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Christian Faitz (Kepler Cheuvreux): How certain can you be of the expected still
overproportional growth of the Chinese market into 2030, as you elucidate on slide 5
of your presentation? For one, China is already more than 40% of global chemical
markets and according to your data you just cited, apparently even more than 50%.
Some geopolitical factors have massively changed over the past 18 months or so:
Liberation Day, Iran conflict, etc., just to name the most important ones. Could this
mean a shift away from China, at least in terms of growth? Or what is your perspective
there?

Markus Kamieth: Of course, these are projections. But please also look at the
timeframe that we have taken here. We are not speculating for the next 15 or 20 years.
This is an outlook for 2025 until 2030. So, it’s fairly certain. And | would say also, it is
very much in line with what we are observing already in 2026. As you know, chemical
market growth in China has been significantly above 5% last year, in 2025. It also
continues this year with very strong demand.

In the short term, this is certainly driven by disproportionately strong export growth in
customer industries. But we still believe that there is also robust domestic demand
developing in China. From our perspective, this is underlined by solid fundamental
policy directions in China.

So, short term, until 2030, we're fairly certain that this picture is valid. It is, of course,
also particularly impressive in comparison to the rest of the world where we do not see
any chemical demand growth. This is particularly true due to the weakness that we are
seeing in customer industries in Europe and in North America.

So, yes, China looks a little bit better, relative to other regions. In general, the short-
term outlook from our perspective is at least fairly robust, plus/minus the usual ups and
downs. But China has again in the Iran conflict, from my perspective at least, proven
its resiliency when it comes to industrial value chains. China has been affected much
less than people predicted in early March.

Christian Faitz (Kepler Cheuvreux): As we have the opportunity to talk to you in the
last month of Q2, would you mind providing us with a trading update on the key trends
you have observed so far in Q2?7 Are chemical customers, for example, still panic
buying as they are afraid that logistics globally might be more challenging going
forward? And how do you assess underlying demand in your key customer industries?

Markus Kamieth: On Q2 current trading, | have not seen the May results, | have to
say, but based on what I've seen in terms of volume development, | can say that the
short-term spike that we saw in volumes, especially in March then slightly lower in April,
is somewhat normalizing. So, May looks more like April than March. What you call
panic buying, | would say, was a certain insecurity in value chains, in particular in
Europe, that is somewhat tailing off. But what we continue to see is a rather robust
price development. When you compare April/May, we still see some areas where
pricing has even strengthened.
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Overall, | would say: May looks like a continuation of a fairly strong April. So, we expect
that in Q2 we should be able to come in around analysts’ expectations, given the
current dynamics. But of course we have to wait until June is in. We see some
normalization overall, so no major disruptions. But inflation is not going away with the
insecurity in Iran not tailing off.

Chetan Udeshi (J.P. Morgan): Looking at that slide where you're talking about the
growth in your business in China from 2015 to 2025 with 11% EBITDA growth. | was
just wondering if you had any figures for how your returns in China compare to BASF
Group returns. Is China already, would you say, accretive to your Group returns at this
point? Of course, the new Verbund is still ramping up, so it’'s probably dilutive. But I'm
just curious: If we were to strip that out, would you say your remainder of Chinese
businesses are at this current point in time accretive to your Group returns? That would
be the first question.

Markus Kamieth: If you look back over the last 15, 20 years — you can imagine that
we’ve done this extensively — you can say that our China business has been accretive
to BASF Group’s profitability almost every year. Even when you look at very holistic
numbers like return on capital employed, it has always been higher in China than at
some of the other reference sites that we would consider very good Verbund sites in
our global network.

So overall, the China business in general and even our Verbund site in Nanjing have
been disproportionately profitable. That is also our expectation, of course, now going
forward, that the China business is accretive to BASF Group results.

You're right: The market has changed. China is much more competitive in the 2020s
than it was in the 2010s and will likely be more competitive in the 2030s because it is
now a really mature and very competitive chemicals market. That's why we brought
our best stuff there, and that's why we bring our best technologies there.

Chetan Udeshi (J.P. Morgan): You talked about all of the new technologies that you
adopted in your new Verbund site in China. Can you give us any sense of how for the
same product — you can take ethylene, ethylene oxide, vitamins, probably you don’t
produce vitamins there — but for the same set of products, how does the cost of this
site compare on a like-for-like basis to what you would have in terms of cost in Europe
or the U.S. for those products?

Stephan Kothrade: We have always brought the latest technology to China. We did
this at the Nanjing Verbund site. We did it at our sites in the Greater Shanghai area,
with the MDI asset we built in Chongqing, and this is paying off. It's a combination of
the technologies we bring, but it's also the way how we operate the sites. Here you can
always make a difference.

