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UAE Equity Research Sector: Basic Material Market: ADX

Borouge PLC

Current Price Target Price Upside/Downside (%)

AED 2.58 AED 2.95

1Q25 Net Profit lower than our estimate

e Borouge's revenue grew 9.0% YOY to USD 1.4 Bn in 1Q25, owing to a 10.0% YOY growth in total sales
volume, partially offset by a 4.0% YQY decline in average PE selling price.

e Direct cost rose 15.9% YOY to USD 846 Mn in 1Q25 owing to an increase in sales volumes.

e Gross profit increased marginally 0.3% YOY to USD 574 Mn in 1Q25 while gross margins fell 352 bps YOY
to 40.4%.

e Adj. EBITDA decreased marginally from USD 567 Mn in 1Q24 to USD 564 Mn in 1Q25. Adj. EBITDA margin
declined 382 bps YOY to 39.8% in 1Q25.

e Operating profit remained flat on YOY basis in 1Q25 at USD 430 Mn with a decrease in operating profit
margin of 271 bps YOY to 30.3%.

e Net profit grew 3.0% YOY to USD 279 Mn in 1Q25, with a decrease in net margin from 20.8% in 1Q24 to
19.6% in 1Q25.

e Premia over the benchmark for PE increased 1% YOY to USD 224 per tonne in 1Q25, whereas premia for
PP declined 5% YOY to USD 154 per tonne.

e Cash conversion stood at 93% in 1Q25 compared to 97% in 1Q24.

e Adj. operating free cash flow decreased 5% YQY to USD 523 Mn in 1Q25.

Earnings Call Summary

e Borouge achieved premia over the benchmark of USD 244 per tonne for PE and USD 154 per tonne for PP
in 1Q25, above the management’s guidance of USD 200 per tonne for PE and USD 140 per tonne for PP.

e Recorded a 10% YOY growth in total sales volume to 1,252 thousand tonnes in 1Q25. Sales volume
declined 15% on QOQ basis in line with seasonality due to the Chinese New Year and Ramadan, coupled
with a higher base in in 4Q24.

e Prioritizes high-value applications with more than 38% volumes, with over 38% of its 1Q25 volumes
derived from value-added energy and infrastructure segments.

e Witnessed strong customer retention and a stable demand for its differentiated solutions.

e Utilization rate stood strong at 101% for PE and 98% for PP.

The Company started Borouge 3 (B3) planned turnaround and is expected to be completed by May 2025,

with a production volume impact of 320 thousand tonnes in 2Q25.

Selling and distribution expenses declined 38% QOQ, owing to a one-off item from the incentive payment

The Company’s capex stood at USD 41 Mn in 1Q25, driven by B3 turnaround and planned upgrades

Borouge completed its share buyback with 64 Mn shares purchased to date.

Increased full-year 2025 dividend guidance to 16.2 fils per share, reflecting a dividend yield of 6%.

Additionally, ADNOC intends to offer a minimum dividend of 16.2 fils per share annually during 2026-2030

Borouge Group International (BGI) is estimated to have a through-the-cycle EBITDA of USD 7 Bn.

e Borouge is expected to have a limited impact from US tariffs due to the minimal quantity of sales in the
us.

e Decline in oil price will have no change on the Company’s cost due to the long-term contract with ADNOC.

e The Company closely monitors development on a daily and hourly basis in China. Tariff impact on
shipments from the US to China will create an opportunity for Borouge to benefit from it.
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Borouge Plc - P&L

USD Mn 1Q24 4Q24 1Q25 1Q25F Var. YOY Ch QO0Q Ch
Revenue 1,302 1,621 1,420 1,515 -6.3% 9.0% -12.4%
Direct costs -730 -972 -846 -916 -7.7% 15.9% -13.0%
Gross profit 572 649 574 598 -4.1% 0.3% -11.6%
Operating expenses -147 -177 -151 -163 -7.4% 2.6% -15.0%
Adj. EBITDA 567 650 564 578 -2.3% -0.5% -13.2%
EBIT 429 510 430 449 -4.4% 0.1% -15.7%
Profit before tax 385 468 394 410 -3.8% 2.3% -15.7%
Tax -113 -137 -113 -115 -1.5% 0.5% -17.5%

Profit for the period
FABS estimate & Co Data
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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%
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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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