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4QCY23 Fertilizer sector expected profitability

Fertilizer sector profits likely to jump due to higher prices

https://ausecurities.com.pk/
https://www.facebook.com/ausecurities


Fertilizers profits are likely to increase:

• We preview 4QCY23 quarter results for EFERT, FFC & FFBL and FATIMA, where we expect all four companies to report a noticeable
sequential improvement in profitability due to higher retention prices during the quarter. To note, the sector witnessed higher gas rates
during the quarter to pass on the impact of which they had to increase fertilizer prices.

• In 2023, the fertilizer industry experienced a notable upswing in average urea prices, driven by adjustments in consumer gas prices, which
settled at PKR 580/mmbtu for feed and PKR 1,580/mmbtu for fuel. Additionally, the Federal Budget of FY24 introduced a 5% Federal
Excise Duty (FED) on fertilizers. Despite these changes, the overall urea offtakes remained steady compared to the previous year, reaching
6.6 million tons. On the contrary, Diammonium Phosphate (DAP) offtakes saw a significant 30% increase, totaling 1.57 million tons. This
favorable trend can be attributed to the stabilization of international prices for DAP and phosphate rock, coupled with the later-half
stabilization of the exchange rate in CY23.

• We anticipate Urea and DAP demand to stabilize around ~6.6 and ~2.0 MN Tons, respectively, in CY24. This projection is backed by the
ongoing efforts of the government and SIFC to improve farm economics and enhance crop yield.

• Mari-based companies to take one month hit in 4QCY23. Gas price hike for fertilizer companies on Mari network is applicable from Oct-
23, instead of Nov-23 like Sui companies, negatively impacting FFC and FATIMA, as they increased fertilizer prices effective Nov-23.
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Company wise previews:
• In the fourth quarter of calendar year 2023 (4QCY23), EFERT is anticipated to report an Earnings Per Share (EPS) of PKR 9.1. During

this quarter, EFERT is projected to achieve a gross margin of 36%, showing a 2-percentage-point increase quarter-on-quarter (Q/Q). This
enhancement is attributed to elevated fertilizer prices, a rise in phosphate fertilizer offtakes, a lower PKR/USD exchange rate, and
decreased rock phosphate prices. Despite the imposition of super tax in CY23, EFERT is expected to demonstrate a substantial 66% year-
on-year (Y/Y) growth in earnings, driven by higher Urea prices and a projected offtake of 2.3 million tons. The Dividends Per Share
(DPS) for 4QCY23 is estimated to be PKR 6.75.

• FFC is expecting to post an EPS PKR 6.25/per sh. As revised Mari gas pricing takes effect from Oct-23 instead of Nov-23, there is an
anticipated decline in the company's estimated Urea margin, decreasing from ~57% in 3QCY23 to ~42% in 4QCY23. This decline is
expected to result in a 15% Q/Q contraction in earnings for 4QCY23. Additionally, higher repair and maintenance cost for the quarter is
expected since FFC’s Plant-III underwent a turnaround in Oct-23. DPS in 4QCY23 is estimated to arrive at PKR 3.75/sh.

• FFBL’s earnings to arrive at PKR 4.25/sh in 4QCY23. FFBL’s gross margins are anticipated to rise to 22%, despite higher phos-acid prices
in 4QCY23. This improvement is attributed to higher Urea offtakes and increased DAP prices, rising from PKR 11,904/bag in Sep-23 to
PKR 12,388/bag in Oct-23. The estimated reduction in finance cost for the quarter due to previous debt retirement is also poised to support
earnings growth. Furthermore, the expectation of a surprise cash dividend this quarter is also maintained.

• FATIMA earnings to arrive at 3.75/sh in 4QCY23. FATIMA is expected to post an earnings growth of 18% Q/Q in 4QCY23 on the back
of, 1) higher Urea and DAP offtakes by 28 and 25 KT, respectively, and 2) higher fertilizer prices. FATIMA is also expected to announce a
dividend of PKR 1.75/sh taking the total DPS in CY23 to PKR 3.50, in line with last year’s.

Adam Usman Securities (Pvt.) Limited
TREC Holder – Pakistan Stock Exchange Ltd.
Member – Pakistan Mercantile Exchange Ltd.

