AHL Alert: Fertilizer
Engro Fertilizers Limited

Result Review: Lower offtakes Hits 1QCY26 Earnings

1QCY26: Earnings clocked in at PKR 2.49/share

Engro Fertilizer Limited (EFERT) announced its results today, reporting a net profit
of PKR 3.3bn (EPS: PKR 2.49) in 1QCY26, up 14% YoY. Alongside the results,
the company announced a DPS of PKR 2.0 for 1QCY26 (80% payout and lower
than historical levels), down from PKR 2.25 last year.

Result Highlights

Net sales grew 25% YoY but fell 63% QoQ, largely due to a sharp 73% QoQ drop in
urea offtake. This comes off after an exceptionally strong Dec’25, when EFERT
recorded its highest-ever quarterly urea sales of 1.03mn tons, resulting in elevated
dealer inventories amid robust Rabi demand and softer demand in the current
quarter.

EFERT had already reduced discounts from PKR 400/bag to PKR 150/bag in
Jan’26 and fully withdrew them from 4th Apr'26, leading to a decline in market share
to 26.9% (vs. 40.9% in Dec’25 and 23.6% in Dec’24). Meanwhile, DAP offtake rose
62.3% YoY to 40k tons.

Distribution costs increased slightly 1% YoY to PKR 3.3bn in 1QCY26.

Finance costs rose 31% YoY, mainly due to PEF-related capex financing and higher
inventory levels, despite lower interest rates.

Cash and short-term investments declined to PKR 17bn in Mar'26 (vs. PKR 24bn
last quarter), while inventories rose to PKR 34.2bn (vs. PKR 25.6bn), reflecting
weaker offtake during the period. The company held ~386k tons of inventory,
accounting for 48% of total industry stocks, marking a significant build-up QoQ.
Consequently, debt levels increased 15% QoQ to PKR 77bn (elevated), compared
to PKR 67bn in the previous quarter.

Recommendation

EFERT is trading at CY26e and CY27f P/E multiples of 11.7x and 9.4x,
respectively.

Exhibit: Financial Highlights
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Income Statement
Net Revenue

Cost of Sales
Gross Profit
Distribution Expense
Admin Expense
Others Income
EBIT

Finance Cost

Profit before Taxation
Taxation

Profit after Taxation
EPS (PKR)

DPS (PKR)

Ratio Analysis
Gross Margins

Net Margins

Return on Equity
Return on Assets
Payout Ratio

ETR

37,790
26,059
11,731
3,256
1,197
382
7,117
1,427
5,560
2,242
3,319
2.49
2.00

31%

9%
56%
12%
80%
40%

1QCY26 1QCY25

30,286
19,604
10,682
3,225
1,236
313
6,006
1,090
4,926
2,028
2,898
2.17
2.25

35%
10%
53%
14%
104%
41%
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4QCY25  QoQ
101,677  -63%
73,491  -65%
28,185  -58%
8,277  -61%
1,006  19%
972  -61%
17,927  -60%
2,050  -30%
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7,954  -72%
8,354  -60%
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28%
8%
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12%
64%
49%
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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.




