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KATS Code

PAEL

Bloomberg Code

PAEL PA

Reuters Code

PKEL.KA

Market Price

Rs35 98
Rs35.98

Market Cap

Rs17.9bn/US$144.4mn

Free float Market Cap

Rs9.0bn/US$72.2mn

1-Yr Avg. Daily Vol. (mn) 6.1
1-Yr Avg. Daily Val. (mn) Rs297.5/US$2.8
1-Yr High/ Low

Rs78.0/31.8

Estimated free float

50%

Share outstanding (mn) 497.68
Index weight

0.44%
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TTopline
li Securities
S
iti conducted
d t d analyst
l t briefing
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P k Elektron
El kt
t d where
today
h
th
the
company discussed its 1H2018 financial performance and outlook. Following are
key takeaways:
 PAEL announced consolidated earnings of Rs1,215mn (EPS Rs2.4/share), down
55% YoY during 1H2018. While sales were in line with estimates, earnings fell
short of our expectation primarily on the back of lower than anticipated gross
margins, down 5ppts to 25%. This was on the back of higher commodity prices
and currency devaluation.
Appliances Division:
 Appliances sales contracted by 9% YoY in 1H2018 mainly due to 16% YoY
decline in refrigerators sales that constitute around 67% of total sales of
appliances.
li
C
Competition
titi from
f
Chi
Chinese
players
l
and
d recentt row with
ith one off its
it
largest distributors have affected PAEL’s appliances standing. For 2018, PAEL is
anticipating around 10% growth in appliances sales (vs. last 3‐Year CAGR of
29%).
 Refrigerator sales are expected to grow by 4% YoY in 2018 while the
management expects to sell up to 475k refrigerators, up 2% YoY.
 Chinese competition has affected the company’s split Air Condition (AC) sales
which fell 10% YoY in 1H2018. For 2018, AC sales are anticipated to grow by
3% YoY with units sales of around 86k, almost the same level that PAEL sold in
2017.

Source: PSX, Topline Research
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While sales
Whil
l off refrigerators
fi
t
and
d AC’s
AC’ are expected
t d to
t fall,
f ll the
th managementt expects
t the
th company to
t perform
f
better in Deep Freezer, Microwave Oven and Water Dispenser sales (which cumulatively constitute ~15% of total
appliances sales) with growth of around 32%.
Power Division:
 Power division (21% of total sales) of the company had 13% decline in sales during 1H2018. This was mainly
owing to lower EPC contracting (~24% of power division sales), down 25% YoY and 34% YoY decline in
transformers (~12% of power division sales). Overall, the management anticipates power division sales to remain
almost flat in 2018.
2018 On volumetric front,
front PAEL is anticipating around 31% YoY growth in distribution transformers
in 2018.
 CPEC remains an opportunity platform for the company as the Govt. has yet to setup Transmission and
Distribution (T&D) network to connect upcoming power capacities (up to 10,000MW) to the National Grid. The
Company's management is of the view that improving power generation will help power division to support
revenues growing forward.
New Products in pipeline:
 As part of its growth strategy, the company plans to enter into Television (TV) and Washing Machine market.
While TV products are expected to be introduced by Sep 2018, Washing Machines are to be available by mid
2019.
 TV has a market of around one million units per annum with margin of 20‐22% while washing Machine market is
25
2.5mn
units
it per annum with
ith margin
i off around
d 25%.
25%
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Analyst Certification and Disclosures
The research analyst(s), denoted by an “AC”
AC on the cover of this report, 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/sectors 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 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.
Additionally, as per regulation 8(2)(i) of the Research Analyst Regulations, 2015, we currently do not have a financial interest in the securities of the subject company aggregating more than 1% of the value of
the company.
Rating System
Topline Securities employs three tier ratings system to rate a stock, as mentioned below, which is based upon the level of expected return for a specific stock. The rating is based on the following with time
horizon of 12‐months.
Rating
Expected Total Return
Buy
Stock will outperform the average total return of stocks in universe
Neutral
Stock will perform in line with the average total return of stocks in universe
Sell
Stock will underperform the average total return of stocks in universe
For sector rating, Topline Securities employs three tier ratings system, depending upon the sector’s proposed weight in the portfolio as compared to sector’s weight in KSE‐100 Index:
Rating
Sector’s Proposed Weight in Portfolio
Over Weight
> Weight in KSE‐100 Index
Market Weight
= Weight in KSE‐100 Index
Under Weight
< Weight in KSE‐100 Index
Ratings are updated daily to account for the latest developments in the economy/sector/company, changes in stock prices and changes in analyst’s assumptions or a combination of any of these factors.
Valuation Methodology
To arrive at our 12‐months Target Price, Topline Securities uses different valuation methods which include: 1). Present value methodology, 2). Multiplier methodology, and 3). Asset‐based methodology.
Research Dissemination Policy
Topline Securities 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 email, fax mail etc.
Nevertheless, all clients may not receive the material at the same time.

Di l i
Disclaimer
This report has been prepared by Topline Securities and is provided for information purposes only. Under no circumstances this is to be used or considered as an offer to sell or solicitation of any offer to buy.
While reasonable care has been taken to ensure that the information contained therein is not untrue or misleading at the time of publication, we make no representation as to its accuracy or completeness
and it should not be relied upon as such. From time to time, Topline Securities and/or any of its officers or directors may, as permitted by applicable laws, have a position, or otherwise be interested in any
transaction, in any securities directly or indirectly subject of this report. This report is provided only for the information of professional advisers who are expected to make their own investment decisions
without undue reliance on this report. Investments in capital markets are subject to market risk and Topline Securities accepts no responsibility whatsoever for any direct or indirect consequential loss arising
from any use of this report or its contents.
contents In particular,
particular the report takes no account of the investment objectives,
objectives financial situation and particular needs of investors,
investors who should seek further professional
advice or rely upon their own judgment and acumen before making any investment. The views expressed in this report are those of Topline Research Department and do not necessarily reflect those of
Topline or its directors. Topline as a firm may have business relationships, including investment‐banking relationships, with the companies referred to in this report.
All rights reserved by Topline Securities. This report or any portion hereof may not be reproduced, distributed or published by any person for any purpose whatsoever. Nor can it be sent to a third party
without prior consent of Topline Securities. Action could be taken for unauthorized reproduction, distribution or publication.
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