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1QFY22 earnings are estimated to decline 7%QoQ  

Next Cement Universe is likely to post profitability of PKR6.52bn as against PKR3.94bn in the corresponding 

period last year, a jump of 66%YoY. On sequential basis however, we expect 1QFY22 profitability to decrease 

by 7%QoQ marred by lower dispatches, higher costs in the wake of rising coal prices, which saw an increase 

of USD16/Ton to settle in at USD103/Ton (Lagged impact). Cement prices on the other hand have not risen in 

tandem to pass on the impact of higher coal prices. On an individual basis, FCCL and KOHAT will mark an 

increase of 15%/6% sequentially. Whereas, DGKC and MLCF are expected to decline significantly due to much 

higher reliance on coal for both fuel and power purpose. 

On yearly basis DGKC and CHCC will outshine the industry by posting an earnings growth of 3.13x courtesy 

higher dispatches and better retention. Whereas, DGKC is expected to report profitability of PKR 0.64bn (EPS: 

PKR 1.47/share) as compared to loss in the corresponding period last year. 

During 1QFY22, overall cement sales fell ~10%QoQ to ~8.4mn tons from 9.3mn tons in 4QFY21. Overall 

coverage companies utilization stood at ~80% compared with 87% in the same period last year. The decline 

in overall dispatches is due to extended holidays and delay in the start of the monsoon season in north.   We 

believe, cement sales are expected to continue its upward trend in the local front with CPEC activities, and 

housing and construction sectors being the primary contributors.  

Selling prices improving gradually 

During 1QFY22 average cement prices for northern region rose by 8%QoQ to ~PKR659/bag. Whereas, that of 

southern region are up by 10%QoQ to ~PKR698/bag. In addition to this, further increase in retention prices is 

expected during the ongoing quarter. 

Gross margins to decline sequentially 

Gross margins of companies under our coverage are estimated at 23% in 1QFY22 compared to 20% of 1QFY21. 

However, on sequential basis, these are estimated decline from 25%. The decrease in margins can be 

attributed to continuous increase in coal prices, but increase in cement prices should offset the impact to a 

larger extent. For 2QFY22, procurement cost of coal would be around USD150/ton, for this the manufacturers 

have recently increased cement prices by ~PKR30/bag during the ongoing quarter. 

Outlook 

Local cement demand is expected to remain upbeat and we have a long-term positive outlook on the sector. 

Local demand is expected to register a growth of ~8-10% in FY22. Higher remittances, liquidity in the 

agriculture sector, renewed interest in CPEC related and construction projects are all likely to keep cement 

demand higher. Apart from demand, pricing discipline is also anticipated to be maintained by the industry in 

an effort to sustain margins amid rising input costs. However, rising coal prices, expected increase in interest 

rates at a time when profitability is challenged by rising costs amid expansion, fluctuating FX and upward 

trending inflation and interest rates, will counter the positive impacts.

Key Points  

• We present earnings expectations for our Cement sector universe (LUCK, DGKC, CHCC, MLCF, KOHC and FCCL) for 1QFY22.  

• The combined profit of the sector is likely to clock in at PKR6.52bn as compared to PKR3.94bn in 1QFY21, registering an 
improvement of 66%YOY. 

• Sequential decline in earnings (7%QoQ) is mainly attributable to 10%QOQ decline in total volumetric dispatches, while 
local sales down by 8%QoQ, coupled with higher coal cost, which saw an increase of USD16/Ton to settle in at 
USD103/Ton (Lagged impact). 

• Sequentially, FCCL and KOHAT stand out with respect to %age growth of 15%/8%QoQ due to higher retention prices and 
domestic coal in their fuel mix. Whereas, CHCC’s profitability to decline inadequately by 1.5%QoQ due to reliance on 
cheaper local and Afghan coal for around 30% of its heating value. 

• Moving forward, we remain upbeat on the sector’s prospects as we believe construction activities in both public and 
private sectors to pick up pace in the coming months. After the recent hike in cement price, 2QFY22 margins would 
remain stable.  

