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Pictures of chemical units
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Chemical Sector

Big but segmented sector
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Categorize by feedstock origin

4 ik TPetrochemical, ¥ &4t ¥ & T & -F /5]

Bt T Coal chemical, 4£&last. #pfity. #ab ik
4;@ RAAAMA T NG chemical, =RAt. ¥Rk, KA, Hr=ik
i 4 #1C T Biochemical, *BAf. kKA
§ # T Saltchemical, WL&A#L. ZAMLT. RFRAK. =h L
(BD #F AL Chlor-alkali chemical, #i8 Kk, F&E. KRBT, E 4
g_.) W, %1 L Calcium carbide chemical, .L#=%. =4&H. #5i8 Rk

E24k L Silicon chemical, # &4y, EFH a4
#AL T Fluoro-chemical, =%%, Efti#h

B4k T Phosphorus-chemical, %2, % %EH. LA~k
FALE AL T Inorganic chemical, 42 % &
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CICC Chemical Sector

thr /A ]

From perspective of investment

m 5] /77 f{Homogeneous

Com m_Od ity w3 AE 2 Low entry barrier (Technology)
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n'’% K& K Large volume for demand (>2 mn ton)
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1% m ) 414 3% Typical Cyclical
jli: AL 22 -k 2 R A KT Cost largely determined by scale
o % LA K Heavy investment
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Chemical Sector

Typical value chains-Blue Star New Material
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Growth turning point of chemical sub-sectors

Chemical Sector
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Chemical Sector

Accelerating Industry Investment
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Chemical Industry Trend

IR L AT Ak H6C”

mCapital reallocation (to ME and China)

mCommerce (US import and Devp’ing export)

mCoal (petroleum Substitute)

mConsolidation (C,,=37%/90 to 46%/05)
BASF/Reliance/Sinopec/SABIC....

mCorn (Biochemical, Biodiesel, Ethanol... )

nCycle (Petrochemical downcycle begins)
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Sector Drivers
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Chemical Sector

Commodity Chemicals
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Specialty Chemicals
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Earning Forecasting & Modeling-unit gross margin
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Chemical Sector

Earning Forecast & Modeling-unit COGS breakdown
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ACETALDEHYDE TO:

Acetic Acid

Ethyl Acetate
ACETIC ACID TO:

Butyl Acetate
Ethyl Acetate

Vinyl Acetate
ACETONE TO:

Acetone cyanohydrin

Bisphenol A

ACRYLONITRILE TO:

ABS
Acrylic Fibre
Nitrile Rubber

ADIPIC ACID TO:
Nylon 66 Resin
BENZENE TO:

Alkylbenzene
Aniline
Cumene
Cyclohexane
Ethylbenzene
Styrene

Maleic Anhydride

0.75
1.1

0.53

0.69

0.75

0.76
0.29

0.25
0.97
0.35

0.66

0.38
0.88

0.7
0.94
0.76
0.79

1.15
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The Meaning of Valuation: if you are a PE investor

A ARA A8 ERAE?
FafT ATk, AoE R RG] b, B2 %A DR EE?

PE

> R K 81335100 % o-4r, PE=1/r

PB
>EERA: 4 E) K ERIL RAF KBV
>PB = PE x ROE

EV/EBITDA

>E IR EEwEA
»EBITDAR KR 2 BRI
>EV# J& T leveraget) % 5+

Relative Valuation

> 3 AR AR
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Chemical Sector

Cyclical Commodity Chemical
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Normalized Earnings x} Z
Normalized PE

sPeak Earnings ¢ . Peak PE
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[Ealance sheet valuation
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“normal” valuation
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Balance sheetvaluat

Peak valuation (pric
earnings) & structu
change

Startto look atsect

Sector Allocation Sw

tch -BUY

-to-peak

ral ROE NOW
One Cycle
6-8 years

—_—

mid-cycle

Build Positions Carefully
Continue to focus on peak
valuations
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Chemical Sector

Global Chemical Valuation difference

Commodity chemical Vs. Specialty Chemical

Valuation by Region P/E P/B EV/EBITDA

2005 2006 2007 2005 2006 2007 2005 2006 2007
U.S. Specialty Chemicals 25.7 18.9 16.9 3.7 35 3.3 11.0 9.6 9.0
U.S. Commaodity Chemicals 194 12.7 11.5 3.6 2.4 1.9 6.5 6.0 5.5
European Chemicals 19.5 17.3 14.6 3.3 2.9 2.6 10.1 8.8 8.1
Japanese Chemicals 27.9 20.6 16.6 21 1.9 1.7 8.8 7.9 7.1
Asia/Pacific Chemicals 9.6 14.6 13.1 1.6 1.6 1.4 7.2 10.5 9.8
Average-Global Chemicals 20.6 17.0 14.7 2.8 2.4 2.2 8.9 8.6 7.9
Valuation by Industry P/E P/B EV/EBITDA

