Saudi Basic Industries Corporation (HOLD, TP: SAR 62.6, 2020.SE) 1026 Results Review

SABIC returns to profit on price recovery and cost control, but volume disruption remains the overhang

Saudi Basic Industries Corp. (SABIC AB) reported net income attributable to shareholders of sarmn 1026 4025 1Q25 QIQ % YIY %
SAR 13mn in 1Q26, compared to a loss of SAR 20.9bn in 4Q25 and a loss of SAR 1.2bn in

. . . R 26152 27950 29267 -6% -11%
1Q25. Adjusted net income stood at SAR 816mn, compared to an adjusted loss of SAR 1.4bn "™ ’ ’
in 4Q25 and adjusted net income of SAR 900mn in 1Q25. The sequential recovery was mainl Cost of Goods 21024 22284 24228 6% 8%
driven by higher average selling prices and improved margins, while revenue declined 6% Q/ Gross Profit 5128 3870 5044 33% 2%

o,
and 11% Y/Y to SAR 26.2bn due to lower sales volumes. Operating Expenses - P ran oo o
*  Revenue declined 11% Y/Y and 6% Q/Q to SAR 26.2bn, primarily due to lower sales volumes, partially offset by higher average Operating Profit 1446 -880 299 N/A 383%
selling prices across key products. Management highlighted that prices increased by 7% Q/Q, while sales volumes declined by
13% Q/Q. Petrochemical revenue declined to SAR 21.8bn (-12% Y/Y, -7% Q/Q), reflecting lower volumes despite improved EBITDA 4150 3040 3020 37% 37%
pricing, whereas agri-nutrients revenue stood at SAR 2.7bn (-12% Y/Y, -7% Q/Q). Specialty revenue increased to SAR 1.7bn Net Income 13 20940 1211 NIA NIA

(+6% Y/Y, +1% Q/Q), supported by better performance in high-performance materials.

«  Gross profit increased 2% Y/Y / 33% Q/Q to SAR 5.1bn, despite lower revenue, supported by lower cost of sales and better EPS 0.00 -6.98 -0.40 N/A N/A
pricing. Resultantly, gross margin improved by 238bps Y/Y to 19.6%. Sequentially, gross profit increased by 33% Q/Q, with
gross margin improving by 576bps Q/Q, mainly due to the pricing benefit.

* On the cost side, general and administrative expenses declined by 16% Y/Y to SAR 1.63bn, while R&D expenses declined by Margins (%)

15% Y/Y to SAR 394mn, reflecting continued cost discipline. However, selling and distribution expenses increased by 16% Y/Y :

to SAR 1.85bn, likely reflectin %igher logistics and distribution-related costs. Other operating expenses also normalized Gross Margin 196 138 1z 576 bps 238 bps

sharply to SAR 30mn compared to SAR 1.08bn in 1Q25, supporting the improvement in operating profit. Operating Margin 5.5 3.1 1.0 868 bps 451 bps
+ EBITDA of SAR 4.15bn was reported in 1Q26, increasing 37% Q/Q and Y/Y. On an adjusted basis, EBITDA increased 25% Q/Q Net Margin 01 74.9 41 7497 bps 419 bps

but remained broadly flat Y/Y. Petrochemical EBITDA clocked in at SAR 2.36bn (+49% Q/Q, +33% Y/Y), supported by better
product prices and improved margins, whereas agri-nutrients EBITDA stood at SAR 1.37bn (+19% Q/Q, +27% Y/Y), driven by
stronger urea prices. Specialty EBITDA improved to SAR 0.44bn (+42% Q/Q, +120% Y/Y). Overall, adjusted EBITDA margin
improved to 15.9% in 1Q26 from 11.9% in 4Q25, supported by higher product prices and transformation benefits.

« 1Q26 was only the early stage of SABIC's price-led recovery, while 2Q26 could be one of the stronger quarters in CY26 due to Ratlng Summary and Forecasts
simultaneous price strength across its key products. SABIC's product mix is highly exposed to products that rallied sharply, with
MEG/methanol/DAP/urea/ammonia/MTBE contributing ~17.0%/~15.8%/~16.2%/~12.9%/~3.8%/~6.0% of product exposure, .
while HDPE/PP/LLDPE/LDPE together contribute another ~17.5%. This matters because 2Q26-to-date prices have moved Rating Summary Forecasts 12/25A 1226 E 12127 E 12/28 E
materially above 1Q26 averages, with urea/ammonia up ~58%/~42%, while HDPE/LDPE/LLDPE/MEG are up

