
Saudi Petrochemicals Sector Snapshot

• The global outbreak of Covid-19 and the oil price war that ensued in 1Q2020 resulted in a large negative demand shock and a large positive supply shock that took a heavy toll
on petrochemical product prices. OPEC+ eventually managed to reach a deal early April which ended the price war and included record production cuts (9.7 mbpd) that took
effect in May, however the large supply overhang that arose from the oil price war will challenge the effectiveness of these cuts which are set to expire end of July. On the
demand side, the majority of economies have begun easing restrictions and large fiscal and monetary stimulus measure have either been passed or are under consideration.

• Due to the OPEC+ production cuts and slow demand recovery in Asia, Asian petchem margins are being squeezed and several producers have been forced to reduce
production. Saudi Petrochemicals are set to benefit from record low feedstock prices and reduced financing costs, which will partially offset the drop in petrochemical prices
in 2020. Therefore, we expect improvements in sales volumes but weakness in selling price for the year.
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Upside Rating Analysis

Advanced 2330 53.70 46.00 (14%) Neutral
Leverage is set to increase drastically as the company constructs their large scale PP project.  Although it is keen on maintaining its 

current dividend policy, the company’s financial position will be less resilient in market downturns as their debt rises.

Petrochem 2002 25.30 26.00 3% Neutral
A 70% capital reduction in the company’s subsidiary is set to occur during the year which will help boost the company’s EPS and DPS. 

Petrochem stands out with its significantly low capex. 

SAFCO 2020 75.50 70.00 (7%) Neutral
Another round of maintenance shutdowns are scheduled for 2H2020 involving the Safco 5 plant (32 days), Safco 3 plant (15 days) 

and Ibn Baytar plant (93 days). As a result, capex is expected to remain relatively high and dividend yield will continue to be subdued.

YANSAB 2290 52.10 56.00 7% Neutral
The company possesses healthy FCF, no debt and a strong cash balance and thus we expect the company to pay out 2.75 SAR in 

2020 (2019: 3.50 SAR), creating strong support for the company’s share price.

Saudi Kayan 2350 8.43 9.00 7% Neutral
Kayan will likely register losses in the following quarters, however we expect their robust FCF to persist as unscheduled plant 

shutdowns are becoming rare. Net debt is on track to fall below its paid in capital by year end.

SABIC 2010 89.00 80.00 )10%( Neutral
Sabic will be hit hard from the current oversupply in the market given its scale and we anticipate additional impairment provisions in 

2H2020, but its financial position remains strong. We expect dividends to be roughly SAR 3.50 in 2020 (2019: SAR 4.40)

Sipchem 2310 14.30 16.00 12% Neutral
The extraordinary  general assembly approved purchasing 73.33 mln shares (10% of  shares outstanding), which will support the 

company's  EPS and share price. FCF is expected to remain resilient despite the supply overhang in the methanol market. 

Tasnee 2060 10.26 10.00 (3%) Neutral

After registering a hefty  impairment provision in 2019, it is highly unlikely that Tasnee will be paying dividends any time soon. The 

company exhibits  low operational efficiency and weak cash flows and will be the hardest hit from the fiscal tightening in the Kingdom 

due to its high exposure to the local market relative to peers.

Source:  Riyad Capital, Company Reports
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Disclaimer

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. Tel: 920012244

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 or in part, and all information, opinions, forecasts and
projections contained in it are protected by the copyright rules and regulations.

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

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

Stock Rating

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
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