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Chemicals & Specialty Materials Industry Update

INTRODUCTION

In this update, our Industrials Group provides commentary and analysis on current market
trends and merger and acquisition dynamics within the global chemicals and specialty
materials industry.

For sellers of chemical businesses, market conditions remain highly attractive despite having
grown more challenging to navigate. The combination of increasingly selective and disciplined
buyers is set against the favorable backdrop of abundant capital, both on corporate balance
sheets and in the form of private equity dry powder. Moreover, record-breaking deal activity
and frothy valuation multiples persist alongside global supply-chain disruption, labor
shortages, and uncertainty around the resolution of COVID-19.

Harris Williams helps its clients analyze and understand company-specific and market
dynamics. Our professionals can help you achieve shareholder objectives while minimizing
the impact from these temporary issues.

We hope you find this edition helpful. Please contact us to learn more.

SPOTLIGHT ON THE CHEMICALS SUPPLY CHAIN: BY THE NUMBERS "’

~20%

$79.62

Price of Brent
Crude, up 96%+
vs. 52-week low

70+ Days

Average ocean
freight from Asia to
U.S., up 40%+ YOY

Estimated raw
material inflation
YOY for 2H21

OUR PRACTICE

Harris Williams is a leading advisor to the chemicals and specialty materials industry. Our
significant experience covers a broad range of business models, market segments, and
applications.
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What We're Reading

CHEMICALS & SPECIALTY MATERIALS NEWS & TRENDS

In this industry update, we have included a collection of articles focused on economic factors and trends impacting the chemicals and specialty materials
industry. Sustainability has become top of mind for business leaders as calls for environmentally friendly solutions increase. Supply chain pressures
continue to mount worldwide, and prices for key inputs have soared. Nevertheless, M&A activity has remained high in the industry, as abundant capital and
favorable valuation multiples drive both supply and demand.

SUSTAINABILITY

Energy Investors Split on Future Benefits of Hydrogen Market — ICIS 09/16/2021

The list of investors emphasizing hydrogen technology has grown recently, with some betting that hydrogen will lead an energy transition over the next 10
years. In Europe, private equity, pension funds, and insurance companies have been looking to deploy capital to support hydrogen projects. Still, some
market participants feel that hydrogen will not be the key to the energy transition, instead prioritizing investments in alternative technologies.

Read the full article here.

Dow CEO Warns of Price Tag on Clean-Energy Plans — The Wall Street Journal 08/27/2021

U.S. Democrats’ proposed clean-electricity standard, which calls for steeper penalties for using “dirty” energy sources like natural gas, is gaining traction in
Washington. While chemical giant Dow Inc. has signaled support for the fight against climate change, Dow CEO Jim Fitterling warns that proposals to phase
out carbon emissions too quickly, particularly if regulations restrict natural gas use, will result in significantly higher costs. Dow supports voluntary
emissions caps and the development of an emissions trading market. The policies that are ultimately adopted to combat climate change will have sweeping
implications for chemical and specialty materials manufacturers.

Read the full article here.

SUPPLY CHAIN

Natural Gas Prices Surge, and Winter is Still Months Away — The Wall Street Journal 9/19/2021

Natural gas prices have surged recently, and analysts are concerned that prices could reach record heights this winter. The Wall Street Journal reports that
natural gas stockpiles are 24% below average in northwestern Europe due to inventory loss stemming from hot weather and lower imports from Russia. The
shortage has created many challenges for businesses trying to plan for the future, and many are opting to lock in prices now for fear that the increases will
only continue.

Read the full article here.

Paint is Getting Costlier and Harder to Find, and This Could Just Be the Beginning — CNBC 9/10/2021

Supply chain disruptions, extreme weather, and surging demand have caused producer prices for paint and coating manufacturers to increase 10.6% since
August 2020, the most significant annual jump since 2009. Meanwhile, following an all-time high in April, paint and wallpaper stores have continued to
experience robust sales. While debates over inflation continue, companies remain confident that the present demand environment will continue through
2022.

Read the full article here.

M&A ACTIVITY

Chemicals M&A to Roar Back from Pandemic Lull — ICIS 7/9/2021

Low interest rates and favorable valuation multiples are driving M&A activity broadly, but especially among specialty chemicals and ingredients companies.
Strategic and financial buyers alike have been eager to pursue assets in the space despite supply chain constraints. In the future, significant deal volume is
expected as some companies look to expand across borders while others plan to narrow focus by divesting non-core businesses. Additionally, the potential
for a higher capital gains tax rate under the Biden administration has created an added incentive for swift action.

