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1. Continental Capital Market Milestone

The proposed initial public offering of Dangote Petroleum Refinery and Petrochemicals
FZE could become one of the most significant equity events in African capital market
history. If completed at a targeted valuation of approximately $40 billion to $50 billion,
the transaction would test the depth of Nigeria’s capital markets and the capacity of
regional investors to absorb a mega-cap industrial listing.

The proposed listing would also mark a strategic shift in the financing of African
infrastructure. Rather than relying primarily on offshore debt or foreign strategic capital,
the IPO would seek to broaden ownership of a major industrial asset among domestic,
regional, and international public-market investors.

Metric Detail
Target valuation $40 billion-$50 billion
Planned capital raise Up to $5 billion

Indicative equity float ~ 5%-10%

650,000 barrels per

Processing capacity day

Primary listing venue Nigerian Exchange

Indicative listing

) Mid-to-late 2026
window

Core investment thesis

The investment case rests on three pillars.

First, scale. With a name plate capacity of 650,000 barrels per day, the refinery is one of
the largest refining assets globally and the largest single-train refinery. Its scale should
allow it to compete more effectively against imported refined products, particularly if
feedstock access, logistics, and plant utilization remain stable.

Second, import substitution. The refinery has the potential to reduce Nigeria’s
dependence on imported petrol, diesel, aviation fuel, and other refined products. Over
time, this could ease pressure on foreign exchange reserves, improve domestic fuel
supply security, and position Nigeria as a regional supplier of refined petroleum
products.

Third, operational maturity. Unlike early-stage infrastructure projects, the refinery is
already operational. This gives prospective investors exposure to a tangible industrial
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asset with existing revenue potential, rather than a purely speculative development
project.

2. Operational Profile: Scale and Output Dynamics

The refinery’s single-train configuration is central to its strategic value. By concentrating
processing capacity within a single large-scale system, the facility is designed to
capture economies of scale, reduce per-barrel operating costs, and improve production
efficiency relative to smaller or older refining assets.

The plant produces a range of refined and petrochemical products, including:

*  Premium Motor Spirit, commonly referred to as petrol.
*  Automotive Gas Oil, or diesel.

*  Dual Purpose Kerosene, including aviation fuel.

*  Polypropylene and other petrochemical outputs.

These products provide exposure to both domestic demand and export markets.
Domestic fuel demand offers a natural baseline for revenue, while exports create
access to hard-currency earnings and reduce reliance on the Nigerian consumer market
alone.

The refinery’s export potential is particularly important. If the facility can sustain
consistent output, meet international product specifications, and secure reliable crude
supply, it could become a major supplier to West Africa and selected offshore markets.
This would strengthen its role as both a Nigerian industrial asset and a regional energy
platform.

3. Transaction Architecture: The Dual-Currency Dividend Model

One of the most important proposed features of the IPO is a dual-currency dividend
structure. Under this model, investors may subscribe in naira while potentially receiving
dividends in US dollars, subject to regulatory approval, company policy, and available
hard-currency earnings.

This structure is significant because currency risk is one of the largest concerns for both
Nigerian and offshore investors. A dollar-linked dividend mechanism could make the
offering more attractive by aligning shareholder returns with the refinery’s export
revenues.

Use of proceeds

The planned capital raise is expected to support the group’s broader Vision 2030
expansion strategy. Potential areas of investment include:
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*  Expanding refining capacity over time.

*  Scaling petrochemical production.

* Increasing fertilizer output.

*  Supporting related industrial projects across Africa.

If executed successfully, this strategy could transform the Dangote industrial platform
from a primarily Nigerian infrastructure champion into a broader pan-African
manufacturing and energy group.

Investor demand

Pre-IPO interest appears to be substantial, particularly among domestic institutions,
pension funds, high-net-worth investors, and strategic investors seeking exposure to
Nigeria’s energy transition from import dependence to domestic refining. However, the
final level of demand will depend on pricing, regulatory approvals, dividend policy,
market liquidity, and investor confidence in governance standards.

4. Macroeconomic Impact: From Import Dependency to Export Capacity

The refinery could play a major role in Nigeria’s macroeconomic adjustment. For
decades, the country has exported crude oil while importing large volumes of refined
petroleum products. This structure has created pressure on foreign reserves, exposed
consumers to global supply disruptions, and limited domestic value capture.

A fully operational large-scale refinery could alter that equation by enabling Nigeria to
process more of its crude domestically. The potential benefits include:

*  Reduced fuel import bills, improving the balance of payments over time.

*  Greater domestic supply security, reducing exposure to external refining
bottlenecks.

*  Hard-currency export revenue, particularly from refined products, petrochemicals,
and fertilizer.

* Industrial deepening, as downstream sectors benefit from more reliable inputs.

The IPO would also have capital market implications. Given the relatively modest size of
the Nigerian Exchange compared with global exchanges, a listing of this scale could
materially increase market capitalization, attract foreign institutional attention, and
deepen sector representation on the exchange.

That said, a transaction of this size would also test market absorption capacity. The
success of the IPO would depend not only on the quality of the asset, but also on
pricing discipline, liquidity planning, retail allocation, and confidence in post-listing
governance.