Key Data   
Mkt. Cap. (USDmn) 3,147 
Mkt. Cap. (PKRbn) 544 
Index Weightage (KSE-100) 8.5% 
Number of Listed Companies 20 

Source: PSX, Next Research 

 

 

1QFY22 Estimates 
  1QFY22 1QFY21 YoY 4QFY21 QoQ 
LUCK 6.71  6.89  -3% 7.37  -9% 
LUCK* 13.65  13.45  1% 14.33  -5% 
DGKC 1.47 (0.80) n/a 1.99 -26% 
MLCF* 0.67  0.51 33% 0.89 -25% 
CHCC 4.98  1.59 3.1x 5.06 -1.5% 
FCCL 0.72  0.50  42% 0.62 15% 
KOHC 5.08  2.52  2.0x 4.81 6% 
*Consolidated 
Source: Company Accounts, Next Research 

 

 

1 Year Relative Performance 

 
Source: PSX, Next Research 
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Disclaimer 

This information and opinion contained in this report have been compiled by our research department from sources believed 

by it to be reliable and in good faith, but no representation or warranty, express or implied, is made as to their accuracy, 

completeness or correctness. All opinions and estimates contained in the document constitute the department’s judgment 

as of the date of this document and are subject to change without notice and are provided in good faith but without legal 

responsibility. 

 

This report is not, and should not be construed as, an offer to sell or a solicitation of an offer to buy any securities. Next 

Capital Limited (the company) or persons connected with it may from time to time have an investment banking or other 

relationship, including but not limited to, the participation or investment in commercial banking transactions (including loans) 

with some or all of the issuers mentioned therein, either for their own account or the ac- count of their customers. Persons 

connected with the company may provide or have provided corporate finance and other services to the issuer of the securities 

mentioned herein, including the issuance of options on securities mentioned herein or any related investment and may make 

a purchase and/or sale, or offer to make a purchase and/or sale of the securities or any related investment from time to time 

in the open market or otherwise, in each case either as principal or agent. 

 

This report may contain forward looking statements which are often but not always identified by the use of words such as 

“anticipate”, “believe”, “estimate”, “intend”, “plan”, “expect”, “forecast”, “predict” and “project” and  statements  that  an  

event  or  result  “may”,  “will”,  “can”,  “should”, “could” or “might” occur or be achieved and other similar expressions. Such 

forward looking statements are based on assumptions made and information currently available to us and are subject to 

certain risks and uncertainties that could cause the actual results to differ materially from those expressed in any forward 

looking statements. Readers are cautioned not to place undue relevance on these forward looking statements. NCEL expressly 

disclaims any obligation to update or revise any such forward looking statements to reflect new information, events or 

circumstances after the date of this publication or to reflect the occurrence of unanticipated events. 

 

Next Capital Limited, its respective affiliate companies, associates, directors and/or employees may have investments in 

securities or derivatives of securities of companies mentioned in this report, and may make investment decisions  that  are  

inconsistent  with  the  views  expressed  in  this  report. 

 

Rating System 

Next Capital Limited employs a three tier rating system depending upon sector’s proposed weight in the portfolio as 

compared to sectors weight in KSE-100 index, as follows: 

 

Rating Sector’s proposed weight in the portfolio 

Over Weight > Weight in KSE 100 index 

Market Weight = Weight in KSE 100 Index 

Under Weight < Weight in KSE 100 Index 

 

Next Capital Limited also employs a three tier rating system, depending upon expected total return (R) of the stock, as follows: 

 

 

 

 

 

 

Where; 

R = Expected Dividend Yield + Expected Capital Gain 

R’ is before tax 

Investment horizon is between six months to twelve months 

 

Ratings are updated regularly based on the latest developments in the economy/sector/company, changes in stock prices, 

and changes in analyst’s assumptions. 
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Sell R < 0% 
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