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¿Cómo Competir en un Mercado ¿Cómo Competir en un Mercado 
Mundial?Mundial?
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Alex LidbackAlex Lidback
Global Business DirectorGlobal Business Director

ALidback@cmaiglobal.comALidback@cmaiglobal.com
11 & 12 de Mayo 201011 & 12 de Mayo 2010

CMAI Is . . .CMAI Is . . .

•• Global chemical consulting firm Global chemical consulting firm 
for over 30 yearsfor over 30 years

•• Consultants from chemical, Consultants from chemical, 
plastics, fiber industriesplastics, fiber industries

•• Analysis Based On:Analysis Based On:
–– Price analysis and forecastingPrice analysis and forecasting
–– Production capacities and costs Production capacities and costs 
–– Trade patterns Trade patterns 
–– SocioSocio--political factors political factors 
–– Governmental regulation Governmental regulation 
–– Emerging technologies Emerging technologies 
–– Materials/feedstock supplyMaterials/feedstock supply
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Where Are We?Where Are We?

HOUSTONHOUSTON LONDONLONDON

SINGAPORESINGAPORE

DUBAIDUBAI

NEW YORKNEW YORK

SHANGHAISHANGHAI

DDÜÜSSELDORFSSELDORF

Over 2000 Client Over 2000 Client 
Relationships WorldwideRelationships Worldwide

•• Chemical companiesChemical companies
•• Oil and gas companiesOil and gas companies
•• Engineering & constructionEngineering & construction
•• Banking & financialBanking & financial
•• Plastics convertersPlastics converters
•• Consumer ProductsConsumer Products
•• Trading & TransportationTrading & Transportation
•• Textile & Fiber CompaniesTextile & Fiber Companies
•• Metals CompaniesMetals Companies
•• Forest & Paper CompaniesForest & Paper Companies
•• Government agenciesGovernment agencies
•• Grocers/RetailersGrocers/Retailers
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Market Advisory ServicesMarket Advisory Services
-- Monthly Consulting Services Monthly Consulting Services 
-- Annual World Analyses Annual World Analyses 

Business Advisory ServiceBusiness Advisory Service
-- Proprietary StudiesProprietary Studies
-- Litigation SupportLitigation Support
-- RetainersRetainers

Supplemental ServicesSupplemental Services
-- Electronic ServicesElectronic Services
-- Conferences: Conferences: World Petrochemical, World Petrochemical, 
Industry Workshops, Fibers, Methanol, PlasticsIndustry Workshops, Fibers, Methanol, Plastics

Our Consulting Services IncludeOur Consulting Services Include

What Makes Us Different?What Makes Us Different?

•• Global coverageGlobal coverage
•• Industry experienceIndustry experience
•• Integrated databaseIntegrated database
•• Forecasting Forecasting 

methodologymethodology
•• ValueValue
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Points to ConsiderPoints to Consider
•• Basic structure of the Basic structure of the 

industryindustry
•• Understanding demandUnderstanding demand
•• Where is this new capacity Where is this new capacity 

being built?  Why?being built?  Why?
•• What drives polymer prices?What drives polymer prices?
•• SummarySummary

ConsumersConsumers Retail SectorRetail Sector
Durable/
Non-Durable
Durable/
Non-Durable

DerivativesDerivatives
Petchem ProductionPetchem ProductionEnergyEnergy

Petrochemical ChainPetrochemical Chain
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Olefins Flow DiagramOlefins Flow Diagram

FeedstocksFeedstocksFeedstocksFeedstocksEnergyEnergyEnergyEnergy PetrochemicalsPetrochemicalsPetrochemicalsPetrochemicals

NaphthaNaphthaNaphthaNaphtha
Gas OilGas OilGas OilGas Oil

Field Field 

CondensatesCondensates

Field Field 

CondensatesCondensates

EthaneEthaneEthaneEthane
PropanePropanePropanePropane
ButanesButanesButanesButanes

