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In our monthly note, we update price movements of

major petrochemical products, manufacturing activity
in key demand markets, recent announcements and
valuations of Saudi petrochemical companies and

their global peers.

Price movement of key petrochemical products

Products 1-Month
Ethylene -3.3%
HDPE -1.7%
LDPE -0.8%
Propylene +6.1%
Polypropylene +0.0%
Methanol +3.1%
Benzene +6.5%
Ammonia +3.8%
Urea +7.3%

YTD Performance (Rebased to 100)
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Petrochemicals Monthly - May 2016
Product prices likely to inch up

Post better than expected results announced by Saudi petrochemical companies
in Q1, key product prices slightly declined on a m-o-m basis with LDPE and
HDPE down 1.7% and 0.8% respectively, and Polypropylene remaining flat.
However feedstock costs were up based on benchmark prices set by Aramco for
exports from Ras Tunura (Propane +1.5% m-o0-m and Butane +8.6% m-o-m).
Given the lag effect between oil prices and petrochemical product prices, we
believe product prices will likely inch higher as benchmark crude prices rose for
the second straight month in April (Brent: +16.2% m-o-m; WTI: +15.5% m-o0-m)
supported by continuous decline in US rig count along with weak dollar. The
decrease in US crude output also supported oil prices coupled with disruptions
in production in few regions. As for the export volumes, looking at the global
manufacturing activity, the US and India PMI eased in April but remained in
the expansionary zone, while Eurozone manufacturing PMI came in marginally
higher. The more important (for Saudi petrochemical companies) Chinese PMI
witnessed deterioration in the manufacturing sector and continued in the
contraction territory. Net-net the Saudi Petrochemical index surged 4.2%
during the month, led by gains in stocks like Saudi Kayan (39.3%), SABIC
(18.2%), coupled with positive contribution from NIC (31.4%), Chemanol
(25.7%) and APC (18.6%). Meanwhile, TASI gained 9.4% m-o-m. Saudi
companies are mostly trading in line with their peers in the GCC and US region,
but cheaper than European and Asian companies.

Crude prices surge: Brent crude prices and WTI rose sharply (Brent: +16.2%
m-o-m; WTI: +15.5% m-o-m) to record its highest peak in 2016. The rise in oil
prices was supported by continuous drop in US crude output along with weak
US dollar. Oil prices were also boosted by production disruption in Kuwait
(worker strike), Nigeria and Venezuela. The fall in US oil rig count (332 as of
April 29 vs 372 in March 2016; source: Baker Hughes) supported the jump in oil
prices. Crude oil inventories in the US increased by ~2.0mn barrels in the week
ended April 27, well below the market expectations of 2.36mn rise. OPEC crude
production increased 0.484mbpd in April to record 33.21mbpd as compared to
the revised figure of ~32.73 mbpd in March 2016 (Source: Bloomberg), as Iran
increased its production to regain its market share.

Feedstock prices rise sharper than petrochemical product prices: Most
petrochemical product fell during the month: Ethylene (-3%) HDPE (-2%),
LDPE (-1%), LLDPE (-3%), Styrene (-5%), MEG (-7.8%). Some products rose:
Methanol (+3%), Propylene (+6%), MTBE (+31%). On the other hand, naphtha
prices rose sharply on the back of higher crude oil prices, while petrochemical
product prices were comparatively subdued due to sluggish manufacturing
activity globally. Naphtha prices were up ~10% m-o-m in Asia, while CIF North
West Europe Naphtha reached near a 5-month high. As a result, Ethylene-
Naphtha spread in Asia was down ~9% m-o-m by April-end. Saudi Aramco
announced only a 1.5% m-o-m increase in Propane prices (Butane: +8.6% m-o-
m), while US propane prices were up more than 20% m-o-m. Thus, we believe
Saudi producers are comparatively better off than their global peers.
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USA. Al Rajhi research is prepared by research analysts who are not registered in the USA. Al Rajhi research is distributed in the USA pursuant to
Rule 15a-6 of the Securities Exchange Act of 1934 solely by Rosenblatt Securities, an SEC registered and FINRA-member broker-dealer.
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Manufacturing slows down: US January PMI recorded an expansion for the second
successive month, coming in at 50.8. The PMI stat was below the market expectations as well
as the previous month figure. Eurozone PMI edged up to 51.7 in April from 51.6 in March due
to improvement in employment for the twentieth consecutive months. The Caixin PMI for
China continued to be in the contraction zone, declining to 49.4 in April (49.7 in March,
2016) on back of sluggish new orders and new exports work along with rising unemployment.
PMI in India too witnessed a drop in April, recording 50.5 in April versus 52.4 in the previous
month due to declining output on account of weak demand.

