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SABIC 
YTD stock outperformance warranted but lacks catalysts ahead

KEY DATA

Fair Value per S hare (S AR) 9 3 .4 0
Closing Price (S AR) * 8 1 .7 6
5 2 -week High / Low (S AR) 1 1 0 .5 0  / 7 0 .5 0
YTD / 1 2 -month Return -2 % /-7 %
P/E  (TTM) 1 2 .2         
S hares Outstanding (Millions) 3 ,0 0 0      
Market Cap (US D Millions) 6 5 ,4 0 8 
Free Float 2 4 .6 %
Daily Trading Turnover (  6 -mo avg.,US D Millions) 1 5 7 .8      

Reuters / B loomberg Code 2 0 1 0 .S E /S AB I C AB

*As of December 24, 2015. Source: Company reports and NBK Capital

KEY METRICS

2 0 1 4 A 2 0 1 5 F 2 0 1 6 F 2 0 1 7 F

E PS  (S AR) 7 .8 6 .7 6 .8 7 .2
E PS  Growth -7 % -1 4 % 2 % 5 %
P/E 1 0 .5 1 2 .2 1 2 .0 1 1 .4

Dividend Yield 6 .7 % 6 .7 % 6 .7 % 6 .7 %
E V/E B I TDA 7 .0 8 .2 7 .8 7 .4

Revenue (S AR Millions) 1 8 8 ,7 7 5  1 5 1 ,8 4 1  1 5 9 ,5 6 1  1 7 0 ,9 7 0  
Revenue Growth 0 % -2 0 % 5 % 7 %

E B I TDA (S AR Millions) 5 3 ,6 8 6    4 5 ,4 8 3    4 8 ,1 5 2    5 0 ,8 3 8    
E B I TDA Growth -5 % -1 5 % 6 % 6 %
E B I TDA Margin 2 8 % 3 0 % 3 0 % 3 0 %

Source: Company reports and NBK Capital

QUARTERLY FORECASTS

S A R  M illio ns 3 Q2 0 1 4 A 3 Q2 0 1 5 A 4 Q2 0 1 5 F 2 0 1 5 F

Revenue 4 8 ,0 7 1 3 7 ,3 5 2 3 6 ,8 3 0 1 5 1 ,8 4 1
Gross Profit 1 3 ,7 3 8 1 1 ,8 1 6 9 ,7 5 3 4 3 ,6 5 2

Source: Company reports and NBK Capital
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• Significant YTD outperformance, in line with 
expectations, but limited catalysts ahead: We have 
reduced our fair value for SABIC to SAR 93.40/
share (from SAR 95.30/share) and downgraded 
our recommendation on the stock from Buy to Hold 
(upside potential: 14%). SABIC has outperformed the 
broader Saudi Petrochemical Index (SASEPETR) by 
roughly 20% YTD; however, looking ahead, we believe 
that the company lacks catalysts to outperform its 
major regional peers in the short term. Among the 
main MENA petrochemical stocks under our coverage, 
we prefer exposure to Industries Qatar over SABIC (see 
our note ‘Industries Qatar: Recent underperformance 
offers good entry point; upgraded to Buy’ for more 
detail).

• We believe that SABIC’s YTD outperformance has been 
driven primarily by the company consistently beating 
market earnings expectations. SABIC reported net 
income of SAR 15.7 billion for 9M2015 (-18% YoY), 
beating the market consensus by more than 28%. 

• We believe that this earnings beat was driven primarily 
by better-than-expected performance from the 
company’s global operations amidst improving product 
spreads. We expect global operations to continue 
to support the company’s earnings trajectory, with 
a 2015-17F net income CAGR of 3.4%. The major 
upside risk to our earnings forecasts (and company’s 
valuation) comes from the announced restructuring 
of the company’s European operations, and we await 
further details to gauge the potential impact better.

