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B&F management gets OK for buyout grant

By Dan Hockensmith
PLASTICS NEWS STAFF

Management at B&F Plastics Inc. hopes
to use a $200,000 economic development
income tax (EDIT) grant from Wayne
County, Ind., to help fund a management
buyout of the Richmond, Ind., film and
sheet extruder.

Completion of the deal would end nego-
tiations over B&F's future that have been
ongoing since its president, Paul Bertsch
IV, 44, was killed in a 2009 automobile acci-
dent.

SPECIAL REPORT

By Frank Esposito
PLASTICS NEWS STAFF

Those brave souls who
track North American resin
markets are hopeful that the
comeback of 2010 will con-
tinue in 2011.

But the 2010 comeback
hasn’t always felt like a
comeback. Higher auto
sales lifted domestic sales
of nylon, polycarbonate and
polypropylene, and packag-
ing uses once again kept
polyethylene afloat, but the
construction market contin-
ued to struggle.

If it weren't for exports,
the construction-led PVC
market would be having an
abysmal year.

Contradictions like that
can be found in markets for
most major resins. To sepa-
rate truth from fiction, Plas-

County commissioners approved the
EDIT grant Oct. 6. Commissioner Ken
Paust said in a telephone interview that
keeping B&F open is important to the local
€COnomy.

“It's an excellent business and, rather
than [have] somebody buy it and move
out of the country with it, we're happy to
be able to retain it and keep those jobs
here,” he said. “B&F has done very well. In
the last year, they've expanded by 30 per-
cent and they're looking to expand to
bring [more] jobs by 2012.”

According to an Oct. 5 news release

Exports
giveth and
taketh away

from the Economic Development Corp. of
Wayne County, the new owners wouid re-
tain 54 employees. (In July, the company
said it employed 65.) The release said that
if the buyout is unsuccessful the compa-
ny's assets could be separated and sold at
auction, ultimately resulting in B&F's clo-
sure.

B&F President Bruce Upchurch said in
telephone interviews that a successful
management takeover could create 26 po-
sitions by the end of 2012.

The buyout would involve two B&F offi-
cials and centinue a tradition of Bertsch

Cross your fmgers hope for best
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tics News spoke with a num-
ber of resin executives and
industry consultants for
their assessments of 2010 and their
thoughts on what might lie ahead in 2011.
Here’s what this hardy bunch had to say.

Polyethylene

Natural gas has saved the day for
North American PE makers.

Abundant, low-priced supplies of nat-
ural gas feedstock have kept PE made in
the region competitive on a global basis.
And ongoing discoveries of

.\E,“‘A‘.S larger natural gas sup-
A'x plies have industry ex-
@ ecutives confident
that the scenario

won't change for the
foreseeable future.

“There’s been a fun-

damental change in the

A freight container is lifted from a stack to be loaded on a ship.

dynamic,” said Glenn Wright, commer-
cial vice president of North America Ba-
sic Plastics for Dow Chemical Co. in Mid-
land, Mich. “North American polyethylene
is more competitive today than at any
point in the last four years. There’s a
very upbeat attitude.”

John Hotz, PE business director for
Nova Chemicals Corp. of Calgary, Alber-
ta, agreed. “Feedstock fundamentals in
North America have started to shift in fa-
vor of North American [PE] producers,
and we see that continuing,” he said in a
recent phone interview,

Natural gas-based ethane feedstock
should have an advantage vs. crude oil-
based naphtha at least through 2014, ac-
cording to Nick Vafiadis, a PE/PVC mar-
ket analyst for Chemical Market
Associates Inc. in Houston. Currently,

about 70 percent of North American eth-
ylene monomer is based on ethane.

“By this point, we thought that PE
makers would be scrambling to fill ca-
pacity and that they'd lose pricing pow-
er, and that it would be a buyer’s mar-
ket,” Vafiadis said at a recent conference
hosted by his {irm in Chicago. “But PE
has record margins and the outlook is
pretty good.

“What happened was the energy shift
to light feeds [ethane]. Resin makers
have invested hundreds of millions of
dollars to ensure that their plants can
handle light feeds in order to be more
competitive.”

On the demand side, J.S./Canadian
sales of high density PE were down less
than 1 percent through July, as domestic

See LDPE, Page 10
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family involvement in the company.

Co-founder Paul Bertsch Il was a former
president of Richmond-based custom
sheet extruder Primex Plastics Corp. be-
fore helping to start B&F in 1988. He died
of a heart attack in 2005 at age 70. Co-
founder Paul Bertsch IV was the sole own-
er of B&F when he died June 2, 2009, leav-
ing B&F in estate.

