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Scope affirms LANXESS’ BBB issuer rating and changes
Outlook to Negative

While the anticipated deleveraging effect from the disposal of Envalior
supports the rating, the weakness of the underlying operating performance
amid continued sluggish end-customer demand provides pressure on
profitability and free operating cash flow.

The latest information on the rating, including rating reports and related methodologies, is available on this
LINK.

Rating action

Scope Ratings GmbH (Scope) has affirmed the issuer rating of LANXESS AG at BBB and revised the
Outlook to Negative from Stable. Concurrently, Scope has affirmed the senior unsecured debt rating at BBB
and the short-term debt rating at S-2.

The affirmation is driven by Scope’s view that disposing of Envalior by 2028 will likely restore credit metrics to
a level that supports an unchanged rating. However, the Outlook change reflects increased uncertainty
surrounding the company’s operational performance amid a prolonged period of weak demand and a
challenging overall market environment for chemicals companies, which exerts ongoing pressure on capacity
utilisation, operating margins, and free operating cash flows.

The full list of rating actions and rated entities is at the end of this rating action release.

Key rating drivers

Business risk profile: BBB (unchanged). LANXESS’ business risk profile provides rating support. While
the company’s strong market position and solid diversification across products, customers and markets
strengthen its competitive position, its still substantial exposure to vulnerable and/or cyclical industries, as
well as the subdued recovery of its operating margin pose credit challenges.

LANXESS’ market position in specialty chemicals remains strong, largely thanks to its various leadership
positions in medium-sized, high-barrier niche markets, which provide some protection against broader
industry volatility. These markets are characterised by few dominant players and regulatory barriers, which
reduce competition, particularly in LANXESS’ strongest division, Consumer Protection. The company’s ability
to offer tailored configurations for a wide range of customers enhances its pricing power, making substitution
difficult and enabling it to pass on fluctuations in procurement costs. Business risks are further mitigated by
its extensive diversification, as demonstrated by the company’s diversity of regions, production capacity
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(assets), customers and industries, which helps to balance risks from regional economic fluctuations,
geopolitical instability, and regulatory changes, ensuring granular cash flow streams.

Nonetheless, the significant exposure to vulnerable and/or cyclical industries, including construction,
automotive and chemicals sub-segments, continues to pose major credit challenges and forms the main
constraint to a sustained recovery of the company’s margin profile. While the exposure to cyclical/vulnerable
end-markets has largely been reduced over the last few years along the company’s substantial portfolio
restructuring, the exposure of around 45% to such sectors remains high enough to present credit risks from
volume effects and capacity utilisation as displayed by a utilisation rate of just 65% in 2025. In particular,
Scope believes that the company will continue to struggle to restore its profitability amid a protracted period
of weak demand and an overall challenging market environment for chemicals companies which are
exacerbated by the current conflict in the Middle East (see European chemicals: outlook negative as sector
shifts to decoupling from destocking and European chemicals sector grapples with new cost crunch due to
energy shock, Hormuz disruption). Customer restocking activities have been slower than anticipated across
key end markets, prolonging volume pressures and limiting the company’s ability to return to a low double-
digit EBITDA margin from around 9% in 2024/2025. Consequently, margins remain well below historical
levels despite management’s ongoing cost savings measures and selective pricing initiatives. Until clearer
signs emerge of sustained demand normalisation and improved capacity utilisation, the company’s margin
trajectory is expected to remain subdued, weighing on its overall creditworthiness.

Financial risk profile: BBB- (unchanged). The unchanged assessment of the financial risk profile mirrors
weakened credit metrics amid a slower-than-expected deleveraging from an operational recovery and
EBITDA development which grants an overall assessment of credit metrics at BB+. However, this is offset by
a one-notch uplift in recognition of the company’s robust liquidity, leading to the maintenance of a BBB-
financial risk profile.

Despite some intra-year improvement in the company’s leverage following the disposal of the Urethane
division in H1 2025, the company’s leverage — as measured by Scope-adjusted debt/EBITDA* (which fully
accounts for the substantial amount of cash and cash equivalents and only a partial amount of pension
provisions due to their high coverage by dedicated pension assets) — could not be improved by YE 2025 and
remained at an elevated level of 4.5x. However, Scope does not regard this level as representative of the
company’s medium to long term setup due to the significant, foreseeable impact of the Envalior disposal
pathway. Instead, Scope’s expectations for LANXESS’ financial risk profile over the medium term are largely
anchored in its view on the deleveraging effect of the partial or full disposal of the remaining 40.94% stake in
Envalior (equityaccounted).

