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Meeting with CEO: Lithium Story is
(Quietly) Taking Off

L-T a focused Lithium & Catalyst company. Valuation a fair 11.6x EBITDA. Buy
Our meetings with Albemarle's CEO highlighted the compelling growth story in
lithium (the best story in chemicals, in our view), the company’s growing free
cashflow (8% FCF yield in '17) and Albemarle's long-term goal of becoming a
lithium and catalyst company. While near-term portfolio changes are unlikely in
Bromine (best option is run for cash to fund lithium growth for the next 3-5
years), options for Surface Treatment increase in late '17 as an onerous tax
clawback (on a sale) falls away. With our SOTP analysis strongly supportive of
our revised $72 PT and valuation a fair 11.6x '16E EBITDA, we reiterate Buy.

Meetings with CEO. Raising '17-"18E by $0.10 each to $4.30 and $4.90.

We hosted meetings with Albemarle CEO Luke Kissam and investors in NY and
Boston this week. To reflect growing confidence in lithium, we are raising our
‘17E & "18E by $0.10 each to $4.35, up 16%, and $4.90, up 13%, respectively.

Key takeaways

1) Q1 is firmly on track led by good growth in Lithium and solid growth in
Surface Treatment, including in China, where auto/industrial demand is above
expectations. The weakest region is Latin America where hydroprocessing
catalyst demand is down as refiners in Brazil and Venezuela have sharply
curtailed purchases. 2) Spot lithium carbonate prices in China of $21,000/m.t.
are "fiction" with no relation to prices Albemarle receives or its large battery
customers pay. Albemarle sells no spot lithium in China. The vast majority of
Albemarle's lithium is sold under annual contracts. We estimate Albemarle’s
battery grade lithium carbonate prices will be up ~15% in '16 to ~$6.900 (vs
$6,000 in '15). 3) All options for Bromine have been explored. A spin does not
work as it would increase Albemarle's leverage at a time when it is trying to
reduce leverage. A sale does not work as there are no strategic buyers and
private equity would likely only pay 7x. A JV does not work due to required
divestitures. As such, Albemarle is focused on running Bromine for cash for
the next 3-5 years and using the cash to fund organic growth in lithium. 4) A
sale of Surface Treatment would be much easier (and valuable) as evidenced
by last week’'s acquisition of Valspar for 15x EBITDA. However, with an
onerous tax clawback until 2H'17 (stemming from the tax free separation of
the business in '12), a sale before then is unlikely. 5) Assuming the recently
announced MOU with Chile is formalized, Albemarle’s next lithium capacity
will be a 20k m.t. plant in Chile. If it is built in La Negra, where Albemarle’s
new 20k m.t. lithium carbonate plant is ramping (commercial sales '17), the
cost would be <$200MM versus $220MM spent on the new plant. This next
increment of capacity should be on-stream in ‘20 and will increase Albemarle’s
Chilean lithium carbonate capacity to 64k m.t. (70k m.t. with debottlenecking)
plus 6k m.t. of US capacity. After Chile, Albemarle intends to bring on a 25k
m.t. lithium hydroxide (from spodumene) plant in '22-'23 at a cost or ~$300M.

|Forecasts And Ratios
Year End Dec 31 2015A 2016E 2017E 2018E
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Target Price: $72
Our PT is based on Albemarle trading at
11.6x 2017E EBITDA, in-line with its
current multiple. Risks: Bromine price
erosion, lower consumer electronics
demand, higher rare earths prices.
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Key Takeaways (cont.)

Total lithium capital spending over the next 6-7 years is project at $600MM. This
consists of i) slightly less than $200MM for a 20k m.t. plant in Chile ($250MM if the
plant is not built a the La Negra); ii) $25-$50MM of spending in the Salar de Atacama to
increase brine extraction and iii) $300MM for the spodumene conversion (to lithium
hydroxide) plant in Australia

Albemarle expects its 20k m.t. La Negra lithium carbonate expansion to begin
commercial sales in 2017 and be fully sold out in 3 years. Assuming 7k m.t./year of
additional lithium carbonate sales and a $5k/m.t. cash margin, La Negra would add
$35MM to Lithium EBITDA in ‘17 and $100MM-plus EBITDA by the time it is fully
ramped up. Lithium EBITDA totaled $213M in "15 and an estimated $250MM in "16.

Albemarle expects lithium growth as follows: i) technical (non-battery) grade
applications (for ceramics, glass, greases, organo-synthesis) (70-75% of its business,
65% of industry demand): GDP; ii) battery grade applications (25-30% of its business;
35% of industry): 8-10% for non-electric vehicles and 20-30% for electric vehicles.

The 20-30% projected growth in lithium for battery grade application in electric vehicles
is based on electric vehicles rising from 0.6% of global auto sales in 15 (550,000
vehicles, up 70% YoY) to 2% in 5-6 years. A 1% increase in auto penetration, would
increase lithium demand by ~50K m.t. while the new Tesla gigafactory is projected to
use 25-30K m.t. of lithium. This compares to global lithium demand in "15 of 175k m.t.
(growing 8-10%/year).

Albemarle is attempting to move its large lithium battery customers from 1-year
contracts to multi-year contracts with annual price resets. Customers are, for the
moment, resistant to the idea.

Albemarle is confident in fully realizing its 10% fluid cracking catalyst (FCC) price
increase (effective 3/15/2016) over 3 years (the standard length of FCCcontracts).
Despite concerns over Albemarle competitive behavior during the last (2013) FCC price
increase, Albemarle achieved 7-8% of the announced 10% price increase over 3 years.