PropylenePropylenePropylenePropylene
EthyleneEthyleneEthyleneEthylene

PygasPygas
BenzeneBenzene
Toluene/XyleneToluene/Xylene
Heavy AromaticsHeavy Aromatics
CC55/C/C66 Non AromaticsNon Aromatics

PygasPygas
BenzeneBenzene
Toluene/XyleneToluene/Xylene
Heavy AromaticsHeavy Aromatics
CC55/C/C66 Non AromaticsNon Aromatics

Crude CCrude C 44
ButadieneButadiene
Mixed ButylenesMixed Butylenes

Crude CCrude C 44
ButadieneButadiene
Mixed ButylenesMixed Butylenes

Fuel OilFuel OilFuel OilFuel Oil

Methane/HydrogenMethane/HydrogenMethane/HydrogenMethane/Hydrogen

Natural GasNatural GasNatural GasNatural Gas

Crude OilCrude OilCrude OilCrude Oil

RefineryRefinery

Gas
Separation

Unit

Gas
Separation

Unit

Ethylene 

Unit

Ethylene 

Unit

Alternatives For Steam Crackers: Alternatives For Steam Crackers: 
Propylene As CoPropylene As Co--ProductProduct
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Light Feeds
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••Basic Ethylene Flow ChartBasic Ethylene Flow Chart

••SteamSteam
••CrackerCracker

••EthyleneEthylene

••NaphthasNaphthas

••Gas OilsGas Oils

••RefineryRefinery
••CrudeCrude

••OilOil

••F i e l dF i e l d
••CondensatesCondensates

••EthaneEthane

••PropanePropane

••ButanesButanes••NaturalNatural
••GasGas

••GasGas
••SeparationSeparation

••UnitUnit

••••••PropylenePropylene

••••••••••ButadieneButadiene••ButadieneButadiene

••••••••••ButylenesButylenes••ButylenesButylenes

••••••BTX BTX ••BTXBTX••(pygas)(pygas)

•••••• HeavyHeavy
••AromaticsAromatics

••••••MethaneMethane

••••••HydrogenHydrogen

••••••Fuel OilFuel Oil

••FeedstocksFeedstocks

Points to ConsiderPoints to Consider
•• Basic structure of the Basic structure of the 

industryindustry
•• Understanding demandUnderstanding demand
•• Where is this new capacity Where is this new capacity 

being built?  Why?being built?  Why?
•• What drives polymer prices?What drives polymer prices?
•• SummarySummary
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Global Plastics Consumption 2009 Global Plastics Consumption 2009 
HDPEHDPE
17%17%

LLDPELLDPE
11%11%

LDPELDPE
10%10%

PPPP
25%25%

PSPS
5%5%

ABSABS
4%4%

PVCPVC
18%18%

PETPET
8%8%

PCPC
2%2%

2009 World Polymer Demand = 175 Million Metric Tons2009 World Polymer Demand = 175 Million Metric Tons

Global PE DemandGlobal PE Demand

Film & SheetFilm & Sheet
51%51%

Injection Injection 
MoldingMolding

13%13%

Pipe & Pipe & 
ProfileProfile

7%7%

Extrusion Extrusion 
CoatingCoating

3%3%

Blow MoldingBlow Molding
12%12%

Wire & CableWire & Cable
2%2%

RotomoldingRotomolding
2%2%

FiberFiber
1%1%

RaffiaRaffia
2%2% OtherOther

7%7%

Demand 2009 – 67 Million Tons
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World Polyethylene DemandWorld Polyethylene Demand
Percent Change, Year over YearPercent Change, Year over Year %AAGR %AAGR %AAGR%AAGR

End UseEnd Use 0505 0606 0707 0808 0909 '04'04--'09'09 '09'09--'1 4'14

Film & SheetFilm & Sheet 2.72.7 5.15.1 6.06.0 --3.93.9 2.82.8 2.52.5 5 .75.7

Injection MoldingInjection Molding 2.92.9 4.24.2 6.06.0 --4.84.8 4.34.3 2. 52.5 5.45.4

