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Disclaimer

This report has been prepared and issued by Marmore MENA Intelligence Ltd (Marmore), a fully owned research subsidiary of Kuwait
Financial Centre “Markaz” K.P.S.C. Marmore is a private limited company registered with the Registrar of Companies in India.

This Report is owned by Marmore and is privileged and proprietary and is subject to copyrights. Sale of any copies of this Report is
strictly prohibited. This Report cannot be quoted without the prior written consent of Marmore. Any user after obtaining Marmore's
permission to use this Report must clearly mention the source as “Marmore." The Report is intended to be circulated for general
information only and should not to be construed as an offer to buy or sell or a solicitation of an offer to buy or sell any financial
instruments or to participate in any particular trading strategy in any jurisdiction.

The information and statistical data herein have been obtained from sources we believe to be reliable, but no representation or
warranty, expressed or implied, is made that such information and data is accurate or complete, and therefore should not be relied
upon as such. Opinions, interpretations, estimates, and projections in this report constitute the current judgment of the author as of
the date of this Report. They do not necessarily reflect the opinion of Markaz or Marmore or other identified parties and are subject
to change without prior notice. Neither Marmore nor Markaz have an obligation to update, modify, or amend this report or to otherwise
notify a reader thereof in the event that any matter stated herein, or any opinion, projection, forecast, or estimate set forth herein,
changes or subsequently becomes inaccurate, or if research on the subject company is withdrawn.

This Report may not consider the specific investment objectives, financial situation, and the particular needs of any specific person
who may receive this report. Investors are urged to seek financial advice regarding the appropriateness of investing in any security
or investment strategy discussed or recommended in this report and to understand that statements regarding future prospects may
not be realized. Investors should note that income from such securities, if any, may fluctuate and that each security’s price or value
may rise or fall. Investors should be able and willing to accept a total or partial loss of their investment. Accordingly, investors may
receive back less than originally invested. Past performance is not necessarily indicative of future performance.

Markaz may seek to do business, including investment banking deals, with companies covered in its research reports. Markaz may
have interests in the areas covered in this research report. Markaz, Markaz managed entities, its clients, or its employees may have
from time to time long or short positions in any security, derivative or other types of assets referred to in this research report. As a
result, investors should be aware that Markaz may have a conflict of interest that could affect the objectivity of this report.

This report may provide the addresses of or contain hyperlinks to websites. Except to the extent to which the report refers to website
material of Markaz and Marmore, Markaz has not reviewed the linked site and takes no responsibility for the content contained
therein. Such address or hyperlink (including addresses or hyperlinks to Markaz's or Marmore’s own website material) is provided
solely for your convenience and information, and the content of the linked site does not in any way form part of this document.
Accessing such website or following such link through this report or Markaz’s or Marmore’s website shall be at your own risk.

For further information, please contact ‘Markaz’ at P.O. Box 23444, Safat 13095, Kuwait; Email: info@e-marmore.com; Tel: 00965
22248280; Fax: 00965 22495741.
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GCC petrochemical
companies are amongst the
lowest cost manufacturers
in the world owing to cheap

feedstock and energy costs

Petrochemical projects
worth USD 53bn are under
execution in the GCC.

1. Executive Summary

GCC petrochemical companies are amongst the lowest cost manufacturers
in the world owing to cheap feedstock and energy costs. Given their
strategic location and development as a major transportation hub, GCC
petrochemical producers enjoy a huge competitive advantage over others.

Over the next few years, GCC countries will strive hard to prove their
dominance in the petrochemical sector in an effort to diversify their
economies away from Oil & Gas revenues. Development of large scale
petrochemical complexes will serve the dual purpose of diversification as

well as employment generation.

Table 1: GCC Petrochemicals Capacity (MTPA?)

Country 2011 2015

Saudi Arabia 81 104
Qatar 17 28
Oman 9 16
Kuwait 6 8
UAE 8 16
Bahrain 1 1

Total 122 174

Source: GPCA, Markaz Research

Petrochemical projects worth USD 53bn are under execution in the GCC.
Apart from this, projects with an estimated value of USD 134bn are in
different stages of planning. Saudi Arabia tops the list with USD 45bn of
projects under execution and another USD 40bn of future projects.