2005 2006 2007 2005 2006 2007 2005 2006 2007
Diversified Chemicals 10.4 13.9 12.9 2.4 2.2 1.9 7.8 6.8 6.3
Industrial Gases 221 12.6 12.1 2.5 1.7 1.5 114 7.1 6.4
Commodity Chemicals 16.2 14.0 12.6 35 2.4 2.0 7.5 7.0 6.5
Specialty Chemicals 195 17.0 14.4 3.3 2.7 25 9.0 7.0 6.5
Average-Global Chemicals 20.6 17.0 14.7 2.8 2.4 2.2 8.9 8.6 7.9
Valuation by Capitalization P/E P/B EV/EBITDA

2005 2006 2007 2005 2006 2007 2005 2006 2007
Large Cap 19.0 16.4 14.5 2.9 2.6 24 9.4 8.9 8.3
Mid Cap 14.1 16.9 13.6 2.6 1.7 15 7.4 6.5 6.0
Small Cap 27.5 11.8 10.7 2.4 1.7 1.6 13.7 5.1 4.3
Average-Global Chemicals 20.6 17.0 14.7 2.8 2.4 2.2 8.9 8.6 7.9

Source: Bloomberg, CICC research

22



CICC Chemical Sector

th 43 7
PE check for growth stock

PE from Two-stage DDM Model

f fay
DPSn*(IIg]*LI ey

- (k) e, R A3 K & A2 WACC2E 3 408

ke -g (ko -2 )01+ k)"

1st stage Growth Rate in  Payout ratio in Permanent Payout ratio in

Variables WACC period(Yr) 1st stage 1st stage growth rate 2nd stage Theoretic PE

Source: CICC research 23
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Chemical Sector

Fertilizer: Food, Feed, Fiber and Fuel
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Bio-fuel, the main driver

Chemical Sector
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Historical low NA fertilizer inventory

L E FPHESE 17 bt EDAP 7

Million Metric Tonnes Product ALirars ] Trare. Prrshn i

.r);télj ;)‘%ﬁﬁp}i ﬁ%‘ F& — 2006 — 2007 — 2008 — -Year Average — e — ] — — L g R
%), 20084FJb £ 475E 40 "
FaBEfe o B AL T I 2 = .

N 2.5

4&4_1- ° T ]
2.0
15 h BE&

1.0 oa
05 62
0.0

i1}
A Feb M Bpe By ben W dum Tep O Koy Dex

1 1 1 1 L J
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

o rEAEfEEE AEAMAP 777 L ERAS A
ﬂ', ‘:P Hj U?)EXL&‘%%’% lekiliene, SPort Tom Frodhe el b Doy Pl

ﬁﬁi}fF/r:J';“FFéo - i e R — - r— — i — 00 — — L e kg
1
ik
-1
L]
|
3l
5 ]
Ll
B
Ak
an |
P i et s e T & e e, gy P
.1 L
Bn e Me Spr My RAn bl Ssg Sep Otk How D

e PFeb W Apr Bay Jbon kel S tep O Fov D

4% kK. TFI. Potashcorp. &3] HF5 2k



CICC Chemical Sector

= /N
Regional breakdown
Mitrogen M P K
Regions and Erc:ﬁ;f Annual 5:‘?'::?';1: Annual S'P:Drfljf Annual
.4)6}:]5'%’ ,j’gf‘!':ﬁp/\ a E\ Subregions consumption arowith cansurmption arewth cansumption arewth
HRKPH £, (%) (%) (%)
World 1.4 2.0 24
Africa 3.4 29 2.5 1.0 1.6 20
Morth America 13.5 0.3 12.0 05 171 0.7
Latin America 6.3 24 12.0 2.8 17.5 29
West Asia 3.5 1.7 3.3 1.0 1.4 24
South Asia 19.6 2.2 20.5 25 10.9 4.2
East Asia 383 1.2 261 19 5.2 2.3
Central Europe 2.7 1.8 1.5 1.2 2.4 1.0
West Europe 3.4 -0.3 5.6 -7 9.5 0.0
E Eurocpe and 3.0 24 2.0 4.5 3.1 1.&
C Asia
Oceania 1.4 4.9 2.5 1.7 1.2 21
® /= El AT 49 R AL IR N P,Ox K,O #:4-CAGR
T, RASFLIRMME 1995-057F K ¥% K 1.70%  1.80% 2.40% 1.90%
FERBEAE LA 1995-00% K 3% K 0.90%  1.20% 1.30% 1.00%
2000-05F R 3% Kk 2.60% 2.40% 3.60% 2.70%
Mosaic T3 ] 2.60%  3.50% 3.90% 3.00%
IFA Tom Rk Sk 5453 K 2.40%  3.20% 3.40% 2.80%
Fertecon ¥R & K 55F-3% K  2.00% 2.50% 3.60% 2.40%

