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Rating Rationale

The assigned ratings reflect Lucky Textile Mills Limited’s (LTML' or the 'Company') established position in Pakistan’s textile
sector, supported by strong group support, vertically integrated operations, long-standing customer relationships, and a
diversified product line across spinning, weaving, processing, and garments. Besides this, LTML also has a Long-Term investment
portfolio of diversified companies, as well as a Short-Term investment portfolio.

The ratings upgrade incorporates the Company’s consistent performance, increasing focus on higher-margin products, and a
growing customer base in the international markets. Integrated operations continue to enhance production efficiencies, while
strategic investments in subsidiaries, associates, and listed entities diversify its income stream. Although LTML remains exp osed
to medium- to low-level business risks stemming from global demand volatility, competitive pressures, and fluctuations in raw
material prices, its long-term relationships with clientele, along with a financial risk profile, which includes ample liquidity, healthy
coverages, strong internal cash generation, and a conservative capital structure in the absence of conventional loans, provide
resilience.

Looking forward, margins are anticipated to recover, driven by stronger international demand and orders, an expanding customer
base, and continued emphasis on high-value product segments. Sustained margin improvement, together with healthy liquidity
and coverage, will continue to be key factors influencing the ratings.

Information herein was obtained from sources believed to be accurate and reliable; however, VIS does not guarantee the accuracy, adequacy or com pleteness of any information and is not responsible for any errors or omissions or
for the results obtained from the use of such information. For conducting this assignment, analyst did not deem necessary to contact external auditors or creditors given the unqualified nature of audited accounts and diversified
creditor profile. Copyright 2025 VIS Credit Rating Company Limited. All rights reserved. Contents may be used by news media with credit to VIS.
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Company Profile

Lucky Textile Mills Limited was incorporated in 2011 as a public unlisted company after its conversion from an Association of
Persons (AOP). It is a wholly owned subsidiary of YB Holdings (Private) Limited under the Yunus Brothers Group (YBG). LTML
operates as a vertically integrated textile manufacturer with in-house spinning, weaving, processing, and stitching capabilities.
Its product portfolio covers three main categories: home textiles, garments, and fabric/processed fabric. The Company’s
registered office is located in the F.B. Industrial Area, Karachi, Sindh.

Investment Portfolio
The Company has investments in the following:

Investment in Subsidiaries Ownership
Lucky Wind Power Limited (LWPL) 100%
Lucky Entertainment (Private) Limited (LEPL) 100%
Lucky Renewables (Private) Limited (LRPL) 51%
Investment in Associates

Yunus Energy Limited (YEL) 20%
Lucky Motor Corporation Limited (LMCL) 7.6%
Lucky Core Industries Limited (LCIL) 6.2%
Lucky Holdings Limited (LHL) 1%
Investment in Listed Companies

Feroze 1888 Mills Limited (FML) 1.6%
Interloop Limited (IL) 0.017%

Sponsor Profile

Yunus Brothers Group (YBG) is a leading conglomerate in Pakistan with having strong financial profile and diversified presence
in various sectors including power generation, building materials, real estate, textile, chemicals, pharmaceuticals, food,
entertainment and automotive sectors.

Management and Governance

CEO Profile

Mr. Jawed Yunus Tabba is the Chief Executive Officer (CEO) of Lucky Textile Mills Limited and a distinguished professional with
extensive experience in the textile and manufacturing sectors. He holds a degree in business management and has been
instrumental in driving the Company'’s strategic growth, modernization, and export expansion initiatives.

Board & Senior Management

The Board and Senior Management of Lucky Textile Mills Limited is led by Chairman Mr. Imran Yunus Tabba and Chief Executive
Officer Mr. Jawed Yunus Tabba, supported by Chief Operating Officer Mr. Yasir Yagoob. Together, they oversee the Company’s
strategic direction, operational performance, and financial management.

Industry Profile & Business Risk

Pakistan’s textile sector continues to face structural pressures amid declining domestic cotton availability and elevated cost
structures. Cotton production fell sharply to 5.5 million bales in FY25 (FY24: 8.4 million bales), driven by climate shocks, water
shortages, and rising input costs, thereby increasing reliance on imports, which currently provide both cost and quality
advantages. Textile exports, however, grew 7.9% YoY to USD 17.9 billion in FY25, supported by value-added segments, though

Information herein was obtained from sources believed to be accurate and reliable; however, VIS does not guarantee the accuracy, adequacy or com pleteness of any information and is not responsible for any errors or omissions or
for the results obtained from the use of such information. For conducting this assignment, analyst did not deem necessary to contact external auditors or creditors given the unqualified nature of audited accounts and diversified

creditor profile. Copyright 2025 VIS Credit Rating Company Limited. All rights reserved. Contents may be used by news media with credit to VIS.
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profitability remained constrained by high energy tariffs and rising minimum wages. The recent reduction in US tariffs on
Pakistani textiles offers some relief. The imposition of an 18% sales tax on imported cotton and yarn under the Export Facilitation

Scheme is aimed at strengthening the local spinning industry. Nevertheless, refund delays under the scheme continue to strain
exporter liquidity.