Following the lapse of the first exit opportunity in April 2026, when the jointventure partner Advent
International did not exercise its conditional right, there are still potential exit scenarios in 2027-2028 that will
largely shape the company’s leverage. It is particularly important to consider the deleveraging effect of the
transaction, as the company’s progress in reducing its leverage through a recovery of its operating margin
and its EBITDA remains subdued, and the transaction is likely to support the company achieve its leverage
target of a net financial debt/EBITDA of below 2.5x by YE 2028. Scope considers the outcome of the
transaction to be a question of timing rather than ultimate execution, and therefore takes a view on the
company’s medium-term debt level and leverage.

In its rating case, Scope considers the worst-case scenario which mirrors the unconditional sale of 50% of
LANXESS’ remaining stake in Envalior in April 2028, combined with the pro-rata redemption of the
shareholder loan provided to Envalior. While joint-venture partner Advent could still refrain from acquiring the
full Envalior stake on the two next dates (April 2027 and April 2028), LANXESS can exercise its unconditional
right to sell 50% of its stake, combined with a pro-rata redemption of the shareholder loan in 2028. Scope
forecasts this transaction to lead to a significant reduction of the company’s net financial debt and a


https://scoperatings.com/announcements/research-announcement/EN/179964
https://scoperatings.com/announcements/research-announcement/EN/179964
https://scoperatings.com/announcements/research-announcement/EN/180112
https://scoperatings.com/announcements/research-announcement/EN/180112

restoration of its leverage. Two other potential scenarios (upside cases) could lead to an even stronger
improvement of the company’s leverage: (1) a full sale of Envalior in 2027 combined with the full redemption
of the shareholder loan to Envalior in 2028; and (2) a full sale of Envalior in 2028 combined with the full
redemption of the shareholder loan in 2028.

Nevertheless, uncertainties remain over the disposal price to Advent, which depends on Envalior's LTM
EBITDA prior to closing. If LTM EBITDA is below EUR 455m, the disposal price becomes a percentage of the
contractual base purchase price of EUR 1.2bn, reflecting the shortfall relative to the reference EBITDA of
EUR 505m. For the purposes of forecasting the rating case, Scope applies a conservative price derived from
Envalior’s 2024 EBITDA of around EUR 350m (reported clean EBITDA 2024 as per company register = EUR
359.6m). Although LANXESS could not disclose Envalior's 2025 EBITDA due to contractual constraints,
current market expectation is that Envalior's EBITDA has improved in 2025 and will improve further in 2026.
However, Scope has not incorporated this potential increase into the base case.

Based on a conservative LTM EBITDA assumptions at the time of disposal of around EUR 350m, Scope
estimates the gross cash proceeds (including the pro-rata redemption of the shareholder loan) at around
EUR 580m under the rating case, and of up to EUR 1,150m under the two upside cases. As the proceeds
from the disposal are earmarked for balance-sheet strengthening, Scope expects the company’s debt
exposure to reduce substantially from EUR 2,270m at YE 2025. Assuming a recurring EBITDA of EUR 500m
to EUR 550m until 2028, Scope forecasts in its rating case that the company’s leverage — as measured by
debt/EBITDA and FFO/debt — will revert to around 2.7x and around 30% respectively. Leverage could stand
substantially lower, at below 2.0x and above 40%, if one of the two upside scenarios were to materialise,
and/or of Envalior's LTM EBITDA at disposal were to be significantly higher than EUR 350m.

With its medium-term view, Scope regards the development of LANXESS leverage as supportive to keep an
investment-grade financial risk profile. This is further supported by the company’s strong interest coverage,
which Scope expects to remain close to 10x over the medium term, despite an assumed deterioration in the
average effective interest rate of 1.5% in 2025 amid refinancing efforts at higher rates.

