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UAE Equity Research Sector: Basic Material Market: ADX

Borouge PLC

Current Price Target Price Upside/Downside (%) Rating

AED 2.50 Under review Under review Under review

Borouge Group International Proposed Transaction Summary

e ADNOC and OMV have established a binding framework agreement that details the merger of Borouge
Plc (Borouge) and Borealis AG (Borealis) to create a new organization called Borouge Group International,
positioning it as a prominent global player in polyolefins. The newly formed company is then proposed to
acquire Nova Chemicals, a major polyethylene producer in North America, for USD 13.4 Bn, including its
debt, with the objective of enhancing the company’s presence in the North American market. The
proposed transactions are expected to close by 1Q26, subject to receiving all necessary regulatory
approvals and meeting customary conditions required for the merger to proceed.

e The new combined entity, owned by ADNOC & OMV, is proposed to be formed by an all-share combination
of Borouge & Borealis. Additionally, OMV will inject c. EUR 1.6 Bn into Borouge Group International to
equalize its ownership. Following the transaction, ADNOC and OMV will each own 46.94% of Borouge
Group International, while the remaining 6.12% will be held as free float. The existing shareholders of
Borouge Plc will be proposed a share exchange offer to exchange their existing shares in Borouge Plc for
shares in the newly formed Borouge Group International, pending approval from the SCA.

e The headquarters of Borouge Group International will be located in Vienna, with regional headquarters
in Abu Dhabi. Key corporate hubs in Calgary, Pittsburgh, and Singapore will remain central to the
company’s global operations. The goal of the merger and acquisition is to position Borouge Group
International as the fourth-largest polyolefins company in the world based on nameplate production
capacity, broadening its global presence and strengthening its market position in key regions.

e In 2024, the combined revenue from polyolefins across Borouge, Borealis, and Nova Chemicals is
expected to reach USD 17.2 Bn. These three companies are highly complementary in terms of geographic
revenue split, with Borouge generating the majority of its revenue from the Middle East and Asia Pacific,
Borealis primarily contributing from Europe, and Nova Chemicals driving its revenue from North America.
This geographic diversification strengthens the global footprint of Borouge Group International, enabling
the new entity to capitalize on growth opportunities across key regions.

e Borouge Group International's pro-forma EBITDA is USD 4.2 Bn, reflecting a strong margin of 25% in
2024. Additionally, the newly formed entity’s pro-forma free cash flow stands at USD 2.9 Bn, with a cash
flow conversion rate of 68% in 2024. These financial metrics are notably higher than those of its industry
peers, showcasing robust financial performance.

e Borouge Group International will then acquire a 100% stake in Nova Chemicals for an enterprise value
of USD 13.4 Bn, equating to a 7.5x EV/EBITDA multiple, with the acquisition being financed through debt
that will later be refinanced in the capital markets.

e Furthermore, Borouge Group International intends to raise cash capital c. USD 4 Bn by offering primary
shares to improve its investment-grade credit rating and secure inclusion in MSCI in 2026. After the
primary offering, free float is expected to increase up to the low teens from the currently proposed
6.12%.
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e The combined entity is projected to operate at 13.6 mtpa (million tonnes per annum), including 5.0 mtpa
from Borouge, 4.6 mtpa from Borealis, and 2.6 mtpa from Nova Chemicals (as of Dec 2024), with an
expected addition of 1.4 mtpa from Borouge 4 after its completion.

e The Borouge 4 expansion project, with a total investment of USD 7.5 Bn, is set to increase polyolefins
production capacity by 1.4 mtpa and is expected to commence full operations by the end of 2026. Once
operational, the expansion is projected to contribute c. USD 900 Mn annually to EBITDA, further
enhancing the Company's financial performance and profitability.

e Borouge Group International will create a global polyolefins platform that covers essential geographic
regions, benefiting from access to cost-effective feedstock and a strong stance on the cost curve. The
merger will also provide advantaged feedstock costs, leveraging ADNOC’s competitive upstream position
and Borealis’ established supply chain efficiencies, ensuring a strong cost advantage in polyolefins
production.

