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Overview

• Current industry market conditions
• Inventory management in 

volatile price environment
• Factors affecting chemical 

availability and pricing



Drivers Impacting 
Chemical Supply

• Demand (and production) 
shifting overseas

• Limited U.S. capacity additions 
• Feedstock volatility



Demand Holding Despite 
Auto, Housing Weakness

Source: ACC (Arlington, VA)



Exports Keeping U.S. 
Supply Tight

Source: ACC (Arlington, VA)



Inventory Management

• Producers and buyers are paying more 
attention to inventory

• Inventories at much lower levels across 
supply chain in the past five years

• Sharp inventory correction in late 2005 
and 2006
– Some indications 2007 will be a repeat



Source: ACC (Arlington, VA)

Inventories Sharply Lower



Energy is Inflating Prices

Source: ACC (Arlington, VA)



Source: ACC (Arlington, VA)



Short-term Price Outlook

• Energy/feedstocks have climbed faster 
than chemical prices since the summer
– Chemical makers still playing catch up

• November and December increases 
on table across all product chains

• Late-year increases tough to implement but 
chemical makers appear determined



Operating Rates

• Industry operating 
rates have climbed 
through 2007

• Key products such 
as ethylene and 
benzene are over 
90%

Source: U.S. Census Bureau



Long-term Price Outlook

• Volatility is here to stay
• Supply for key specialty chemical 

raw materials very tight 
– feedstocks: ethane; products: ethylene, 

benzene, p-xylene



Summing it up…

• Prices appear to be headed higher
• Capacity additions limited in U.S.
• Inventories appear balanced
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