• Changes to earnings estimates: We have increased our 
2015F net income by c.8%, driven primarily by the 
3Q2015 earnings beat. We are now 5% ahead of the 
Bloomberg consensus.

• We have cut our 2016F and 2017F earnings by 
1% each as a result of slightly lower product price 
realization forecasts that were broadly offset by 
improved margin expectations for the company’s 
global operations.

• 2015 DPS ahead of our estimate; we increase our 
dividend expectations: The company’s BoD proposed 
a DPS of SAR 3 for 2H2015, beating our SAR 2.5 
estimate and compared with SAR 2.5 for 1H2015. 
The total 2015 DPS would thus imply an 82% payout 
on 2015F earnings, compared with an average 63% 
for 2012-14. Looking ahead, we believe that SABIC 

**Please refer to page 5 for recommendations and risk ratings.
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Fair Value: SAR 93.40
Upside: +14%
Risk Level: 3**
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can easily keep its payout ratio above historical levels, supported by lower capex and 
reduced leverage.

• We have increased our DPS forecasts from SAR 5 to SAR 5.5 for both 2016 and 
2017, implying an average payout of around 79% for these two years.

Figure 1 Leverage Trend 
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Source: Company reports, NBK Capital

Figure 2 Dividend Trend
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Figure 3 Earnings Forecasts: NBK Capital versus Consensus

NB K Capital Consensus Difference NB K Capital Consensus Difference

Revenues 1 5 1 ,8 4 1 1 5 5 ,3 4 6 -2 % 1 5 9 ,5 6 1 1 6 6 ,5 7 6 -4 %

E B I TDA 4 5 ,4 8 3 4 4 ,8 9 7 1 % 4 8 ,1 5 2 4 7 ,8 5 5 1 %

Net I ncome 2 0 ,1 0 5 1 9 ,2 1 8 5 % 2 0 ,5 0 2 2 0 ,8 0 8 -1 %

E PS  (S AR) 6 .7 6 .4 5 % 6 .8 6 .9 -1 %

S AR million

2 0 1 5 F 2 0 1 6 F

Source: Company reports and NBK Capital
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FINANCIAL STATEMENTS

I ncome S tatement (S AR Millions)

Fiscal Year E nds December 2 0 1 3 2 0 1 4 2 0 1 5 2 0 1 6 2 0 1 7

Revenue 1 8 9 ,0 3 8      1 8 8 ,7 7 5      1 5 1 ,8 4 1      1 5 9 ,5 6 1      1 7 0 ,9 7 0      
Cost of S ales (1 3 3 ,7 2 9 )     (1 3 6 ,3 7 5 )     (1 0 8 ,1 8 9 )     (1 1 6 ,1 0 8 )     (1 2 4 ,5 0 9 )     
Gross Profit 5 5 ,3 1 0         5 2 ,4 0 0         4 3 ,6 5 2         4 3 ,4 5 3         4 6 ,4 6 1         
S elling/General/Admin. E xpenses (1 2 ,7 1 9 )       (1 3 ,6 1 5 )       (1 2 ,5 6 3 )       (1 0 ,0 5 2 )       (1 0 ,7 7 1 )       
E BI TDA 5 6 ,6 2 2         5 3 ,6 8 6         4 5 ,4 8 3         4 8 ,1 5 2         5 0 ,8 3 8         
Depreciation/Amortization (1 4 ,0 3 1 )       (1 4 ,7 7 7 )       (1 4 ,3 9 4 )       (1 4 ,7 5 2 )       (1 5 ,1 4 8 )       
Operating I ncome 4 2 ,5 9 1         3 8 ,9 0 9         3 1 ,0 8 9         3 3 ,4 0 1         3 5 ,6 9 0         
Net I ncome before Taxes 4 2 ,3 9 1         3 9 ,4 4 9         3 2 ,3 2 5         3 3 ,7 5 4         3 6 ,6 6 5         
Provision for I ncome Taxes (2 ,3 0 0 )          (2 ,1 0 0 )          (2 ,1 5 0 )          (2 ,4 0 0 )          (2 ,4 0 0 )          
Net I ncome after Taxes 4 0 ,0 9 1         3 7 ,3 4 9         3 0 ,1 7 5         3 1 ,3 5 4         3 4 ,2 6 5         
Minority I nterest (1 4 ,8 6 3 )       (1 3 ,9 1 5 )       (1 0 ,0 7 0 )       (1 0 ,8 5 1 )       (1 2 ,7 8 2 )       
Net I ncome 2 5 ,2 2 8         2 3 ,4 3 3         2 0 ,1 0 5         2 0 ,5 0 2         2 1 ,4 8 3         
E PS  (S AR) 8 .4                7 .8                6 .7                6 .8                7 .2                

