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The Business Year 2019 at a Glance
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https://www.youtube.com/watch?v=G_eWUHvuz4k&feature=youtu.be

The BASF Group

BASF has companies in more than 90 countries. We operate six
Verbund sites and 361 additional production sites worldwide. Our
Verbund site in Ludwigshafen, Germany, is the world’s largest
chemical complex owned by a single company that was developed
as an integrated network.

The Verbund system is one of BASF’s great strengths. We add value
by using our resources efficiently. The Production Verbund intelli-
gently links production units and their energy supply so that, for
example, the waste heat of one plant provides energy to others.
Furthermore, one facility’s by-products can serve as feedstock
elsewhere. This not only saves us raw materials and energy, it also
avoids emissions, lowers logistics costs and leverages synergies.

We also make use of the intelligent Verbund principle for more than
production, applying it for technologies, the market and digitalization
as well. Expert knowledge is pooled in our global research divisions.

BASF supplies products and services to around 100,000 customers
from various sectors in almost every country in the world. Our
customer portfolio ranges from major global customers and medi-
um-sized businesses to end consumers. We work with over
75,000 Tier 1 suppliers from different sectors worldwide. They
supply us with important raw materials, chemicals, investment goods
and consumables, and perform a range of services. Important raw
materials (based on volume) include naphtha, liquid gas, natural
gas, benzene and caustic soda.

Production, technology, market, digitalization

employees contribute to our success
and that of our customers worldwide

L3 basf.com/en/verbund

NORTH AMERICA

16,420

Sales (in million €)

692

EBIT (in million €)

19,355

Employees

SOUTH AMERICA,
AFRICA,
MIDDLE EAST

3,806

Sales (in million €)

302

EBIT (in million €)

7,486

Employees

Sao Paulo

25,706

Sales (in million €)

1,976

EBIT (in million €)

72.153

Employees

ASIA PACIFIC

13,384

Sales (in million €)

1,082

EBIT (in million €)

18,634

Employees

@ Regional centers

@ Selected sites

@ Verbund sites

% Planned Verbund site

® Selected research and
development sites



https://www.basf.com/global/en/who-we-are/strategy/verbund.html

Portfolio and Customers

As of January 1, 2019, we have 11 divisions grouped into six
segments as follows: Chemicals, Materials, Industrial Solutions,
Surface Technologies, Nutrition & Care, Agricultural Solutions.

BASF’s new segment structure allows for a more differentiated
steering of our businesses according to their market-specific com-
petitive environment. It increases transparency regarding the results
of our segments and divisions and highlights the importance of the
Verbund and value chains to our business success. BASF aims to
clearly position its businesses against their relevant competitors and
establish a high-performance organization to enable BASF to be
successful in an increasingly competitive market environment.

We aim to put the customer at the center of our decisions and
everything we do. Our ability to optimally combine our in-depth
expertise with our wide range of resources reflects our ambition to
be more than just a supplier. We position ourselves as a solu-
tion-oriented system provider.

Chemicals and plastics

Agriculture | Consumer goods |
Transportation (in each case)

Construction | Electronics |
Energy and resources |
Health and nutrition

(in each case)

Industrial Solutions

Dispersions & Pigments |
Performance Chemicals

Materials

Performance Materials | Monomers

Chemicals

Petrochemicals | Intermediates

Percentage of total sales in 2019 16%

Percentage of total sales in 2019 20%

Nutrition & Care

Nutrition & Health | Care Chemicals

Surface Technologies
Catalysts | Coatings

Percentage of total sales in 2019

Other | Percentage of total sales in 2019 5%



How We Create Value

The overview provides examples of how we create value for our company, the environment and society. It is modeled on the framework of the International Integrated Reporting Council (IIRC).
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117,628

employees

worldwide,
of which
3,161

apprentices

> 50 external
compliance
hotlines

plant and equipment and environmental ’
and intangible assets protection audits suppliers
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in equity

Research and
development
expenses of
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invested in
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protection

152 safety, Over
security, health

75,000

Development
opportunities
for all
employees

81
raw material supplier
sites audited on
sustainability
standards

We create chemistry
for a sustainable future

We offer our approximately

100,000

customers innovative solutions

6 action areas
help us to sharpen our

for a sustainable future customer focus

6

segments
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business
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Intelligent Verbund system
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BASF Group companies in more than
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Verbund sites additional production countries
sites worldwide

Partnerships
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Around
1,000
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worldwide
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of COZ saved by
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Sales of around

€10 billion
from innovations that

we have launched
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Compact
since 2000
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Our Strategy

At BASF, we are passionate about chemistry and our customers. To be the world’s leading chemical company for our customers, we will grow
profitably and create value for society. Thanks to our expertise, our innovative and entrepreneurial spirit, and the power of our Verbund inte-
gration, we make a decisive contribution to changing the world we live in for the better. Our purpose reflects what we do and why we do it:

We create chemistry for a sustainable future

How we act is critical for the successful implementation of our strategy: This is what values represent. They guide our actions
and define how we want to work together — as a team, with our customers and our partners.

