A Subsidiary of Dhaka Bank Limited

DBSL Research Lower margin hampers operating
Update - 12th February, 2013 .

Rating - BUY profit but strong stance of BDT
Fair Value Estimate against USD contributes to hefty net
Sector - Fuel & Power income
|Company Summary |Investment Highlights

52 Week Price Range 126.3-60.4 1. The company has huge cash and cash equivalent mostly deposited in banks as
Current Price (BDT) 78.30 STD or FDR earn a sizable amount of interest which also add positive move in the
Sector Mkt. Cap ((BDT Mn) 216,173 I Y S GRS

Company MKt Cap (BDT Mn) 23,646 2. As DESCO had already recorded loss in last year on the value of foreign
Eree Float % 259 curreru:)'/ loan in line V\{ith the BDT depreciation against USF) thus On-going
Number of Shares (BDT Mn) 299,30 apreciation .of BDT .agalnst USD has become .core opportunity to earn huge

exchange gain and might strengthen the bottom line.
Year End June 3. Increased use of power will drive the energy sales volume as govt is opted to
provide new electricity connections.
Revenue & Profit (BDT Mn 4. Efficient management raised the bill collection ratio and limits the system loss
2010-11 | 2011-12 [2013(HY) compared to previous years.
Total Revenue 12,475 | 15,962 | 11,480 | [s. with the augmentation of power generation, hundreds of new buildings were
Operating Income 2,001 985 485 | [connected with electricity supply network over the precedings years which
NPAT 1,478 838 720 | [enables the company to earn heavy sales revenue compared past periods.
Profitablity (%) | Investment Risks
2010-11 | 2011-12 |2013(HY)
Gross Margin 22.40 12.29 8.13 1. The gross profit margin is poor for the company as the margin is set by BERC

and recent hike in bulk power tariff pushes the Cost of Energy sold for DESCO

Operating Margin 16.04 6.49 4.20 albeit the rescheduling of existing retail electricity tariff by the BERC will take

Net Margin 11.84 7.69 6.23 effect on the last quarter’s financials of the company.
2. The company bears a huge amount of Loan taken from ADB and GoB. The total
Average Turnover (BDT Mn) loan of ADB is denominated in USD and any principal or interest payment also

must be in USD.

1Week | 1 Month | 6 Month 3. Govt is against any increase in power tariff in current financial year so gross

Trade Value 25.06 12.48 25.72 margin will continue to be lower than previous periods.
Per Share Ratio (BDT) |Financial Statement's Focus Points

2010-11 | 2011-12 |2013(HY)
EPS 5.68 3.22 2.40 As an electricity distribution company, DESCO’s revenue mainly stems from
PE 2319 27.36 16.31 electricity sales to the end users. The company purchases electricity at Bulk Tariff
PEG Negative | Negative 033 and sells the same at Retail Tariff to its customers. Both of the Bulk and Retail
BPS (NAV) 45.98 4054 43.36 Tariff of electricity is fixed by the Bangladesh Energy Regulatory Commission. In

FY2011-12, the company has made some operational improvement regarding
reduction of system loss (8.54% in FY11-12 against, 8.79% in FY10-11).

i 0,
|Other Important Ratios ( /0) Electricity sales increased by 29.79% from the previous year. In the FY11-12, the

2010-11 | 2011-12 |2013(HY)

company suffered from foreign exchange loss due to devaluation of BDT against
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ROE 14.90 7.94 6.38 USD. Net profit after tax registered a 43.2% negative growth in FY11-12
ROA 5.04 257 217 compared to that of FY10-11. Recently, DESCO has reported net profit after tax of
Debt to Equity 138:1 144:1 1.30:1 | [BDT 719.82 million with EPS of BDT 2.40 for the first six months of current year
Dividend 10C,25B | 10C,15B (July'12 to Dec'12) as against BDT 405.68 million and BDT 1.36 respectively for
Dividend Yield 0.76 114 the same period of the previous year.
|Growth (%) |Company Insight
2010-11 | 2011-12 |2013(HY)
Net Revenue 13.52 29.86 43.85 Field level operations of Dhaka Electric Supply Company Limited (DESCO)
Operating Income 3044 -50.77 14 started in 1998 with taking over of the electric distribution system of Mirpur area
from the previous Dhaka Electric Supply Authority (DESA). (DESCO) is one of the
NPAT -17.38 -43.23 7169 principal electric power distribution companies covering a stipulated zone of
Total Asset 11.23 177 Dhaka. The company has extensive experience and expertise in implementing
BPS(NAV) -15.92 -11.84 6.96 new distribution projects and expanding Bangladesh’s distribution system.




