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M&A-News:
Monsanto has raised its offer for
Syngenta to $46 billion.

Pfizer can progress its $17 billion
purchase of Hospira after receiving
final regulatory approvals.

Valeant Pharmaceuticals has ag-
reed to pay $1 billion for Sprout
Pharmaceuticals.

More on Page 3,4and 5 »

Pharmaceuticals:

Eli Lilly developed a new experi-
mental drug that raises hope of
Alzheimer’s breakthrough.

Novartis buys rights to multiple
sclerosis drug Ofatumumab from
GlaxoSmithKline.

More on Page 12 »

Investments:

Solvay has started up a new fluo-
roelastomers plant at Changshu,
China.

Emerald Kalama Chemical will
increase its production capability
for benzaldehyde at Rotterdam,
the Netherlands.

Air Liquide has started up its glo-
bal-scale hydrogen production site
at Yanbu, Saudi Arabia.

Hallstar has opened an application
R&D center in in Suzhou, China.

More on Page9and 11 »

Companies:
BASF plans to combine all of its
pigments activities into a global
business unit.

Brenntag will become the first
distributor to join the initiative
“Together for Sustainability”.

More on Page2and3 »

People:

Bayer appointed Patrick Thomas
and Frank H. Lutz as CEO and CFO
respectively of the engineering
plastics spin-off Covestro.

More on Page 15 »

Significant Value Creation

The Merger of Merck Millipore and Sigma-Aldrich Creates a Leader in the Global Life Science Market

n September 2014, Merck announced the €13.1 billion acquisition of Sigma-

Aldrich, which by mid-August has received antitrust clearance from all rel-

evant jurisdictions including the US, Japan, Brazil, and China, and has some

pending final divestiture commitments in the European Commission. The deal

is regarded to create significant transformational opportunities for the life sci-

ence business of the German pharma and chemicals company and will establish

one of the leading players in the €100 billion global life science industry. Dr.Udit

Batra, CEO of Merck’s Life Science business, who will lead the combined activities

of Merck Millipore and Sigma-Aldrich after the closing of the acquisition, speaks

with Dr. Michael Reubold about the rationales for the acquisition and the trends

the company will support in the global life sciences market.

CHEManager International: The
M&A carousel in the global life
science industry is turning fast
driven by an ongoing consolida-
tion in the pharma sector, and the
life science equipment industry
makes no exception. What are the
reasons for this consolidation?

U.Batra: For the pharma industry, one
key driver is the growing amount
of genericization of blockbuster
and other drugs coming off patent.
Another is the increasing regula-

tory requirements which are low-
ering the approval probability and
delaying the approval time of new
drugs. Both factors are putting se-
rious challenges on the companies’
R&D pipelines. There are positive
trends like the growth of biologics
and emerging market growth. But
here again, in countries like China
regulations can change quite quickly
and are, thus, challenging.

If you translate that to our in-
dustry, I see the genericization chal-
lenge for the pharma industry not

necessarily as a negative for our
industry. In particular I'm speak-
ing of biologics because the market
for biosimilars is growing in many
emerging countries. Our goal is to
supply solutions to customers who
provide medicines and vaccines to
people everywhere. For instance,
our disposable bioreactor systems
have low capital intensity and can
easily be implemented in emerging
markets.

I do also believe that the increase
in regulations is beneficial for us, al-
though it creates a burden because
there is backward integration of
regulations to the supplier industry.
But as this requires more investment
and more training and readiness for
inspections, it is an advantage at the
end since the market entry barrier
is getting higher so that not every-
body can enter this business.

Consolidation often has cost cut-
ting as a driver. Has this also been
a rationale for the acquisition of
Sigma-Aldrich?

Continues Page 12 »

K+S in Legacy Potash Deal with Koch Fertilizer

he US subsidiary of Germany'’s
K+S has signed an exclusive
supply agreement with Koch
Fertilizer Trading for potash from its up-
coming Legacy mine in Saskatchewan,

Canada.

The deal comes just days after K+S’
private shareholders overwhelm-
ingly supported the management’s
rejection of a €7.9 billion takeover
bid from Canadian rival PotashCorp.

K+S believes the offer does not
reflect its true value; the contract
with Koch could certainly be seen
as underlining Legacy’s attractive-
ness to North American customers.

Koch Fertilizer Trading gets
rights to a projected volume of about
453,000 t/y granular potash for its
US customers. Scott McGinn, Koch
Fertilizer’s president, said: “This is

24-25 NOVEMBER | DUSSELDORF

Norbert Steiner, CEQ, K+S

an exciting opportunity to grow our
portfolio of fertilizer products to US
retailers.”

Legacy’s capacity will reach
about 2 million t/y by end 2017.The
mine is on track to be commissioned
next summer with the first ton of
potash due by end 2016.

Burkhard Lohr, chief financial
officer at K+S, described Legacy as
a game changer for the company.
“It will be one of the lowest cost
mines in Canada with a life of over
50 years. The value and financial

contribution of Legacy must not be
underestimated,” he said. The mine
will generate free cash by 2017 and
break even by 2018. “It will help to
increase our cash flow by more than
10% year by year,” noted Lohr.

Once Legacy is operational, K+S
said it would be the only potash
supplier with mines in Europe and
USA. Norbert Steiner, chairman of
the board of executive directors
at K+S, said: “Legacy expands our
global presence, expands the aver-
age lifetime of our mines and reduc-
es the average cost of production,
which will also benefit our German
sites.”

He added: “Our existing custom-
ers in Brazil, Southeast Asia, China
and India are already demanding
more products from us and there
are certainly US and Canadian cus-
tomers who are eagerly awaiting a
second choice.” (eb) =
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Dr.Udit Batra, CEO,
Merck Life Science

Solvay Takes Cytec for $5.5 Billion

ith its agreement to
acquire all shares of US-
based Cytec for $5.5 bil-
lion in cash, Solvay is moving into the
high-performance plastic composites

sector.

Headquartered in New Jersey, Cytec
has 4,600 employees worldwide. For
2014, it had sales of $2 billion and
a 20% REBITDA (recurring earnings
before interest, taxes and deprecia-
tion) margin.

The company’s main market is
aeronautics, for which it manu-
factures and markets primary and
secondary structural parts such as
carbon- and glass fiber-reinforced
prepregs for aircraft.

Solvay said it will gain “critical
scale and immediate customer inti-
macy” in aerospace. In automotive,

The key focus for the Congress is on industry concerns and experiences,
which will be highlighted through a series of presentations, a lively

exhibition and plenty of networking opportunities

Should you wish to sponsor, exhibit, advertise or register, please contact us:
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Jean-Pierre Clamadieu, CEO, Solvay

the group’s own strong positions with
OEM manufacturers and tier-one
suppliers will boost Cytec’s growth.

Cytec, said to be the leader in
tailored specialty chemical formu-
lations to enhance mining separa-
tion processes, is also developing
new technological applications for
composites in the automotive sector.

Solvay will integrate the busi-
nesses into its Advanced Materials
segment. The mining chemicals as
well as niche additives and phos-
phine specialty chemical business-
es will become part of Solvay’s Ad-
vanced Formulations unit.

The acquisition “marks a major
step change in Solvay’s portfolio
upgrade,” said CEO Jean-Pierre
Clamadieu.

He said it is “a unique opportu-
nity for Solvay to boost its customer
offerings in lightweighting with ad-
vanced materials in aerospace and
automotive, as well as to strengthen
its know-how with activities in min-
ing chemicals.”

Cytec CEO Shane Fleming said
Solvay’s focus is “perfectly aligned
with our businesses, while the tech-
nology synergies with their specialty
polymers and formulations exper-
tise should accelerate our growth.”
(eb) [ ]

+ + + Find all content of this issue plus latest market news on www.chemanager.com/en + + +
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BASF to Merge, Then Carve Out
Pigments Business

BASF plans to combine all of its pig-
ments activities into a global busi-
ness unit (GBU) as of January 2016
before carving out the entire busi-
ness into separate legal entities in
the second half of the year.

All employees of the pigments
business will be transferred to the
new business unit, which is likely be
headquartered in the Ludwigshafen
area. Alexander Haunschild, senior
vice president of the regional busi-
ness unit Pigments and Resins Eu-
rope, will head the new GBU.

The German chemical giant did
not say whether it intended to spin
off or sell any of the businesses,
which had combined sales of about
€1 billion in 2014 and 2,500 employ-
ees globally.

By creating an organization fully
dedicated to pigments, BASF will
be better able to adapt to the chal-
lenges in the pigments industry and
its customers benefit from tailored
services and higher responsiveness,
Haunschild said.

“We have achieved and main-
tained a leading position in the pig-
ments market through acquisitions
and a series of successful restruc-
turing measures. The new global
business unit will fully concentrate
on the pigments business and thus
be even more focused on supporting
the needs of our pigments custom-
ers,” said Markus Kramer, president
of the Dispersions & Pigments divi-
sion. (dw)

Evonik Seeks Sale or Partner for

Performance Materials Business

Specialty chemicals company Evonik
Industries is looking to sell or find a
partner for its Performance Materi-
als unit, which includes acrylic sheet
and resin, as well as other specialty
plastic materials.

In an interview on August 17 with
the Dow Jones newswire, Evonik’s
finance director Ute Wolf said the
company could not achieve the econ-
omies of scale that were necessary
for the long-lasting competitiveness
of the Performance Materials unit.

“There are certainly other in-
vestors, corporations and industry
groups which could make more of
it,” she said.

Based on sales, Performance Ma-
terials was the smallest of Evonik’s
three operating units in the first
half of 2015. The unit posted sales
of €938 million, a 4% fall compared
with the first half of 2014, repre-
senting about 27% of Evonik’s total
sales. EBITDA was essentially flat at
€82 million. (eb) n

Boehringer Sells US Generics Arm
to Hikima

Boehringer Ingelheim has sold its
US generics business for $2.7 bil-
lion to London-based Jordanian-
British Hikma Pharmaceuticals. At
the same time, it has taken a 6.7%
stake in the company. The acquisi-
tion price for Roxane is $1.2 billion,
but Boehringer is also picking up
$40 million in Hikma shares along

with milestone payments of up to
$125 million. Nucleus of the German
company’s generics arm is Roxane,
based in the US state of Ohio. The
firm produces and markets generic
versions of Boehringer’s products.
In 2014, Hikma already bought
Boehringer subsidiary Bedford
Laboratories (dw) =
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Clariant Forms Subsidiary for

Plastics & Coatings Business

Clariant is to establish a separate
subsidiary for plastics and coat-
ings, comprising the three business
units for masterbatches, additives
and pigments. The new subsidiar-
ies will be fully owned by Clariant
and will start operating as of Janu-
ary 1, 2016. Company CEO, Hariolf
Kottmann, said: “The new plastics &

coatings subsidiary will further en-
able differentiated business steer-
ing with a clear focus on absolute
profitability and cash generation
to further safeguard and improve
competitiveness in already mature
markets. This step will also enable
us to make appropriate investments
in our growth areas.” (eb) =

Chemical Invest Launched
by DSM and CVC

DSM has completed the merger of
its caprolactam, acrylonitrile and
composite resins businesses into
a new joint venture with private
equity group CVC Capital Part-
ners. The new company known as
Chemical Invest is comprised of the
Dutch chemical group’s Polymer In-
termediates and Composite Resins
business units carved out earlier to
facilitate the merger.

