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Auto Sector: Strong sales leading record profitability

= We review Auto sector’s profitability for Jun-2026 quarter based on cumulative figures of eight listed Auto companies.

= The sector recorded its most profitable quarter in Jun-2026, with earnings rising 44% YoY, driven by 34% YoY topline growth
on 29% higher volumes (PAMA) alongside healthy pricing and stronger other income (+54% YoY) from SIDC gains.

= OnaQoQ basis, earnings growth remained subdued at around 4%, as a 3ppts decline in gross margins, mainly due to higher
shipping and freight costs amid the Middle East conflict, more than offset the impact of a 10% QoQ increase in net sales.

= The draft Auto policy has been finalized, though IMF consultation expected in October, and subsequent Cabinet approval
remain pending. The draft policy seems to favor NEV producers through reduced duties, sales tax etc, while gradually
reducing protection for local manufacturers by lowering tariffs on imported vehicles.

4QFY26 Review: Strong sales supporting growth
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increase in volumes, alongside healthy pricing. SAZEW remained the strongest
performer, with topline surging 181% YoY, supported by a sharp increase in SUV
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automakers yet to announce any major price increases to pass on higher costs.
This could keep margins under pressure in 1QFY27.

For FY26, the sector’s average gross margins remained relatively stable YoY at
~17%, supported by improved fixed cost absorption amid higher volumes and a
stable exchange rate.

SIDC gains propelled other income during 4QFY26

The sector’s other income surged 54%/75% YoY/QoQ, largely driven by one-off
gains related to Sindh Infrastructure Development Cess (SIDC), recorded by three
Japanese manufacturers, HCAR, ATLH and INDU, amounting to Rs1.59bn,
Rs2.12bn and Rs3.20bn, respectively.

Record profitability amid strong sales and healthy pricing
Our sample recorded its highest-ever quarterly profitability in 4QFY26, with  Auto sector: Company-wise YoY PAT trend

cumulative PAT rising 44% YoY to ~Rs30bn, largely driven by strong volumes. 4QFY26 4Q trailing

SAZEW emerged as the top performer, with PAT surging 151% YoY, supported by
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The draft Auto Policy has been approved by the Prime Minister, though IMF
consultations expected in October, and subsequent Cabinet approval remain
pending. The proposed policy offers incentives to NEV manufacturers through 69% 62% 579,
reduced duties and sales tax, while gradually lowering protection for local °47%
assemblers through reduced tariffs on CBUs. For further details, please refer to our

recent report 'Auto policy: Key proposals’. 22%
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Auto sector: Key valuations
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