Creative

We make great products and solutions for our customers. This is
why we embrace bold ideas and give them space to grow. We act
with optimism and inspire one another.

Responsible

We value the health and safety of people above all else. We make
sustainability part of every decision. We are committed to strict
compliance and environmental standards.

Open
We value diversity, in people, opinions and experience. This is why

we foster feedback based on honesty, respect and mutual trust.
We learn from our setbacks.

Entrepreneurial

We focus on our customers, as individuals and as a company. We
seize opportunities and think ahead. We take ownership and
embrace personal accountability.


https://report.basf.com/2019/en/managements-report/the-basf-group/how-we-create-value.html

Strategic Action Areas

We have defined six strategic action areas through which we will
sharpen our customer focus and achieve our goals.

Innovation

Our ambition is to be the most attractive partner for our customers
whenever they are confronted with challenges that can be ap-
proached with chemistry. Our research and development compe-
tences are industry-leading. We aim to build on and leverage this
strength to develop innovations together with our customers. We
want to continuously improve our innovation processes so that we
can bring products to the market more quickly.

Sustainability

We are successful in the long term when our products, solutions
and technologies add value to the environment, society and the
economy. We want to be a thought leader in sustainability, which
is why we are increasing the relevance of sustainability in our steer-

ing processes and business models. This secures
the long-term success of our company, creates
business opportunities and establishes us as a key
partner supporting our customers.

Operations
We produce safely, efficiently and reliably so that we can
deliver products to our customers on spec and on time. We
strive to continually improve the reliability and availability of our
plants, as well as our agility. Above and beyond this, continuous
process improvements and effective debottlenecking of our exist-
ing asset base are paramount to ensure our competitiveness.

Digitalization
Digitalization is an integral part of our business. This creates value
added for our customers, grows our business and improves effi-

Customers

ciency. We are exten-
sively promoting digital
skills among our employ-
ees to ensure that the
necessary resources are al-
ways available to leverage the
opportunities of digitalization to
the benefit of our customers.

Portfolio

We will sharpen our portfolio and focus our capi-
tal allocation toward growth areas. We will focus primarily on or-
ganic growth through capital expenditures and innovation. We also
make targeted acquisitions where this makes strategic sense and
creates value and divest businesses that are no longer a strategic
match. Our segment structure creates a high level of transparency
regarding the steering of our businesses, the importance of value

[ basf.com/strategy

chains and the role of our Verbund. The physical, technological,
market and digital integration of the Verbund is at the core of our
portfolio and our strengths.

Employees

We aim to clearly position each business against its relevant com-
petitors and establish a high-performance organization to enable us
to be successful in an increasingly competitive market environment.
Our people are what will make the implementation of our strategy
successful. We rely on the engagement of our employees and give
them the tools and skills necessary to be able to offer our customers
differentiated and customized products, services and solutions. Our
tailored business models and organizational structures ensure that
each business unit can optimally serve its market segment.


https://www.basf.com/global/en/who-we-are/strategy.html

Our Targets

We want to grow faster than the market and thus be economically
successful and profitable. Furthermore, we want to provide answers
to the most pressing challenges of our time. To combat climate
change and global warming, we have resolved to limit total green-
house gas emissions from our production sites and our energy pur-
chases to the 2018 level while growing production volumes. In other
words, we want to decouple greenhouse gas emissions from organic
growth. We have also defined targets for safety for people and the
environment, a sustainable product portfolio, responsible procure-
ment, sustainable water management, engaged employees, and in-
clusion of diversity.

The objective of these targets is to steer our business into a sustain-
able future and, at the same time, contribute to the implementation of
the United Nations’ Sustainable Development Goals (SDGs). We are
focusing on issues where we as a company can make a significant
contribution, such as climate protection, sustainable consumption
and production, and fighting hunger.