Upchurch said under the proposed buy-
out, the new owners would be himself,
with a majority share; Bob Cramer, B&F's
vice president of production; and 19-year-

See B&F, Page 20

Mercury buys
plant from
Excelsior

By Dan Hockensmith
PLASTICS NEWS STAFF

Bag maker Mercury Plastics Inc. has ac-
quired the assets of Excelsior Packaging
Group's plant in Vancouver, Wash. Terms
of the deal were not disclosed.

Yonkers, N.Y -based Excelsior operated
two l0-color printing presses, three slit-
ters and flexible packaging converting ma-
chinery in the Vancouver plant, Mercury
President Benjamin Deutsch said in an
Oct. 5 telephone interview.

Between 30 and 40 Vancouver employ-
ees will make the transition to Mercury
ownership, he said.

The focus of the plant’s production is

See Mercury, Page 20

Georgia-Pacific
closing Alpha

By Dan Hockensmith
PLASTICS NEWS STAFF

Georgia-Pacific Corp. will close its Alpha
Plastics film and sheet subsidiary in Ham-
let, N.C., by the end of November,

Kelly Ferguson, a spokesman for At-
lanta-based Georgia-Pacific, said the par-
ent company is working with 32 employ-
ees to provide counseling and to help
them find new jobs

He blamed the closing on poor market
conditions and low customer demand that
did not support the plant’s capacity.

“Our commitment is to continue ...
working with our customers as they look
for new suppliers,” Ferguson said in a
phone interview.

“The decision to close [Hamlet] has
nothing to do with the performance of the
employees; they operated it safely and ef-

See Alpha, Page 20
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LDPE stages surprise comeback, for now

Continued from Page 1
sales growth of almost 7 percent
was wiped out by a drop of more
than 24 percent in export sales.
Low density PE sales grew almost
2 percent as an 8 percent exports
drop cut into domestic growth of
almost 5 percent. Linear LDPE
posted the best results
through July, with 5 per-
cent domestic growth
and export growth of
almost 12 percent
adding up to overall
growth of 7 percent.

*Demand appears ta
e better on paper
than last year, but it's-a
question of what you're
measuring against, becanse
last year wasn't a good year,”
sald Mike Burns, a market analyst
with Resin Technology Inc. in
Fort Worth, Texas.

la an unexpected event, sup-
plies of LDPE became tight earlier
in the year because of a few pro-
duction outages and continued
demand for a product that had al-
most become an afterthought in
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recent years. Market watchers
said LDPE supply should improve
by the end of the year, but the
episode was a reminder that
LDPE 1s far from dead.

“Despite rumors of [LDPE] be-
ing a dinosaur, there’s still a lot of
demand for the material,” said
Hotz at Nova. “It still has a lot

of value in extrusion coat-
ing and other end uses.”
Vafiadis added that
LDPE “will lose some
of its premium by ear-
ly next year.”
On the pricing front,
regional PE prices ex-
ploded out of the gate in
2010, eventually rising 18
cents before falling 8 cents for
LDPE and 14 cents for LLDPE. All
three materials recently regained
5 cents. Compared to the start of
the year, regional HDPE/LLDPE
prices are up about 12 percent,
while LDPE prices are up almost
19 percent.

Longer term, U.S./Canadian PE
is expected to average annual
growth of almost 3 percent from

sk 1 - ity £47

Energy Saving - 40%" ™™™ & ITiC
it ‘

L=/ MEceamca

GAMMA MECCANICA NORTH AMERICA |
INNOVATIVE RECYCLING SOLUTICNS LLC 8
Toil Free +1 877.675.0775 - Far » 1 24858 505
WAL UMM MECUaNCans W, 4

Cross Section
Under Control

Outside

diameter ——— =
Inside diameter —<
Wall thickness —

With in-line OD / 1D / WALL measuring & control systems frem Zumbach,
your extrusion process & quality are under tight control

Tubing * Pipe = Hose = Medical tubing « All Plastics & Rubber — Diameters from .01 in.

. .
/s o Sl

Ultrasonic wall thickness
& - anil ecesntnicity scanmers.

o
f dllamitut

& ovality gauges,

1, 7 or 3 axes models.

USYS WALLMASTER
High performance processors for
display, statistics and reporting.

Ask us for additional Information: askme &zumbach.ch

Switzerland, Argentina, Benalux, Braes Chios. France, Germuny, liklia, [Falia, Snain, Taiwan, UK, USA
www.zumbach.com

2010-15, according to a CMAI pro-
jection. Demand had fallen an av-
erage of almost 3 percent annual-
ly from 2005-10. Demand growth
in PE pipe and profiles is expect-
ed to check in at almost 4 percent
from 2010-15.