Albemarle expects growth in catalyst will be more transaction / acquisition than organic
based

Figure 1: Lithium Application and carbonate content

Application Lithium Carbonate Content
Cell Phone 3 grams ~ 0.1 oz

Notebook 30 grams ~ 1.0 oz

Power Tool 30-40 grams ~ 1.0-1.4 oz
Hybrid (HEV) 3kWh 3.6 Ibs

Plug-in Hybrid (PHEV) 15kWh 26 Ibs

Electrical Vehicle (BEV) 25kWh 44 lbs

Tesla 85kWh 112 Ibs

Source: Albemarle

Figure 2: Market growth driven by Energy related applications
Application 2014 Market Size Growth Rate
Traditional Uses Glass/Ceramics 46KT GDP
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Li,CO5
Greases/Lubricants 18KT GDP LiOH
Chemical Synthesis 11KT GDP Li Organometallics fed by Li Metal LiCl

Source: Albemarle

Figure 3: Mass uptake in Battery markets
Consumer Electronics Transportation Energy Storage Consumer Devices
8-10% CAGR 20-30% CAGR >30% CAGR >15% CAGR

Source: Albemarle
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Figure 4: US Electric Vehicle Sales in Figure 5: US Electric Vehicle Sales in Figure 6: US Electric Vehicle Sales in
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Figure 7: New model launches in US Figure 8: New model launches in US Figure 9: New model launches in US
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Figure 10: Strong Electric Vehicle sales coupled with new model launches
driving Li-lon battery growth (in Million cells)
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Figure 11: Battery LCE Long-term demand outlook (in KT)

250 +

200 -

150 -

100 +

Consumer: 8-10%

2014 2019 2024

= Consumer = Transportation HRenewable
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Figure 12: Stationary Energy Storage revenues by technology ($ in Bn)
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Figure 13: 2014 Brine LCE Production split (98kT)
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Figure 14: 2014 Spodumene LCE Production split (62kT)
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Figure 15: Albemarle holds >35% of total LCE's mined
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Figure 16: Lithium concentration in Brine (amount in

ppm)
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Source: Albemarle

Figure 17: Li,O concentration in Hardrock
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Source: Albemarle

Figure 18: Lithium Resource Projects in Development

Company Project Status Category
Albemarle Pilot Plant
Orocobre (started 2007) Li,CO3; Market Production 2015 - 2016
Lithium Americas Pilot Plant .
o Brine
Galaxy Resources Feasibility
ADY Resources Feasibility
Rodinia Feasibility
Critical Elements Corporation Exploration
RB Energy Li,CO3 Shut-down Receivership Rock
oc
Nemaska Post Feasibility
Neometals (Reed Resources) Pilot
Western Lithium Demo Plant
Clay
Bacanora Minerals Feasibility

Source: Albemarle

Deutsche Bank Securities Inc.
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Exploration Feasibility Pilot Design Construction Production
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‘Figure 20: Strategic Investments is the key to meet market demand

Battery Grade Li,CO, Plant Planned Battery Grade Li Derivative Plant

« Located in La Negra, Chile « Will be the most technologically advanced
mineral conversion plant ever built

* Produces lowest-cost, highest-quality ' ggrit\?aﬁsgEal_?%%graan%eﬂ;tohﬁm
2 3

battery grade material in the industry

+ 20KT battery grade lithium carbonate

« Fed from the highest quality Spodumene
resource in the world

« Expected startup: 2020

- Start-up phase

Source: Albemarle

Figure 21: Albemarle Derivative Capacity in Chile
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Valuation

Our $72 price target is based on Albemarle trading at 11.6x 2017E EBITDA, in-line with
its current multiple. We believe this is appropriate given Albemarle's improved earnings
growth prospects, notably in Lithium, Refining Solutions and Surface Treatment. Our
$72 price target is supported by our Sum-of-the-Parts model (see below). This model
derives segment value based on peer group trading multiples as follows:

‘Figure 22: Albemarle Sum-of-the-Parts Valuation

2017 |
Segment 2017E EBITDA Multiple Enterprise Value Comment
Bromine 212 6.0x $1,273
Lithium 302 14.0x $4,227
PCS 107 12.7x $1,364 W.R. Grace multiple
Refining Solutions 240 12.7x $3,045 W.R. Grace multiple
Chemetall Surface Treatment 239 11.0x $2,639 PPG, AXTA
All Other 0 8.0x $0
Corporate (80) 9.0x ($720)
Total Firm Value $11,827
Less: Net Debt $2,602 Year-End '17
Plus: Options Proceeds from In-the-Money Options $44
Less: Underfunded Pension & OPEB Plans $443
Less: Environmental Remediation $35
Total Equity Value $8,791

Fully Diluted Shares Outstanding 112

SOTP Discount 7.5%

Source: Deutsche Bank

Risks

Key risks include price erosion in elemental bromine and brominated flame retardants, a
downturn in consumer electronics demand (a key end market for brominated flame
retardants) escalating rare earths prices and an inability to pass thru higher rare earths
and other metals prices in fluid catalytic cracking and hydroprocessing catalysts.

Page 10 Deutsche Bank Securities Inc.
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Figure 23: Albemarle Annual Income Statement, 2014-2018E ($ in millions, except per-share data)

2014 2015 2016E 2017E 2018E
Sales 2,502 3,651 3,357 3,487 3,723
% Change (4%) 46% (8%) 4% 7%
Cost of Goods Sold (1,698) (2,383) (2,072) (2,098) (2,208)
Gross Profit 804 1,269 1,285 1,389 1,515
Gross Margin 32.1% 34.7% 38.3% 39.8% 40.7%
% Change (2%) 58% 1% 8% 9%
Selling, General & Admin. (265) (555) (571) (593) (633)
SG&A/Sales 10.6% 15.2% 17.0% 17.0% 17.0%
% Change 1% 109% 3% 4% 7%
Research & Development (88) (103) (101) (105) (112)
R&D/Sales 3.5% 2.8% 3.0% 3.0% 3.0%
% Change 7% 16% (2%) 4% 7%
(SG&A+R&D)/Sales 14.1% 18.0% 20.0% 20.0% 20.0%
Operating Profit 450 611 613 691 770
Operating Margin 18.0% 16.7% 18.3% 19.8% 20.7%
% Change (5%) 36% 0% 13% 11%
Interest Expense (37) (126) (90) (86) (82)
Other Income 1 53 1 1 1
Pretax Income 414 538 524 606 689
Pretax Margin 16.6% 14.7% 15.6% 17.4% 18.5%
% Change (4%) 30% (3%) 16% 14%
Income Taxes (92) (135) (142) (158) (279)
Tax Rate 22.2% 25.1% 27.1% 26.0% 26.0%
Equity in Earnings of Affiliates 36 60 64 68 72
% Change 13% 68% 6% 6% 6%
Net Income Attributalbe to
Noncontrolling Interests (28) (25) (24) (25) (26)
Net Income 330 438 422 491 556
Net Margin 13.2% 12.0% 12.6% 14.1% 14.9%
% Change (4%) 33% (4%) 16% 13%
Basic Shares Outstanding 79 111 112 112 113
% Change (6%) 41% 1% 0% 0%
Diluted Shares Outstanding 79 112 113 113 113
ht % Change (6%) 41% 1% 0% 0%
Basic EPS $4.20 $3.94 $3.76 $4.37 $4.92
% Change 3% (6%) (5%) 16% 13%
Diluted EPS $4.17 $3.93 $3.75 $4.35 $4.90
% Change 3% (6%) (5%) 16% 13%

