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Industry

CFI Group is pleased to present the Specialty Chemicals Valuation Snapshot
for the second semester 2024. This report provides commentary and
analysis on current market trends and M&A activity within the Specialty
Chemicals sector.

Spotlight:

The chemical sector continues to navigate challenges posed by geopolitical
tensions, economic uncertainties, and input cost. In particular, new
regulations mandate the use of higher-cost approved materials to replace
lower-cost prohibited ones, further straining the cost structure of the
industry. However, recent earnings reports indicate a steady recovery in
sales volumes, with companies like Arkema reporting improvements as
destocking trends subside. Firms have shifted focus from price competition
to operational efficiency, with e.g. Brenntag optimizing costs and
operational footprint to enhance profitability.

Malte Jantz
Partner, Managing Director

M&A activity has remained robust, driven by portfolio realignments,
consolidations, and strategic acquisitions. Notable deals include BASF’s sale
of its Flocculants business to Solenis and the portfolio realignments of
Hempel (sale of JW Ostendorf and Schaepmans). Specialty Chemicals have
seen strong demand from engineering and semiconductor industries, with
the global semiconductor market projected to grow 16% in 2024, fueled by
Al and battery electric vehicles advancements.

' Raj Shroff
! Partner, Managing Director

Looking ahead, the chemical industry is expected to expand at a slower CFl Facts
pace than historical trends, facing continued uncertainty from geopolitical Q Ranked 9th in India for
shifts and regulatory pressures. However, stable inflation and falling the FY 2024 as per

Thomson Reuters
League Tables in terms
of number of deals
closed in Mid Market
Segment.

interest rates may fuel M&A activity in 2025, with corporate restructuring
and PE investments driving deal flow. PE firms, pressured to deploy capital
and monetize assets, may pursue larger transactions as well as add-ons,
potentially shaping the industry’s next phase of consolidation.

Global Outlook:
Q 29 locations with

offices around the
globe, ranging from
Japan to the United
States of America

The global chemical industry in 2025 will be shaped by economic
pressures, sustainability initiatives, and digital transformation. Our own
guess is that economic growth and with it deal activity will significantly
pick up in 2025. While some regions face cost inflation and demand
fluctuations, others are leveraging efficiency improvements, high-value
product innovations, and strategic production shifts. The market is
projected to reach USD 6.3 trillion, driven by advancements in green
chemistry, circular economy practices, and resilient supply chains.
Companies worldwide are investing in automation, Al-driven operations,
and eco-friendly solutions to enhance competitiveness and long-term
growth in an evolving regulatory and consumer landscape.

Q >100 international
transactions in over 16
sectors
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Trading Multiples

Median TEV/Revenue Median TEV/EBITDA

+12.2% vs Q4 2023 +6.9% vs Q4 2023

After a substantial increase in valuation multiples in H1/24,
both TEV/Revenue and TEV/EBITDA multiples continued to
improve in Q4/24, albeit at a slower pace than the surge
observed between Q2/23 and Q2/24. Median TEV/Revenue rose
by +12.2% YoY, while TEV/EBITDA increased by +1.1% YoY
(Q4/23 vs. Q4/24).

The Commodity Chemicals sector experienced the most
significant rebound in TEV/Revenue multiples, rising from 0.9x
to 1.2x (+27.1% YoY), although on a low level. In contrast, the
Cosmetic Chemicals sector saw a decline in TEV/Revenue
multiples (-16.7% YoY), reflecting ongoing challenges in
demand.

Median TEV/EBITDA multiples generally showed an upward
trend, though sectoral variations persist. Agrochemicals posted
a substantial increase from 5.9x to 7.2x (+21.0% YoY), second
only to Pharmaceuticals, which saw a +22.4% YoY rise.
Conversely, Cosmetics Chemicals, Paints & Coatings, and
notably Basic Petrochemicals (-30.0% YoY) deviated from this
trend, recording declining multiples.