Key news & announcements

¢ Sipchem to shut down 3 units for maintenance on May 1: Saudi International
Petrochemical Co. (Sipchem) is planning to temporarily shut down three of its units due to
maintenance starting from May 1. The planned maintenance will last for 15 days and be
carried out at the company’s Carbon Monoxide of International Gases Company (IGC),
Acetic Acid of International Acetate Company (IAC) and Ethyl Acetate of Sipchem
Chemicals Co. (SCC) units. The work on the units is aimed at enhancing production
efficiency and reliability and the financial impact will be announced upon completion, and
later reflect on Q2-2016 results. (Source: Tadawul, Argaam)

¢ Saudi Aramco hikes May butane, propane prices: Saudi Aramco has increased its
May contract prices for propane and butane by $5 and $30 a ton, respectively, compared to
the previous month. Propane was priced at $325 a ton and butane at $380 a ton on a free-
on-board (FOB) basis from the Port of Ras Tanura. Aramco’s pricing is the benchmark for
exporters in Asia, as the company is the largest liquid petroleum gas exporter to the region.
The company’s new pricing system came into effect earlier this year. (Source: Argaam)

¢ Saudi Kayan resumes ops at ethylene oxide, glycol-dependent units: Saudi
Kayan Petrochemical Co. on Tuesday restarted operations at the plants that use ethylene
glycol and ethylene oxide complex. Earlier this month, Kayan had even resumed its
operations at the ethylene glycol and oxide ethylene plant after completing the scheduled
maintenance. The company started its scheduled periodic maintenance at its plants on
March 1, 2016. (Source: Argaam)

¢ Advanced Petrochemical Company announces the dividend distribution
method for the Q1 2016: APC has informed its shareholders that dividend distribution
for the 1st quarter of 2016 will commence on Thursday April 14, 2016 in their respective
bank accounts which are linked with the portfolios and registered in Tadawul records on
the closing of trading on March 31, 2016, in all local Saudi banks at SR 0.75 per share. Al
Rajhi Bank will process the dividend distribution to all eligible Shareholders through direct
transfers. (Source: Tadawul)

e Saudi Arabia Basic Industries Corporation (SABIC) announces for an accident
in a Jubail United Petrochemical Industries: SABIC announces the occurrence of a
mishap in a Jubail United Petrochemical Industries (a subsidiary) in Jubail Industrial City
firm at 11:40 pm on Saturday, April 16, 2016, during a single contractors workers
implementing periodic maintenance work Qlakol in and associated with the replacement
catalytic ethylene plant , where the smoke that caused emergence inside the reactor , which
housed 23 workers and technicians, Pachtnaqat caused the death of 12 people, and
wounding 11 others , and the case of six of them in critical condition . SABIC and all its
employees expressed deep grief and sorrow for what happened and sincere condolences to
the families and relatives of victims of the incident. (Source: Tadawul)

¢ Sipchem set to meet investors for potential Sukuk: Saudi International
Petrochemical Company (Sipchem) will meet with qualified investors later this month
about a potential sukuk issuance. The offering, if approved, would be made through private
placement and directed solely to sophisticated investors and the value of the Sukuk would
be determined based on market conditions. Riyad Capital and NCB Capital have been
appointed as lead managers for the potential offer, which is still subject to the Offers of

Disclosures Please refer to the important disclosures at the back of this report. 2
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Securities Regulation issued by the Capital Market Authority (CMA), the kingdom’s market
regulator (Source: Argaam)

¢ Saudi Arabia set to launch petchem projects worth $46 bln: Saudi Arabia is
planning to launch 42 petrochemical projects over the next five years, worth a total of $46
billion. Speaking at the opening of the 6th KACST-Oxford Petrochemical Forum in Riyadh
on Tuesday, Prince Turki revealed that the planned projects would cover the production of
120 new products. Around 26 industrialized petrochemical projects under currently in the
pipeline which are estimated to cost a combined $15 billion, he said, adding that Sadara
and Saudi Aramco are expected to produce three million tons of chemicals and polymers.
(Source: Argaam)

¢ Tasnee ilmenite project to start production H1-17 : The National Industrialization
Company’s (Tasnee) ilmenite treatment project will start commercial production during
the first half of 2017. Located in Jazan Economic City, the project trial startup will be
during the second half of 2016. The technical work and testing for the project trial is still
ongoing because of its large size and nature of technology used. The financial impact of
such project on Tasnee consolidated result cannot be determined at this stage. (Source:
Mubasher)

¢ SABIC raises local urea price to SAR 780/ton in May: Saudi Basic Industries Corp.
(SABIC) has increased its local urea price for May by SAR 37 per ton month-on-month to

SAR 780 per ton. SABIC has kept the May price for Diammonium Phosphate (DAP)
unchanged at SAR 1,980 per ton for the fourth consecutive month. (Source: Argaam)

Summary of Q1 2016 Results

Figure 1 Quarterly results of listed Saudi petrochemical companies

. Revenues Net Income
Companies (SAR mn)