Source: Deutsche Bank estimates, company data

Deutsche Bank Securities Inc.
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Figure 24: Albemarle Quarterly Income Statement, 2015-2016E ($ in millions, except per-share data)
2015 2016E
Q1 Q2 Q3 Q4 YEAR Q1 Q2 Q3 Q4 YEAR
Sales 884 931 905 930 3,651 814 866 850 827 3,357
% Change 135% 54% 141% 155% 46% 92% (7%) 94% 89% (8%)
Cost of Goods Sold (586) (604) (586) (607) (2,383) (510) (525) (519) (517) (2,072)
Gross Profit 298 327 320 324 1,269 304 341 331 310 1,285
Gross Margin 33.7% 35.1% 35.3% 34.8% 34.7% 37.4% 39.4% 39.0% 37.5% 38.3%
% Change 52% 58% 54% 68% 58% 2% 4% 4% (4%) 1%
Selling, General & Administrative (139) (148) (138) (129) (555) (142) (152) (145) (132) (571)
SG&A/Sales 15.7% 15.9% 15.3% 13.9% 15.2% 17.5% 17.5% 17.0% 16.0% 17.0%
% Change 105% 119% 107% 105% 109% 3% 2% 5% 2% 3%
Research & Development (26) (25) (25) (26) (103) (24) (26) (26) (25) (101)
R&D/Sales 3.0% 2.7% 2.8% 2.8% 2.8% 3.0% 3.0% 3.0% 3.0% 3.0%
% Change 17% 15% 13% 20% 16% (8%) 3% 1% (4%) (2%)
(SG&A+R&D) % Change 83% 93% 83% 84% 86% 1% 2% 4% 1% 2%
(SG&A+R&D)/Sales 18.7% 18.7% 18.1% 16.7% 18.0% 20.5% 20.5% 20.0% 19.0% 20.0%
Operating Profit 133 154 156 169 611 137 164 161 153 613
Operating Margin 15.0% 16.5% 17.2% 18.1% 16.7% 16.9% 18.9% 19.0% 18.5% 18.3%
% Change 125% 131% 132% 156% 36% 103% 107% 103% 91% 0%
Interest and Financing Expenses (34) (33) (32) (26) (126) (23) (23) (22) (22) (90)
% Change 389% 280% 366% 248% 341% 67% (31%) 69% 84% (28%)
Other Income 54 1 0 (2) 53 0 0 0 0 1
Pretax Income 153 121 124 140 538 115 141 139 131 524
Pretax Margin 17.3% 13.0% 13.7% 15.0% 14.7% 14.1% 16.3% 16.4% 15.9% 15.6%
% Change 55% 13% 13% 43% 30% (25%) 17% 12% (6%) (3%)
Income Taxes (40) (34) (33) 27) (135) (31) (38) (38) (35) (142)
Tax Rate 26.3% 28.4% 26.9% 19.3% 25.1% 27.0% 27.0% 27.0% 27.0% 27.1%
Equity in Earnings of Affiliates 18 16 15 11 60 19 17 16 12 64
% Change 106% 48% 75% 45% 68% 6% 6% 6% 6% 6%
Net Income Attributalbe to

Noncontrolling Interests (4) (7) (5) (8) (25) (4) (7) (5) (8) (24)
Net Income 127 95 101 115 438 99 113 113 99 422
Net Margin 14.4% 10.2% 11.1% 12.4% 12.0% 12.2% 13.0% 13.3% 12.0% 12.6%
% Change 66% 10% 12% 49% 33% (22%) 19% 12% (14%) (4%)
Basic Shares Outstanding 108.1 112.2 112.2 112.2 111.2 112.2 112.2 112.2 112.2 112.2
% Change 36% 43% 43% 44% 41% 4% 0% 0% (0%) 1%
Diluted Shares Outstanding 108.5 112.6 112.5 112.6 111.6 112.6 112.6 112.6 112.6 112.6
% Change 35% 42% 43% 43% 41% 4% (0%) 0% (0%) 1%
Basic EPS $1.18 $0.85 $0.90 $1.03 $3.94 $0.88 $1.00 $1.01 $0.89 $3.76
% Change 23% (23%) (22%) 4% (6%) (25%) 19% 12% (14%) (5%)
Diluted EPS $1.17 $0.84 $0.89 $1.03 $3.93 $0.88 $1.00 $1.00 $0.88 $3.75
% Change 23% (23%) (21%) 4% (6%) (25%) 19% 12% (14%) (5%)

Source: Deutsche Bank estimates, company data
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Figure 25: Albemarle Annual Segment Income Statement, 2014-2018E ($ in millions, except per-share data)

