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FERTILIZER SECTOR UPDATE

April Showers Uneven Gains: Urea Down, DAP Inches Up

Urea demand continues to falter, DAP bucks the trend slightly UREA Market Share - April 2025

Fertilizer offtake posted a mixed picture in April 2025, with total nutrient offtake dropping 8.8% y/y to 222kt, led by a steep
23.5% decline in urea sales to 251kt. In contrast, DAP offtake rose marginally by 2.6% y/y to 95kt, supported by improved

m FFC
availability and dealer-level uptake in select regions.
m EFERT
Nitrogen aka urea demand shrank 14.6% y/y to 161kt, while phosphate DAP and potash sales rose 10.1% and 30.9% yly, at
| Fatima
respectively. This divergence reflects a shift in buying patterns, where farmers—possibly reacting to crop-specific nutrient
needs—moderated urea purchases while staying engaged in phosphatic nutrient application. = Dawood
m Others
Urea Industry Volumetric Position
Urea Apr-25 Apr-24 YIY Mar-25 M/M
Opening Inventory 820 174 371% 536 53%
Production 570 524 9% 590 -3% Source: NFDC, HMFS Research
Imports - - - - -
Off-take 251 328 -23% 307 -18% UREA Market Share - 4MCY25
Closing inventory 1,104 368 200% 820 35%
Source: NFDC & HMFS Research
m FFC
Inventory Overhang and Underlying Drivers Behind the Divergence = Engro
Local production remained robust, with urea and DAP output clocking in at 570kt and 72kt, respectively. Ample carryover ®m Fatima
stock also weighed on offtake, particularly for urea, with closing inventory swelling to 1.1mnt by April-end. DAP inventory = Dawood
also remained elevated at 204kt, amid improved imports (39kt) and sufficient domestic output. Domestically, urea prices u Others

softened slightly in April averaging PKR 4,499/bag (-0.5% m/m), while DAP prices inched up 1.9% m/m to PKR 12,363/bag.

Source: NFDC, HMFS Research
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April saw a natural lull in urea demand as Rabi crop application concluded.

o High inventory overhang from previous months (~820kt entering April) likely led to dealer destocking or delayed purchases.

o Farmer liquidity remains constrained, with low wheat prices failing to support fertilizer affordability ahead of Kharif.

o DAP offtake benefited from timely imports (39kt) and stable domestic production (72kt), enabling smoother availability across provinces.

o Some pre-Kharif buying was observed in Punjab (+8% y/y) and Balochistan (+121% y/y), potentially in anticipation of tighter supplies and rising international prices.

Company Scorecard: Offtake, Inventory, and Market Share Insights
Fauji Fertilizer Company Limited
o Retained its leadership in urea with 268kt output and 72kt sales, ending April with a sizable 292kt stockpile.

° Also led DAP sales via FFBL with ~53kt sold, indicating robust distribution reach ahead of Kharif.

Apr-25 Apr-24 YIY Mar-25 M/M
Off-take (kt)
Urea 251 328 -24% 307 -18%
DAP 95 93 3% 49 96%
Retail price (PKR/bag)
Urea 4,499 4,882 -8% 4,520 -0.5%
DAP 12,363 12,174 2% 12,134 2%

Source: NFDC & HMFS Research
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Engro Fertilizers Limited
o Produced 180kt urea but sold only ~54kt, with inventory ballooning to ~487kt—a potential overhang risk if offtake remains sluggish.

o In DAP, EFERT’s presence remained firm with ~31kt sold, supported by imported inventory (~63kt available during the month).

Fatima Fertilizer Company Limited

o Sold ~25kt urea, mostly in Punjab and KP, while maintaining a sizable stock buffer (~126kt).

o DAP sales were minor (~1.1kt), reflecting limited footprint in the phosphatic space.