This now brings me to this aspect of your question where you are asking: How do all
the data and the digitalization and Al tools really help you in terms of achieving a cost
advantage?
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The point is: At the end of the day, when you invest, it's important that your plants run
24/7 365 days a year. You don’t want to have any hiccups, any unplanned shutdowns.
You always want to be back on track as soon as possible. And here we can see when
we compare to peers, but also when we compare BASF internally, that our asset park
in China shows the best performance globally.

I’'m pretty sure that now, with the newest technologies and what we built in Zhanjiang,
this will even set new benchmarks over time when we advance on the learning curve.

Comparing this between different regions is difficult because you have a different raw
material base, you have different partners across the fence. But what | can say is: If
you look at the cost position of some of our key products like acrylic acid or butyl
acrylate that | mentioned or NPG, products where already today we are extremely cost-
competitive in China, if we compare the new plants in Zhanjiang with the assets in
Nanjing, | can say: This is again a further reduction in the cash cost position. So we
are very much to the left side and, in the examples | just mentioned, the cost leader in
the Chinese producer landscape. This will pay off over time and really improves our
cost position in key value chains of BASF.

Markus Kamieth: A last point maybe. Chetan, what's always important for us is the
cost position in the region that our assets are in. So comparing now the absolute cost
of goods sold of Zhanjiang to Ludwigshafen or Geismar is not so relevant because
most of our products actually do not travel so much. We're not a polyethylene producer
where you are moving your assets to the lowest feedstock region and then distributing
from there to the world. Our products that you saw in Stephan’s presentation are
typically in the region for the region, and this is why you have to be competitive where
you are.

So for us, for example, despite the fact that we might have lower costs because we
have newer assets in Zhanjiang for certain of our products, it would not make sense to
ship them from Zhanjiang to Europe because we have also very competitive assets
here in Ludwigshafen, even if they are older. For us, the competitiveness in the
respective markets is much more relevant. That's why you heard us often talk so much
about the relative cash cost position in China.

Matthew Yates (Bank of America): You haven’t updated the guidance for 2026 about
a slight loss on the plant versus what you gave in Antwerp late last year. | would have
imagined, given the comments Markus was making about the volume development,
the feedstock flexibility that you’ve highlighted this site has, that you haven’t been able
to more capitalize on the current situation with the feedstock constraints that others
have. Is that to say you haven’t benefited or simply today wasn’t the right time and
format to review that guidance?

Markus Kamieth: | would agree that today is not the right format and the right time to
update the guidance, but let me give you some color. Of course, the last months have
been extremely dynamic, also in China. We started the year — January/February — as
expected. As you know, the startup phase of such a big complex comes, of course,
with significant additional costs. But we were super happy with the ramp-up that the
team was able to do.
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We went, as we also predicted in some of these calls with investors and analysts, into
high utilization rates amazingly quickly. So that helped. And then, of course, March
was a positive surprise. | think we even mentioned in the last quarterly update that in
March, the Zhanjiang site was EBITDA-positive because of special effects, a lot of
shortages in China. So there were strong price hikes that we’ve seen for some of our
products in China. April was almost positive.

But now we also have to see what | said earlier, that China is this big market with a lot
of abilities to recalibrate. And we're already seeing things in China normalizing
somewhat. So, yes, we had some special effects, but it’s too early to call it a day. And
so we stay cautious for the second half because we are now seeing feedstock volatility.
As you can imagine, if you have one naphtha cargo coming in and you bought at the
wrong time, that puts pressure on the margins also going forward. So, this extreme
volatility makes us a little bit cautious. But | would say that the year to date is better
than we thought. Whether that leads to a better outlook for 2026 on Zhanjiang is still to
be seen.

Anyway, | think — as you heard, maybe Dirk also said this — we’re staying somewhat
cautious for the second half of the year because of the situation in the Middle East.

Matthew Yates (Bank of America): A longer, mid-term question, coming back to what
you were saying about Chinese demand growing ca. 4% over the coming years.
| guess what we’ve seen is that supply has probably been growing at twice that rate.
So in light of recent developments, have you seen or heard anything on the supply side
of this industry that may mean some of the planned capacity additions from other
companies are maybe deferred or cancelled?

Stephan Kothrade: How do demand and supply develop over time in China? When it
comes to demand, as Markus said already, we are quite confident. Just to give you a
number: Every year, 15 million people are still moving from the countryside to cities in
China. This is not to Beijing or Shanghai or Wuhan; it is to tier-3 or tier-4 cities. But
nevertheless, they get better-paid jobs. They develop a more sophisticated lifestyle.
This all translates into demand that we see ultimately in our customer industries.

Also the real income of households continues to increase. If you take the households
with an income of more than 170,000 RMB in 2020 real terms, this share is currently
increasing from 45% back in 2023 to 62% by 2030. This purchasing power is one of
the underlying reasons why we see still strong demand growth in China.

