A Alfalah

CLSA

Muhammad Naumair Jadoon

Agha Steel Industries Ltd

PKR14.87

Corporate briefing takeaways

naumair@alfalahclsa.com
+92-51-2894138

24 November 2023

Pakistan

Engineering

Bloomberg AGHA PA

Priced on 24 November 2023
KSE100 @ 59,086.4

12M hi/lo PKR16.2/9.1
Shares in issue 604.9m
Free float 40.0%
Mkt. cap USD31.5m
3M ADV USDO.1m

AGHA vs KSE100 performance

AGHA
KSE-100 INDEX

160.0 -

140.0

1200

100.0

80.0

60.0

Jan-23 4
Jul-23

(%)

Nov-22
Mar-23
May-23
Sep-23 4
Nov-23

Source: PSX, Bloomberg

www.alfalahclsa.com

a

Agha steel industries conducted FY23 corporate briefing session today
moderated by Alfalah CLSA.

Talking about financial performance, Company sold 110KT of bars in FY23 with
net sales of the company clocking in at PKR20.9bn, gross profit at PKR4.8bn
and net profit at PKRO.9bn in FY23.

Gross profit ratio improved by 2ppts to 23.4% while EBITDA ratio improved
4 .5ppts to 23.5%. However, net profit ratio declined by 2.8ppts to 4.4% due to
higher financial expense.

Breakup value per share also inched up to PKR27.39/sh.

Commenting on upcoming projects, the management has stated that cold
commissioning of MiDa plant supplied by Danieli has already been done with
hot commissioning expected in couple of months.

This plant will help company gain efficiencies by reducing process wastages to
just 0.6%. Company claims additional savings of PKR14bn at 100% utilization.

MiDa will eliminate the need of fossil fuels in reheating process and will also
save 75 million kg of carbon dioxide emissions. With MIDa, Agha steels will be
100 percent green steel manufacturing plant.

Management shared that they intend to install 3.5MW solar plant.

Company shared that weighted average cost of dollar for MiDa LC settlement
hovered around PKR145/USD. So, revaluation surplus will almost double its
value in future.

Company is also undertaking a 50 cubic meter blast furnace, expected to be
commissioned in a year's time. Company will substitute 45KT of scrap with iron
ore led hot metal which will be injected directly into re-rolling plant. It will also
reduce power needs of electric arc furnace due to continuous process resulting
from integration of blast furnace. Project cost is around PKR1bn.

Company also has plans to expand the scale of blast furnace later on to at least
500KT. Company will be looking for strategic equity investor for the said
investment.

Company has also started mining of iron ore on a pilot level and expects to
export its first shipment next month. Company plans to become net exporter
of steel by replacing imported scrap with indigenous sources of iron.

Management expects rebar prices to remain strong in the upcoming future
given that scrap prices tend to inch upwards in winter. Moreover, higher grid
costs and shortage of steel in market will also feed into higher output prices.

Company currently holds around 2 to 2.5 months of scrap inventory and around
20 days of billet and bars inventory.
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Income Statement
PKR Mn FY20 FY21 FY22 FY23
Net sales 13,427 19,858 25,648 20,582
Gross profit 3,397 4,503 5,490 4,820
Operating profit 2,914 3,920 4,802 4,189
Profit before tax 1,390 2,553 2,288 1,168
Profit after tax 1,236 2,036 1,855 905
Source: Company Accounts. Alfalah CLSA Research
Balance Sheet
PKR Mn FY20 FY21 FY22 FY23
Trade debts 3,840 4,047 5,272 4,949
Stock in trade 8,627 9,505 12,300 10,440
Total current assets 15,531 17,782 21,802 20,211
Property plant & equipment 13,826 17,066 19,149 21,277
Total non-current assets 14,427 17,629 19,675 21,769
Trade and other payables 1,339 1,011 1,129 829
Short-term debt 11,950 9,829 14,046 13,729
Total current liabilities 14,320 13,889 19,241 19,513
Long-term debt 4,991 6,741 5,513 4,333
Total non-current liabilities 7,478 7,711 6,571 5,896
Total equity 8,160 13,811 15,666 16,570
Source: Company Accounts. Alfalah CLSA Research
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Analyst certification

The research analyst(s) 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 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 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.

Important disclosures/disclaimers

The report has been prepared by Alfalah CLSA Securities (PVT) LTD. (Formerly Alfalah Securities (PVT)
LTD) and is for information purpose only. The information and opinions contained herein have been
compiled or arrived at based upon information obtained from sources, believed to be reliable and in
good faith. Such information has not been independently verified and representation expressed or
implied is made as to its accuracy, completeness or correctness. All such information and opinions are
subject to change without notice. Descriptions of any company or companies or their securities
mentioned herein are not intended to be complete and this document is not, and should not be
construed as, an offer, or solicitation of an offer, to buy or sell any securities or other financial
instruments.

Research Dissemination Policy

Alfalah CLSA Securities (PVT) LTD. (Formerly Alfalah Securities (PVT) LTD) endeavours to make all
reasonable efforts to disseminate research to all eligible clients in a timely manner through either
physical or electronic distribution such as mail, fax and/or email. Nevertheless, not all clients may receive
the material at the same time.

Company Specific Disclosures

Alfalah CLSA Securities (PVT) LTD. (Formerly Alfalah 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. However, BAFL and IFC, being associates of Alfalah CLSA Securities (PVT) LTD.
(Formerly Alfalah Securities (PVT) LTD), may trade or have significant financial interest, under normal
course of business, in the subject company from time to time. Alfalah CLSA Securities (PVT) LTD.
(Formerly Alfalah Securities (PVT) LTD) may, to the extent permissible by applicable law or regulation,
use the above material, conclusions, research or analysis in which they are based before the material is
disseminated to their customers. Alfalah CLSA Securities (PVT) LTD. (Formerly Alfalah 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. Alfalah CLSA Securities (PVT) LTD. (Formerly Alfalah Securities (PVT) LTD) may make
markets in securities or other financial instruments described in this publication, in securities of issuers
described herein or in securities underlying or related to such securities. Alfalah CLSA Securities (PVT)
LTD. (Formerly Alfalah Securities (PVT) LTD) may have recently underwritten/or in the process of
underwriting the securities of an issuer mentioned herein. Alfalah CLSA Securities (PVT) LTD. (Formerly
Alfalah Securities (PVT) LTD) may also have provided/providing advisory services to the issuer
mentioned herein.

Rating System

Alfalah CLSA Securities (PVT) LTD. (Formerly Alfalah Securities (PVT) LTD) uses a 3-tier rating system
i.e Buy, Hold and Sell, based on the level of expected return. Time horizon is usually the annual financial
reporting period of the company. A Buy rating is assigned to any company when its total return exceeds
15%. A Sell rating is issued whenever total return is less than 0% and for return in between the 2 ranges,
Hold rating is meted out. Ratings are updated on a daily basis and can therefore change accordingly.
They can change because of a move in the stock's price, a change in the analyst's estimate of the stock's
fair value, a change in the analyst's assessment of a company's business risk, or a combination of any of
these factors.
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