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Short-Term Rec.: Neutral Current Price*: QAR 107.7
Long-Term Rec. : Neutral LT Fair Value : QAR 111.8

* What Happened During 2Q2009? 1Q reported 2Q20009 results on Thursday 13 August 2009. Operating
performance was slightly below expectations with revenues and EBITDA coming in 3% and 6% short of
our forecasts, respectively. The prices of IQ's main commodities have shown mixed trends during 2Q2009.
While the strong recovery in oil and naphtha prices has caused 1Q's main petrochemical prices (ethylene
and PE) to rise by a range of 18-22% Q-0-Q, urea prices fell marginally by 7% Q-0-Q as fertilisers’ prices
usually lag changes in feedstock costs. Steel prices remained relatively constant Q-o-Q.

©2Q2009 Revenue Broadly In Line with Forecasts: The marginal decline in urea prices during the quarter
was more than compensated by the strong rise in petrochemicals and fuel additives prices, in line with our
expectations. Consolidated revenues came in at QAR2,331 million (up 7% Q-0-Q, down 45% Y-0-Y), 3%
ahead of our estimates of QAR2,255 million. On a year-to-date basis, petrochemicals and fuel additives
(produced by QAPCO - 80% owned and QAFAC - 50% owned) contributed 29% of IQ’s TH2009 turnover,
fertilisers (QAFCO - 75% owned) contributed 26%, and steel (QASCO - 100% owned) represented 44%.

® Gross Profit and EBITDA Slightly Miss Estimates: Gross profits in 2Q2009 grew by 12% Q-0-Q to
QAR785 million (down 69% Y-0-Y), almost 5% below our estimate. EBITDA came at QAR730 million
(down 71% Y-0-Y), marginally below 1Q2009 and almost 6% below our estimates. EBITDA margin was
31% (vs. 34% in 1Q2009 and 60% in 2Q2008). IQ does not provide a breakdown of its operating
earnings, but we estimate that 42% of total EBITDA came from fertilizers, 37% from petrochemicals, 12%
from fuel additives and 9% from steel.

* Net Income Inflated By QAR366 Million in Government Compensation: IQ reported a net income of
QAR1.2 billion in 2Q2009 (down 14% Q-0-Q, 54% Y-0-Y), including QAR366 million of government
compensation for capping steel prices during 2008. This is well above our estimate of QAR974 million (we
have assumed only QAR200 million in 2Q2009). 1Q’s 2Q2009 recurring income stood at QAR852 million
(up 40%, down 68% Y-0-Y), 10% above our estimates due mainly to higher investment/dividend income.

* What to Expect Beyond 2Q2009? We believe IQ is poised to show stronger results in 2H than in 1H as
the price of its main commodities (except steel) continue to rise and as new volumes (proportionately
+0.28mtpa of LLDPE and +0.6mtpa of ethylene) start contributing to performance. Current spot ethylene
and PE prices are c33% and c15% higher than 2Q2009 levels, respectively. Methanol and MTBE spot
prices are c15% above 2Q2009 average. Urea and ammonia prices started to strengthen as the oil-based
gas price formula in Europe started to price in the recent rally in crude prices.

*Downgrade ST Rec. to Neutral, Maintain LT Rec. and LTFV: We downgrade our ST recommendation to
Neutral from Accumulate as we believe most of the positive news in the global commodity markets are
priced in. We maintain our LT Neutral rec. and LTFV at QAR111.8, implying only 3.8% upside potential
over current levels. We remain positive on fertilisers in 2010e but cautious on the global ethylene value
chain after massive capacity expansion in the Middle East and expected in China during 2H2009e-2011e
(+20 mtpa of new ethylene supply). Essentially, we believe the recent rally in crude prices (the main
valuation trigger for 1Q) does not yet reflect the weak supply/demand fundamentals globally.
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Figure 1: Results Highlights
QAR million, unless otherwise stated

1Q2008 2Q2008 3Q2008 4Q2008 1Q2009 2Q2009 1H2009 Change Change 2Q2009e Vs.