Q12015 Q42015 Q12016 % change y-0-)Q1 2015 Q4 2015 Q1 2016 % change y-o0-y
Advanced Petrochemicals Co 468 542 488 4.3% 90 146 146 62.4%
Alujain Corp 221 401 305 38.1% @7 27 2 NM
Methanol Chemicals Co 196 166 158 -19.3% (15) (60) (31) NM
Nama Chemicals Co 127 108 108 -15.2% (31) (25) (24) NM
National Industrialization Co 3,942 3,377 3,718 -5.7% (333) (690) (95) NM
National Petrochemical Co 1,771 1,655 1,660 -6.3% 102 178 122 20.1%
Rabigh Refining & Petrochemicals Co 7,648 2,696 4,947 -35.3% 205 (1,009) (33) -115.9%
Sahara Petrochemical Co 262 433 419 59.8% (50) (48) 55 NM
Saudi Arabian Fertilizer Co 962 814 691 -28.2% 590 379 286 -51.5%
Saudi Basic Industries Corp 35,564 34,157 31,153 -12.4%| 3,935 3,075 3,406 -13.4%
Saudi Industrial Investment Group 1,771 1,655 1,659 -6.3% 126 55 88 -30.0%
Saudi International Petrochemical Co 826 872 892 8.0% 81 26 51 -37.1%
Saudi Kayan Petrochemical Co 1,753 1,879 1,693 -3.4% (592) (624) (216) NM
Yanbu National Petrochemicals Co 1,717 1,831 1,496 -12.9% 285 393 402 40.9%
Petrochemicals 54,974 50,584 47,004 -14.5%| 4,376 1,823 4,158 -5.0%

Source: Bloomberg, Tadawul, Al Rajhi Capital
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Saudi Petrochemical Index vs. Major Indices

Figure 2 Saudi Petrochemical Index vs. TASI and Industry Indices (Petrochemical Index +14.2% and TASI +9.4% m-0-m)
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Crude, Gas and Naphtha Spot Prices
Figure 3 European Brent Crude (+16.2% m-0-m) Figure 4 WTI Crude (+15.5% m-0-m)
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Figure 5 Natural gas (Henry Hub) (-1.6% m-0-m) Figure 6 Naphtha (+12.0% m-0-m)
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Manufacturing activity and economic growth trend in key markets

Figure 7 United States Manufacturing PMI (50.8 vs 51.8) Figure 8 Euro zone Manufacturing PMI (51.7 vs 51.6)
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Figure 9 China Manufacturing PMI (49.4 vs 49.7) Figure 10 India Manufacturing PMI (50.5 vs 52.4)
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Figure 11 Real GDP growth trend
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Petrochemical product price trends
Basic Olefins & Polyolefins

Figure 12 Ethylene Asia (-3.3% m-0-m) Figure 13 Polyethylene (HDPE: -1.7%, LDPE: -0.8% m-0-m)
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Figure 14 Propylene (+6.1% m-o-m) Figure 15 Polypropylene (0.0% m-0-m)
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Methanol & MTBE

Figure 16 Methanol (+3.1% m-0-m)

Figure 17 Methyl Tertiary Butyl Ether (MTBE) (+31.1% m-0-m)
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Benzene & its derivatives
Figure 18 Benzene (+6.5% m-0-m) Figure 19 Toluene (+3.2% m-0-m)
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Figure 20 Styrene (-4.5% m-o0-m) Figure 21 Polystyrene (-3.8% m-o0-m)
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Other key petrochemical products

Figure 22 Mono-ethylene glycol (-7.1% m-0-m)
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Figure 24 Vinyl chloride monomer (+10.4% m-0-m)
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Figure 26 Purified terephthalic acid (+2.4% m-o-m)
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Figure 23 Ethylene di-chloride (+20.0% m-o0-m)
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Figure 25 Polyvinyl chloride (+3.1% m-0-m)
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Figure 27 Caustic soda (+0.2% m-o-m)
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Ammonia & Fertilizers

Figure 28 Ammonia (+3.8% m-0-m) Figure 29 Urea (+7.3% m-0-m)
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Metals
Figure 30 Gold (+4.9% m-0-m) Figure 31 Aluminum (+7.3% m-0-m)
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Figure 32 Price movement of key petrochemicals, fertilizers and metals

