined by 18% YoY due to 
5/75% YoY decline in domestic/export dispatches in 4QFY22. Furthermore, among other 
heads (1) finance cost is expected to increase by 60% YoY in 4QFY22 due to higher interest 
rates and (2) universe effective tax rate will clock at 75.2% in 4QFY22 due to super tax. 

 Higher fuel/energy cost put margins under pressure: FSL universe gross margins are 
expected to decline by 2.9/2.3ppt YoY/QoQ to 20.3% in 4QFY22 due to avg 202% YoY 
increase in international coal prices amid rupee depreciation of 20.7% YoY in 4QFY22. 
Coal prices increased due to supply chain constraints amidst the Russia-Ukraine war and 
lower inventory levels in China/India. Furthermore, energy cost increased due to rise in 
alternate fuel cost (FO, Diesel and RLNG) and higher overhead cost due to inflation. 

 LUCK/FCCL/KOHC/CHCC gross margins are expected to remain above 20%: LUCK is 
expected to post EPS of Rs2.7 in 4QFY22 (down 64/84% YoY/QoQ). Decline in LUCK 
profitability is attributable to lower dispatches (14.5/14.4% YoY/QoQ) and higher 
effective tax rate. To highlight, we expect LUCK to resume dividend payout with Rs5.0/sh 
in 4QFY22. FCCL/KOHC/CHCC profitability is expected to decline by 29/39/69% YoY to 
0.4/2.9/1.6/sh in 4QFY22. Furthermore, FCCL/KOHC/CHCC dispatches are expected to 
decline by 16/8/13% YoY in 4QFY22. Apart from aforementioned factors, 36% YoY 
increase in finance cost due to higher debt of CHCC has further dented profitability. 

 DGKC/ACPL/PIOC margins to remain below average: We expect DGKC/ACPL/PIOC 
dispatches to decline by 28/46/5% YoY in 4QFY22, that would result in companies 
profitability of Rs0.5/0.1/0.9/sh. Significant decline in DGKC/ACPL profitability would be 
due to 89/95% YoY decline in exports in 4QFY22 on the back of higher international coal 
prices and non-availability of Afghan coal in the south region. To highlight, support to 
DGKC would come from dividend income of its portfolio companies. 

Outlook 

 Cement sector, near term profitability is expected to remain under pressure given 
sector’s inability to completely pass on the impact of rise in fuel cost and inflationary 
pressures due to slowdown in demand amid economic consolidation. Furthermore, 
demand from NPHP may decline in future due to restrictions imposed by SBP on new 
approvals and IMF conditions over subsidy. However, aforementioned factors are already 
incorporated in current market prices, thus we have positive stance on the sector with 
LUCK, FCCL, KOHC as our top picks. 
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FSL cement universe 4QFY22 earning preview (Rs mn)

Company 4QFY22 YoY QoQ FY22 YoY
KOHC 2.9          -39% -64% 26.0       49%
LUCK* 2.7          -64% -84% 37.7       -14%
CHCC 1.6          -69% -71% 19.2       17%
PIOC 0.9          -70% -58% 8.1         -7%
DGKC 0.5          -74% -84% 8.8         3%
FCCL 0.4          -29% -50% 3.4         35%
ACPL* 0.1          -94% -98% 8.6         8%

Dividend expectations (Rs/sh)
KOHC -    
LUCK 5.0     
CHCC 2.0     
PIOC -    
DGKC -    
FCCL -    
ACPL -    
Source: Company accounts, FSL Research, August 2022
*un-consolidated earnings

Cement sector and KSE-100 relative price performance

Source: Bloomberg, Foundation Research, August 2022
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Fig 1: 4QFY22E FSL Cement Universe key Financial Highlights (Rs mn)      

  4QFY22 4QFY21 YoY QoQ FY22 FY21 YoY 

Net Sales 78,626 59,036 33% 5% 288,400 224,646 28% 
Cost of Sales 62,667 45,314 38% 8% 222,767 170,099 31% 
Gross Profit 15,959 13,722 16% -6% 65,633 54,547 20% 
Administrative expenses 1,103 967 14% 3% 4,349 3,730 17% 
S&D expenses 1,851 2,152 -14% -26% 8,915 9,844 -9% 
Other operating charges 890 754 18% -10% 3,929 2,892 36% 
Other Income 2,133 1,488 43% -60% 12,351 9,331 32% 
EBIT 14,248 11,338 26% -20% 60,791 47,412 28% 
Financial charges 2,952 1,850 60% 29% 9,134 7,580 21% 
PBT  11,296 9,488 19% -27% 51,657 39,832 30% 
Taxation  8,495 2,595 227% 129% 18,991 8,790 116% 
PAT  2,801 6,892 -59% -76% 32,666 31,042 5% 

        
GP Margins 20.3% 23.2%   22.8% 24.3%  
EBIT Margins 18.1% 19.2%   21.1% 21.1%  
NP Margins 3.6% 11.7%   11.3% 13.8%  
Source: Company Accounts, Foundation Research, August 2022       

 

 

  

Source: Company acc, FSL Research, August 2022 

 Fig 02: FSL universe dispatches ↓ in Q’4 (mn tons) 

Source: Company acc, FSL Research, August 2022 

Fig 03: ...utilization also falls to 71% in Q’4 (mn tons) 
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 Fig 04: Profitability to ↓ due to super tax (Rs bn)… 

