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Executive Summary

mrensian velrmesbasc | M&A activity in the Chemicals sector picked up pace in the last couple of quarters of 2020, primarily driven by favorable
to pre-COVID-19 levels by fiscal and monetary policies that led to stabilized global capital markets.

QL = In 2021, more mega deals are expected, as company valuations improve and investors would have access to capital.

Commodity and Specialty
Chemicals sectorson the
forefront

The Commodity Chemicals sector has consistently registered the highest number of transactions over the past two years.
The Specialty Chemicals sector witnessed surge in transaction value in 2020 compared with 2019.

APAC region witnessed = The APAC region led in terms of transaction volumes and value over the past two years, with Europe being a distant

highest transaction second.

velmesane velue o 2020 | China and Japan are the leading contributors to M&A transaction volumes and value in the APAC region.

Valuation multiples = A downward trend of valuation multiples was observed in 2020 compared with 2019, as companies were negatively

declined in 2020 compared ) . . . . .
with 2019 impacted by the pandemic, leading to a decline in their revenues and enterprise value.

S&P 500’s Chemicals index I The S&P 500 Chemicals index posted strong recovery after being hit hard by the pandemic; currently, it is performing at par

showed strong recovery with S&P 500.

aifter e [penelEmie = The performance is expected to improve further in 2021.
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Surge in deals in 4Q20 resulting in the recovery of global M&A activity in the Chemicals sector to

pre-COVID-19 levels

Volume of Transactions by Quarter

920
o 68 73
1Q19 2Q19 3Q19 4Q19 1Q20 2Q20 3Q20 4Q20
Value of Transactions by Quarter
(USD million)
103,663
Saudi Aramco/Sabic deal
alone accounts for
56,560
L USD94,221 million .
26,207
1Q19 20Q19 30Q19 4Q19 1Q20 20Q20 30Q20 40Q20

An upw ardtrend w as observedin the number of transactions as
2019 progressed.

This trend w as disrupted in 2020 ow ing to the immediate impact
of the COVID-19 pandemic, w hichw as reflectedin the next
couple of quarters.

Despite the impact of the pandemic, transactions picked up
pace in the last tw o quarters of 2020, primarily due to favorable
fiscal and monetary policies that led to stabilized global capital
markets.

Almost an equal number of transactions w ere recorded in both
2019 and 2020, with 262 and 263 deals closed, respectively.

The value of transactions in the Chemicals sector in 2019 is
among the highest historically, mainly driven by mega deals
such as the Saudi Aramco/Sabic deal.

The total transaction value in 2020 w as about 2/3rd of that in
2019, withthe largest deal being of Soulbrain, w orth USD33.9
billion, in 4Q20.

Transaction values in 1Q20 and 2Q20 w ere considerably low er
compared withthose in 1Q19 and 2Q19, respectively. The
average transaction size w as low er in 2020, standing at
USD380 million compared w ith USD595 million in 2019. The
decline was ascribedto the pandemic, geopolitical uncertainties,
and increased tariffs.

In 2021, we expect more mega deals, as companies slowly overcome

their low pandemic valuations and corporates and private investors would have accessto capital.

Source: S&P Capital IQ as of January 31, 2021; Aranca Insights
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Commodity Chemicals transaction volumes consistently high in both 2019, 2020, while Specialty
Chemicals transaction value expanded in 2020

Share of Sectors in Total Transactions Share of Sectors in Total M&A Value

B Commodity Diversified 0 Fertilizers and Agricultural M Industrial Gases M Specialty Chemicals

= Share of various sectors in total transactions w as similar in both 2019 and 2020, but the share of these sectors in terms of value contribution varied.

= The highest number of deals w ere closed in the Commodity Chemicals sector, having the same percentage share in 2019 and 2020. How ever, its value contribution dropped in
2020 due to the Saudi Aramco/Sabic mega deal closed in 2019.

= Asa result of the pandemic, Specialty Chemicals companies with end-markets focusing on hygiene, nutrition, and pharma have prospered, and so have their valuations; as a
result, the sector’s value contribution almost tripled in 2020.

