
 
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. 
 

MORNING BRIEFING

JS Global Capital Limited  
 

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

   Research:                Equity Sales: 
   Tel: +92 (21) 32799005              Tel: +92 (21) 32799513 
   Fax: +92 (21) 32800163              Fax: +92 (21) 32800166 
   js.research@js.com              junaid.iqbal@js.com 
 

   Fixed Income Sales:              Corporate Finance: 
   Tel: +92 (21) 32799541-44           Tel: +92 (21) 32799005 
   Fax: +92 (21) 32800165              Fax: +92 (21) 22800163 
   tariq.usman@js.com              azhar.iqbal@js.com 
 

JS RESEARCH IS AVAILABLE ON BLOOMBERG, CAPITALIQ &  
THOMSON REUTERS 

                          
 

 
We believe 1) recovery in oil production from Pindori 
(expected up to be 1,800-2,000bpd) by this month 
end and 2) incremental gas flows from Tal block by 
October 2009 could be the two major short term 
triggers for POL. According to the latest PPIS 
numbers (as of August 11, 2009), production from 
Pindori has increased to 1,430bpd. This is 
significantly higher than its trough level of 55bpd 
reported in April 2009.  
 

According to our calculation, every 500bpd improvement in oil 
production from Pindori has an annualized earnings impact of 
Rs0.6-0.7/share on POL. 
 

We reiterate our ‘Buy’ stance on POL, the only stock in the JS 
E&P universe with near term earning growth potential. The 
stock is available at a decent 14% discount to the market on 
one year forward earnings multiples. Our target price for the 
stock is Rs245, offering an upside of 40%. Risk to our thesis 
are 1) sharp decline in oil prices 2) delay in addional 
production from existing and new fields (Manzalai and 
Mamikhel) and 3) continuation of circular debt. 

Pindori: Forgotten but not lost, production up 60%  
We already hinted in our short report ‘POL: Trading at book 
value’ dated July 17, 2009 that production from Pindori has 
bottomed out. According to the latest data (as of August 11, 
2009), oil production from Pindori has increased to 1,430bpd, 
up 60% from previous level of 890bpd. Moreover, according 
to our discussion with the company, work over job at wells 3 
and 4 is under way and the work is expected to be completed 
by the end of this month. The management also believes that 
500-600bpd of oil could be recovered from these wells by this 
month end.  
 

According to our calculation, a 500bpd increase in oil 
production improves POL’s annualized earnings by Rs0.6-
0.65/share. Pindori, which was the largest oil producing field 
for the POL, saw its production decline by an average 37% 
during last 5 years upto 809bpd in FY09.  

Manzalai: A major earnings propeller for POL 
Another major trigger for POL is the 200mmcfd incremental 
gas flows from Manzalai expected to come online by October 
2009. The field is currently producing 37.5mmcfd of gas 
(stake adjusted share of POL is 9.4mmcfd). According to our 
estimates, this will add Rs5.5 per share to the bottom-line in 
FY10 (full impact of Rs10-11/share in FY11). Moreover, the 
current energy shortage has prompted the government to 
push the E&P companies to expedite the development 
process. Thus we believe there is low probability of any 
further delay in production from this field. 

FY10 earnings revision and assumptions 
We have revised upwards our oil price assumption by 8-9% 
for the next 5 years (in line with Reuter’s oil poll). We now 
expect average crude oil price of US$59/bbl for FY10 
compared to our previous estimate of US$54.bbl. After 
adjusting few other variables, we have revised our earnings 
forecast for FY10 to Rs28.1/share compared to Rs27.6/share 
previously. We are still conservative on our production 
estimates as we have taken an average of 800bpd oil 
production from Pindori while expecting an average of 
185mmcfd of gas from Manzalai during FY10. However, every 
two month delay in Manzalai could reduce FY10 earnings by 
4-5%, we believe. 
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Also in focus 
Oil rises to US$70 per barrel 
Oil prices continued to remain volatile amid mix economic 
data during last few months. However, rising concern over a 
hurricane in the Gulf of Mexico is pushing oil prices upwards. 
There are fears that oil supply could be disrupted. Hence, oil 
prices rebounded to US$70per barrel, up 8%, from its low of 
US$65/bbl last week. 
 

 
 
 

 

 

 

    KSE100 Index: Closing 7995.10 ↑ (+62.55)   
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Pakistan Market 

POL: Near term triggers & earnings outlook- ‘Buy’  

Market Price: 
Rs175.53 
Market Cap: 
Rs41.5bn (US$502mn) 
1-yrs Avg. Daily Volume: 
2.9mn shares, Rs442.7mn (US$5.4mn) 
1-year High/Low: 
Rs296.69/81.53 

 
Kats Code: 

POL 
Bloomberg Code: 

POL PA 
Reuters Code: 

PKOL.KA 
 

Pakistan Oilfields Limited 


