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Welcome to price know-how

A monthly publication looking at key factors

that affects UK polymer markets.

www.plustribution.co.uk

Tel: +44 (0) 1530 560560

The concept of a user friendly market report came from
feedbuck ubout un article published in PRW (Plustics &
Rubber Weekly) ubout the 2011 market outlook to which
Plastribution made a significunt contribution.

Whilst some price surveys currently exist they ure often
difficult to interpret, use foreign currencies, und differing
units of meusure. Price Know-how dims to be relevant by
providing un overview, mauteridl group specific reports
and more generdl economic information including
exchunge rates and GDP growth.

To keep things relevunt the report is in £ Sterling with
tonnes us the common unit of meusure.

Emdil: report@plaustribution.co.uk

The objective of the report is to form the busis of
discussion ubout issues such us pricing und avdilability
und so be u busis on which to consider purchusing
strateyies.

It is dlso believed thut the report will support customers in
expluining polymer price tfrends to their own customers,
employees und shureholders.

As ulways we would welcome your feedback, und us
ever your sules tfeum is uvuiluble to discuss your specific

requirements,

The Plustribution Teum
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What are the implications of
high crude oil prices for future
polymer pricing?

Price |ndex Brenf Crude In previous editions of Price Know-how we huve First let us look ut the components of polymer cost: -
. discussed the situation on oil prices versus the ylobudl
& Polyolefin Basket economic situation, and in particular ilustrated that Polyethylene Price
compured with the 2008 / 2009 economic crisis where oil
17 prices plunged from record highs of over $140 per barrel Componen‘l‘s March 11
1.6 to below $40 per burrel the current situation is that the
15 //\‘ ,A\/\ frice of oil remuins very stuble ut the relatively high level
1.4 //A\ of $110 per burrel. Other Costs & Profit 22%
1.3
1.2 // h— Given that polymer prices have recently fallen by a
11 ? ~— bigger fuctor than crude oil what does this meun for
! polymer producers. As is illustrated below this very much
0.9
© o © © © o = = = - = depends on the type of producer.
| | | I I | | I I | |
® Brent Crude
@ Polyolefin Busket
C2 Contruct 78%
) ) ) o Polymer und feedstock price dutu p' st tion
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PE Margin over Feedstock

Now let’s consider feedstock where there ure various
price points dependiny ut whut point the polymer
froducer buys (or values) its raw materidl,

Mdany people talk of hon-integrated, part-integrated,
und fully integrated producers. In the cuse of
polyethylene und polypropylene their stutus is
provided in the following tuble: -

Crude Ol Integtuted
Nuptha Part-intfeygruted
Ethylene

(C2)/Propylene(C3) Non-integrated

www. plastribution.co.uk Tel: +44 (0) 1530 560560

The following gruphs look ut the rahyge of maryins for
polyethylene und polypropylene for the lust 3 yeurs: -
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PE Margin over Feedstock

PP Margin over Feedstock

From these graphs it is clear that non-inteyrated
producers who buy ethylene or propylene on u contract
busis have the bigygest challenge, und dre sometimes
fuced with the possibility of hot even covering their
variuble costs. Whilst in theory economics would sugyest
that loss making production would ceuse immediately
the redlity is that mauny hon-integrated polymer
producers commonly enter into “tuke or puy’ contracts
with their suppliers in order to ensure competitive pricing
und continuity of supply.

Price udjustment in the spot murkets ure mMuch more
in-line with expectutions, ulthouygh the conseyuentidl
reuction of the propylene suppliers encouruyges the
buyers of spot propylene to continue to produce on the
busis of on-goinyg profitability.

Also it should be noted thut there ure alternatives to
the crude oil, haphtha, C3 & C2 such us ethane gus
to ethylene where costs cun be very different, and
profitubility cun still be muintained even in the most
chdllenging market conditions.

The change in conversion profitability for confract
buyers of propylene has been dbout £100 per tonne und
ethylene £80 per tonne from their muximum levels.
Non-integrated PP producers currently talk of losses in
the order of £40 per tonne.

Polymer und feedstock price dutu pi st tion
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What next?

If oil prices remuin high it is inevituble that those
non-inteyrated polymer producers will reduce output,
and eventudlly the market will tighten and prices

will increuse.

How long will this take?

