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MORNING BRIEFING
LUCK: FYO9 EPS of Rs14.2, up 72%/'Buy’ maintained KSE100 Index: Closing 7834.69 t (+38.47)

JS

Lucky Cement (LUCK) announced its full year FY09
result yesterday. The company posted earnings of
Rs4.6bn (EPS Rs14.2) for FY09 as against profits of
Rs2.7bn (diluted EPS Rs8.3) in FY08, a massive
jump of 72%YoY. Higher export dispatches along
with superior local retention prices soared up
revenues by 55% which in turn drove profits up for
the company.
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Along with the result, the company announced an impressive
Rs4.0/share (40%) final cash dividend. Trading at an FY10F
P/E of 5.4x, we reiterate our liking for LUCK at current levels.

Export sales and local prices drive up sales by 55%
Lucky cement posted record net sales of Rs26.3bn versus
Rs17bn in FY09, a tremendous jump of 55%. Robust export
sales and higher local retention prices were key drivers
behind record revenues. Hearty export growth of 29% along
with rupee depreciation of 20% helped exports sales to jump
to Rs15.9bn (60% of total sales), up 72%YoY. Moreover,
higher local retention prices (up 46%YoY) more than
compensated for declining local dispatches (down 14%Y0oY)
as revenues at the local front rose to Rs10.6bn, up 38%YoY.
Resultantly, with a capacity utilization of 90%, total dispatches
witnessed a growth of 6.3% to 5.9mn tons during the period.
Consequently, Lucky Cement increased its market share to
19.2% from 18.4% in FY08 with export’s contribution to its
sales composition rising to 58%.

Cost pressures during the year check down profits
Cost of goods sold (COGS)/ton in FY09 rose by 26% amid
inflated raw material prices and energy costs resulting in
COGS rising by 31%. However, with revenue growth
outpacing cost, gross profit of LUCK rose by 125%YoY to
Rs9.8bn while gross margins increased by 1,063bps to 37%.
That said surge in distribution and finance cost toned down
the impact of impressive revenue growth on the bottomline.
Distribution costs for the period rose by 110% at the back of
higher freight cost on exports amid increased oil prices.
Moreover, finance cost rose by 876% to Rs1.2bn due to high

interest rate scenario and losses on cross currency swaps in
the first quarter.

4QFYO09: Blessed qtr. for cement manufacturers

In 4th quarter alone, Lucky posted profit of Rs1.5bn (EPS
Rs4.7) versus earnings of Rs663mn (diluted EPS Rs2.1), up
130%YoY. This quarter saw cement manufacturers reap the
benefits of high local retention prices along with lower coal
prices and strong dispatches due to seasonality.

Outlook: ‘Buy’ maintained

Favorable budgetary measures (record PSDP allocation and
reduction in excise duty by Rs10/bag) and declining interest
rate scenario is expected to provide stability to Lucky
Cement’'s profitabilty going forward. Moreover, any
materialization of investment plans in Africa will serve as a
key trigger for Lucky Cement and help compensate for
expected decline in exports to the Middle East. However, we
await further details and confirmation from the company
before incorporating African investment plan into our financial
models. LUCK is currently trading at FY10F P/E of 5.4x which
is at a discount of 24% to the market. Hence, we reiterate our
‘Buy’ recommendation on the scrip.

P rofitability snapshot (Rs mn) FY09 FYO08 A%
Net Sales 26,330 16,958 55%
Cost of Goods Sold 16,519 12,601 31%
Gross Profit 9,811 4,357 125%
Gross Margin 37% 26%
Adminstration & Distribution exp 2,594 1,281 103%
Operating profit 7,217 3,076 135%
27% 18%
Finance cost 1,237 127 876%
Other charges 827 644 28%
Profit Before Taxation 5177 2,306 124%
Taxation 580 (371) NM
P rofit After Taxation 4,596 2,677 2%
Diluted Earning per share (Rs) 14.2 8.3 2%

Source: KSE Notice
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Also in focus

SBP may change policy rate structure

According to a news report SBP has decided to end the single
policy rate regime by introducing a new mechanism for
liquidity management in order to meet the IMF conditions.
Under the new proposed interest rate regime the central bank
would set two different rates for repo and reverse repo.
According to the report repo rate is likely to be 200-250bps
higher than the reverse repo rate.

JS Global Capital Limited

6th Floor, Faysal House, Main Shahrah-e-Faisal, Karachi

Equity Sales:

Tel: +92 (21) 32799513
Fax: +92 (21) 32800166
junaid.igbal@js.com
Corporate Finance:

Tel: +92 (21) 32799005
Fax: +92 (21) 22800163
azhar.igbal@js.com

JS RESEARCH IS AVAILABLE ON BLOOMBERG, CAPITALIQ &
THOMSON REUTERS

Research:

Tel: +92 (21) 32799005
Fax: +92 (21) 32800163
js.research@js.com

Fixed Income Sales:

Tel: +92 (21) 32799541-44
Fax: +92 (21) 32800165
tarig.usman@js.com

This report has been prepared for information purposes by the Research Department of JS Global Capital Ltd. The information and data on which this report is based are obtained from sources which we believe to be reliable but we do not guarantee that it is accurate or complete. In particular, the report
takes no account of the investment objectives, financial situation and particular needs of investors who should seek further professional advice or rely upon their own judgment and acumen before making any investment. This report should also not be considered as a reflection on the concerned
company’s management and its performances or ability, or appreciation or criticism, as to the affairs or operations of such company or institution. Warning: This report may not be reproduced, distributed or published by any person for any purpose whatsoever. Action will be taken for unauthorized
reproduction, distribution or publication.