= Diversified Chemicals, Fertilizers & Agricultural Chemicals, and Industrial Gases w itnessed an insignificant change in terms of both the number of deals and value contribution
in 2020 from 2019.

Source: S&P Capital IQ as of January 31, 2021; Aranca Insights
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APAC region leading in terms of transaction volume and value over past two years, with Europe
being a distant second

Share of Total Transactions: By Geography Share of Total M&A Value: By Geography

B Africa/ The Middle East Asia - Pacific M Europe M Latin America and The Caribbean M The US and Canada

= In both 2019 and 2020, the APAC region witnessed the highest number of deals; also, the highest transaction value w as recordedin 2020. Within the APAC region, China is
one of the biggest markets, w hich has lately been through domestic consolidation ow ing to multiple small-sized deals. The US-China trade war as well as the pandemic reduced
interest among oversees investors in acquiring Chinese assets.

= Japan has contributed to M&A activities despite trade w ar tensions, tightening monetary conditions, and the pandemic by shifting from manufacturing commodity products to
value-added specialty chemicals for the pharma sector.

= The Africa& the Middle East region recorded flat growthin deal volume and a significant decline in transaction value due to the mega deal closed in 2019. Latin America and
the Caribbean also registered flat grow thin deal volume, with minimal change in transaction value in both 2019 and 2020.

= Europe witnesseda decrease in the number of deals in 2020, but the region registered higher transaction value, withthe UK and Germany being the most active regions.
Transactions w ere driven by strategic players aiming to improve their portfolios or divest their non-core assets.

= The US is a consistently active market for M&A transactions, withthe highest transaction value. The US attracts foreign buyers, with Europeans being the most active acquirers,
follow ed by Asian buyers, with Korea and Japan being the frontrunners.

Source: S&P Capital IQ as of January 31, 2021; Aranca Insights
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Valuation metrics declined for high-growth companies in 2020 compared with 2019...

High-growth Chemical Companies: TEV / Revenue

22.6x ELT™M
NTM
18.2x
10.0x
2 6.4x .
e § P I e e B e.ax CBAX B.0X o Median
3.9x 6.2x
1.7x  1.3x
Weihai Guangwei Hunan Sokan Shanghai Putailai Hektas Ticaret T.A.S. Zhejiang Sanwei SKSHU Paint Hunan Halili
High-growth Chemical Companies: TEV / Revenue
33.4 ELTM
4X 32.4x
31.1x 29.5x 29.8x NTM
R RN R I 213 . B . Median:
22.3x
8.5 7.4x 7.6x  7.5x
o . . Hn =
Hunan Sokan SKSHU Paint Shanghai Putailai Zhejiang Sanwei Hektas Ticaret T.A.S. Hunan Halili Shandong Rike

Source: S&P Capital IQ as of January 31, 2021; Aranca Insights

Note: Medium/low-growth companies include those with <20% revenue growth in2019. High growth companies include those with >20% revenue growth in 2019.
Revenue multiples >25.0x and EBITDA multiples <0.0x or >35.0x are considered Not Meaningful (NM).

E@ aral lca Global Chemical Industry M&A and Valuation Insights| Confidential | February 2021



...with similar trends being observed for medium-/low-growth companies

Medium-/Low-growth Chemical Companies: TEV / Revenue

19.8x

ELTM
NTM

8.6x Median:
"""" T G2 S edian:
5.3x 9.1x 4.7X 8.4x
4.2x 3.9x
17x  1.4x  1.1x
|| 22X
Nanofilm Shandong  Pan Asian Asian Paints Pidilite ~ HenanJindan Shenzhen Changzhou Lomon SRF Limited SK Materials Petkim Shenma
Tech Sinocera Microvent Capchem Tronly Billions Petrokimya  Industrial
Medium-/Low-growth Chemical Companies: TEV / EBITDA
30.9x HLTM
28.3x NTM
24.3x
21.6x 20.6X
17.5x 16 dx 17.4x Median:
13.2x 12.3x 17.5x
9.3x 9.8x
NM NM NM NM
Shenzhen Capchem Pan Asian Microvent  Changzhou Tronly SRF Limited Lomon Billions Shenma Industrial Petkim Petrokimya SK Materials

Source: S&P Capital IQ as of January 31, 2021; Aranca Insights

Note: Medium/low-growth companies include those with <20% revenue growth in2019. High growth companies include those with >20% revenue growth in 2019.