Nevertheless, some uncertainties remain that underpin the Negative rating Outlook. Firstly, if Envalior were to
be sold of based on an LTM EBITDA significantly lower than the assumed amount of EUR 350m, the
deleveraging effect of the sale would be weaker than currently assumed. Secondly, it is uncertain whether
LANXESS can maintain its EBITDA at around EUR 500m per annum and keep free operating cash flow at
least breakeven over the next few years, given the challenging outlook for the chemicals industry and
LANXESS'’ delayed recovery of its EBITDA margin amid persistently weak capacity utilisation.

Liquidity: adequate, +1 notch within the financial risk profile (revised from +/- 0 notches). Scope grants
a positive one-notch uplift within LANXESS’ financial risk profile, reflecting its robust liquidity and balanced
debt maturity profile. LANXESS' credit profile is well supported by its ample liquidity, as evidenced by liquidity
ratios consistently above 200%. Liquidity benefits from the company’s cash buffer of EUR 497m at YE 2025,
as well as an overall volume of committed credit facilities totalling EUR 1.35bn at YE 2025 (EUR 800m
sustainability-linked revolving credit facility and EUR 550m bilateral credit facility with different banks). This
provides ample capacity to cover debt maturities over the next few years. While LANXESS — as a frequent
bond issuer — will likely refinance debt maturities in 2026 (EUR 500m) and 2027 (EUR 600m) through new
bond placements, the credit facilities fully serve as a backup solution. Given the strong liquidity ratios paired
with credit metrics assessed at BB+, Scope keeps the financial risk profile at BBB- through a one-notch uplift
within the financial risk profile.

Supplementary rating drivers: credit-neutral (unchanged). The rating does not incorporate adjustments
related to financial policy, peer group considerations, parent support, or governance and structure.



Nevertheless, Scope acknowledges LANXESS’ creditor-focused financial policy, especially the company's
ongoing commitment to securing a "solid investment-grade rating" and to deleverage to a net financial
debt/EBITDA of less than 2.5x by YE 2028 after the full or partial disposal of the company’s stake in Envalior.
This target is paramount to the company over shareholder remuneration or investments, which provides
Scope with good comfort for the assessment of the company financial risk profile.

Outlook and rating sensitivities

The Negative Outlook reflects renewed uncertainty regarding the company’s operational recovery, as well
as the achievable sales price for the ultimate disposal of Envalior, which depends on Envalior's LTM EBITDA
prior to disposal. Although Scope believes that restoring the company’s credit metrics, particularly its
leverage, to investment-grade levels is well feasible, driven by the full or partial disposal of Envalior by the
end of 2028, uncertainties surrounding the company’s sustained EBITDA, EBITDA margin and free operating
cash flow levels in a challenging market environment exert some rating pressure.

The upside scenarios for the ratings and Outlook are (collectively):

- Debt/EBITDA stabilising below 3.0x on a sustained basis post the full or partial disposal of Envalior and
positive FOCF on a sustained basis

- Stabilisation of the business risk profile through maintenance of an EBITDA margin of at least 9%
The downside scenarios for the rating and Outlook are (individually):
- Increasing concerns that debt/EBITDA would not stabilise below 3.0x post the full or partial disposal of
Envalior due to ineffective debt reduction and/or a margin deterioration, or risk of sustained negative

FOCF

- Deteriorating business risk profile through increasing pressure on operating profitability with EBITDA
margin not maintained at 9% or higher

Debt ratings

All rated debt is issued by LANXESS AG.
Scope has affirmed the rating on senior unsecured debt at BBB, in line with the underlying issuer rating.
The short-term debt rating has been affirmed at S-2, which is based on the underlying BBB/Negative issuer

rating and the company’s consistently better-than-adequate liquidity, as well as its strong access to external
funding from banks and debt capital markets.

Environmental, social and governance (ESG) factors

While chemicals companies are naturally exposed to environmental and social controversies and could face
litigation risk, Scope has not identified company-specific ESG factors at this stage that would have a credit
impact.

Still, it is worth mentioning that some of LANXESS’ funding, including bonds and credit facilities, are linked to



ESG-related key performance indicators, e.g. the proportion of women in management positions and
science-based targets such as Scope 1, 2 and 3 emissions, which signal the company’s strong awareness of
social and environmental controversies.

