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Financials and Forecasts

2020 2021E 2022E 2023E 2024E 2025E

Income Statement (SAR mln)

Revenue 2,231              2,304  2,318  2,332  5,474  5,501  

Gross Profit 729                   770       768       767       1,639  1,589  

EBIT 592                   631       629       627       1,310  1,259  

Net Income 596                   546       565       586       1,267  1,245  

Key Ratios

Gross Margin 33% 33% 33% 33% 30% 29%

EBIT Margin 27% 27% 27% 27% 24% 23%

Net Margin 27%                24%    24%    25%    23%    23%    

Source: Riyad Capital, Company Reports
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  Jubail Expansion to Drive Profits 

The impact of the Coronavirus pandemic has spread to the whole world harming many 

sectors. Advanced, like other companies in the Petrochemical sector, was negatively 

affected through an impact on its revenues, which declined due to weak demand and 

lower product prices.  

Polypropylene prices improving 

As the distribution of the Coronavirus vaccine picks up pace, an increase in demand and 

an improvement in polypropylene selling prices are expected in the future, following an 

improvement in demand in 4Q2020 and a recovery in the markets after the effects of the 

Covid-19 pandemic. We expect revenues in 2021 to reach SAR 2.3 billion and we believe 

it will grow to SAR 5.5 billion by 2024 with the start of operations for the Jubail project. 

Financing to pressure bottom-line in the short term 

The Jubail project, which will double the Company's revenues and production capacity, 

needs huge financing, as cost amounts to over SAR 7 billion. We expect bottom-line for 

2021 to reach SAR 546 million, down -8%, due to high financing expenses, as the 

company signed a Murabaha financing amounting to SAR 1.5 billion, and its subsidiary, 

the Advanced Polyolefins Company, obtained approval from the Saudi Industrial 

Development Fund to obtain a loan of SAR 3 billion. Thereafter, we expect an 

improvement from next year with bottom-line doubling in 2024.  

Upgrade to Buy, SAR 76 target price 

We have revised our forecasts and raise our target price from SAR 58.00 to SAR 76.00 

and upgrade our recommendation to Buy. We believe that the company will achieve 

long-term growth after implementing its expansion plan. Advanced can bear capital 

expenditures and debts for the project due to its strong financial position.  

 

 

 

Price as on Jan-31, 2021 SAR 62.70 

 
Upside to Target Price 21.2% 

Expected Dividend Yield 3.7% 

Expected Total Return 24.9% 

  
 

Market Data 

52 Week H/L  SAR 72/37.3 

Market Capitalization  SAR 13,543 mln 

Shares Outstanding   216 mln 

Free Float  92.5% 

12-Month ADTV 399,674 

Bloomberg Code APPC AB 
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Sector recovery post pandemic 

The Covid-19 pandemic hit all economies, as the global economy contracted by 

-3.5% during the year 2020 according to the estimates of the International 

Monetary Fund, while the economy of the GCC countries shrank by  -6%. 
However, the economy of Saudi Arabia contracted by a lower -3.9%, due to 

precautionary measures related to the pandemic, national lockdowns, and the 

collapse of crude oil prices. The chemical industry in the region is closely linked to 

economic activity, demand and supply headwinds, fluctuations in feedstock 

prices and growth in end-user industries. 

The issuance of approvals for several vaccines and the launch of the vaccination 

program in some countries have revived the hope that this pandemic will 

eventually end. It seems that the economic activity has begun to adjust over 

time, and it is expected that the Kingdom's economy will recover gradually. Real 

GDP growth during the years 2021-2022 is expected to reach +2.6% and +4% 

respectively. 

 

 

 

The decline in oil prices in 2020 caused a major shock to the global chemical 

industry, as prices fell by more than -40% during the year, and chemical 

producers were not prepared for the size and speed of the impact on their 

business. Crude oil is also a major cost driver in the petrochemical sector and its 

derivatives. GCC sales of chemicals decreased by more than -20% compared to 

2019. Looking to 2021, the price of oil is expected to be neutral to positive from 

these levels.  