Historical Forecast

Balance S heet (S AR Millions)

Fiscal Year E nds December 2 0 1 3 2 0 1 4 2 0 1 5 2 0 1 6 2 0 1 7

AS S E TS

Cash and Cash E quivalents 6 8 ,2 2 8          7 2 ,9 5 5          6 9 ,5 2 2          7 4 ,5 4 8          7 5 ,6 5 0          
Total Receivables, Net 3 4 ,1 8 2          3 0 ,1 6 8          3 3 ,1 9 2          3 0 ,5 8 6          3 1 ,5 6 8          
I nventory 3 2 ,4 4 2          3 2 ,5 5 1          2 9 ,3 1 1          2 5 ,3 3 9          2 7 ,3 4 0          
Total Current Assets 1 3 4 ,8 5 2       1 3 5 ,6 7 4       1 3 2 ,0 2 5       1 3 0 ,4 7 3       1 3 4 ,5 5 8       

Property/P lant/E quipment, Net 1 6 5 ,4 3 5       1 6 4 ,3 3 3       1 6 1 ,3 5 8       1 5 4 ,6 1 1       1 4 7 ,9 6 2       
Other long term assets 1 6 ,5 8 7          2 1 ,5 4 7          1 8 ,8 5 7          1 9 ,0 5 0          1 9 ,2 4 8          
TOTAL AS S E TS 3 3 9 ,0 7 1       3 4 1 ,0 5 3       3 3 1 ,7 3 9       3 2 3 ,6 3 3       3 2 1 ,2 6 7       

LI ABI LI TI E S  & E QUI TY

Accounts Payables 1 9 ,5 0 4          1 7 ,6 5 9          1 4 ,4 3 0          1 4 ,4 8 0          1 8 ,2 2 7          
B ank B orrowings 7 ,9 1 7            1 3 ,9 7 3          1 2 ,7 1 5          1 1 ,8 9 7          1 1 ,8 9 7          
Total Current Liabilities 4 4 ,4 6 6          4 3 ,7 8 9          3 9 ,3 0 3          3 8 ,5 3 4          4 2 ,2 8 1          

B ank B orrowings (Long Term) 7 3 ,9 4 7          6 9 ,1 7 6          5 7 ,7 4 1          4 6 ,4 0 1          3 5 ,3 0 4          
Minority I nterest 5 0 ,3 8 5          4 9 ,4 5 8          4 9 ,4 5 8          4 9 ,4 5 8          4 9 ,4 5 8          
Other Liabilities, Total 1 4 ,0 0 1          1 6 ,0 1 0          1 9 ,0 1 4          1 9 ,0 1 4          1 9 ,0 1 4          
Total Liabilities 1 8 2 ,7 9 9       1 7 8 ,4 3 4       1 6 5 ,5 1 5       1 5 3 ,4 0 7       1 4 6 ,0 5 7       

Total E quity 1 5 6 ,2 7 1       1 6 2 ,6 1 9       1 6 6 ,2 2 4       1 7 0 ,2 2 6       1 7 5 ,2 0 9       