Products Recent Price % Change

1-Month QTD YTD 1-Year
European Brent (US$/bbl) 474 16.2 16.2 15.3 (33.4)
WTI (US$/bbl) 45.9 155 155 12.8 (28.4)
Natural Gas (US$/mmbtu) 1.9 (1.6) (1.6) (17.5) (25.5)
Naphtha (US$/ton) 426.8 10.3 10.3 4.0 (27.0)
Key petrochemicals (US$/ton)
Ethylene 1165 (3.3) (3.3) 11.0 (15.3)
HDPE 1190 @.7) .7 13.3 (14.4)
LDPE 1210 0.8) 0.8) 14.2 (17.1)
Propylene 669 2.4 24 9.9 (40.1)
Polypropylene 1050 0.0 0.0 24.3 (22.2)
Methanol 229 0.4 04 13.4 (32.0)
MTBE 662 311 311 25.6 (17.7)
Benzene 640 41 41 12.3 (27.3)
Toluene 640 3.2 3.2 3.2 (22.0)
Styrene 1100 0.9 0.9 25.7 (21.4)
Polystyrene 1250 (3.8) (3.8) 17.4 (14.7)
Other petrochemicals (US$/ton)
Mono-ethylene glycol 798 (7.1) (7.1) 10.2 (33.3)
Ethylene di-chloride 270 20.0 20.0 12.5 (21.7)
Vinyl chloride monomer 690 10.4 104 12.2 (13.2)
Polyvinyl chloride 825 3.1 31 14.6 (7.8)
Purified terephthalic acid 630 24 24 8.6 (16.6)
Caustic soda 543 0.0 0.0 0.7 (1.3)
Fertilizers (US$/ton)
Ammonia 275 38 38 (8.3) (31.3)
Urea 220 7.3 7.3 (8.3) (20.0)
Metals
Gold (US$/oz) 1294 4.9 49 219 9.2
Aluminum (US$/ton) 1923 7.3 7.3 14.1 (7.9)

Source: Bloomberg, Al Rajhi Capital
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Figure 33 Performance of Saudi petrochemical companies vs. global peers

Company Currency Last Price % Change 52-Week Dividend

1 Month QTD YTD 1 Year High Low LTM Yield
Saudi Arabia
SABIC SAR 84.99 18.2 18.2 15.6 (35.2) 110.5 59.5 55 6.5%
SAFCO SAR 65.87 (0.6) (0.6) (16.2) (23.6) 1275 61.0 6.0 9.1%
Sipchem SAR 14.44 9.6 9.6 3.1 (50.3) 35.0 9.8 0.6 4.2%
NIC SAR 12.02 314 314 133 (62.4) 26.7 75 1.0 8.3%
Yansab SAR 42.25 11.2 11.2 33.8 (38.1) 57.5 238 2.0 4.7%
APC SAR 47.78 18.6 18.6 314 (10.6) 61.0 31.9 3.0 6.3%
SPC SAR 10.60 240 240 35 (53.5) 16.8 7.4 NA NM
Saudi Kayan SAR 7.05 39.3 39.3 41 (50.3) 12.6 4.4 NA NM
PetroRabigh SAR 12.63 20.1 20.1 29 (50.0) 25.7 7.0 0.5 4.0%
SIG SAR 13.70 121 121 0.8) (51.8) 29.6 9.8 NA NM
Chemanol SAR 7.23 25.7 25.7 11 (47.8) 14.8 5.0 NA NM
Nama SAR 6.96 19.2 19.2 (2.5) (51.1) 13.0 5.0 NA NM
Alujain SAR 15.45 8.3 8.3 7.2 (35.0) 244 9.5 NA NM
National Petrochemical SAR 17.40 4.8 4.8 4.2 (43.3) 29.8 10.6 NA NM

Middle East & Africa (ex-Saudi Arabia)

Industries Qatar QAR 105.00 (3.0 3.0 (1.0) (26.7) 152.0 88.0 5.0 4.8%
Mesaieed Petrochem QAR 19.76 35 35 5.9 (33.2) 26.3 14.0 0.7 3.5%
Sidi Kerir EGP 12.95 24 24 14.0 (26.3) 149 10.0 0.4 3.1%
Al Qurain Kwd 212.00 104 104 12.8 (25.9) 212.0 140.0 10.0 4.7%
Sasol ZAr 47,135.00 8.2 8.2 139 (28.5) 49,7470 35,400.0 1,720.0 3.6%
Europe

BASF EUR 71.90 13.2 13.2 NA (5.3) 91.1 56.0 29 4.0%
Solvay EUR 88.26 0.1 0.1 8.8) 9.9) 128.8 70.5 33 3.7%
Lanxess EUR 46.19 9.5 9.5 NA 3.1) 56.5 329 05 1.1%
Arkema EUR 69.68 5.6 5.6 7.9 17.3 74.5 48.2 19 2.7%
Yara NOK 322.40 35 35 NA 22.7 431.4 300.7 13.0 4.0%
Akzo Nobel EUR 61.89 B3 5.3 22 147 71.2 49.9 16 2.5%
Clariant CHF 18.15 6.9 6.9 NA 10.2 20.7 14.9 04 2.2%