Textile Exports
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Figure 1: MoM Textile Exports (USD Million)

Export momentum carried into FY26, with textile shipments in July 2025 rising 32.1% YoY to USD 1.68 billion, driven by strong
demand in the US retail market, carryover orders from June, and tariff disadvantages for competing suppliers. On the supply
side, cotton production for FY26 is projected at 4.8 million bales, down 4% YoY, reflecting reduced cultivated area, weaker yields
in Sindh, and significant flood-related damage in Punjab. Cotton consumption is expected to ease to 10.5 million bales, with
rising cost pressures, while imports are projected at 5.6 million bales to bridge the supply gap. Looking ahead, the government’s

approval of hybrid seed imports is expected to support yield recovery over the medium term, offering partial mitigation against
recurring structural challenges.

LTML demonstrated solid operational improvement across all divisions during FY25. The Spinning Division benefited from an
increase in installed capacity following the addition of new spindles, leading to higher yarn bag production and improved
operational efficiency. The Weaving Division delivered enhanced performance through efficiency initiatives and the
modernization of its machinery, including the replacement of obsolete looms with new air-jet looms. The Processing Division
likewise reported improved results, with higher production volumes and better capacity utilization, underscoring more effective
workflow management despite a challenging export environment.

Financial Risk

Capital Structure

The Company'’s equity base has continued to depict a steady upward trajectory over the years, increasing to Rs. 49.9bn. The
capitalization profile has also remained conservative, with gearing consistently stayed below 0.5x over the past five fiscal years.
Long-term borrowings declined during the period amid scheduled repayments.

Notably, in line with the Company’s conservative debt policy, the Company does not raise conventional debt on its balance sheet.
All outstanding facilities, including both short-term and long-term borrowings, consist of subsidized financings.

Information herein was obtained from sources believed to be accurate and reliable; h , VIS does not g tee the accuracy, adequacy or com pleteness of any information and is not responsible for any errors or omissions or
for the results obtained from the use of such information. For conducting this assignment, analyst did not deem necessary to contact external auditors or creditors given the unqualified nature of audited accounts and diversified
creditor profile. Copyright 2025 VIS Credit Rating Company Limited. All rights reserved. Contents may be used by news media with credit to VIS.
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Profitability

The Company'’s topline continued its growth trajectory, posting a 9% YoY increase in FY25, primarily driven by higher volumetric
sales. Over the last five years, LTML's revenues increased, reflecting an average annual growth rate. The sales mix remained
predominantly export-oriented, with export revenue accounting for 98% of total sales (FY24: 98%). The value-added segment
continued to be the core business focus, led by made-ups and apparel. Client concentration remained comparatively low relative
to peers. On the margins front, the Company’s profitability indicators continued to outperform its peers; however, margins
witnessed decline in FY25, in line with sector-wide pressures from elevated fuel and power costs and the absence of exchange
rate-driven gains.

Going forward, margins are expected to rebound, supported by management’s anticipation of improved international demand
and orders, as well as an expanding customer base and continued focus on high-value product categories.

Debt Coverage & Liquidity

The Company has consistently maintained a strong liquidity and coverage position. Liquidity indicators remained robust, with
short-term borrowings adequately covered and supported by a healthy current ratio. The cash conversion cycle remained stable,
and the Company continued to maintain a solid level of cash and short-term investments on its balance sheet.

Information herein was obtained from sources believed to be accurate and reliable; h , VIS does not guarantee the accuracy, adequacy or completeness of any information and is not responsible for any errors or omissions or
for the results obtained from the use of such information. For conducting this assignment, analyst did not deem necessary to contact external auditors or creditors given the unqualified nature of audited accounts and diversified

creditor profile. Copyright 2025 VIS Credit Rating Company Limited. All rights reserved. Contents may be used by news media with credit to VIS.
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Name of Rated Entity
Sector

Type of Relationship
Purpose of Rating

Rating History

Statement by the
Rating Team

Probability of Default

Disclaimer

RATING REPORT

Lucky Textile Mills Limited

Textile

Solicited

Entity Ratings
Rating Date b el (5 Short Term Rating Outlook Rating Action

Long Term
RATING TYPE: ENTITY

10-12-2025 AA Al+ Stable Upgrade
02-12-2024 AA- Al+ Stable Upgrade
20-11-2023 AA- Al Stable Reaffirmed
19-12-2022 AA- Al Stable Reaffirmed
28-12-2021 AA- Al Stable Reaffirmed
10-11-2020 AA- Al Stable Reaffirmed
18-11-2019 AA- Al Stable Initial

VIS, the analysts involved in the rating process and members of its rating committee do not have any
conflict of interest relating to the credit rating(s) mentioned herein. This rating is an opinion on credit
quality only and is not a recommendation to buy or sell any securities.

VIS’ ratings opinions express ordinal ranking of risk, from strongest to weakest, within a universe of
credit risk. Ratings are not intended as guarantees of credit quality or as exact measures of the
probability that a particular issuer or particular debt issue will default.

Information herein was obtained from sources believed to be accurate and reliable; however, VIS
does not guarantee the accuracy, adequacy or completeness of any information and is not
responsible for any errors or omissions or for the results obtained from the use of such information.
For conducting this assignment, analyst did not deem necessary to contact external auditors or
creditors given the unqualified nature of audited accounts and diversified creditor profile. Copyright
2025 VIS Credit Rating Company Limited. All rights reserved. Contents may be used by news media
with credit to VIS.
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Due Diligence Meeting . . s . .
Mr. Adnan Arif Chief Financial Officer
Conducted . . 17th November 2025
Mr. Yasir Rauf Finance Manager
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