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Amreli Steel... Expansion play!

We reinitiate our coverage on Amreli Steel (ASTL). Our zeal for the coverage is
the upcoming expansion in the production capacity in order to meet the
upcoming demand following the rise in the construction activity in the country.
ASTL expects the expansion of its melting capacity in the coming September
2017 by 75% to 350k tons and rolling capacity to 480k tons at its Dhabeji site.

ASTL deciphers CY18PE of 10x. Our estimated enterprise value for ASTL is
Rs90/sh (at the premise of enterprise value of Rs27bn).

Government Intervention...

The government has revised up regulatory duty on import of iron and steel
finished products by 15% in a bid to protect the local industry.

Further, the anti-dumping duty by NTC will help local companies expand their
market share and increase profitability. Chinese imported billets will become
considerably more expensive.

We see imposition of the duty on the import of re-bars would benefit ASTL with
finer margins and provide a boost to profitability.

Big Bigger Biggest....

We expect steel demand in the local market to grow amid surge in economic
activity and CPEC projects. We believe ASTL'’s expansion will help in
capitalizing on increasing demand in the country.

The new re-rolling plant is being set up at Dhabeji with an estimated annual
capacity of 480k tonnes, thus cementing the company’s position as the country’s
largest producer of steel re-bars and billets even though some other Lahore
based players will catch up the capacity play in coming years.

The expansion would allow ASTL to meet growing demand hence enjoying cost
savings giving rise to better margins.

Paying it off....

Moreover, the expansion plan of the company accounted for 3.4bn, was
financed fully through IPO which raised around 3.8bn with the excess money
used to retire outstanding debt wherein decrease in benchmark interest rates
helped in reduced financial charges, as per our estimation.

We anticipate ASTL to maintain a deleveraged balance sheet going forward
further ameliorating the debt/equity ratio and soothing the impact of finance cost
in the coming years
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ASTL @83.20

52 Week Low 42.65

52 Week High 98.40

Total no. of shares 297.01mn
Market Capitalization Rs 25 bn
Beta 1.08

Annual EPS FY16 4.31
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We see scrap prices to stabilize and 2Q
financials would be hearty;

Our post expansion EPS forecast for
ASTL is Rs8.5/sh during FY18;

We see ASTL as an investment case
based on re-bar demand emanating from
retail side.

Assim Valli (ACCA affiliate)
+92 111 111 721 Ext 123
+35290460
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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. 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. Standard Capital Securities (Pvt.) Ltd. may have recently
underwritten/or in the process of underwriting the securities of an issuer mentioned herein. Standard Capital Securities (Pvt.) Ltd. may also have
provided/providing advisory services to the issuer mentioned herein.

Rating System

- Standard Capital Securities (Pvt.) Ltd. standardized recommendation structure i.e. Buy/positive, Hold/neutral and Sell/negative, based on
Target, if any or vide various valuation methods.

- For the determination of target price, Analyst shall use Price to earnings, price to book, Discounted cash flows etc. as valuation method;
buy above 10% target price — sell above target price

- The time duration is the financial reporting period of Subject Company.
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