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BASF Conference Call Q2 2026 — Transcript Q&A July 29, 2026

1. BASF Group

1.1 Portfolio

Alejandro Vigil (Santander): About M&A and the comment you made about the
opportunities and to be counter-cyclical. Can you elaborate on which divisions you think it
could be more interesting for BASF to be active in M&A?

Markus Kamieth: | think it's fair to say that the M&A market in the chemical industry is
certainly accelerating, so there’s more activity out there. From our perspective, what we
wanted to guide you on is that we are also looking at opportunities in a market where value
chains, markets in all our verticals, but also regionally, are tending to the long side. Growth
and strengthening our core through organic investments are getting more challenging.

On the other hand, the anticipated restructuring and consolidation of the chemical industry
is ongoing. It's accelerating, as we already anticipated when we discussed the strategy.
So we’re looking at this, and | would say that M&A is becoming more competitive versus
other capital allocation measures like organic investments into large capacity expansions.
We are observing this; we are keeping a close eye on the market. However, we will not shift
our lens away from what we communicated in the strategy: Being extremely focused on
value creation. Strengthening the core is our key mission, and | will leave it there.

So, we are an active observer. We are observing the consolidation of the industry, and we
continue to see this as a potential opportunity for BASF.

Chetan Udeshi (J.P. Morgan): A clarification in terms of the sale of the Coatings business.
Can you please clarify how much of the cash-out on tax was already paid in the second
quarter, or how much is left to be paid in H2?

Dirk Elvermann: The tax payments will predominantly happen next year. We have received
the full purchase price of 5.8 billion euros. The roughly 500 million euros — a little bit less —
in tax payments will largely happen next year.

1.2 Europe and European competitiveness

Alejandro Vigil (Santander): We are seeing in Europe all these problems in terms of the
Rhine River and in general in terms of supply and connectivity. Which are the implications
of this situation for your activity in Europe?

Markus Kamieth: It's in the media a lot. The current weather situation puts a particular
strain on Rhine water levels. As you know, we have quite a history of Rhine water-related
impacts at BASF.

| have to say, even under today’s stress scenario with the Rhine water levels now reaching
again very low levels, the work that the BASF team has done over the last years is really
paying off. We are much better prepared than we were, for example, in 2018, where we had
a big impact of low Rhine water levels over an extended period of time. By deploying
specialized ships that can still carry goods — feedstocks and products — through the Rhine
at very, very low water levels, and also due to various other contingency measures of shifting
the mode of transport, we are in a very, very good shape right now.

However, the Rhine water levels are at a record low level already this week and we expect
this to continue for a few weeks. So there is nothing that makes us concerned overall, but
this will certainly cause the one or the other disruption in value chains in Europe. As | said,
from a potential impact on BASF, our expectation is much lower than it was in the past. | give
a lot of credit to the team here in Ludwigshafen in particular for preparing us so much better.
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Matthew Yates (Bank of America): Around the carbon or ETS reforms, we'd just love to
get your take on what that means for BASF and its competitiveness.

Markus Kamieth: Your question is an interesting one. We have recently seen that the EU
has published its path forward for the European ETS system. | think there’s a lot of good
elements in there that indicate to me that they have heard industry’s concerns: that the
current ETS system, with its very ambitious ramp down of free allocations, is going to lead
to a substantial increase in carbon pricing in Europe and, with this, to higher cost for
European industry, in particular for high-emitting industries like the chemical industry. And
so we've seen a lot of good elements that try to address this, for example, by increasing the
volumes of free allocations, changing the reduction rate for carbon allowances in Europe
and so forth. This should all lead to an easing of the carbon-pricing pressure on European
producers.

However, the one element that | think is critical, and I've also commented on this publicly, is
that the European Union is now moving away from the original idea of having ETS as a
market-based price mechanism to steer carbon emissions and is changing this now towards
an instrument to stimulate and steer investments. This is something that cannot stay like
this. We are at least trying to engage in dialogue with the EU Commission. Because if you
can only avoid increasing CO2 costs by being forced to invest in measures or projects for
which there is no business case, that also is not a way to strengthen the industry.