 

Exhibit 1: Economy Will Recover Gradually

Source: IMF, Riyad Capital
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The American Chemistry Council expects the volume of global chemical 

production to grow by +3.9% in 2021, after falling by -2.6% in 2020, the largest 

decline in the past 40 years. Chemical performance in 2021 will vary between 

regions but all are expected to recover. China and India will lead the recovery in 

global chemical production with strong growth forecasts of +5.4% and +7.5% in 

2021, respectively. In general, chemical production in the Asia region is set to rise 

+4.4% next year, followed by North America at +4.1% and Latin America by 

+4.6%. It is expected that chemical production in the MENA region will increase 

by +3.6%, and by +1.2% in the GCC countries specifically. Slower than normal 

growth in the GCC countries in 2021 is driven by a lack of significant production 

capacity in 2021 and the industry is operating at a high-capacity utilization rate. 

 

 

 

Chemical revenues are expected to improve in 2021, supported by higher oil 

prices and a recovery in demand in end-user industries. In the GCC region, 

revenues of chemicals are expected to range between USD 60-63 billion, an 

increase of +15-20% over the previous year. However, this is still below the pre-

pandemic average level of USD80 billion that GCC producers have generated 

annually since 2011. 

 

 

 

Exhibit 2: World Chemicals Output Growth

Source: ACC, Riyad Capital
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Chemicals end-sector performance is expected to recover during 2021, led by 

packaging, while the automobile sector will follow a slow recovery path and the 

construction sector needs to make great efforts to revive it, which has been 

witnessing slow growth from 2018. 

Construction 

Construction activities in the GCC countries are closely related to the oil 

dynamics, and the sector can expect some positives with projected oil 

production and prices showing signs of recovery from 3Q 2020. Another pickup 

is expected after 1Q2021. 

Packaging 

The consumption of plastic packaging in the GCC countries in 2019 reached 

2,505 KT, and is expected to grow by +2.6% in 2020, to reach 2,570 KT, as the 

momentum continues for single-use flexible packaging in consumer goods and 

medical applications during the pandemic It is expected that consumption in 

2021 will reach 2,650 KT. 

Automotive 

The auto industry in the GCC countries was hit hard in 2020, as new car sales are 

expected to decline by -24% Y/Y, to reach 750,000 units. The numbers of new 

car sales in Saudi Arabia indicate a decrease of -21% in 2020. It is expected that 

sales of new cars in Saudi Arabia will reach $6.2 billion in 2020, considering the 

increase in value added tax to 15%. However, 2021 is expected to witness single 

digit positive growth compared to 2020, and a return to pre-pandemic levels will 

take 2-3 years. 

 

Exhibit 3: GCC Chemical Industry Revenue and Growth (US Bln)

Source: GPCA, Riyad Capital

-30%

-20%

-10%

0%

10%

20%

30%

40%

0

20

40

60

80

100

120

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020E 2021E

Revneue Growth

-20% to -24%

15% to 20%



 

Page 5 of 11 

 

ADVANCED PETROCHEMICAL 
              Company Update   

 
 

Company History  

Advanced Petrochemical Co. was established as a closed joint stock company in 

the Kingdom of Saudi Arabia on the 1st of October 2005, and the main activity of 

the company is in the field of manufacturing and converting petrochemicals, as it 

includes the production of propylene and polypropylene, its marketing and sale 

locally by the company, and internationally through global marketers. A large 

proportion of the polypropylene produced is used in the manufacture of durable 

and semi-durable products such as auto parts, carpets, furniture and personal 

care products, lightweight plastic packaging, building materials, in addition to 

medical applications. 

 

 

 

 

 

 

 

 

 

 

 

Table 1: Subsidiaries Details        

            

Company Ownership  The Main Activity Place of Operations 

AGIC 95% 

Investing in industrial projects, including 

projects related to basic petrochemical 

and chemical industries, or 

transformational, inside and outside 

Saudi Arabia. 