CY25 CY24 YIY
Off take (kt)
Urea 1,350 6,577 -79%
DAP 184 1,627 -89%
Retail price/bag
Urea 4,515 4763 -5%
DAP 12,141 12,419 -2%

Source: NFDC & HMFS Research

Outlook: Seasonal Lift Likely, But Structural Headwinds Persist

The fertilizer sector enters Kharif 2025 with a comfortable supply cushion. Urea availability is estimated at ~4.0mnt, supported by 820kt in opening stock and healthy monthly pro-
duction, against a projected demand of 3.15mnt. For DAP, availability is estimated at 840kt, broadly in line with expected seasonal consumption of 796kt—though timely import exe-
cution and uninterrupted gas supply at the sole domestic DAP plant (FFBL) remain critical to prevent supply gaps.
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That said, demand-side conditions are increasingly complex. Lower-than-expected rainfall has created drought-like conditions in key agricultural belts of Sindh and Punjab, prompt-
ing a contraction in wheat cultivation area. This coincides with the government’s decision to end wheat support prices and making older grain stock being offloaded at below-market
rates, triggering price distortions that have significantly eroded farmer incomes. Consequently, fertilizer affordability—especially for urea and phosphatic nutrients—remains under
pressure, despite adequate availability.

On the policy front, the Sindh government’s recent announcement to provide subsidies on fertilizer and seeds, as part of a broader four-year support package for small farmers, is a
timely intervention. It signals intent to mitigate stress in the farming ecosystem through input cost relief and enhanced farm mechanization, with an emphasis on capacity building
around water management and crop planning. While details are still evolving, this may cushion demand volatility in Sindh, where urea offtake saw the sharpest drop in April (-57% y/
y):

From a regulatory standpoint, uncertainty looms over the proposed increase in Federal Excise Duty (FED) on fertilizer feedstocks—from 5% to 10%—in the upcoming FY26 budget.
While fertilizer manufacturers acknowledge the government’s fiscal imperatives and alignment with IMF-led tax reforms, the industry has voiced concern over the pass-through ef-
fect on end-user prices, particularly if urea prices climb amid flat or falling crop prices. Any tax-led cost escalation could further impair input uptake and weigh on sector margins if
producers are unable to fully pass on the impact.

Adding to the mix is the emerging conversation around potential urea exports. While manufacturers—particularly ENGRO—have indicated national inventories are well above con-
sumption needs (~800-1,000kt), the Ministry for National Food Security has clarified that exports will only be considered after a province-wise assessment of Rabi and Kharif 2025-
26 demand.

While early Kharif demand may improve on the back of sowing seasonality and government support schemes, the broader fertilizer market remains vulnerable to policy inconsisten-
cy, farmer liquidity constraints, and potential tax shocks. Strategic inventory positioning and pricing discipline will be critical levers of outperformance in the near term—especially for
companies with strong dealer networks and diversified portfolios.
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This research report is for information purposes only and does not constitute nor is it intended as an offer or solicitation for the purchase or sale of securities or other financial instruments. Neither the information contained
in this research report, nor any future information made available with the subject matter contained herein will form the basis of any contract. Information and opinions contained herein have been compiled or arrived at by
Habib Metropolitan Financial Services (HMFS) from publicly available information and sources that HMFS believed to be reliable. Whilst every care has been taken in preparing this research report, no research analyst, direc-
tor, officer, employee, agent or adviser of any member of HMFS gives or makes any representation, warranty or undertaking, whether express or implied, and accepts no responsibility or liability as to the reliability, accuracy
or completeness of the information set out in this research report. Any responsibility or liability for any information contained herein is expressly disclaimed. All information contained herein is subject to change at any time
without notice. No member of HMFS has an obligation to update, modify or amend this research report or to otherwise notify a reader thereof in the event that any matter stated herein, or any opinion, projection, forecast or
estimate set forth herein, changes or subsequently becomes inaccurate, or if research on the subject company is withdrawn. Furthermore, past performance is not indicative of future results.