But you are absolutely right: At the same time, we see a lot of investment in the
chemical industry. There was a backlog due to the Covid pandemic. And there are still
capacities coming on stream.

But what we see at the same time is that, for the first time since | have been following
this, the Chinese government is also paying a lot of attention to the supply side. Very
recently you may have seen that the Ministry of Industry and Information Technology
has issued a document — Document No. 72 — where they announced a rolling plan
starting next year to screen all assets in the oil and chemical industry that are older
than 20 years and to apply a risk-based approach to decide whether they have to be
phased out, upgraded or reconstructed.
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This is a very tangible document that shows the plan they have to really make it
happen; that they take out plants that are not only unsafe but are also not up-to-date
when it comes to emission control and energy efficiency.

So I’'m convinced this will become visible in the medium term. You won'’t see it in the
next quarter or at the beginning of next year, but over the next three, four, five years,
and this will help to bring demand and supply into balance again in China.

Markus Kamieth: One additional point that from my perspective still gets too little
attention is the sustainability direction that the Chinese government is now taking under
the 15" five-year plan and which makes decarbonization targets now politically
enforceable in China.

You have all heard that in the past provinces in China competed with each other on
GDP growth, and that certainly spurred a lot of investments because investment counts
toward GDP and so forth. So there was this competition on GDP numbers.

In the new framework, there’s the so-called 5+9 framework. This includes five binding
indicators — total emissions, carbon intensity, coal and oil consumption, non-fossil
energy share — and nine supporting indicators that are binding targets for the provincial
governments. This will also lead to a curtailing of capacities that do not contribute to
these factors.

This, again, as Stephan said, is nothing for the next six months, but it sets in motion a
direction that will lead to a higher quality growth and less involution growth in China.
That's why we believe also that we are in the right place at the right time with the
leading carbon footprint of our new site in China.

Sebastian Bray (Berenberg Bank): What type of run rate is this facility going to hit in
volume terms at the end of 20267 Is it just maxed out? Is it running as hard as possible?

Haryono Lim: | think the first good news is that all our assets are healthy. So not only
have we started them successfully at the beginning of this year, from the cracker to the
downstream plants, but they have been commissioned and are running fine today.

There’s a little bit of a mixed bag in terms of the run rate, because products that we
consider downstream typically require a ramp-up time due to the qualification of the
customers and the acceptance of the customers. That differs from product to product.

For upstream operations today, assuming no raw material constraints and that
production is economically justified, we aim to run the site at the maximum possible
rate.

On average, for the months of January to May, our run rate for the entire site is probably
close to around 80%. So definitely this is also in line with our statement that this year
is still the year of optimization.

Since the Verbund site is brand new it requires a lot of optimization, and downstream
products need to be qualified by customers. Our goal is to ramp this up as soon as
possible.
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Sebastian Bray (Berenberg Bank): My second question is on the definition of mid to
up-cycle. If I look at the Chemicals segment of BASF more broadly or even Materials,
the peak and trough EBITDA are multiples away from each other. And yet the mid to
up-cycle guidance for this plant is 1.0 to 1.2. If you were to broaden this to, let’s say,
all plausible outcomes, with zero being the lowest, it probably will be close to this year.
What would you say is a potential high point?

Markus Kamieth: It's very difficult. Also I'm struggling with myself to whether | want to
give you a number because I'm also struggling with where | put myself on the 0 to 10
scale, because it’s of course also product-dependent.

Let’'s take MEG as an example, which is certainly a product that in the past has been
a significant import product in China. China has become much more resilient and is
now producing far more products like MEG locally and has also different raw materials.
MEG is made in China from coal, it's made from naphtha as a product from steam
cracking. And it’s also made in other ways. This means that it's very difficult to predict
for each and every product where we will be in a few years.

In general, even with the recent increase in commodity margins over the last two to
three months, we are not yet, on a global basis, at what we would call mid-cycle
conditions, and we are still far away from what we have seen as up-cycle margins. So
there’s still a way to go.

Since China is becoming more and more a price setter for products in the rest of the
world, especially in markets like Southeast Asia, India and Latin America, and
increasingly also in Europe, | would say that the supply/demand rebalancing in China
will ultimately determine when we will reach mid to up-cycle conditions. This is what
we also anticipated in our strategy. It will certainly be towards the end of the decade
and not in 2026 or 2027.

So, no number, but | would say that we are at least preparing for a slow but steady
recovery on top of the volatility that we are currently seeing and that is not set to go
away.

Sebastian Bray (Berenberg Bank): | remember BASF was toying with the idea of
building a 2-billion-euro acrylics-focused facility in India a few years ago. Is this going
to be an export facility for India? Are there any plans, even in the early 2030s, to have
capacity there?