There are quite some good things in the latest EU ETS revision proposal, but they are
overlaid by this new element of conditionality on investment commitments. That still needs
to be worked out, it's nothing final. So there’s a lengthy process now that has to go on, a
consultation with the Member States and with the Parliament. In this context, we are going
to be an active partner and will advise that some things need to be changed to improve the
competitiveness of European industries.

Jaideep Pandya (On Field Investment Research): My question is mainly around Slide 9,
which | thank you very much for providing. | am curious to know: In this slide, what 10% has
become competitive since the cost-saving action started? And then the follow-up of that is:
The current 12% that you allude to, which is still at a competitive risk, what are those
business lines?

Markus Kamieth: One thing with regard to the competitiveness slide: It's always my
disclaimer that this is a more strategic assessment. Let’s say, it's a fitness check for the
production plants that we have here. The base number here is roughly between 850 and
900 different production lines that we have here in Ludwigshafen. And we do a fitness check
and test them: How competitive are the costs compared with the best possible importer on
a landed-cost-to-Europe basis?

As you have seen, we have increased the share. This has a number of reasons. First of all,
we have taken a lot of very plant-specific measures in the last two years to reduce the risk
of losing competitiveness. That has to do a lot with operational excellence; it has to do with
reducing the costs to serve these plants, for example, with maintenance and technical
support costs. But we have also closed quite a number of production lines. The total number
of production lines here in Ludwigshafen has come down by less than 5%.

So, all of these effects come together. It's a continuous fitness program because we would
like to have the maijority of the plants we operate here in a competitive window. Only then
are we willing to allocate capital to these plants because we know there will be long-term
cost competitiveness on a landed-cost-to-Europe basis.
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However, | also have to say as a disclaimer: That does not mean that 90% of all our plants
are already profitable here in Ludwigshafen, because profitability and competitiveness are
slightly different angles. You're always exposed to price pressure, and in certain times
profitability is not where you want it to be.

But on a cost-for-cost basis, Ludwigshafen is becoming stronger and our measures are
paying off. That's what we wanted to say here, that the core of our Ludwigshafen assets is
really competitive.

Jaideep Pandya (On Field Investment Research): Along your European asset base
upstream, which is Ludwigshafen and Antwerp, how much of exports are you still making
from Europe to Asia or to the US in this regard?

Markus Kamieth: | do not have specific numbers on the share of exports from Ludwigshafen
and Antwerp or from our European sites to the rest of the world.

As a guide, | would say the figure is much less than it was in the past because of our strong
build-up of capacities, in particular in Asia, but also in North America to some extent.
Substantial and structural exports from European sites to the rest of the world are
predominantly in the downstream areas, where you typically then have only one or two
production sites for the world.

In an extreme case, for example, agricultural active ingredients: We don’t have an active
ingredient site in every part of the world. We have them in Ludwigshafen or in Europe and
we supply the world from there. And we have a number of other specialty chemicals where
this is the predominant supply model. But for the large part, in the more commaoditized, price-
sensitive categories, we use Ludwigshafen and Antwerp mostly as sites in Europe for
Europe. So, the export share is lower than it was in the past, but | cannot give you a specific
number.

1.3 Guidance and outlook

Christian Faitz (Kepler Cheuvreux): Thanks for Slide 4, very helpful. Can you elucidate
this a bit in terms of underlying volume trends in your bigger operational pockets, namely in
your traditional chemical activities and also, if possible, adjusted for the successful
Zhanjiang ramp? In this context: Again, I'm fully aware we are at seasonal lows at present,
yet would you see any signs of demand destruction as consumers are facing more and more
inflationary trends going into H2?

Markus Kamieth: Europe has been certainly a strong volume driver. Overall, | think,
European volume growth across the portfolio has been very strong, almost 6% in Q2. We
see very strong volume development or stronger than expected volume development in
Europe across all our core businesses.

You should bear in mind that we also had some significant turnaround activities in Europe
in the second quarter, especially in our Petrochemicals division. So, as you can see, given
that performance in Europe, the markets have been quite solid.

As | also mentioned in my speech, we saw some pre-buying or safety buying activities earlier
in the quarter when the volatility and the perceived insecurity was still very high due to the
Middle East conflict. That has phased a little bit. | cannot rule out that this had some impact
and has certainly also been a positive influence due to some anxiety around supply from
Asian suppliers.
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So, overall, strong volume growth across the board, maybe apart from the automotive-
related businesses that seem to be a little bit weaker. That is no surprise when you look at
the automobile production numbers in Europe. Apart from this, we see volume strength
across the board.