Previously, Basic Petrochemicals held the highest TEV/EBITDA
multiples, but Pharmaceuticals have now surpassed them, also
leading in TEV/Revenue multiples. Analysts highlight that
pharmaceutical companies still maintain significant capital
reserves, which they may deploy as opportunities arise,
particularly with advancements in Al opening new avenues for
growth and efficiency.

The decline in Basic Petrochemicals' TEV/EBITDA multiples,
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coupled with only a slight decrease in its TEV/Revenue
multiple compared to Q4/23, suggests a potential decrease in
profitability expectations following a challenging economic
environment, particularly in China. This trend may indicate
lingering pressures despite overall early signs of recovery.

Construction Chemicals and Specialty Intermediaries reported
notable increases in TEV/EBITDA multiples (+20.8% and +5.0%
YoY, respectively). Their TEV/Revenue multiples also rose, with
Specialty Intermediaries experiencing a stronger surge in their
TEV/Revenue multiple (+22.8% YoY). This pattern mirrors
developments in Basic Petrochemicals, indicating modest
market improvements that are not yet fully reflected in the
M&A and stock markets.

Similarly, Industrial Gases followed the trend of Specialty
Intermediaries, showing a significant increase in TEV/Revenue
multiples (+10.2% YoY) alongside a modest rise in TEV/EBITDA
multiples (+1.8% YoY). This suggests growing profitability,
supported by favorable global industrial and energy market
conditions.

Looking ahead, the chemicals sector faces a complex landscape
heading into 2025. Potential shifts in U.S. political policies
favouring industry could drive valuation multiples higher,
signaling growth prospects and enhanced profitability.
However, newly introduced tariffs and trade barriers generally
hurt the chemical industry significantly. Despite these
challenges, a cautious optimism prevails, with expectations of
a gradual market recovery on the horizon.
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Transactions

Basic Chemicals
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In H2/24, median EV/EBITDA multiples in the Basic Chemicals
sector declined, with a drop in transaction volumes. While
volumes remain above the all-time low caused by the
pandemic, they have yet to recover to peak levels observed in
H1/22. With fewer transactions with disclosed multiples, data
has become more volatile, leading to significant fluctuations in
recent periods.

At the same time, the decline in the median EV/EBITDA
multiple in H2/24 suggests that ongoing challenges faced by
chemical companies persist. Some of the previous market
momentum in H1/24 appears to have cooled, particularly as
the Basic Chemicals sector benefits less from private equity

interest compared to Specialty Chemicals firms.

Additional pressures stem from shifting customer preferences,
with an emphasis on decarbonization, which negatively
impacts profitability. As a result, investors are gravitating
toward higher-margin Specialty Chemicals businesses, further
weighing on valuations in the Basic Chemicals sector.

As in H1/24, the sector remains defined by fluctuating
transaction volumes and evolving market dynamics in H2/24.
With a growing focus on sustainability and cost efficiency, the
trend of acquiring high-quality Basic Chemicals firms may
become more pronounced.

Specialty Chemicals
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The M&A landscape in the Specialty Chemicals sector has While the gap between the lowest and highest paid multiples

remained relatively stable, with only a slight decline in
multiples compared to H1/24. However, in 2024 transaction
multiples appear to have gained some momentum compared to
2023 - a trend driven in part by the growing interest of
financial investors in the sector.

As highlighted by The Argos Index®, which tracks mid-market
transactions, financial investors continue to pay higher
multiples than strategic buyers as observed in H1/24. This
highlights the sustained and growing interest of private equity,
additionally driven by the significant amount of available “dry
powder” and the increasing number of LBO transactions.
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widened last year, this trend appears to be continuing,
reflecting growing valuation disparities and increasing
premiums. However, these observations should be interpreted
with caution, as data on recent transactions in the Specialty
Chemicals sector, particularly in the mid-market, may be
distorted due to limited disclosure.

Looking ahead to H1/25, private equity is expected to pursue
add-on acquisitions, building on their platform investments.
This trend will continue to shape the M&A landscape and
support transaction volumes.
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Global Deal Volume

Global Deal Activity - Overview

In the global M&A landscape across specialty and basic chemicals, distinct regional trends continue to shape the market.