Regional demand is expected
to finish 2010 up 8.5 percent after
falling 5 percent last year. Growth
in sales to PE pipe and profiles
[projected to grow 19 percent]
and extrusion coating [set to be
up 17.5 percent] are expected to
lead the 2010 growth parade, ac-
cording to CMAL

Owverall industry inventory
through August was up 205 mil-
lion pounds from a similar point a
year ago, according to CMAI,
even with LDPE inventories down
50 million pounds in that same
comparison. Operating rates for
U.S./Canadian PE production
were at 31 percent through Au-
gust.

“The marketplace, from a de-
mand perspective, has surpassed
the expectations of the industry,”
said Wright at Dow. “That’s a
function of [capacity] rationaliza-
tion and growth.”

“Supply and demand is bal-
anced to slightly snug, it’s not
loose,” added Nova’'s Hotz. “In-
dustry inventory is at 31-33 days
and demand is steady.”

“Demand hasn’t exceeded pro-
duction, so [PE makers] are OK.”
said RTI's Burns. “If a customer
needs to get cne or two exira
cars, they can get it. They can’t
get 10 cars, but | don't think we're
going to see that.

“People don’t buy that much
extra resin in general. They just
don’t order that way anymore.”

The packaging sector remains
strong in terms of PE consump-
tion, according to both
Hotz and Wright. Neither
executive expects recent
consolidation among a
few sizable packaging
firms to have much im-
pact on PE demand next
year.

“The [packaging] in-
dustry does have a ten-
dency to consolidate,
but there also are start-
ups of new firms,”
Wright said. “Consolida-
tion also tends to occur in market
spaces where they’re not innovat-
ing, so it has minimal effect on
the broader market.”

For Hotz, consolidation at the
processor level means “the big
get bigger and the marginal are at
risk.”

“The [PE] film market is already
oversupplied,” he said. “Those
companies are always looking for
demand to run their lines.”

The shadow of large waves of
Middle Eastern PE capacity could
affect North American producers
by reducing their opportunities
to export in 2011. Much capacity
in that region has been delayed,

Double-edged exports

January through July 2010*
Exports help U.S./Canadian PVC & LLDPE sales ...

PVC LLDPE
Export sales change (%) +65 +11.6
Domestic sales change -5.1 +5.3
Total sales change +8.2 +7
Sales in pounds
gained via export +914 million  +221 million

... but have opposite effect on PP & HDPE.

pEe HDPE

“ Export sales change (%) -48.8 -24.3
Domestic sales change +114 +6.8
Total sales change +2.2 -0.5
Sales in pounds

lost via export -738 million  -553 million

“‘Change vs. year-ago pericd  **PP includes Mexico
Source: American Chemistry Council, Washingten

but now is beginning to surface.
As a result, the U.S. share of PE
imports into northeast Asia [in-
cluding China] is expected to fall
from 9 percent to 5 percent by
2014, according to CMAL The Mid-
dle East’s share of that business
is expected to grow from 24 per-
cent to 59 percent in that time,

By comparison, the only new
capacity set for North America is
a 60 million-pound LDPE expan-
sion by Nova in Canada by the
end of 2010. But the lack of new
capacity has done little to dim
producers’ enthusiasm,

“We're feeling much more posi-

‘Despite rumors
of [LDPE] being a
dinosaur, there's

still a lot of demand
for the material’ X

tive [about the PE market] than
we were a year ago or even three
years ago,” said Wright.

“It’s possible that 2011 [will be]
a little better than what we saw
going into 2000,” Nova's Hotz
said. “2011 could be a pretty good
year.”

Polypropylene

Like Elvis sang in “Suspicious
Minds,” North American PP is
caught in a trap.

The low-priced natural gas
feedstocks that have helped PE
and PVC have had the opposite
effect on PP economics, since

those materials produce less
propylene monomer than crude
oil-based feedstocks do. As a re-
sult, PP prices have whipsawed
along with changes in propylene
price, as PP has exited the ranks
of affordable materials.

“Polypropylene has gone
through adjustment over the last
several months,” said Wright at
Dow. “PP in the U.S. has become
high when compared to the rest
of the world.

“There’s still some volatility in
PP and propylene monomer, and
that dynamic isn't going fto
change, althocugh more on-de-
mand propylene supply
might mitigate the situa-
tion a little bit.”

