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LUCK-FY19 Result Preview: Weak Margins drag the profitability

* The board meeting of Lucky Cement (LUCK) is scheduled on Saturday 27th July 2019 to announce its financial result for FY19.

* We anticipate company to post unconsolidated PAT of Rs10.49bn (EPS: Rs32.44) in FY19E as against PAT of Rs12.12bn (EPS: Rs37.72) in FY18, depicting a decline of 14% YoY.
Along with the result, we expect company to announce a cash dividend of Rs 7/share.

* The top line of the company is expected to grow by 4.4% YoY to Rs49.6bn during FY19E against Rs47.54bn in the same period last year. The growth is expected due to higher
volumetric sales where major support is expected to come from an increase in exports mainly by the south plant.

* We expect company gross margins to go down by 29.4% YoY in FY19E against 35.7% in SPLY. The contraction is attributable to higher cost of production on the back of currency
depreciation of ~24% in FY19.

* We believe the distribution expense of the company to jump by 39.4% YoY FY19E. This is because of higher export dispatches.

* Additionally, other income to escalate by 18.1% in FY19E on account of income from deposits with an Islamic bank.

Outlook
We maintain a “BUY” recommendation at current trading levels with Dec’19 target price of Rs463/share, offering a capital gain of ¥~20% from the last close.

Income Statement (Rs in mn) 4QFY19E 4QFY18A YoY FY19E FY18 YoY
Net sales 12,103 11,871 2.0% 49,625 47,542 4.4%
Cost of sales -8,782 -8,011 9.6% -35,043 -30,589 14.6%
Gross Profit 3,322 3,860 -13.9% 14,582 16,952 -14.0%
Distribution expense -677 -644 5.2% -2,778 -1,992 39.4%
Administrative expense -328 -275 18.9% -1,209 -1,089 11.0%
Other operating expense -234 -361 -35.0% -1,110 -1,346 -17.5%
Other income 715 560 27.8% 3,064 2,595 18.1%
Profit before taxation 2,798 3,139 -10.9% 12,548 15,119 -17.0%
Taxation -602 -744 -19.1% -2,058 -2,922 -29.5%
Profit after taxation 2,196 2,395 -8.3% 10,490 12,197 -14.0%
EPS 6.79 7.41 32.44 37.72

DPS 7.00 8.00

Gross Margins 27.4% 32.5% 29.4% 35.7%

Source: Co.Financials, Darson Research
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Important disclosures

Notified Research Entity

This report has been prepared by Darson Securities (Pvt) Ltd. and is provided for information purposes only. Under no circumstances it is to be used or considered as an offer to
sell, or a solicitation of any offer to buy. This information has been compiled from sources we believe to be reliable, but we do not hold ourselves responsible for its
completeness or accuracy. All opinions and estimates expressed in this report constitute our present judgment only and are subject to change without notice. This report is
intended for persons having professional experience in matters relating to investments.

Research Dissemination Policy:
Darson Securities (Pvt.) Ltd. endeavors to make all rightful efforts to disseminate research to all eligible clients in a timely manner through either electronic or physical
distribution such as email, mail and/or fax. However, it is worth mentioning that, not all clients may receive the material at the same time.

Analyst Certification:

The research analyst(s), if any, denoted by AC on the cover of this report, who exclusively reports to the research department head, primarily involved in the preparation,
writing and publication of this report, certifies that the expressed views in this report are unbiased and independent opinions of the analyst(s). The observations presented also
accurately reflect the personal views of the analyst(s) based on the research about the subject companies/securities and in any case, no part of the compensation of the
analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this research report. It is also important to note that the
research analyst(s) 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 3years nor received any compensation from the subject company in
the past 12 months. The Research analyst or its close relatives have not traded in the subject security in the past 7 days and will not trade in next 5 days.

Financial Interest Disclosure:

Darson Securities (Pvt.) Ltd. or any of its officers and directors does not have a significant financial interest (above 1% of the value of the securities of the subject company).
Darson Securities (Pvt.) Ltd., 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 instruments 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.

Risk Associated with Target Price:

Any inability to compete successfully in their markets may harm the business. This could be a result of many factors which may include geographic mix and introduction of
improved products or service offerings by competitors. The results of operations may be materially affected by global economic conditions generally, including conditions in
financial markets. The company is exposed to market risks, such as changes in interest rates, foreign exchange rates and input prices.

Rating System:
If;

* Expected return >15% - Buy Call
* Expected Return is in between 0% to 15% - Neutral/Hold Call
* Expected Return <0% - Sell Call

Valuation Methodology
To arrive at our period end target prices, DSL uses
different valuation methodologies including:

¢ Discounted cash flow (DCF, DDM)

o Justified price to book (JPB)

 Relative Valuation (P/E, P/B, P/S etc.)

® Equity & Asset return based methodologies (EVA, Residual Income etc.)
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Contact Details

Research Department

research@darsononline.com
Tel: +(92-21) 32471086-87

Karachi Office:

Room # 808, Business & Finance Centre,
I.I. Chundrigar Road, Karachi

UAN: 92-21 111 900 400

Fax: 92-21 32471088

Lahore Office:

102, 1st Floor, Lahore Stock Exchange,
Aiwan-e-Igbal Road, Lahore

Tel: 92-42 36366655,36317111

Fax: 92-42 36314293
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Website: www.darsononline.com
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