North America

Eastman USD 76.38 5.7 5.7 13.9 (10.3) 83.9 56.0 1.7 2.3%
Dow UsD 52.61 34 34 3.1 (15.5) 57.1 35.1 18 3.3%
Westlake usD 50.19 8.4 8.4 (7.2) (42.6) 79.3 39.9 0.7 1.4%
Celanese Corp usD 70.70 85 85 6.1 1.3) 74.6 54.4 13 1.8%
Methanex USsD 34.96 8.8 8.8 6.8 (37.8) 61.4 22.7 11 3.1%
LyondellBasell Industries UsD 82.67 (34) (3.4) (3.9) (22.8) 107.3 69.1 3.1 3.8%
Axiall Corp UsSD 23.55 7.8 7.8 54.0 (38.3) 423 9.0 0.6 2.7%
Huntsman Corp UsD 15.74 18.3 18.3 39.9 (37.2) 23.8 75 0.5 3.2%
Asia

Indorama Ventures THB 28.50 25.0 25.0 NA (17.9) 29.3 19.0 0.4 1.5%
Mitsui Chemicals JPY NA NA NA NA 35.8 545.0 320.0 8.0 NM
Sumitomo JPY NA NA NA NA 65.2 795.4 441.0 14.0 NM
Formosa Chemicals & Fibre Corp TWD 82.40 2.7 2.7 114 (4.9) 87.1 59.0 1.2 1.5%
Lotte Chemical Corp KRW 292,500.00 (14.3) (143) NA 52.0 357,000.0 212,000.0 2,500.0 NM
Formosa Plastics Corp TWD 80.30 0.6 0.6 43 (5.2) 825 59.5 17 2.1%
LG Chem KRW 297,000.00 9.3) 9.3) NA (11.3) 344,500.0 206,500.0 4,500.0 1.5%
Indices

Saudi Petrochemical Index SAR 4576.74 14.2 14.2 7.1 (44.2) 7,069.2 3,267.1 268.3 5.9%
S&P500 Chemical Index UsD 485.96 2.7 2.7 2.8 (11.6) 535.7 400.4 11.6 2.4%
MSCIWorld Chemical Index usD 266.90 83 33 25 (10.5) 301.2 228.4 71 2.7%
TASI SAR 6,805.84 94 94 (1.5) (32.3) 9,897.5 5,348.6 257.1 3.8%

Source: Bloomberg, Al Rajhi Capital Note: Prices as of April 30, 2016.
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Figure 34 Margins and Valuation Metrics - Saudi petrochemical companies vs. global peers

