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. The Pakistani steel sector delivered a landmark performance in FY26, staging a
decisive turnaround from a net loss in FY25 to profitability, driven by improved
construction activity and stronger demand for long/flat steel products. We selected Netsales 294,690 246,329 20% 83,788 28% 14%
the eight main listed companies from the long and flat steel segments. These

PKR mn FY26 FY25 YoY 4QFY26 YoY QoQ

. . Cost of sales 264,443 228,795 16% 73,860 22% 10%
companies' market cap comprises 2.4% of the total market cap of the KSE100. ° ° °
. . . . Gross profit 30,250 17,533 73% 9,926 116% 48%
. Steel sector earnings staged a strong recovery in FY26, turning profitable from a net P

loss in FY25, supported by improved construction activity and stronger demand. Net  Administrative expenses 5,008 4,391 14% 1,461 36% 32%

sales rose 20% YoY to PKR 294.7bn, reflecting sustained revenue momentum across ] .
Operating profit 17,595 8,580 105% 6,032 161% 61%

quarters.

Financial charges 12,934 18,544 -30% 2,576 -29% -14%

. Revenue growth outpaced cost growth, with cost of sales rising 16% YoY to PKR
264.4bn. Consequently, gross profit surged 73% YoY to PKR 30.3bn, while gross margin  Otherincome 3,137 4,245 -26% 191 -14% -76%
expanded to 10% from 7% (+315bps), marking a clear operational turnaround.

Other charges 2,748 2,226 23% 1,224 72x 74%
. Administrative expenses increased 14% YoY to PKR 5.0bn. However, operating profit . .
more than doubled by 105% YoY to PKR 17.6bn, highlighting the sector’s operational Frofitbeforetax 8,580 (7,899) hm 2,377 nm  154%
recovery. Taxation 3,195 (15) nm 1,315 29% 184%
. Financial charges declined 30% YoY to PKR 12.9bn, providing a PKR 5.6bn earnings  profit after tax 5,520 (8,060) nm 1,113 nm 100%
benefit and further supporting the bottom-line turnaround. Other income declined .
26% YoY to PKR 3.1bn, while other charges increased 23% YoY to PKR 2.7bn. S
« As a result, net margin turned positive at 2% in FY26 vs -3.% in FY25, reflecting a  ©ross Margin 10% 7% 12%
broad-based improvement in sector profitability. Net Margin 2% 3% 1%
. 4QFY26 helped strengthened the recovery, with net sales up 28% YoY and 14% QoQto 7R 37% nm 55%

PKR 83.8bn. Gross profit rose 116% YoY and 48% QoQ to PKR 9.9bn, taking gross

. The stronger gross margins and lower finance costs lifted 4QFY26 PAT to PKR 1.1bn, up
100% QoQ, compared with a net loss of PKR 2.1bn in 4QFY25.
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. At the company level, earnings were led by ISL (PAT +136% YoY to PKR 3.7bn) and MUGHAL

) PAT (PKR mn) FY26 FY25 YoY  4QFY26 YoY
(+157% YoY to PKR 2.5bn), while ASL and ASTL posted strong turnarounds. INIL also recorded
45% YoY PAT growth to PKR 1.6bn, while CSAP remained broadly stable. AGHA (4,747) (7,211) -34%  (2,010) nm nm
. . . . . ASL 981 1,352 882 26.7 12.9
. AGHA and ITTEFAQ continued to weigh on sector profitability, although their losses narrowed ( ) il X X
to PKR 4.7bn and PKR 322mn, respectively. ASTL 548 (3,811) nm (320) nm nm
. Pakistan’s iron and steel imports increased significantly in FY26, reflecting improving CSAP 1291 1,343 4% °94 nm 84
construction and manufacturing activity. Iron & steel imports rose 27.4% YoY in volume to INIL 1,603 1,104 45% 393 32%  -23%
4.26mn MT, while value increased 13.4% to USD 2.61bn, indicating softer international IsL 3.673 1,550 136% 1,265 108% 0%
prices.
ITTEFAQ (322) (658) nm (55) nm nm
. Meanwhile, iron and steel scrap imports grew 8.2% YoY in volume to 3.77mn MT and 7.5% in
MUGHAL 2,487 966 157% 364 -29% -21%

value to USD 1.97bn. The stronger volumetric growth in iron and steel suggests rising raw-
material demand and improving domestic industrial activity. Total 5,520 (8,060) nm 1,113 nm  100%

. Local production of billets/ingots stood at 3,025 thousand tons in FY26, down 21% from

3,840 thousand tons in FY25. Production of H/CR sheets, strips, coils, and plates remained
broadly stable at 3,371 thousand tons, marginally lower by 2% compared with 3,453
thousand tons in the preceding year.

. For FY27, we expect a gradual recovery in the ferrous segment, supported by the ongoing
“Apna Ghar Program” and favorable budgetary measures, including higher sales tax on
FATA/PATA and increased housing-sector allocations. These measures should support
construction activity and demand for long steel products, building on the FY26 recovery
driven by gross-margin expansion and lower finance costs.
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Disclaimer

Research Dissemination Policy

AL Habib Capital Markets (Pvt.) Ltd. endeavors to make all reasonable efforts to disseminate research to all of its clients
(without any preference or biasness) in a timely manner through either physical or electronic distribution. Nevertheless, all
clients may not receive the material at the same time.