“lssues with [propy-
lene] monomer have
kept the [North Ameri-
can] price up globally
and North America can'’t
compete,” sald Scott Ne-
well, a PP market analyst
with RT], “The ethane ad-
vantage is expected to
continue in'the future, so
that will mean tight pro-
pylene supplies and big spikes
any tme we have outages.”

The propylene monomer issues
have overshadowed a year in
which domestic PP demand re-
bounded strongly, up more than
11 percent through July. Surging
sales into the transportation mar-
ket led the way, climbing more
than 70 percent. But the lack of
U.5. competitiveness with foreign
resin prices sank North American
PP exports, which were down al-
most 49 percent through July.
The net result was a gain of just
over 2 percent.

*Domestic demand growth has

See PVC, Page i
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PVG exports fill in for construction losses

Continued from Page 10

heen pretty strong,” Newell said.
“And the trend In exports isn’t
short-term, it's here to stay. We
don't see export demand being
what it once was. There's new ca-
pacity in the Middle East and Far
East and other optons.™

CMAI PP/P5 analyst Esteban
Sagel said at his firm’s recent
event that North American PP
buyers might want to look at im-
porting PP from outside of the re-
gion.

“High [North American PP]
prices may lead to more resin im-
ports or more imports of finished
goods” like biaxially oriented PP
film, he said. “Importing resins
would help balance supply/
demand and over time could
bring down PP prices in the re-
gion. [PP processors] have to
work around sourcing only do-
mestic PP to get around the tight-
ness of propylene.”

If current trends continue,
Sagel estimates North America
could be a net importer of PP by
2015, at which point it would be
importing almost 700 million
more pounds of PP than it was
selling in the export market.

An increase in on-purpose pro-
pylene production — instead of
its typical production as a by-
product of the gasoline refining
process — could increase propy-
lene supply and help stabilize the
PP field somewhat. Technology
provider PetroLogistics already
has restarted a plant in the Hous-
ton area with
that goal in
mind.

Pricing-wise,
regional PP
prices ram-
paged up 22
cents per
pound in 2010
before giving
back 20 cents. g
They recently Wright
regained 5 cents and are up an av-
erage of almost 8 percent since
the start of the year,

The current supply/demand
picture for North American PP is
“at balance,” according to Dow’s
Wright.

“There was rationalization pri-
or to 2010, so we're seeing oper-
ating rates in
the mid- to high
80s and those
should be high-
er in 2011. The
markets we're
seeing growth
in are tied to
sustainability
— flexible pack-
aging, food
packaging, busi-

Newell

ness-to-business industrial pack-
aging. These are areas where cus-
tomers are looking for innovative

sustainable said
Wright.

But Mewell is concerned that

solutions,”

‘A big PP converter told me
they were thinking about switch-
ing a product back to poly-
styrene, and | almost fainted, be-

cause it had always been the

other way around.

domestic demand lo the second
hall of 2010 might not be as
strong as in the first, and Sagel
said he's heard some surprising
substitutions  suggested by
Prouessors.

*A big PP converter told me
they were thinking about switch-
ing a product back to poly-
styrene, and | almost fainted, be-
cause it had always been the
other way arcund.” he said.

Overall North American PP de-
mand growth for 2011 should be
in the 4-5 percent range, accord-
ing to Wright at Dow. Its growth
rate should be higher than that of
PE because it sells into a broader
market, including the durables
segment, where there's pent-up
demand.

PVC

North American PVC exports
are expected to remain robust for
the foreseeable future — which is
a good thing for the region’s PVC
makers, since the construction
market isn’t showing many signs
of life.

“There's good PVC demand
growth in developing countries
and there’s plenty of room to
compete,” said Brad Esckilsen,
PVC business director at For-
mosa Plastics Corp. USA in Liv-
ingston, N.J. “As long as freight
rates don’t go crazy, we should
see exports remain strong for a
while longer. Right now, we're ex-
porting as much as we need to.”

“We're getting into record terri-
tory for [North American] ex-
ports. of PVC," added RTI PVC
imarket analyst Mark Kallman.
“And part of that s that demand
in Narth America is sluggish righl
now. There's not too much to get
excited about in
housing mar-
kets. | think
PVC makers are
writing off the
2010 housing
market and
looking to 2011.7

The export
market is so
—-— strong that For-
Kalliman mosa expects it
to contribute to higher operating
rates for North American PVC
makers for the next five years, Es-
ckilsen added. PVC also is expect-
ed to retain its advantage in cost
per cubic inch vs. HDPE and oth-

er commodity plastics, he added.
In 2010, PVC enjoyed a 32 percent
advantage over HDPE in that
comparison.