Revenue multiples >25.0x and EBITDA multiples <0.0x or >35.0x are considered Not Meaningful (NM).
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Strong recovery posted by S&P 500 Chemicals index after being hit hard by the pandemic;
Chemicals index eventually outperformed S&P 500

40% ~
30% -
20% -

10% -

0% _,\//‘-/“ \\‘ . . . . r\\ . M : . . . .
-10% - \/ J 2

/
-30% -
-40% -

Jan-20 Feb-20 Mar-20 Apr-20 May-20 Jun-20 Jul-20 Aug-20 Sep-20 Oct-20 Nov-20 Dec-20 Jan-21

—— S&P 500 Chemicals (Industry) ("\CEX) S&P 500 ("SPX)

= The impact of the pandemic was reflected on the performance of the indices in March 2020, following which the index values plummeted as soon as the
pandemic-induced lockdowns began. The S&P 500 Chemicals index performed poorly, declining by ~35%, while S&P 500 declined by about ~30% at the same
time.

= After the decline, both the indices recorded V-shaped recovery, with the S&P 500 Chemicals index outperforming S&P 500 by a clear margin even after
entering 2021.

Source: S&P Capital IQ as of January 31, 2021; Aranca Insights
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Surge in both LTM, NTM TEV/revenue multiples after pandemic, with value being higher than S&P 500

LTM TEV/Revenue NTM TEV/Revenue
4.00x - 4.00x 1
3.50x A 3.50x A
3.00x - 3.00x
= il
250x - A/ﬁ”‘/\ 2.50x"/w\,« A
'V \' 4
:'h A"U‘
2.00x A 2.00x - N
1.50x - 1.50x -
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S&P 500 Chemicals (Industry) (*CEX) — TEV/T otal Revenue S&P 500 ("SPX) - TEV/Total Revenues

= Valuations of companies fell by a significant margin due the pandemic, but these have since recovered and even surpassed the pre-pandemic values.

= The S&P 500 Chemicals index initially mirrored and eventually surpassed S&P 500 owing to high fiscal and monetary support provided to brave the pandemic.

Source: S&P Capital IQ as of January 31, 2021; Aranca Insights
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Rise in both LTM, NTM TEV/EBITDA multiples after pandemic, but with value being lower than S&P 500

LTM TEV/EBITDA NTM TEV/EBITDA
16.00x -
18.00x A
15.00x - [_,\
\
16.00x - 14.00x 1 v\'\Mr\/'/wf\ IJAJ»-P‘/M b\
v
13.00x - ’
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= A similar downtrend, and then a gradual increase in TEV / EBITDA multiples was observed for S&P 500 and S&P 500 Chemicals index.
= Unlike the TEV / Revenue Multiple, TEV / EBITDA multiple of the S&P 500 Chemicals index has consistently been lower value than that of S&P 500.

Source: S&P Capital IQ as of January 31, 2021; Aranca Insights
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Top 10 Transactions

Date of

by Value in 4Q20

Target

Sector

Deal Value

EV/

Announcement

Country

Description

- (USD million) :