e Additionally, Borouge Group International will be uniquely situated to capitalize on the growing demand
for sustainable and circular solutions, which will boost its competitive edge on a global scale and provide
cost advantages. Polyethylene spot prices are expected to recover from their highs and return to average
levels, positioning Borouge Group International to benefit from price recovery.

e The new entity’s dividend policy will target a minimum annual payout of AED 16.2 fils per share,
representing an increase over Borouge’s current annual dividend, providing value to shareholders.

e The transaction is expected to generate run-rate synergies of USD 500 Mn per year, with an estimated
75% of these synergies to be realized within the first three years after closing. Additionally, the
combination is expected to generate an annual through-the-cycle EBITDA of more than USD 7 Bn, driven
by synergies, increased production capacities, and optimized operational efficiencies across the combined
entity.

e The merger brings together more than 800 R&D experts and an intellectual property portfolio with over
16,500 patents, which will accelerate innovation, enabling the development of differentiated products
and enhancing competitive advantage. Furthermore, Borouge Group International will operate seven
world-class innovation centers that will drive the development of advanced and high-value products,
helping the newly formed entity stay ahead in the rapidly evolving polyolefins market.

e Borouge Group International will have an extensive global production and distribution network that spans
major markets, providing the newly formed entity with a competitive advantage in expanding its global
market presence. Also, the acquisition of Nova Chemicals, with its 2.6 mtpa of polyethylene capacity, will
significantly strengthen Borouge Group International’s position in North America, expanding its product
offerings and production capabilities in the region.

e Sustainability is a key pillar of the transaction, with Borouge Group International aiming to become a
leader in circular solutions, continuing to leverage the existing sustainability commitments of Borouge,
Borealis, and Nova. Borouge, Borealis, and Nova have committed to achieving net-zero emissions (Scope
1 and 2) by 2050, and Borouge Group International will build upon these goals with an expanded
sustainability strategy once the merger is completed.
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All-share combination of Borouge & Borealis resulting in newly formed Pos

Borouge Group International equally owned by ADNOC & OMV

ransaction Ownership Structure(23)

Acquisition of Nova, at completion, by Borouge Group International funded
through acquisition debt, which is expected to be refinanced in the capital

%) OMV

Free-Float (ADX)%

ﬁ (S

be transferred to XRG's Global Chemicals Platform, supporting its global

markets
Headquartered and domiciled in Austria with regional headquarters in Abu 6.12%
Dhabi
46.94% 46.94%
m To be listed on the Abu Dhabi Securities Exchange (ADX)® Borouge Sroup
Share exchange offer to Borouge free float for new shares in Borouge §>
Group Internationalt! 3
100% 100% 100%
m Cash capital increase by Borouge Group International in 2026 of up to
c.$4bn to augment investment grade credit rating profile and achieve MSCI
inclusion il une'_‘"? V4 soreaus & NOVA Cremicals
Recontribution of Borouge 4 when fully operational, expected to be at total cost,
07 estimated at ¢.$7.5bn® e
e Borouge 4 Ownership!®
. 30%
Simplified ownership structure aligning objectives to fully capitalize on AeBavsTAR 5) oMy
combined potential
Borouge 4
m Upon completion, ADNOC's shareholding in Borouge Group International will ] 705
st

chemicals growth strategy and value-creation agenda

Notes: () For the avoidance of doubt, nothing in this document shall constitute an offer (or an intention to make an offer) by ADNOC, OMV, Borealis, NOVA Chemicals Corporation or, following its incorporation, Borouge Group International, for the shares in Borouge held by
the free float or a recommendation by the board of directors of Borouge under the Decision of the Chairman of the SCA Board of Directors No. (18 / R.M) of 2017 or under the ADGM Takeover Regulations (Takeover Code) Rules 2015. ? The proposed listing of Borouge Group
International on the ADX and a proposed share exchange offer to the Borouge free float are subject to discussion with, and (if required) approval by, the UAE Securities & Commodities Authority ("SCA") and ADX. ( Assumes SCA approval of a share exchange offer by Borouge
Group International and 100% acceptance of the share exchange offer by the Borouge free float. () Shares of ADNOC are to be transferred to XRG at the completion of the transactions. * Borealis’ direct ownership of B4 to be upstreamed to ADNOC and OMV. ® Cost is defined

as adjusted net book value and includes aggregate expenses and investments, financing and owner’s costs.
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Expected Through-the-Cycle EBITDA