Q-0-Q Y-o0-Y Estimates
Revenue 3,466 4,210 5074 1,993 2,176 2,331 4,507 7% -45% 2,255 3%
Cost of Sales (1,669) (1,473)  (1,545) (3,018) 5% -7% (1,426) 8%
Gross Profits 1,970 2,541 2,679 140 703 785 1,489 12% -69% 829 -5%
Gross Profit Margin 56.8%  60.4% 52.8% 7.0% 32.3% 33.7% 33.0% 36.8%
S G&A (166) (114) (271) (42) (143) (126) (269) -12% 11% (121) 4%
EBIT 1,804 2,427 2,408 98 560 659 1,219 18% -73% 708 -7%
EBITDA 1,918 2,541 2,522 278 736 730 1,466 -1% -71% 778 -6%
EBITDA Margin 60% 34% 31% 33% 35%
Net Finance (29) (20) -22 (72) (68) 13 (55) -119% -164% (2)
Other Income / Expense 148 265 201 69 120 181 302 51% -32% 68
One-off Gains* 800 366 1,166 200
Net Income - Reported 1,923 2,672 2,588 94 1,413 1,219 2,632 -14% -54% 974 25%
Net Income - Recurring 1,923 2,672 2,588 94 613 854 1,466 39% -68% 774 10%

*Represent the Qatari Government's compensation on capping steel price during 2008
Source: 1Q, EFG-Hermes estimates
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DISCLAIMER
This Research has been sent to you as a client of one of the entities in the EFG-Hermes group. This Research must not be considered as advice nor be acted upon by
you unless you have considered it in conjunction with additional advice from an EFG-Hermes entity with which you have a client agreement.

Our investment recommendations take into account both risk and expected return. We base our long-term fair value estimate on a fundamental analysis of the
company's future prospects, after having taken perceived risk into consideration. We have conducted extensive research to arrive at our investment
recommendations and fair value estimates for the company or companies mentioned in this report. Although the information in this report has been obtained from
sources that EFG-Hermes believes to be reliable, we have not independently verified such information and it may not be accurate or complete. EFG-Hermes does not
represent or warrant, either expressly or implied, the accuracy or completeness of the information or opinions contained within this report and no liability whatsoever
is accepted by EFG-Hermes or any other person for any loss howsoever arising, directly or indirectly, from any use of such information or opinions or otherwise
arising in connection therewith. Readers should understand that financial projections, fair value estimates and statements regarding future prospects may not be
realized. All opinions and estimates included in this report constitute our judgment as of this date and are subject to change without notice. This research report is
prepared for general circulation to the clients of EFG-Hermes and is intended for general information purposes only. It is not intended as an offer or solicitation or
advice with respect to the purchase or sale of any security. It is not tailored to the specific investment objectives, financial situation or needs of any specific person
that may receive this report. We strongly advise potential investors to seek financial guidance when determining whether an investment is appropriate to their needs.



GUIDE TO ANALYSIS

EFG-Hermes investment research is based on fundamental analysis of companies and stocks, the sectors that they are exposed to, as well as the country and regional
economic environment. Two investment ratings are offered for each stock, a Short-Term rating and a Long-term rating.

The Short-Term (ST) rating is based on the analyst’s best expectations on the shorter-term price movements of the stock. Short-Term is defined as any time up to six
months of the rating being applied to the stock. While shorter-term drivers could include quantifiable facts and figures, the analyst may also consider non-
quantifiable issues such as the analyst’s view on investor sentiment, potential news flow on the stock or the sector, or other issues which could impact share price
movements.

The Long-Term (LT) rating is based on the percentage upside or percentage downside of the stock price to the analyst’s Long Term Fair Value (LTFV). Long Term is
defined as any time period beyond 1 year. The LTFV is based on the analyst’s current expectations of the equity fair value of the company on a per share basis which
is normally based on rigorous and fundamental long-term analysis of the company’s financial potential. Of course, any such analysis is based on the analyst's
expectations for the future and are always considered estimates.

For both the Short-Term and Long-Term ratings for any investment covered in our research, the ratings are defined by the following ranges in percentage terms:

Rating % upside (downside)
Buy 25% and above
Accumulate 10 to 25%

Neutral (10%) to 10%

Reduce (10%) to (25%)

Sell (25%) or more downside

EFG-Hermes policy is to update research reports when appropriate based on material changes in a company'’s financial performance, the sector outlook, the general
economic outlook, or any other changes which could impact the analyst’s outlook or rating for the company. Share price volatility may cause a stock to move
outside of the longer-term rating range to which the original rating was applied. In such cases, the analyst will not necessarily need to adjust the rating for the stock
immediately. However, if a stock has been outside of its longer-term investment rating range consistently for 30 days or more, the analyst will be encouraged to
review the rating.

COPYRIGHT AND CONFIDENTIALITY

No part of this document may be reproduced without the written permission of EFG-Hermes. The information within this research report must not be disclosed to
any other person if and until EFG-Hermes has made the information publicly available.
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