Pipe & ProfilePipe & Profile 6.56.5 8.88.8 4.64.6 --2.72.7 0.60.6 3.53. 5 6.06.0

Extrusion CoatingExtrusion Coating 1.51.5 1.31.3 0.90.9 --2.02.0 --4.14.1 --0.50.5 4.24.2

Blow MoldingBlow Molding --0.50.5 3.53.5 3.43.4 --5.45.4 3.83.8 0.90. 9 5.75.7

Wire & CableWire & Cable 3.73.7 4.54.5 2.22.2 --0.60.6 0.50.5 2.02.0 4.04.0

RotomoldingRotomolding 0.80.8 5.75.7 1.71.7 0.80.8 --0.10.1 1.81.8 6. 26.2

DemandDemand 2.12.1 5.15.1 4.84.8 --4.84.8 2.02.0 1.81.8 5.55.5

World PE Demand Took a Hit, But Will Get World PE Demand Took a Hit, But Will Get 
Back On TrackBack On Track

Global Polyethylene DemandGlobal Polyethylene Demand
Million Metric TonsMillion Metric Tons
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Operating RateOperating Rate
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20082008 20092009 20102010 20112011 20122012 20132013 20142014

North AmericaNorth America South AmericaSouth America

West EuropeWest Europe Central Europe/CIS & Baltic StatesCentral Europe/CIS & Baltic States
Africa/M. EastAfrica/M. East Asia/PacificAsia/Pacific

Million Metric TonsMillion Metric Tons

A “Mountain” of PE Capacity Being Built in A “Mountain” of PE Capacity Being Built in 
the Middle East & Asiathe Middle East & Asia

AvgAvg. Demand Growth:. Demand Growth:
3.2 3.2 millionmillion metricmetric tonstons per yearper year

ForecastForecast
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marmar --0808 sepsep--0808 marmar --0909 sepsep--0909 marmar --1010 sepsep--1010
2008 View2008 View Current ViewCurrent View

DelaysDelays help help 
keep the keep the 
market tight market tight 
in 2009in 2009

Middle East PE Capacity DelaysMiddle East PE Capacity Delays
Capacity Additions, Million Capacity Additions, Million Metric  TonsMetric  Tons

ForecastForecast
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South America PE DemandSouth America PE Demand

Film & SheetFilm & Sheet
65%65%

Injection Injection 
MoldingMolding

11%11%

Pipe & Pipe & 
ProfileProfile

3%3%

Extrusion Extrusion 
CoatingCoating

1%1%

Blow MoldingBlow Molding
15%15%

RotomoldingRotomolding
1%1%

OtherOther
4%4%

Demand 2009 – 4.1 Million Tons

South America PE DemandSouth America PE Demand
Million Metric TonsMillion Metric Tons
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20042004 20052005 20062006 20072007 20082008 20092009 20102010 20112011 20122012 20132013 20142014

DemandDemand CapacityCapacity
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South America PE Net ImportsSouth America PE Net Imports
Million Metric TonsMillion Metric Tons

--2.02.0

--1.81.8

--1.61.6

--1.41.4

--1.21.2

--1.01.0

--0.80.8

--0.60.6

--0.40.4

--0.20.2

0.00.0

20042004 20052005 20062006 20072007 20082008 20092009 20102010 20112011 20122012 20132013 20142014
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0.0
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0909 1414

0.0
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PeruPeru

ArgentinaArgentinaChileChile

ColombiaColombia
VenezuelaVenezuela

BrazilBrazil

South America PE South America PE 
Demand  vs. CapacityDemand  vs. Capacity

DemandDemand

CapacityCapacity
Units:  Million Metric TonsUnits:  Million Metric Tons
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Points to ConsiderPoints to Consider
•• Basic structure of the Basic structure of the 

industryindustry
•• Understanding demandUnderstanding demand
•• Where is this new capacity Where is this new capacity 

being built?  Why?being built?  Why?
•• What drives polymer prices?What drives polymer prices?
•• SummarySummary