Esckilsen also anticipates that
U.S. annual per capita PVC con-
sumption hit bottom at 24
pounds in 2009 and should recov-
er to 31 pounds by 2015. That lev-
el had peaked at 37 pounds in
2004.

At CMAI, Vafiadis sees better
days ahead for U.S./Canadian
PVC, but he admitted the market
“might need several quarters to
climb out of this hole.”

Moving ahead, CMAI expects
U.S./Canadian PVC demand to av-
erage almost 5 percent growth
from 2009-14, after averaging a
loss of almost 8§ percent from
2004-09. Growth in 2009-14 should
be led by the pipe, fittings and
flooring/coatings sectors, each
with growth of almost 5 percent.

The first half of 2010 again
proved to be a rough one for do-
mestic demand of U.S./Canadian
PVC, as demand fell almost 3 per-
cent. But stratospheric export
growth of almost 55 percent lifted
total demand growth to almost 6
percent.

The collapse of the U.S. hous-
ing market remains stunning,
even five years after its cheap fi-
nancing-fueled peak. In 2005, the
U.S. recorded almost 2.1 million
housing starts. That number
swooned to less than 600,000 last
year and is on track to be near
that level again this year. The
plunge has been devastating for
the North American PVC field,
which traditionally sells about 60
percent of its output into pipe,
siding and other construction-re-
lated uses.

At Formosa, Esckilsen said that
“sustainable rate” for annual U.S.
housing starts is somewhere be-
tween 1.3 million and 1.5 million.
One long-time PVC executive said
the “new normal” for the U.S.
market eventually should be
about 1.3 millicn new builds per
year, but he was unsure when
that number would be reached.

“We might be around 650,000
[new builds] this year, but home-
builders are still selling off exist-
ing inventory,” he said.

At CMAI, Vafiadis is a little
more hopeful about US. con-
struction, citing low interest
rates, increased bank lending,
stabilizing home prices and what

looks to be the end of a “foreclo-
sure wave."”

Thankfully, exports have filled
the void left by construction, Ex-
ports jumped from 12.5 percent
of U.5./Canadian PVC sales in
2007 to more than 27 per-
cent in the first half of
2010. They're expected
to surpass 28 percent
of total sales in 2010,
according to Vafiadis
at CMAL

PVC exports have
been attractive, since
the use of low-priced nat-
ural gas feedstocks have
made PVC feedstock ethylene af-
fordable on a global basis. One
long-time industry executive de-
scribed the impact of low-priced
natural gas as “a sea change” for
the North American PVC market.

“The export market is giving us
a buifer, allowing us to run at
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much higher utilization rates,” he
said. “We're in the high 80s and
could be somewhere in the 80s
again next year.”

But the executive added that
returns on North American PVC
businesses are ‘“very
weak.”

“If you build a lot of
capacity at today’s
costs, you'll get very
little return, if any,”
he said. “It's not very
appealing.”

At the same time, For-

mosa’s Esckilsen said
that a maturing U.S./Canadi-

an construction market could
benefit PVC makers over time.
“The remaining players in the
[PVC] market should be able to
enjoy a more disciplined market
and position themselves for a
more reasonable return on assets
See PET, Page 12
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PET languishing under excess capacity

Continued from Page 11
than in the last decade,” he said.

In the pricing world, regional
PVC prices moved up 10 cents
per pound in 2010 before giving
up 5 cents of that amount and the
stabilizing. The net increase for
the year sees prices up almost 7
percent when compared to the
start of the year.

PVC makers in the region are
locking to move upstream into
more production of PVC feed-
stocks in an attempt to improve
their profitability, Vafiadis said.
On the resin side, Formosa will
add a moderate amount of spe-
cialty PVC capacity later
this year, and Shin-
tech Inc. is set to in-
crease capacity at
its Louisiana loca-
tion in early 2011.
Almost all of the
new Shintech out-
put is expected to
be sold into the ex-
port market.

Esckilsen cited a recent
national study indicating that re-
modeling spending may be on the
rise. “There's more spending there
than you'd think,” he said. “If you
break it down, spending on siding,
decking, replacement windows
and fencing is fairly well off.”

But RTYV's" Kallman cautioned
that although remodeling helps,
the PVC market “nesds new con-
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struction for a full-Blown recoy-
ey

“Exports have prevented fur-
ther resin closings, so things
seam better,” he said. “Producers
fee] like they're closer to the light
at the end of the timnel — but the
tunnel is longer than Lhey origi-
nally expected.”