. Borouge & Borealis Nova Chemicals . Borouge, Borealis & Nova Chemicals
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Notes: (1) Reflects expected impact from normalization of operating rates and prices / spreads to mid-cycle levels compared to 2020 to 2024 average.
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and Requisite Approvals

Borouge Group International: (The new listing entity)

Borouge Group International
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1 3.6mtpa

Pro-Forma Polyolefins Capacity!®
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c.$7bn+

Expected Through-the-Cycle
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Product Offering

Innovative Polyolefins
Producer with World
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Portfolio

Feedstock-Advantaged
North American Player
with Proprietary
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Global Polyolefins Champion with
Worldwide Production Footprint, Leading
Technologies and Profitability

Notes: (1) Nameplate production capacity as of 2024A. (2) Average over 2020A-2024A. (3) Post completion and recontribution of B4. (4) Includes 0.5mt for Baystar, reflecting 50% stake, and 0.1mt of recycled polyethylene capacity. (5) FX EUR / USD: 1.14 (2020A); 1.18 (2021A);
1.05 (2022A); 1.08 (2023A); 1.08 (2024A); excluding Nitro. (6) Including 1.4mtpa capacity from B4. (7) Guidance for Borouge Group International EBITDA.
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Research Rating Methodology:

Rating Upside/Downside potential
BUY Higher than +15%
ACCUMULATE Between +10% to +15%
HOLD Lower than +10% to -5%
REDUCE Between -5% to -15%

SELL Lower than -15%

FAB Securities Contacts:

Research Analyst
Ahmad Banihani +971-2-6161629 ahmad.banihani@Bankfab.com

Sales & Execution
Abu Dhabi Head Office

Trading Desk +971-2-6161700/1 Online Trading Link
+971-2-6161777
Institutional Desk +971-4-4245765
DISCLAIMER

This report has been prepared by FAB Securities (FABS), which is authorised by the UAE Securities and Commodities Authority,
licensing registration number 604002, and is a member of the Abu Dhabi Securities Exchange and Dubai Financial Market. The
information, opinions and materials contained in this report are provided for information purposes only and are not to be used,
construed, or considered as an offer or the solicitation of an offer or recommendation to sell or to buy or to subscribe for any
investment security or other financial instrument. The information, opinions and material in this report have been obtained
and derived from publicly available information and other sources considered reliable without being independently verified for
their accuracy or completeness. FABS gives no representation or warranty, express or implied, as to the accuracy and
completeness of information and opinions expressed in this report. Opinions expressed are current as of the original publication
date appearing on the report only and the information, including the opinions contained herein, are subject to change without
notice. FABS is under no obligation to update this report. The investments referred to in this report might not be suitable for
all recipients. Recipients should not base their investment decisions on this report and should make their own investigations,
and obtain independent advice, as appropriate. Any loss or other consequences arising from the uses of material contained in
this report shall be the sole and exclusive responsibility of the recipient and FABS accepts no liability for any such loss or
consequence. The value of any investment could fall as well as rise and the investor may receive less than the original amount
invested. Some investments mentioned in this report might not be liquid investments, which could be difficult to realise in cash.
Some investments discussed in this report could be characterised by high level of volatility, which might result in loss. FABS
owns the intellectual property rights and any other material contained in this report. No part of this report may be reproduced,
utilised or modified in any form either in whole or in part or by any electronic, mechanical or other means, now known or
hereafter invented, including photocopying and recording, or stored in any retrieval system without the prior consent of FABS
in writing. While utmost care has been taken to ensure that the information provided is accurate and correct, neither FABS, nor
its employees shall, in any way, be responsible for the contents. By accepting this document, the recipient agrees he/she has
read the above disclaimer and to be bound by the foregoing limitations/restrictions.
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