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Directors’ Report for the nine months ended September 
30, 2026 

The Directors of Engro Holdings Limited (the “Company”) are pleased to present their report for the 
nine months ended September 30, 2026. 
 
The third quarter of 2026 tested the global economy. Renewed hostilities in the Middle East kept oil 
prices volatile, pushing them above US$100 per barrel in September. In Pakistan, this fed through to 
consumer prices: CPI inflation rose to 10.3% in September 2026 from 5.8% a year earlier, and the index 
increased 3.7% over the quarter, driven largely by higher petrol prices while food and electricity prices 
remained relatively stable. The State Bank of Pakistan (SBP) held the policy rate at 11.5% in July and 
September to keep inflation expectations anchored, before raising it by 50 basis points to 12% in 
October as inflation and oil price risks increased. 
 
The external position stayed supportive. Workers’ remittances increased by 14% during July to 
September FY27 to US$10.9 billion, helping to narrow the current account deficit and keep the rupee 
stable. In October, the IMF reached a staff-level agreement with the Government on the next reviews of 
its two programs, which would unlock approximately US$1.2 billion, subject to Executive Board 
approval. This agreement reflects continued confidence in the country’s policy direction. Equity 
markets were more cautious, with the KSE-100 down 5.7% over the quarter to 169,969 points. 
 
Against this backdrop, the developments that matter most for shareholders took place within the 
portfolio. Engro Corporation signed an agreement to sell its shareholding in EPCL, SECMC inaugurated 
the Phase III expansion of Thar Block II, and the share buyback reached roughly 80% of its approved 
mandate. Each reflects the same test: whether a rupee of capital earns more for shareholders where it 
is, or somewhere else. 
 

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. 
 
We do not measure success solely through earnings growth. Our aim is to continuously improve the 
quality, durability and resilience of the underlying cashflows generated by our portfolio while 
maintaining the flexibility to deploy capital into opportunities that offer attractive risk-adjusted returns. 
 
The way we pursue these objectives is guided by Truthfulness, Trustworthiness, Humility, Integrity, and 
Striving in Hardship (TTHIS), values that stem from character-driven leadership. These principles 
continue to guide our decisions, relationships and responsibilities as stewards of shareholder capital. 
 

Financial Performance 
 
For the nine months ended September 30, 2026, the Company reported consolidated profit after tax 
(PAT) of PKR 48,422 million (owners’ share: PKR 29,092 million), compared to PKR 83,034 million 
(owners’ share: PKR 38,900 million) in the corresponding period last year, translating into an EPS of 
PKR 24.33 versus PKR 32.31. The segment-wise breakdown of PAT is as follows: 
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One-off impacts represent prior period reversal of impairment recognized previously during 2023 and 
2024 on our thermal energy assets (owners’ share: PKR 26,861 million), partially offset by transaction 
costs related to Deodar (owners’ share: PKR 5,398 million) and the restatement of the comparative 
period. The restatement primarily reflects the derecognition, in the books of Deodar (Private) Limited 
(“DPL”), of lease equalization revenue of PKR 986 million and embedded derivative income of PKR 
3,004 million previously recognized during the nine months ended September 30, 2025. Excluding these 
one-off impacts, owners’ share PAT increased from PKR 21,427 million to PKR 29,092 million during 
the current period. The increase in core earnings is driven by the inclusion of Deodar for the full nine 
months, compared with four months last year following its consolidation in June 2025, and improved 
performance across other group companies. Other operations mainly comprise dividends received by 
the Company and Engro Corporation from group companies, together with our share of profit from 
FrieslandCampina Engro Pakistan. These dividends are eliminated on consolidation, so other 
operations and eliminations largely offset each other.  
 