PET

It's not a good reflection on the
North American PET market
when two of its major players
have planted “For Sale” signs in
front of their businesses.

That's what Eastman Chemi-
cal Co. and Invista have
done. Eastman’s decision is
especially noteworthy,
since the firm has been al-
most synonymous with
PET for decades. Their
decisions are an indicator
of lapsed profitability both
in the global and North
American PET sectors.

“Global PET has been fairly
poor for the last several vears,”
CMAI PET market analyst Chase
Willett said at his firm’s event.
“And it’s not going to get better
from a producer perspective for
several more years.”

In North America, CMAIl ex-
pects demand growth of 1 per-
cent this year after demand fell in
2008 and 2009. Demand isn't ex-
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pected to return to 2007 levels
until 2015.

Demand growth in 2010 might
be at slightly less than gross do-
mestic product levels, with it
matching GDP for the next few
years, according to Mark Adlam,
North American business direc-
tor with PET maker M&G Poly-
mers USA LLC in Houston.

And vet, paradoxically, capaci-
ty continues to be added in North
America and around the world.
Excess global PET capacity is
nearing 15 billion pounds, while
in North America, a recent expan-
sion by Bangkok-based Indorama
Polymers Public Co. Ltd. in De-
catur, Ala., has pushed the re-
gion’s PET surplus to about 2 bil-
lion pounds.

At RT1, PET analyst Dewsbury
is a little more aptimistic, placing
North American demand growth
at 2-3 percent this year and antici-
pating growtl of 2-4 percent in
2011,

“Nobody’s really dolng great In
the PET industry,” he said, “2011
will ook better than 201(), but it
won't come back as much as we'd
Hoped:-"®

Part of the reason PET’s come-
back will be difficult is that most
major conversions

‘Global PET has been fairly poor for the last
several years. And it’s not going to get better
from a producer perspective for several more

years.’

pound expansion, new producer
Selenis Canada will add about 200
million pounds of PET capacity
by converting a specialty poly-
ester plant near Montreal. Dews-
bury said he believes Selenis is
banking on its ability to serve
customers in the northern U.S.,
as well as large PET bottlers in
Chicago and Detroit.

M&G’s Adlam added North
America “will see the effects of
the new capacity for a full year
for the first time” in 2011.

Another issue challenging PET
makers this year and in the near
future, according to Dewsbury at
RTI], is that industry consolida-
tions have left North America
with three large PET blow mold-
ers — Ball Corp., Graham Packag-
ing and Constar Inc. This evolu-
tion “has taken pricing power

from PET to glass —
such as in carbonated
soft drink [CSD] bot-
tles — already have
happened. The
growth of the bottled-
water market provid-
ed true organic
growth for a few
years, but growth
there has slowed.
Then CSD and water
markets got ham-
mered by lightweight-
ing on the part of bot-

‘Lightweight-
ing has slowed
down, but |
don’t see any
big conversions
on the horizon.
And water has
run into a wall’

Mike Dewsbury
ATl

tlers, which reduced
the amount of resin used per bot-
tle by as much as 50 percent.

“Lightweighting has slowed
down, but | don't see any big con-
versions on the horizon," Dews-
bury sald. “And waler has run
into a wall. & ot of fillers have
space available”

“There’s not a lot of glass left to
convert, and what’s left isn’t big-
volume glass,” Willett added.
“That doesn’t mean there aren’t
opportunities, but there's not an-
other water out there.”

Adlam agreed that “there's not
a lot of lightweighting left to go,”
although he said some reduction
could take place in the hot-fill
market.

In pricing, regional PET prices
at one point were up almost 8
cents per pound in 2010, but have
given back most of that amount
and now are roughly flat vs. the
start of the year.

On top of Indorama's billion-

away from PET makers,” he said.

One silver lining for North
American PET makers in 2010 —
and hopefully into 2011 — was
improved feedstock and integra-
tion logistics, which reduced the
amount of foreign PET entering
the U.S. Such imports are on
track to be down 30 percent in
2010.

That trade balance swing also
boosted exports, providing North
American PET makers with a shot
in the arm, according to Adlam.

“Exports increased dramatical-
ly, and that trade swing should
still be there next year,” he said.
“Exports should still be strong
and imports will be down.”

At its current pace, the North
American PET sector will be a net
exporter this year, after being a
net importer in 2009, Willett said.
That swing will result in a net 3
percent increase in operating
rates, which will improve to 84

Chase Willett
CMA}

percent.

“U.S8. domestic demand hasn’t
grown significantly, but the net
trade position grew and pro-
duced better operating rates,”
Willett added. “The industry
locks healthier and that should
continue into 2011.7

But the fates of the PET busi-
nesses of Eastman and Invista re-
main undecided.