Read the full article here.
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Stock Price Performance?
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M&A Transactions34°

SELECT RECENT M&A TRANSACTIONS

Announced Target Business Description Acquirer
9/28/2021 Specialty Polymers Manufacturer of water-based [\;:J;}llrz::tl’l::ciFi)r;;z:;i;ztural and industrial coatings as The Sherwin Williams Company
9/27/2021 Kraton Corporation Producer of specialty polymers and high-value bio-based products DL Chemical Co.
9/3/2021 EELS Industrie;u(SPi:I;/::)er Soppeet Manufacturer of polymer components, coatings, and assemblies Edgewater Capital Partners
8/31/2021 Ashland (Performasf\eit;\dhesives Business Performance adhesives business unit of Ashland Arkema
8/23/2021 Inte‘rnati‘onal Flavors &AFragrancAes Provider of preservation and hygiene solutions for industrial and consumer applications LANXESS
(Microbial Control Business Unit)
8/23/2021 Deltech Producer of high-performance aromatic monomers and specialized crystal polystyrene SK Capital Partners
8/19/2021 Sika AG (Industrial Coatings Business) Industrial coatings business of Sika AG The Sherwin Williams Company
8/17/2021 Painters Supply & Equipment Co. Distributor of automotive, industrial, and architectural coatings Odyssey Investment Partners
8/11/2021 IPS Corporation Manufacturer of adhesives, solvent cements, and construction supplies Centerbridge Partners
8/11/2021 Aurora Plastics Producer of polyvinyl chloride (PVC) and other custom polymer compounds Nautic Partners
8/6/2021 Arclin Manufacturer of resin andtsrl.;:‘:;;nr%ast\i/::e’n;:(;o;t:;er :Jnudilljisi:ri;jesign, energy, agriculture, e e Gz
7/23/2021 S| Group (Industrial Resin Business) U.S.-based industrial resin business of SI Group ASK Chemicals
7/19/2021 Henry Company Manufacturer of roof coatings, cements, and driveway maintenance products Carlisle Companies Inc.
7/7/2021 Ascensus Specialties Manufacturer of specialty chemicals f;);pbl:ce:;rgrsg, process, and product enhancement New Mountain Capital
s
6/28/2021 Prevenio Provider of pathogen protection solutions focused on the protein and produce markets John Bean Technologies Corporation
6/21/2021 Niacet Corporation Manufacturer and suppli:;’ ?:::ZT;CSLg:;?::j;;:fI:nzzs:gzlonates and acetates for Kerry Group
6/14/2021 Clariant (Pigments Business) Manufacturer of organic pigments, pigment preparations, and dyes Heubach GmbH / SK Capital Partners
6/9/2021 Eastman Chemical (Tire Additives Business) Producer of specialty chemicals, raw materials, and additives for the tire industry One Rock Capital Partners



The Harris Williams Industrials Group

FOCUS AREAS

The Harris Williams Industrials Group serves companies in a broad range of attractive niches:

> Building Products & Construction Materials > Industrial Technology
> Chemicals & Specialty Materials > Natural Resources, Metals, & Mining

> General Industrials

> Packaging
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Key Industrials Contacts

%/HarrisWi]]iaIns / GLOBAL M&A ADVISOR

10 INDUSTRY GROUPS

With Robust Experience
across the Globe

3 DECADES

Providing Award-Winning
M&A Advisory Services

1 UNIFIED TEAM
Bringing Firm-Wide
Dedication to Every
Engagement

GET IN TOUCH
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Our Firm

Harris Williams has a broad range of industry expertise, which creates powerful opportunities. Our clients benefit from our deep-
sector experience, integrated industry intelligence and collaboration across the firm, and our commitment to learning what makes
them unique. For more information, visit our website at www.harriswilliams.com/industries.

INDUSTRY GROUP EXPERTISE

Aerospace, Defense & Business Energy, Power Specialty Transportation
Government Services Services & Infrastructure Distribution & Logistics
Building Products Consumer Healthcare Industrials Technology

& Materials

& Life Sciences

CONSISTENT RECOGNITION FOR QUALITY

- 2019
GLOBAL PRIVATE
EQUITY INVESTMENT
BANK OF THE YEAR

OUTSTANDING
M&A ADVISORY FIRM

* OF THE YEAR

[y HarrisWilliams
Hy HarrisWilliams

‘ BY GLOBAL ’
M&A NETWORK

BY GLOBAL
M&A NETWORK

HARRIS WILLIAMS OFFICE LOCATIONS

UNITED STATES

2018
Private Equitz

Investment Banking
FIRM OF THE YEAR

2018 INVESTMENT BANK
OF THE YEAR

Hy HarrisWilliams

GLOBAL M&A
NETWORK

MERGERS &
ACQUISITIONS

EUROPE

BOSTON RICHMOND
One International Place (HEADQUARTERS)
Suite 2620 1001 Haxall Point