CVC will own 65% and DSM 35%
of the joint venture.

Announced in March of this year,
the transaction was said to have an
enterprise value of €600 million. Al-
together, the production units con-
cerned had pro forma third party
sales of €2.1 billion and EBITDA of
€106 million in 2014.

Along with its global caprolac-
tam activities in Europe and North
America, DSM is contributing its
60% stake in DSM Nanjing Chemical
Company (DNCC) in China - a joint
venture with state-owned chemical
conglomerate Sinopec and a Chinese
private investor — as well as the re-
lated licensing business.

A second Chinese jv with Sinopec,
Jinling DSM Resins (JDR), is also
part of the deal as well as the Dutch
group’s 65% stake in Sitech Services,
which operates its Chemelot Indus-
trial Park at Sittard-Geleen.

CVC has bought and sold stakes
in several international chemical
industry players in recent years. It
currently owns stakes in companies
including Evonik and Univar. (dw) =

LyondellBasell Sells PP Subsidiary
in Argentina

LyondellBasell has accepted an of-
fer for its wholly-owned Argentine
subsidiary, Petroken, from YPF and
Grupo Inversor Petroquimica (GIP).
Argentina’s state-owned energy
company YPF and Spain’s GIP will
each hold 50% of Petroken which
is one of the country’s leading PP
producers with an 180,000 t/y plant
at Ensenada, adjacent to YPF’s La
Plata complex.

The transaction is valued at $145
million on a debt- and cash-free ba-

sis. LyondellBasell expects proceeds
of $162 million based on working
capital estimates on June 30, 2015.
The sale is expected to close in late
2015 following approval from Bra-
zil’s antitrust authority CADE.
Meanwhile, YPF and GIP are ac-
quiring equal shares of a 92% stake
in Petroquimica Cuyo, another PP
producer which operates a 130,000
t/y plant at Lujan de Cuyo, in west-
ern Argentina, next to YPF’s refinery
complex. (eb) m

+ + + Find all content of this issue plus latest market news on www.chemanager.com/en + + +
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Monsanto Drops $46.5 Billion
Bid for Syngenta

Monsanto has abandoned plans to
acquire Syngenta, a merger which
would have created an agricultural
giant, after the Swiss seeds com-
pany rejected its latest bid of Swiss
Francs 470 per share.

In a statement, Monsanto said
while it continued to believe a com-
bination with Syngenta would have
created tremendous value for share-
owners of both companies and farm-
ers, the enhanced proposal did not
meet Syngenta’s financial expecta-
tions.

“Without a basis for construc-
tive engagement from Syngenta,
Monsanto will continue to focus on
its growth opportunities built on its
existing core business to deliver the
next wave of transformational solu-
tions for agriculture,” Monsanto said.

Syngenta confirmed it had re-
jected the sweetened offer because
it significantly undervalued the com-
pany and was fraught with execution
risk. The company added that Mon-
santo did not provide sufficient detail

on certain key issues which would
have allowed Syngenta to properly
asses the new entity, which would
have been 30% owned by Syngenta
shareholders.

The issues which Syngenta said
lacked clarity were: an estimate of
total cost and revenue synergies; as-
sumptions regarding net sales pro-
ceeds of seeds and traits; the nature
and extent of regulatory covenants
that Monsanto was prepared to offer;
the assessment of risks and benefits
from a tax inversion to the UK.

Michel Demaré, chairman of Syn-
genta, said: “We engaged with Mon-
santo in good faith and highlighted
those key issues which required
more concrete information in order
to continue a dialogue. Our board is
confident that Syngenta’s long-term
prospects remain very attractive
with a leading portfolio and a prom-
ising pipeline of new products and
technologies. We are committed to
accelerate shareholder value crea-
tion.” (eb) m

Valeant to Acquire Sprout and
Enter Sexual Health Market

US specialty drugs company Valeant
Pharmaceuticals has agreed to pay
$1 billion in cash, on a debt-free
basis, for female sexual heath firm
Sprout Pharmaceuticals. Under the
terms of the agreement, Valeant
will pay around $500 million upon
closure of the deal, subject to cus-
tomary purchase price adjustments,
plus another $500 million in the first
quarter of 2016, as well as a share
of future profits based upon achiev-
ing certain milestones.

The transaction is expected to
close in the third quarter of 2015,
subject to the usual conditions and
regulatory approval, including anti-
trust clearance.

On August 18, just two days be-
fore the acquisition was announced,
Sprout received approval from the
US Food and Drug Administration
(FDA) for its New Drug Application
(NDA) on flibanserin, a female sex-
ual health treatment.

The oral pill, to be marketed as
Addyi in the US, is a treatment for
premenopausal women with ac-
quired, generalized hypoactive sex-
ual desire disorder (HSDD), charac-
terized by low sexual desire which is

causing marked distress or relation-
ship difficulties. Sprout, formed out
of Slate Pharmaceuticals in 2011,
has been solely focused on finding
a treatment for women with HSDD.
Valeant expects Addyi to be avail-
able in the USA in the fourth quarter
of this year through prescribers and
pharmacies that are certified under
the FDA’s Risk Evaluation and Miti-
gation Strategy (REMS) program.
Sprout also has worldwide rights
for flibanserin and Valeant said it
will leverage its global scale to reg-
ister the drug internationally.
Following completion of the ac-
quisition, Sprout will become a divi-
sion of Valeant but its headquarters
will remain in Raleigh, North Caro-
lina. Cindy Whitehead, Sprout’s CEO,
will join Valeant and lead the divi-
sion dedicated to introducing and
commercializing Addyi worldwide.
“Delivering a first-ever treatment
for a commonly reported form of
female sexual dysfunction gives us
the perfect opportunity to establish
a new portfolio of important medica-
tions that uniquely impact women,”
said Valeant’s chairman and CEOQ, J.
Michael Pearson. (eb) n

Roche Agrees to Buy Kapa Biosystems

to Boost Next-generation Portfolio

Swiss drugmaker Roche has signed
an agreement to acquire Kapa Bio-
systems, a provider of genomic tools
in the life sciences sector that uses
proprietary technologies to opti-
mize enzymes for next-generation
sequencing (NGS). The company is
based in Wilmington, Massachusetts,
US and has a R&D and manufactur-
ing facility in Cape Town, South Af-
rica.

Kapa is developing solutions to
accelerate genomics research that
can affect the future ability to diag-
nose, monitor and treat cancer and
complex inherited and infectious
diseases.

Its proprietary protein engineer-
ing technology is highly customiz-
able and allows for the generation
and screening of large numbers
of enzyme variants. Tailored en-
zymes with improved performance
for specific applications can be se-
lected rapidly, expediting product
development timelines. Its portfolio
of NGS reagents includes enzymes
such as novel DNA polymerases
with the potential to improve the
performance of the entire sequenc-
ing workflow.

Financial details of the acquisi-
tion, which is subject to the usual
closing conditions, were not dis-
closed.

Earlier this month, Roche agreed
to acquire GeneWeave BioSciences,
an in vitro diagnostics company fo-
cused on clinical microbiology. The
company’s proprietary Smarticles
technology uses biology to rapidly
detect drug resistance and measure
susceptibility information without
the need for enrichment, culture or
sample preparation.

Under the terms of the agree-
ment, Roche will pay GeneWeave’s
shareholders $190 million upfront
and up to $235 million in contin-
gent product-related milestones.
Once the transaction has closed,
GeneWeave will be integrated into
Roche Molecular Diagnostics.

GeneWeave’s first system in de-
velopment is the vivoDx — a fully
automated, random access system
designed to meet laboratories’ needs
to address the detection of multid-
rug-resistant organisms and antibi-
otic therapy guidance. The technol-
ogy is currently being evaluated in
multiple sites across the US. (eb) =

PPG Agrees to Buy Remaining Stake
in ChemkFil Canada JV

Coatings company PPG Industries
has reached an agreement to buy
the remaining share in Chemfil
Canada, its joint venture with Ma-
dinal Enterprises. The transaction
is expected to close in the third
quarter, subject to the usual closing
conditions. Financial terms were not
disclosed.

Chemfil Canada produces pre-
treatment products, as well as

some general industrial chemicals,
for automotive original equipment
manufacturers (OEMs) and indus-
trial customers in Canada.

Once the deal has been finalized,
an affiliate of Madinal Enterprises
will own the production plant in
Windsor, Ontario, as well as certain
non-pretreatment business and
product lines that will continue to
use the Chemfil name. (eb) "

Tosaf Completes Acquisition of
Adtec Colorant in the US

Israel’s Tosaf Group, a manufactur-
er of plastics additives, compounds
and color masterbatches, has final-
ized the acquisition of US-based
Adtec Colorant. Adtec manufac-
tures specialty color concentrates,
liquid and additive masterbatches
for the injection-molding, blow-
molding, film and extrusion mar-
kets. Financial terms were not dis-
closed.

Amos Megides, Tosaf’s chairman
and CEQ, said that Adtec’s service of-
fering would now be complemented
by Tosaf’s many additional propri-
etary products as well as its exten-
sive R&D capabilities. Tosaf is a joint
venture between Megides Holding
and Belgian plastics group Ravago
with 10 manufacturing plants in Is-
rael, Turkey, Germany, the Nether-
lands, the UK and China. (eb) ]

N

Ecolab to Acquire Select

Assets of Swisher Hygiene

US-based Ecolab, the global leader
in water, hygiene and energy tech-
nologies and services, has agreed
to buy the US operations of Swisher
Hygiene for approximately $40 mil-
lion.

