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Analyst Meeting Notes

Petkim (PETKM) held an analyst meeting on March 30, 2026 to discuss the impact of recent
geopolitical developments on the petrochemical sector and the company. The key takeaways

from the meeting are summarized below:
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oozdemir@sekeryatirim.com

Geopolitical environment and sector dynamics

Rising tensions between Iran and the U.S., along with increasing
risks around the Strait of Hormuz, have led to sharp increases in
energy and feedstock prices, while also causing disruptions in
logistics channels and regional supply constraints. These
developments are increasing cost pressures, particularly for
naphtha-based petrochemical producers.

In the current environment, price increases are largely cost-driven,
while demand remains weak. Unlike the pandemic period, recent
price dynamics are driven not by strong demand, but by supply
constraints and cost inflation.

From a regional perspective, the U.S. maintains a relative
advantage due to its ethane-based production structure and access
to domestic gas resources. In contrast, Asia and Turkiye—both
highly dependent on Middle Eastern feedstock—are among the most
affected regions due to supply disruptions and rising input costs.

Product pricing and margin outlook

The ethylene-naphtha spread has been on an upward trend since
the beginning of 2026, reaching an average of approximately USD
214/ton in 1Q26 (4Q25: USD 158/ton), with a noticeable
acceleration observed in March.

However, management has emphasized that the ethylene-naphtha
spread does not fully reflect end-product margins. Despite polymer
prices increasing by more than 50% since late February, margin
improvement has remained limited, as cost increases have not yet
been fully passed through across all product groups.

Naphtha-based cost increases are reflected in product prices with
a weekly or monthly lag, suggesting that the positive impact on
margins is expected to become more visible starting from 2Q26.

Supply structure and cost management

Thanks to its integration with the STAR Refinery, Petkim foresee
no significant feedstock supply risk under the current geopolitical
climate. The company continues to source naphtha from STAR and
Northern Europe (including Russia), with the ability to manage
supply flexibly through alternative sources.

This integrated structure reduces the need to hold high levels of
feedstock inventory, thereby providing greater flexibility in
working capital management.

While the company has no hedging position for naphtha in 2026,
approximately 25% of its natural gas consumption has been hedged.
These hedging transactions were executed at an average Brent
level of around USD 63.5/bbl.
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Demand outlook and market behavior

Demand remains weak, with customers adopting a cautious stance in a high-price environment. Due to challenges in passing higher
input costs onto end-product prices, customers prefer to keep inventory levels low and limit purchases to essential needs.

In this context, management has highlighted that current market conditions differ from the pandemic period, being characterized
by cost pressures and subdued demand, rather than strong demand and expanding spreads.

Assessment

While recent geopolitical developments are supportive of product prices and spreads in the short term, the improvement is largely
cost-driven, and the impact on margins is expected to be delayed and limited.

Petkim’s integration with the STAR Refinery provides a key advantage in terms of feedstock security and operational continuity.
However, relatively low capacity utilization rates and weak demand conditions continue to weigh on the margin outlook.

Accordingly, while profitability is expected to recover in 1Q26 supported by inventory and trading contributions, a more sustainable
improvement in margins is likely to become more visible starting from 2Q26. The trajectory of geopolitical developments and
demand conditions will remain key determinants of the medium-term outlook.
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