TOTAL LI ABI LI TI E S  AND E QUI TY 3 3 9 ,0 7 1       3 4 1 ,0 5 3       3 3 1 ,7 3 9       3 2 3 ,6 3 3       3 2 1 ,2 6 7       

Historical Forecast

Source: Company reports and NBK Capital
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Cash Flow (S AR Millions)

Fiscal Year E nds December 2 0 1 3 2 0 1 4 2 0 1 5 2 0 1 6 2 0 1 7

Cash from Operating Activities 5 9 ,9 9 7          5 4 ,1 7 1          4 6 ,6 1 1          5 1 ,7 6 9          4 9 ,1 9 1          
Cash from I nvesting Activities (1 8 ,0 3 9 )        (2 5 ,6 8 4 )        (1 0 ,7 8 1 )        (7 ,2 3 3 )           (7 ,7 1 0 )           
Cash from Financing Activities (4 1 ,2 4 6 )        (3 3 ,0 6 6 )        (3 9 ,2 6 3 )        (3 9 ,5 0 9 )        (4 0 ,3 7 9 )        
Net Change in Cash 7 1 1               4 ,7 2 6            (3 ,4 3 3 )           5 ,0 2 7            1 ,1 0 2            

Historical Forecast

Key Metrics and Ratios

Fiscal Year E nds December 2 0 1 3 2 0 1 4 2 0 1 5 2 0 1 6 2 0 1 7

Growth
Revenue 0 % 0 % -2 0 % 5 % 7 %
Operating Profit 4 % -9 % -2 0 % 7 % 7 %
E B I TDA 4 % -5 % -1 5 % 6 % 6 %
Net Profit 2 % -7 % -1 4 % 2 % 5 %

Margin and Profitability
E B I TDA margin 3 0 % 2 8 % 3 0 % 3 0 % 3 0 %
Net Profit Margin (before minorities) 2 1 % 1 2 % 2 0 % 2 0 % 2 0 %

Valuation
E PS  (S AR) 8 .4                7 .8                6 .7                6 .8                7 .2                
DPS  (S AR) 5 .0                5 .5                5 .5                5 .5                5 .5                
Payout Ratio (% ) 5 9 % 7 0 % 8 2 % 8 0 % 7 7 %
Dividend Yield (% ) 6 .1 % 6 .7 % 6 .7 % 6 .7 % 6 .7 %

P/E  (x) 9 .7                1 0 .5             1 2 .2             1 2 .0             1 1 .4             
P/B V (x) 1 .6                1 .5                1 .5                1 .4                1 .4                
E V/S ales (x) 2 .0                2 .0                2 .5                2 .3                2 .2                
E V/E B I TDA (x) 6 .6                7 .0                8 .2                7 .8                7 .4                

Historical Forecast

Source: Company reports and NBK Capital
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RISK AND RECOMMENDATION GUIDE*

RECOMMENDATION UPSIDE (DOWNSIDE) 

BUY MORE THAN 15%

HOLD BETWEEN -15% AND 15%

SELL LESS THAN -15%

RISK LEVEL

LOW RISK HIGH RISK

1 2 3 4 5
*In exceptional situations, the analyst can exercise discretion and assign a recommendation for a stock which differs from the one indicated by the bands.

DISCLAIMER

The information, opinions, tools, and materials contained in this report (the “Content”) are not addressed to, or intended for publication, distribution to, or use by, 
any individual or legal entity who is a citizen or resident of or domiciled in any jurisdiction where such distribution, publication, availability, or use would constitute a 
breach of the laws or regulations of such jurisdiction or that would require Watani Investment Company KSCC (“NBK Capital”) or its parent company, its subsidiaries 
or its affiliates (together “NBK Group”) to obtain licenses, approvals, or permissions from the regulatory bodies or authorities of such jurisdiction. The Content, unless 
expressly mentioned otherwise, is under copyright to NBK Capital. Neither the Content nor any copy of it may be in any way reproduced, amended, transmitted to, copied, 
or distributed to any other party without the prior express written consent of NBK Capital. All trademarks, service marks, and logos used in this report are trademarks or 
service marks or registered trademarks or registered service marks of NBK Capital. 