All rating actions and rated entities

LANXESS AG
Issuer rating: BBB/Negative, Outlook change
Short-term debt rating: S-2, affirmation

Senior unsecured debt rating: BBB, affirmation

*All credit metrics refer to Scope-adjusted figures.

Stress testing & cash flow analysis
No stress testing was performed. Scope Ratings performed its standard cash flow forecasting for the company.

Methodology

The methodologies used for these Credit Ratings and/or Outlook, (General Corporate Rating Methodology, 14 February 2025; Chemicals
Rating Methodology, 30 June 2025), are available on scoperatings.com/governance-and-policies/rating-governance/methodologies.
Information on the meaning of each Credit Rating category, including definitions of default, recoveries, Outlooks and Under Review, can be
viewed in ‘Rating Definitions — Credit Ratings, Ancillary and Other Services’, published on scoperatings.com/governance-and-
policies/rating-governance/definitions-and-scales. Historical default rates of the entities rated by Scope Ratings can be viewed in the Credit
Rating performance report at scoperatings.com/governance-and-policies/regulatory/eu-regulation. Also refer to the central platform
(CEREP) of the European Securities and Markets Authority (ESMA): registers.esma.europa.eu/cerep-publication. A comprehensive
clarification of Scope Ratings’ definitions of default and Credit Rating notations can be found at scoperatings.com/governance-and-
policies/rating-governance/definitions-and-scales. Guidance and information on how environmental, social or governance factors (ESG
factors) are incorporated into the Credit Rating can be found in the respective sections of the methodologies or guidance documents
provided on scoperatings.com/governance-and-policies/rating-governance/methodologies.

The Outlook indicates the most likely direction of the Credit Ratings if the Credit Ratings were to change within the next 12 to 18 months.

Solicitation, key sources and quality of information

The Rated Entity and/or its Related Third Parties participated in the Credit Rating process.

The following substantially material sources of information were used to prepare the Credit Ratings: public domain, the Rated Entity and
Scope Ratings' internal sources.

Scope Ratings considers the quality of information available to Scope Ratings on the Rated Entity or instrument to be satisfactory. The
information and data supporting these Credit Ratings originate from sources Scope Ratings considers to be reliable and accurate. Scope
Ratings does not, however, independently verify the reliability and accuracy of the information and data.

Prior to the issuance of the Credit Rating action, the Rated Entity was given the opportunity to review the Credit Ratings and/or Outlook and
the principal grounds on which the Credit Ratings and/or Outlook are based. Following that review, the Credit Ratings and/or Outlook were
not amended before being issued.

Regulatory disclosures

These Credit Ratings and/or Outlook are issued by Scope Ratings GmbH, Lennéstralle 5, D-10785 Berlin, Tel +49 30 27891-0. The Credit
Ratings and/or Outlook are UK-endorsed.

Lead analyst: Sebastian Zank, Managing Director

Person responsible for approval of the Credit Ratings: Philipp Wass, Managing Director

The Credit Ratings/Outlook were first released by Scope Ratings on 30 January 2018. The Credit Ratings/Outlook were last updated on 4
August 2025.

Potential conflicts

See scoperatings.com under Governance & Policies/Regulatory for a list of potential conflicts of interest disclosures related to the issuance
of Credit Ratings, as well as a list of Ancillary Services and certain non-Credit Rating Agency services provided to Rated Entities and/or
Related Third Parties.

Conditions of use / exclusion of liability
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About Scope Group

With more than 300 employees operating from offices in Berlin, Frankfurt, London, Madrid, Milan, Oslo and
Paris, Scope Group is the leading European provider of independent credit ratings, ESG analysis and fund
research. Based on forward-looking and innovative methodologies, Scope offers a European perspective that
contributes to greater diversity of opinion for institutional investors worldwide. Scope Ratings is registered in
accordance with the EU rating regulation and operating in the European Union with ECAI status. Scope
Ratings is the only European rating agency accepted by the ECB for the Eurosystem Credit Assessment
Framework (ECAF). The shareholders of Scope Group include CEO and founder Florian Schoeller and
anchor shareholder Stefan Quandt, numerous senior personalities in European finance and industry as well
as institutional investors from several European countries. More on www.scopegroup.com
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