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Significant new Significant new chlorchlor--alkali alkali 
capacity appears in 2008 capacity appears in 2008 -- 2009 2009 
flooding caustic markets and flooding caustic markets and 
impacting ECU valuesimpacting ECU values……

Demand for caustic in alumina, Demand for caustic in alumina, 
pulp and paper applications will pulp and paper applications will 
remain strong as emerging remain strong as emerging 
economies and trade expand.economies and trade expand.

……PVC growth has underperformedPVC growth has underperformed
Focus Here…Focus HereFocus Here……
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Vinyls chain influences led to the tight market 
conditions for Caustic that prevail today…

VinylsVinyls chain influences led to the tight market chain influences led to the tight market 
conditions for Caustic that prevail todayconditions for Caustic that prevail today……

Vinyl's Support of Caustic Demand GrowthVinyl's Support of Caustic Demand Growth

Global CumulativeGlobal CumulativeGlobal Cumulative
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Consolidations 
and Closures

Consolidations Consolidations 
and Closuresand Closures

…Growth in Caustic Demand in Pulp, Paper and Alumina ……Growth in Caustic Demand in Pulp, Paper and Alumina Growth in Caustic Demand in Pulp, Paper and Alumina 

+ Over-Generating+ Over+ Over--GeneratingGenerating

- Under-Generating-- UnderUnder--GeneratingGenerating
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Timing the CycleTiming the Cycle
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While demand is much more While demand is much more 
geographically diverse, the pace geographically diverse, the pace 
of overbuilding is so large that a of overbuilding is so large that a 
long downlong down--cycle is certaincycle is certain……

Incredibly efficient raw materials Incredibly efficient raw materials 
to end use value chain are being to end use value chain are being 
extended.  Downextended.  Down--cycle will cycle will 
occur but this one appears to be occur but this one appears to be 
fairly mild and short lived.fairly mild and short lived.Focus Here…Focus HereFocus Here……
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Demand growth remains resilient despite high Demand growth remains resilient despite high 
energy values ~ leveraging widespread usageenergy values ~ leveraging widespread usage……

Global Basic Chemicals & Plastics        
Two-Year Rolling Average Demand Growth

Global Basic Chemicals & Plastics        
Two-Year Rolling Average Demand Growth

Two-Years Ending in…Two-Years Ending in…

Demand GrowthDemand Growth Log. TrendLog. Trend
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Consumer 
Demand

Consumer 
Demand

Hydrocarbon
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Value Labor CostLabor Cost

Product will follow most cost-effective path to market…Product will follow most cost-effective path to market…
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Pricing Pricing 
battles for battles for 

market market 
share will share will 

soon soon 
develop develop ––

but only for but only for 
the     the     

spoils.spoils.

This graphic depicts 
the ability to consume 
versus the pressures 
to export these 
products…

Asia & India’s ability to 
absorb the New Gulf 
supply is declining…

While the New Gulf’s 
capability to generate 
export products is 
expanding at a rapid 
rate…

This graphic depicts This graphic depicts 
the ability to consume the ability to consume 
versus the pressures versus the pressures 
to export these to export these 
productsproducts……

Asia & IndiaAsia & India’’s ability to s ability to 
absorb the New Gulf absorb the New Gulf 
supply is decliningsupply is declining……

While the New GulfWhile the New Gulf’’s s 
capability to generate capability to generate 
export products is export products is 
expanding at a rapid expanding at a rapid 
raterate……

New Gulf exports are becoming much more New Gulf exports are becoming much more 
global in target market focusglobal in target market focus……..
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Basic Chemicals and Plastics
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Basic Chemicals and Plastics EBIT Comparison
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Global earnings suffer for 3-4 years then 
recover – New Gulf remains a price taker…

Global earnings suffer for 3Global earnings suffer for 3--4 years then 4 years then 
recover recover –– New Gulf remains a price takerNew Gulf remains a price taker……

