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Directors’ Report for the three months ended March 31, 2026 

The Directors of Engro Holdings Limited (the “Company”) are pleased to present their report for the 
first quarter ended March 31, 2026. 
 
During the quarter, global conditions initially showed signs of stability but weakened toward the end of 
February following the escalation of the United States/Israel–Iran conflict. The resulting disruption in 
energy markets pushed Brent crude above US$100 per barrel, leading to heightened volatility across 
LNG and fuel supply chains and intensifying global inflationary pressures. This reinforced the growing 
linkage between geopolitical risks and energy markets, with implications for trade flows and pricing 
dynamics. 
 
Against this backdrop, Pakistan's diplomatic engagement in facilitating a two-week ceasefire between 
the United States and Iran on 8 April 2026, through coordinated efforts led by the Prime Minister and 
the Field Marshal, represents a constructive contribution toward regional de-escalation and supported 
near-term stability in market sentiment. 
 
On the domestic front, macroeconomic indicators showed early signs of improvement but came under 
renewed pressure toward the end of the quarter. Inflation rose to 7.3% YoY in March 2026, while the 
trade deficit widened to US$27.8 billion (+23% YoY), primarily driven by higher energy import costs and 
regional uncertainty.  
 
The KSE-100 Index declined by 14.5% during 1QCY26 amid global risk-off sentiment and oil price 
shocks; however, relative currency stability and continued progress under the IMF program supported 
macroeconomic stability. 
 
Pakistan does not only face a shortage of infrastructure; it also underutilises what it already has. 
Building new capacity requires time and capital. Using existing capacity better requires coordination 
and clearer prioritisation. In a capital-constrained environment, this distinction matters. 
 
In the LNG and fertilizer value chains, current market conditions create a time-bound opportunity at a 
system level. Better alignment between LNG imports, pipeline capacity and fertilizer production across 
the industry could unlock additional value using existing infrastructure rather than new investment. 
While this requires coordination beyond any one company, it highlights the broader potential to improve 
returns by utilising what already exists more effectively.  
 
Our Central Goal 
 
Engro Holdings remains focused on disciplined stewardship of shareholder capital, with the objective 
of generating sustainable, compounding cashflows per share over the long term. 
 
This commitment is anchored not only in financial outcomes but also in Character and Good Manners 
(CGM), encompassing Truthfulness, Trustworthiness, Humility, Integrity, and Striving in Hardship 
(TTHIS). We view CGM not as a destination achieved, but as an ongoing journey that continues to shape 
how we think, decide, and act. That is the promise: not the absence of error, but the honesty to face it. 
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Financial Performance 
 
For the three months ended March 31, 2026, the Company reported consolidated PAT of PKR 15,928 
million (attributable to shareholders: PKR 10,236 million), compared to PKR 4,040 million (attributable 
to shareholders: PKR 1,827 million) in the corresponding period last year, translating into an EPS of PKR 
8.50 versus PKR 1.52. Prior period results included one-off impairment and related adjustments on 
thermal assets. Excluding this, PAT attributable to shareholders improved from PKR 4,808 million to 
PKR 10,236 million – growth of PKR 5,428 million year-on-year. The increase in core earnings is driven 
by inclusion of Deodar’s financial results, higher volumes with improved margins in fertilizer and 
polymer businesses, and continued cost optimization efforts across the group. 
 
On a standalone basis, the Company reported a loss after tax (LAT) of PKR 110 million, compared to a 
profit after tax (PAT) of PKR 107 million in the corresponding period last year, translating into an EPS 
of PKR (0.09) versus PKR 0.09. Shareholders should not read this as a deterioration. The result reflects 
the Group’s capital allocation approach, where cash is retained at the operating level unless required 
upstream. For the foreseeable future, standalone profitability is not a meaningful measure of 
performance; consolidated cashflow per share is the appropriate lens, and it is on that basis that we 
ask to be measured. 
 
Our Assets 
 
Fertilizers 
The fertilizer segment delivered improved performance during the quarter, supported by higher urea 
offtake driven by better farmer economics and water availability. 
 
