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Introduction

CFI Group is pleased to present the Specialty Chemicals Global H2 2023 (Jul-Dec)
Review. This report provides commentary and analysis on current market trends
and M&A activity within the Specialty Chemicals sector.

As compared to 2022, there was a significant decline in 2023 global equity market
valuation in the specialty chemicals industry. It was due to a substantially weaker
demand from end-use industries, de-stocking after the unclogging of the supply
chains, high energy cost, intensifying recessionary effects combined with rising
interest rates, and inflation. The higher cost of borrowing, which was a roadblock to
deal-making in 2023, could ease amid an anticipated rewind in monetary policies.
While economic drivers and market outlooks vary across the chemical industry, we
see specific industry sectors with high consolidation potential — namely
construction chemicals and CASE (coatings, adhesives, sealants, elastomers).

Multiples paid in transactions also show a negative tendency with multiples
dropping towards and below the 10-year historical values. Despite these effects,
the number of transactions remains high in H2 2023, suggesting a sustained
necessity for portfolio evaluation and strategic transactions.

The Asia-Pacific region (APAC) again proved to be a key growth driver, though not
as much as expected during the start of the year and with shifts within the region.
APAC is expected to continue to hold two-thirds of the chemical market in 2024.

Despite the hurdles faced in the global chemical market, Indian chemical
companies are poised for a promising resurgence in margins. The anticipated
recovery, set to materialize from the second half of FY24 will be due to a strong
domestic demand and increased global interest in sourcing from India. The growing
prominence of specialty chemicals and niche applications, coupled with robust
capital investments by Indian chemical firms, underpins this positive trajectory.
Lastly, the ‘China Plus One' strategies employed by major customers fuel this
development.

The Global Chemical Industry is entering 2024 with a positive outlook. Despite the
challenges in the past two years, the chemical industry is set to rebound with
moderate growth in 2024. While challenges remain, the combined effect of rising
demand and industry focus on sustainability, decarbonization, digitalization, and
innovation is creating a strong foundation for growth and success in the years
ahead.

Acquirers that held back in 2023 due to uncertainty may be ready to execute in
2024. The stock market is recovering, driving up public market valuations of selling
companies, and leading to more common ground in deals. With a mix of potential
tailwinds and headwinds, 2024 appears poised for a cautious return to stronger
dealmaking activity and higher valuations again.

While large-scale mergers may remain elusive, increased mid-market transactions,

sector-specific consolidation, and innovative deal structures will most likely define
the year.
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» Ranked 7th in India
terms of number of
deals for 2022 -
Thomson Reuters mid
market League Table

» Ranked 7th in Japan by
a total number of deals
for the past eight years
from 2011 to 2022 in a
Bloomberg’s M&A
financial advisor
ranking.

» Ranked 16th in Europe
terms of number of
deals for 2022 -
Thomson Reuters mid
market League Table
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Global Transactions and Multiples

Basic Chemicals
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The global median EV/EBITDA multiple for transactions in the
Basic Chemicals sector continues to trend negatively from the
all-time high in 2021.

The decrease in multiples and slight decrease in transactions
can be attributed to several factors. Geopolitical tension in
Europe and the Middle East but also regulatory changes
influence both metrics.

Even though deal activity has slightly decreased YoY, it is
expected that it will increase again in 2024. The general
sentiment is that the peak in interest rates has been overcome,

making financing on a larger scale available again.

Chemical companies face notable pressure as customer
preferences increasingly emphasize decarbonization and
sustainability. Simultaneously, these companies must meet the
demand for high performance and cost-effectiveness. Balancing
these priorities requires strategic agility and innovation.

Overall, the M&A environment in the Basic Chemicals sector
has witnessed better times. Similar to H1 2023, the industry is
still facing headwinds but with more hope for 2024.

Specialty Chemicals
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The global Specialty Chemicals’ M&A environment has Overall, financial investors, especially private equity firms, have

witnessed an increase in transactions but a decrease in
multiples for H2 2023. Part of the decrease is attributable to a
statistical effect, as the number is based on a relatively small
sample of transactions with published data.

The Argos Index®, which tracks transactions involving private
equity, confirms the overall negative trend, exhibiting a
continuous decline since 2021, with a slight recovery in 2022
before descending again to 9.0x EBITDA in 2023.
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been and are getting more involved in the Specialty Chemicals
sector. Even though there has been quite a bit of deal flow in
the sector, there still are major opportunities. Private equity
firms are expected to influence the M&A environment
significantly in the coming years.

Similar to Basic Chemicals, the industry continues to encounter
challenges, yet there is increased optimism for 2024.
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Global Trading Multiples
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In 2023, specialty chemicals sector valuations fell, yet
global valuation multiples rose due to a sharper decline
in company profitability relative to market valuations.

The Industrial Gases sector had the most notable
increase in TEV/Revenue multiples, going from 2.0x to
2.4x, whereas Pharmaceuticals and Specialty
Intermediaries & others experienced a decline. Similarly,
TEV/EBITDA multiples also generally increased, with
Petrochemicals more than doubling its multiple from
7.0x to 15.2x, highlighting a significant jump; Cosmetics
Chemicals and Pharmaceuticals bucked this trend with
reduced multiples.