 
 

 Consolidated PAT  Owners' Share 

 

September 
30, 2026 

Restated 
September 
30, 2025  

September 
30, 2026 

Restated 
September 
30, 2025 

      
Fertilizer 16,244 14,274  9,140 8,032 
Polymer           314          (3,452)                176          (1,940) 
Terminal 1,621           2,306              1,094            1,625  
Power and mining         24,611          21,640           13,049          10,229 
Connectivity and telecom           5,758          2,280            5,758          2,280 
Trading 1,426 1,220  1,426 1,220 
Other operations         23,318 18,924          23,318          18,924 
Elimination - net (24,870) (18,943)   (24,870) (18,943) 

        48,422  38,249          29,092          21,427 
One off Impacts - 44,786  - 17,473 

 48,422 83,034  29,092 38,900 
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Following the agreement to sell Engro Corporation's shareholding in EPCL, the proposed divestment 
meets the criteria for classification as held for sale under IFRS 5. EPCL's assets and liabilities are 
therefore presented separately as held for sale in the consolidated statement of financial position, and 
its results are presented as discontinued operations in the consolidated statement of profit or loss, 
with the comparative period re-presented on the same basis. 
 
On a standalone basis, the Company reported a PAT of PKR 9,347 million, compared to PKR 370 million 
in the corresponding period last year, translating into an EPS of PKR 7.82 versus PKR 0.31. The increase 
reflects dividends upstreamed by Engro Corporation to fund the share buyback. What matters to us 
over the long term is the growth of consolidated cashflow per share. Standalone results move with the 
timing of upstream dividends and should not be read as a trend. 
 

Our Assets 
 
Fertilizers  
Farmer economics remained broadly supportive despite higher diesel and imported fertilizer costs. 
Urea sales of 1,248 KT were 2.5% below the 1,280 KT sold in the corresponding period last year in a 
market that grew 5%. Engro Fertilizers holds the largest share of industry inventory, which would allow 
it to serve farmers by making a significant contribution to meeting Rabi demand. 
 
Phosphate markets were shaped largely by international prices. Global DAP prices rose to nearly 
US$935/ton in July, driven by constrained Chinese supply and elevated sulphur costs, before easing to 
US$903/ton by late September on weaker affordability-driven demand. Domestic DAP prices increased 
in line with higher import costs, while improved sentiment around potential wheat support prices helped 
sustain industry offtake at levels broadly comparable to last year. 
 
At the company level, Engro Fertilizers continued to operate under a comparatively higher gas cost 
structure, which necessitated planned pricing actions aimed at preserving shareholder value and 
sustaining operations. This position makes its cashflows more seasonal and its working capital needs 
higher, while investment in pressure enhancement facilities to secure gas over the longer term adds to 
capital intensity and weighs on free cashflow in the near term. As one of the largest contributors to 
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group cashflow, the business must balance working capital requirements, capital investments and 
returns to shareholders. Against this backdrop, the Engro Fertilizers board’s decision to distribute less 
than its full earnings this period is, in our view, a prudent one. Looking ahead, healthy Rabi demand is 
expected to support urea sales, while phosphate margins will remain sensitive to international DAP 
prices and domestic affordability. 
 
Polymers 
The polymer business reported a modest profit compared with a significant loss last year, primarily 
because of stronger PVC margins and higher hydrogen peroxide sales. The result also includes a one-
off gain from remeasuring the Sindh Infrastructure Development Cess liability, following the settlement 
agreed with the Government of Sindh. Global petrochemical markets continued to be shaped by 
geopolitical tensions, resulting in supply chain disruptions, feedstock availability challenges and 
evolving trade dynamics during the period. While PVC pricing and margins improved relative to the prior 
year, market conditions remained subdued compared to historical levels due to continued industry 
oversupply. As a result, earnings improved year-on-year but remained below the levels associated with 
a more normalized market environment. 
 
EPCL is Pakistan’s only integrated chlor-vinyl producer, but it competes against international producers 
with structurally lower energy costs. During the period, Engro Corporation signed an agreement to sell 
its 56.19% shareholding in EPCL to Lotte Chemical Pakistan Limited for PKR 19.7 billion. As part of a 
larger petrochemical group, we believe EPCL will have greater scope for scale and efficiency under its 
new ownership. The sale realizes the value built over nearly three decades and allows us to exit a 
cyclical, energy-intensive business, recycling capital into opportunities that strengthen the quality and 
resilience of the portfolio. For the group, the sale reduces revenue but improves return on capital and 
lowers debt. Until completion, profitability may remain under pressure from higher-cost feedstock and 
continued oversupply, and our focus is on completing the transaction, which remains subject to 
conditions precedent. 
 