5. Retail Investor Angle: Democratizing Industrial Ownership

Frontier Axis Research Disclaimer: This report is provided for informational purposes only and does not constitute
investment advice, financial advice, or a recommendation to buy or sell any security. Frontier Axis Research provides
independent analysis of emerging and frontier markets based on publicly available information. Investors should conduct
their own due diligence and consult qualified financial professionals before making investment decisions.



e,

FRONTIER AXIS @

Zi

RESEARCH _—

Cé
o
o
S

-

A key feature of the proposed IPO is its potential to broaden public ownership of one of
Africa’s most important industrial assets. For retail investors, the attraction lies in
gaining exposure to a tangible infrastructure business with strategic national
importance.

This differs from many high-growth technology listings. A refinery is not an asset-light
digital platform with network effects and low marginal costs. It is capital-intensive,
regulated, operationally complex, and exposed to commodity cycles. Its competitive
advantage lies in scale, logistics, market access, and replacement cost.

For retail investors, this distinction matters. The upside may be significant, but the risk
profile is different from that of a technology IPO. Returns will likely depend on utilization
rates, refining margins, crude supply, foreign exchange management, debt servicing,
dividend policy, and regulatory stability.

How investors may participate

Prospective retail investors would typically need:

Requirement Purpose
CSCS account Holds listed securities electronically.
Bank Verification Number Supports identity verification and compliance.
National Identification Number Required for KYC and investor onboarding.
Licensed broker or approved digital Provides access to the offering and secondary-market
platform trading.

Investors should verify approved participating brokers and subscription channels once
the final prospectus is released.

6. Risk Assessment: Critical Hurdles

Despite the strength of the strategic thesis, the IPO carries meaningful risks.

Financial leverage

The refinery is a capital-intensive asset and is expected to carry significant debt
obligations. Debt service will rank ahead of dividends, meaning early shareholder
payouts could be lower than headline profitability suggests. Investors should pay close
attention to interest costs, repayment schedules, refinancing risk, and free cash flow
after maintenance capital expenditure.
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Valuation risk

A target valuation of $40 billion-$50 billion would require strong confidence in future
earnings, refining margins, utilization, export revenue, and dividend capacity. If the offer
price implies aggressive assumptions, post-listing performance could be vulnerable to
market correction.

Regulatory risk

A dollar-linked dividend model would require regulatory clarity. Investors should not
assume that US dollar dividends will be automatic, permanent, or available to all
shareholder categories until the final offer documents and regulatory approvals confirm
the structure.

Liquidity risk

A proposed float of only 5%-10% could limit the number of available shares. A small free
float may create strong initial demand, but it can also increase volatility, widen bid-ask
spreads, and make institutional accumulation more difficult after listing.

Commodity and currency exposure

The refinery remains exposed to crude oil prices, product cracks, exchange-rate
volatility, domestic pricing policy, and the availability of suitable crude feedstock. A
weaker Naira may support export competitiveness but can also increase the local-
currency cost of imported inputs, spare parts, debt service, and operations.

Governance and disclosure

As a newly listed mega-cap industrial company, Dangote Refinery would need to meet
high standards of disclosure, minority shareholder protection, board independence,
related-party transaction transparency, and capital allocation discipline. These factors
will be critical to institutional investor confidence.

7. Valuation Considerations

A credible valuation should not rely solely on replacement cost or strategic importance.
Investors should assess the IPO through multiple valuation lenses.

Method Key question

Discounted cash

Aow What is the refinery worth based on future free cash flow?
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EV/EBITDA How does the implied valuation compare with global refining and
multiples petrochemical peers?
Dividend yield What cash return can shareholders realistically expect after debt service?

How does the valuation compare with the cost of building a similar asset
today?

What are the separate values of refining, petrochemicals, fertilizer, and
related businesses?

Replacement cost

Sum-of-the-parts

The final prospectus should be assessed for assumptions on throughput, refining
margins, operating costs, tax treatment, debt structure, dividend policy, maintenance
cap-ex, and export earnings.

8. Redefining the African Investment Narrative

The proposed Dangote Refinery IPO could become a defining capital market event for
Africa. If successfully executed, it would demonstrate that the continent can finance, list,
and partially domesticate ownership of a globally significant industrial asset.

The transaction’s importance goes beyond one company. It could provide a template for
African infrastructure financing, showing how large-scale industrial projects can
transition from private ownership and project finance into broader public-market
participation.

However, the investment case should be approached with discipline. The refinery’s
scale, strategic importance, and export potential are compelling, but valuation, leverage,
regulatory approvals, and governance will determine whether the IPO creates durable
shareholder value.

For investors, the central question is not whether the Dangote Refinery is an important
asset. It clearly is. The real question is whether the IPO price offers an attractive
balance between growth potential, cash-flow visibility, currency protection, and risk.
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Key References by Topic:

e Valuation & Capital Raise: The primary data regarding the 40B-50B valuation
and the $5B target were cross-referenced from Arise TV and Zedcrest Wealth.

e  Pre-IPO Demand: Details on the $2 billion demand and Femi Otedola's $100
million allocation originated from the report by Arise TV.

e Dividend Structure: The dual-currency (Naira/USD) dividend model was detailed
in the Zedcrest Wealth guide and the Finance in Africa report.

e  Macroeconomic Strategy: Information on "Vision 2030" and the doubling of
refining capacity was sourced from Further Africa.

e  Advisory Team: The appointment of Stanbic IBTC, Vetiva, and FirstCap was
confirmed by Finance in Africa and Daily Trust.
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