~36%/~40%/~40%/~27%, respectively. Given that SABIC already delivered 15.9% adjusted EBITDA margin in 1Q26 despite a Rating Hold Net Income (SAR mn)  -25779 4263 2602 3443
13% Q/Q decline in volumes, a broader price rally across fertilizers, methanol, MEG and polymers should support a meaningful Market Price 540 PER (X) NA 41.7 68.3 51.6
earnings recovery in 2Q26. However, we do not view this as a structural turnaround. The rally appears largely supply-led, driven
by Middle East disruptions, tighter cargo availability and logistics constraints, while demand recovery remains uneven and 2-month Target Price 626 PBV (x) 1.2 1.2 1.2 1.2
petrochemical oversupply has not been resolved. At the same time, feedstock costs have also moved higher, with propane, butane ) ]
and naphtha rising sharply, which can limit spread expansion once product prices normalize. Therefore, while 2Q26 earnings Upside / Downside B% EPS (SAR) 8.6 14 0.9 11
could surprise positively, we expect the benefit to fade in 2H26 as supply disruptions ease and product prices move back from
current elevated levels. Keeping this in check, we maintain our Hold rating on SABIC with a target price of SAR 62.6/sh. Mkt Cap (SAR bn) %2600 DPS (SAR) 30 20 20 20
52 week High/Low 62.8/4974  ROE (%) -15.2 2.8 1.7 2.3
Dividend Yield (%) 5.0 3.4 3.4 3.4
. 115
Price Chart
Rating and Risks ® sapiC P
We have assigned a "Hold" rating to SABIC with a 12-month target price of SAR 62.6 per share. Potential upside risks 100

include stronger-than-expected recovery in global petrochemical and fertilizer prices, better demand recovery in China and
Asia, and faster-than-expected benefits from portfolio optimization and transformation initiatives. Downside risks include
continued pressure on product margins owing to persistent oversupply conditions, higher feedstock Prices, uncertainty 85
around China demand, higher transportation and insurance costs, and potential disruptions to shipment flows. M J J A s 0O N D J F M A ™
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Rating Framework

Buy

Shares of the companies under coverage in this report are expected to outperform relative
to the sector or the broader market.

Hold

Shares of the companies under coverage in this report are expected to perform in line with
the sector or the broader market.

Sell

Shares of the companies under coverage in this report are expected to underperform
relative to the sector or the broader market.

Saudi Fransi Capital
(Closed Joint Stock Company Owned by Banque Saudi Fransi)

Authorized and regulated under Capital Market Authority license 11153-37. The company is operating under
commercial registration 1010231217 with a paid up capital of SAR 500,000,000.

Head Office
8092 King Fahd Road | Riyadh 12313-3735 | Kingdom of Saudi Arabia

Mailing Address
P.O. Box 23454 Riyadh 11426 | Kingdom of Saudi Arabia
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Important Disclaimer

This report is prepared by Saudi Fransi Capital (“SFC"), a fully-fledged investment firm providing
investment banking, asset management, securities brokerage, research, and custody services. SFC, and
its affiliate, might conduct business relationships with the company that is subject of this report and/ or
own its security.

This report is based on current public information that we consider reliable, but we do not represent it is
accurate or complete, and it should not be relied on as such. Accordingly, no representation or warranty,
express or implied, is made as to, and no reliance should be placed on the fairness, accuracy,
completeness or correctness of the information and opinions contained in this report.

This report is intended for general information purposes only, and may not be reproduced or
redistributed to any other person. This report is not intended as an offer or solicitation with respect to
the purchase or sale of any security. This report is not intended to take into account any investment
suitability needs of the recipient. In particular, this report is not customized to the specific investment
objectives, financial situation, risk appetite or other needs of any person who may receive this report.
SFC strongly advises every potential investor to seek professional legal, accounting and financial
guidance when determining whether an investment in a security is appropriate to his or her needs.

To the maximum extent permitted by applicable law and regulation, SFC shall not be liable for any loss
that may arise from the use of this report or its contents or otherwise arising in connection therewith.
Any financial projections, fair value estimates and statements regarding future prospects contained in
this report may not be realized. All opinions and estimates included in this report constitute SFC's
judgment as of the date of production of this report, and are subject to change without notice. Past
performance of any investment is not indicative of future results. The value of securities, the income
from them, the prices and currencies of securities, can go down as well as up. An investor may get back
less than what he or she originally invested. Additionally, fees may apply on investments in securities.
Changes in currency rates may have an adverse effect on the value, price or income of a security. No
part of this report may be reproduced without the written permission of SFC. Neither this report nor any
copy hereof may be distributed in any jurisdiction outside the Kingdom of Saudi Arabia where its
distribution may be restricted by law. Persons who receive this report should make themselves aware of,
and adhere to, any such restrictions. By accepting this report, the recipient agrees to be bound by the
foregoing limitations.
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