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Arif Habib Limited hosted the corporate briefing session of Cherat Cement Company (CHCC), during which the management discussed the company’s

performance and its future outlook. In FY24, the company reported a PAT of PKR 5.5bn (EPS: PKR 28.3), up from PKR 4.4bn (EPS: PKR 22.7) during FY23,

marking a 25% YoY increase. In 1QFY25, profitability surged by 88% YoY, reaching PKR 2,878mn (EPS: PKR 14.8), compared to PKR 1,533mn (EPS: PKR

7.9) in 1QFY24.

Brief Takeaways:

• Energy mix and prices: The gas price for captive generation is PKR 3,000/mmbtu, equivalent to ~PKR 28-30/KWh, and it makes up 49.9% of the power

mix. The price for PEDO is around PKR 15-18/KWh, representing 3.7% of the total power mix. Meanwhile, the national grid contributes 0.6% to the power

mix, with a cost of PKR 38/KWh. The company currently has 13.6 MW of solar power installed, and an additional 9 MW with an estimated CAPEX of PKR

1.4bn is expected to be added by the third quarter of FY25

• Coal mix and prices: The company utilizes 59.3% local coal, 22.2% Afghan coal, and 18.5% imported coal. The price of local coal is PKR 35,000/ton, while

Afghan coal was priced ~PKR 45,000/ton. However, due to recent reductions in royalty and border taxes, Afghan coal prices are expected to decrease to

PKR 39,000-40,000/ton.

• Cement prices: Retention prices are ~PKR 18,000/ton (PKR 900/bag). The cement export prices are in the range of USD 46-50/ton.

• Captive gas: In response to the question, management stated that the company has not received any official notification regarding the discontinuation of gas

supply to the captive power plant. They also clarified that, according to an order of the Peshawar High Court, the government cannot terminate the gas

supply to the captive power plant.

• Royalty on cement: In the FY25 budget, the KPK government increased the royalty from PKR 120/ton to PKR 250/ton, while in Punjab, it has increased

from PKR 400/ton to 6% of the cement sale price (~PKR 1,320/ton, PKR 66/bag) in Aug’24.

• Lowest variable cost per ton: The management stated that the company's ability to achieve one of the lowest costs per ton at PKR 7,347 can be attributed

to i) the use of local coal, ii) improved coal management, iii) a more efficient power mix, and iv) a premium brand.

• Deleveraging the balance sheet: The company has repaid a total of PKR 6.25bn loan during the year.

• FY25 outlook: Management anticipates that the decrease in interest rates will lead to an increase in PSDP allocations, which in turn is expected to boost

cement demand. Local dispatches are projected to decline by approximately 5-8%, a significant improvement from the current decline of 15%.
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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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