Based in Charlotte, North Caro-
lina, Swisher Hygiene provides hy-
giene and sanitizing solutions for
the foodservice, hospitality, retail
and healthcare markets. Sales in

2014 for the operations included in
the agreement were approximately
$176 million.

The transaction is expected to
close in the fourth quarter of 2015,
subject to approval from Swisher
Hygiene’s stockholders as well as
the usual closing conditions.

Ecolab posted sales of $14 billion
in 2014. (eb)

Brenntag Joins

“Together for Sustainability”

Germany-based Brenntag will be-
come the first distributor to join
the initiative “Together for Sustain-
ability” (TfS) established in 2011 by
six multinational chemical produc-
ers and now counting 13 members,
mostly Europe-based. The distribu-
tor said it is aims to complete the
TfS on-boarding process by 2016.
Aim of the initiative is to establish a
standardized global program for the
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responsible procurement of goods
and services in the chemical indus-
try, and to improve ecological and
social standards at supplier compa-
nies. “Brenntag fulfils an important
key function in the supply chain of
the chemical industry. As a result,
sustainability has long been part
of our business model and is firmly
integrated into our processes,” said
Karsten Beckmann. (dw) m
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Global Chemicals Markets Still

round the globe, market

conditions for chemical

industry players remained
volatile and challenging, corporate
chieftains said unanimously in report-
ing on the second quarter and first
half of 2015. Benefiting from the euro’s

weakness, multinational European

companies were largely satisfied with
earnings development, even if some
had to reduce selling prices to match
lower-cost starting materials. Most said
they expected earnings to remain sta-

ble this year.

US companies saw minus signs in
front of sales figures, reflecting a
strong dollar, weak agriculture mar-
kets and lower prices for some prod-
ucts due to cheaper raw material
and energy costs. At the higher end,
however, demand for performance
materials and restructuring efforts
of past years helped many preserve
or even increase earnings.

BASF Expected Higher Growth

Despite a sharp drop in selling pric-
es, BASF, world’s largest chemical
producer, improved EBITDA before
special items by 3% to €3 billion in
Q2, as sales rose 3% to €19.1 bil-
lion on higher volumes in Oil & Gas
trading and positive currency ef-
fects. CEO Kurt Bock said growth in
both the global economy and indi-
vidual markets lagged expectations
throughout first half. For the second

European Players Boosted by Euro’s Weakness
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half, the German group forecasts
somewhat weaker growth but still
aims to match 2014 EBIT before
special items of €7.4 billion.

Bayer Sees “Very Good” Earnings Growth

The German market’s second larg-
est player, Bayer, stood out with 33%
improvement in Q2 EBITDA before
special items to €1.8 billion and a
sales rise of 18% to €12 billion. CEO
Marjin Dekkers pointed to “very
good” earnings growth in all three
subgroups, HealthCare, CropScience
and MaterialScience — the engineer-
ing plastics business to be spun off
in September. For the full year, he
confirmed his earlier forecast: ad-
justed EBITDA before special items
is targeted to rise by a high-teens
percentage.

Upswing For Evonik

Evonik, another German global
player, increased adjusted EBITDA
by 40% in both the second quarter
and the first half, to €661 million
and €1.3 million respectively. Sales
grew 8% both periods to €3.5 mil-
lion and €6.9 million respectively.
The upswing is attributed in part to
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the “sustained good volume trend,”
building on new production capac-
ity, higher selling prices and slightly
lower raw material costs. Evonik’s
adjusted EBITDA margin in H1 wid-
ened to 18.9% from 14.5%.

Lanxess Realignment Successful

At Cologne-based Lanxess, CEO
Matthias Zachert credited the “rap-
id implementation” of a corporate
realignment scheme, now in its sec-
ond phase, for the better-than-ex-
pected Q2 performance. Sales rose
4.3% to €2.1 billion, with EBITDA
pre-exceptionals up 13% to €270
million on higher volumes and cur-
rency effects. The EBITDA margin
pre-exceptionals widened to 12.8%
from 11.8%. Management has raised
full-year guidance slightly.

Merck KGaA Sees Organic Growth

German chemicals and pharma-
ceuticals producer Merck KGaA
reported a rise of 6.3% in EBITDA
pre-exceptionals to €899 million,
with sales up 14.4% to €3.2 billion.
CEO Karl-Ludwig Kley said all three
segments contributed, with organic
growth of 2.2% driven by life scienc-
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es. “Significantly positive” currency
effects of 10.2% and portfolio effects
were attributed to the integration of
newly acquired AZ Electronic Ma-
terials.

K+S Shows “Outstanding” Performance

At Kassel, Germany-based K+S, cur-
rently the object of a hostile takeover
attempt by Canadian rival Potash-
Corp, CEO Norbert Steiner said an
“outstanding” performance in the Salt
business and above-average prices in
the Potash and Magnesium Products
unit propelled EBITDA forward by
11% to €247 million in the second
quarter and by 25% in the first half
to €630 million. Revenues improved
by 16% in Q2 to €914 million.

Wacker Chemie “Well on Track”

Another German player, Wacker
Chemie, reported a 43% rise in
Q2 EBITDA to €329 million. CEO
Rudolf Staudigl said the sales rise
of 10% to €1.37 billion reflected
double-digit growth in all chemi-
cal divisions as well as the recently
floated electronics subsidiary Sil-
tronic. Higher volumes and fa-
vorable exchange-rate effects are
credited. The CEO said the Munich
firm is “well on track” to achieve its
2015 targets.

Linde Increases Operating Profit

Finally, German industrial gases and
engineering group Linde achieved

11% operating profit growth to €2.1
billion in the first half. Adjusted for
positive exchange rates, the rise was
0.4%, said CEO Wolfgang Biichele.
Sales grew 10% over the six-month
period to €9 billion. In Q2, the Gases
division continued to improve, and
the full-year forecast has been re-
vised upward. For the Engineering
division, hit by lower capital spend-
ing at customers, the outlook points
lower.

Strong Demand Buoyed Arkema Results

In France, Arkema CEO Thierry Le
Hénaff said “a marked increase”
in demand in June buoyed Q2 re-
sults. EBITDA improved by 52% to
€320 million, with all product lines
except acrylic monomers contribut-
ing. Sales advanced by 39% to €2.1
billion. New acquisition, adhesives
producer Bostik, padded overall
earnings and sales. The weaken-
ing euro also had a positive effect.
For the full year, Arkema expects a
“slight” increase in EBITDA.

AkzoNobel Reports Positive Earnings

AkzoNobel in the Netherlands con-
tinued to see the positive impact of
its focus on profitability and leader-
ship in sustainability in Q2, said CEO
Ton Biichner. The company reported
positive earnings in all three busi-
ness areas, with operating income
up 38% to €486 million, thanks to
efficiency programs, lower costs,
reduced restructuring expenses,

divestments and favorable currency
translations. Sales rose 6% to €3.9
million, and the return on sales to
12.3% from 9.5%.

DSM Shows “Solid” Performance

DSM, another major Dutch player,
reported a 6% hike in EBITDA to
€279 million in Q2, on the back of
a “solid” performance, which saw
sales increase 12% to almost €2 mil-
lion, supported by foreign exchange
rates and 3% volume growth. The
Nutrition segment was driven by
organic growth, Performance Ma-
terials by lower input growth and
strong volumes. CEO Feike Sijbesma
said “the priority of improving op-
erational performance is starting to
deliver results.”

Solvay Confident of “Solid” Growth

Belgium’s Solvay reported a rise of
8.1% in recurring quarterly EBITDA
(REBITDA), with improved foreign
exchange rates of 9% more than
offsetting the effects of 3.6% lower
volumes and 1.3% lower prices. The
REBITDA margin widened to 19% of
group net sales, which rose 4.2% to
€2.67 billion. CEO Jean-Pierre Clam-
adieu said he remains confident of
“solid” REBITDA growth for the full
year.

Clariant Delivers Solid Results

In Switzerland, specialty chemicals
group Clariant improved Q2 EBIT-
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Pfizer Gets Green Light for Hospira Acquisition

Pfizer can now progress its $17 bil-
lion purchase of Hospira after re-
ceiving final regulatory approvals
from the USA and Brazil.

The clearance from the US Fed-
eral Trade Commission (FTC) is
subject to Pfizer divesting four of
its sterile injectable drugs, notably
antibiotic clindamycin, antifungal
agent voriconazole, chemother-
apy drug melphalan, and acetyl-
cysteine which is used to prevent
liver damage after a paracetamol
overdose.

Brazil has approved the deal with
no conditions. The transaction is ex-
pected to close early in September.

The merger, first announced in
February this year, was approved
in Australia and Europe in early
August. The European approval
was contingent upon Pfizer divest-
ing various sterile injectable drugs
as well as its biosimilar version of
Johnson & Johnson’s arthritis drug
Remicade, which the European Com-
mission was worried would cease
development under the merger.

US-based Hospira is the world’s
leading provider of injectable drugs
and infusion technologies and a
global leader in biosimilars. Pfizer
plans to significantly expand the
reach of Hospira’s products to Eu-
rope and key emerging markets.
They are currently distributed
mainly in the USA.

According to Pfizer, the global
markets for generic sterile injecta-
bles and biosimilars are predicted to
be worth $70 billion and $20 billion,
respectively, in 2020. (eb) m
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Volatile and Challenging

in First Half as Strong Dollar Hits US Rivals
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DA before exceptional items from
continuing operations by 9% in lo-
cal currencies to 211 million Swiss
francs, as the EBITDA margin rose
to 15% from 14%. CEO Hariolf Kott-
mann said sales from continuing op-
erations were stable in local curren-
cies but down 8% in Swiss francs.
The three high-margin businesses
Care Chemicals, Catalysis and Nat-
ural Resources are all on track to
meet their respective guidance, the
CEO said, confirming earlier 2015
guidance.

Syngenta Expects “Broadly Unchanged”
Revenue

At Swiss agrochemicals giant Syn-
genta, being pursued by US rival
Monsanto, first-half EBITDA of $2
billion was 5% lower in reported
terms but 21% higher at constant
exchange rates. The EBITDA margin
was 29% at constant exchange rates.
Sales of $7.6 billion were up 3% at
constant exchange rates but down
10% as reported. CEO Mike Mack
said Syngenta expects to maintain
revenue and EBITDA “broadly un-
changed” for the full year.

