IQCD Alert — QP Buys Yara’s 25% Stake in QAFCO for $1bn; Initial Take — No Financial Impact on IQCD

« Qatar Petroleum announced an agreement to purchase Yara’s 25% stake in QAFCO for $1bn. In a press release,
QP announced it has entered into a binding agreement to acquire Yara’s 25% stake in Qatar Fertilizer Co. or
QAFCO for $1bn. Established as a JV in 1969, QAFCO has become the world’s largest single-site urea producer,
representing a significant share of the world’s traded urea volume. Prior to this transaction, QAFCO was owned
by Industries Qatar with a 75% share and Yara of Norway with a 25% share. This deal remains conditional upon
customary regulatory and closing conditions.

 Impact on IQCD - no financial impact. Our preliminary take, per our discussions with IQCD, is that this is a
shareholder to shareholder transaction (i.e. QP buying the remaining 25% not owned by QAFCO from Yara).
Thus, there is no immediate impact as IQCD’s 75% stake in QAFCO will remain unchanged.

« This transaction is further testament to QP’s deal making prowess. Given $3.6bn in overall QAFCO net assets in
2019, this deal values QAFCO at 1.1x book value. Based on EBITDA, the deal is priced at 6.6x and 5.1x 2019 and
2018 EBITDA, respectively.

» Fertilizers stood out as the only outperformer in IQCD’s 4Q2019 results. 4Q2019 revenue and net income
exceeded our forecasts by 16.5% and 97.9%. We are positively surprised by the increase in fertilizer profitability
with the entire incremental QoQ growth in fertilizer revenue (and some more) flowing down to the bottom-line.
For 2019, segment earnings fell 37% from 2018 due to an overall decline in realized prices of 9% given supply-
demand imbalances. Revenue also fell 9% implying flattish YoY sales volumes. Production volumes rose 2% YoY
and the company achieved a new production record for ammonia and near-record levels of production for urea.

* We remain Market Perform on IQCD.
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Recommendations Risk Ratings

Based on the range for the upside / downside offered by the 12- Reflecting historic and expected price volatility versus the local
month target price of a stock versus the current market price market average and qualitative risk analysis of fundamentals
OUTPERFORM Greater than +20% R-1 Significantly lower than average
ACCUMULATE Between +10% to +20% R-2 Lower than average
MARKET PERFORM Between -10% to +10% R-3 Medium / In-line with the average
REDUCE Between -10% to -20% R-4 Above average
UNDERPERFORM Lower than -20% R-5 Significantly above average
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