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FFC: 1QCY26 Management Call Takeaways

= Fauji Fertilizer Company Limited (FFC) held an investor briefing session to
discuss the 1QCY26 financial results and provide key insights on the future
outlook for the Company.

=  To recall, the Company reported 1QCY26 earnings of PKR 17.5bn (EPS PKR
12.1), up by +32%y/y compared to PKR 13.3bn (EPS PKR 9.3) in the similar
period last year. On quarterly basis, profitability was up by +10%q/q during
1QCY26.

= During 1QCY26, the industry’s urea sales declined by -5.6%y/y to 1,037KT
compared to 1,099KT sold in same period last year. However FFC's urea
offtakes increased by +12% y/y to 601 KT. FFC's urea market share also
inclined to 58% compared to 49% a year earlier. In the DAP market,
industry sales surged by +94%y/y to 290KT whereas FFC DAP offtakes
increased by +2.0xy/y to 181KT. FFC's share in the DAP market also
increased 63% vs 59% in the same period of last year.

Fauji Fertilizer Company Limited (FFC) held an investor briefing session to
discuss the 1QCY26 financial results and provide key insights on the future
outlook for the Company.

FFC reported increase in earnings of +32%y/y to PKR 12.1/share during
1QCY26

To recall, the Company reported 1QCY26 earnings of PKR 17.5bn (EPS PKR
12.1), up by +32%y/y compared to PKR 13.3bn (EPS PKR 9.3) in the similar
period last year. On quarterly basis, profitability was up by +10%q/q
during 1QCY26. The Company announced an interim dividend of PKR
8.5/share along with the result.

Key highlights from management conference call

= During 1QCY26, the industry’s urea sales declined by -5.6%y/y to
1,037KT compared to 1,099KT sold in same period last year.
However, FFC's urea offtakes increased by +12% y/y to 601 KT.
FFC's urea market share also inclined to 58% compared to 49% a
year earlier. In the DAP market, industry sales surged by +94%y/y
to 290KT whereas FFC DAP offtakes increased by +2.0xy/y to
181KT. FFC's share in the DAP market also increased 63% vs 59%
in the same period of last year.

= The management also disclosed the major components of
profitability. It was noted that 24% of the profitability was
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contributed from dividend income amounting to PKR 4.2bn
whereas in the same period last year the company received PKR
2.0bn in dividends contributing 15% to the total profitability.

The management also noted that the government has set an
agricultural growth target of ~4.5% for FY26 which is higher than
last year's target of ~1.5% but growth may face challenges amid
the ongoing regional crisis.

The management also informed that as at March 2026, the urea

industry inventory stands at 803KT of which FFC holds 106KT. On
the other hand, the DAP inventory stands at 209KT of which FFC

holds 92KT.

The Company also informed that a 15-days long turnaround is
scheduled for one of the urea plants in September. Moreover, gas
supply disruptions at the FFC's urea plant in Port Qasim led to a
decline of ~50,000 tons in urea production, but operations have
since normalized.

The management also highlighted that even though the urea
industry inventory stands at around 1mn tons, the Country is
facing severe urea supply issues. Global prices have also doubled
due to geopolitical factors. The Company has partially passed on
the impact of higher costs to protect the farmer's affordibibility.
Going forward, the Company plans to gradually increase its prices
as inflation and fuel costs persist.

The management expressed his concerns over the sharp rise in
Sulphur and phosphoric acid prices due to supply chain
disruptions as ~50% of the global Sulphur supply originates from
the Middle East with nearly 97% transported via the Strait of
Hormuz. Sulphur prices have surged from ~USD300/ton to
~USD1,100/ton, while phosphoric acid imports from Morocco are
also facing cost and supply risks despite management’s mitigation
efforts.

Regarding the PIA deal, the management noted that the
consortium has exercised its call option to acquire a further 25%
stake in PIA, while FFC's ownership will remain unchanged at 34%.
It plans to secure full ownership by April-May 2027, with payment
timing dependent on the fulfillment of Conditions Precedent
(CPs).
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Research Analyst(s) Certification: The Research Analyst(s) hereby certify that the views about the company/companies and the security/ securities
discussed in this report accurately reflect his or her or their personal views and that he/she has not received and will not receive direct or indirect
compensation in exchange for expressing specific recommendations or views in this report. The analyst(s) is principally responsible for the
preparation of this research report and that he/she or his/her close family/relative does not own 1% or more of a class of common equity securities
of the following company/companies covered in this report.

Disclaimer: The information and opinions contained herein are prepared by |Gl Finex Securities Limited and is for information purposes only. Whilst
every effort has been made to ensure that all the information (including any recommendations or opinions expressed) contained in this document
(the information) is not misleading or unreliable, IGI Finex Securities Limited makes no representation as to the accuracy or completeness of the
information. Neither, IGI Finex Securities Limited nor any director, officer or employee of I1GI Finex Securities Limited shall in any manner be liable
or responsible for any loss that may be occasioned as consequence of a party relying on the information. This document takes no account of the
investment objectives, financial situation and particular needs of investors, who shall seek further professional advice before making any
investment decision. The subject Company (ies) is a client of the I1GI Finex Securities Limited and IGI Finex Securities offers brokerage services to
Subject Company (ies) on a regular basis, in line with industry practice. This document and the information may not be reproduced, distributed or
published by any recipient for any purpose. This report is not directed or intended for distribution to, or use by any person or entity not a client of
IGI Finex Securities Limited, else directed for distribution. All Research Analysts are receiving fixed pay and reporting directly to Head of Research
who reports to CEO.

Rating system: |G| Finex Securities employs three tier ratings system, depending upon expected total return (return is defined as capital gain
exclusive of tax) of the security in stated time period, as follows:

Recommendation Rating System

Buy if target price on aforementioned security (ies) is more than 10%, from its last closing price(s)

Hold if target price on aforementioned security (ies) is in between -10% and 10%, from its last closing price(s)
Sell if target price on aforementioned security (ies) is less than -10%, from its last closing price(s)

Valuation Methodology: To arrive at Target Prices, |Gl Finex Securities uses different valuation methodologies including
- Discounted Cash Flow (DCF)
- Reserve Based DCF
- Dividend Discount Model (DDM)
- Justified Price to Book
- Residual Income (RI)
- Relative Valuation (Price to Earning, Price to Sales, Price to Book)

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

Basic Definitions and Terminologies used: Target Price: A price target is the projected price level of a financial security stated by an investment
analyst or advisor. It represents a security's price that, if achieved, results in a trader recognizing the best possible outcome for his investment, Last
Closing: Latest closing price, Market Cap.: Market capitalization is calculated by multiplying a company's shares outstanding by current trading
price. EPS: Earnings per Share. DPS: Dividend per Share. ROE: Return on equity is the amount of net income returned as a percentage of
shareholders’ equity. P/E: Price to Earnings ratio of a company's share price to its per-share earnings. P/B: Price to Book ratio used to compare a
stock's market value to its book value. DY: The dividend yield is dividend per share, divided by the price per share.
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