Revenue

SoulbrainCo., PP Developsqnd manufacturesva}rioushigh-‘tech indu_stry _ _ Specialt
October 2020 uora . core materialsand offersfunctional chemical materials SoulbrainHoldings peclalty 33,912 - -
Ltd. W . : Chemicals
used in manufacturing LCD and OLED panels
November 2020 W. R. Grace & Produc_esand sells specialty chemicalsand materials 40 North Management Speu_alty 5.708 3.5x 15.7x
Co. —— worldwide LLC Chemicals
Manufacturesand sellsa range of decorative paintsfor Commodit
December2020 Tikkurila Oyj surface protection and decoration to consumersand PPG Industries, Inc. Chemicalsy 1,746 2.3X 14.5x
professionalsinternationally
Jiangsu . . . . Fertilizersand
* : .
November2020 Yangnong - FroducgsimdlscﬁllsEestlpldclasarlld prtI)_wd.espyrethrmds Syngenta Group Agricultural 1,546 2.8x 15.8x
Chemical or use in health and agricultural applications Chemicals
R . . . . Specialty
November2020 Ennis-FlintInc. Manufacturesand suppliespavementmarking materials PPG Industries, Inc. Chemicals 1,150 - -
) Specialty
November2020 Iberchem S.A. Manufacturesand sellsfragrancesand flavors Croda International Plc Chemicals 973 4.6x 21.6x
December 2020 FONA 3 Dev_e!opsand prod_ucesﬂavo.rsforfood, beverage, and McCormick& Spem_alty 710 ) )
International Inc.  =——= ' nutritional companiesworldwide Company, Inc. Chemicals
Misr Fertilizer ] . . Fertilizersand
December2020 Production frr(;cli_ucesandldsel_lds ammonia, urea, and nitrogen - Agricultural 540 4.4% 7.8x
Company B ertlizersworldwide Chemicals
- . Fertilizersand
Gemini HDPE . . . INEOS Olefins& .
November 2020 LLC Manufactureshigh-density polyethylene chemicals Polymers USA Agricultural 404 - -
Chemicals
" *: i . i
October2020 Nanjing Red Sun : Engggesm the research, manufacture, andsale of Shandong Kuntai Commpdlty 298 2.79x 43.1x
pesticidesand otherchemicals Chemicals
Mean 3.4x 19.8x
Median 3.2x 15.8x

Source: S&P Capital IQ as of January 31, 2021; Aranca Insights
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Top 10 Transactions by Value in 3Q20

Date of

Target

Sector

Deal Value

EV/

Announcement

PolyplasticsCo.,

Country

Description

Manufacturesand sellsvarioustypesof engineering

Commodity

© (USD million) |

Revenue

July 2020 Ltd. . plasticsand polymers Daicel Corporation Chemicals 1,571 2.8x -
. . Investindustrial; Black - Commodity
September2020 Hexion PSR - Manufacturesresins biamond Capital Chemicals 425
September2020 Hangjin : Manufacturesand sellschemicalsin China Wuhan Xinneng Commpdlty 416 5.1x 37.6x
Technology Industrial Development | Chemicals
Providescontract manufacturing servicesforinjection- Commodit
August 2020 Nolato GW, Inc. molded thermoplastic and silicone solutionsto Nolato AB Chemicalz 230 1.1x -
healthcare, automotive, andfiltrationindustriesworldwide
Avon Polymer RYPZE  vanufacturesand marketsrubber- and polymer-based . Commodity
July 2020 2o DelLaval Holding . 225 3.5x 17.1x
ProductsLimited = PP  products Chemicals
Porocel iy Manufacturesactivated alumina, inert bed supports, and Commodit
August 2020 . i specialty adsorbents; providescatalyst regeneration, EvonikIndustries odity 210 2.1x 9.1x
Corporation [ Chemicals
P ——— presulphurizing, and grading services
- *: i i . i
July 2020 Anhui Jiangnan . Engag‘esm the research, production, andsale of North Special Energy Commpd|ty 186 3.4x 9.7x
explosives Chemicals
August 2020 Venator Materials Manufacturesand marketstltan.l'um dioxide 'based SK Capital Partners SpeC|.aIty 100 0.5x 7.3x
PR productsand performance additivesworldwide Chemicals
July 2020 Chqngqlng )} Engagesm the productionand sale of chromium salts Hubei Zhenhua Commpdlty 75 0.4x )
Minfeng and chemicals Chemicals
Producesand distributescompounding solutionsand Commodity
AUty MESGO S.p.A. I I pigment master batchesand additives HEXPOL AB Chemicals 47 ) )
Mean 2.3x 16.2x
Median 2.1x 9.7x

Source: S&P Capital IQ as of January 31, 2021; Aranca Insights
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200+ 2500+ 120+ 30+

Strong, professional team across Global clients Sectors and sub-sectors Countries where we have
multi-disciplinarydomains researched by our analysts delivered projects

Aranca is a trusted research and advisory partner to global companies, from the
hottest start-ups to the Fortune 500.

