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4QFY26 Review: Inventory losses drag profitability

Pakistan State QOil (PSO) posted 4QFY26 NLAT of PKR23.1bn (LPS: PKR49.10), compared to a NPAT of PKR5.6bn (EPS: PKR12.02) in
SPLY. The result came in significantly lower than our expectations on account of greater-than-expected inventory losses. This
takes FY26 NPAT to PKR15.1bn (EPS: PKR32.10), down 28% YoY. The result was accompanied with a DPS of PKR10, in line with
estimates.

Key result highlights for 4QFY26:

= Net Revenue for the quarter was recorded at PKR808.97bn, flat YoY but up 9% QoQ, in line with our estimates. This was
essentially driven by higher average fuel prices during the quarter.

= PSO reported gross margins of -4.2%, down from 2.9% in SPLY, driven by a decline in oil prices relative to the previous
quarter's closing inventory prices, alongside a government-imposed cap on diesel refining margins. The resulting sharp
decline in petroleum product prices led to a significant inventory loss.

= Other expenses recorded a PKR8.5bn reversal, as excess provisions recognized in previous quarters against inventory gains
were reversed following the inventory loss incurred during the current quarter.

= The company’s trade debts declined by 9% QoQ (c.PKR 40bn) to PKR 415bn, indicating an improvement in collections, with the
recovery ratio reaching 105%.

= The company recorded a tax reversal of PKR15.3bn without which NLAT would have been PKR38.3bn (LPS: PKR81.60). ETR for
the entire year landed at 72%.

PSO, as expected by the market, posted a very weak result, primarily driven by inventory losses, which remain largely one-off
items and can swing significantly depending on the prevailing geopolitical environment. The current quarter’s loss partially offset
the gains recorded in the previous quarter. With oil prices likely to remain volatile amid the ongoing conflict in the Middle East,
inventory gains and losses are likely to remain a recurring feature of PSO'’s results in the coming quarters. However, we believe
investors should look through this volatility and focus on the underlying fundamentals of the business, including improving
market share, a reduction in trade debts, the government'’s continued efforts to address outstanding circular debt, and the
potential increase in OMC margins, which remain enduring drivers of core profitability going forward.

PSO: 4QFY26 Result - Unconsolidated

(PKRmn) 4QFY26 4QFY25 YoY QoQ FY26 FY25 YoY
Net sales 808,970 812,837 0% 9% 3,050,026 3,149,389 -3%
Cost of sales 842,652 789,421 7% 28% 2,950,088 3,052,679 -3%
Gross Profit (33,682) 23,417 nm. nm. 99,938 96,710 3%
Distribution expenses 6,648 6,558 1% 18% 23,006 21,078 9%
Administrative expenses 2,886 2,208 31%  60% 8,405 7,432 13%
Other expenses (8,485) (180) n.m. n.m. 6,076 4,135 47%
Other income 4,788 6,967 -31% 17% 17,516 22,131 -21%
Operating Profit (29,942) 21,799 n.m. n.m. 79,968 86,197 -7%
Finance cost 8,369 6,854 22%  42% 25,655 33,718 -24%
Share of profit/loss 2 (529) n.m. n.m. (111) 314 n.m.
Profit Before Taxation (38,309) 14,417 n.m. n.m. 54,202 52,793 3%
Taxation (15,259) 8,774 nm. nm. 39,135 31,881 23%
Profit After Taxation (23,050) 5,643 nm. nm. 15,068 20,911  -28%
EPS (PKR) (49.10) 12.02 nm. nm. 32.10 4454  -28%
DPS (PKR) 10.00 10.00 10.00 10.00
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Ratings Guide* Criteria

Buy Total return expectation of > 15% or expected to outperform the KSE-100 index
Neutral Total return expectation of > -5% or expected to match the return of KSE-100 index
Sell Expected downside of more than 5% or expected to underperform the KSE-100 index

*Based on 12 month horizon unless stated otherwise in the report.

Valuation Methodology: We use multiple valuation methodologies in arriving at a Target Price including, but not limited to, Discounted Cash Flow (DCF), Dividend Discount Model
(DDM) and relative multiples based valuations.

Risks: (i) Worsening of circular debt and constrained cash-flow amid PRL up-gradation, (ii) loss of market share if competition increases in a potentially slowing market, and (iii)
volatility in international oil prices erode profitability.
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Third Party Research
This is third party research. It was prepared by Intermarket Securities Limited (IMS),

with headquarters in Karachi, Pakistan. Intermarket Securities Limited (IMS) is
authorized to engage in securities activities according to its domestic legislation.
Intermarket Securities Limited (IMS) has sole control over the contents of this research
report.

Intermarket Securities Limited (IMS) is the employer of the research analyst(s)
responsible for the content of this report and research analysts preparing this report are
resident outside the U.S. and are not associated persons of any U.S. regulated broker-
dealer. The analyst whose name appears in this research report is not registered or
qualified as a research analyst with the Financial Industry Regulatory Authority (“FINRA")
and, therefore, may not be subject to applicable restrictions under FINRA Rules on
communications with a subject company, public appearances and trading securities
held by a research analyst account.

None of the materials provided in this report may be used, reproduced, or transmitted,
in any form or by any means, electronic or mechanical, including recording or the use of
any information storage and retrieval system, without written permission.

Disclaimers

Investing in any non-U.S. securities or related financial instruments (including ADRs)
discussed in this report may present certain risks. The securities of non-U.S. issuers may
not be registered with, or be subject to the regulations of, the U.S. Securities and
Exchange Commission. Information on such non-U.S. securities or related financial
instruments may be limited. Foreign companies may not be subject to audit and
reporting standards and regulatory requirements comparable to those in effect within
the United States. The value of any investment or income from any securities or related
financial instruments discussed in this report denominated in a currency other than U.S.
dollars is subject to exchange rate fluctuations that may have a positive or adverse
effect on the value of or income from such securities or related financial instruments.

Frontier and Emerging Market laws and regulations governing investments in securities
markets may not be sufficiently developed or may be subject to inconsistent or arbitrary
interpretation or application. Frontier and Emerging Market securities are often not
issued in physical form and registration of ownership may not be subject to a
centralized system. Registration of ownership of certain types of securities may not be
subject to standardized procedures and may even be effected on an ad hoc basis. The
value of investments in Frontier and Emerging Market securities may also be affected by
fluctuations in available currency rates and exchange control regulations. Not all of
these or other risks associated with the relevant company, market or instrument which

are the subject matter of the report are necessarily considered.

Intermarket Securities Limited (IMS) is not registered as a broker-dealer in the United
States and, therefore, is not subject to U.S. rules regarding the preparation of research
reports and the independence of research analysts. This research report is provided for
distribution to “major U.S. institutional investors” and other "U.S. institutional investors”
in reliance on the exemption from registration provided by Rule 15a-6 of the U.S.
Securities Exchange Act of 1934, as amended (the “Exchange Act”).
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This report is not intended for distribution to the public and may not be reproduced,
redistributed or published, in whole or in part, for any purpose without the written
permission of Tellimer. Tellimer shall accept no liability whatsoever for the actions of
third parties in this respect. This report is for distribution only under such
circumstances as may be permitted by applicable law.

This report may not be used to create any financial instruments or products or any
indices. Neither Tellimer, nor its members, directors, representatives, or employees
accept any liability for any direct or consequential loss or damage arising out of the use
of all or any part of the information herein.
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