Status of target achievement in 2019

Grow sales volumes faster than global
chemical production every year
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Grow CO,-neutrally until 2030
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Achieve €22 billion in Accelerator sales
by 2025
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€15.0
billion

Increase EBITDA before special items
by 3-5% per year
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Reduce worldwide process safety incidents
per 200,000 working hours to = 0.1 by 2025
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Reduce the worldwide lost-time injury rate
per 200,000 working hours to = 0.1 by 2025
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Achieve a return on capital employed
(ROCE) considerably above the cost
of capital percentage every year
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7.7%

(Cost of capital: 10%)

Increase the dividend per share every
year based on a strong free cash flow
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€3.30

(2018: €3.20)

Introduce sustainable water management at all
production sites in water stress areas and at
all Verbund sites by 2030
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Increase the proportion of women in leadership
positions with disciplinary responsibility to
22%-24% by 2021

New target for 2030: 30%
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35.8%

More than 80% of our employees feel that
at BASF, they can thrive and perform at
their best
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Cover 90% of our relevant spend with
sustainability evaluations by 2025

Have 80% of our suppliers improve their
sustainability performance upon re-evaluation
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Climate protection

with carbon management

Climate protection is firmly embedded in our corporate purpose and our strategy. We have already almost
halved our carbon emissions since 1990 while simultaneously doubling sales product volumes. Until 2030,
we want to continue to grow while limiting our emissions to the 2018 level.

Reconciling climate protection and growth

In our carbon management, we have bundled key activities that
help us grow CO,-neutrally until 2030 and set the course for a sig-
nificant reduction of greenhouse gas emissions from 2030 onward.
This ambitious program follows a three-pronged approach: imple-
ment plant optimization measures for even more efficient energy
use and processes, increase the share of renewable sources in the
purchase of electricity, and develop completely new low-emission
technologies and processes.

CO, prevented by the
Verbund and combined
heat and power
generation in 2019

6 4 million
| metric tons

Further improving process and energy efficiency
We aim to make plants even more efficient and further optimize
resource use in processes. That is why we have increased our
budget for operational excellence to €400 million annually, among
other measures. BASF’s Verbund concept plays a key role here. It
helps us to realize synergies and to efficiently steer value chains.
Therefore, we will continue to invest in the creation and optimization
of Verbund structures and drive forward the consolidation of pro-
duction at highly efficient sites.

Number of sites partially
or fully powered by emission-free
electricity in 2019

23

Development of the BASF Group’s CO, emissions

Million metric tons of CO, equivalents

40.1

2030 target:
CO,-neutral growth

_ — = Without active carbon management:
- Estimated emissions from planned production growth

1990 2018

1990 to 2018

Sales product volumes doubled and
emissions almost halved through:

— Decomposition of nitrous oxide

— Increased process and energy efficiency

2018 to 2030

Expand production while keeping
emissions at the 2018 level,
primarily through:

— Higher process and energy efficiency

2030 2050

From 2030

Reduce emissions through:

— Fundamentally new technologies
developed in the Carbon
Management R&D Program

— Purchasing electricity from renewable sources

Increasing use of renewable energy

We increasingly use renewable energy to supply our sites. Twen-
ty-three sites already source emission-free electricity from suppliers.
Together with our partners, we are also conducting a feasibility
study to evaluate a pioneering supply concept for our planned
chemical complex in Mundra, India. The aim is for the new site to be
entirely supplied with renewable energy, primarily from an attached
wind and solar park. If realized, it would, to our knowledge, be the
world’s first petrochemical site with carbon-neutral energy supply.

L3 basf.com/en/carbon

Pioneering research and development program
However, a significant reduction of emissions requires fundamen-
tally new technologies. We develop these as part of our carbon
management R&D Program. The focus here is on basic chemicals,
which account for around 70% of the chemical industry’s green-
house gas emissions. For example, in 2019, we filed an internation-
al patent (PCT) for a climate-friendly production process for metha-
nol. We are optimistic that such new technologies can be imple-
mented from 2030 onward — provided that the political framework
allows an economic use.


https://www.basf.com/global/en/who-we-are/sustainability/we-produce-safely-and-efficiently/energy-and-climate-protection/carbon-management.html

At BASF, we create chemistry for a sustainable future. We combine economic success with environmental protection and social
responsibility. More than 117,000 employees in the BASF Group work on contributing to the success of our customers in nearly all
sectors and almost every country in the world. Our portfolio is organized into six segments: Chemicals, Materials, Industrial Solutions,
Surface Technologies, Nutrition & Care and Agricultural Solutions. BASF generated sales of €59 billion in 2019.

Contact

General inquiries
Phone: +49 621 60-0, email: global.info@basf.com

Media Relations

Jens Fey, phone: +49 621 60-99123 IE E

Sustainability Relations

Thorsten Pinkepank, phone: +49 621 60-41976 E

Investor Relations Further information at basf.com and in the
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