The United Kingdom, Germany, Italy, and the United States continue to be dominant players in global M&A activity, with
strong deal volumes particularly in pharmaceuticals and specialty chemicals. A stable economic environment and ample
financial capital, especially from private equity, drive transaction momentum. However, evolving trade regulations and
political uncertainties in the U.S. and parts of Europe could introduce potential volatility in deal-making.

China, Japan, India, and South Korea exhibit moderate M&A activity, shaped by distinct economic conditions. While China
faces challenges such as declining valuation multiples in certain chemical sectors, private equity interest remains robust in
high-margin specialty chemicals. India and South Korea demonstrate steady growth, fueled by industrial demand and an
expanding market for advanced materials. Japan, while traditionally conservative in deal-making, remains an active
participant, particularly in technology-driven sectors.

Brazil and Mexico lead M&A transactions in Latin America, though overall deal volume remains lower compared to North
America and Europe. Agrochemicals and industrial gases emerge as key sectors driving investor interest. Regulatory shifts
and economic stability shape investment sentiment, with strategic consolidations and cross-border expansions presenting
selective opportunities for growth.

The UAE, Israel, and South Africa feature in the M&A landscape, reflecting growing deal activity in energy, specialty
chemicals, and pharmaceuticals. The UAE’s business-friendly policies and financial infrastructure establish it as a hub for
cross-regional transactions. Meanwhile, Africa remains a smaller player, though resource-driven industries and infrastructure
deals continue to attract international investor interest.

Source: Merger Market

Higher Deal _ Lower Deal

Volume Volume
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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 leading
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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CFl Specialty Chemicals Team

India
Raj Shroff

E: raj.shroff@thecfigroup.com
M: +91 98200 31761

Japan

Akira Koga

E: a.koga@frontier-mgmt.com
T:+81 6 7220 4404

Japan

Shinji Nishiyama

E: s.nishiyama@frontier-mgmt.com
M:+81 070 1518 8807

Spain

Herwann Mahaud

E: herwann.ahaud@thecfigroup.com
M: +34 691 255 005

Switzerland
Kevin Oser

E: kevin.oser@thecfigroup.com
T:+41 44 743 84 29

Japan

Fozilbek Yusupov

E: f.yusupov@frontier-mgmt.com
M: +81 090 3934 4051
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Switzerland
Malte Jantz

E: malte.jantz@thecfigroup.com
M: +41 79 366 61 14

Spain
Manuel Uribarri

E: manuel.uribarri@thecfigroup.com
M: +34 615 026 529

France/Japan
Mikinao lkarashi

E: mikinao.ikarashi@thecfigroup.com
M: +33 6 3820 2467

India
Miti Jhaveri

E: miti.jhaveri@thecfigroup.com
M: + 91 98330 76795

India
Shivam Harlalka

E: shivam.harlalka@thecfigroup.com
M:+91-96644 18141

Germany
Eduard Dorzweiler

E: eduard.dorzweiler@thecfigroup.com
M: +49 162 218 77 84
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Contacts & Disclaimer

Hohlstrasse 614
8048 Zirich
Switzerland

Phone: +41 44 743 84 44

Sumitomo Fudosan Roppongi
Grand Tower 41F
106-6241 Japan (Tokyo)
Phone: +81-3-6862-5180

Heinrich-Heine-Allee 22
40213 Dusseldorf
Germany
Phone: +49 211 13707 0

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

General Perén Ave. 38
28020 - Madrid
Spain
Phone: +34 912 037 400

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.

CFl Group 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 Group, 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 Helbing Business Advisors’, its affiliates’
and/or associated companies’ judgment as of the date of
publication and are subject to change without notice.

CFl  Group, its affiliates and/or associated companies
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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 Helbling Business Advisors, 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 Helbling Business Advisors, its affiliates and/or
associated companies to licensing or registration requirements
in such jurisdiction.

© 2025 CFlI BV, Amstelzijde 85, 1184 TZ Amstelveen,
Netherlands.
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