AR R: TFI. IFA. F 4038 A5
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Chemical Sector

China’s demand growth higher than that of the world

o 7] - B 56 JET A £ SE
100%
20%
21%
5% r 19% DK
. EP
mN
50%
25%
0% L L
1t F78 2 [§2001 th[H1990 t}1[€2003
P ENET K2 % T B R4
2006 2007 2008771 2009F7 7]
ALK ALK #uo ALK AWK
F® #ug hug fE T/ | FE #vuwg kvg fE®E T [FEOE kog g XA |FE #vug kvg FE T4
fehe | 5169 578 212 5535  2.0%| 5696 643 593 5746  3.8%| 6237 600 686 6151 7.1%| 6736 600 700 6636 7.9%
ghe | 3782 67 111 3738  5.3%| 4187 33 358 3862 3.3%| 4564 20 420 4164 7.8%]| 4929 20 450 4499 8.0%
Aife. | 1158 98 80 1176  3.5%| 1257 46 221 1082 -8.0%| 1370 0 250 1120 3.5%]| 1493 0 300 1193 6.5%
4efle | 226 414 20 619 -15.8%| 250 565 14 800 29.2%| 287 580 16 851 6.4%| 330 658 16 972 14.2%
hE | 2229 2 63 2168 12.6%| 2486 0 242 2244  35%| 2709 0 300 2409 7.4%)| 2926 0 340 2586 7.3%
DAP | 600 144 79 665 9.8%| 686 54 197 542 -185%| 768 50 250 568 4.7%| 860 50 300 610 7.4%

HAERF: A, IFA. PIRA. 403 B33
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Chemical Sector

Potash: resource concentration, stable uprising
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Phosphate:
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Nitrogen: Cost-driven with energy price
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CICC Chemical Sector
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Product Chain
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Chemical Sector

Base material : Inorganic
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CICC Chemical Sector

th& ) 7]
Base material : Organic Base Materials
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CICC Chemical Sector
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Fertilizer: N, P, K
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Herbicide, Pesticide & Crop Care Products
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CICC Chemical Sector
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Chemical Sector

Specialties: Silicone
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th& ) 7]
Specialties: Fluoro-chemical

F143 a F134 a — : ——
W % > Tk R T R T ok A8 2 RS
F152a
F125
%z —-{ B o S am F142b  |—» PVDF PVDF 2 & 4544 5k it

75 ‘
> AT T%T A > F22 —» TFE » PTFE A&z, W E
2 g L EE pb &
EVEY ; F32 y \\ i RIS
AR FEP PFA
F11,F12,F
123
— L RAEmLE S, HIRMRLE
ﬁrﬁé\%&f‘% %K%‘:‘J]ﬁ]/ﬁ&

IR LEFNE=Z%T. BEABRE. LAARE




CICC
h& N FE

7 M

Chemical Sector

Coating, Ink, Pigment and Dye

P

:;;p&%

A 4

7 b BR i

IR g Ao 7R M B
AP 4G B A R

b4

TRERH

\ 4

b > AR 7 b B B
\ oy
KEy/RE | @A IR AN B
KA TR BA Bg
> B
v
B 4k

Kah

FAAT L " B AE T oK, CESHREA. B, ARk A

¥, TELETMR, 22T LA ITRE.

HAELH, FBRLH. BE. EWLEA. Bplst

66



CICC Chemical Sector

th& ) 7]
Plastics and Synthetic Resin—5 Generals
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CICC Chemical Sector
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Plastics and Synthetic Resin-5 specialties
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Rubber
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Chemical Sector
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CICC Chemical Sector

SEASS
Q&A

Thanks!
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