Saudi Arabia 

AREC 100% 

Production of polysilicon and its 

derivatives, which include photovoltaic 

cells and photovoltaic panels. 

Saudi Arabia 

AGHL 100% 
Investment, trade and marketing of 

petrochemical and chemical products. 

Europe, America 

and Asia 

        

      

Source: Riyad Capital, Company Reports       
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An Expansion Strategy Moving forward 

The collapse in oil and petrochemical prices together with dramatically changed 

market dynamics due to the Covid-19 pandemic has reduced the cash flows of 

major chemical producers in the GCC. However, Advanced Polyolefins Co.’s 

Petrochemical Plant remains on course and is still expected to come on stream in 

2024. Given the strong position of Advanced on its future expansion especially 

within the petrochemicals sector, the project is expected to go ahead as planned. 

The company previously announced the signing of a partnership agreement 

between AGIC and SK Gas Petrochemical to incorporate Advanced Polyolefins 

Company to construct and operate Propane Dehydrogenation (PDH) and 

Polypropylene (PP) plants with a nameplate capacity to manufacture 843k tons 

per annum Propylene and 800k tons per annum Polypropylene in Jubail Industrial 

City. Isopropanol has also been included as part of the strategy to boost the 

manufacturing industry in line with the Kingdom's Vision 2030 Isopropanol is 

used in a variety of applications including hand sanitizers, medical applications 

and the electronics industry. 

 

Table 2: Company's Capacity       

     

Product Name Type 
Production 

Capacity (MT) 

Company 

Name 

Advanced's 

Share (MT) 
% Status 

Polypropylene 
Finished 

product 
450K Advanced 450K 100% Completed 

Polypropylene 
Finished 

product 
60K AGIC 60K 100% 

Under 

construction 

Polypropylene 
Finished 

product 
800K 

Advanced 

Polyolefins 

Co. 

680K 85% Announced 

Propylene 
Finished 

product 
180K AGIC 180K 100% Completed 

Isopropanol 
Finished 

product 
70K 

Advanced 

Polyolefins 

Co. 

60K 85% Announced 

Propylene Feedstock 455K Advanced 455K 100% Completed 

Propylene Feedstock 843K 

Advanced 

Polyolefins 

Co. 

717K 85% Announced 

       
Source: Riyad Capital, Company Reports, Argaam. 
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Jubail project to double revenues  

Advanced achieved revenues of SAR 2.2 billion in 2020, a -14% decrease over the 

previous year, as a result of the Covid-19 pandemic, as sales volumes and 

average selling prices for polypropylene products decreased by -12.2% and -

2.1% respectively. Despite the challenges of the year 2020, the Company is 

performing well. 

With the rollout of the Coronavirus vaccines, an increase in demand and an 

improvement in polypropylene selling prices are expected in the future, following 

an improvement in demand in 4Q2020 and a recovery in the markets following 

the effects of the Covid-19 pandemic. 

The company's plan on completing the Jubail project will inevitably double both 

production capacity and revenues with the start of operations in 2024. The 

company has already begun to obtain the necessary financing. In addition, AGIC 

has signed long-term off-take agreements for the sale of Polypropylene with 

Vinmar International LLC of USA (250,000 MT per annum), Tricon Dry Chemicals 

LLC of USA (250,000 MT per annum) and Mitsubishi Corporation of Japan 

(120,000 MT per annum) that will support sales and presence in markets with 

better returns. We expect revenues in 2021 to reach SAR 2.3 billion and we 

believe it will reach SAR 5.5 billion by 2024. 

 

 

 

 

 

Source: Company Reports, Riyad Capital

Exhibit 4: Topline Will Grow Slightly & Double by 2024 (SAR Mln) 
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Stable EBIT due to operational efficiency 

Operating income reached SAR 592 million in the year 2020, a decline of -19% 

compared to the previous year, due to the decline in product prices and sales 

volumes. However, the Company was able to control operating expenses as a 

result of improved efficiency. We expect EBIT for 2021 to reach SAR 631 million 

as a result of higher product prices and improved sales volumes in the future on 

the back of the end of Covid-19 pandemic. We also expect operating income to 

reach SAR 1.31 billion in 2024, due to the increase in production capacity 

resulting from the Jubail project. 

