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Mughal Iron & Steel (MUGHAL PA)
FY26 Annual Report Takeaways

Mughal Iron & Steel Industries Ltd. (MUGHAL) reported FY26 standalone NPAT of PKR2.5bn (EPS: PKR6.75), up 158% YoY from
PKR966mnN (EPS: PKR2.83), even though net sales fell 13% YoY. Consolidated NPAT stood at PKR2.2bn (EPS: PKR5.95), up 157% YoY.
The gap to standalone is mainly the PKR323mn of interest on the loan to subsidiary Mughal Energy, which is eliminated on
consolidation. MUGHAL announced a final cash dividend of PKR2.00/sh, resuming payouts after no dividend in FY25.

Key Takeaways

= Lower prices and exports weigh on topline: Net sales fell 12.8% YoY to PKR78.0bn on lower average selling prices and a 53%
YoY drop in exports to PKR6.5bn. Local sales declined a milder 5% YoY to PKR71.5bn, as higher ferrous volumes partly offset
softer prices.

= Margins expand on better mix: Gross margin improved 2.0ppt YoY to 11.1%, lifting gross profit 6% YoY to PKR8.7bn. Ferrous
gross profit rose 29% YoY to PKR6.2bn (margin: 8.8% vs. 6.6%), with girders' share of ferrous revenue rising to 39% (FY25: 37%)
while billets fell to 2% (FY25: 4%).

= Higher utilization: Melting output rose 15.5% YoY to 347,140MT (utilization: 59% vs. 51%), and re-rolling output rose 6.4% YoY
to 325,171MT (utilization: 52% vs. 48%).

= Non-ferrous scaled back: Non-ferrous sales fell 58% YoY to PKR6.6bn as management turned selective amid volatile copper
prices, and the 90,000MT recycling plant stayed idle (FY25: 38,773MT processed). The segment still earned a 36% gross margin
(FY25: 21%), with copper products at 98% of segment revenue, mostly exported to China.

= Finance cost down a third: Finance costs fell 33% YoY to PKR3.8bn on lower benchmark rates, while other income nearly tripled
to PKR549mn. Administrative expenses rose 30% YoY to PKR1.2bn on higher salaries and debt-related fees.

= Capex milestones: Mughal Energy achieved COD on the main 31.5MW turbine of its 36.5MW captive hybrid power plant on 31
Aug'26, which should help contain energy costs (fuel and power: PKR9.9bn, 15% of manufacturing cost). Major works on the bar
re-rolling mill BMR are complete, enabling T-iron and other mini-sections.

= Leverage and receivables rise: Long-term financing rose to PKR16.4bn (FY25: PKR5.1bn), including a PKR10bn permanent
working capital facility, taking gearing to 51.2% (FY25: 49.3%). Trade debts rose 50% YoY to PKR22.9bn, with a PKR103mn credit
loss charge.

MUGHAL's FY26 result shows the payoff from refocusing on the domestic ferrous business: higher volumes, a richer product mix
and lower borrowing costs more than offset weaker prices and the retreat from non-ferrous. The captive power plant and BMR
should support margins in FY27, alongside the government's push on housing and infrastructure. We have a TP of PKR105/sh on
the scrip.
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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: Not applicable
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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
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are the subject matter of the report are necessarily considered.
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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”).

Distribution outside US

This report is not intended for distribution to the public and may not be reproduced,
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