The latter point that you mentioned is a concern. We see in general inflationary trends and
also consumer confidence not picking up and rather being quite shaky across major
markets. We have not seen any demand destruction, | have to say. And also the momentum
going into the third quarter is not surprising to us. We don’t see anything dropping off the
table. As far as | can see, July numbers come in as expected; trends that we saw in Q2 are
holding up. But, of course, there is a risk that inflation, further disruptions that undermine the
confidence of consumers, etc. are going to have a negative drag on industrial growth,
economic growth and consumer spending in the second half. Hence, we are also a bit
cautious on narrowing our confidence level on the outlook, because | think all these things
are still out there as potential downside risks, but nothing observed so far.

Laurent Favre (BNP Paribas): Going back to the full-year EBITDA guidance upgrade, |
was wondering if you could give us a little bit of granularity around the divisions, some
comments around the original divisional guidance. | am wondering if it's only really in
Materials that we are seeing an uplift.

Dirk Elvermann: You saw the guidance uplift, which, | would say, means that we are
confident and cautious at the same time. So, what makes us confident for the second half
of the year? Certainly the business momentum that we still see when we talk to our
businesses. But you’ve also heard us talking about the macro backdrop, which is still mixed.
Therefore, we think that we are in a good place with the current guidance update.

Surface Technologies will also be challenged in the second half of the year. You remember,
in the second half of last year we had a tailwind from 45X credits in the catalyst business,
which will not recur to anything like the same extent this year. So there is some headwind.
You also heard us talking about a preponement in the Agricultural Solutions business in
June. So there are a couple of elements that make us cautious. On the other hand, as we
said, the underlying business and the feedback that we are getting from our business heads
are confidence-building. This is the basis for our guidance. We are not currently updating
the outlooks at the segment level, but are rather taking the Group perspective, as |
described.

Chetan Udeshi (J.P. Morgan): It seems, going into the third quarter, there are a number of
moving parts. It's not unusual in this industry, but it seems you’ve got some pre-buying in
Ag, we had a one-off in the battery business last year from subsidies. You’re talking about
some margin normalization, but also a good underlying momentum. Do you have a sense
of how we should think about or how we should model third quarter earnings for BASF? The
consensus is: just over 1.5 billion. How do you think about that? Any comment on third
quarter earnings to the extent you can would be helpful.

Dirk Elvermann: | think we made already some comments. In the third quarter, compared
to last year, | think we will, from everything that we hear, at least meet the third quarter of
2025. There is potential for more. It depends all on the macro development that we will see
for the next couple of weeks.
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James Hooper (Bernstein): You've taken the EBITDA guide, but not the FCF guide. | was
wondering if you could just take us through a little bit more of the moving parts around that.
I’'m reading the release this morning. It says there’s a 300 million euro cash impact from
hedging. | wonder whether there was an inventory build related to the Ludwigshafen
turnaround that might correct later in the year.

Dirk Elvermann: This was tying cash. It was important for us also to mention it because
alongside the more cash tied in accounts receivable and inventory, this was one of the bigger
items. And we wanted you to understand that. It is very technical. It is a cash-tying position.
What we don’t have here is an offset against the secured inventories. Inventories are
measured at cost, and the derivatives are taken alone.

Markus Kamieth: Just one additional comment on inventories. | think, James, you asked
specifically on inventory build-ups for turnarounds and so on. If at all, these are transitionary
effects within, let's say, a couple of months or so. But | don’t think they play a big role
because the inventory reach, in other words the inventory levels overall for BASF, are rather
lower than what we have seen in the past.

So, there’s no volume effect on inventories going into the cash flow. It's entirely value and
pricing effects, both on the feedstock side, of course, on inventories, but as well, as Dirk
said, also on the accounts receivable side. This is kind of a natural element of our operating
model in chemicals: If feedstock prices increase and you are successful in increasing prices
as we have been in the second quarter to a very great extent, then you are absorbing a lot
of cash into your current assets.

