
REP # 048

ASL cement universe Posted growth of 69% YoY

Date: 30th Sep’24

Adarsh Kumar
Email: Adarsh.kumar@adamsecurities.com.pk
Tel: +92-21-32440519 EXT: 117



REP # 048 ➢ In FY24, Pakistan cement dispatches posted growth of 2%, mainly due to exports. In 
said period, exports dispatches up by 56% YoY. Whereas, local demand for 
cement witnessed decline of 5% YoY. 

➢ The elevated borrowing cost has led to decline in construction activities thus 
leading to reduced local demand for dispatches. Double-digit policy rate  since 
Aprl’22 has deterred both private and public sector investment. This has 
compounded by the Govt’s reduced spending of PSDP. To control the budget 
deficit due to elevated borrowing cost, the govt has been forced to reduce 
spending. This has resulted in sustained decline in consumption over the past there 
years. 

➢ In FY24, industry’s gross margin (includes 11 companies) increased by 295bps to 
29%, compared to 26% in same period of last year. This was mainly due to largely 
stable international coal prices, shift from international coal to local coal and 
Afghan coal and diversification in power generation sources. 

Future Outlook   
➢ In 2MFY25, local and export sales have declined by 21% and 1% compared to 

SPLY. respectively. We expect that in FY25, local sales to remain flat compared to 
same period to last year. This is amid expectations of elevated construction cost, 
high cement price, measures of tax enforcement on property movement and to 
reduce spendings as of IMF demand, government is likely to less spend on PSDP 
projects. However, declining steel price and construction scheme of Punjab govt 
(Apni Chhat, Apna Ghar) may provide some support to local demand. 

➢ Overall gross margin of industry will improve mainly due to stable coal prices in 
FY25 and shifting from costly energy sources to solar and local coal. 

Cement sector gross margin improved to 29% in FY24



REP # 048 ➢ In FY24, ASL universal stocks, (DGKC, MLCF, FCCL) collectively reported a net 
profit of Rs.14bn, which represents a substantial increase of 69% YoY, compared 

to the Rs.8bn earned in FY23. The significant increase in earnings can be 
primarily attributed to the reversal of loss of Rs.3.64bn incurred by DGKC in FY23. 
When excluding the impact of DGKC’s earnings, net income witnessed growth 
of 13%. Topline, posted growth of 9% YoY on back of high retention prices. 

➢ In FY24, gross profit increased by 223bps to 27%, compared to 25%  but it is till 
lower than industry average of (including 11listed companies) of 29%. 

➢ During the period, profit margin of ASL universe stocks improved to 7%, when 

compared to 4% in FY23. Increase in margins was driven by high cement prices, 
stable coal price, shift from costly source of energy and increase in other 
income of 34% YoY, resulted in improved margins. In FY24, operating cost 
increased by 34% YoY, due to implementation of axile load restriction, while 
financial cost increased by 38% YoY basis, due to high borrowing rate. 

Future Outlook 
➢ We maintain our buy stance ASL universe picks, including DGKC, FCCL & MLCF, 

with Jun’25 target price of Rs.113, Rs.31.8 7 Rs.56.45, respectively.  
➢ MLCF, DGKC and FCCL are trading at attractive forward P/E of 4.1x 6.8x and 

5.6x, compared to industry P/E of 8.77x, respectively. 
➢ We expects earnings of these companies will improve on back of reduction in 

policy rate, stable coal prices, increase in export dispatches and cost saving 
measures. 

ASL cement universe stocks are trading at attractive P/E

ASL Universe

Rs mn FY22 FY23 FY24 YoY

Sales 160,807   195,128   212,517   9%

Cost of sales 123,704   146,981   155,344   6%

Gross Margin 37,103     48,148     57,173     19%

Operating cost 6,794       11,916     15,941     34%

Other income 3,747       3,830       5,131       34%

Financial cost 6,514       12,611     17,376     38%

Profit before taxation 24,730     25,301     27,080     7%

PAT 13,710     8,295       14,038     69%

Source: Financials, ASL Research
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