What Factors Drive Polymer Prices?What Factors Drive Polymer Prices?
Cost / Cost / FeedstocksFeedstocks

Raw Material PricesRaw Material Prices
Operating CostsOperating Costs

Supply/DemandSupply/Demand
EconomyEconomy
Utilization RatesUtilization Rates
Loss of Available Capacity (outages)Loss of Available Capacity (outages)
Inventory Trends (resin, finished goods, etc.)Inventory Trends (resin, finished goods, etc.)
Exports / Imports Exports / Imports 

Other DynamicsOther Dynamics
Perception / Anticipation of New CapacityPerception / Anticipation of New Capacity
Desire for Market ShareDesire for Market Share
Prices of Competitive MaterialsPrices of Competitive Materials
Market Leadership Market Leadership 
Market Momentum Market Momentum 
Natural Disasters / Political TurmoilNatural Disasters / Political Turmoil

Any of theseAny of these

factors can,factors can,
and wil land wil l
influence influence 
price…price…
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Ethylene Ethylene FeedslatesFeedslates Vary by RegionVary by Region

0%0%

20%20%

40%40%

60%60%

80%80%

100%100%

Middle EastMiddle East North North 
AmericaAmerica

Northeast Northeast 
AsiaAsia

West EuropeWest Europe Southeast Southeast 
AsiaAsia

Naphtha/Gas OilNaphtha/Gas Oil NGLNGL

Ethylene Feedstocks of Choice

Natural Natural 
Gas Gas 
LiquidsLiquids

74%74%

Naphtha

17%

Others
9%

Natural Natural 
Gas Gas 
LiquidsLiquids

38%38%

Naphtha
62%

Others
7%

Natural Natural 
GasGas 20%20% Naphtha

73%

Natural Natural 
Gas Gas 
LiquidsLiquids

84%84%

Naphtha
16%

Others
8%

Natural 
Gas 
Liquids

5%
Naphtha

87%

Others
3%

Natural Natural 
Gas Gas 
LiquidsLiquids

36%36%

Naphtha
61%
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However, Not All Feedstocks Are However, Not All Feedstocks Are 
Valued EquallyValued Equally

Market Driven –
Henry Hub (gas), WTI 
(Oil)

Market Driven –
Henry Hub (gas), WTI 
(Oil)

Mixed – US/WE Price 
References, Government
Mixed – US/WE Price 
References, Government

Market Driven –
Brent (Oil)
Market Driven –
Brent (Oil)

Policy Driven – ethane;  
Market Driven – Dubai 
(Oil), International LPG & 
Naphtha

Policy Driven – ethane;  
Market Driven – Dubai 
(Oil), International LPG & 
Naphtha

Market Driven –
Dubai (oil), 
International 
Naphtha & LPG

Market Driven –
Dubai (oil), 
International 
Naphtha & LPG

Policy Driven –
ethane; 
Market Driven –
Dubai (oil), 
International 
Naphtha & LPG

Policy Driven –
ethane; 
Market Driven –
Dubai (oil), 
International 
Naphtha & LPG

How Do Costs Compare?How Do Costs Compare?How Do Costs Compare?How Do Costs Compare?

0

100
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600
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900

1,000

Canada 
Ethane

U.S. 
Ethane

MDE 
LPG

MDE 
Naphtha

NEA 
LPG

WEP 
Naphtha

NAM 
Naphtha

NEA 
Naphtha

SEA 
Naphtha

Dollars Per Metric Ton 2010

U.S. Ethane at Fuel Value 
+ 5 Cents per gallon

*M DE cash costs are average values of Iran and Saud i Arabia
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Global Ethylene Production CostsGlobal Ethylene Production Costs
2010

Cumulative Ethylene Capacity (Million Tons)

50

250

450

650

850

1050

1250

0 25 50 75 100 125 150

Dollars per Ton

WEP SAM
U.S.

