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MUGHAL to post 2QFY22 EPS of PKR6.45/-(1.07x1): Mughal Iron & Steel Industries
Limited is going to announce its 2QFY22 financial result on 03-Feb-22. Company profitability
remain elevated due to higher copper prices and offtakes we expect MUGHAL to post a
NPAT of PKR2,165mn (EPS: PKR6.45) a whopping increase of 1.67x YoY as compare to SPLY.
For the 1HFY22 we expect that company will post PAT of PKR3,853mn (EPS: PKR11.48) as
compare to PAT of PKR1,398mn in SPLY.

Key Highlights:

* Sales revenue expected to clocked in at PKR20bn up 75% YoY, for the 1HFY22 the
revenue increased by 78% YoY, the reason would the higher offtakes level of ferrous
segment (rebar/griders) +25% increased QoQ while the nonferrous segment copper
ingots prices are also on upward trend.

* Company gross margins is expected to arrive at 18% for 2QFY22 due to high growth in
offtakes. For the 1HFY21 the GM’s are hovering at 15%. The surge in rebar prices is due
to uptrend in global scrap prices (average $476/ton) in this quarter. Further the spread
between rebar and scrap on average was USD322/ton for the second quarter of FY22.

*  Moreover we estimate company will post other income for 2Q at PKR13mn fall of 64%
YoY taking the operation profit to PKR3,303mn (1.56x on YoY). Finance cost is like to
clocked in at PKR267mn (-10% YoY).

Income Statement (PKRinmn) 2QFY22E 2QFY21A YoY 1HFY22E 1HFY21A YoY

Net Sales 20,514 11,711 7% 34,537 19,446 78%
Cost of Sales -16,793 -9,976 68% -28,067 -16,848 67%
Gross Profit/ (Loss) 3,721 1,735 114% 6,470 2,598 149%
Selling and Distribution Cost -81 -39 108% -136 -68 102%
Administration Expenses -163 -125 31% -325 -242  34%
Finance Cost -267 -297 -10% -713 -608 17%
Other Operating Expenses -174 91 91% -323 -121 166%
Operating Profit/ (Loss) 3,036 1,184 156% 4,973 1,559 219%
Other Income 13 37 -64% 82 68 21%
Profit/ (Loss) before Tax 3,049 1,221 150% 5,055 1,627 211%
Taxation -884 -175 406% -1,202 -228 427%
Profit/ (Loss) after Tax 2,165 1,046 107% 3,853 1,398 176%
EPS/ (LPS) 6.45 3.12 11.48 4.17

Gross Margin 18% 15% 19% 13%

Source: Co.Financials, Darson Research
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This report has been prepared by Darson Securities Ltd. and is provided for information purposes only. Under no circumstances it is to be used or considered as an offer to sell, or a solicitation of any offer to buy. This information has been
compiled from sources we believe to be reliable, but we do not hold ourselves responsible for its completeness or accuracy. All opinions and estimates expressed in this report constitute our present judgment only and are subject to change
without notice. This report is intended for persons having professional experience in matters relating to investments.

Research Dissemination Policy:
Darson Securities Ltd. endeavors to make all rightful efforts to disseminate research to all eligible clients in a timely manner through either electronic or physical distribution such as email, mail and/or fax. However, it is worth mentioning that,
not all clients may receive the material at the same time.

Analyst Certification:

The research analyst(s), if any, denoted by AC on the cover of this report, who exclusively reports to the research department head, primarily involved in the preparation, writing and publication of this report, certifies that the expressed views
in this report are unbiased and independent opinions of the analyst(s). The observations presented also accurately reflect the personal views of the analyst(s) based on the research about the subject companies/securities and in any case, no
part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this research report. It is also important to note that the research analyst(s) or any of its close
relatives do not have a financial interest in the securities of the subject company aggregating more than 1% of the value of the company. Additionally, the research analyst or its close relative have neither served as a director/officer in the past
3years nor received any compensation from the subject company in the past 12 months. The Research analyst or its close relatives have not traded in the subject security in the past 7 days and will not trade in next 5 days.

Financial Interest Disclosure:

Darson Securities Ltd. or any of its officers and directors does not have a significant financial interest (above 1% of the value of the securities of the subject company). Darson Securities Ltd., their respective directors, officers, representatives,
employees and/or 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.

Risk Associated with Target Price:
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.

Rating System:

If;

* Expected return >15% - Buy Call

* Expected Return is in between 0% to 15% - Neutral/Hold Call
* Expected Return <0% - Sell Call

Valuation Methodology
To arrive at our period end target prices, DSL uses
different valuation methodologies including:

* Discounted cash flow (DCF, DDM)

o Justified price to book (JPB)

* Relative Valuation (P/E, P/B, P/S etc.)

* Equity & Asset return based methodologies (EVA, Residual Income etc.)
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CONTACT US

Corporate Office

1. KARACHI
Room # 808, Business & Finance Centre, I.I. Chundrigar Road, Karachi.
UAN: 021 111 900 400, Fax: 021 32471088

Branch Network

2. KARACHI
Office No. 516, S5th Floor, PSX Building, Stock Exchange Road, Karachi.
Phone: 021-32425538

3. LAHORE

LSE BRANCH

Room No. 102, 1st Floor, LSE Building, Aiwan-e-lgbal Road, Lahore.
Phone: 042-36309842 042-36314293

4. LIBERTY BRANCH
Office No. 404, 3rd Floor, Liberty Tower, Liberty Gulberg, Lahore.
Phone: 042-6366263, 6364208 042-5789705

5. GUIRANWALA
Office # 3, Main Block, 1st Floor, GDA Trust Plaza, G.T. Road, Gujranwala.
Phone: 0553-732963-64, 0321-6449554

6. DERA ISMAIL KHAN

2nd Floor, State Life Building, Near Skynet Courier Office, Circular Road, Dera
Ismail Khan.

Phone: 0966-730906

7. SARGODHA
Office # 3, 1st Floor, Al-Munir Market, Liaquat Bazar, Sargodha.
Phone: 0483-701141, 0333-9804899

8. JHELUM
1st Floor, Metro Trade Centre, Near Shaloom Centre, Al-Markaz Road, Jehlum.
Phone: 0544-626087, 832289

9. FAISALABAD
Room No. 193-195, 1st Floor, City Mall, Chen One Road, Faisalabad.
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