Stock Rating

Investors should carefully read the definitions of all rating used within every research reports. In addition, research reports
carry an analyst’s independent view and investors should ensure careful reading of the entire research reports and not
infer its contents from the rating ascribed by the analyst. Ratings should not be used or relied upon as investment advice.
An investor’s decision to buy, hold or sell a stock should depend on said individual’s circumstances and other
considerations. AL Habib Capital Markets (Pvt.) Ltd. employs a 5-tier rating system — i.e. Buy, Accumulate, Hold, Reduce
and Sell — based on the level of “total expected return” defined as capital gain exclusive of tax. Ratings are frequently
updated and can be changed because of a movement in the stock’s price, revision in the Research Analysts’ estimate of the
stock’s fair value, change in the analyst’s assessment of a company’s business risk, or a combination of any of these factors.
An investor’s decision to Buy, Accumulate, Hold, Reduce or Sell a stock should depend on individual circumstances (such as
the investors existing holdings or investment objectives) and other considerations. Bearing in mind the ratings are tabled
below:

Rating Definition

Buy >20% upside potential

Accumulate >=5% to <=20% upside potential
Hold <5% to >5% potential

Reduce <=-5% to >=-20% downside potential
Sell <-20% downside potential

Ratings are updated daily to account for the latest developments in the economy/sector/company, changes in stock prices and changes in
analyst’s assumptions or a combination of any of these factors

Disclaimer

This report has been prepared by AL Habib Capital Markets (Pvt.) Ltd. and is provided for information purposes only. Under no
circumstances this is to be used or considered as an offer to sell or solicitation of any offer to buy. While 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. From time to time, AL Habib Capital Markets (Pvt.) Ltd. and/or any
of its officers or directors may, as permitted by applicable laws, have a position, or otherwise be interested in any transaction, in any
securities directly or indirectly subject of this report. This report is provided only for the information of professional advisers who are
expected to make their own investment decision without undue reliance on this report. Investments in capital markets are subject to
market risk and AL Habib Capital Markets (Pvt.) Ltd. 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 needs of investors, who should seek further professional advice or rely upon their own judgment and acumen
before making any investment. The view expressed in this report are those of AL Habib Capital Markets (Pvt.) Ltd. Research Department
and do not necessarily reflect those of AL Habib Capital Markets (Pvt.) Ltd. or its directors. AL Habib Capital Markets (Pvt.) Ltd. as a firm
may have business relationship including investment banking relationships, with the companies referred to in this report.

All rights reserved by AL Habib Capital Markets (Pvt.) Ltd. This report or any portion hereof may not be reproduced, distributed or
published any person for any purpose whatsoever. Nor can it be sent to a third party without prior consent of AL Habib Capital Markets
(Pvt.) Ltd.. Action could be taken for unauthorized reproduction, distribution or publication.

Disclosure

AL Habib Capital Markets (Pvt.) Ltd. hereby discloses that all its Research Analysts meet with the qualification criteria as given in the
Research Analysts Regulations 2015 (‘Regulations’). Each Analyst reports to the Head of Research and the Head of Research reports
directly to the CEO of AL Habib Capital Markets (Pvt.) Ltd. only. No person engaged in any non-research department has any influence
over the research reports issued by AL Habib Capital Markets (Pvt.) Ltd. and/or no person engaged in any non-research department (other
than the CEO) has any influence on the performance of the Research Analysts or on their remuneration/compensation matters. The
Research Analyst(s), author of this report hereby certify that all of the views expressed in this research report accurately reflect their
personal, unbiased and independent views about any and all of the subject issuer(s) or securities, and such views are based on analysis of
various information compiled from multiple sources, including (but not limited to) annual reports, newspapers, public disclosures,
financial models etc. The given sources appear to be and consequently are deemed to be reliable for forming an opinion and preparation
of this report. Such information may not have been independently verified or checked by AL Habib Capital Markets (Pvt.) Ltd. or the
Research Analyst, and therefore, all such information as given in this report may or may not prove to be correct. It is hereby certified that
no part of the compensation of AL Habib Capital Markets (Pvt.) Ltd. or the Research Analyst was, is, or will be directly or indirectly related
to the specific recommendation(s) or view(s) in this report.

Disclosure Pertaining To Shareholding/Conflict of Interest

The Research Analyst has not directly or indirectly received any compensation from the Subject Company for preparation of this report or
for the views expressed herein, and the Subject Company is not associated with the Research Analyst in any way whatsoever. No material
information exists (for AL Habib Capital Markets (Pvt.) Ltd. as well as the Research Analyst) which could be a cause of conflict of interest in
issuing this report.

Risks

Investment in securities is subject to economic risk, market risk, interest rate risks, currency risks, credit risks, political and geo political
risks. The performance of company(ies) covered herein might unfavourably be affected by multiple factors including business, economic
and political conditions. Hence there is no assurance or guarantee that estimates, recommendations, opinion, etc given about the
security(ies)/company(ies) in this report will be achieved.

Valuation Methodology

To arrive at our Target Price — the projected price level of a financial security stated by a Research Analyst and which if achieved would
result in a trader recognizing the best possible outcome for his investment -, we use either Discounted Cash Flow or Dividend Discount
Model or Sum of The Parts Valuation or Comparable Method (P/E, P/BV, P/S) or a combination of these techniques.
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