 

 

 

 

 

 

 

 

 

 

Source: Bloomberg, Riyad Capital

Exhibit 5: Propylene and Polypropylene Prices During 2020 (USD/MT)
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Exhibit 7: Bottomline Maintains 2020 Level (SAR Mln)

Source: Company Reports, Riyad Capital
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Net income under pressure up to 2024  

In a challenging 2020, net income decreased by -22% Y/Y to SAR 596 million. As 

a result of the decrease in sales plus the reduction in share of profit on 

investment in SK Advanced Co. Ltd. (associated company in South Korea) by -

55.1% in the year. However, the decline in operating and financing expenses by -

22% and by -86%, respectively, has supported results. We expect bottom-line 

for 2021 to reach SAR 546 million, down by -8%, due to the high financing 

expenses, as the company signed Murabaha financing amounting to SAR 1.5 

billion, and its subsidiary, the Advanced Polyolefins Company, obtained approval 

from the Saudi Industrial Development Fund to obtain a loan of SAR 3 billion. 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Exhibit 6: EBIT Grows Slightly (SAR Mln)

Source: Company Reports, Riyad Capital
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Discounted Cash Flow (DCF) Valuation

 (SAR Million) 2021 2022 2023 2024 2025

EBIT
631,473                                629,123                                                   626,698                                                              1,310,352                                1,259,374          

Depreciation
286,615                                376,111                                                   466,176                                                              476,730                                     483,193               

WC Changes
2,754,483                           (1,591,427)                                            (1,523,709)                                                       114,012                                     180,678               

Capex
(1,381,890)                         (1,621,996)                                            (1,631,728)                                                       (189,923)                                   (108,350)             

FCFF -                                             (2,208,189)                                           (2,062,562)                                                      1,711,171                               1,814,895         

TV
2,290,681                          (2,208,189)                                           (2,062,562)                                                      1,711,171                               25,756,247     

PV of FCFF -                                             (2,042,408)                                           (1,764,493)                                                      1,353,982                               18,849,872     

Terminal Preptual Growth 1%

WACC 8%

PV of FCFF 16,396,952                      

Plus Cash 78,264                                    

Plus Investment 621,998                                

Less Debt 609,893                                

Equity value 16,487,321                        

Shares outstanding 216,473                                

Target Price Using DCF SAR 76

Source: Riyad Capital, Company Reports

 

 

Valuation 

We have valued Advanced Petrochemical on the basis of Discounted Cash Flows 

(DCF). We use 0.87 as beta (from Bloomberg) while long-term growth is assumed 

at 1%. We arrive at Weighted Average Cost of Capital of 8%. Using the DCF 

valuation method, we arrive at a fair value of SAR 76.00. Thus, we raise our target 

price from SAR 58.00 to SAR 76.00 and upgrade our recommendation to Buy. Our 

assumptions are illustrated below. 
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 Stock Rating 

 

 

 

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

 For any feedback on our reports, please contact research@riyadcapital.com 
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Riyad Capital is a Saudi Closed Joint Stock Company with Paid up capital of SR 200 million, licensed by the Saudi Arabian Capital 

Market Authority NO.07070-37. Commercial Registration No: 1010239234. Head Office: Granada Business Park 2414 Al-

Shohda Dist. – Unit No 69, Riyadh 13241 - 7279 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 
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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 
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only one possible outcome. Further, such opinions, forecasts or projections are subject to certain risks, uncertainties and 
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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 or in part, and all information, opinions, forecasts and projections contained in it are protected by the 

copyright rules and regulations.  

 

Buy Neutral Sell Not Rated 

Expected Total Return 

Greater than +15% 

Expected Total Return 

between -15% and +15% 

Expected Total Return less 

than  -15% 
Under Review/ Restricted 