Source: Company acc, FSL Research, August 2022 

Fig 05: …and higher energy/fuel cost (Rs 000) 
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Source: PBS, FSL Research, August 2022 

 Fig 10: North prices exceed South region in rare move  

Source: Bloomberg, FSL Research, August 2022 

Fig 11: Coal prices stabilizing at higher rates 

(USD/ton) 

Source: Company acc, FSL Research, August 2022 

 Fig 06: ACPL to witness lowest margins among peers 

Source: Company acc, FSL Research, August 2022 

Fig 07: LUCK to dominate universe profitability cont  

Source: Company acc, FSL Research, August 2022 

 Fig 08: leverage to put DGKC/PIOC/CHCC profit lower 

Source: Company acc, FSL Research, August 2022 

Fig 09: ETR increased due to super tax imposition 

-20%

0%

20%

40%

60%

80%

100%

120%

Sep
-2

0

D
ec-2

0

M
ar-21

Ju
n

-2
1

Sep
-2

1

D
ec-2

1

M
ar-22

Ju
n

-2
2

ACPL CHCC DGKC FCCL KOHC LUCK PIOC

8.8%
8.3%

4.6%

3.4%

1.6%

0.5% 0.2%

0.0%

1.0%

2.0%

3.0%

4.0%

5.0%

6.0%

7.0%

8.0%

9.0%

10.0%

D
G

K
C

P
IO

C

C
H

C
C

A
C

P
L

K
O

H
C

LU
C

K

FC
C

L

Finance cost % of sales

0%

5%

10%

15%

20%

25%

30%

35%
LU

C
K

D
G

K
C

FC
C

L

K
O

H
C

A
C

P
L

C
H

C
C

P
IO

C

Gross Margins EBITDA margins PAT margins

97%

81%
77% 76% 76%

71%
68%

40%

50%

60%

70%

80%

90%

100%

110%

A
C

P
L

D
G

K
C

LU
C

K

C
H

C
C

P
IO

C

K
O

H
C

FC
C

L

Effective tax rate

0

200

400

600

800

1,000

1,200

1,400

1,600

1,800

2,000

 40

 90

 140

 190

 240

 290

 340

 390

 440

 490

Ju
n

-1
7

O
ct

-1
7

Fe
b

-1
8

Ju
n

-1
8

O
ct

-1
8

Fe
b

-1
9

Ju
n

-1
9

O
ct

-1
9

Fe
b

-2
0

Ju
n

-2
0

O
ct

-2
0

Fe
b

-2
1

Ju
n

-2
1

O
ct

-2
1

Fe
b

-2
2

Ju
n

-2
2

Future contract open position

Richard bay coal price (USD/ton)-LHS

 450

 550

 650

 750

 850

 950

 1,050

 1,150

A
p

r-
1

9

Ju
l-

1
9

O
ct

-1
9

Ja
n

-2
0

A
p

r-
2

0

Ju
l-

2
0

O
ct

-2
0

Ja
n

-2
1

A
p

r-
2

1

Ju
l-

2
1

O
ct

-2
1

Ja
n

-2
2

A
p

r-
2

2

Ju
l-

2
2

North (Rs/bag) South (Rs/bag)



Pakistan Cement August 4, 2022 

 

4 Foundation Securities (Pvt) Limited                                                                                                              

 

Abbreviations 

YoY  Year on Year  
MoM Month on Month 
FY Fiscal Year 
FO Furnace Oil 
Mn Million 
FOB Free On Board 
MRP Market Retail Price  
NAB National Accountability Bureau 
SBP State Bank of Pakistan 
NPHP Naya Pakistan Housing Program 
Cont Contribution 
ETR Effective tax rate 

 

Disclaimer: This report has been prepared by FSL. The information and opinions contained herein have been compiled or arrived at based upon information obtained 
from sources believed to be reliable and in good faith. Such information has not been independently verified and no guaranty, representation or warranty, express or 
implied is made as to its accuracy, completeness or correctness. All such information and opinions are subject to change without notice. This document is for information 
purposes only. Descriptions of any company or companies or their securities mentioned herein are not intended to be complete and this document is not, and should 
not be construed as, an offer, or solicitation of an offer, to buy or sell any securities or other financial instruments. FSL may, to the extent permissible by applicable law 
or regulation, use the above material, conclusions, research or analysis before such material is disseminated to its customers. Not all customers will receive the material 
at the same time. FSL, their respective directors, officers, representatives, employees, related persons may have a long or short position in any of the securities or other 
financial instruments mentioned or issuers 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, either as principal or agent. FSL may make markets in securities or other 
financial instruments described in this publication, in securities of issuers described herein or in securities underlying or related to such securities. FSL may have recently 
underwritten the securities of an issuer mentioned herein. This document may not be reproduced, distributed or published for any purposes. 

Research Dissemination Policy: Foundation Securities (Pvt.) Ltd. 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. 
 

Target price risk disclosures: Any inability to compete successfully in their markets may harm the business. This could be a result of many factors which may include 
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 will enter into transactions, including transactions in derivative instruments, to manage certain of these exposures. 
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Recommendations definitions 
If  
Expected return >+10%   Outperform. 
Expected return from -10% to +10%  Neutral.  
Expected return <-10%   Underperform. 
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