That’'s why | was a little bit surprised that there were some comments along the line of: If
EBITDA increases in such an inflationary environment, why is free cash flow not rising as
well? | can tell you: It's a pretty uphill battle to maintain free cash flow at a high level in times
when inflation is so high. This is just due to the fact that we have a current-asset-intensive
business model in the chemical industry.

Dirk Elvermann: Maybe, James, just to add: The second half of the year is certainly cash
collection time for us. So, the opportunity to collect more cash than in the prior year is
obviously higher, and we will grasp this opportunity.

1.4 Market environment

Katie Richards (Barclays):On the Middle East: Have you seen any sort of structural
changes in the last quarter? | guess some companies were hoping they’d win European
contracts longer term.

Markus Kamieth: | think we are seeing some — | would not consider them structural, but |
would say — more long-lasting changes, because we know that certain capacities in the
Middle East will be out of the market for a longer period of time. And so | would say that
supply chains are still in the course of readjusting to the situation. But with the normalization
of some markets — at least until the recent re-escalation of the conflict — it’s clear that global
supply chains and chemical markets have largely adapted to the “new normal” resulting from
the Middle East disruption, which will likely persist for some time.

Overall, | would say that the underlying currents in most chemical and feedstocks markets
have not changed significantly, which is why | would also question which of the very positive
aspects that we have seen in the second quarter in the entire chemical industry will actually
stick in the longer term.
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That's why | mentioned that, for us at least, we feel that some of the things we benefited
from in the second quarter are more structural for BASF because of our local-for-local setup
in the regions, our capability to adjust to various different raw material scenarios and also
raw material slates. This is something that we feel was a pressure test that BASF passed
with flying colors. And that’s why it is a positive for us. We are confident in our outlook, also
in a more volatile scenario.

| would not consider the situation in the Middle East to have caused any significant or
structural changes. Maybe this helps. And we have seen that markets, especially in Asia,
have normalized rather quickly.

Katie Richards (Barclays): I'd be quite interested in the current pricing dynamics we’re
seeing in the petrochemicals given the re-escalation in the Middle East. It seems to be that
oil prices have risen following the tensions. But the pet-chem prices like ethylene haven’t
reacted as quickly versus the spike we saw in March. So what’s explaining the weaker pass-
through this time, if it is applicable? And if you could guide us for the developments in the
Chemicals and Materials divisions for Q3, that would be useful.

Markus Kamieth: We will not now go through a single-line commentary for the third quarter
on the segments. This would be a bit premature, but the question of pricing dynamics is an
interesting one because in March, the situation in the Middle East was very difficult to gauge
for everybody. There was a huge amount of insecurity. Today, | think that the markets have
more or less accepted the level of underlying volatility and insecurity around the Middle East
crisis. So that’'s why | would say there’s a certain lower nervousness overall. And we have
also seen that demand has not fundamentally changed, especially from the global
perspective.

So, overall, the appetite to take risks to secure future supplies, for example, is lower than it
was in March. For that reason, with the recent escalation of oil prices, | do not expect
commodities across the board will react as quickly unless there are real physical constraints.
Such constraints are currently not so prevalent because, as | said, supply chains have more
or less adjusted to the new normal.

Sebastian Bray (Berenberg): | think it was mentioned previously that the chemicals prices
went up and then they went back down. And now input cost might be re-inflating, but the
chemicals prices are often a little sluggish. Do you have any idea of what industry inventory
is? There’'s been some market commentators who have suggested that there’s been a
rundown in China that might come to an end in October if the Iran crisis continues. But how
much chemicals inventory on the upstream side do you think is there to absorb price shocks?

Markus Kamieth: It’s very difficult to make statements for the chemical industry in terms of
inventories and what the supply/demand situation looks like because it's often value-chain-
dependent, it’s product-dependent, it's country-dependent and so forth. But I'll give it a shot.

When | said that things have already normalized to some extent when it comes to supply
chain disruptions and maybe also anxiety, | am looking particularly at China, for example. If
you look at margins in China, in the upstream business, they have already normalized to
pre-war levels in most commodity value chains. That is partly due to higher input cost,
because imported feedstocks such as naphtha are certainly still at an inflated level in China.
But it is also because most products in China are well supplied. And this is why | don’t see
a significant change in inventory or supply chain impacts compared to what we saw until
February.
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So, it’s still an inflated world overall because feedstock prices, oil prices are inflated. But in
general the demand picture has not significantly changed. That's why you see this
normalization effect. Also for me, China is a proxy because China is by far the biggest market
for upstream chemicals. So, that of course radiates then to the rest of the world.

| would not anticipate that we have any kind of special inventory situation with particularly
high or particularly low levels, at this point in the more upstream chemical arena. Companies
with a very specific value chain or a very specific product line in mind might give you this
kind of indication, but | would say, across the board, that’'s not my picture. We're sitting at
rather normal inventory levels.

