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Analyst Briefing

The management of Sazgar Engineering Works Limited (SAZEW) held an analyst briefing session on 22nd May’24 to discuss the company’s performance and future outlook.

Brief Takeaways

▪ To recall, the company posted a net profit of PKR 4.4bn (EPS: PKR 73.59) in 9MFY24 compared to PKR 524mn (EPS: PKR 8.6) in SPLY, up by 8x YoY. On a quarterly

basis, earnings arrived at PKR 3.0bn (EPS: PKR 50.20) in 3QFY24, up by 7x YoY.

▪ The company currently has 50+ three-wheeler dealers and 16+ four-wheeler dealers. Management stated that they are expanding the local dealership network and also

exploring new export markets.

▪ The company is dedicated to promoting electric (EV) and hybrid electric (HEV) vehicles in Pakistan. In line with this commitment, the Government of Punjab has awarded the

company the first license for manufacturing electric rickshaws.

▪ The GWM Haval brand represents a significant portion of the company's overall sales, with the hybrid version of the HAVAL H6 contributing 60-90% of these sales. The

favorable duty structure helps maintain robust gross margins for hybrid variant sales.

▪ Recently, production of Haval vehicles was ramped up to decrease lead times from 4-6 months to 2-3 months.

▪ The company's three-wheelers are predominantly localized, with approximately 80% of their components sourced locally. However, the batteries utilized in three-wheelers

are imported.

▪ The company exports its three-wheelers to a diverse range of 25 countries, spanning across Africa, Asia, and the Middle East. Management reiterated that they have been

exporting 3-wheelers to Japan since 2012.

▪ The company has introduced two more GWM models, "ORA" and "Tank 500 HEV," into the local market. These models are currently in the sampling/testing phase, with a

decision on local assembly to be made after further evaluation.

▪ The company has no plans to enter the market for smaller vehicles priced between PKR 4-5 mn, primarily due to its high price sensitivity. Furthermore, Chinese companies

currently do not offer vehicles of satisfactory quality within this price range.

▪ The company allocated a CAPEX investment of PKR 1.3bn specifically for the purchase of land, aimed at facilitating future expansion endeavors.

▪ Management acknowledges that EVs may remain a niche market and serve as a secondary vehicle for many families due to concerns about their limited range, particularly in

Punjab.
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Disclaimer: This document has been prepared by Research analysts at Arif Habib Limited (AHL). This document does not constitute an offer or solicitation for the purchase or sale of any security. This publication is intended

only for distribution to the clients of the Company who are assumed to be reasonably sophisticated investors that understand the risks involved in investing in equity securities. The information contained herein is based upon

publicly available data and sources believed to be reliable. While every care was taken to ensure accuracy and objectivity, AHL does not represent that it is accurate or complete and it should not be relied on as such. In

particular, the report takes no account of the investment objectives, financial situation and particular needs of investors. The information given in this document is as of the date of this report and there can be no assurance

that future results or events will be consistent with this information. This information is subject to change without any prior notice. AHL reserves the right to make modifications and alterations to this statement as may be

required from time to time. However, AHL is under no obligation to update or keep the information current. AHL is committed to providing independent and transparent recommendation to its client and would be happy to

provide any information in response to specific client queries. Past performance is not necessarily a guide to future performance. This document is provided for assistance only and is not intended to be and must not alone be

taken as the basis for any investment decision. The user assumes the entire risk of any use made of this information. Each recipient of this document should make such investigation as it deems necessary to arrive at an

independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved), and should consult his or her own advisors to determine the merits and risks of

such investment. AHL or any of its affiliates shall not be in any way responsible for any loss or damage that may be arise to any person from any inadvertent error in the information contained in this report.
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