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Sales Volume: Cars’ sales surging ¢.138%YoY during Jun'24 A‘“‘%

ADAM SECURITIES LIMITED

REP # 048 » Pakistan Auto Manufacturers Association (PAMA) has announced automobile industry number for the month of Jun’24.

Despite all the hurdles during FY24, with increased interest rates till Jun'24, the Auto Industry sales volume has
remarkably recovered during 2HFY24, robustly rising by ¢.12.4%YoY to 694K units, on the belated step taken by the SBP
of reducing Interest Rates to 20.5% from 22.0%. We have noticed, all the OEMs have marked rise in sales volume by
c.54%YoY during 2HFY24, contrary to the earlier projections of estimated decline in sales units of OEMs by 50%-60%. It is
to note here that, Cars’ sales have been the striking segment that marked remarkable rise of ¢.19%/c.138% MoM/YoY
during Jun'24, regardless of notable decline in FY24 by c.16%YoY to 82K units.

» Amongst the leading OEMs, we have noficed, HCAR, SAZEW, and PSMC have been marked as the flagship car
manufacturers in Pakistan that marked robust rise in sales units of ¢.257YoY, ¢.228%YoY, and c.129%YoY during Jun'24.
However, during FY24, SAZEW and GHNI have been the marked manufacturer that recorded YoY rise in sales units by
c.81%YoY and c.31%YoY during FY24 to 21K units and 726 units respectively when comparing the FY23.

> It is fo note here that most of the OEMs (1c.122%YoY) have marked rise in YOY sales units during Jun'24 mainly on the
Budget implication where the Masses have booked their vehicles prior to the Budget FY25 Advance Tax
implementations. Going forward, with the Advance Tax to be implemented, the sales units are expected to decline in
the year FY25. However, with the relaxation approved for the local HEV and Hybrid vehicles, we believe the Crolla
Cross and HAVAL to mark rising tfrend in the sales units, keeping their gross margins in consideration.

OEMs Sales May'24 Jun'24 MoM Jun'23 YoY FY23 FY24 YoY

PSMC 6,010 6,885 14.6% 3,009 128.8% 65,377 54,428  -16.7%

HCAR 1,187 1,095 -7.8% 307 256.7% 16,879 13,214 -21.7%

INDU 2,047 2,957  44.5% 1,846 60.2% 31,104 20,770  -33.2%

SAZEW 2,742 2,689 -1.9% 820 227 .9% 11,243 20,377 81.2%

GHNI - D-Max 88 76 -13.6% 62 22.6% 556 726 30.6%

Hyundai 469 803 71.2% 478 68.0% 8,343 5,549 -33.5%

TOTAL 12,543 14,505 15.6% 6,522 122.4% 133,502 115,064 -13.8%

Source: PAMA, ASL Research
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SAZEW: Production Mix enhancing earnings by ¢.43% on 3-Yrs. CAGR AA!'I.%

ADAM SECURITIES LIMITED

REP # 048 > It has been witnessed that Sazgar Engineering Works Limited (SAZEW) prumyyms

marked remarkable growth in earnings during 9MFY24. We have |gross Margins 14.0%  27.1%  19.5%
noticed, the rise in EPS was astonishing which marked a robust rise of |Net Margins 55% 13.7%  9.6%
7.5xYoY mainly on the significant rise in gross margins which was |sves 48.23 108.60 228.05
noticed at c.26% during 9MFY24, rising robustly by c.15.6ppts when |ROA 12.9%  29.9%  40.4%
comparing the 9MFY23. The phenomena of this remarkable rise was |EPS 16.46  122.46  218.05
noticed as the company has launched its HAVAL segment where the [ROE 34.1% 112.8%  95.6%
vehicles were within the range of Rs.8.03mn-Rs.11.89mn for different P/E () 300 402 22

Source: ASL Research

variants. Prior to the launch of HAVAL, the average price of SAZEW
sales units were recorded at 8-Years average of Rs.0.19mn where the
company has earned from 3-Wheelers and Tractor Rims sales.

» The revolution of launching HAVAL with HEV technology, the | 1000 9.44 140,000
company has been on the road to earn remarkable rise in earnings | 900 140,000
during next 3 Years by c¢.43% to Rs.354/sh. from FY24 expected EPS. ggg 120,000
We believe the benefit of Budget FY25 along with the implications | 4.0 100,000
and Auto Policy 21-26, SAZEW may likely be granted merits of being | 5.00 80,000
one of the OEMs amongst the Giants in the industry. We believe, prior :gg 60,000
to the launch BYD, Crolla Cross has been noticed as the competitorin | 40,000
the local manufacturer of HEV in Pakistan which sells within Rs.8.3mn- | 1.00 .14 015 0.15 0.15 0.17 0.18 0.21 0.25-#: 20,000
Rs.9.9mn range HEV top of the line vehicle. T e N e e T T T4 .
» On the Investment purpose, we recommend BUY on SAZEW with TP of il B A
Rs.1,424/sh. for FY25 with forward P/E of 6.5x CompOred to historical . SP/Unit Rsmn Revenues (Rsmn)-RHS
. Source: Financials, ASL Research
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Analyst Certfification & Disclosures AL

ADAM SECURITIES LIMITED

The research analyst(s) primarily involved in the preparation of this report, certifies that (1) the views expressed in this report accurately reflect his/her personal views about all of the subject
companies/securities and (2) no part of his/her compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in this report. Furthermore, it is stated that
the research analyst or any of its close relatives do not have a financial interest in the securities of the subject company aggregating more than 1% of the value of the company. Additionally, the
research analyst or its close relative have neither served as a director/officer in the past 3 years nor received any compensation from the subject company in the past 12 months.

Price Methodology:
To arrive atf our period end Target Price, Adam Securities Limited uses different valuation methods which include:
1) Discounted Cash flow method  2) SOTP method  3) Justified Price to Book Value method and  4) FCFE or FCFF method.

Company Specific Disclosures:

Adam Securities Limited may, to the extent permissible by applicable law or regulation, use the above material, conclusions, research or analysis in which they are based before the material is
disseminated to their customers. Adam Securities Limited, their respective directors, officers, representatives, employees and/or related persons may have a long or short position in any of the securities or
other financial insfruments 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. Adam Securities Limited 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.

Research Dissemination Policy:
Adam Securities Limited 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.

Disclaimer:

Adam Securities Limited has produced this report for private circulation only. The information and stafistical data herein have been obtained from reliable sources to our knowledge where such
information has not been independently verified and we make no representation or warranty as fo its accuracy, completeness or correction. This report makes use of forward-looking statements that are
based on assumptions made and information currently available to us and those are subject to certain risks and uncertainties that could cause the actual results to differ. This report is not a solicitation or
any offer to buy or sell any of the securities mentioned herein. It is meant for information purposes only and does not take into account the particular investment objectives, financial situation or needs of
individual recipients. Neither Adam Securities Limited nor any of its affiliates or any other person connected with the company accepts any liability whatsoever for any direct or consequential loss arising
from any use of this report or the information contained herein.

Rating System:

Adam Securities Limited employs a 3-tier rating mechanism i.e. Buy, Hold and Sell, which is based upon the level of expected return for a specific stock. Time horizon is usually the annual financial
reporting period of the company. If total expected return exceeds or equals to 15.0%, a Buy rating is issued. If total expected return falls or equals to 10.0%, a sell rating is issued. If refurn is in between the
two ranges, hold rating is assigned. Aforementioned ratings are subject to change on the basis of change in stock price, change in analyst’s estimates, change in assessment of company’s business risk

or a combination of these factors. .
Stance Ciriterion

Buy >15.0%

<10.0%
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