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SAZEW: Earning surges by c¢.15%QoQ during 4QFY24 A‘“‘%

ADAM SECURITIES LIMITED

REP # 048 » Sazgar Engineering Works Limited (SAZEW) has announced its financial

Rs.mn 4QFY24 QoQ YoY FY24 YoY

result for the year FY24. We have noticed SAZEW has posted an EPS of [sqes 23058 150% 313.1%  57.642 217.9%
Rs.57.69/sh. during 4QFY24, robustly rising by ¢.15%QoQ, mainly on the |cross Profit 6,718 15.6% 433.9% 15646 513.7%
notable rise in revenue of the company which significantly surged [financial Charges 68 1283%  96.2% 169 0.7%
during 4QFY24 by c.15%QoQ. The rise in revenue of SAZEW was mainly [Otherincome 481 1921%  36.60 832  26.38
the resultant effect of higher sales volume of c¢.3.2%QoQ during [EBT 5777 157%  696.9% 13,116 785.3%
4QFY24 compared to 3QFY24. This notable rise in revenue has [PAT 3487 149% 639.9%  7.936 697.5%
enhanced Gross Profit during 4QFY24 by c.16%QoQ, regardless of = _ 37.69 199% 839.9% 131.29 697.6%
higher COGS that drastically increased by ¢.15%QoQ, mainly on the Gros"sm'g'"s‘% T T
increased production activity, where the company was mainly noticed |\ 151%  00%  67% 13.8%  83%
marking average occupancy of ¢.90% during FY24. Source: Financials, ASL Research

> During 4QFY24, SAZEW has recorded robust rise in profitability of | 115% 100.0%
C.6.4XYOY to Rs.3.49bn mainly on the 4.4xYoY rise in gross profit, in the | ;1% 90.0%
wake of ¢.313%Y0Y rise in revenues to Rs.20.06bn during 4QFY24 from 105% gg:g;‘:
4QFY23 revenue levels of Rs.5.6bn. This notable rise in revenue was 60.0%
mainly the effect of c.262%YoY rise in sales volume from 1,986 units | 1%% ig-g‘;’j

recorded during 4QFY23. I is also to note that SAZEW other expenses | 95% 30.0%
have drastically increased by ¢.23%/c.840% QoQ/YoY during 4QFY24. 90% - 200%

> SAZEW has posted a remarkable rise in EPS of Rs.6.99xYoY during FY24, SRS IIRSf8ffsss888888
recording at Rs.131.3/sh. Even other expenses has drastically increased PSS aeNSgersagIg]
o . . e e e e -~ 0 B e TR - L Y
by c.8.8xYoY during FY24 to Rs.1.0bn, the operating margins robustly FrAAeSs T ST aTITRNSa
surged by c.14.6pptsYoY mainly on higher Gross Profit of 5.14xYoY —SAZEW  ——KSE100 Correlation & astrescoc
during FY24 compared to FY23 gross profit of Rs.2.55bn.
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Further, the rise in operating margins has also been the reason of re—E——— =

higher Other Income which has notably surged during FY24 1O |gross margins 14.0%  27.1%  14.2%  20.2%
Rs.832mn, robustly rising by c¢.26.4xYoY when compared to FY23. This |Net Margins 5.5% 13.8% 7.2% 11.5%
has mainly recorded on the higher Cash & Equivalents of Rs.7.98bn |Bvps 4823 108.60 17424  311.70
recorded during 9MFY24, which was mainly invested in TDRs and [ROA 12.9%  32.1%  30.4%  55.5%
Islamic Certificates as of 9MFY24 financial report. EPS 16.46  131.29  164.24  301.70
> Regardless of rise in COGS by ¢.169%YoY, Gross Margins robustly surged [ROE 341% 1209%  94.3%  96.8%
by c.13.1pptsYoY during FY24 mainly on the enhanced revenue of P/E (x) 3.07 7.48 2.28 3:25

Source: ASL Research

c.217%YoY, on account of remarkable rise in sales volume of c.81%YoY
to 20,377 units during FY24 when comparing the FY23 volume of 11,243
units. It is also to note here that Gross Margins have also notably
improved during 4QFY24, in the wake of stability in Currency Parity of
PKR against CNY and USD respectively reviving by c¢.4.4% and c¢.2.3%
during 4QFY24 compared to 4QFY23.

» Going forward, we believe the profitability of SAZEW to rise on 3-Years
CAGR of ¢.32% to Rs.301.7/sh. mainly on the likely rise in revenues of
the company during 3-Years by ¢.40%. The rise in revenue will likely be
noticed on the recovering demand for Automobile, in the wake of
monetary easing scenario which will likely increase chances of higher
sales volume. However, the entrance of many other EVs and HEVs in
the years ahead, will likely be the hindrance for the company in
achieving new revenue targets. We recommend TP of Rs.1,424/sh. for

FY25, based on P/Ef of 5.98x compared to current P/E 7.48x. 3
© Copyright 2022, Adam Securities Limited | All rights reserved E \ama
AdamSecurities company/adamsecurities '‘AdamSecurities Room# B06-814, 8th Floor, infoRadamsecuritieacom pk o R = e’ A
n / a m / P y/ i , / = g r.v'Laxr‘ L‘:«rﬂar Stock ':;:m'v;_;e Building, o ;L:dr'r-;_«;lim esTJ;S;_'__i '_T-:-Luar'. 0 9221 ‘“l;:;}-""%":"‘“ ~‘-‘LJ'J'-“F“‘JJ‘?9—-
@ fsm.adamsecurities u Adam Securities Limited @ /adamsecurities Stock Exchange Road, Karachi smadamsecurities@gmail.com AT AENEEY www.jamapunji.pk



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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