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Gharibwal Cement... Stalking Horse

We initiate our coverage on GWLC albeit affirmative stance on cement
sector and the upcoming brownfield expansion & unveiling of WHR plant
envisaged by the company.

Demand Stream...

The cement sector has operated on more than 90% capacity utilization in
the ongoing year to fulfill surge in local demand which is a result of
construction boom (Pakistani cement industry capacity is around 45mn
tpa wherein we see huge demand emanating locally).

Our stance on this sector remains affirmative considering the
developments under CPEC Project. We also expect the PSDP spending
to increase preceding general elections in the country (despite budgetary
constraints we expect incumbent government to lay out PKR 1 trillion
under PSDP in the wake of an election year). We also expect continuous
cement demand from private sector due to mega housing projects, malls
and other construction projects in metropolitan cities.

Expansion bandwagon and operational
savings...

In conformity with increase in local demand, GWLC has announced
brownfield expansion of 2.5mn tpa (current capacity: 2.1mn tpa), where
commercial commencement is expected in 2HFY19.

GWLC has been ideally using their internal source for power
requirements. They have both gas-based and FO-based power captive
power plants (combined 38 MW). Whilst they have minimal dependence
on national grid, they will bring online WHR plant as per company books.

The effect of GWLC 20MW WHR plant will come this year as per our
hunch. The waste heat recovery plant will result in savings in the
operational cost.

The start of downhill conveyor belt to result in a faster transportation of
limestone, significantly reducing dependence on trucks. The belt can
independently fuffill its energy requirements due to the belt process ability
to generate electricity.
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Ticker GWLC
Bloomberg GWLC PA
Price 55
52 weeks low 38.61
53 weeks high 70
Beta 1.06
Market Cap (PKR) 21.84bn

Source: SCS Research

Financial Snapshot

1HFY17
736,712

1HFY16
Cement Dispatch (ton) 710,426
PKR (mn)
Net Sales
Gross Profit 1,944
EBIDTA 1,999
PBT 1,526
PAT 1,112
EPS (PKR) 2.78
Gross Margin 35.16%
Net Margin 20.11%
GWLC books, SCS Research
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Valuation...Cheapest cement sector PE

We expect GWLC to post earnings of PKR 7.30/sh along with a dividend
of PKR 3/sh. GWLC yields FY17 PE of 7.9x and a dividend yield of
5.17%.
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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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