That’s, by the way, also the case for BASF. We have inflated inventory in values, of course,
because of the higher prices. But if you look at our inventory reach, we are at rather normal
levels, maybe slightly below, because our sales growth has been quite good, but nothing
out of the ordinary. So, that would be my attempt to give you a flavor on this topic. But again,
without going into details, it's very hard to make a definitive comment on this.

1.5 Cost reduction programs and CoreShift

Matthew Yates (Bank of America): Slide 13 in your deck about the core business and the
cost base: | was wondering if you could just help me out here: You’re talking about 2.3 billion
euros of cost reduction by the end of 2026. What is the incremental there through 2027
through 2029 associated with that 20% reduction in cash fixed costs? If you could put a
number on that. And what is the associated restructuring cost that we should be thinking
about over the next couple of years?

Dirk Elvermann: This is the run rate savings of our ongoing restructuring efforts. As you
know, we will complete the program by the end of the year. Will we achieve the 2.3 billion
euros? For sure. Can this even be a little bit higher? Yes, it can be. This is then a sustainable
run rate.

With that, we are addressing, by and large, | would say, 10% of our fixed cost of the BASF
Group. When we now talk about 20% of the core cost, then you can put the numbers into
perspective. It is not a doubling, but the second step that we are taking is even bigger than
the first.

Markus Kamieth: Let me add one thing: Matthew, | know this announcement of 20% lower
cash fixed costs is still difficult to put into a financial model. But let me point out one
difference how we communicate and how we are steering the new CoreShift ambition or
program versus the classical restructuring programs. In the past, we've looked at the savings
in a gross way. So these were pre-inflation savings. As you know and as we'’ve discussed
many times, a lot of these savings that are real and as real as they can be, are eaten up by
inflation. And at the end of the day the question is always: What ends up in the P&L? This
is always difficult to predict and, in hindsight, it's difficult to post-mortem this.

But going forward, we are really focusing on net cash fixed cost savings. That means we
are really looking at the endpoint where we want to be, and we are agnostic about
inflationary effects because these inflationary effects will have to be absorbed along the way.
So it's really a change of mindset in terms of how we steer cost management in the
company. And we are now looking at the endpoint where we want to sit and not so much
focusing on the gross savings.
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2. Segments

2.1 Chemicals
— No specific questions —

2.2 Materials
— No specific questions —

2.3 Industrial Solutions
— No specific questions —

2.4 Nutrition & Care
— No specific questions —

2.5 Surface Technologies
— No specific questions —

2.6 Agricultural Solutions

Christian Faitz (Kepler Cheuvreux): You already alluded to weather-related volume
declines in Europe for Q2 in your Ag business, i.e. crop protection. With the continued severe
drought situation in Europe, what does this mean for Q3? I'm fully aware that Q3 is a low-
season quarter, but the question is really how low “low” can be in such an environment? Or
can you so far tackle the higher channel inventories with buying back volumes?

Dirk Elvermann: | think you spotted rightly, Q3 is the low quarter for Ag. And to say it
upfront: This is assuming that our earnings in Q3 will meet or exceed what we saw last year
in Q3. You correctly identified the headwinds that we currently have. This is weather across
our regions. It is also farmer income, and it is also the commodity prices, which remain at a
relatively low level despite the recent increases that we saw here and there. So, a
challenging market environment, but the team is confident and is doing a good job also to
deliver on Q3.

One thing | would like to mention: In Q2, we had a certain preponement of sales in South
America. Why did we do that? We had the big wave in the Agricultural Solutions business
for the transformation of the ERP system. So this has been successfully implemented right
now, but it meant that we needed to take some sales in South America upfront. And these
sales are now missing in the third quarter, so please keep this in mind. Apart from that, we
stay on track in Q3.

