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sarah.khurshid@alfalahclsa.com  POL sales volumes remain muted, but some positives persist

+92-21-35645090-95 (Ext: 336) We preview 2QFY24 earnings for PSO and APL where we expect our OMC
universe to report a loss of PKR7.5bn due to massive inventory losses. Company
wise, PSO is expected to report loss of PKR8.2bn (LPS: PKR17.54) in 2QFY24
followed by APL, which expected to report PAT of PKRO.75bn (EPS: PKR6.07).
Overall sector POL offtake has marginally increased by 1.4% to 3.9mn MT over the
past quarter. One silver lining is that the core earnings of PSO have increased to
PKR3.13/sh compared to loss of 0.91/sh posted lasted quarter. Similarly, core
earnings of APL have increased to PKR16.84/sh from PKR 10.02/sh last quarter.

31 January 2024 Improvement in core earnings is due to the fact that average OMC margins have
. increased by 26% QoQ. Moreover, we expect APL to announce an interim cash
Pakistan dividend of PKR 17 per share.

Oil Marketing Companies
PSO: PSO is expected to report unconsolidated loss of PKR8.2bn (LPS: PKR17.54)

in 2QFY24, against loss of PKR4.55bn (LPS: PKR9.71) in SQLY. Significant decline
in earnings is expected, attributable to massive inventory losses amid lower ex-
refinery prices. MS ex-refinery price decreased by 26% from Rs 243.09 to Rs
188.13/lItr over the last quarter, Similarly the HSD ex-refinery price decreased by
25% from Rs 252 to Rs 198/Itr. This takes H1FY24 profitability to PKR13.75bn
(EPS: PKR29.29).

Against the backdrop of depressed earnings, we expect the company’s core
earnings to quadruple due to increase in average OMC margins from a loss of
PKRO0.43 bn (LPS: PKR0.91) to a profit of PKR1.46 bn (EPS: PKR3.13). Net revenue
is expected to remain flat due to lower FO offtake by the power sector which was
offset by higher jet fuel & HSD offtake. Retail sales volumes clocked at 1.85mn MT

(T 0.59% QoQ)

Moreover, LNG sales are expected to decline to 805 mmcfd (| 12% QoQ). We
expect the company to post an inventory loss of PKR 16.0bn.

APL: APL is likely to report PAT of PKRO.75bn (EPS: PKR6.07) in 2QFY24 as against
PKR1.24bn (EPS: PKR10.0) in SQLY, down by 39%. This takes H1FY24 profitability
to PKR6.01bn (EPS: PKR48.35), an increase of 9% YoY.

The company'’s core earnings are estimated to increase by 68% QoQ from PKR1.2
bn (EPS: PKR 10.02) to PKR2.09 bn (EPS: PKR 16.84) in 2QFY24 on the back of
margin improvement. Net sales are expected to remain flat QoQ amid lower sales
volume particularly in MS & FO segment. In terms of retail sales volumes, POL

L KSEloFggerformance offtake has slumped by 3% to 0.40mn MT which is likely to be offset by higher
e APL average OMC margins. We expect an inventory loss of PKR 2.2bn.

200.0 KSE-100 INDEX

1700 1 Operating expenses are likely to clock at PKR 1.3bn tempered on the back of
ﬁzg ~ %a: exchange rate gains due to rupee appreciation. Finance income is expected around
300 1 Earnings
500 - EPS (PKR/sh) 2QFY24E 1QFY24 2QFY23 QoQ YoY H1FY24E H1FY23 YoY
200 1 PSO (17.54) 46.62 (9.71) -138% 81% 29.08 (7.16) -506%
%) g § % ff &;3 8 ii %’ § % APL 6.07 42.27 10.0 -86% -39% 48.35 44,51 9%

fp$252328028 DPS (PKR/sh)
Source: PSX. Bloombers PSO NA NA NA NA 40% 20 135 44%
APL 17.24 NA 12.5 N/A 38% NA NA N/A
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PKR 1.8bn due to the company’s sizable short-term investments and cash balance.
Moreover, we expect the company to announce an interim dividend payment of
PKR 17.2/sh.
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(2) no part of his/her compensation was, is or will be directly or indirectly related to the specific
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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
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Important disclosures/disclaimers

The report has been prepared by Alfalah CLSA Securities (PVT) LTD. (Formerly Alfalah Securities (PVT)
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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
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reasonable efforts to disseminate research to all eligible clients in a timely manner through either
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directors does not have a significant financial interest (above 1% of the value of the securities) of the
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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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