2014 2015 2016E 2017E 2018E
Sales
Performance Chemicals
Bromine 809 776 723 752 782
% Change (6%) (4%) (7%) 4% 4%
Lithium 474 509 577 675 783
% Change (1%) 7% 13% 17% 16%
PCs 313 326 332 345 359
% Change 9% 4% 2% 4% 1%
Performance Chemicals 1,596 1,610 1,632 1,773 1,925
% Change (2%) 1% 1% 9% 9%
Refining Solutions 852 729 728 772 818
% Change 10% (14%) (0%) 6% 6%
Chemetall Surface Treatment 827 825 897 933 970
% Change 7% (0%) 9% 4% 4%
All Other 585 471 90
% Change (1%) (19%)
Corporate 11 15 10 10 10
% Change (22%) 45% (35%) 0% 0%
Total Sales 3,870 3,651 3,357 3,487 3,723
% Change 3% (6%) (8%) 4% 7%
EBITDA
Performance Chemicals
Bromine 225 223 200 212 225
EBITDA Margin 27.8% 28.7% 27.7% 28.2% 28.7%
% Change (21%) (1%) (10%) 6% 6%
Lithium 180 213 250 302 345
EBITDA Margin 37.9% 42.0% 43.3% 44.7% 44.0%
% Change -3% 19% 17% 21% 14%
PCs 82 99 102 107 112
EBITDA Margin 26.1% 30.5% 30.8% 31.1% 31.3%
% Change 2% 22% 3% 5% 5%
Performance Chemicals 487 536 553 621 682
EBITDA Margin 30.5% 33.3% 33.9% 35.1% 35.4%
% Change -11% 10% 3% 12% 10%
Refining Solutions 257 198 220 240 258
EBITDA Margin 30.1% 27.1% 30.3% 31.1% 31.6%
% Change 35% (23%) 12% 9% 8%
Chemetall Surface Treatment 194 202 226 239 253
EBITDA Margin 23.5% 24.5% 25.2% 25.6% 26.0%
% Change 9% 4% 12% 6% 6%
All Other 98 54 14
EBITDA Margin 16.8% 11.5%
% Change 3% (45%)
Corporate (127) (30) (80) (80) (80)
% Change (2%) (77%) 168% 0% 0%
Total EBITDA 908 959 934 1,020 1,112
EBITDA Margin 23% 26% 28% 29% 30%
% Change 3% 6% (3%) 9% 9%
Interest expense (126) (90) (86) (82)
% Change (28%) (4%) (5%)
Other 0 1 1 1
Pretax Income 574 554 649 735
Pretax Margin 15.7% 16.5% 18.6% 19.7%
% Change (3%) 17% 13%
Income Taxes (135) (142) (158) (179)
Tax Rate 23.5% 25.6% 24.3% 24.4%
Net Income 438 412 491 556
Net Margin 12.0% 12.3% 14.1% 14.9%
% Change (6%) 19% 13%
Basic Shares Outstanding 79 111 112 112 113
% Change (6%) 41% 1% 0% 0%
Diluted Shares Outstanding 79 112 113 113 113
ht % Change (6%) 41% 1% 0% 0%
Basic EPS $4.20 $3.94 $3.76 $4.37 $4.92
% Change 3% (6%) (5%) 16% 13%
Diluted EPS $4.17 $3.93 $3.75 $4.35 $4.90
% Change 3% (6%0) (5%) 16% 13%

Source: Deutsche Bank estimates, company data
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Figure 26: Albemarle Quarterly Segment Income Statement, 2015-2016E ($ in millions, except per-share data)