Company MarketCap  OPraUNG  \ot margin P/E P/B EV/Sales  EV/EBITDA Roe  OPeraing R o
margin OE
Saudi Arabia
SABIC 254,970 19.6 12.7 11.3x 1.4x 1.8x 6.4x 11.0 17.0 54
SAFCO 27,446 50.5 55.7 13.5x 4.8x 9.2x 12.7x 24.2 21.9 194
Sipchem 5,295 16.0 7.2 15.5x 1.3x 4.1x 10.0x 4.4 9.9 1.5
NIC 8,040 0.2) (7.9) NA 1.0x 2.2x 11.1x (13.2) (0.4) (2.6)
Yansab 23,766 24.7 19.8 13.7x 1.7x 3.4x 8.0x 8.8 10.9 6.0
APC 7,836 328 321 9.3x 3.0x 2.8x 7.9x 333 34.1 19.9
SPC 4,651 15.0 9.3 80.7x 1.0x 4.6x 22.4x 2.7 4.3 1.7
Saudi Kayan 10,575 (2.2) (11.0) NA 1.0x 4.1x 15.7x (6.7) 1.3) (2.0)
PetroRabigh 11,064 (4.4) (4.4) 18.4x 1.5x 1.0x 14.0x (11.0) (11.1) (1.8)
SIG 6,165 251 9.6 9.5x 1.3x 3.1x 10.0x 9.8 25.6 2.6
Chemanol 872 (10.4) (19.0) 34.4x 0.7x 2.3x 8.5x (9.5) (5.2) (5.3)
Nama 894 (21.9) (15.1) NA 0.9x 3.3x 119.3x (5.9) (8.5) 2.7)
Alujain 1,069 18.9 7.3 8.9x 1.2x 1.7x 5.8x 10.9 28.3 3.1
National Petrochemical 8,352 25.3 12.9 11.3x 1.8x 2.9x 9.3x 17.0 333 4.1
Middle East & Africa (ex-Saudi
Arabia)
Industries Qatar 63,525 17.6 82.8 13.0x 2.4x 13.4x 62.1x 13.6 2.9 12.7
Mesaieed Petrochem 24,825 NA NA 20.1x 1.9x NA NA 8.8 0.1) 8.7
Sidi Kerir 6,799 40.0 322 7.5x 3.2x 2.0x 4.6x 39.0 48.4 252
Al Qurain 233 7.3 17.0 5.3x 0.6x 0.8x 7.6x 8.8 3.7 5.4
Sasol 307,032 229 10.3 8.2x 1.4x 1.5x 4.5x 8.8 19.7 52
Europe
BASF 66,040 9.4 6.5 13.7x 2.2x 1.1x 7.4x 141 204 55
Solvay 9,345 7.4 3.7 27.6x 1.2x 1.0x 6.1x 5.1 10.2 1.9
Lanxess 4,227 53 21 54.6x 1.8x 0.7x 7.7x 7.4 18.6 23
Arkema 5,259 6.4 3.7 20.4x 1.2x 0.9x 8.0x 7.7 13.1 3.7
Yara 88,687 12.8 9.6 14.1x 1.6x 1.1x 6.5x 14.6 194 8.8
Akzo Nobel 15,409 110 7.2 21.0x 2.5x 1.2x 9.6x 16.7 256 6.4
Clariant 6,025 7.2 3.9 19.8x 2.5x 1.2x 8.8x 9.1 16.7 3.0
North America
Eastman 11,300 15.6 9.8 9.9x 2.8x 1.8x 10.8x 22.8 37.1 54
Dow 59,072 13.8 13.7 12.6x 2.5x 1.3x 7.7x 30.7 32.7 9.5
Westlake 6,539 215 145 10.4x 2.3x 1.6x 5.4x 20.8 311 12.0
Celanese Corp 10,424 6.3 5.8 13.9x 3.0x 1.8x 11.1x 11.8 12.9 3.8
Methanex 3,139 9.0 8.1 17.6x 2.1x 1.9x 8.1x 9.9 111 3.8
LyondellBasell Industries 35,278 18.9 13.9 9.1x 5.0x 1.1x 6.2x 62.7 85.5 18.2
Axiall Corp 1,662 (22.3) (22.5) 16.6x 0.7x 0.8x 8.1x (40.2) (39.9) (16.0)
Huntsman Corp 3,749 3.9 1.4 7.7x 2.4x 0.8x 9.8x 5.8 252 0.9
Asia
Indorama Ventures 137,207 53 2.8 21.4x 1.3x 0.8x 10.3x 7.6 16.3 3.2
Mitsui Chemicals NA 4.6 2.2 13.1x 1.0x 0.6x 9.3x 7.8 16.1 23
Sumitomo NA 7.9 4.0 13.4x 1.2x 0.9x 8.1x 11.3 22.1 3.0
Formosa Chemicals & Fibre Corp 482,962 5.9 8.4 27.0x 1.5x 1.4x 15.4x 9.8 6.9 5.3
Lotte Chemical Corp 10,025,560 16.4 10.5 13.1x 1.2x 0.7x 5.7x 14.2 231 9.1
Formosa Plastics Corp 511,169 55 17.7 21.2x 1.6x 2.2x 25.8x 10.8 3.7 7.2
LG Chem 19,682,518 9.5 6.2 17.3x 1.2x 0.8x 6.1x 8.4 14.6 6.3
Indices
Saudi Petrochemical Index 370,995 13.8 6.7 15.4x 1.5x 2.4x 9.1x 5.9 NA 2.2
S&P500 Chemical Index 402,012 15.1 11.2 15.9x 4.0x 2.1x 10.6x 24.8 NA 7.7
MSCIWorld Chemical Index 971,725 115 7.8 16.4x 2.6x 1.6x 9.5x 15.0 NA 5.8
TASI 1,551,477 18.4 16.3 15.9x 1.8x 3.8x 12.0x 10.3 NA 25

Source: Bloomberg, Al Rajhi Capital Notes: 1) Market cap in local currency. 2) Profit margins based on TTM performance. 3) All valuation ratios as on April 30, 2016 prices.
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IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by Al Rajhi Capital (Al Rajhi), a company authorized to engage in securities activities in Saudi Arabia. Al
Rajhi is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of research
reports and the independence of research analysts. This research report is provided for distribution to “major U.S. institutional investors” in
reliance on the exemption from registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the
“Exchange Act”).

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through Rosenblatt Securities Inc, 20 Broad Street 26th Floor, New York
NY 10005, a registered broker dealer in the United States. Under no circumstances should any recipient of this research report effect any
transaction to buy or sell securities or related financial instruments through Al Rajhi. Rosenblatt Securities Inc. accepts responsibility for the
contents of this research report, subject to the terms set out below, to the extent that it is delivered to a U.S. person other than a major U.S.
institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority (“FINRA”) and may not be an associated person of Rosenblatt Securities Inc. and, therefore, may not be subject to
applicable restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a
research analyst account.