Telecom Infrastructure (Towers) 
The telecom infrastructure business delivered a steady performance, supported by reliable network 
availability and the continued integration of Deodar into a single platform, although higher taxation and 
finance costs weighed on earnings. This performance has come alongside a substantial increase in 
invested capital, as the business continued to invest in new build-out and network modernization. With 
more than 15,000 tower sites and a tenancy ratio above 1.35x, the portfolio has significant room for 
colocation. 
 
The business remained focused on supporting customers' network expansion requirements through 
colocation opportunities, new tower build-out, fiber deployment and integrated infrastructure solutions, 
while continuing to work closely with operators on efficient and cost-effective rollout plans. 
 
Operationally, the business maintained its focus on energy efficiency initiatives. Solarization levels 
remained stable, with approximately 50% of Enfrashare's sites and 11% of Deodar's sites powered by 
solar energy. The business continues to pursue opportunities to further reduce diesel consumption 
through targeted renewable energy investments, supporting both operating efficiencies and 
sustainability objectives. 
 
Telecom infrastructure is where we have chosen to deploy the most capital. It is shared infrastructure 
with long-term contracted revenue, and each additional tenant on an existing tower adds returns at little 
extra cost. Scale and sharing are what make it cost competitive: one tower serving several operators 
costs the country less than each operator building its own. Looking ahead, the move from four mobile 
operators to three may remove some overlapping tenancies in the near term, which is why we are 
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working closely with operators on their rollout plans. A three-operator market is better placed to invest 
in network quality and 5G. Together with growing data consumption, this will drive demand for tower 
infrastructure, fiber connectivity and power solutions. We are driving efficiencies across both the 
existing portfolio and new build-out. We will continue to invest where that demand is demonstrated. 
 
Energy  
The energy portfolio continues to serve as a stable contributor to the Company's earnings, supported 
by reliable operations, healthy collections and predictable cashflow generation. 
 
At the start of October, SECMC inaugurated Phase III of the Thar Block II expansion, increasing mine 
capacity from 7.6 million to 11.2 million tons per annum. Through its scale, the expansion will help 
lower the cost of indigenous coal and strengthen Pakistan’s energy supply. SECMC is evaluating further 
expansion phases, including a potential Phase IV that would increase capacity to 15.2 million tons per 
annum, subject to commercial viability. 
 
Our power plants, EPTL at Thar and EPQL at Qadirpur, run on indigenous fuel and are among the lower-
cost sources of baseload power in the system. Availability-based returns at these plants continue to 
provide resilience despite ongoing challenges within the broader power sector. Phase III keeps Thar 
power competitive as the market moves toward CTBCM, though fuller use of this low-cost capacity will 
depend on improvements in transmission. At EPQL, we are evaluating alternate fuel options to address 
gas availability. As the sector reforms, our focus is on reliable operations and protecting collections. 
 
Beyond generation, Engro Energy is participating in the privatization of power distribution, where 
Pakistan’s power sector loses the most value. It has been prequalified by the Privatisation Commission 
for FESCO, GEPCO and IESCO, the first batch of distribution companies offered for sale, and is 
conducting due diligence. We view this opportunity not simply as an investment in distribution assets, 
but as a potential platform to establish a broader presence across Pakistan’s power sector and pursue 
complementary opportunities over time. The evolving power sector presents opportunities to 
participate in its modernization and development, building on Engro’s existing capabilities across 
energy and infrastructure. Any investment will remain subject to satisfactory due diligence, commercial 
viability and the group’s return thresholds. 
 
Terminals 
Earnings for the period were impacted by lower LNG imports and reduced throughput, primarily due to 
regional geopolitical disruptions. Despite lower utilization, the terminal maintained operational 
readiness to support LNG handling requirements. 
 
The terminals portfolio continues to play a vital role in Pakistan’s energy and industrial infrastructure. 
Our LNG terminal supports approximately 15% of the country’s gas supply, while Engro Vopak Terminal 
Limited (EVTL) handles essential energy products and industrial raw materials. The renewal of EVTL’s 
Implementation Agreement for a further 30 years secures long-term operating continuity and supports 
future growth opportunities. We recognize Syed Ammar Shah, CEO of Engro Vopak and Elengy 
Terminals, and his team for their leadership in securing the renewal, an achievement that will benefit 
the business and Pakistan’s energy and chemical supply for decades. Following the renewal, EVTL has 
initiated a feasibility study to evaluate the development of Pakistan’s first refrigerated LPG import and 
storage infrastructure. The proposed facility aims to enable the handling of larger LPG cargoes, 
enhance storage capacity and strengthen Pakistan’s energy security through a more reliable and 
resilient LPG supply chain. 
 