Lonza Shows Steady Improvement

A third Swiss player, Lonza, re-
ported H1 improvement of 8% in
core EBIT at constant exchange
rates, both in Swiss and local cur-
rencies, with sales up 6%. Specialty
Ingredients improved profitability
on the back of strong demand and
further portfolio optimization, while
Pharma&Biotech benefited from
strong momentum in commercial
biologics. Full-year sales are expect-
ed to be flat, with core EBIT growth
of least 5%. “This steady improve-
ment gives us the stability to look at
further optimization of our portfolio
and our asset footprint, “said CEO
Richard Ridinger.

Borealis Reports “Record” Results

Austria’s Borealis reported a big
jump in second-quarter net profits,
which it attributed to strong mar-
gins and pricing. Net profit of €351
million was an increase of 145% on
the 2014 period. First-half net profit
doubled to €489 million. CEO Mark
Garrett said the “record” results re-
flect improvement across all three
profit centers, in particular polyole-
fins. He said Borealis is “well posi-
tioned” to take advantage of oppor-

tunities for margin growth as it has
upgraded its European asset base.

Dow Chemical Sees Growth Momentum

Across the Atlantic, US giant Dow
Chemical returned Q2 EBITDA of
$2.4 billion, or $2.5 billion on an
operating basis - up 9.5% on the
2014 period. The operating EBIT-
DA margin expanded to 19%. Gains
were led by Performance Plastics,
Performance Materials & Chemicals
and Agricultural Sciences. Sales fell
13% to $12.9 billion, primarily on
the stronger dollar and lower oil
prices. Going forward, Andrew Liv-
eris said he sees growth momentum
in construction, packaging and au-
tomotive outweighing some softness
in agriculture and energy markets.

Huntsman Pressured by Strong Dollar

Currency headwinds pressured
Huntsman. The US chemical produc-
er saw adjusted EBITDA grow 6% to
$385 million, with the strengthen-
ing dollar depressing the figure by
$49 million. Sales declined 8%. Per-
formance Products and Advanced
Materials, which account for half
of adjusted EBITDA, saw combined
earnings growth of 20%. CEO Peter
Huntsman said the Texas player is
“delivering on announced restruc-
turing savings and growth projects.”

DuPont Earnings Erode

DuPont saw earnings erode by 3.8%
to just over $1 billion in Q2 on a
sales drop of 11.4% to $8.6 billion.
Following the spin-off of Perfor-
mance Chemicals, now trading as
Chemours, CEO Ellen Kullman said
DuPont is leveraging its innovation
platform to drive greater growth
and value, with a continued empha-
sis on cost productivity, active port-
folio and the disciplined return of
capital. Chemours’ quarterly oper-
ating profit sank 55%, and the now
standalone company made a loss of
$18 million.

Eastman Expects Continuing Growth

At Eastman, reported Q2 operating
profit improved 7.6% to $469 mil-
lion, as revenue rose 3% to $2.5 bil-
lion, due primarily to acquisitions
such as amines specialist Taminco,
as well as Commonwealth Laminat-
ing & Coating and an aviation tur-
bine oil business. In the established

DSM Cuts Costs, Strengthens Focus

DSM has announced a reorganiza-
tion plan that will result in the loss
of 900-1,100 full time jobs by the
end of 2017. Roughly half of the job
losses will be in the Netherlands.

The changes will save the compa-
ny between €125-150 million by the
end of 2017. One-off restructuring
charges, including severance costs,
are estimated in the range of €150-
175 million before tax.

DSM’s support functions will be
provided on a global basis to cap-
ture scale-benefits and perform at

lower cost. Processes will be further
standardized and duplications elimi-
nated resulting in a more efficient
pooling of resources. DSM said the
optimized support functions will en-
able the business groups to increase
their business and market focus and
enhance their operational agility.
In addition, a business (growth)
improvement and efficiency pro-
gram is being developed for the
Nutrition business. DSM said
it will provide more details on
November 4. (eb) n

businesses of specialty fluids and in-
termediates as well as fibers, earn-
ings deteriorated. CEO Mark Costa
said he expects business momentum
to continue into the second half year.

Chemtura Impacted by Tepid Demand

For its core business segments,
Chemtura reported a 13% quar-
terly year-on-year rise in adjusted
EBITDA to $60 million, despite
“somewhat tepid demand” that de-
pressed reported operating profit by
15% to $44 million and net sales by

24% to $464 million. Lower manu-
facturing costs helped to partially
offset lower volumes. “Our task in
the second half year is to sustain
the performance improvements we
have made in the first half,” said
CEO Craig Rogerson.

Air Products Reports Higher Earnings

In its fiscal third quarter, which end-
ed July 30, US industrial gases pro-
ducer Air Products posted 9% higher
adjusted EBITDA of $758 million.
The EBITDA margin improved to

30.7%. Sales fell 6% to $2.47 bil-
lion, reflecting unfavorable curren-
cy and lower energy pass-through,
but volumes rose 3%, primarily in
Industrial Gases-Asia, Materials
Technologies and the LNG busi-
ness. For 2015, CEO Seifi Ghasemi
has raised guidance from continuing
operations by 13%.

Songwon Delivers Robust Results
In Asia, Korea-based Songwon,

which has a substantial European
presence, saw a “more predictable

and robust” Q2 after a “significantly
improved” gross profit margin in Q1.
This was achieved despite continued
instability in Europe, strong cur-
rency devaluations and sinking oil
prices. Year-on-year, EBITDA surged
ahead to 787% to 25.9 billion Ko-
rean won from 2.9 billion. Sales fell
9% to 157 billion, due mainly to the
euro’s devaluation.

Dede Williams,
Jreelance journalist
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How to Run a Circular Economy in Europe

ince the industrial revolution in
Europe the amount of waste in
the region has been constantly
increasing. This is because its economies
have been based on a “take-make-con-
sume-dispose” pattern of growth de-
rived from a linear model in which re-
sources are considered to be abundant,

easy to source and cheap to dispose of.

Recently this model has been look-
ing outdated. So Europe has been
going circular by adopting a re-
source efficiency agenda, under
which the added value in products
is retained as long as possible. The
aim is to reuse, repair, refurbish and
recycle the great majority of materi-
als and products.

Europe desperately needs to be
more resource efficient because it
is the region in the world which is
most dependent on imported raw
materials.

Leaders of the European chemi-
cal industry and most other indus-
trial sectors, politicians, environ-

Despite these potential outcomes,
opinion is divided — particularly be-
tween industry and NGOs — about
the best way to create a flourishing
circular economy. “Everyone knows
where to go but there’s a lot of disa-
greement about how to get there,”
says Jeremy Wates, secretary gen-
eral of the European Environmental
Bureau (EEB).

Even the last European Commis-
sion, which left office in November
2014, took a different approach than
its successor to the European Un-
ion’s regulatory framework needed
to support the development of a cir-
cular economy.

Package Withdrawn

A Circular Economy Package of
legislative proposals, put forward
by the previous Commission and
including tougher recycling targets,
was withdrawn by the existing one,
headed by Jean-Claude Juncker, to
be replaced by a new, “more ambi-
tious” regulatory initiative, details of
which would be announced by the
end of this year.

Z Z Ultimately it's not about using less and
less but about thinking in a completely different
waly to find a new cycle that works.

Andre Veneman, AkzoNobel

mentalists, economists and virtually
everyone else of influence agree that
the objective of a circular economy
is the right direction in which to
move.

Value in All Materials

“Ultimately it’s not about using less
and less but about thinking in a
completely different way to find a
new cycle that works,” says Andre
Veneman, AkzoNobel’s corporate di-
rector for sustainability and health
safety and the environment (HSE).

“This requires us to see value
in every material that we use,” he
explains. “It is not about corporate
social responsibility but about good
business sense, as a scarcity of raw
materials, combined with a rapidly
growing global middle class, puts
pressure on our current linear model.

The rewards from a circular
economy would be impressive. Ma-
terials needs would fall by up to 24%
by 2030 as a result of improvements
in resource efficiency. Better use of
resources could save European in-
dustry as much as €630 billion an-
nually, according to European Com-
mission figures.

ThL

Yet transferring the Commis-
sion’s new proposals into legislation
approved by the European Council,
representing the EU’s 28 member
states and the European Parliament,
could take time. This is particularly
because of lingering discontent
among some government ministers
on the Council and among members
of the European Parliament (MEPs)
to the shelving of the first package.

circular economy while striking a
balance between environmental and
business impacts.

These views were echoed by the
new Commission. It also regarded
its predecessor’s package as con-
centrating too much on waste is-
sues without exploiting synergies
with other policies such as the need
for well-functioning markets for sec-
ondary raw materials.

V4

Everyone knows where to go

but there’s a lot of disagreement about
how to get there.

Jeremy Wates, European Environmental Bureau
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On the other hand large sections
of industry were unhappy about the
last Commission’s proposals.

The European Chemical Industry
Council (CEFIC) considered that they
were too narrowly focused on waste
management. Business Europe, an
umbrella group representing in-
dustry as a whole, thought they
should have “taken an overarching
approach” which would have cov-
ered all the interlinked stages in a
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Business Needs

Now the chemical and other indus-
tries are waiting in anticipation de-
tails of the Commission’s new legis-
lative plans.

CEFIC has been stressing the
importance of EU circular economy
policies which take into account
the needs of business. “In the fi-
nal analysis, the circular economy
must still be an economy,” it says in

Chemical Industry, NGOs and Others Diverge over the Rules, Can New Proposals Sort Out the Differences?

a position paper on what it wants
in the new package. “We are call-
ing on the Commission to encour-
age investment in economically vi-
able solutions, rather than impos-
ing burdens that could undermine
competiveness.”

The industry has shown through
its own history of innovation the ma-
jor contribution it can make to the
creation of a circular economy.

“The chemical industry is one
of the most prominent innovators
because we design new molecules,”
Hartwig Wendt, CEFIC’s execu-
tive director for sustainable devel-
opment, told a circular economy
stakeholders conference in Brussels
in June organised by the European
Commission.

He cited as an early example of
resource efficiency the development
over 100 years ago of the Haber-
Bosch process for the artificial fixa-
tion of nitrogen to make ammonia
fertiliser on a commercial scale.

Lignin Research
Chemical industry researchers are

now working on the use of carbon
dioxide as a raw material for chemi-
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cal compound and also of lignin, a
by-product of paper production.

“Every year millions of tons of
lignin are disposed of as waste,
predominantly through incinera-
tion,” Wendt said. “It has the poten-
tial to be turned into a basic chemi-
cal building block which can be
dropped into a number of existing
processing pathways.”

Europe’s chemicals sector has
also been doing a lot to establish lo-
cal circular economies through its
networks of clusters throughout the
region where the concept of waste
has been extended to the underutili-
sation of manufacturing, energy, and
water treatment capacity.

of collaboration among businesses
working in isolation from each other.