2015 2016E
Q1 Q2 Q3 Q4 YEAR Q1 Q2 Q3 Q4 YEAR
Sales
Performance Chemicals
Bromine 190 224 191 171 776 174 186 196 166 723
% Change (7%) 14% (14%) (9%) (4%) (8%) (17%) 3% (3%) (7%)
Lithium 114 127 128 139 509 133 141 145 158 577
% Change (1%) 9% 10% 12% 7% 16% 11% 13% 14% 13%
PCS 84 86 80 75 326 84 88 83 78 332
% Change 15% 2% 3% (3%) 4% (1%) 2% 3% 4% 2%
Performance Chemicals 388 437 400 385 1,610 391 415 424 403 1,632
% Change (1%) 10% (4%) (1%) 1% 1% (5%) 6% 4% 1%
Refining Solutions 179 165 185 200 729 165 168 189 206 728
% Change (8%) (20%) (15%) (14%) (14%) (8%) 2% 2% 3% (0%)
Chemetall Surface Treatment 192 213 212 208 825 211 237 235 214 897
% Change (6%) 0% 1% 3% (0%) 10% 11% 11% 3% 9%
All Other 122 113 102 133 471 45 45 - - 90
% Change (24%) (24%) (32%) 8% (19%)
Corporate 2 3 6 3 15 2 2 2 4 10
% Change (22%) 2% 127% 136% 45% (17%) (40%) (69%) 21% (35%)
Total Sales 884 931 905 930 3,651 814 866 850 827 3,357
% Change (7%) (4%) (9%) (2%) (6%) (8%) (7%) (6%) (11%) (8%)
EBITDA
Performance Chemicals
Bromine 53 69 59 42 223 48 55 57 41 200
EBITDA Margin 27.9% 30.7% 30.8% 24.6% 28.7% 27.5% 29.5% 29.0% 24.4% 27.7%
% Change (7%) 31% (6%) (21%) (1%) (9%) (20%) (3%) (4%) (10%)
Lithium 51 54 52 57 213 60 61 60 69 250
EBITDA Margin 44.2% 42.2% 40.6% 41.1% 42.0% 45.0% 43.5% 41.5% 43.5% 43.3%
% Change 21% 26% 14% 15% 19% 18% 14% 16% 21% 17%
PCSs 27 26 25 21 99 27 27 26 22 102
EBITDA Margin 32.0% 30.6% 31.5% 27.7% 30.5% 32.5% 31.0% 31.5% 28.0% 30.8%
% Change 62% 8% 26% 2% 22% 0% 3% 3% 5% 3%
Performance Chemicals 131 149 136 120 536 135 143 143 131 553
EBITDA Margin 33.6% 34.0% 34.1% 31.2% 33.3% 34.5% 34.6% 33.8% 32.6% 33.9%
% Change 13% 24% 6% (3%) 10% 3% (4%) 5% 9% 3%
Refining Solutions 42 48 55 53 198 45 55 60 60 220
EBITDA Margin 23.5% 29.3% 29.5% 26.3% 27.1% 27.3% 33.0% 32.0% 28.9% 30.3%
% Change (31%) (28%) (12%) (22%) (23%) 7% 15% 11% 13% 12%
Chemetall Surface Treatment 46 48 54 54 202 55 57 59 56 226
EBITDA Margin 23.9% 22.7% 25.4% 25.8% 24.5% 26.0% 24.0% 24.9% 26.2% 25.2%
% Change (1%) (1%) 5% 13% 4% 19% 17% 9% 4% 12%
All Other 14 10 6 24 54 7 7 14
EBITDA Margin 11.1% 8.6% 6.1% 18.3% 11.5%
% Change (51%) (66%) (77%) 66% (45%)
Corporate 33 (25) (16) (22) (30) (20) (20) (20) (20) (80)
% Change (198%) (25%) (51%) (19%) (77%) (160%) (20%) 26% (10%) 168%
Total EBITDA 266 230 235 229 959 222 243 242 227 934
EBITDA Margin 30.0% 24.7% 26.0% 24.6% 26.3% 27.3% 28.0% 28.5% 27.4% 27.8%
% Change 23% (0%) (1%) 1% 6% (17%) 5% 3% (1%) (3%)
Interest and Financing Expenses (34) (33) (32) (26) (126) (23) (23) (22) (22) (90)
% Change (33%) (31%) (31%) (16%) (28%)
Other 0 0 0 0 0 0 0 0 0 1
Pretax Income 167 129 134 143 574 130 151 151 135 564
Pretax Margin 18.9% 13.9% 14.8% 15.3% 15.7% 16.0% 17.4% 17.7% 16.3% 16.8%
% Change (2%)
Income Taxes (40) (34) (33) 27) (135) (31) (38) (38) (35) (142)
Tax Rate 24.0% 26.6% 24.9% 19.0% 23.5% 23.8% 25.3% 25.0% 26.3% 25.2%
Net Income 127 95 101 116 438 99 113 113 99 422
Net Margin 14.4% 10.2% 11.1% 12.4% 12.0% 12.2% 13.0% 13.3% 12.0% 12.6%
% Change (4%)
Basic Shares Outstanding 108.1 112.2 112.2 112.2 111.2 112.2 112.2 112.2 112.2 112.2
% Change 36% 43% 43% 44% 41% 4% 0% 0% (0%) 1%
Diluted Shares Outstanding 108.5 112.6 112.5 112.6 111.6 112.6 112.6 112.6 112.6 112.6
% Change 35% 42% 43% 43% 41% 4% (0%) 0% (0%) 1%
Basic EPS $1.18 $0.85 $0.90 $1.03 $3.94 $0.88 $1.00 $1.01 $0.89 $3.76
% Change 23% (23%) (22%) 4% (6%) (25%) 19% 12% (14%) (5%)
Diluted EPS $1.17 $0.84 $0.89 $1.03 $3.93 $0.88 $1.00 $1.00 $0.88 $3.75
% Change 23% (23%) (21%) 4% (6%) (25%) 19% 12% (14%) (5%)

Source: Deutsche Bank estimates, company data
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Figure 27: Albemarle Annual Cash Flow Statement, 2014-2018E ($ in millions,

except per-share data)

2014 2015 2016E 2017E 2018E
Operating Activities:
Adjustments to Reconcile Net
Income to Cash From Operations
Net Income $161 $360 $422 $491 $556
Depreciation and Amortization 104 260 280 290 300
Restructuring Charges 6 (7)
Loss (Gain) on Sale of Business 86
Stock-Based Compensation 14 15 16 17 18
Excess Tax Benefit Realized from
Stock-Based Compensation Arrangements Q) (0)
Equity in Net Income of Unconsolidated
Investments (36) (31) (34) (38) (42)
Dividends Received from Unconsolidated
Investments and Nonmarketable Securities 41 60 63 66 69
Pension and Postretirement Expense 134 (39)
Pension and Postretirement Contributions (14) (22) (20) (20) (20)
Deferred Income Taxes (65) (136) 88 78 58
Unrealized Gain on Investments in
Marketable Securities (D] (1)
Other (110) (25) (25)
Change in Assets and Liabilities
Working Capital (Increases) 57 (42) 1) (25) (54)
Other 7 (57) 0 0 0
Cash Flow From Operations 493 361 705 835 861
Free Cash Flow
Cash Flow From Operations 493 361 705 835 861
Less: Capital Expenditures (111) (228) (235) (244) (279)
Free Cash Flow 382 133 470 591 581
Investing Activities:
Capital Expenditures (111) (228) (235) (244) (279)
Acquisitions (2,100)
Divestitures 105 9 250
Decrease in Restricted Cash 58
Investments in Marketable Securities 1 1
Long-Term Advances to Joint Ventures @] 2
Return of Capital from Unconsolidated
Investment 98
Other (33)
Total Investing Activities (46) (2,161) 15 (244) (279)
Financing Activities:
Increase (Decrease) in Debt 1,876 (322) (588) (448) (427)
Issue (Repurchase) of Common Stock
Dividends (84) (119) (132) (143) (154)
Dividends Paid to Noncontrolling Interests (16) (23)
Purchase of Non-Controlling Interest (5)
Repurchases of Common Stock (150)
Proceeds from Exercise of Stock Options 3 1
Excess tax benefits realized from stock-based
compensation arrangements 1 0
Withholding taxes paid on stock-based
compensation award distributions ) 2)
Debt financing costs (18) (5)
Other (4)
Total Financing Activities 1,609 (478) (720) (591) (581)
Effect of Exchange Rate Changes (43) 2
Net Increase (Decrease) in Cash 2,013 (2,276) 0 0 0

Source: Deutsche Bank estimates, company data
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Figure 28: Albemarle Annual Balance Sheet, 2014-2018E ($ in millions, except per-share data)