For more detail about stock market & account opening 
Please contact: Cell 0305-2385445 or dial Landline: 0213-2470551

Thursday, January 25, 2024

WEBSITE: https://ausecurities.com.pkHEAD OFFICE: 814A, 8th floor, Main stock Exchange building, 

I. I. Chundrigar Road, Karachi.

EMAIL: info@ausecurities.com.pk 
SOCIAL MEDIA : https://www.facebook.com/ausecurities  

https://ausecurities.com.pk/
mailto:info@ausecurities.com.pk
https://www.facebook.com/ausecurities


Company wise EPS and DPS previews:
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Pkr/Share 4QCY23E 3QCY23 2QCY23 1QCY23 4QCY22 QoQ % YoY % CY23 CY22 YoY %

EPS

FFC 6.25 7.18 4.2 6.08 4.09 -13% 53% 23.71 15.76 50%

EFERT 9.1 7.17 0.79 3.3 4.8 27% 90% 20.36 11.99 70%

FFBL 4.25 4.1 0.37 -4.2 0.48 4% 785% 4.52 1.8 151%

FATIMA 3.75 3.58 0.59 2.07 2.02 5% 86% 9.99 6.73 48%

DPS

FFC 3.75 3.98 3.15 4.26 3.15 -6% 19% 15.14 12.13 25%

EFERT 6.75 6 3 3.5 5 13% 35% 19.25 13.5 43%

FFBL 0 0 0 0 0 0% 0% 0 0 0%

FATIMA 1.75 0 1.75 0 3.5 0% -50% 3.5 3.5 0%

Source: Company Financials, AUS research

FFC:

Bloomberg Code: FFC PA

Target Price: Rs154/per share

Market Price: Rs117.70/per share

Market Cap: Rs150bn, US$536mn

EFERT:

Bloomberg Code: EFERT PA

Target Price: Rs142

Market Price: Rs127.26

Market Cap: Rs162bn, US$579mn

FFBL:

Bloomberg Code: FFBL PA

Target Price: Rs42

Market Price: Rs30.56

Market Cap: Rs37bn, US$133mn

FATIMA

Bloomberg Code: FATIMA PA

Target Price: Rs48

Market Price: Rs35.06

Market Cap: Rs73.62bn, US$262mn
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Disclaimer
This report has been prepared by Adam Usman Securities Limited (herein after referred as AUS) and is provided for information purposes only. Under no circumstances is to be used or considered as an offer to sell or solicitation of
any offer to buy.

While all reasonable care has been taken to ensure that the information contained therein is not untrue or misleading at the time of publication, we make no representation as to its accuracy or completeness and it should not be
relied upon as such. This report is provided solely for the information of professional advisers who are expected to make their own investment decisions without undue reliance on this report. Statements regarding future prospects
may not be realized while all such information and opinions are subject to change without notice. AUS recommends investors to independently evaluate particular investments and strategies and it encourages investors to seek the
advice of a financial advisor.

Investments in capital markets are subject to market risk and AUS accepts no responsibility whatsoever for any direct or indirect consequential loss arising from any use of this report or its contents. In particular, the report takes no
account of the investment objectives, financial situation and particular need of individuals, who should seek further advice before making any investment or rely upon their own judgment and acumen before making any investment.
AUSmay, 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.

AUS, as a full‐service firm, has/intends to have business relationships, including investment‐banking relationships, with the companies in this report. Investors should be aware of that the AUS may have a conflict of interest that could
affect the objectivity of the report. Investors should consider this report as only a single factor in making their investment decision.

Disclosure of Financial Interest
AUS 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) in the securities of the subject company. Under normal course of business, AUS, 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 issues 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. AUS or its employees may trade contrary to the
recommendation given by AUS Research through this report or any other. AUS may be providing, or have provided within the previous twelve months, significant advice or brokerage services to the subject company. AUS may have,
within the past twelve months, served as manager or co‐manager of a public offering of securities for, or currently may make a primary market in issues of, any or all, the entities mentioned in this report or received compensation for
corporate advisory services, brokerage services or underwriting services from the subject company. Apart from this, AUS or any other of its officers and directors have neither served as a director/officer in any company under AUS
research coverage in the past 3 years nor received any compensation from the subject company in the past 12 months.

ASL ResearchDisseminationPolicy
Adam Usman Securities Ltd. endeavors 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.

ValuationMethodology
To arrive at period end target price, Adam Usman Securities Limited uses different valuation methodologies:
Comparable Method (P/E, P/B, Justified P/B & P/E etc.)
Discounted Cash flowMethod
Equity and Asset based valuation
❖

Rating
BUY Total return more than 15% from last closing of market price
HOLD Total return is in between 10% and 15% from last closing of market price
REDUCE Total return is less than 10% from last closing market price
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