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Fatima Fertilizer Company Limited (FATIMA)- “BUY” AAS'I.%

ADAM SECURITIES LIMITED

e We initiate our detailed coverage on Fatima Fertilizer Limited (FATIMA), one of

Pakistan’s largest fertilizer manufacturer with a “Buy” rating and June 2025 |KATS Code FATMA

target price of Rs.70/share offering potential total return of 46%,. FATIMA is our |Bloomberg Code FATMA PA

preferred pick due to: (1) dominating the CAN and NP segment (2) combined [Market Price o2

growth in dispatches with 3-years CAGR of 15% (3) sustainable divided payout |/c"9et Price 70

(4) trading at atiractive P/E of 4.21x compared to industry. Market Cap Rs109.200n/USD391.85mn

Free float Market Cap Rs16.38bn/USDS8.78mn

> Pakistan has seen a significant increase in demand for NP and CAN products, |1-yr High/ Low Rs56.2/Rs26.1

In last there years NP and CAN products have experienced an average |Average Daily Volume  [788,585

annual growth rates of 18% and 9% respectively, while urea dispatches have |free Float 315.00 million (15%)

grown by 4% during the same period. Outstanding Shares 2,100.00 million

Source: PSX, ASL Research

» Fatima Fertilizer is only manufacturer of CAN and NP products in Pakistan. As
per CY23 data, company Fulfils more than 90% demand for NP and in CAN
segment, FATIMA fertilizer is only company to fulfil demand. 90%

FATIMA vs KSE-100 index

> In CY23, company sold combined total of 2.8mn ton of neutrinos, this is highest | ™"

ever sales volume for company. This was mainly due to revival of Agri sector | *™*

last year. 30%

10%

> We expect company to post EPS of Rs.16.68 in CY24 and Rs.21.62 in CY25. We | ...

also expect company earning to grow at 3-years (CY24-CY26) CAGR of 29%. Jul-23 Oct-23  Jan24  Apr24  Jul-24
=—=FATMA =——KSE-100
Source: PSX, ASL Research
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High margins on back of high fertilizer price & low cost. 43%

ADAM SECURITIES LIMITED

el a7 () Company’s Sdigabad plant runs operations on Mari network gas, which s Gross Margin = Net Margin

accounts for 51% of company’s total urea capacity. Due to unchanged prices | % - 41%
for Mari based network, company is receiving gas at cost of Rs.580/1,580 per 2: 3%

mmbtu for feed and fuel stock respectively. To recall, in Feb’'24, SNGPL and SSGC | .,
network witnessed hike in gas prices to Rs.1,597/MMBTU for feed and fuel stock. | 2%
While, Mari based network remain out of price hike, 0%

> Despite unchanged gas prices for Mari based network, manufactures raised urea | %
prices, including FATIMA. As a result, we withessed company's gross margin

improve to 40% in THCY24, compared to 34% in same period of last year. Cvis R0 Rl 22 023 OR4E ORSE
However, we believe that by end of this year Mari will revise gas prices upwards Source: Finencials 5% Reeearch
and willreach at unified level. mm Revenue (Rsbn) === PAT (R bn)

» Company’s Pak Arab Plant gets gas supply from Mari network based on PP-12 [*° -
policy, we expect that with increase in price this plant will remain out of gas hike [** 10
shock. With this, We anticipate that company gross margins will come to 36% in [*° 35
CY25E compared to 41% in CY24E, it is mainly due to revised gas prices. 0 2?

150 20

> In THCY24, company posted net margin of 13% compared fo 6% in same period |, 15
of last year. This was mainly due to improved gross margin and massive increase “ I I I 10
CY19 Y20 Y21 CY.

in other income. .

2 o3 CY24E  CY25E

Source: Financials, ASL Research

> With this, we believe that company will close CY24 with net margin of 14%.
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Offering atiractive payout amid growing earnings and better cash generation m

ADAM SECURITIES LIMITED
REP # 048 ili i
FAT]MA fer’nhzer performance has W|Tn§ss§q a su.bs’remol grow’rh on back of’ fo.vorob.le Key Ratios CY23 CY24E CY25E
fertilizer prices and improved gas availability. This has resulted in company’s financial
. . EPS 11.0 16.7 21.6
performance, where revenue and earnings have grown with 3-years CAGR of 49%
and 20% respectively. With this company 5 years average dividend payout ratio stand DPS 4.5 7.9 13.0
at 41%. And we expect company will confinue with this momentum and will close this BVPS o/ 69 83
year with payout ratio of 45%, resulting in attractive dividend yield of 11%. P/E 3.2 22 3.3
: . . . Gross margin 32% 1% 36%
» The company has also reduced its debt-to-asset ratio from 12% in CY22 to 4% in CY23. . d .
, , . S Operating Margin 24% 30% 26%
However, as of Jun'24, company’s debt-to asset ratio stands at 8%, which is still lower .
Net Margin 10% 14% 15%

than five years average of 12%. Increase in ratio was mainly due to short-term finance
secured to fulfill working capital requirements.

Source: Finacials, ASL Research

Company Investments Thesis 6.00

5.00 4.63 4.60

» To diversify its portfolio company is heavily investing in new avenues including mining

and minerals, real state, corporate farming and the financial sector. 4.00 - --z-- T T
> FATIMA fertilizer in collaboration with other fertilizer manufacturers will invest $300 |s3.00

million in Gas Pressure Enhancement Facility (GPEF) project at Mari network to ensure |,

availability of gas for domestic urea production.

1.00
» Risk to our assumption are climate change, hike in gas prices more than expectations
. . . , . 0.00
and Biotic disasters can affect the company’s earning ov1o ov20 oz
. . . . e ey . . PE - —AverageP/E
» With strengthening of company’s financials we initiate our target price Rs.70/share Source: Financial, ASL Rescarch
with upside return of 35% and Div. yield of 11%.
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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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