AromaticsAromaticsAromatics Chlor-AlkaliChlorChlor--AlkaliAlkali MethanolMethanolMethanol PlasticsPlasticsPlastics
U.S. Dollars per Metric Ton
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Basic Chemicals and Plastics EBIT ComparisonBasic Chemicals and Plastics EBIT Comparison
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Americas earnings do not keep pace with 
global average – low cost New Gulf Influence…

Americas earnings do not keep pace with Americas earnings do not keep pace with 
global average global average –– low cost New Gulf Influencelow cost New Gulf Influence……
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Peak cycle conditions are transitioning to Peak cycle conditions are transitioning to 
a downturn profile and impact of a downturn profile and impact of 

oversupply will be evident to all by late oversupply will be evident to all by late 
2008.  Bottom of cycle reached by end of 2008.  Bottom of cycle reached by end of 
this decade.  Widespread margin decline this decade.  Widespread margin decline 

in 2009 then pricing power returns for in 2009 then pricing power returns for 
most chains by 2013.most chains by 2013.

Focus OnFocus On:  Emerging economies:  Emerging economies’’ (especially (especially 
ChinaChina’’s) ability to absorb new supply & velocity s) ability to absorb new supply & velocity 
of New Gulf products to market, displacing of New Gulf products to market, displacing 
Americas, Asia and European producers.Americas, Asia and European producers.

Timing the CycleTiming the Cycle
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Global Demand Remains Robust;   Global Demand Remains Robust;   
Energy markets remain firmEnergy markets remain firm

New Capacity somewhat delayed but New Capacity somewhat delayed but 
market impact unavoidablemarket impact unavoidable

Americas Americas ““export opportunitiesexport opportunities”” tied tied 
to ethylene derivatives but imports of to ethylene derivatives but imports of 
finished goods acceleratefinished goods accelerate

By late 2008, evident all markets are By late 2008, evident all markets are 
softening softening –– emotional then physicalemotional then physical

Era of Consolidations and closures Era of Consolidations and closures 
continues; recovery appears by 2012+continues; recovery appears by 2012+

Let me be perfectly clear about our vision of 
the next five years…

Let me be perfectly clear about our vision of Let me be perfectly clear about our vision of 
the next five yearsthe next five years……
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- Biofuels changing refinery operations and impacting 
petrochemicals supply and values.

- New Gulf capacity achieving sustainable operating 
levels, forcing international market rebalancing.

- International crude oil and natural gas (NGL) values 
continuing divergence, altering cost positions.

- Globalization of Value Chains becoming competitive 
reality as major petchem producers link with NOCs.

- Green regulations and public opinion creating a 
market departure from historical growth patterns.

- Underperforming assets closing at an increasing rate.

-- BiofuelsBiofuels changing refinery operations and impacting changing refinery operations and impacting 
petrochemicals supply and values.petrochemicals supply and values.

-- New GulfNew Gulf capacity achieving sustainable operating capacity achieving sustainable operating 
levels, forcing international market rebalancing.levels, forcing international market rebalancing.

-- International crude oil and natural gas (NGL) values International crude oil and natural gas (NGL) values 
continuing divergence, altering cost positions.continuing divergence, altering cost positions.

-- Globalization of Value Chains becoming competitive Globalization of Value Chains becoming competitive 
reality as major reality as major petchempetchem producers link with producers link with NOCsNOCs..

-- Green regulations and public opinion creating a Green regulations and public opinion creating a 
market departure from historical growth patterns.market departure from historical growth patterns.

-- Underperforming assets closing at an increasing rate.Underperforming assets closing at an increasing rate.

Bottom Line Message:  Significant Change is  
Underway ~  Shift Your Focus to…

…Leveraging Resulting Opportunities!

Bottom Line Message:  Significant Change is  Bottom Line Message:  Significant Change is  
Underway ~  Shift Your Focus toUnderway ~  Shift Your Focus to……

……Leveraging Resulting Opportunities!Leveraging Resulting Opportunities!