In terms of TEV/Revenue multiple, Industrial Gases have
seen the highest increase within the last year. In 2023,
the sector overcame supply chain obstacles that it had
experienced in 2022. In 2023, it could position itself for
future growth.

Despite high TEV/Revenue valuations in
Pharmaceuticals, the sector experienced a 12.2%
decline, possibly due to high-profile drug failures, and
market access shifts, but still remaining on an above-
average level.

Due to an increase in revenues coupled with a decrease
in profitability, Specialty Intermediates & others saw a
decrease in terms of TEV/Revenue while simultaneously
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experiencing a notable increase in TEV/EBITDA

multiples.

Basic Petrochemicals increased its TEV/EBITDA multiple
more than 108% compared to 2022 Q4. This significant
rise was not due to an increase in enterprise values,
which remained steady, but rather a notable decrease in
EBITDA from its all-time highs in the post-COVID raw
materials price rally. Consequently, Steady enterprise
value with shrinking EBITDA resulted in doubling the
multiple.

Rising demand expectations for electric vehicles and
renewable energy solutions are fueling growth prospects
for the Commodity Chemicals sector well into 2024.
Reflecting this optimism, the TEV/EBITDA multiple for
Commodity Chemicals in 2023 almost doubled.

Cosmetic Chemicals have experienced a moderate
decline in its TEV/EBITDA multiple. This can be
attributed to the sector specific M&A environment in
which strategic buyers are more dominant, looking for
synergies and purely financial investors are more
selective.
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Dealmaking across multiple sectors is being driven by
globalization, the evolution of consumer preferences and
supply chains, and the need to achieve scale or integrate
vertically amid fierce competition.

We hope you find this edition informative, and we would
encourage you to reach out to our sector specialists (Malte
Jantz and Raj Shroff) if you would like to discuss our
perspective on current sector trends and M&A opportunities or
our relevant sector and transaction experience.

Corporate Finance International ('CFI’) is a group of middle-
market investment banks and corporate finance advisory
boutiques with over 200 professionals specializing in cross-
border acquisitions, divestitures, capital raising, and related
services all over the world. Our group focuses exclusively on
middle-market transactions, with deal sizes ranging from EUR
10m to EUR 500m.
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Our Specialty Chemicals team provides best-in-class, cross-
border M&A advisory services to family and entrepreneurially
owned companies, private equity funds, family offices, venture
capitalists, start-ups and publicly traded companies. Our
extensive sector knowledge and transaction experience spans
the Pharmaceutical, Cosmetics, Construction Chemicals, Paints
and Coatings, Sealants and Adhesives as well as Additives and
other fine and specialty chemicals domains.

Our professionals have global relationships with Lleading
chemicals companies and financial investors. Thoughtful
advice, extensive experience in structuring and negotiating
complex transactions, and a sector focus that supports in-depth
understanding of trends and developments impacting our
clients, has resulted in a track record of long-term relationships
with clients seeking extraordinary value.
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Contacts & Disclaimer

Hohlstrasse 614
8048 Zirich
Switzerland

Phone: +41 44 743 84 44

Konigstrasse 27
70173 Stuttgart
Germany
Phone: +49 711 120 468 O

Neuer Zollhof 3
40221 Dusseldorf
Germany
Phone: +49 211 13 707 0

Cama Building, Dalal Street
Mumbai 400 001
India
Phone: + 91 22 4077 0777

Leonrodstrasse 52
80636 Munich
Germany
Phone: +49 89 459 29 400

Disclaimer

This market overview is not an offer to sell or a solicitation of
an offer to buy any security. It is not intended to be directed to
investors as a basis for making an investment decision. This
market overview does not rate or recommend securities of
individual companies, nor does it contain sufficient information
upon which to make an investment decision.

Corporate Finance International (CFl), its affiliates and/or
associated companies will seek to provide investment banking
and/or other services to one or more of the companies
mentioned in this market overview.

CFl, its affiliates and/or associated companies, and/or the
analysts who prepared this market update, may own securities
of one or more of the companies mentioned in this market
overview.

The information provided in this market overview was obtained
from sources believed to be reliable, but its accuracy cannot be
guaranteed. It is not to be construed as legal, accounting,
financial, or investment advice. Information, opinions, and
estimates reflect CFI's, its affiliates’ and/or associated
companies’ judgment as of the date of publication and are
subject to change without notice.
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CFl, its affiliates and/or associated companies undertakes no
obligation to notify any recipient of this market overview of
any such change.

The charts and graphs used in this market overview have been
compiled by CFl, its affiliates and/or associated companies
solely for illustrative purposes. All charts are as of the date of
issuance of this market overview, unless otherwise noted.

Any index included in the document may not be inclusive of all
companies in the relevant industry and is not a composite
index of that relevant industry’s sector returns. Index and
sector returns are past performance which is not an indicator of
future results.

This market overview is not directed to, or intended for
distribution to, any person in any jurisdiction where such
distribution would be contrary to law or regulation, or which
would subject CFl, its affiliates and/or associated companies to
licensing or registration requirements in such jurisdiction.

© 2024 CFlI B.V., Amstelzijde 85, 1184 TZ Amstelveen,
Netherlands.
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