Boston, Massachusetts 02110
Phone: +1 (617) 482-7501

9th Floor
Richmond, Virginia 23219
Phone: +1 (804) 648-0072

SAN FRANCISCO
One Market Plaza, Steuart Tower
11th Floor

San Francisco, California 94105
Phone: +1 (415) 288-4260

WASHINGTON, D.
800 17th St. NW

2nd Floor

Washington, D.C. 20006

Phone: +1 202-207-2300

CLEVELAND
1900 East 9th Street

20th Floor

Cleveland, Ohio 44114
Phone: +1 (216) 689-2400

MINNEAPOLIS

222 South 9th Street

Suite 3350

Minneapolis, Minnesota 55402
Phone: +1 (612) 359-2700

C.

FRANKFURT
Bockenheimer Landstrasse 33-35
60325 Frankfurt

Germany

Phone: +49 069 3650638 00

LONDON

25 Savile Row

4th Floor

London W1S 2ER, England
Phone: +44 (0) 20 7518 8900


https://www.harriswilliams.com/industries/healthcare-and-life-sciences
https://www.harriswilliams.com/industries/industrials
https://www.harriswilliams.com/industries/building-products-and-materials
https://www.harriswilliams.com/industries/consumer
https://www.harriswilliams.com/industries/technology
https://www.harriswilliams.com/industries/energy-and-power
https://www.harriswilliams.com/industries/aerospace-defense-and-government-services
https://www.harriswilliams.com/industries/business-services
https://www.harriswilliams.com/industries/specialty-distribution
https://www.harriswilliams.com/industries/transportation-and-logistics

Harris Williams

SOURCES

IHS Markit
Bloomberg

S&P Capital 1Q
Acuris MergerMarket
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Note: Data through September 23, 2021

DISCLOSURES AND DISCLAIMERS

Investment banking services are provided by Harris Williams LLC (“Harris Williams”). Harris Williams is a registered broker-dealer and member of FINRA and
SIPC. Harris Williams & Co. Ltd is a private limited company incorporated under English law with its registered office at 8th Floor, 20 Farringdon Street, London
EC4A 4AB, UK, registered with the Registrar of Companies for England and Wales, registration number 07078852. Harris Williams & Co. Ltd is authorized and
regulated by the Financial Conduct Authority. Harris Williams & Co. Corporate Finance Advisors GmbH is registered in the commercial register of the local court
of Frankfurt am Main, Germany, under HRB 107540. The registered address is Bockenheimer Landstrasse 33-35, 60325 Frankfurt am Main, Germany (email
address: hwgermany@harriswilliams.com). Geschaftsfiihrers/Directors: Jeffery H. Perkins, Paul Poggi, VAT No. DE321666994. Harris Williams is a trade name
under which Harris Williams LLC, Harris Williams & Co. Ltd and Harris Williams & Co. Corporate Finance Advisors GmbH conduct business.

The information and views contained in this content have been prepared in part by Harris Williams. This content does not purport to be comprehensive or to
contain all the information that a recipient may need in order to evaluate any investment or potential transaction. This content is not a research report, as such
term is defined by applicable law and regulations, and is provided for informational purposes only. Any and all information, including estimates, projections and
other forward-looking statements, presented in this document may involve various assumptions and significant elements of subjective judgment and analysis
that may or may not be correct. Harris Williams has not independently verified, and neither Harris Williams nor any other person will independently verify, any
of the information, estimates, projections or forward-looking statements contained herein or the assumptions on which they are based. The information
contained in this document is made as of the date hereof unless stated otherwise. Harris Williams does not expect to update or otherwise revise this document
nor provide any additional information, nor correct any inaccuracies herein which may become apparent.

This content is intended for institutional use only and should not be relied upon by retail investors or members of the general public. The information contained
herein is believed by Harris Williams to be reliable but Harris Williams makes no representation or warranty as to the accuracy or completeness of such
information, and information contained herein that is based on material prepared by others may involve significant elements of subjective judgment and
analysis which may or may not be correct. Opinions, estimates and projections contained herein constitute Harris Williams’ judgment and are subject to change
without notice.

This content is not to be construed as investment advice an offer to buy or sell or a solicitation of an offer to buy or sell any financial instruments or to
participate in any particular transaction, nor shall this content form the basis of any contract. It does not constitute and should not be construed as an
endorsement or recommendation of any entities’ products or services.

No part of this material may be copied or duplicated in any form or by any means, or redistributed, without Harris Williams’ prior written consent.