Inventory levels increased during the period and remain an area to monitor. Margins continue to be 
influenced by input costs, particularly phosphates (DAP), packaging and energy. While urea pricing 
remains relatively stable, movements in input costs and the phosphates segment remain key drivers of 
profitability. 
 
Polymers 
The polymer business delivered improved profitability during the quarter, supported by stronger PVC 
margins and stable operations. 
 
However, elevated RLNG prices and energy levies remain key headwinds. While the business benefits 
from its position as the only domestic PVC producer, it operates with structurally higher energy costs 
than international producers. This cost gap continues to constrain long-term competitiveness. 
 
During the quarter, Lotte Chemical Pakistan Limited expressed interest in acquiring Engro Corporation’s 
shareholding in EPCL. We are evaluating this opportunity and will update the market as appropriate. 
 
Telecom Infrastructure (Towers) 
In the towers business, returns are driven primarily by utilisation of existing sites through colocation 
rather than only expanding the footprint. The focus remains on increasing tenancy across the current 
network, which improves returns without significant additional capital. 
 
Industry structure is an important driver of this. Consolidation among operators can improve pricing 
discipline and support higher ARPUs, enabling greater investment in network quality and coverage. 
While this may create some near-term rationalisation in networks, it strengthens the sector’s ability to 
invest over time. 
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The rollout of 5G further reinforces this dynamic. Growth in data consumption, along with increasing 
demand for network reliability and speed, is expected to drive densification, higher power requirements 
and greater fiber connectivity across the ecosystem. 
 
In this environment, our role is gradually evolving beyond simply providing sites, as we work more 
closely with customers to support efficient network rollout. By aligning infrastructure availability with 
customer requirements, we can help improve utilisation of existing sites while lowering the overall cost 
of network expansion for operators. Over time, this alignment between demand, investment and 
infrastructure utilisation is expected to be a key driver of growth. 
 
Energy 
The energy portfolio continues to generate steady cashflows, supported primarily by availability-based 
returns rather than dispatch levels. This provides stability in earnings, although the broader power 
system continues to face structural inefficiencies. 
 
Our assets are anchored in local resource utilisation. The Thar coal mine and power plant generate 
electricity from domestic coal, while the Qadirpur plant uses indigenous gas. These assets sit among 
the lower-cost sources of power in the system and reduce reliance on imported fuels. 
 
At a system level, parts of the generation fleet, including low-cost capacity, remain underutilised due to 
transmission constraints and demand absorption. Addressing these bottlenecks would improve overall 
efficiency and enable more productive use of existing capacity. 
 
Within this context, our focus remains on maintaining operational reliability and cost discipline, while 
navigating ongoing regulatory and sector reforms. 
 
Terminals 
While contributing less than 3% to profitability, the terminals business plays a critical strategic role, 
supporting approximately 15% of Pakistan's gas supply. 
 
Throughput remains exposed to LNG supply disruptions, particularly in the context of geopolitical 
instability. Over the longer term, liberalisation of the LNG sector and effective third-party access could 
enable more efficient utilisation of infrastructure. 
 
The renewal of the Implementation Agreement for Engro Vopak remains a priority; we continue to 
engage constructively with the Government on this matter.  
 
Trading 
The trading business delivered strong topline performance during the quarter, driven by higher volumes 
and margins. Activity remains exposed to supply disruptions and commodity price volatility, while 
continuing to provide diversification and international market access. 
 
Foods 
Pakistan's dairy sector remains one of the country's most significant consumer categories, contributing 
approximately 5% to GDP and representing an estimated PKR 5 trillion market. However, only around 
5% to 7% of total milk consumed is processed, highlighting substantial headroom for formal market 
expansion. Within this context, the business retains an estimated 60% market share of the processed 
segment. Consumer preference for lower-priced loose milk, often perceived as fresher or higher quality, 
continues to influence category dynamics and makes broad-based conversion to packaged milk 
gradual in nature. 
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In this context, sustained value creation depends on strengthening value-added dairy categories, 
expanding distribution capabilities and improving market reach and penetration. The business 
continued to execute against this strategy resulting in a notable increase in profitability versus last year 
supported by higher sales of value-added products, efficiency gains across the value chain and stronger 
overall volumes while maintaining disciplined cost and operational controls. We remain mindful that 
the business is still in the early stages of this transition - early signals are encouraging, but consistent 
execution over time will be the real test. 
 