“There’s a lot of interest in the
North American PET players and
who they’re going to be in the fu-
ture,” Willett said. “What makes it
interesting is that there’s no dom-
inant player and there hasn’t
been for several years. There are
four or five players, each with a
15-20 percent market share.

“My bet is that Eastman will
sell first, probably by the end of
the year. 1 don’t know about In-
vista. | think one of the deals wiil
be a consolidation with an exist-
ing player and the other will be a
new entry.”

At M&G, Adlam said he be-
lieves both Eastman and Invista
could find buyers for their PET
units by the end of the year. He
added that potential buyers are
looking at a North American PET
field that’s changed drastically in
the last few years.

“We went from having growth
of 6-7 percent every vear to basi-
cally being filat,” he said. “At 7
percent growth, we needed about
700 million pounds of new capaci-
ty each year just to keep up. Now,
we don’t need that. We made a
[capacity] announcement our-
selves, but then pulled it back.

“We need maybe half that
much new capacity now, and
there could be more rationalizing
of older plants.”

Polystyrene

The bright spots for the North
American PS market have been
few and far between in recent
years, but the chance to compete
with PP and disciplined supply
behavior have prevented things
from getting worse.

And in PS country, that just
about counts as a victory.

“In the past, [PS makers]
looked at market share for a mea-
sure of success,” said CMAI's Sa-
gel. “Now, it’s about profitability.”

The region’s PS producers “are

See PS, Page 13
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PS holding its own, auto helps nylon, PC

Continued from Page 12

enjoying good profitability right
now, even though the market is
theoretically oversupplied,” Sagel
said. “We think some capacity
has been taken off-line, even
though it hasn't been an-
nounced.”

The North American PS market
has been reduced to three main
suppliers. More than 1.7 billion
pounds of capacity has left North
America since 2006, as U.S./Cana-

‘Auto builds
are on track to be
up about 30 per-
cent and resin

sales are up by
double dlglts

dian PS demand fell an average of
5 percent between 2005 and 2010,
according to CMAL

Higher prices for benzene feed-
stock played a big role in PS pric-
ing itself out of a number of mar-
kets, but now benzene prices are
expected to be stable, allowing PS
to compete with increasingly ex-
pensive PP.

“PP is still high, and that could
help PS gain some food-packaging
business,” said RTI PS market an-
alyst Stacy Shelly. Regional PS de-
mand growth in 2011 could be as

‘PP is still high,
and that could help
PS gain some food-
packaging busi-
ness.

Stacy Shelly
RTI

high as 2-3 percent, he added.

CMAI expects PS demand
growth to be almost flat from
2010-15, averaging only 0.2 per-
cent. Regional PS operating rates
should be 80-90 percent in 2011,
Sagel said.

Recent operating rates have
been in the 75-80 percent range,
according to Shelly.

“If operating rates get above 80
percent, [PS makers] are doing
pretty good,” he said.

U.S. and Canadian PS pricing
witnessed a 10-cent upward move
in 2010 before giving back 6
cents. Compared to the start of
the year, prices are up almost 5
percent.

Through July, U.S./Canadian PS
sales were down 2 percent, as ex-
port growth of 28 percent soft-
ened a domestic sales drop of al-
most 4 percent.

“The domestic market is soft

but holding,” Sagel said. “We ex-
pect PS profitability to remain el-
evated. Producers are willing to
take steps to maintain it.”

Nylon

The resurgent U.S. automotive
market has lifted the spirits of ny-
lon resin producers.

“It’s fair to say the economy re-
covered in 2010,” said Dave
Donofrio, global business direc-
tor for nylon mar-
ket leader DuPont
Co. of Wilmington,
Del.

“It came back
stronger than we
anticipated. Auto
builds are on
track to be up
about 30 percent
and resin sales
are up by double-
digits.”

After bottoming
out near 8.5 mil-
lion in 2009, U.S. auto and light-
truck builds could approach 11.5
million this year.

“There’s cautious optimism
across the entire supply chain,”
Donofrio added. “The chain is
pretty tight and
it should re-
main that way.
[Nylon users]
that survived
the recession in
08 are being
cautious about
returning to

having big
chunks of in- /2
ventory. Blanchard

There’s still lot of caution out
there.”

North American operating
rates for nylon 6 resin should av-
erage around 94 percent for 2010
and remain near 90 percent
through 2012, according to CMAI
nylon analyst Paul Blanchard. Op-
erating rates for that material had
bottomed out near 80 percent in
2009.

