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Gul Ahmed (GATM) has announced 2QFY23 result, where the
company has posted earnings of PKR 1.3/sh, down by 38% QoQ.
These earnings are significantly above our estimate of 0.9/sh, where
the major deviation came from higher-than-expected gross profit. The
company did not announce any dividend.

Sales decreased by 4% on QoQ basis to PKR 30.4bn (our expectation:
PKR 29.9bn), likely due to lower volumetric sales.

Against expectations, the gross margin increased to 19.2% vs 17.7% in
last quarter. The other income increased by 294% to PKR 860mn.

Finance cost increased by 48% on QoQ basis due to increase in
markup rates on both concessionary and non-concessionary finance.

Against expectations, the company recorded taxation expense of PKR
739mn which translates into effective tax rate of 47% (vs 22.5% in
1QFY23).

In 1HFY23 the earnings decreased by 38%, mainly due to higher
finance and taxation expense.

GATM 2QFY23 earnings review
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Source: Company Accounts, IIS Research

PKR mn 2QFY23 1QFY23 QoQ 2QFY22 YoY 1HFY23  1HFY22 YoY
Sales 30,411 31,703 -4% 32,118 -5% 62,114 56,765 9%
COGS 24,564 26,096 -6% 25,180 -2% 50,660 44,784 13%
Gross profit 5,847 5,607 4% 6,938 -16% 11,454 11,980 -4%
Other Opex 3,552 3,014 18% 3,410 4% 6,567 6,096 8%
Other income 860 218 294% 125 585% 1,078 30 3471%
Operating Profit 3,154 2,811 12% 3,653 -14% 5,966 5,914 1%
Finance cost 1,585 1,071 48% 716 121% 2,656 1,384 92%
Profit before tax 1,569 1,740 -10% 2,938 -47% 3,309 4,530 -27%
Taxation 739 392 88% 564 31% 1,131 989 n.m
Profit after tax 831 1,348 -38% 2,373 -65% 2,179 3,540 -38%
EPS 13 2.2 -38.4% 3.8 -65% 35 5.7 -38.5%
DPS - - - - -
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Disclaimer

Ismail Igbal Securities (Pvt.) Limited does not warrant the timeliness, sequence, accuracy or completeness of this information. In no event will Ismail
Igbal Securities (Pvt.) Limited be liable for any special, indirect, incidental, or consequential damages without limitation which includes lost revenues,
lost profits, or loss of prospective economic advantage resulting from the use of the information or for any omission or inaccuracies resulting from the
use of information from this market.

Disclosures

Ismail Igbal Securities (Pvt.) Limited, hereinafter referred to as IISPL, acts as a market maker in the security(ies) mentioned in this report. IISPL, its
officers, directors, associates or their close relatives might have financial interests in the security(ies) mentioned in this report, including a significant
financial interest (1% of the value of the securities of the subject company). lISPL is doing business, or seeking to do business, with the company(ies)
mentioned in this report, and therefore receives/has received/intending to receive compensation from these company(ies) in a non-research capacity.
[ISPL has previously or might in the future trade or deal in the subject company in a manner contrary to the recommendation in this report, due to
differences of opinion between the research department and sales desk or traders, and investment time period differences.

The analyst associated with the writing of this report either reports directly to the research department head or is the department head. The
department head in turn reports directly to the Chief Executive Officer of lISPL. The analyst's compensation is not determined by nor based on other
business activities of IISPL.

Research reports are disseminated through email or mail/courier to all clients at the same time. No class of client or internal trading person gets this
report in advance of other clients. Due to factors outside of lISPL's control including speed of the internet, some clients may receive the report before
others.

Monetary compensation of research analysts is neither determined nor based on any other service(s) that IISPL offers, and the compensatory
evaluation is not influenced nor controlled by anyone belonging to a non-research department. Further, the research analysts are headed by the
Head of Research, whose reports’ recommendations are based on the following conditions:

Condition Stance
Total Return > 15% BUY
Total Return >-10% & <=15% HOLD
Total Return <-10% SELL

Investors should carefully read the definitions of all ratings used within every research report. In addition, research reports carry an analyst's
independent view and investors should ensure careful reading of the entire research reports and not infer its contents from the rating ascribed by the
analyst. Ratings should not be used or relied upon as investment advice. An investor's decision to buy, hold or sell a stock should depend on said
individual's circumstances and other considerations.

Valuation Methodology

To arrive at our period end target prices, lISPL uses different valuation methodologies including:

Discounted cash flow (DCF, DDM)

Relative Valuation (P/E, P/B, P/S etc.)

Equity & Asset return based methodologies (EVA, Residual Income etc.)

Analyst Disclaimer

The author(s) of this report hereby certifies that this report accurately reflects her/his/their own independent opinions and views as of the time this
report went into publication and that no part of her/his/their compensation was. is or will be affected by the recommendation(s) in this report.

The research analyst or any of her/his/their 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 and the research analyst or their close relatives 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. The Research analyst or her/his/their close relatives have not traded in
the subject security in the past 7 days and will not trade for 5 days post publication of the report.
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