“We have become very good at
working efficiently within silos, in
very specialist processes but we fail
to spot opportunities across different
systems,” says Veneman. “We simply
don’t ask ourselves the right ques-
tions — would someone else want this
waste product? Could we harness it
as a power resource? Could it be
used somewhere else in the cycle?*

Design Stage

AkzoNobel believes that coatings
and specialty chemicals producers
like itself need to become involved
in the design stage of product de-
velopment.

“If our customers want to pro-
duce products that can be 100% re-
used and recycled we should think
how we can help our customers to
design these,” he continues.

The Commission has indicated
that in order to cover all key stages
of a product’s life cycle, its legisla-
tive plans for the circular economy
may include a broadening of the
scope of the existing Ecodesign Di-
rective, at present mainly restricted
to energy performance needs.

One concern in the chemical in-
dustry is that this change could re-
sult in potentially dangerous chemi-
cals, particularly those already clas-
sified by the European Chemcials
Agency (ECHA) as being substances
of very high concern (SVHC), could
be banned at the design stage from
being used in all new materials and
products, even those which are re-
manufactured or recycled.

This would be a move which
would be supported not only by
certain NGOs but also brand owners
and retail chains anxious to project
a green image to consumers.

SVHC-Free Products

A representative of the furniture
chain Ikea told the Brussels stake-
holders conference that it is already
applying a policy of all its products
being SVHC-free, whether they con-
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The chemical industry is one

of the most prominent innovators because

we design new molecules.
Hartwig Wendt, CEFIC

Chemical clusters have been
pioneering the spread in Europe of
industrial symbiosis, based on the
collaboration between two or more
companies, usually on the same site,
in the use of each other’s surplus
materials and energy.

Central Government Funding

“Local circular economies are being
set up in these clusters as a result of
whole supply chain working togeth-
er,” explains Stan Higgins, chief ex-
ecutive of the North East of England
Process Industry Cluster (NEPIC),
based at Teesside, the UK’s and one
of Europe’s largest chemical cluster.
“What'’s important is not so much
the right regulations but central gov-
ernment support for the running of
clusters,” he adds. “Companies tend
to operate separately from each oth-
er unless they are brought together
by organisations like ourselves. We
actually have to do without govern-
ment funding while clusters in coun-
tries like Germany are all helped by
governments financially.”
AkzoNobel, which has developed
its own Resource Efficiency Index
(REID) to measure its creation of
more value from fewer resources,
has also highlighted the difficulties

tain virgin or recycled materials.

“Our products stay in homes for a
long time and we want our custom-
ers to feel secure that they remain
safe for the entire family,” she said.

Wendt warned that when judg-
ing which substances to leave in
recycled or reused materials or
products it was important to take a
risk-based approach. “Otherwise it
would be difficult to close the loop,”
he said. “We would have to reject
for recycling far more products than
we want.”

The Commission’s imminent
proposals for an extended ecode-
sign directive could turn out to be
a major point of difference between
the chemical industry and NGOs and
others on controls within the circu-
lar economy. MEPs have been call-
ing for more restrictive ecodesign
rules. New ecodesign regulations
could even have implications for the
future of REACh.

Discussions on a legal frame-
work for a circular economy at the
EU level have been going on now for
almost three years. They look likely
to continue a lot longer.

Sean Milmo, freelance science
and business journalist, Essex,
United Kingdom
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hemistry:it's in everything and

it's everywhere. In fact, nearly

all manufactured goods are
directly touched by chemistry, either
as a material, in processing, or in some
other value-added means. The US is a
global leader in chemical production,
providing over 15% of the world’s
chemicals and representing 14% of
all US exports. It is also one of the
US’s largest manufacturing industries,
an $801 billion enterprise providing

804,000 high-paying jobs.

Heather R. Rose-Glowacki,
American Chemistry Council

Essential to our everyday lives, the
business of chemistry is a $5.4 tril-
lion global industry. Innovations
in chemistry have contributed to
countless economic and social ben-
efits: longer and healthier lives
through medical advancements,
improved standards of living from
fertilizers and water treatment, and
instant access to information from
anywhere thanks to smartphones
(and other “smart” devices), just to
name a few. Over 96% of all manu-
factured goods — from permanent-
press clothing to protective pack-
aging materials to strong and light
composite materials in aircraft —
are directly touched by chemistry.
In 2014, the US produced 1.2
billion t of these essential chemi-
cals and chemical products, val-
ued at $801 billion (the value of
the US chemical business is meas-
ured along the lines of the value of
its shipments, as reported by the
US Bureau of the Census). Gener-
ally speaking, the composition of
chemical shipments by segment in
the US mirrored global activity. Ba-
sic (or commodity) chemicals made
up $334 billion (42%) in shipments;
of those, more than half were bulk

petrochemicals and intermediates,
followed by plastic resins, and in-
organic chemicals. The second
largest segment was pharmaceu-
ticals, including prescription and
over-the-counter drugs and other
pharmaceutical preparations for
both human and veterinary use,
with $178 billion (22%). Specialty
(or performance) chemicals, like
adhesives and sealants, catalysts,
coatings, electronic chemicals, and
plastic additives, accounted for $150
billion (19%), followed by consumer
products ($91 billion, 11%) and agri-
cultural chemicals ($46 billion, 6%).

Chemicals (and chemical prod-
ucts) are produced in nearly every
US state; however, most production
of basic chemicals is concentrated

The Guide to the Business of Chemistry

ACC'’s annual Guide to the Business of Chemistry divides the $801 billion business into
more than thirty categories of production, and highlights the distinct characteristics,
including growth dynamics, markets, new developments, and other issues affecting each
sector. Individual sections cover a variety of topics in detail, including financial perfor-
mance, trade, innovation, capital investment, employment, environmental, health and
safety, energy, and distribution. Charts and graphs help illustrate data and provide com-
parisons for the past ten years. The Guide to the Business of Chemistry is available at http://
store.americanchemistry.com.

Total Jobs Generated by the Business of Chemistry in2014 (in thousands)

Chemistry Is at the Heart of the US Economy

Poised For Growth

in the Gulf Coast region, where pe-
troleum and natural gas raw ma-
terials are more readily available
than in other parts of the country.
In fact, about 70% of all primary
petrochemicals are produced in
Texas and Louisiana. The business
of converting these basic chemicals
into plastics, synthetic fibers, rub-
ber, and other chemical products is
not as heavily concentrated on the
Gulf Coast and tends to be more dif-
fused. For example, the majority of
synthetic fiber production occurs
in the Southeast, while production
of other chemical products is more
widely dispersed among the states.

Although chemical production
is relatively concentrated, geo-
graphically speaking, the industry’s
economic impact is not just about
geography. Not only does it sup-
port nearly 25% of the US GDP, the
chemical industry directly employs
over 800,000 people in roles such
as equipment operators, engineers,
sales managers, scientists, and en-
vironmental protection profession-
als. An additional 2.6 million jobs
are supported by the suppliers to
the chemical industry, jobs such as

Direct Supplier Induced Total
Chemicals 804 804
Agriculture 70 50 119
Mining 77 10 88
Utilities 35 9 44
Construction 52 26 78
Manufacturing, excluding Chemicals 457 116 573
Wholesale Trade 274 76 350
Retail Trade 147 315 462
Transportation 184 77 261
Information 62 45 107
Finance and Insurance 172 300 472
Professional, Scientific, Technical Services 277 126 404
Management of Companies and Enterprises 347 26 373
Administrative and Waste Management Services 256 147 403
Health Care and Education 1 533 535
Arts, Entertainment, and Recreation 28 79 107
Accommodation and Food Services 60 290 349
Other Services 65 226 291
Government 43 31 74
Total — All Industries 804 2,608 2,483 5,895

Source: Bureau of Labor Statistics and American Chemistry Council analysis

equipment manufacturers, wholesal-
ers, contractors, construction work-
ers, and transportation operators.
Moreover, another 2.5 million jobs
are supported through the indirect
purchases of the industry’s suppliers
and its employees. For every direct
job created by the chemical indus-
try, more than six additional jobs are
generated elsewhere in the economy,
totaling nearly 6 million jobs.

Investments in Plants and Equipment

The chemical industry’s investment
in its employees is significant. The
complex nature of the business of
chemistry often demands highly-
trained, skilled and educated work-
ers, and these workers are well com-
pensated, both in terms of salary and
benefits. In fact, the average annual
pay in the chemical industry is 47%
higher than the average in manufac-
turing industries as a whole.

Chemistry is a capital-intensive
industry and employment is only
part of the investment picture. The
business of chemistry is consist-
ently one of the largest US private-
sector investors in new plants and
equipment (P&E), to the tune of $33
billion in 2014. A majority of that
investment went toward major pro-
cess equipment.

The reasons for investing in P&E
are numerous, and those reasons
shift over time. Data collected by
ACC from its members indicate that

major motivations of capital spend-
ing were replacing worn-out plant
and equipment, expanding capacity
for existing products, and projects
for improving efficiencies. In fact,
in 2014 companies reported spend-
ing more on capacity expansions
for new and existing products (as
a percent of total spending) than
had ever been reported (since ACC
started collecting data in 1992).

Investments in Research and Development

Indeed, spending on capacity for
new products has doubled in the
past decade. And these new prod-
ucts, which are key to the competi-
tiveness and economic growth of the
industry, are made possible through
investments in research and devel-
opment (R&D).

The chemical industry is con-
stantly evolving, and it has to. R&D
is a critical component of competi-
tiveness; basic and specialty chemi-
cal companies typically allocate
2-3% of their annual sales toward
R&D. In the pharmaceutical seg-
ment, that number can be as high
as 25%. In 2014, the US chemical
industry invested $59 billion in R&D,
leading to improved process tech-
nologies, new chemical compounds
and new applications, all of which
are driving forces of the continued
competitiveness of the US chemical
industry, both domestically and in-
ternationally.

(% of total shipments)

Manufactured Fibers
Coatings

Adhesives & Sealants
Synthetic Rubber
Pharmaceuticals

Bulk Petrochemicals &
Intermediates

Plastic Resins

Other Specialties
Agricultural Chemicals
Consumer Products
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Source: American Chemistry Council
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The chemical industry, like oth-
ers, has become increasingly global
in nature, particularly in recent his-
tory. World economic growth and
the reduction of tariffs, as well as
advances in technology, telecom-
munications and air transportation,
continue to foster this globalization.
During the past decade, world trade
in chemicals, more than a third of
which is intra-company in nature,
grew faster than global output.