Ownership and Material Conflicts of Interest

Rosenblatt Securities Inc. or its affiliates does not ‘beneficially own,” as determined in accordance with Section 13(d) of the Exchange Act,
1% or more of any of the equity securities mentioned in the report. Rosenblatt Securities Inc, its affiliates and/or their respective officers,
directors or employees may have interests, or long or short positions, and may at any time make purchases or sales as a principal or agent
of the securities referred to herein. Rosenblatt Securities Inc. is not aware of any material conflict of interest as of the date of this
publication.

Compensation and Investment Banking Activities

Rosenblatt Securities Inc. or any affiliate has not managed or co-managed a public offering of securities for the subject company in the past
12 months, nor received compensation for investment banking services from the subject company in the past 12 months, neither does it or
any affiliate expect to receive, or intends to seek compensation for investment banking services from the subject company in the next 3
months.

Additional Disclosures

This research report is for distribution only under such circumstances as may be permitted by applicable law. This research report has no
regard to the specific investment objectives, financial situation or particular needs of any specific recipient, even if sent only to a single
recipient. This research report is not guaranteed to be a complete statement or summary of any securities, markets, reports or
developments referred to in this research report. Neither Al Rajhi nor any of its directors, officers, employees or agents shall have any
liability, however arising, for any error, inaccuracy or incompleteness of fact or opinion in this research report or lack of care in this research
report’s preparation or publication, or any losses or damages which may arise from the use of this research report.

Al Rajhi may rely on information barriers, such as “Chinese Walls” to control the flow of information within the areas, units, divisions, groups,
or affiliates of Al Rajhi.

Investing in any non-U.S. securities or related financial instruments (including ADRs) discussed in this research report may present certain
risks. The securities of non-U.S. issuers may not be registered with, or be subject to the regulations of, the U.S. Securities and Exchange
Commission. Information on such non-U.S. securities or related financial instruments may be limited. Foreign companies may not be
subject to audit and reporting standards and regulatory requirements comparable to those in effect within the United States.

The value of any investment or income from any securities or related financial instruments discussed in this research report denominated in
a currency other than U.S. dollars is subject to exchange rate fluctuations that may have a positive or adverse effect on the value of or
income from such securities or related financial instruments.

Past performance is not necessarily a guide to future performance and no representation or warranty, express or implied, is made by Al
Rajhi with respect to future performance. Income from investments may fluctuate. The price or value of the investments to which this
research report relates, either directly or indirectly, may fall or rise against the interest of investors. Any recommendation or opinion
contained in this research report may become outdated as a consequence of changes in the environment in which the issuer of the
securities under analysis operates, in addition to changes in the estimates and forecasts, assumptions and valuation methodology used
herein.

No part of the content of this research report may be copied, forwarded or duplicated in any form or by any means without the prior consent
of Al Rajhi and Al Rajhi accepts no liability whatsoever for the actions of third parties in this respect. This research document has been
prepared by Al Rajhi Capital Company (“Al Rajhi Capital”) of Riyadh, Saudi Arabia. It has been prepared for the general use of Al Rajhi
Capital’s clients and may not be redistributed, retransmitted or disclosed, in whole or in part, or in any form or manner, without the express
written consent of Al Rajhi Capital. Receipt and review of this research document constitute your agreement not to redistribute, retransmit,
or disclose to others the contents, opinions, conclusion, or information contained in this document prior to public disclosure of such
information by Al Rajhi Capital. The information contained was obtained from various public sources believed to be reliable but we do not
guarantee its accuracy. Al Rajhi Capital makes no representations or warranties (express or implied) regarding the data and information
provided and Al Rajhi Capital does not represent that the information content of this document is complete, or free from any error, not
misleading, or fit for any particular purpose. This research document provides general information only. Neither the information nor any
opinion expressed constitutes an offer or an invitation to make an offer, to buy or sell any securities or other investment products related to
such securities or investments. It is not intended to provide personal investment advice and it does not take into account the specific
investment objectives, financial situation and the particular needs of any specific person who may receive this document.

Investors should seek financial, legal or tax advice regarding the appropriateness of investing in any securities, other investment or
investment strategies discussed or recommended in this document and should understand that statements regarding future prospects may
not be realized. Investors should note that income from such securities or other investments, if any, may fluctuate and that the price or value
of such securities and investments may rise or fall. Fluctuations in exchange rates could have adverse effects on the value of or price of, or
income derived from, certain investments. Accordingly, investors may receive back less than originally invested. Al Rajhi Capital or its
officers or one or more of its affiliates (including research analysts) may have a financial interest in securities of the issuer(s) or related
investments, including long or short positions in securities, warrants, futures, options, derivatives, or other financial instruments. Al Rajhi
Capital or its affiliates may from time to time perform investment banking or other services for, solicit investment banking or other business
from, any company mentioned in this research document. Al Rajhi Capital, together with its affiliates and employees, shall not be liable for
any direct, indirect or consequential loss or damages that may arise, directly or indirectly, from any use of the information contained in this
research document.