The Content is provided to you for information purposes only and is not to be used, construed, or considered as an offer or the solicitation of an offer to sell or to buy or 
to subscribe for any investment (including but not limited to securities or other financial instruments). No representation or warranty, express or implied, is given by NBK 
Capital or any of its respective directors, partners, officers, affiliates, employees, advisors, or representatives that the investment referred to in this report is suitable for 
you or for any particular investor. Receiving this report shall not mean or be interpreted that NBK Capital will treat you as its customer. If you are in doubt about such 
investment, we recommend that you consult an independent investment advisor since the investment contained or referred to in this report may not be suitable for you 
and NBK Capital makes no representation or warranty in this respect. 

The Content shall not be considered investment, legal, accounting, or tax advice or a representation that any investment or strategy is suitable or appropriate for your 
individual circumstances or otherwise constitutes a personal recommendation to you. NBK Capital does not offer advice on the tax consequences of investments, and 
you are advised to contact an independent tax adviser. 

The information and opinions contained in this report have been obtained or derived from sources that NBK Capital believes are reliable without being independently 
verified as to their accuracy or completeness. NBK Capital believes the information and opinions expressed in this report are accurate and complete; however, NBK 
Capital gives no representations or warranty, express or implied, as to the accuracy or completeness of the Content. Additional information may be available upon request. 
NBK Capital accepts no liability for any direct, indirect, or consequential loss arising from the use of the Content. This report is not to be relied upon as a substitution 
for the exercise of independent judgment. All technical recommendations should be combined with a review of the fundamentals of the company before making any 
investment decision. In addition, NBK Capital may have issued, and may in the future issue, other reports that are inconsistent with and reach different conclusions from 
the information presented in this report. Those reports reflect the different assumptions, views, and analytical methods of the analysts who prepared the reports, and NBK 
Capital is under no obligation to ensure that such other reports are brought to your attention. NBK Capital may be involved in many businesses that relate to companies 
mentioned in this report and may engage with them. Past performance should not be taken as an indication or guarantee of future performance, and no representation 
or warranty, express or implied, is made regarding future performance. Information, opinions, and estimates contained in this report reflect a judgment at the report’s 
original date of publication by NBK Capital and are subject to change without notice. 

The value of any investment or income may fall as well as rise, and you may not get back the full amount invested. Where an investment is denominated in a currency 
other than the local currency of the recipient of the research report, changes in the exchange rates may have an adverse effect on the value, price, or income of that 
investment. In the case of investments for which there is no recognized market, it may be difficult for investors to sell their investments or to obtain reliable information 
about their value or the extent of the risk to which they are exposed. 

NBK Capital has not reviewed the addresses of, the hyperlinks to, or the websites referred to in the report and takes no responsibility for the content contained therein. 
Such address or hyperlink (including addresses or hyperlinks to NBK Capital’s own website material) is provided solely for your convenience and information, and the 
content of the linked site does not in any way form part of this document. Accessing such websites or following such links through this report or NBK Capital’s website 
shall be at your own risk. 

NBK Group may have a financial interest in one or any of the securities that are the subject of this report. Funds managed by NBK Group may own the securities that 
are the subject of this report. NBK Group may own units in one or more of the aforementioned funds. 

NBK Group may be in the process of soliciting or executing fee-earning mandate or doing business for companies that are either the subject of this report or are 
mentioned in this report. As a result, you should be aware that NBK Group may have material conflict of interest that could affect the objectivity of this report.

© COPYRIGHT NOTICE

This is a publication of NBK Capital. No part of this publication may be reproduced or duplicated without the prior consent of NBK Capital.
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