PRACTICE AREAS

Business Research & Advisory m . Valuation & Financial Advisory
CXOs in Strategy, SBUs, Sales, Marketing, C/MI, Innovation ! CFOs in Start-ups, PE/VC Firms, Corporate M&A teams, Mid-market Cos

Technology | IP Research & Advisory n Investment Research & Analytics

R&D, Tech Scouting, Open Innovation, IP Teams, Product Development Brokerage, Hedge Funds, IRPs, |-Banks, AMCs, Investor Relations
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Research and analytics service support to enable investment bankers focus on client-facing/deal-

making activities

[-Banking Verticals

M&A
BUY-SIDE

CAPITAL
MARKET

e ADVISORY
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Aranca’s Key Research Support Areas

Target list generation
Market, fitment, and synergy analysis

Pitchbook and marketing materials

Buyer list generation
Market, fitment, and synergy analysis

Pitch book and marketing materials

Proposal building for potential clients
Pre-listing evaluation support

IPO/FPO — Prospectus

PPM/IM preparation
Roadshow pitchbook and presentation

LBO tear sheets and modelling

Market and industry landscape analysis
Valuation reports

Fairness opinions

Financial modelling and comps analysis

Due diligence support

Performance benchmarking
Modelling and comps analysis

Buyout modelling

Roadshow pitchbook and presentation
Valuation range assessment

Analytical work to support ESOP

Capital structure and covenant analysis
Tracking deals, pricing, and trends

Equity/credit comps

Research support for strategy
formulation

Performance benchmarking

Library Services
Publication Support

MARKET INTELLIGENCE &
LIBRARY

Sector research

Industry landscape analysis
Competitor and pricing trends
Maintenance of deal database

Newsletters/periodicals

DTP & PUBLICATION

Editorial support
Presentation support

Templates: Report and
presentation layout

Formatting reports and
presentations

Report publication and
workflow management

Proofreading and print/digital
coordination
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Connect with our subject matter experts for further assistance

Akash Khairnar Salman Ahmed
Assistant Manager, Investment Banking Management Trainee, Investment Banking
Investment Research Investment Research
@ +91.124.668 9999 @ +91.22.3937 9999
% akash.khairnar@aranca.com = salman.ahmed@aranca.com

For additional details, please contact:

@ WWww.aranca.com @ h Jiw ww linkedin. mpany/aran
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http://www.aranca.com/
https://www.linkedin.com/company/aranca

kr

BUSINESS RESEARCH
& ADVISORY

TECHNOLOGY INTELLIGENCE &
IP RESEARCH

g aranca

INVESTMENT RESEARCH
& ANALYTICS

VALUATION
ADVISORY

Thismaterialisexclusive property of Aranca. No part of thispresentation may be used, shared, modified and/or disseminated without permission. Allrightsreserved.

Akash Khairnar

Assistant Manager, Investment Banking
Investment Research

akash.khairnar@aranca.com

About Aranca

Founded in 2003, Aranca is the preferred and trusted custom research

partner to global companies. Aranca, with expertise in market research,

competitor intelligence, market feasibility, buy-side/sell-side equity research,
business valuation, technology research, and procurement research, offers a

range of research and consulting senices.

Salman Ahmed

Management Trainee, Investment Banking
Investment Research

salman.ahmed@aranca.com

Disclaimer

This document is for informational use only. Nothing in this publication is
intended to constitute legal, tax, or investment advice. The information
contained herein has been obtained from sources believed to be reliable, but

Aranca does not warrant the accuracy of the information.




