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EPCL: Management Call Takeaways

= Engro Polymer & Chemicals Limited (EPCL) held a corporate briefing session
to discuss the THFY25 financial results and provide key insights on the future
outlook for the Company.

= EPCL reported revenue of PKR 37.6bn, a 9% YoY increase, primarily due to
higher PVC sales volumes. However, profitability remained severely
impacted, with a loss of PKR 3.2 billion (LPS: PKR 3.55).

= The PVC market faced significant pressure globally due to weak construction

demand and oversupply. Domestically, demand improved slightly in Q1 and
Q2, supported by real estate recovery, although construction activity overall
remains subdued. Margins remain under pressure due to declining product

prices and rising input costs.

Engro Polymer & Chemicals Limited (EPCL) held a corporate briefing
session to discuss the THFY25 financial results and provide key insights on
the future outlook for the Company.

Key highlights from Corporate Briefing

EPCL reported revenue of PKR 37.6bn, a 9% YoY increase,
primarily due to higher PVC sales volumes. However, profitability
remained severely impacted, with a loss of PKR 3.2 billion (LPS:
PKR 3.55).

The PVC market faced significant pressure globally due to weak
construction demand and oversupply. Domestically, demand
improved slightly in Q1 and Q2, supported by real estate recovery,
although construction activity overall remains subdued. Margins
remain under pressure due to declining product prices and rising
input costs.

PVC remains EPCL's primary revenue driver, contributing ~80% to
the contribution margin, with the remaining 20% coming from the
chlor-alkali segment. The core delta (PVC-ethylene spread)
averaged US$ 275/ton, dipping to a low of US$ 240/ton in Mar-25
and recovering to US$ 301/ton by Jun-25. This remains below
historical averages. The decline in core delta, combined with weak
pricing, has led to margin compression and continued losses over
the past 4-5 quarters.
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The management highlighted that gas remains a major cost
component. As of Mar-25, captive gas cost rose to PKR
3,500/MMBtu with an added levy of PKR 791/MMBtu, totaling
PKR 4,291/MMBtu. A revised levy of PKR 238/MMBtu was notified
effective Jul-25, but its retrospective applicability is being
contested in court. Processed gas prices were also raised to PKR
2,300/MMBtu from Jul-25. EPCL has made a provision of PKR 1bn
for the gas levy for Mar—Jun 2025, with cumulative provisions
reaching = PKR 1.4 billion.

The management expressed that energy cost optimization
remains a top priority for the company. However, EPCL does not
have grid connectivity, which limits operational flexibility. The
company is actively exploring alternative energy sources,
including coal and renewable energy, but no firm timeline has
been disclosed.

Looking ahead, EPCL expects gradual margin recovery in 2HFY25,
supported by potential interest rate cuts, ongoing market
development initiatives, and an anticipated rebound in
construction activity. Core delta improvement will hinge on
sustained ethylene price softness and stable PVC demand.
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Important Disclaimer and Disclosures

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 IGI 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 |G| 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.

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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