Typicdlly the longest period thut losses ure sustuined
by producers is 6 months? On thut busis we dare
about halfway through the cycle und can anticipute
strengthening rumours of price increuses for the
beyginning of Q1 2012,

Similar arguments will upply to other volume polymers
including, PS, PVC, & PET. The high margin engineering
polymers tend to be less directly influenced by
feedstock, und price is more influenced by
competition to win market share.

www. plastribution.co.uk Tel: +44 (0) 1530 560560

Monomer Prices (£ GBP per tonne)

Dutu provided by PIE www.pieweb.com

C2 (Ethylene) -£17.39
C3 (Propylene) -£47.83
Styrene -£20.87
Benzene -£35.66
Brent Crude -£14.50

Emdil: report@plaustribution.co.uk
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Polyolefins
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ORI
@ Demand

LDPE

So far demand hus

not recovered since

the summer period,

and producers are
conhcentrating on
munaginyg inventory levels
towdard the yedar-end.

Feedstock prices coupled
with the current economic
crisis continue to apply
pressure. Whilst the LDPE
market remains structurally
tight with global under
cupucity, the current
demand situation medns
that avdilability is good.

www.plustribution.co.uk

(#) supply
@ Demand

LLDPE
Slow off take from

converters is resulting in
improved supply.

Injection moulding grades
dre more bulanced than
film grades but feedstock
and pressures from the
brouder economic
situation continue to apply
downwudard pressure on
frices.

Tel: +44 (0) 1530 560560

£1,350.00

£ per fonne

HDPE

Avdilability is showing
some signhs of tightening
and producers remain
euyer to implement
price increuses in order
to restore ucceptuble
marygins.

Injection moulding grades
remdin in very short supply.
Price increuses are likely.

Emdil: report@plaustribution.co.uk

Brent Crude

Nuphthu Spot

Ethylene (C2) Spot
Ethylene (C2) Contruct
Propylene (C3) Spot
Propylene (C3) Confruct
Polyolefin Busket

(#) Supply
@ Demand

PP
PP is the softest of the key
polyolefins which in part is
due to the complexity of
the grade slate.

Although producers

have worked hard to
reduce inventories, buyers
continue to purchuse on
d ‘hand to mouth, basis
and this is addinhg to the
fressures on producers to
reduce prices further.

Other Polyolefins

The EVA supply situation has edsed considerably since
the summer period and us G result of lower demand
there has been some pressure on prices, particularly for
low VA content materidils.

MPP aund Plustomers follow the ethylene monomer price
frend.
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Styrenics
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ORI
@ Demand

PS

Despite u number of
planned maintenance
shutdowns supply
remained yuite sufficient,
and price softened on
the back of weukeniny
feedstock und lower
demund.

Butaudiene costs have
started to decreuse taking
pressure of the enhanced
foremium of HIPS over
GPPS.

(®) supply
@ Demand

ABS

Leud fimes are how similar
for both Western Europeun
and Far Eustern sourced
mauteridl.

Although prices from
Asia are how genherdlly
more competitive it is
notuble that some Asiun
producers believe that
prices in China have
how bottomed and

with a significant cut in
ABS production that the
bdalance will soon be in the
favour of producers.
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ORI
@ Demand

PC/ABS

Lony leud times persist
und demaund from the
automotive sector remains
strong.

The effect of softening raw
mauteridls have yet to be
reflected in pricing.

Brent Crude

Benzene Spot
Benzene Contruct
Styrene (SM) Spot
Styrene (SM) Contract

Other Styrenics
SAN und specidlities
such us ASA und SMMA
continue to follow the
price trend of styrene
monomer.
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Engineering

Polymers
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(#) supply
@ Demand

PA6

Leud times are steudily
reducing, und customers
have udopted more

of U ‘wuit und see’
dpprouch to purchusing
in the expectation that
falling raw materidl

costs will increuse price
competition.

The supply of hon-prime

materials continues to be
very tight.

www.plustribution.co.uk

(#) supply
@ Demand

PA66

The situation here is
buasicdlly the sume as

for PA6 where given an
expectation that prices
will at leust stabilize if not
fall then processors see
less point in holdihy large
inventories or mauking biy
forward commitments.

The supply of hon-prime

materidals dlso continues to
be very tight.

Tel: +44 (0) 1530 560560
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(@) supply
@ Demand

POM

Aguin J strony sentiment
that prices have pedked
has lead customers

to euse buck on their
fourchasing activity.

Already some of the
‘exotic’ material from
Chind looks less attractive
versus some of the more
estublished Asian sources.