Petrochemical prices deteriorated in the first half of 2012 opposed to an
increase in oil and Naphtha prices. However, prices rebounded slightly
during the second half due to stronger demand. Over the next few months,
we expect prices to be under pressure due to concerns on global growth.
But on a longer term basis, since most of the incremental demand growth
is coming from emerging economies, we foresee stable prices and margins.
Phasing out of older plants in the developed world and possible sanctions
on Iran should augur well for GCC producers. China’s increasing self-

! MTPA — Million Tons per Annum
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reliance for petrochemical products is a cause of concern for GCC
exporters. Sensing the risk, companies in GCC are establishing joint
ventures with Chinese companies to set up integrated plants in China in

GCC petrochemical order to tap local demand. But how credible is this strategy is open to
industry is grappling question (see the box).

with the major problem GCC petrochemical industry is grappling with the major problem of natural

of natural gas shortage. gas shortage, due to increased domestic consumption in areas like
electricity generation and desalination, leading to insufficient allocation of
ethane to new plants. For instance, there has been no substantial new
allocation of ethane for Saudi Arabian petrochemical companies since
2006.

Investing in other countries - Does it make sense?

GCC petrochemical exporters have started worrying about leading developing economies (China and
India) marching towards self-sufficiency, crowding them out of the market. To ward off this threat,
many GCC countries have started investing directly in these countries in terms of setting up
integrated plants. This will ensure assured off-take of oil and supposedly ward off the threat to
exports.

Such a proposition would have validity in an era of low oil prices with weaker demand where it will
be a buyer’s market. This happened during 1998 when oil prices plummeted to $10 and the idea
served as an insurance policy. However, since then oil prices have shown not only an increase but
structural shift in the oil price to the $80-100 range. This is partly due to increasing demand and
partly due to supply fears aided by Arab spring concerns and Iran issue. Global consensus long-term
oil price range is at $80-100 and hence the era of cheap oil may be a thing of past.

In this scenario, setting up integrated plants by GCC players in countries like China or India serves
no strategic purpose as GCC countries no longer look for assured off-take of oil in a seller’'s market.

Rather, it takes away the industry from the local shores which wipes out the employment opportunity
as well. Also, the cost advantage due to lower transportation cost is also lost if they establish units
at geographies far away from the extraction point.

The other side of the argument can be that, even though it is a seller’s market, GCC doesn’t have
the monopoly for Oil and hence emerging economies are free to secure oil from elsewhere and
produce petrochemical products themselves. A case in point is China-Kazakhstan, China-Russia oil
pipelines and investments made by China in Canadian oil sands for exploration. Apart from assured
off-take of products, these JVs also enable GCC companies to participate in hydrocarbon value chain
rather than just selling crude oil.
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This is the Executive Summary version of the full report.
To obtain full version, Kindly Click Here

OR email us at enquiry@e-marmore.com

Would prefer talking to us? Call us at +965 2224 8280
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About Marmore

Organizational Background

SRR Marmore MENA Intelligence provides research-based consulting solutions to help
understand current market conditions, identify growth opportunities, assess supply/
demand dynamics, and make informed business decisions.
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Since its inception, Marmore has published over 700 research reports and covered more than 25 varied industries

Marmore is a fully-owned research subsidiary of Kuwait Financial Center '‘Markaz'.
Since 2006, Markaz Research has been at the forefront in disseminating thought-

provoking, hard-data backed research reports. Marmore continues that legacy
with a focused approach to providing actionable solutions for business leaders
and policymakers.

and infrastructure segments; all focused primarily on the GCC economies. (To view our Research Library,
please click here)

With over 30 policy and regulatory research studies published, Marmore has partnered with renowned regional
think-tanks and opinion-leaders to publish some of these intellectually provoking policy research papers.
These research studies aim to initiate dialogue and propose better solutions to existing economic conundrums.
(To view our Policy & Regulatory research report, click here)

Almost on a weekly basis, Marmore publishes thematic economic, industry, policy and capital market reports. Marmore
has been recently conferred “Research Provider of the Year - 2018" award by Global Investor, a Euromoney Group
company. To learn more, visit www.marmoremena.com

Experience/Qualifications

Marmore is the only regional firm providing niche research based on strong analytics in areas that are less researched.
Marmore provides full range of financial market, sector specific and economic and policy researches, as well. The different
types of researches are availed based on the client's requirements. It is notable that Marmore research reports have
regularly been used by various renowned institutions to better understand the MENA region.

Marmore's strengths can be summarized as follows:

» Consistent track record of quality, in-depth research offerings;

» Skilled team with extensive experience in advanced quantitative and qualitative analysis techniques;
» Deep understanding of MENA market and access to wide-ranging database

» Delivers high quality, client specific, insightful research reports; highlighting key client issues and uncovering key
answers/opportunities for the clients.
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