This research document and any recommendations contained are subject to change without prior notice. Al Rajhi Capital assumes no
responsibility to update the information in this research document. Neither the whole nor any part of this research document may be altered,
duplicated, transmitted or distributed in any form or by any means. This research document is not directed to, or intended for distribution to
or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such
distribution, publication, availability or use would be contrary to law or which would subject Al Rajhi Capital or any of its affiliates to any
registration or licensing requirement within such jurisdiction.
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Disclaimer

This research document has been prepared by Al Rajhi Capital Company (“Al Rajhi Capital”) of Riyadh, Saudi Arabia. It has been
prepared for the general use of Al Rajhi Capital’s clients and may not be redistributed, retransmitted or disclosed, in whole or in
part, or in any form or manner, without the express written consent of Al Rajhi Capital. Receipt and review of this research
document constitute your agreement not to redistribute, retransmit, or disclose to others the contents, opinions, conclusion, or
information contained in this document prior to public disclosure of such information by Al Rajhi Capital. The information
contained was obtained from various public sources believed to be reliable but we do not guarantee its accuracy. Al Rajhi Capital
makes no representations or warranties (express or implied) regarding the data and information provided and Al Rajhi Capital
does not represent that the information content of this document is complete, or free from any error, not misleading, or fit for any
particular purpose. This research document provides general information only. Neither the information nor any opinion expressed
constitutes an offer or an invitation to make an offer, to buy or sell any securities or other investment products related to such
securities or investments. It is not intended to provide personal investment advice and it does not take into account the specific
investment objectives, financial situation and the particular needs of any specific person who may receive this document.

Investors should seek financial, legal or tax advice regarding the appropriateness of investing in any securities, other investment
or investment strategies discussed or recommended in this document and should understand that statements regarding future
prospects may not be realized. Investors should note that income from such securities or other investments, if any, may fluctuate
and that the price or value of such securities and investments may rise or fall. Fluctuations in exchange rates could have adverse
effects on the value of or price of, or income derived from, certain investments. Accordingly, investors may receive back less than
originally invested. Al Rajhi Capital or its officers or one or more of its affiliates (including research analysts) may have a financial
interest in securities of the issuer(s) or related investments, including long or short positions in securities, warrants, futures,
options, derivatives, or other financial instruments. Al Rajhi Capital or its affiliates may from time to time perform investment
banking or other services for, solicit investment banking or other business from, any company mentioned in this research
document. Al Rajhi Capital, together with its affiliates and employees, shall not be liable for any direct, indirect or consequential
loss or damages that may arise, directly or indirectly, from any use of the information contained in this research document.

This research document and any recommendations contained are subject to change without prior notice. Al Rajhi Capital
assumes no responsibility to update the information in this research document. Neither the whole nor any part of this research
document may be altered, duplicated, transmitted or distributed in any form or by any means. This research document is not
directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality,
state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or which
would subject Al Rajhi Capital or any of its affiliates to any registration or licensing requirement within such jurisdiction.

Additional disclosures

1. Explanation of Al Rajhi Capital’s rating system

Al Rajhi Capital uses a three-tier rating system based on absolute upside or downside potential for all stocks under its coverage except
financial stocks and those few other companies not compliant with Islamic Shariah law:

"Overweight": Our target price is more than 10% above the current share price, and we expect the share price to reach the target on a 6-9
month time horizon.

"Neutral": We expect the share price to settle at a level between 10% below the current share price and 10% above the current share price
on a 6-9 month time horizon.

"Underweight": Our target price is more than 10% below the current share price, and we expect the share price to reach the target on a 6-9
month time horizon.

2. Definitions

"Time horizon": Our analysts make recommendations on a 6-9 month time horizon. In other words, they expect a given stock to reach
their target price within that time.

"Fair value": We estimate fair value per share for every stock we cover. This is normally based on widely accepted methods
appropriate to the stock or sector under consideration, e.g. DCF (discounted cash flow) or SoTP (sum of the parts) analysis.

"Target price": This may be identical to estimated fair value per share, but is not necessarily the same. There may be very good
reasons why a share price is unlikely to reach fair value within our time horizon. In such a case we set a target price which differs
from estimated fair value per share, and explain our reasons for doing so.

Please note that the achievement of any price target may be impeded by general market and economic trends and other external
factors, or if a company’s profits or operating performance exceed or fall short of our expectations.

Contact us

Pritish K. Devassy, CFA

Tel : +966 11 211 9370
devassyp@alrajhi-capital.com

Al Rajhi Capital

Research Department

Head Office, King Fahad Road

P.O. Box 5561

Riyadh 11432

Kingdom of Saudi Arabia

Email: research@alrajhi-capital.com

Al Rajhi Capital is licensed by the Saudi Arabian Capital Market Authority, License No. 37/07068.
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