The impuct of increused
cupdacity in Europe is yet
to be felt.

Emdil: report@plaustribution.co.uk

Brent Crude

Benzene Spot (EUR/T)
Benzene Contract (EUR/T)
Naphtha Spot (EUR/T)

Enygineering Basket

(@) supply

@ Demand

PC

[t certainly looks us if

the price of PC hus
peuked, und despite
strong demuand from ¢
range of sectors including
automotive price
competition intensified at
those uccounts buying
standard clear materidls,

(#) supply
@ Demand

PMMA

One of the more stuble
materials, with producers
adopting o more
philosophical approdch
to market conditions.

Avdilability is much
improved.

Polymer und feedstock price dutu
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(#) supply
@ Demand

PBT/PET

The feedstock situation

for PBT has improved
significantly and generdi
avdilability is as increused.

Demund from the
automotive sector is good
but the E&E market is fairly
subdued. Producers are
udopting a conservautive
dpprouch to umendiny
forices.
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£500.00 Naphtha Spot (EUR/T)

Polymers
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(#) supply
@ Demand

PPS Other Engineering Polymers

Supply from Jupunese In overdll terms it looks us if the rate of price increuse
producers has improved is now starting to reduce, und given the reldtively high
und those uffected by margin over feedstocks going forward very much will

the Tsunami & Earthquake depend upon the global economic situation.
have lifted Force Mdjeure
restrictions.

Demund hus dlso
increused us the
Japunese cur und cur
component industries
dlso start to return to full
foroduction.

Polymer und feedstock price datu pi s ion
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UK Economic Dutu

Bient Crlids Gl Pice per fonne _-__

Reul GDP (Q on Q) Q2 2011
GDP Reul GDP (Y on'Y) Q32011 1.9 Q
Zzzzz /’\_/\_\ UK Output Manufacturing (M on M) July 0.1 (N)
0000 N // UK Output Manufucturing (Y on'Y) August 2.5 (N
6000 N o~ * UsDrertonne Sules New Cur Reyistrations (Y on V) September 0.7 ()
500.00 ® GBP per fonne
40000 7&# Sdles Retuil Sales (M on M) September 0.7 @
Zzzzz Lubour Unemployment Rute August 8.1 ()
g =z 8 B 2 £ = E Prices CPI(YonY) September 52 (7]
¢ & 3 2 2 & % 3 Prices RPI (YoY) September 56 ()
Interest Rute Bunk of Englund Buse Rute November 0.5 5]
Exchunye Rute Dutu vs, £ Sterling The step change in crude ol prices that caused The Sterling / Euro exchunge rute is u key fuctor in
downwurd pressure on polymer prices in May 2011 is determining polymer prices, since most muterials are
cleurly depicted on the yruph. The subseqyuent effect Euro denominuted. At current price level euch Euro Cent
onh polymer pricing is discussed in the infroduction to chunge in prices represents a £16 per tonne impuct on
170 this report. our polyolefins materidls bausket.
163 ,%Wvﬁ,
:jg \\/ ~ The Sterling / USD exchuhye rate tends to be more
150 ® Euro influential on the price of ABS, PC und POM with
1.20 ’m ® USD significunt imports from Asia,
110 Whilst weduk Stirling increuses competiveness of exports
1.00 T

; ; ; ; C‘) oo from the UK it dlso causes inflution on imported yoods
”””””””””””” including plustic raw materidls.

Jul-09 -

Overdll Sterling remuins closely coupled with Euro the
and the dollar, and there is o reuson to expect uny
significunt change in the coming months with dll three
currencies fucing not dissimilar challenyes.
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Methodoloyy

This report is produced bused upon the following
fundumentails: -

o EURO bused priciny for feedstock und
folymer pricing

e Conversion of Euro und USD bused prices ut
prevuiling exchunge rutes

e Product buskets weighted uccording to UK
conhsumption

Plustribution Limited
PO Box 7743

5 Ashby Park

CEVA House
Ashby-de-lu-Zouch
Leicestershire

LE6S 1XY
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Discluimers

The informution provided in this report ure bused upon
data avdilable from both external an internal sources,
und whilst care is exercised in producing this report we
give ho gudruntee of uccuracy.

Furthermore we accept ho liability for purchasing
decisions bused upon the information provided us the

petrochemicul murket is complex und voldtile.

© Plustribution Limited. All rights reserved. 2011
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