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Earning Review
PIOC: 2QFY23 EPS clocked in at Rs5.17, up 77% YoY

Event

= Pioneer Cement Limited (PIOC PA) profitability clocked in at Rs1.2bn (EPS Rs5.17, up 77/101% YoY/QoQ) in
2QFY23 as compared to profit of Rs663mn (EPS Rs2.92) in 2QFY22. This takes 1HFY23 profitability to Rs1.8bn
(EPS Rs7.75, up 54% YoY) as compared to profit of Rs1.1bn (EPS Rs5.03) in 1HFY22.

Impact

= We attribute increase in company profitability to (1) better retention prices in domestic market due to multiple
price hikes, (2) increased reliance on Afghan/domestic coal for fuel purpose and (3) lower effective tax rate.

= PIOC revenue increased by 20/24% YoY/QoQ in 2QFY23 due to increase in cement retention prices.

= Moreover, PIOC gross margins increased by 6.6/4.3ppt YoY/QoQ in 2QFY23 due to (1) better retention prices and
(2) procurement of Afghan/domestic coal at competitive prices.

= Furthermore, PIOC finance cost increased by 44% YoY in 2QFY23 due to increase in interest rates, in our view.
= Among other major heads admin cost increased by 46/15% YoY/QoQ in 2QFY23.

= Company’s other operating expense increased by 123/181% YoY/QoQ in 2QFY23 due to higher provision for
WPPF/WWEF, in our view.

= |n addition, company effective tax rate clocked in at 31.0% in 2QFY23 as compared to 36.8% in 2QFY22.
Outlook

= Company profitability growth is expected to remain muted given (1) slowdown in demand due to economic
slowdown, (2) uncertainty over pricing discipline as more expansions are about to come online, (3) decline in
market share given lower capacity based market share and (4) higher finance cost due to increase in interest
rates.

= However, aforementioned factors are already incorporated in current market price thus we have an Outperform
stance on the scrip as company would benefit from increased reliance on Afghan/domestic coal for fuel purposes.
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Earning Review

Fig 01: PIOC 2QFY23 Earnings Preview (Rs mn)

2QFY23 2QFY22 YoY QoQ 1HFY23 1HFY22 YoY
Sales - net 10,325 8,614 20% 24% 18,646 14,811 26%
COGS 7,513 6,837 10% 17% 13,925 11,572 20%
Gross profit 2,811 1,777 58% 47% 4,721 3,240 46%
Distribution Expenses 33 32 0% 12% 62 60 2%
Admin Expenses 43 29 46% 15% 80 65 22%
Other operating expenses 185 83 123% 181% 250 172 46%
Other operating income 6 9 -30% -44% 17 19 -9%
EBIT 2,557 1,642 56% 43% 4,346 2,961 47%
Financial Charges 853 593 44% -7% 1,768 1,173 51%
PBT 1,704 1,049 62% 95% 2,579 1,788 44%
Taxation 529 386 37% 83% 817 645 27%
PAT 1,175 663 77% 101% 1,761 1,143 54%
EPS@227.15mn sh 5.17 2.92 7.75 5.03
GP margins 27.2% 20.6% 25.3% 21.9%
EBIT margins 24.8% 19.1% 23.3% 20.0%
NP margins 11.4% 7.7% 9.4% 7.7%
Effective tax rate 31.0% 36.8% 31.7% 36.1%

Source: PSX, Company Accounts, Foundation Research, February 2023
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