Sahara International Petrochemical Co. (SIPCHEM) 1Q2026 First Look

B Liquids Limitations Real; Gross Profit Belies 2Q26 Challenges  May 14, 2026

Upside to Target Price (11.7%) Rating Neutral
Expected Dividend Yield 5.2% Last Price SAR 15.48
Expected Total Return (6.5%) 12-mth target SAR 13.67

SIPCHEM 1Q2026 1Q2025 Y/Y 4Q2025 Q/Q RC Estimate

52-week high/low SAR21.2/131 Sales (38%) (22%)
Market Ca SAR 11,352 min
P Gross Profit 78 360 (78%) 280% (237)
Shares Outstanding 733.3min . |
Gross Margins 6% 18% (19%)
Free-float 88.95%
12-month ADTV 2,046,354 Operating Profit (69) 144 (440)
Bloomberg Code SIPCHEM AB Net Profit (215) 195 (505)
(All figures are in SAR min)
6-mth 1_y|— 2_y|— - Sales of SAR 1.23 bln in 1Q26 (-38% Y/Y, -22% Q/Q) were in line with our estimate of SAR 1.24 bin. This result confirms our previously highlighted concern over liquids (methanol)
transport: any potential strength from January/February — increased downstream production (kmt) and propane-chain spreads — was overwhelmed by severe overhang in the basic
20% - chemicals segment. Management acknowledged the "disruptions to transportation routes to customers, periods of plant underutilization, and fluctuations in feedstock availability"
in its Middle East conflict disclosure in the 1Q26 financials. Related-party sales to JAMC, a key methanol partner, are also down -48% Y/Y — providing a clean quantitative signature
) of the volume hit. As stated in our 1Q26 preview, the Q/Q price jumps in propane-chain products are themselves a symptom of Hormuz logistical shortages, not demand, and there
(. is no guarantee any greater spreads will be captured at the same volume in 2Q26.
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. Net loss of SAR (215) mIn came in materially narrower than our SAR (505) mIn estimate, but there is more nuance. Gross profit improved +280% Q/Q from SAR 21 min in 4Q25 to
20% - SAR 78 miIn in 1Q26 despite the -22% Q/Q revenue drop, and operating loss narrowed from SAR (152) min to SAR (69) mIn. The reported SAR (215) min net loss is principally explained
by Sipchem's share of associate losses of SAR (88) min (vs. +387 mlIn in 1Q25), driven largely by TSOC, not a 1Q26-specific Hormuz event. One disclosure in particular vindicates the
core thesis from our preview: Management identified impairment indicators on the IMC (methanol) and Acetyls CGUs — the very assets we singled out as the genuinely impaired
-40% exposure (Note 6c). We also note that Sipchem did not recognize an additional SAR 46.2 min of losses on its SAMAPCO joint venture because the carrying value is already nil (Note
8.2.1), implying real economic damage is still occurring but not fully reflected in profits. With these structural constraints materializing as anticipated, we maintain our skeptical view
-60% - on volume recovery in the basic chemicals segment going forward.

. With the 1Q26 Maaden earnings call confirming Hormuz shipping challenges remain (May 4, 2026), and with no material changes in the news cycle, this negative overhang has now

lasted more than 40 days into 2Q26 — a duration window already longer than the ~30 days absorbed in 1Q26. Compounding this, 2Q25 was a structurally strong base quarter for
[ ] SIPCHEM [ ] TASI Basic Chemicals (33% gross margin, SAR 174 min gross profit), meaning Y/Y comparisons in the 2Q26 print will mechanically look much worse than 1Q26's, even before any
incremental operational damage. Recent increases in propane, butane, and ethylene feedstock costs could further erode the favorable spreads that supported the 1Q26 gross profit
beat, removing the cushion that protected this print. Sipchem's balance sheet positioning reinforces our cautious view: the Group drew ~SAR 925 mln of incremental debt and built
a cash buffer of nearly SAR 1.0 bln in 1Q26 — a defensive posture consistent with management expecting prolonged uncertainty. We maintain our target price and rating.
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Disclaimer

B stock Rating

Not Rated

Expected Total Return Expected Total Return

Expected Total Return less than -15% Under Review/ Restricted
Greater than +15% between -15% and +15%

The expected percentage returns are indicative, stock recommendations also incorporate relevant qualitative factors

For any feedback on our reports, please contact research@riyadcapital.com

Riyad Capital is a Saudi closed joint stock company with paid-up capital of SAR 500 million. Licensed by the Saudi Arabian Capital Market Authority (No. 07070-37).
Commercial Registration No. 1010239234. Head Office: 3128 Financial Boulevard, 6671 Al Ageeq Dist., Riyadh 13519, Kingdom of Saudi Arabia. Ph: 920012299.

The information in this report was compiled in good faith from various public sources believed to be reliable. Whilst all reasonable care has been taken to ensure that the
facts stated in this report are accurate and that the forecasts, opinions and expectations contained herein are fair and reasonable. Riyad Capital makes no representations
or warranties whatsoever as to the accuracy of the data and information provided and, in particular, Riyad Capital does not represent that the information in this report is
complete or free from any error. This report is not, and is not to be construed as, an offer to sell or solicitation of an offer to buy any financial securities. Accordingly, no reliance
should be placed on the accuracy, fairness or completeness of the information contained in this report. Riyad Capital accepts no liability whatsoever for any loss arising from
any use of this report or its contents, and neither Riyad Capital nor any of its respective directors, officers or employees, shall be in any way responsible for the contents
hereof. Riyad Capital or its employees or any of its affiliates or clients may have a financial interest in securities or other assets referred to in this report. Opinions, forecasts
or projections contained in this report represent Riyad Capital's current opinions or judgment as at the date of this report only and are therefore subject to change without
notice. There can be no assurance that future results or events will be consistent with any such opinions, forecasts or projections which represent only one possible outcome.
Further, such opinions, forecasts or projections are subject to certain risks, uncertainties and assumptions that have not been verified and future actual results or events
could differ materially. The value of, or income from, any investments referred to in this report may fluctuate and/or be affected by changes. Past performance is not
necessarily an indicative of future performance. Accordingly, investors may receive back less than originally invested amount. This report provides information of a general
nature and does not address the circumstances, objectives, and risk tolerance of any particular investor. Therefore, it is not intended to provide personal investment advice
and does not take into account the reader’s financial situation or any specific investment objectives or particular needs which the reader may have. Before making an
investment decision the reader should seek advice from an independent financial, legal, tax and/or other required advisers due to the investment in such kind of securities
may not be suitable for all recipients. This research report might not be reproduced, nor distributed in whole orin part, and all information, opinions, forecasts and projections
contained in it are protected by the copyright rules and regulations.
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