For nylon 6/6, North American
operating rates should finish 2010
under 70 percent, but will gradu-
ally improve and approach 80
percent by 2014, according to
CMAL

Tight supplies of feedstocks —
including nylon 6 feedstock
adiponitrile and nylon 6/6 feed-
stocks benzene and butadiene —
helped producers to win price in-
creases of 15-20 cents per pound
in the first half of 2010.

“Raw materials are a little bit
better now, but things are still
pretty tight,” Donofrio said. “We
even saw tightness in glass fiber,
which affected compound pro-
duction.”

“Last year, things were really
down,” said Blanchard. “But now
you can't find material.”

With auto production expected
to remain healthy — 2010’s pro-

jected build number
of 11.5 million would
be a 35 percent jump
vs. 2009 — nylon resin
sales could grow 10
percent in 2011 and
reach double-digit lev-
els again in 2012, ac-
cording to DuPont’s
Donofrio.

“As far as penetra-
tion rate per vehicle,
the big component is
under-hood,” he said.
“Powertrain innovation got nylon
to where it is today, and that con-
tinues to be a big application.”

The Asian market continues to
grow at a faster pace than North
America — with miniaturization,
and flame retardant and non-
halogenated grades driving busi-
ness in conductors and other
electronic parts — but North
America continues to hold its
own.

“Last year, we had just started
to see the rebound in automo-
tive,” Donofrio said. “This year, it
was super-strong.”

Polycarhonate

Polycarbonate’s wild ride has
continued, with
Y industry execu-
tive Sam Stew-
art saying the
material “had a
real nice re-
bound” in the
i first half of
2010.

“Our automo-
tive business
had been down

Stewart
as much as 40 percent because of

the recession,” said Stewart,
North American sales and mar-
keting vice president with Bayer
MaterialScience in Pittsburgh.
“But now that’s come back, and
the medical market is still a good
growth opportunity.”

Even with the automotive slow-
down, the North American PC
field churned out growth of about
3.5 percent in 2009, according to
Stewart. Other growth opportuni-
ties for PC heading into 2011 in-
clude flame-retardant transpar-
ent grades for electrical and
electronic enclosures and hous-
ings. In the medical field, insulin
pens and other drug-delivery
items hold promise. The potential
of PC to replace glass panels in
solar energy equipment also rep-
resents a new market.

On the pricing side, raw materi-
al dislocations for phenol, ben-
zene and other feedstocks al-
lowed Bayer and other PC makers
to win hefty price increases.
These higher tabs for PC — and
for ABS resin as well — allowed
BMS to post record quarterly
profits in 2010, according to CMAI
PC/ABS analyst Adrian Beale.

“Prices haves gone up dramati-
cally, and margins are higher

‘[PC] prices haves
gone up dramatically,
and margins are higher
than at any time in last

four years.

than at any time in last four
years,” Beale said at his firm’s
event in Chicago. But Beale
added that PC makers expect to
see a plateau, with prices easing
in the fourth quarter and level-
ing out next year.

Stewart at BMS said his
firm “had success in
passing costs through”
due in part to “very little
import activity” from
Asia in the first half of

the year.
North American PC
producers also battled

through an unusual situation
involving optical media-grade
material — used in CDs and
DVDs — earlier in the year, ac-
cording to Beale.

With CD sales plummeting in fa-
vor of digital media, PC makers
had scaled back on optical media-
grade output. But when demand
increased unexpectedly in early
2010 — due in part to DVD releas-
es of blockbuster films Awvatar
and Twilight: New Moon — they

<ERIALS

were caught short of
material, sending
prices for optical
media-grade PC up
as much as 50 per-
cent.

On the capacity
front, all eyes are on
a 570 million-pound-
capacity PC unit that
Saudi Basic Indus-
tries Corp. is set to
open in Al-Jubail,
‘Saudi Arabia, in ear-
ly 2011. But Beale said feedstock
sourcing issues could delay that
plant’s opening.

Concerns over alleged health
risks surrounding PC feedstock

bisphenol A also appear to
have receded some-
what as the market
faces 2011, al-
though CMAT's
Beale said BPA
foes now are fo-
cusing on 5-gallon
water bottles, after
affecting PC uses in
sports water bottles
and baby bottles.

At BMS, Stewart said he’s hear-
ing questions about BPA less of-
ten than he did a year ago at this
time.

The American Chemistry Coun-
cil “has done a good job in edu-
cating people about BPA,” Stew-
art said.

“I think that’s helped us see
more activity in newer products
and in product development this

»

year.
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