In the US, the chemical industry
is the largest single exporting sec-
tor. Canada is the largest national
market for US chemical exports, fol-
lowed by Mexico; other large mar-
kets include Western Europe, Latin
America, China and Japan. Imports
also represent a significant portion
of US chemical trade: more than
half of US chemical imports are in-
puts used for domestic production.
Canada is one of the largest export-
ers to the US, mostly plastic resins
and commodity chemicals. With
increasing pharmaceuticals trade
(48% of chemical imports to the US
are pharmaceuticals), Ireland has
also become one of the largest ex-
porters of chemicals to the US. On a
regional basis, the US imports the
largest amount of chemicals from
Western Europe, a significant por-
tion of which is trade between re-
lated parties.

From around the world to our
own backyards, chemistry is all
around us. The US chemical indus-
try is vital to continued economic
expansion, job creation, and the
return of a strong domestic manu-
facturing sector and, right now, the
US chemical industry is poised for
growth. The business of chemistry
is a good business to be in.

Heather R. Rose-Glowacki, Direc-
tor Chemical & Industry Dynam-
ics, American Chemistry Council,
Washington, D.C., USA

» heather_rose@americanchemistry.com
www.americanchemistry.com

Additional graphics from the Guide to the
Business of Chemistry are presented on
page 16.
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A Combination of Competences

Joint Venture of Ferrostaal and Haldor Topsoe Targets Major Projects in the Petrochemicals Sector

n April, Ferrostaal, based in Essen, Germany, and Haldor Topsoe, headquar-

terd in Copenhagen, Denmark, founded the joint venture Ferrostaal Topsoe

Projects with registered office in Essen. The German project developer and

the Danish supplier of catalyzers and process technology for petrochemical plants

both have an equal share in the jv. Having already been working together for some

time the partners now intend to expand their business activities in the petrochemi-

cals segment further and to position the new company as a leading provider for

the planning, financing and realization of major projects in the petrochemicals

segment as well as in refinery and environmental technology. Ferrostaal manag-

ing director Dr Klaus Lesker explained the strategy to CHEManager International.

CHEManager: Mr. Lesker, which
services are Ferrostaal and Haldor
Topsoe offering as a joint venture?

Dr K. Lesker: We can now offer our
customers a very special combina-
tion and partnership. In the new
business we combine our decades
of experience in project planning in-
cluding investment issues with the
technology of a world market leader
in catalysers. For our customers this
means attractive financing possibili-
ties, support in the further develop-
ment of the business plan, use of our
worldwide network, the best possi-
ble technical and procedural plan-
ning and the implementation of in-
vestments from the very beginning.

What is the special feature of this

offer?

Dr K. Lesker: We integrate all the nec-
essary partner companies, struc-
ture project companies and also
participate with capital. In addition,
together with partners we control
the EPC contracting — i.e. planning,
module supply and assembly — and
the operating of the plants in order
to secure strategic investments and
their sustainable development. All
these activities are embedded in a
continual risk assessment and fulfil
all social and environmental require-
ments. Ferrostaal Topsoe Projects is
a perfect combination of competenc-
es along the value-added chain. With
this we are offering a product that is
unique throughout the world.

Technology is sure to play a cen-
tral role in these competences.

Dr K. Lesker: Yes! It is an advantage
for our customers that we have
the technology of Haldor Topsoe on
board from the very beginning of

the project conception. As a market
leader in many sectors of technol-
ogy and thanks to their extensive
investments in research, Haldor
Topsoe ensures that there are al-
ways innovative solutions available
for our customers. The result is that,
thanks to our integrative project
development in comparison with
separate tendering procedures for
industrial projects, our customers
can sell their products on the mar-
ket up to nine months earlier. This
also means a considerable increase
in profits and in the profitability of
investments, so that we create the
best solution for the sustainable use
of raw materials.

On which projects are you already
cooperating with Haldor Topsoe?

DrK. Lesker: We are currently cooper-
ating on two large ammonia plants
in Tanzania and Cameroon. In Mt-
wara, in the south of Tanzania, we
are involved in the development
of a large plant together with the
Tanzania Petroleum Development
Corporation. With a volume of more
than US$ 1 billion this project is the
largest German investment project
in the country and will have a con-
siderable effect on its economic de-
velopment. In particular the farmers
in Tanzania are looking forward to
this as ammonia is the main com-
ponent of fertilizers. Agriculture is
responsible for a third of the gross
domestic product of Tanzania and
employs more than three quarters
of the population.

You just mentioned social and en-
vironmental requirements. Can
you explain these in more detail?

Dr K. Lesker: Part of our mutual busi-
ness policy is that we wish to pay a

Solvay Starts New Plant for

Fluoroelastomers in China

As part of the ongoing strategic ex-
pansion of its site at Changshu in
China’s Jiangsu Province, Solvay
Specialty Polymers has started up a
new fluoroelastomers (FKM) plant.
The Belgian chemical producer said
the new capacity will meet demand
for the specialty polymers from
Asia’s fast-growing automotive in-
dustry and multiple other high-end
markets.

Solvay said its global business
unit’s third production plant world-
wide for the fluorelastomer unit,
sold under the Tecnoflon brand
name, will benefit from the site’s
existing Specialty Polymers opera-
tions and infrastructure, as well as
from secure raw material supplies

through its joint venture with near-
by Shanghai 3F New Materials.

“This state-of-art fluoroelasto-
mers facility considerably strength-
ens our global industrial footprint,
extending our reach from Europe
and the United States to Asia,” said
Augusto Di Donfrancesco, president
of Solvay’s Specialty Polymers global
business unit.

At the same site, the polymers
subsidiary is building a plant to
produce polyvinylidene fluoride
(PVDF), due to go on-stream early
2017. In addition to fluoroelasto-
mers, Solvay’s operations at Chang-
shu include compounding, based on
its specialty polymer resins. (dw)

Dr. Klaus Lesker, member of the management
board, Ferrostaal

positive contribution to the develop-
ment in emerging countries that can
use their natural resources such as
gas or also coal. In this way we put
these countries in a position to pro-
duce important petrochemical prod-
ucts for their country and for export
into the regions. That creates jobs
and a sustainable economic growth
in these countries.

The example of Tanzania demon-
strates this well: By enabling invest-
ments of more than US$ 1 billion in
the fertilizer complex, Tanzania can
exploit the enormous gas resources
with a high benefit for the economy
and infrastructure. With the build-
ing and operating of the new ferti-
lizer factory, due to be completed in
2019/2020, around 5,000 direct and
indirect jobs will be created.

In which countries are you cur-
rently flying in order to publicise
the joint venture?

Dr K. Lesker: We most recently flew
together to Indonesia to meet rep-
resentatives of the economy and
politics. We intend to realise a
large petrochemical complex here
together with local partners. Also,
in Tanzania I had the opportunity

, , The low oil price presents
risks and opportunities at

the same time,

¥ 7 4

of speaking with relevant decision
makers on the occasion of a mutual
visit together with Federal President
Gauck. Our new cooperation in the
joint venture now offers the optimal
360-degree solution for such indus-
trial projects and has already met
with great response. From the on-
set we have been well networked in
the relevant markets as both Ferro-
staal and Haldor Topsoe are already
sought-after market participants in
the petrochemical segment.

Where do you envisage the great-
est order potential?

Dr K. Lesker: We mutually envisage
great market potential especially
in the strongly growing emerging
countries, but are also optimistic for
the receipt of orders from regions
such as North America.

What impacts do the external con-
ditions such as instable political
relations have in many countries
in Africa?

DrK. Lesker: We are currently active in
Africa, as already mentioned, in par-
ticular in Tanzania and Cameroon.
Here the conditions are much more
stable and organised than they ap-
pear to be if observed from Europe.
Here, our long years of experience in
these countries form an important
basis for assessing the security and
attractiveness of investments for our
project partners. In such emerging
countries in particular we can refer to
successful projects involving billions
of dollars in Trinidad or Venezuela.

And how do you estimate that the
current low oil price will affect
your business prospects?

Dr K. Lesker: The low oil price offers
risks and opportunities at the same
time. On the one hand a low oil price
with oil and gas price fixing will lead
to lower feed stock prices or rather
low expectations with regard to gas
prices, on the other hand low oil
prices are negative for investment
decisions in the exploration industry.

ogether with partners, Ferrostaal construct-
ed a complex comprising seven individual
petrochemical plants in Point Lisas, Trinidad.
Put into operation in mid-2010, the complex
is refining natural gas into ammonia, urea
ammonium nitrate and melamine.

In this respect investments in oil/gas
fields, that mainly benefit from the
prospective income from the sale of
oil, will possibly be slowed down in
their further exploration, which in
turn can also have a decelerating
effect on the availability of gas in
our projects. Which aspect prevails
depends on each individual case.

What are the next targets and
milestones?

Dr K. Lesker: We presume that we
can work profitably from the very
beginning. We have a series of am-
bitious and demanding projects in
the pipeline that could be realised
as early as 2016/17. Furthermore,
we expect a positive impulse for the
financial markets and investors, a
considerable boom in the demand
for our technology products and
new access to complex and highly
profitable projects for the joint ven-
ture. (mr)

Your experts In tank container technology

TWS has more than 25 years of experience in renting out standard and special
tank containers for liquid products to the chemical and food industries. TWS also
provides various sizes of spill troughs. Customers rely on the outstanding quality
of its fleet and value its flexibility in terms of volume and technical features.

For more information: E-mail: tws@tws-gmbh.de and web: www.tws-gmbh.de

RENT-A-TAINER
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Corrosion Protection

luoropolymer system solu-

tions are increasingly used in

chemical plants for corrosion-
protection tasks. They usually offer con-
siderable advantages over alternatives
such as stainless steel, enamel-coated
steel or glass in dealing with corrosion.
Practice has shown, however, that the
plant operator’s expectations could
not always be completely fulfilled.
Therefore, in this article, influencing
factors such as the selection of the
right materials, the application, the
appropriate manufacturing methods
or component design are analyzed in
more detail in order to provide the de-
signer and the operator of a chemical
plant with additional information for a

successful, durable plant design.

The chemically modified second-
generation PTFE, 3M Dyneon TFM
Modified PTFE, is a PTFE in which
the molecular chains of the polymer
have been chemically modified by
perfluoropropylvinylether (PPVE), a
similarly perfluorinated modifier. At
the same time the molecular weight
of this second-generation PTFE was
lowered in order to significantly im-
prove the particle fusion of this PTFE.
It is being processed using press-sin-
tering methods or paste extrusion.