2014 2015 2016E 2017E 2018E
Assets
Current Assets
Cash and Equivalents $2,490 $214 $214 $214 $214
Accounts Receivable 435 633 555 577 616
Inventories 358 509 519 525 553
Other Current Assets 66 71 71 71 71
Assets Held for Sale 404 404 404 404
Total Current Assets 3,349 1,831 1,763 1,791 1,858
Property, Plant & Equipment 1,232 2,485 2,127 2,014 1,924
Investments 194 455 455 455 455
Goodwill & Other Intangibles 287 4,627 4,627 4,627 4,627
Other Assets 161 217 361 423 490
Total Assets 5,223 9,615 9,333 9,311 9,355
Liabilities & Stockholders' Equity
Current Liabilities
Current Portion L/T Debt 711 677 677 677 677
Accounts Payable 232 307 238 241 254
Accrued Expenses 166 402 402 402 402
Dividends Payable 21 32 32 32 32
Liabilities Held for Sale 129 129 129 129
Income Taxes 9 69 69 69 69
Total Current Liabilities 1,140 1,617 1,548 1,551 1,564
Long-Term Debt 2,223 3,175 2,586 2,138 1,711
Other Liabilities 315 686 682 679 678
Deferred Income Taxes 57 736 824 902 960
Stockholders' Equity
Common Shares 1 1 1 1 1
Additional Paid-in Capital 10 2,059 2,059 2,059 2,059
Accumulated Other Comp. Income (Loss) (62) (421) (421) (421) (421)
Retained Earnings 1,411 1,615 1,906 2,254 2,656
Treasury Stock 0 0 0
Total Common Stockholders' Equity 1,359 3,254 3,545 3,893 4,295
Noncontrolling Interests 129 147 147 147 147
Total Equity 1,489 3,401 3,691 4,040 4,442
Total Liabilities & Stockholders' Equity $5,223 $9,615 $9,333 $9,311 $9,355

Source: Deutsche Bank estimates, company data
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Important Disclosures
Additional information available upon request

|Disclosure checklist
Company Ticker Recent price* Disclosure

Albemarle ALB.N 63.93 (USD) 31 Mar 16 6,9,14

*Prices are current as of the end of the previous trading session unless otherwise indicated and are sourced from local exchanges via Reuters, Bloomberg and other vendors . Other
information is sourced from Deutsche Bank, subject companies, and other sources. For disclosures pertaining to recommendations or estimates made on securities other than the
primary subject of this research, please see the most recently published company report or visit our global disclosure look-up page on our website at
http://gm.db.com/ger/disclosure/DisclosureDirectory.eqsr.

Important Disclosures Required by U.S. Regulators

Disclosures marked with an asterisk may also be required by at least one jurisdiction in addition to the United States.
See Important Disclosures Required by Non-US Regulators and Explanatory Notes.

6. Deutsche Bank and/or its affiliate(s) owns one percent or more of any class of common equity securities of this
company calculated under computational methods required by US law.

14. Deutsche Bank and/or its affiliate(s) has received non-investment banking related compensation from this company
within the past year.

Important Disclosures Required by Non-U.S. Regulators
Please also refer to disclosures in the Important Disclosures Required by US Regulators and the Explanatory Notes.

6. Deutsche Bank and/or its affiliate(s) owns one percent or more of any class of common equity securities of this
company calculated under computational methods required by US law.

9. Deutsche Bank and/or its affiliate(s) owns one percent or more of any class of common equity securities of this
company calculated under computational methods required by India law.

For disclosures pertaining to recommendations or estimates made on securities other than the primary subject of this
research, please see the most recently published company report or visit our global disclosure look-up page on our
website at http://gm.db.com/ger/disclosure/Disclosure.eqsr?ricCode=ALB.N

Analyst Certification

The views expressed in this report accurately reflect the personal views of the undersigned lead analyst(s) about the
subject issuer and the securities of the issuer. In addition, the undersigned lead analyst(s) has not and will not receive
any compensation for providing a specific recommendation or view in this report. David Begleiter
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|Historica| recommendations and target price: Albemarle (ALB.N)

(as of 3/31/2016)
80.00 Previous Recommendations
70.00 Strong Buy
Buy
Market Perform
60.00 A Underperform
Not Rated
g 50.00 Suspended Rating
& Current Recommendations
£ 40.00
3 Buy
o
Hold
& 30.00 | Sell
Not Rated
20.00 Suspended Rating
*New Recommendation Structure
10.00 A as of September 9,2002
0.00 T T T T T T T T T
Apr13 Jul13 Oct13 Jan14 Apri14 Jul14 (:att1e4 Jan15 Apr15 Jul15 Oct15 Jan16
1. 04/19/2013: Hold, Target Price Change USD63.00 8. 10/06/2014: Upgrade to Buy, USD67.00
2. 07/19/2013: Hold, Target Price Change USD65.00 9. 02/13/2015: Buy, Target Price Change USD60.00
3. 10/18/2013: Hold, Target Price Change USD72.00 10. 05/08/2015: Buy, Target Price Change USD70.00
4. 12/18/2013: Hold, Target Price Change USD70.00 11. 08/07/2015: Buy, Target Price Change USD62.00
5. 04/21/2014: Hold, Target Price Change USD72.00 12. 09/16/2015: Buy, Target Price Change USD55.00
6. 07/16/2014: Hold, Target Price Change USD75.00 13. 02/19/2016: Buy, Target Price Change USD62.00
7. 08/01/2014: Hold, Target Price Change USD67.00

Equity rating key

Buy: Based on a current 12- month view of total
share-holder return (TSR = percentage change in
share price from current price to projected target price
plus pro-jected dividend yield ) , we recommend that
investors buy the stock.

Sell: Based on a current 12-month view of total share-
holder return, we recommend that investors sell the
stock

Hold: We take a neutral view on the stock 12-months
out and, based on this time horizon, do not
recommend either a Buy or Sell.

Newly issued research recommendations and target
prices supersede previously published research.
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Regulatory Disclosures

1.Important Additional Conflict Disclosures

Aside from within this report, important conflict disclosures can also be found at https://gm.db.com/equities under the
"Disclosures Lookup" and "Legal" tabs. Investors are strongly encouraged to review this information before investing.