The investments and strategies discussed herein may not be suitable for all investors or any particular class of investor. Investors should make their own investment decisions using their own independent advisors as they
believe necessary and based upon their specific financial situations and investment objectives when investing. Investors should consult their independent advisors if they have any doubts as to the applicability to their busi-
ness or investment objectives of the information and the strategies discussed herein. This research report is being furnished to certain persons as permitted by applicable law, and accordingly may not be reproduced or cir-
culated to any other person without the prior written consent of a member of HMFS. This research report may not be relied upon by any retail customers or person to whom this research report may not be provided by law.
Unauthorized use or disclosure of this research report is strictly prohibited. Members of HMFS and/or their respective principals, directors, officers, and employees and their families may own, have positions or affect trans-
actions in the securities or financial instruments referred herein or in the investments of any issuers discussed herein, may engage in securities transactions in a manner inconsistent with the research contained in this re-
search report and with respect to securities or financial instruments covered by this research report, may sell to or buy from customers on a principal basis and may serve or act as director, placement agent, advisor or lend-
er, or make a market in, or may have been a manager or a co-manager of the most recent public offering in respect of any investments or issuers of such securities or financial instruments referenced in this research report
or may perform any other investment banking or other services for, or solicit investment banking or other business from any company mentioned in this research report. Investing in Pakistan involves a high degree of risk
and many persons, physical and legal, may be restricted from dealing in the securities market of Pakistan. Investors should perform their own due diligence before investing. No part of the compensation of the authors of this
research report was, is or will be directly or indirectly related to the specific recommendations or views contained in the research report. By accepting this research report, you agree to be bound by the foregoing limitations.

HMEFS and / or any of its affiliates, which operate outside Pakistan, do and seek to do business with the company(s) covered in this research document. Investors should consider this research report as only a single factor in
making their investment decision. HMFS prohibits research personnel from disclosing a recommendation, investment rating, or investment thesis for review by an issuer/company prior to the publication of a research report
containing such rating, recommendation or investment thesis. Furthermore, it is stated that the research analyst (s) or their close relatives have neither served as a director/officer in the past 3 years nor have received any
compensation from the subject company in the past 12 months. Additionally, as per regulation 8(2)(i) of the Research Analyst Regulations, 2015, research analysts currently do not have a financial interest in the securities of
the subject company aggregating more than 1% of the value of the company. The research analyst(s) also certifies that any spouse(s) or dependents (if relevant) do not hold a beneficial interest in the securities that are sub-
ject of this report.

HMFS endeavors to make all reasonable efforts to disseminate its publication to all eligible clients in a timely manner through either physical or electronic distribution such as mail, fax and/or email. Nevertheless, not all cli-
ents may receive the material at the same time.
HMFS Stock Ratings System

Investors should carefully read the definitions of all rating used within every research reports. In addition, research reports carry an analyst’s independent view and investors should ensure careful reading of the entire re-
search reports and not infer its contents from the rating ascribed by the analyst. Ratings should not be used or relied upon as investment advice. An investor’s decision to buy, hold or sell a stock should depend on said indi-
vidual’s circumstances and other considerations. HMFS uses a three-tier rating system: i) Buy, ii) Hold and iii) Sell with our rating being based on total stock returns. A table presenting HMFS’ rating definitions is given below:
Valuation Methodology

To arrive at our fair value estimates, HMFS uses different valuation methodologies including but not limited to:

HMFS RATING GUIDE

*Discounted cash flow (DCF, DDM) BUY More than 15% Upside
. . HOLD Between 15% Upside & 15% Downside
*Relative Valuation (P/E, P/B, P/S etc.) SELL More than 15% Downside
-Equity & Asset return based methodologies (EVA, Residual Income etc. Note: All fair value estimates are for a twelve-month time horizon unless specified otherwise in the report

Upside/Downside represents the difference between the stated “Fair Value” & the prevailing “Market Price”
Total Return is based on both the Capital Gains return & the Dividend Yield & is exclusive of all applicable taxes
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