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PAKISTAN

FSL Steel Universe 1QFY23E Key Financial Highlights
1QFY23E 1QFY22 YoY QoQ

MUGHAL 2.02      5.03       -60% -35%
ISL 1.10      6.13       -82% 739%
AGHA 0.13      0.92       -86% -31%
ASTL (1.84)     2.36       - 7%

FSL universe 1QFY22 2QFY22 3QFY22 4QFY22 1QFY23E

GP Margin 18% 15% 11% 13% 12%
EBITDA Margin 17% 14% 10% 10% 10%
Net Margin 10% 8% 5% 1% 2%
Interest cover 6.0        4.2         2.4         1.9         1.4         

MUGHAL
GP Margin 20% 16% 12% 14% 14%
EBITDA Margin 18% 15% 11% 13% 13%
Net Margin 12% 10% 6% 5% 4%
Interest cover 5.5        4.7         1.9         2.7         2.1         

ISL
GP Margin 18% 15% 8% 14% 12%
EBITDA Margin 17% 15% 8% 8% 10%
Net Margin 11% 8% 4% 0.3% 3%
Interest cover 21.6      6.6         4.8         3.3         1.8         

AGHA
GP Margin 23% 22% 23% 18% 18%
EBITDA Margin 21% 16% 23% 15% 15%
Net Margin 9% 10% 9% 2% 1%
Interest cover 2.7        3.3         2.0         1.3         1.2         

ASTL
GP Margin 14% 11% 11% 9% 10%
EBITDA Margin 12% 9% 9% 6% 6%
Net Margin 6% 4% 3% -3% -5%
Interest cover 3.2        2.5         1.9         1.0         0.5         

Source: Company Accounts, Foundation Research, October 2022
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Pakistan Steel 
Profitability margins subsiding amid 
lower sales and higher finance costs 

Event 

 FSL steel universe profitability is expected to decrease/increase by 85/22% YoY/QoQ 
in 1QFY23. Decline in profitability is attributable to (1) lower sales for both long/flat 
steel players amid economic consolidation, (2) sector failure to completely pass on the 
impact of higher manufacturing costs amid lower capacity utilization, (3) increase in 
finance cost given increase in interest rates amid higher working capital needs and (4) 
increase in effective tax rate due to imposition of 4% super tax in FY23 budget. Among 
individual companies, AGHA/ISL/MUGHAL profitability is expected to decline by 
86/82/60% YoY, while ASTL is expected to report LPS of Rs1.84 in 1QFY23. 

Impact 

 Lower sales amid high energy costs to restrict profitability: FSL steel universe 
topline is expected to decline by 10/18% YoY/QoQ in 1QFY23, due to lower volumetric 
sales. To highlight retention prices are up 42% YoY. Furthermore, FSL steel universe 
gross margins are expected to decline by 4.9ppt YoY to 13.2% in 1QFY23 due to (1) 
lower volumes amid economic slowdown, (2) increased financial costs due to higher 
interest rates given increase in WC needs, (3) higher energy cost and (4) increase in 
fixed cost contribution.  

 High Manufacturing costs and ↓ sales to suppress MUGHAL’s profitability: 
MUGHAL profitability is expected to decline by 60/35% YoY/QoQ to Rs2.02/sh in 
1QFY23. Decline in profitability would come from (1) procurement of expensive scrap, 
(2) lower realized prices for copper ingot exports (↓17.7/18.7% YoY/QoQ), (3) 114% 
YoY increase in finance costs and (4) higher effective tax rate. 

 Lower HRC-CRC margins to contain ISL profitability: We expect ISL profitability to 
decline by 82% YoY to Rs1.10/sh in 1QFY23. Decline in company’s profitability is due to 
(1) 31.1/4.6% YoY/QoQ decline in HRC-CRC margins, (2) 349% YoY increase in finance 
cost given higher interest rates, (3) decline in volumes due to slowdown in domestic 
economic activity and (4) lower exports. 

 ASTL to report loss given lower sales and high finance cost: We expect ASTL to 
report loss of Rs1.84/sh in 1QFY23. This is due to (1) decline in volumes given 
slowdown of demand in south amid floods and economic consolidation due to limited 
fiscal space, (2) increase in finance cost (up 132/13% YoY/QoQ) in 1QFY23 due to 
increased debt given higher WC needs amid higher interest rates, (3) Higher provision 
booked for doubtful debts and (4) increased fixed cost contribution due to closure of 
plant. 

 AGHA profitability is expected to remain subdued due to lower volumes: AGHA is 
expected to report EPS of Rs0.13 (↓86/31% YoY/QoQ) in 1QFY23. We attribute 
decrease in company’s profitability to (1) decline in volumes growth and (2) higher 
finance costs (↑ 64/1.4% YoY/QoQ). 