The 30-year renewal matters because terminals are the kind of business that best fits Engro: critical 
shared infrastructure that serves customers at better value, is central to the country’s energy and 
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chemical supply, and provides visible cashflows. LNG volumes will remain sensitive to regional 
developments. The Federal Budget 2026 reduced the minimum tax rate on the LNG terminal from 15% 
to 12% of revenue, partly reversing last year’s increase from 9%. A tax on turnover at these levels can 
exceed what the business would pay on its profits, a heavy burden for a capital-intensive business that 
recovers its investment over many years. The reduction is welcome, but only a partial correction. The 
contribution to group profit is small, but the quality of the business and its optionality give us a platform 
for growth in adjacent areas such as LPG and its supply chain. 
 
Trading 
The trading business delivered improved profitability compared to the corresponding period last year, 
supported by higher margins across key product segments, expansion into new product categories and 
geographies, and continued growth in trade finance activities. Volumes, however, were lower, as the 
conflict in the Middle East constrained cargo availability and disrupted shipping routes. 
 
Engro Eximp gives the group international reach and earnings outside Pakistan. Looking ahead, market 
conditions are expected to remain uncertain, with higher freight and insurance costs likely to continue 
to weigh on activity. The business is diversifying its sourcing and geographies to reduce its exposure 
to such disruption, and because trading is cyclical, we put risk controls and capital discipline ahead of 
growth. 
 
Foods 
The business delivered improved profitability during the period, supported by a favorable product mix, 
selective pricing actions across key brands, lower finance costs and continued cost efficiency 
improvements across the value chain. 
 
The packaged dairy sector, however, continued to face structural challenges. The 18% sales tax on 
packaged milk, while loose milk remains untaxed, has widened the price gap and slowed the move to 
safer packaged milk, limiting formalization and creating an uneven competitive landscape for 
documented processors. The business continues to engage with policymakers and industry 
stakeholders to advocate for a more balanced taxation framework that supports affordability, greater 
documentation and sustainable sector development. 
 
These challenges do not change the case for the business. Foods gives the portfolio exposure to 
Pakistan’s consumer economy, where over the long term urbanization and rising incomes are driving 
demand for safe, packaged food. Only a small share of the country’s milk is processed, so the room for 
growth is large as consumers move away from loose milk, and a more balanced tax framework would 
speed that shift. We hold the business in partnership with FrieslandCampina, and its focus is on 
building its brands, growing value-added categories and improving efficiency. 
 

Capital Allocation 
 
The Board has elected not to declare an interim cash dividend for the period ended September 30, 
2026. Consistent with the capital allocation framework set out earlier in the year, which prioritizes 
balance sheet strength, reinvestment in high-return internal opportunities, external growth, buybacks 
and dividends, the Company continued to use share repurchases as its primary distribution mechanism 
during the period. 
 
Under the buyback program approved by shareholders at the Annual General Meeting held on April 28, 
2026, the Company had repurchased, as of October 25, 2026, 36.2 million shares at an average price 
of PKR 274.13 per share, representing approximately 80% of the approved mandate. 
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The buyback program provides a disciplined avenue for capital deployment during periods when the 
market value of the Company's shares does not adequately reflect the underlying worth of its portfolio. 
By reducing the number of shares in issue by approximately 3%, the program effectively increases each 
remaining shareholder's participation in the future earnings and cashflow generated by the business. 
As the current program nears completion, one lesson stands out. In the early tranches, we focused too 
much on timing purchases to get the best price. The right test is simpler: buy when shares trade below 
intrinsic value, and continue for as long as that holds true. We will carry this into future programs. We 
intend to continue using share repurchases where we believe this represents an attractive deployment 
of capital. 
 

Outlook 
 
The operating environment will continue to be shaped by geopolitical developments, shifting trade 
patterns and macroeconomic uncertainty. Our businesses operate in sectors fundamental to 
Pakistan’s economy, and our focus remains on disciplined execution, prudent capital allocation and 
financial flexibility. We believe resilience is built not by predicting external events, but by maintaining 
financial strength to navigate them. 
 