If we consistently continue the
polymer modification by lowering
the molecular weight in combina-
tion with the incorporation of the
co-monomer PPVE, then we obtain
a perfluoroalkoxy polymer, better
known under the name PFA. Thanks
to the low molecular weight, the rep-
resentatives of this product group can
be processed using the common ther-
moplastic processing methods like
extrusion or injection molding and
thus significantly extend the product
range of the perfluorinated polymers.

Whereas resistance lists are nor-
mally used with materials in connec-
tion with corrosive chemicals or sol-
vents, this is not the case with PTFE,
modified PTFE or PFA. These mate-
rials can be said to exhibit almost
universal chemical resistance. Only
a few critical exceptions have to be
taken into consideration. Among
these are fluorinated hydrocarbons;
alkali metals; monomers such as sty-
rene, butadiene or acrylonitrile; or,
finally, high-energy radiation, which
can destroy the polymer itself.

Constructive Measures Necessary Despite
Special Property Profile

Against the background of their
use in the corrosion protection, de-

mands are made of fluoropolymers
in particular with regard to their
excellent chemical resistance, high
temperature stability and very high
barrier effect, i.e., low permeation
rates in relation to the chemical
mixtures that arise. Their good non-
stick properties facilitate cleaning,
even when CIP (cleaning in place)
or SIP (sterilization in place) proce-
dures are applied.

The aforementioned perfluori-
nated polymers fulfill all of these
properties.

Despite the excellent barrier
properties of modified PTFE and
PFA, however, it must be consid-
ered that a not-inconsiderable per-
meation takes place, in particular
at higher temperatures. The gas-
eous chemical components enter
the polymer material on the side
in contact with the product, cross
through it, and exit the material
again at the “rear side.” Since
permeation increases strongly
with temperature, the values were
determined at 100°C for realism.
Under these conditions TFM al-
lows the lowest permeation, fol-
lowed by PFA. The influence of
the thickness of the barrier layer
in the range between 1 and 3 mm
also proves to be particularly sig-
nificant. Therefore, linings should
have a thickness of more than
2 mm if possible. Non-modified
PTFE, which exhibits the highest
permeation values, should there-
fore only be used conditionally as a
barrier for corrosion protection in
corrosive environments. However,
standard PTFE also proves to be
a good problem solver in full fluo-
ropolymer constructions in which
temperature and chemical resist-
ance are demanded, but where the

How the Chemical Industry Achieves the Goal with Various Materials

barrier properties can be classified
as subordinate.

The barrier properties change at
the different temperatures that oc-
cur in chemical plants. PFA exhibits
the best barrier properties for hy-
drogen chloride gas up to temper-
atures of around 80°C (355 K); at
higher temperatures modified PTFE
proves to be the material with even
lower permeation.

Especially at elevated tempera-
tures, permeation cannot be entirely
avoided. This must be considered to
achieve the goal of a durable con-
struction. When lining chemical
reactors, columns, tanks and pipes
with a film of modified PTFE or PFA
according to the “loose shirt meth-
od,” i.e., fixing the liners by clamping
between the flanges, care must be
taken to ensure effective back ven-
tilation. This ensures the removal of
the gaseous corrosive substances dif-
fusing in low amounts through the
protective liner, and the dew point TD
in the space between the liner and
the wall of the duct is not reached:
The system remains dry and there-
fore no corrosion can occur.

Systems Made Of Fluoropolymers

So which fully fluorinated products
are used in chemical plants requir-
ing corrosion protection? The table
provides information on plant com-
ponents for corrosion protection, the
polymers that come into question
and the polymer-specific production
methods. The inclusion of the sinter-
ing material “standard or modified
PTFE” on the one hand as well as
the thermoplast-processible PFAs on
the other hand enables the complete
production of the required range of
products.

The various options for polymer

selection, the combination with
the associated different processing
methods, the presence of alterna-
tives for most applications as well as
the consideration of special design
criteria for the layout of durable sys-
tem solutions mean that a round-
table discussion at the start of the
project is an important component
for success.

Closing the Cycle with
End-of-life Products

Although corrosion protection sys-
tems based on fluoropolymers are
usually durable system solutions, it
may nevertheless be necessary be-
cause of the very aggressive con-
ditions to partially or completely
replace components and systems
during inspections. Using the new
Up-Cycling process developed by
Dyneon, a subsidiary of the mul-
titechnology company 3M, these
waste products can now be split
back into their raw components,
the monomer tetrafluoroethylene
(TFE). After purification, the TFE
obtained is subsequently convert-
ed again into new fluoropolymers,
which are no different from the
original products in terms of their
properties.

Dr. Gabriele Gottschalk-Gaudig,
Wolfgang Neumann, Dyneon
GmbH, Burgkirchen, Germany
Dr. Michael Schlipf, consultant
Jor Dyneon GmbH, Burgkirchen,
Germany

» gabriele.gottschalk-gaudig@mmm.com
www.dyneon.eu

Plant components for corrosion protection, polymers that come into question and the polymer-specific production methods

Plant components for corrosion protection

Which polymer is suitable?

Production method

method”

Films and sheets for the lining of distillation columns, re-
actors applied at high temperatures using the “loose shirt

Modified PTFE, TFM Modified PTFE (S-PTFE)

linders

Skiving the film from large sintered blocks or hollow cy-

Glass- or carbon-fabric-backed films and sheets for the li-
ning of tanks applied at ambient or slightly elevated tem-

Modified PTFE, TFM Modified PTFE (S-PTFE)

Skiving the film from large sintered blocks or hollow cy-
linders, followed by a laminating step.

heat exchanger

peratures using the “bonded shirt method” PFA Extruded film (chill-roll method) or sheet, simultaneously
laminated with glass or carbon-fabric backing
Tubes, straight or convoluted, general purpose or PFA Melt extrusion

Modified PTFE, (E-PTFE)

Paste extrusion

Lining of complex components such as pumps, valves PFA

Transfer molding

Molecular structures of PTFE, PFA, and TFM

PTFE

PFA

TFM

News from China

The Tianjin Explosions and Their Implications

On August 12, a fire at a dangerous goods warehouse operated by Ruihai
Logistics at the Tianjin harbor quickly turned into a disaster as it trig-
gered two substantial explosions, very likely due to chemicals stored in
the warehouse. These included 700 tons of sodium cyanide, 800 tons of
ammonium nitrate, 500 tons of potassium nitrate and unknown amounts
of calcium carbide. More than 100 people died, many of them firefight-
ers, and several hundred people were injured, many of them residents
in apartment complexes near the warehouse.

Insufficient Implementation of Existing Regulation

In the aftermath of the explosions, local media uncovered several ex-
amples for regulation being ignored at the Tianjin site. For example, the
amount of sodium cyanide stored at the warehouse exceeded the legal
limit by a factor of 70. The warehouse is located only 600 meters away
from residential buildings, not the mandated 1,000 meters. And state
media revealed that the organization operating the warehouse had only
received its authorization to handle dangerous chemicals less than two
months earlier, meaning that it had been operating illegally between
October 2014 and June 2015.

V4

China is better at
establishing decent regulations than

at implementing them.
Dr. Kai Pflug, CEO, Management Consulting — Chemicals

L

Lack of Qualified Emergency Response

Other criticism has focused on the emergency response. According to a
spokesperson of the fire department, it was known to the fire fighters
that calcium carbide was stored at the warehouse, but the exact location
was not known. Other sources such as the Beijing News state that the
firefighters were not aware of the fire involving chemicals at all. In any
case, the firefighters tried to stop the initial fire using water rather than
sand or foam, which would have been the appropriate approach. This
may have caused the formation of acetylene from the calcium carbide
and the subsequent explosions. The apparent ignorance of firefighters
regarding their approach may be partly explained by the two-tier struc-
ture of China’s firefighting force, in which a substantial share of the staff
is low-paid and presumably has limited training as well.

So far the government has taken
a fairly open approach in their
response to the disaster.

A

Initial Government Reactions

So far the government has taken a fairly open approach in their response
to the disaster. For example, the State Council Work Safety Commission
stated that the Tianjin blasts revealed a lack of safety awareness and lax
implementation of safety regulations. The commission also mentioned
other problems including inadequate safety management of dangerous
materials at ports, irregular practices among workers, weak emergency
responses to incidents and lax supervision by authorities. Other govern-
ment measures include the arrest of the warehouse management and
investigations regarding the current director of the State Administra-
tion of Work Safety, who also is a former deputy mayor of Tianjin. On a
more proactive note, the government has announced that in the period
until September 10, they will check all dangerous substances across the
whole country.

Z Z Western companies need to be
willing to choose their Chinese business
partners based on their broader adherence
to elevated standards. i Z ?

Long-term Implications

It remains to be seen whether this disaster will actually have substantial
longer-term implications for the chemical industry — as always, China
is better at establishing decent regulations than at implementing them.
Currently such implementation certainly has some momentum. For West-
ern chemical companies operating in China, a stricter implementation
of existing regulation would certainly be a good thing — they generally
adhere to this regulation already but sometimes suffer from local compe-
tition with laxer standards. On the other hand, some of the regulation is
likely to lead to higher cost of doing business in China, for example when
knowingly or unknowingly using the services of companies such as Ruihai
in providing logistics services. Western companies therefore also need to
be willing to choose their Chinese business partners not only based on
price, but also on their broader adherence to elevated standards.

» Dr. Kai Pflug,CEO,
Management Consulting — Chemicals, Hong Kong, China
kai.pflug@mc-chemicals.com
www.mc-chemicals.com
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Groundbreaking for
Yara-BASF Ammonia Plant

Norwegian fertilizer giant Yara Inter-
national and BASF, the world’s larg-
est chemical producer, have broken
ground for a world-scale ammonia
plant at BASF’s Freeport, Texas, site.

Engineering contractor KBR has
been awarded the fixed price turnkey
contract for engineering, procure-
ment and construction of the facility,
expected to come on stream in 2017
with capacity of about 750,000 t/y.

The $600 million plant will be
owned by a 68:32 joint venture of
Yara and BASF. It will be operated
by BASF, while Yara will manage
construction. Each company will off-
take ammonia in accordance with
its equity share.

As part of the project, Yara will
build an ammonia tank at the BASF
terminal, and BASF will upgrade its
current terminal and pipeline assets
for the export of ammonia from the
new plant.