2.Short-Term Trade ldeas

Deutsche Bank equity research analysts sometimes have shorter-term trade ideas (known as SOLAR ideas) that are
consistent or inconsistent with Deutsche Bank's existing longer term ratings. These trade ideas can be found at the
SOLAR link at http://gm.db.com.
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Additional Information

The information and opinions in this report were prepared by Deutsche Bank AG or one of its affiliates (collectively
"Deutsche Bank"). Though the information herein is believed to be reliable and has been obtained from public sources
believed to be reliable, Deutsche Bank makes no representation as to its accuracy or completeness.

If you use the services of Deutsche Bank in connection with a purchase or sale of a security that is discussed in this
report, or is included or discussed in another communication (oral or written) from a Deutsche Bank analyst, Deutsche
Bank may act as principal for its own account or as agent for another person.

Deutsche Bank may consider this report in deciding to trade as principal. It may also engage in transactions, for its own
account or with customers, in a manner inconsistent with the views taken in this research report. Others within
Deutsche Bank, including strategists, sales staff and other analysts, may take views that are inconsistent with those
taken in this research report. Deutsche Bank issues a variety of research products, including fundamental analysis,
equity-linked analysis, quantitative analysis and trade ideas. Recommendations contained in one type of communication
may differ from recommendations contained in others, whether as a result of differing time horizons, methodologies or
otherwise. Deutsche Bank and/or its affiliates may also be holding debt securities of the issuers it writes on.

Analysts are paid in part based on the profitability of Deutsche Bank AG and its affiliates, which includes investment
banking revenues.

Opinions, estimates and projections constitute the current judgment of the author as of the date of this report. They do
not necessarily reflect the opinions of Deutsche Bank and are subject to change without notice. Deutsche Bank has no
obligation to update, modify or amend this report or to otherwise notify a recipient thereof if any opinion, forecast or
estimate contained herein changes or subsequently becomes inaccurate. This report is provided for informational
purposes only. It is not an offer or a solicitation of an offer to buy or sell any financial instruments or to participate in any
particular trading strategy. Target prices are inherently imprecise and a product of the analyst’s judgment. The financial
instruments discussed in this report may not be suitable for all investors and investors must make their own informed
investment decisions. Prices and availability of financial instruments are subject to change without notice and
investment transactions can lead to losses as a result of price fluctuations and other factors. If a financial instrument is
denominated in a currency other than an investor's currency, a change in exchange rates may adversely affect the
investment. Past performance is not necessarily indicative of future results. Unless otherwise indicated, prices are
current as of the end of the previous trading session, and are sourced from local exchanges via Reuters, Bloomberg and
other vendors. Data is sourced from Deutsche Bank, subject companies, and in some cases, other parties.

Macroeconomic fluctuations often account for most of the risks associated with exposures to instruments that promise
to pay fixed or variable interest rates. For an investor who is long fixed rate instruments (thus receiving these cash
flows), increases in interest rates naturally lift the discount factors applied to the expected cash flows and thus cause a
loss. The longer the maturity of a certain cash flow and the higher the move in the discount factor, the higher will be the
loss. Upside surprises in inflation, fiscal funding needs, and FX depreciation rates are among the most common adverse
macroeconomic shocks to receivers. But counterparty exposure, issuer creditworthiness, client segmentation, regulation
(including changes in assets holding limits for different types of investors), changes in tax policies, currency
convertibility (which may constrain currency conversion, repatriation of profits and/or the liquidation of positions), and
settlement issues related to local clearing houses are also important risk factors to be considered. The sensitivity of fixed
income instruments to macroeconomic shocks may be mitigated by indexing the contracted cash flows to inflation, to
FX depreciation, or to specified interest rates — these are common in emerging markets. It is important to note that the
index fixings may -- by construction -- lag or mis-measure the actual move in the underlying variables they are intended
to track. The choice of the proper fixing (or metric) is particularly important in swaps markets, where floating coupon
rates (i.e., coupons indexed to a typically short-dated interest rate reference index) are exchanged for fixed coupons. It is
also important to acknowledge that funding in a currency that differs from the currency in which coupons are
denominated carries FX risk. Naturally, options on swaps (swaptions) also bear the risks typical to options in addition to
the risks related to rates movements.
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Derivative transactions involve numerous risks including, among others, market, counterparty default and illiquidity risk.
The appropriateness or otherwise of these products for use by investors is dependent on the investors' own
circumstances including their tax position, their regulatory environment and the nature of their other assets and
liabilities, and as such, investors should take expert legal and financial advice before entering into any transaction similar
to or inspired by the contents of this publication. The risk of loss in futures trading and options, foreign or domestic, can
be substantial. As a result of the high degree of leverage obtainable in futures and options trading, losses may be
incurred that are greater than the amount of funds initially deposited. Trading in options involves risk and is not suitable
for all investors. Prior to buying or selling an option investors must review the "Characteristics and Risks of Standardized
Options”, at http://www.optionsclearing.com/about/publications/character-risks.jsp. If you are unable to access the
website please contact your Deutsche Bank representative for a copy of this important document.

Participants in foreign exchange transactions may incur risks arising from several factors, including the following: ( i)
exchange rates can be volatile and are subject to large fluctuations; ( ii) the value of currencies may be affected by
numerous market factors, including world and national economic, political and regulatory events, events in equity and
debt markets and changes in interest rates; and (iii) currencies may be subject to devaluation or government imposed
exchange controls which could affect the value of the currency. Investors in securities such as ADRs, whose values are
affected by the currency of an underlying security, effectively assume currency risk.

Unless governing law provides otherwise, all transactions should be executed through the Deutsche Bank entity in the
investor's home jurisdiction.

United States: Approved and/or distributed by Deutsche Bank Securities Incorporated, a member of FINRA, NFA and
SIPC. Analysts employed by non-US affiliates may not be associated persons of Deutsche Bank Securities Incorporated
and therefore not subject to FINRA regulations concerning communications with subject companies, public appearances
and securities held by analysts.