Outlook 

 Steel demand would remain under pressure due to (1) slowdown in economic 
activity amid economic headwinds and (2) curtailment of development spending amid 
swelling fiscal imbalances. However, supportive government policies to restrict 
dumping would keep the listed players in limelight in the long run. 
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Source: Company acc, FSL Research, October 2021 

 

 

 

 Fig 1: Gross margins to decline given ↑ energy costs 

Source: Company acc, FSL Research, Oct 2022 

 

 

Source: Company acc, FSL Research, October 2021 

 

 

 

Fig 2: …..and EBITDA margins to decline as well 

Source: Company acc, FSL Research, Oct 2022 

 

 

Source: Company acc, FSL Research, October 2021 

 Fig 3: Net margins to decline amid ↑Interest rates… 

Source: Company acc, FSL Research, Oct 2022 

 

 

Source: Company acc, FSL Research, October 2021 

Fig 4: …Interest Cover will also worsen 

Table 01: 1QFY23 FSL Steel Universe Financial Highlights (Rs mn)    

  1QFY23 1QFY22 YoY QoQ 

Net Sales           51,009             56,501  -10% -18% 

Cost of Sales           44,289             46,297  -4% -18% 

Gross Profit             6,720             10,204  -34% -17% 

Administrative expenses                702                   496  42% -12% 

S&D expenses                861                   587  47% -28% 

Other operating charges                584                   538  8% -34% 

Other Income                120                   112  8% -25% 

EBITDA             5,618                9,442  -40% -9% 

Financial charges             3,369                1,460  131% 20% 

PBT              1,494                7,234  -79% -42% 

Taxation                 636                1,618  -61% -66% 

PAT                 858                5,616  -85% 22% 

     GP Margins 13.17% 18.06% 
  EBITDA Margins 11.0% 16.7% 
  NP Margins 1.7% 9.9% 
  Source: Company accounts, Foundation Research, October 2022   
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 Fig 5: Debt levels ↑ due to higher WC needs (Rs bn) 

Source: Company acc, FSL Research, Oct 2022 

 

 

 

Fig 6: Debt levels to remain high (Rs bn) 

Source: Company acc, FSL Research, Oct 2022 

 

Soe: Company acc, FSL Research, March 2021 

 

 

 Fig 7: Moderating demand to decrease utilization  

Source: Bloomberg, FSL Research, Oct 2022 

 

 

Source: Company acc, FSL Research, March 2021 

 

 

 

Fig 8: Lower margins to restrict pricing power 

Source: Bloomberg, FSL Research, Oct 2022 

 

 

Source: Company acc, FSL Research, April 2021 

 

 

 

 Fig 9: Demand/Supply disparity resulted in ↓ prices 

Source: Bloomberg, FSL Research, Oct 2022 

 

 

Source: Company acc, FSL Research, April 2021 

 

 

 

Fig 10: Scrap prices decline due to recession concerns 
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Abbreviations 
 
FY  Fiscal year 
EBITDA  Earnings before interest tax depreciation and amortization 
ADD Anti-dumping duty 
EPS  Earnings per share 
HRC  Hot Rolled Coil 
CRC  Cold Rolled Coil 
LT  Long term 
ST  Short Term 
PAT  Profit before tax 
PBT  Profit after tax 
YoY  Year-on-Year 
Bn  Billion 
Mn  Million 
WC  Working Capital 

 

Disclaimer: This report has been prepared by FSL. The information and opinions contained herein have been compiled or arrived at based upon information 
obtained from sources believed to be reliable and in good faith. Such information has not been independently verified and no guaranty, representation or 
warranty, express or implied is made as to its accuracy, completeness or correctness. All such information and opinions are subject to change without notice. 
This document is for information purposes only. Descriptions of any company or companies or their securities mentioned herein are not intended to be 
complete and this document is not, and should not be construed as, an offer, or solicitation of an offer, to buy or sell any securities or other financial 
instruments. FSL may, to the extent permissible by applicable law or regulation, use the above material, conclusions, research or analysis before such 
material is disseminated to its customers. Not all customers will receive the material at the same time. FSL, their respective directors, officers, 
representatives, employees, related persons may have a long or short position in any of the securities or other financial instruments mentioned or issuers 
described herein at any time and may make a purchase and/or sale, or offer to make a purchase and/or sale of any such securities or other financial 
instruments from time to time in the open market or otherwise, either as principal or agent. FSL may make markets in securities or other financial instruments 
described in this publication, in securities of issuers described herein or in securities underlying or related to such securities. FSL may have recently 
underwritten the securities of an issuer mentioned herein. This document may not be reproduced, distributed or published for any purposes. 
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material at the same time. 
 

Target price risk disclosures: Any inability to compete successfully in their markets may harm the business. This could be a result of many factors 

which may include geographic mix and introduction of improved products or service offerings by competitors. The results of operations may be materially 
affected by global economic conditions generally, including conditions in financial markets. The company is exposed to market risks, such as changes in 
interest rates, foreign exchange rates and input prices. From time to time, the company will enter into transactions, including transactions in derivative 
instruments, to manage certain of these exposures. 
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Recommendations definitions 
If  
Expected return >+10%   Outperform. 
Expected return from -10% to +10%  Neutral.  
Expected return <-10%   Underperform. 
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