Laurent Favre (BNP Paribas): My question is on Ag Solutions’ IPO readiness and the build-
up of cost in terms of ERP, Investor Relations, fees, essentially building a Corporate Center.
Is this all booked as exceptional items for Ag? Is it booked as exceptional items for the
Corporate Center? Is it only in the BASF Group Corporate Center, or is it all staying in the
Ag divisional EBITDA?
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Dirk Elvermann: The question, if | understood it correctly, was on the transformation costs
and how we are handling them. Yes, indeed, they are special items in the earnings. The
transformation cost we are talking about is on the one hand the ERP transition,
is restructuring, predominantly due to severance payments etc., but also cost related to plant
restructuring, etc. On the earnings side, there are certainly special items. On the cash side,
there is nothing like a special item.

As we are also getting questions about cash flow performance, we thought that it is now the
right time to make clear that we have transformation costs because we are rebuilding the
core of our company, and for that, there is a certain amount of cash that needs to be
invested. | would call it good cost, but they are certainly a cash-out and this is why we
highlighted them as transformation cost also in our press release and in our explanations.

Laurent Favre (BNP Paribas): Sorry, my question was more specifically on the Ag
Solutions IPO or the counterbalance in an IPO. The cost related to the carve-out, the ERP,
building the Corporate Center for the Ag Solutions IPO, is that part of the segment EBITDA?
Are you separating that within the special items for Ag or is it in the BASF Group Corporate
Center?

Markus Kamieth: Laurent, we follow clear accounting rules for this carve-out exercise. We
cannot do whatever we want. There are elements that are booked as special items in Ag
Solutions, for example all transformation costs. This is similar to what we do in other
segments. For example, the ERP costs are booked as special items in Ag. There are costs
of building up structures in Agricultural Solutions to become a standalone company. You
mentioned Investor Relations, for example. In the future, our Ag Solutions business will have
an Investor Relations group, so they are building up a team. This is, of course, ongoing cost
in the normal cost.

We are trying to seek a way to set up a standalone Agricultural Solutions company that is
IPO-ready in the least cost-increasing way and are using smart approaches to do this. But
this is fully on the bill of Ag Solutions.

| would say that there are only very few things that we would really handle outside of the Ag
Solutions business, if at all. That would then move to Other. So, we keep it in the Ag
Solutions segment, and we separate between transformational cost, restructuring that can
be booked as special items and everything else is handled as a normal P&L EBITDA before
special items relevant for Ag Solutions.

Dirk Elvermann: | can confirm that.

James Hooper (Bernstein): Regarding pricing in Agricultural Solutions: | was interested to
see that it was down. Is this to do with farmer economics, generic competition? And then,
alongside that: With crop futures up for 2027, do you see that pricing development changing
later in the year or early next?

Dirk Elvermann: You saw volumes for Ag going up. You saw the prices for Ag going in the
other direction. | think | mentioned earlier that prices remain under pressure, and this will
also be the case for the remainder of the year.
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2.7 Other

Sebastian Bray (Berenberg): | have a question on the Other segment. It's quite rare to see
a reference to big hedging effects. | think the press release makes reference to commodity
hedging effects having a positive impact on the Other segment. Could you elucidate what
has gone on there that has driven the result into positive territory for Q27

Dirk Elvermann: You can imagine that our hedging teams have been very active, more
than usual, during the exciting second quarter, and we hedge inventories in transit,
predominantly against dropping prices. In the course of the second quarter, prices indeed
were dropping. So hedging results came in. Positive hedging results have also been locked
in and realized. This is one part of the strong result in Other. The other is obviously the
trading result, which was also elevated compared with “normal” quarters.

Markus Kamieth: | tried to mention this in the beginning, and | want to make a plug because
these capabilities that we have in our teams that deal in these upstream markets every day
is a bit of an unsung hero story. With the trading skill set that we have and the trading desk
we have on feedstocks, they are playing out their strengths in volatile times.

This is why | think, on this leg, we have had a very successful quarter and we benefit from
volatility. That’s not normal for a chemical company, but BASF has this capability. So a bit
of an unsung hero story. We’re very proud of the team. They have not only kept our P&L
stable because we certainly locked in some pricing, but they also gained on some very smart
business decisions. So a pretty good story for us.
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