Germany: Approved and/or distributed by Deutsche Bank AG, a joint stock corporation with limited liability incorporated
in the Federal Republic of Germany with its principal office in Frankfurt am Main. Deutsche Bank AG is authorized under
German Banking Law and is subject to supervision by the European Central Bank and by BaFin, Germany's Federal
Financial Supervisory Authority.

United Kingdom: Approved and/or distributed by Deutsche Bank AG acting through its London Branch at Winchester
House, 1 Great Winchester Street, London EC2N 2DB. Deutsche Bank AG in the United Kingdom is authorised by the
Prudential Regulation Authority and is subject to limited regulation by the Prudential Regulation Authority and Financial
Conduct Authority. Details about the extent of our authorisation and regulation are available on request.

Hong Kong: Distributed by Deutsche Bank AG, Hong Kong Branch.

India: Prepared by Deutsche Equities Private Ltd, which is registered by the Securities and Exchange Board of India
(SEBI) as a stock broker. Research Analyst SEBI Registration Number is INHO00001741. DEIPL may have received
administrative warnings from the SEBI for breaches of Indian regulations.

Japan: Approved and/or distributed by Deutsche Securities Inc.(DSI). Registration number - Registered as a financial
instruments dealer by the Head of the Kanto Local Finance Bureau (Kinsho) No. 117. Member of associations: JSDA,
Type Il Financial Instruments Firms Association and The Financial Futures Association of Japan. Commissions and risks
involved in stock transactions - for stock transactions, we charge stock commissions and consumption tax by
multiplying the transaction amount by the commission rate agreed with each customer. Stock transactions can lead to
losses as a result of share price fluctuations and other factors. Transactions in foreign stocks can lead to additional
losses stemming from foreign exchange fluctuations. We may also charge commissions and fees for certain categories
of investment advice, products and services. Recommended investment strategies, products and services carry the risk
of losses to principal and other losses as a result of changes in market and/or economic trends, and/or fluctuations in
market value. Before deciding on the purchase of financial products and/or services, customers should carefully read the
relevant disclosures, prospectuses and other documentation. "Moody's", "Standard & Poor's", and "Fitch" mentioned in
this report are not registered credit rating agencies in Japan unless Japan or "Nippon" is specifically designated in the
name of the entity. Reports on Japanese listed companies not written by analysts of DSI are written by Deutsche Bank

Deutsche Bank Securities Inc. Page 21


http://www.optionsclearing.com/about/publications/character-risks.jsp

1 April 2016

Chemicals / Specialty /
Albemarle

Group's analysts with the coverage companies specified by DSI. Some of the foreign securities stated on this report are
not disclosed according to the Financial Instruments and Exchange Law of Japan.

Korea: Distributed by Deutsche Securities Korea Co.

South Africa: Deutsche Bank AG Johannesburg is incorporated in the Federal Republic of Germany (Branch Register
Number in South Africa: 1998/003298/10).

Singapore: by Deutsche Bank AG, Singapore Branch or Deutsche Securities Asia Limited, Singapore Branch (One Raffles
Quay #18-00 South Tower Singapore 048583, +65 6423 8001), which may be contacted in respect of any matters
arising from, or in connection with, this report. Where this report is issued or promulgated in Singapore to a person who
is not an accredited investor, expert investor or institutional investor (as defined in the applicable Singapore laws and
regulations), they accept legal responsibility to such person for its contents.

Taiwan: Information on securities/investments that trade in Taiwan is for your reference only. Readers should
independently evaluate investment risks and are solely responsible for their investment decisions. Deutsche Bank
research may not be distributed to the Taiwan public media or quoted or used by the Taiwan public media without
written consent. Information on securities/instruments that do not trade in Taiwan is for informational purposes only and
is not to be construed as a recommendation to trade in such securities/instruments. Deutsche Securities Asia Limited,
Taipei Branch may not execute transactions for clients in these securities/instruments.

Qatar: Deutsche Bank AG in the Qatar Financial Centre (registered no. 00032) is regulated by the Qatar Financial Centre
Regulatory Authority. Deutsche Bank AG - QFC Branch may only undertake the financial services activities that fall
within the scope of its existing QFCRA license. Principal place of business in the QFC: Qatar Financial Centre, Tower,
West Bay, Level 5, PO Box 14928, Doha, Qatar. This information has been distributed by Deutsche Bank AG. Related
financial products or services are only available to Business Customers, as defined by the Qatar Financial Centre
Regulatory Authority.

Russia: This information, interpretation and opinions submitted herein are not in the context of, and do not constitute,
any appraisal or evaluation activity requiring a license in the Russian Federation.

Kingdom of Saudi Arabia: Deutsche Securities Saudi Arabia LLC Company, (registered no. 07073-37) is regulated by the
Capital Market Authority. Deutsche Securities Saudi Arabia may only undertake the financial services activities that fall
within the scope of its existing CMA license. Principal place of business in Saudi Arabia: King Fahad Road, Al Olaya
District, P.O. Box 301809, Faisaliah Tower - 17th Floor, 11372 Riyadh, Saudi Arabia.

United Arab Emirates: Deutsche Bank AG in the Dubai International Financial Centre (registered no. 00045) is regulated
by the Dubai Financial Services Authority. Deutsche Bank AG - DIFC Branch may only undertake the financial services
activities that fall within the scope of its existing DFSA license. Principal place of business in the DIFC: Dubai
International Financial Centre, The Gate Village, Building 5, PO Box 504902, Dubai, U.A.E. This information has been
distributed by Deutsche Bank AG. Related financial products or services are only available to Professional Clients, as
defined by the Dubai Financial Services Authority.

Australia: Retail clients should obtain a copy of a Product Disclosure Statement (PDS) relating to any financial product
referred to in this report and consider the PDS before making any decision about whether to acquire the product. Please
refer to Australian specific research disclosures and related information at
https://australia.db.com/australia/content/research-information.html

Australia and New Zealand: This research, and any access to it, is intended only for "wholesale clients" within the
meaning of the Australian Corporations Act and New Zealand Financial Advisors Act respectively.

Additional information relative to securities, other financial products or issuers discussed in this report is available upon
request. This report may not be reproduced, distributed or published without Deutsche Bank's prior written consent.
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