Taken together, the portfolio is built so that each part supports the others. Fertilizers and Energy are 
the group’s main sources of cashflow. That cashflow has enabled our investment in telecom 
infrastructure, which now generates cashflow to fund much of its own growth, and will support future 
opportunities such as the DISCOs. Terminals gives us strategically important infrastructure, while 
Foods and Trading broaden our exposure to the consumer economy and international markets. 
 
What links several of these businesses is scale. Indigenous resources and shared infrastructure, run at 
scale, make Thar coal and our towers cost competitive, and the same logic applies to power 
distribution. In fertilizers, the EnVen plant is among the most gas-efficient in Pakistan. Thar coal and 
domestic urea also replace imports, saving foreign exchange for the country. Where a business can 
create more value as part of another group, as we believe EPCL will with Lotte Chemical Pakistan, we 
realize that value and redeploy the capital. Every use of capital, whether reinvestment, acquisition, 
buyback or dividend, is tested against the same measure: its contribution to sustainable cashflow per 
share over the long term. 
 
We are also preparing for leadership transitions. The Board of Engro Corporation has approved Junaid 
Iqbal as successor to Ahsan Zafar Syed as President and CEO, a role he will assume on completion of 
Ahsan’s term in April 2027. We thank Ahsan for his leadership. At FrieslandCampina Engro Pakistan, 
the Board has appointed Usman Zaheer Ahmad as CEO. 
 

Risk Management & Business Sustainability 
 
Managing risk and earning returns are two sides of the same coin. Our businesses operate in an 
increasingly complex environment, and each must be clear about its strategic direction and the level 
of risk it is prepared to take. Risk assessment is becoming a more central part of our major decisions, 
weighing the cost of being wrong alongside the reward of being right. Building this culture is a 
continuous journey rather than a destination. We are not yet where we want to be, and believing we had 
arrived would itself be the biggest risk. 
  
Our approach also covers externalities, including risks to social and natural capital, and extends to 
health, safety and the environment through a risk-based HSE management system built around barrier 
management, which helps us identify, prevent and mitigate risks across People, Environment, Assets 
and Reputation. Sustainability and climate-related risks are assessed regularly within our Enterprise 
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Risk Management process alongside other business risks, and the key risks are disclosed in Engro’s 
annual Sustainability Report. 
 
Engro contributes to communities through Engro Foundation (EF), its social investment arm, with 
programs in education, healthcare, skills development, livelihoods and clean water that help individuals 
build more secure and sustainable futures. 
  

DE&I 
 
We believe a diverse workforce is both a social and an economic imperative, and Diversity and Inclusion 
remains a strategic priority for Engro. Our aim is a workplace where diversity shows in representation, 
inclusion is part of the culture, and there is equitable access to opportunity for all. During the quarter, 
we continued our group-wide efforts to foster a safe and respectful workplace, enforcing a zero-
tolerance approach to harassment through our Anti-Harassment Policy, an Anti-Harassment 
Committee and the confidential "Speak Out" mechanism. Our Diversity, Equity and Inclusion Leaders 
Program (DEILP), part of onboarding and available through our Learning Management System, 
continued to build awareness and promote inclusive behaviors across the organization. We are making 
progress, and we know there is further to go. 
 

Closing 
 
Our portfolio is positioned to benefit from long-term demand growth across agriculture, energy and 
infrastructure. At the same time, we are watching conditions abroad. US interest rates set the 
benchmark for global capital, and as they rise, capital becomes more expensive everywhere, with 
markets such as Pakistan feeling it first. We are not forecasting a downturn, but dearer capital raises 
the bar for every investment we make. Our objective is unchanged: to grow sustainable cashflow per 
share through disciplined capital allocation and active portfolio management, while maintaining 
financial strength and flexibility to pursue compelling opportunities as they arise. 
 
Good capital allocation demands both conviction and adaptability, and we hold ourselves accountable 
for both. We are grateful for our shareholders’ continued confidence as we build an enterprise designed 
to compound value over time. 
 

 
 
 
 

 

Hussain Dawood   Abdul Samad Dawood 
Chairman   Chief Executive Officer 

 

 