LAST ONE YEAR PRICE & VOLUME MOVEMENT
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TERMINOLOGY

Net Profit After Tax (NPAT): Profit available to the common shareholders of the company.

Book Value Per Share (BPS)/Net Asset Value (NAV) per share: Net Asset Value/ Number of Outstanding Common Stocks
Return on Asset (ROA): Net Profit after Tax/ Average Asset

Return on Equity (ROE): Net Profit after Tax/ Average Equity

Free Float : % of total shares not owned by Sponsors/Directors,and Govt.

RATING CRITERIA & DEFINITION

STRONG | [This recommendation is used for stocks whose current market price offers a deep discount to our 12-Month target
BUY price and has an upside potential in excess of 20%

This recommendation is used for stocks whose current market price offers a discount to our 12-Month target price and

BUY . -
has an upside potential between 10% to 20%
HOLD This recommendation is used for stocks whose current market price offers a discount to our 12-Month target price and
has an upside potential between 0% to 10%
NEUTRAL This recommendation is used for stocks whose current market price offers a premium to our 12-Month target price
and has a downside potential between 0% to -10%
SELL This recommendation is used for stocks whose current market price offers a premium to our 12-Month target price

and has a downside beteen -10% to -20%

sTRONG [ [This recommendation is used for stocks whose current market price offers a premium to our 12-Month target price
SELL and has a downside potential in excess of 20%

CONTACTS
RESEARCH & DEVELOPMENT UNIT [| conTACTS || HEAD OFFICE
MD. ABDULLAH ABU SYADE PRINCIPAL OFFICER | |Tel-95650101,9569846 ADAMIJEE COURT (1st FLOOR), 115-120, Motijheel
MD. RABIUL HASSAN PRINCIPAL OFFICER | |EXT: 119,114 C/A, DHAKA-1000

DISCLAIMER

This document is not for public distribution and has been furnished for DBL SECURITIES LIMITED (DBSL) management and client solely for information and must|
not be reproduced or redistributed to any other person. Persons into whose possession this document may come are required to observe these restrictions. Opinion
expressed here is our current opinion as of the date appearing on this material only. We do not undertake any responsibility to inform you as to any change of our
views expressed in this document. While we endeavor to update on a reasonable basis the information discussed in this material, DBSL, its associated companies,
their directors and employees are under no obligation to update or keep the information current. Also, there may be regulatory, compliance, or other reasons that,
prevent us from doing so. Prospective investors and others are cautioned that any forward -looking statements are not predictions and may be subject to change
without notice. Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed
herein. The information in this document has been printed on the basis of publicly available information, internal data and other reliable sources believed to be true
and are for general guidance onl y. While every effort is made to ensure the accuracy and completeness of information contained, the company gives no guarantee
and assumes no liability for any errors or omissions of the information. No one can use the information as the basis for any claim, demand or cause of action.
Recipients of this material should rely on their own investigations and take their own professional advice. Each recipient of this document should make such
investigations 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 their own advisors to determine the merits and risks of such an investment. Price and value of the investments
referred to in this material may go up or down because past performance is not a guide for future performance. DBSL, and affiliates, including the analysts who have
issued this report, may, on the date of this report, and from time to time , have long or short positions in, and buy or sell the securities of the companies mentioned
herein or engage in any other transaction involving such securities and earn brokerage or compensation or act as advisor or have other potential conflict of interest
with respect to company/ies mentioned herein or inconsistent with any recommendation and related information and opinions. DBSL and affiliates may seek to
provide or have engaged in providing brokerage or other services in any transaction to the companies referred to in this report, as on the date of this report or in the
past.




