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Mughal Iron & Steel Industries Limited

Annual Report Key Takeaways

MUGHAL published its FY26 Annual Report today. Below are the key takeaways:

T E D

REP-300

Steel Industry Overview

Pakistan’s long-steel demand remains structurally supported by population growth, urbanization, housing shortages and infrastructure development, with
additional demand coming from rural housing, agricultural infrastructure and distributed solar installations.

FY2026 saw a gradual recovery in steel demand amid improving macroeconomic stability; however, elevated energy costs, taxation, subdued investment
and volatile raw-material prices continued to pressure industry profitability.
Geopolitical tensions, particularly in the Middle East, added uncertainty through their impact on energy prices, freight costs, supply chains and inflation.

Despite near-term challenges, the sector’s long-term outlook remains resilient due to Pakistan’s continuing housing and infrastructure requirements.

Copper Industry Overview

The global copper market remained highly volatile during FY26 due to geopolitical developments, US-China trade dynamics and uncertainty in international
trade policies, resulting in significantly higher copper prices.

The increase in copper prices was not matched by the value of the ferrous component of recyclable scrap, materially increasing the risk profile of the
recycling business.

As copper is the principal value component of imported motor and compressor scrap, price volatility affected procurement costs, recoverable values,
inventory valuation and trading margins, particularly because of the time lag between procurement and sale.

In response to these risks, the Group adopted a more selective approach toward non-ferrous operations and emphasized disciplined risk management.

Business, Financial & Operational Review

Consolidated Performance

Consolidated gross sales declined due to lower average selling prices and reduced export volumes, while ferrous sales volumes increased as the Group
strengthened its domestic-market focus; non-ferrous volumes declined due to a more selective approach amid market volatility.
Despite lower revenue, gross margins improved due to a favorable sales mix, enhanced operational efficiencies and disciplined inventory management,

supporting the Group’s focus on sustainable and value accretive growth.
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The Group’s 36.50 MW captive hybrid power project progressed during the year, with the main 31.50 MW turbine commissioned and achieving COD on
315t Aug’26.

The consolidated asset base increased by PKR 24.73bn, resulting in net worth of PKR 36.62bn as at 30" Jun’26 including PKR 36.25bn attributable to
equity holders.

Standalone Financial Performance

Gross sales declined to PKR 90.92bn from PKR 102.79bn, while profit increased significantly to PKR 2.49bn from PKR 0.97bn, supported by higher ferrous
volumes, improved sales mix, operational efficiencies and disciplined inventory management. Finance costs declined due to lower benchmark interest
rates, while administrative expenses increased due to higher employee-related costs and debt-instrument fees.

Asset base increased by PKR 18.40bn, with net worth rising to PKR 36.22bn from PKR 28.82bn. Long-term borrowings increased by PKR 10.00bn from
UBL for working capital and PKR 1.96bn from Bank of Punjab for BMR CAPEX, while inventories declined and trade receivables increased. A PKR 2.50bn
loan was provided to Mughal Energy, of which PKR 1.86bn was repaid.

Operational Performance

Ferrous production increased across both melting and rolling operations, with melting production rising 15.46% to 347,140 MT and rolling mill production
increasing 6.44% to 325,171 MT, reflecting the Group’s stronger focus on its core steel business.

Copper ingot production increased to 1,662 MT from 975 MT, while the recycling plant remained non-operational compared with 38,773 MT of feedstock
processed in the previous year, consistent with the Group’s cautious approach toward non-ferrous operations.

Dividends and Appropriations

The Board, at its meeting held on 15" Sep’26, proposed a final cash dividend of PKR 2.00/share.

Future Outlook and Key Trends

Improving macroeconomic conditions, housing and infrastructure initiatives, and structural demand drivers are expected to support long-steel demand,
while the Group’s focus on rebars, girders and value-added products, supported by the BMR project, is expected to strengthen its ferrous segment.

The Group will remain cautious on non-ferrous operations, with commaodity volatility, geopolitical tensions, energy and freight costs posing key risks.
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Disclaimer: This document has been prepared by Research analysts at Arif Habib Limited (AHL). This document does not constitute an offer or solicitation for the purchase or sale of any
security. This publication is intended only for distribution to the clients of the Company who are assumed to be reasonably sophisticated investors that understand the risks involved in investing in
equity securities. The information contained herein is based upon publicly available data and sources believed to be reliable. While every care was taken to ensure accuracy and objectivity, AHL
does not represent that it is accurate or complete and it should not be relied on as such. In particular, the report takes no account of the investment objectives, financial situation and particular
needs of investors. The information given in this document is as of the date of this report and there can be no assurance that future results or events will be consistent with this information. This
information is subject to change without any prior notice. AHL reserves the right to make modifications and alterations to this statement as may be required from time to time. However, AHL is
under no obligation to update or keep the information current. AHL is committed to providing independent and transparent recommendation to its client and would be happy to provide any
information in response to specific client queries. Past performance is not necessarily a guide to future performance. This document is provided for assistance only and is not intended to be and
must not alone be taken as the basis for any investment decision. The user assumes the entire risk of any use made of this information. Each recipient of this document should make such
investigation 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 his or her own advisors to determine the merits and risks of such investment. AHL or any of its affiliates shall not be in any way responsible for any loss or damage that may be arise
to any person from any inadvertent error in the information contained in this report.