Stephan Kothrade: India is definitely an interesting market. We have defined India as
one of the seven Advance countries in our Winning Ways strategy, because we see
that there’s now more and more investment into industrial production, into
manufacturing, which translates into demand in our customer industries. So, the size
of the Indian chemical market is becoming more relevant.

But you also have to take into account that if you compare the Indian chemical market
to the Chinese chemical market, there is a difference of a factor of 15. So you could
also say the Indian chemical market fits into one larger Chinese province.
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Nevertheless, it's fast-growing. It's interesting. But, coming to one aspect of your
question, India is definitely not a platform to produce chemicals or plastics for export.
So, if we look into opportunities in India, it's for the domestic market. We would need
a very competitive setup in one of our key value chains. It's something we are
considering, but we are not in a rush. We don’t need to do anything. And you also know
our guidance when it comes to capex: We want to stay below depreciation.

So, yes, there are opportunities. We will always look into opportunities in India. But it's
too early now to come to a decision or to make any announcements at this stage.

Markus Kamieth: | think your question was also whether we are maybe supplying
India from Zhanjiang. That is certainly not the intent. But, as Stephan said, we believe
in India. We believe India is a very promising market for chemicals in the next decade.
So we are also thinking about investment opportunities in India, because | don’t believe
that you can be successful in the long term by importing products into India.

But we are successfully doing this, right now, for example, from our Southeast Asian
Verbund site in Kuantan. And we are now also importing from Europe into India with
the new free trade agreement with India; that even is more competitive.

Overall, we are preparing in India for the next growth phase. We have nothing imminent
yet, but we believe in strong local chemical production in India for the next decade.

Laurent Favre (BNP Paribas): Going back to supply and supply rationalization, | think
that, including your projects, from 2026 to 2030, we're meant to see 25+ million tons
of new capacity in China. I’'m wondering, in your thoughts on the recovery to mid-cycle
on the other side, how much rationalization do we actually get? Maybe you have a view
on how many of those facilities don’t make the 5+9 cut. To what extent do you think
that those facilities would not upgrade, modernize and decarbonize?

Markus Kamieth: Of course, it is difficult now to go product by product, but | would
always be cautious when looking at these big numbers: 25 million tons of additional
capacity. If you deduct what | would consider products that are outside of our scope —
polyolefins, PVC, those types of large-scale commodities — you already arrive at a
much smaller number. Most of the announcements, especially the large joint venture
announcements that are now made by Middle Eastern players with some of the state-
owned companies and also private companies in China, are geared towards creating
autonomy in China with regards to ethylene and ethylene-plus-one products. And that’s
not our playing field. Yes, we also have a polyethylene plant. But, as Stephan said, it
is more about scaling. This is not a strategic business for us. So, from our perspective
at least, these big headline numbers for capacities tend to be overestimated.

However, we also have overcapacities in our value chains in China. But if you break it
down to individual opportunities, value chains and locations, China is not one market.
That's why Stephan gave those customer examples. You have to look at what is
happening in the province, in Guangdong: Do you have customers that can provide a
base load for your plants?
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You saw the example of the long-term BASF customer Youyi. If you have a partnership
with them, they can take the output of an entire BA plant at once, so to say. That’s their
annual demand. There is no other customer like this in the rest of the world. It just
doesn’t exist outside of China.

So, you have to break it down to a very individual level. And yes, we are fighting with
overcapacity. We are fighting with long markets in China. And we’re fighting with
historically low margins at this point in time. But I'm sure that there are plenty of
opportunities to successfully position ourselves with these product lines in the Chinese
market.

What we are seeing, however, also when we talk to some of our partners: It's much
more difficult to get permits for new capacities in China. And often, when a
modernization or a new capacity is planned, the Chinese government also asks for
rationalization of old, high-energy-consuming, high-emission plants. We are also
seeing this in the Nanjing cluster, for example, where we operate. The restructuring of
the ethylene landscape or cracker landscape in Nanjing will not lead to an overall
expansion anymore. It will probably lead to a modernization in line with the 5+9 targets.
But the times when the Chinese government and local governments incentivized or
endorsed significant capacity expansions seem to be over.

The pipeline of announcements of new investments by Chinese competitors also
appears to be slowing down. However, the coming years will show whether or not this
becomes reality. From our perspective, the trend is clear, but we should expect a slow-
turning tanker rather than a fast-turning ship.

Stephan Kothrade: Let me give an example that shows how determined the Chinese
government is to stop the agglomeration of new overcapacities: Until very recently,
new cracker projects in China could be approved by the NDRC, the National
Development and Reform Commission. This is no longer the case. From now on, the
State Council has to grant the formal approval. So it shows how serious the situation
now is, and that avoiding long-term overcapacities is now on the radar even at the
higher levels of government.