Capital Allocation 
 
Your Board has elected not to declare an interim cash dividend for the quarter ending March 31, 2026. 
During the year, the Board approved a proposal to undertake a share buyback, which will be presented 
to shareholders for approval at the Annual General Meeting scheduled for April 28, 2026.  
 
This decision is grounded in the Company’s disciplined capital allocation framework, which prioritises: 
(i) maintaining balance sheet strength and liquidity; (ii) reinvestment in high-return internal 
opportunities; (iii) evaluation of external growth opportunities; (iv) share buybacks; and (v) dividends. 
 
In this context, the Board considered returning cash through dividends but chose to retain flexibility 
given ongoing investment commitments and current market conditions.  
 
The proposed buyback is intended not only as a mechanism for capital return, but also as an optionality 
tool, providing the Company with flexibility to act when the Company’s shares trade meaningfully below 
their intrinsic value. 
 
Business Outlook 
 
As we look ahead, Pakistan’s macroeconomic environment remains vulnerable to ongoing geopolitical 
tensions, particularly the conflict in the Middle East, which is impacting global energy markets, trade 
flows, and supply chains. Elevated oil prices, freight disruptions, especially around key maritime routes  
and currency pressures are expected to sustain inflationary trends and strain external balances. While 
macro stability at the start of the year provided some support, the current external shocks may weigh 
on growth, increase input costs, and disrupt availability of critical commodities going forward. In this 
environment, operational resilience and disciplined capital allocation remain central to sustaining 
performance. 
 
Fertilizers: Margins remain sensitive to DAP prices and vessel availability, while urea demand is 
supported by farmer economics and favourable water availability ahead of the Kharif season. Global 
supply chain risks persist. 
 
Polymers: Despite improvement in PVC prices, the business remains exposed to elevated energy costs 
and supply constraints in key inputs arising from cargo disruptions. 
 
Towers: Growth will depend on colocation demand and customer investment cycles, particularly as 5G 
rollout progresses. The focus remains on building on the progress made in the first year as a combined 
platform, while maintaining disciplined capital allocation and supporting the expansion of digital 
connectivity across Pakistan. 
 
Energy: The business is expected to remain stable, with EPTL and EPQL continuing to operate reliably 
while supporting the economy through the use of local fuel, particularly at a time of global turmoil when 
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imported fuel costs remain elevated. However, mining operations at SECMC may face disruptions in 
case of diesel shortage. 
 
Foods: Demand remains sensitive to consumer purchasing power in an inflationary environment, while 
the business focuses on cost optimisation and expanding its value-added portfolio. 
 
Terminals: Throughput remains exposed to LNG supply disruptions and potential force majeure events 
linked to the Middle East conflict, which could reduce throughput and lead to lower capacity utilisation. 
 
Trading: Activity remains constrained by supply-side disruptions, including force majeure by major 
suppliers and closure of product flow through the Strait of Hormuz, with higher commodity prices 
further impacting customer demand. 

 
Closing 
 
The portfolio remains aligned with long-term demand across food, energy, and digital infrastructure. 
Management continues to monitor the evolving geopolitical and geo-economic landscape and is 
actively evaluating mitigations across each business. 
 
As stewards of your capital, we do not promise the absence of mistakes, but we do commit to honest 
accountability, disciplined learning, and continuous improvement in every decision we make. Our 
responsibility is to allocate capital thoughtfully, act with integrity, and remain focused on building a 
stronger enterprise that can compound durable long-term value for all shareholders. 
 

 
 
 
 
 
 

Hussain Dawood   Abdul Samad Dawood 
Chairman   Chief Executive Officer 

 

 