NEA 
SEA

MDE Canada

Light Feeds

Heavy Feeds

Total Polyethylene Trade PatternsTotal Polyethylene Trade Patterns

Thousand Metric TonsThousand Metric Tons

20092009
20142014

--18791879--832832

--690690--450450

108301083045144514

--18251825--13271327

--14091409--13111311

--69046904--39453945

18011801--394394

1661166133063306

--15851585439439
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What Is the Result of Cost Disparity?What Is the Result of Cost Disparity?

Most polymer producers, Most polymer producers, 
whenever possible taking whenever possible taking 

into consideration the into consideration the 
financial and financial and 

technological difficulties, technological difficulties, 
will try to install new will try to install new 

capacity in those regions capacity in those regions 
where they will enjoy the where they will enjoy the 
greatest cost advantagegreatest cost advantage

Costs + Margin = Prices  Costs + Margin = Prices  

MarginMargin

CostCost

Polymer PricePolymer Price

Tied to Tied to 
Supply/Demand Supply/Demand 

BalanceBalance

Tied to EnergyTied to Energy

��

��
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4040

6060

8080

100100

120120

JanJan--20052005 JanJan--20062006 JanJan--20072007 JanJan--20082008 JanJan--20092009 JanJan--20102010

HDPE BM Contract PriceHDPE BM Contract Price

U.S. PriceU.S. Price,, Cents Per PoundCents Per Pound

PE Prices Can Be “Event Driven”PE Prices Can Be “Event Driven”

$147 Crude Oil$147 Crude Oil

$41 Crude Oil$41 Crude Oil

Hurricane Hurricane 
RitaRita China StimulusChina Stimulus

$55 Crude Oil$55 Crude Oil

EconomicEconomic

RecessionRecession

Ethane Price Run Up Ethane Price Run Up 

55 ¢/gal to 110 ¢/gal55 ¢/gal to 110 ¢/gal

$50 Crude Oil$50 Crude Oil

$13 MM Btu Gas$13 MM Btu Gas

--6666
00
6666
132132
198198
265265
331331
397397
463463
529529
595595
661661

--33
00
33
66
99

1212
1515
1818
2121
2424
2727
3030

9595 9797 9999 0101 0303 0505 0707 0909 1111 1313 1515
Ethylene Margin Ethylene Margin -- Average Acquisition Ethylene Price Minus Average Acquisition Ethylene Price Minus 
Ethane Cracking CostsEthane Cracking Costs
PE Margin PE Margin -- Contract HDPE Blow Molding NonContract HDPE Blow Molding Non --Int. Including Int. Including 
DiscountsDiscounts

Cents Per Pound PolyethyleneCents Per Pound Polyethylene

U.S. Chain Margins Will Dip Down In 2011
Dollars Per Dollars Per Metric TonMetric Ton
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PE PE TakeTake--AwaysAways
•• Polyethylene demand recovering……South Polyethylene demand recovering……South 

America, what crisis?America, what crisis?
•• PE prices driven by the high cost producer PE prices driven by the high cost producer ––

naphtha based!naphtha based!
•• North America PE cost advantage strong vs. North America PE cost advantage strong vs. 

other regions except Middle Eastother regions except Middle East
•• Despite delays and shutdowns, Despite delays and shutdowns, 

unprecedented oversupply conditions will unprecedented oversupply conditions will 
drive down operating rates and margins drive down operating rates and margins 

•• The cycle trough is expected from Q4 2009 The cycle trough is expected from Q4 2009 --
2011, global recovery evident by 20122011, global recovery evident by 2012

Gracias!Gracias!

See you at...See you at...

2010 Plastics Processors Conference 2010 Plastics Processors Conference 
September 20September 20--21, 2010 21, 2010 

The Westin Michigan Avenue ChicagoThe Westin Michigan Avenue Chicago
Chicago, IL USA Chicago, IL USA 

More information at More information at www.cmaiglobal.comwww.cmaiglobal.com