The German group plans to use
its share of ammonia output to pro-
duce caprolactam as a feedstock
for polyamide. Yara will market the
remainder mostly to industrial cus-

tomers in North America, in addition
to supplying the agricultural sector.

The two companies said the hy-
drogen-based process to be used in
the new plant significantly reduces
capital expenditures and mainte-
nance compared to a traditional
natural gas-based ammonia plant.

A long-term supply agreement
for nitrogen and hydrogen has been
signed with North America’s largest
industrial gases producer Praxair,
linking the feedstock variable cost to
the advantageous natural gas prices
available at the US Gulf coast.

Torgeir Kvidal, president and
CEO of'Yara, said construction of the
Freeport ammonia plant is “a firm
demonstration of how we deliver on
our growth strategy.”

Wayne T. Smith, CEO of BASF Cor-
poration and a member of the group’s
managing board, said “BASF is in a
period of significant investment in
North America. Through the joint
investment with Yara, we can take
advantage of world-scale production
economics and the attractive raw
material costs in the US.” (dw) m

Emerald Kalama to

Expand Benzoic Acid

Emerald Kalama Chemical, a part
of Emerald Performance Materials,
will add a second 100,000 t/y train
for its high purity benzoic acid sold
under the Purox B trademark, and
at the same time increase produc-
tion capability for benzaldehyde at
its facility in Rotterdam, the Nether-
lands, up to late 2016.

The expanded production is de-
signed to support growing demand
for the company’s benzoic acid
flakes, sodium benzoate granules
and liquid benzoic acid, used in food
and beverage, personal care, phar-
maceutical and a variety of indus-
trial applications. Benzoic acid and
benzaldehyde from the company’s
reactor train are key intermediates
used to make products such as plas-
ticizers and aroma chemicals.

“Reassessing our long-term stra-
tegic plan for our key intermediates,

our expectations for benzoic acid
continue to show strong growth and
track according to plan,” said Hu-
bert Degens, vice president of the
Emerald Kalama Chemical Benzo-
ates and Intermediates business.

“In addition,” Degens said, “our
recent acquisition of Innospec
Widnes’s aroma chemical busi-
ness and growth plans for that
platform are in line with our in-
creased production capacity for
benzaldehyde.”

The company has been produc-
ing benzoic acid at its Rotterdam
and US operations for more than 50
years. Emerald Kalama Chemical’s
portfolio of benzoic acid products is
FDA-approved and GRAS-classified.
The Rotterdam operation is also
certified to meet or exceed a num-
ber of important quality standards.
(dw) n

Lubrizol Takes Daelim License

for US Polyisobutylenes Plant

Specialty chemical and lubricant
producer Lubrizol has signed a li-
censing agreement to use Daelim’s
polyisobutylenes (PIBs) technology
for a new plant in Deer Park, Texas,
USA. PIB is a key raw material for
Lubrizol’s proprietary dispersants.

Daelim’s technology can produce
a wide range of PIBs from conven-
tional PIB (CPIB) to highly reactive
PIB (HR-PIB). Lubrizol will now start
initial engineering on the project
which is expected to be ready for
commercial operation in a minimum
of three year’s time.

Lubrizol said the license is con-
sistent with its efforts to renew its
additives infrastructure. The com-
pany is upgrading and enhancing
its global capabilities as part of a

10-year phased investment pro-
gram.

Meanwhile, additional coatings
capabilities have been added to Lu-
brizol’s Innovation Center in Singa-
pore over the past several months.
These include the addition of full
plastics extrusion capabilities that
allow testing of Solplus polymeric
dispersants in masterbatch and
compounding applications; new au-
tomotive paint spray facilities for
testing water- and solvent-borne
formulations; coating formulation
capabilities; and advanced equip-
ment for measuring surface effects.

Lubrizol said the center is al-
ready looking at how nanotechnol-
ogy can enhance the durability of
coatings. (eb) n

Hallstar Opens China Research Center

Leading global specialty chemical
company Hallstar has opened an
application center in China. Located
in Suzhou, the Hallstar New Mate-
rial Science & Technology (Suzhou)
Company will serve as an R&D and
technical support base in the Asia-
Pacific region, carrying out ad-
vanced research for applications in
two core markets.

For the beauty and personal care
market, this will include sun protec-

tion, anti-ageing, whitening and new
ingredients that mimic the skin’s
natural functions. For the industrial
additives market, this will include
polymer plasticizing, surface en-
hancement and processing improve-
ments. Hallstar said a significant
portion of the work will be based on
green and renewable chemistry.

In the near future, sales, service
and logistics support will also oper-
ate out of the facility. (eb) n

Solvay Building H,0, Plant in Italy,
Maybe in Russia

The Special Chem global business
unit of Belgian chemical group
Solvay has joined forces with an un-
named partner — described as “one
of the world’s leading electronics
producers” — to build a high-volume
high purity hydrogen peroxide (H,0,)
plant in Italy to meet the fast grow-
ing demand of the partner’s facilities.

Almost simultaneously, Solvay has
announced the signing of an agree-

ment with Russian pulp producer Si-
berwood to explore building an H,0,
plant in the Krasnoyarsk region of Si-
beria. It would be part of the Russian
company’s greenfield project with
output totaling 900,000 t/y of pulp.
The plant could use Solvay‘s “my-
H,0,” technology, which is primarily
designed for customers that require
on-site production in remote areas.

(aw) n

Neste Jacobs Selected as FEED
Contractor on Borouge Project

Finnish technology and engineering
provider Neste Jacobs has been cho-
sen by Borouge to provide front end
engineering and design (FEED) ser-
vices on a polyethylene plant modifi-
cation in Ruwais, United Arab Emir-
ates. This is the third FEED project
in a row that Neste Jacobs will de-
liver to Borouge under a long-term
service (Tier 1) contract that the
two companies signed previously.

Neste Jacobs’ office in Abu Dhabi
will carry out the work which will
be completed this year.

Meanwhile, Borouge’s new eth-
ylene/polyethylene complex, Bor-
ouge 3, is nearing the final phase
of commissioning. All five polymer
plants have started operation with
the remaining unit for cross-linked
polyethylene due to go online by the
end of this year. (eb) =

SIEMENS

Air Liquide Starts Hydrogen Site
at Yanbu

French industrial gases producer
Air Liquide has started up its €350
million global-scale hydrogen pro-
duction site at Yanbu Industrial
City in Saudi Arabia, where it has
a long-term contract to supply the
new YASREEF refinery operated by a
joint venture of Saudi Aramco and
Sinopec.

Hydrogen production is planned
to be ramped up in parallel with

the refinery’s operations over the
course of 2015. Altogether, Air Liq-
uide will have two hydrogen plants
with capacity of 340,000 Nm?3/hour
— bringing the company’s overall
output forward by nearly 20%. The
site will also include a purification
unit.

The region’s largest refinery will
process 400,000 b/d of heavy crude.
(dw) "

PTTGC and Japanese Firms Pursue
Thai PO/Polyols Complex

Thai chemical company PTT Global
Chemical (PTTGC) has signed two
agreements with Japanese firms
Toyota Tsusho and Sanyo Chemical
Industries (SCI) to jointly carry out
engineering studies for a propylene
oxide (PO) and polyether polyols
complex.

A total investment of around
$1 billion will be made in the plants
which will be located on the He-

Grrrrr. Or as we call it:
/.84 bar, 24.4 kg, and 107.3 % Level

Siemens Process Instrumentation — measuring everything that matters.

Pressure, Weighing, Level and more

Our range of process instruments are packed with state-of-

the-art technology. Whether you need to measure pressure,

temperature, flow, weight, level, or use electropneumatic
positioners, our instruments are engineered to give you
the most precise measurement possible. And because we
understand accurate measuring is the key to increasing

maraj Eastern Industrial Estate in
Rayong. Toyoto Tsusho will part-
ner PTTGC to study a 200,000 t/y
PO plant, with Sanyo Chemical In-
dustries joining for the study on a
130,000 t/y polyols facility.

The engineering work follows
the successful completion of a pre-
liminary joint feasibility study which
began early this year. (eb)

plant efficiency and improving product quality, we offer fully
automated solutions for every stage of the process. Which
means you can rely on our passion for precision throughout
your entire plant. Because we believe every business success

begins with great measuring.

siemens.com/processinstrumentation
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U. Batra: When you consolidate, the
costs come under pressure, and R&D
is no exception. However, I see the
consolidation in the pharma industry
again not as a negative, because our
consumables business scales with
the number of projects, meaning the
number of products in the pipeline,
and not to the total cost base of R&D.
4 If you look deeper, the number of
molecules that pharma is develop-
ing actually increases. So, nobody
cuts the molecules, they streamline
the infrastructure around it. As we
probably constitute between 5 and
10 percent of the total R&D spend-
ing of the pharmaceutical industry,
that is not a huge cost pool for them
to go after.. Clinical development is
still the bigger part of the costs. Lab-
oratory supply is not. Our products
are largely on the consumables side
and consumables continue to grow.

What about consolidation on the
supplier side? Does size matter in
this market?

Does your business have a
9
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U. Batra: Absolutely, scale matters in
research. One of the critical factors
for our customers is simplicity. They
want all the products from a sin-
gle interface, while somebody else
should deal with the complexity. And
this drove our thinking, especially
on the laboratory side. There, scale
absolutely matters, because that
scale then makes it an entry bar-
rier for competitors. The amount of
investment required to handle so
many products and deliver them to
the customer the next day is mas-
sive. Here, Sigma-Aldrich is a key
player, because they have perfected
this business of ecommerce, supply
and distribution working together.
So, we see consolidation in particu-
lar in the laboratory space as quite
beneficial.

What about the overall fit of this
acquisition? Is there any overlap?

U. Batra: Very little, almost none. As
an indication, the clearance we re-
ceived from the competition authori-
ties is only subject to a few divest-
ment conditions in Europe.

That said, let me take you back to
the rationale for the acquisition. The
combined life science market that
we will be in is about €100 billion in
size and it grows between 3 and 5
percent per year, which is 2 to 3 per-
centage points ahead of the global
economic growth. Leaders in this
market have margins in excess of
22 percent. This is without a doubt
a highly attractive market.

You can break down the €100
billion market into three segments.
First, the research segment ac-
counts for roughly €12 billion. It
includes academic customers and
pharmaceutical R&D customers,
not unlike our colleagues at Merck
Serono, who use a wide portfolio
of laboratory chemicals, biolog-
ics and reagents. That market has
been growing at around 3 to 4 per-
cent, a bit slower than the average
market because governments have
pulled out funding after the recent

economic crisis and the market
has slowed down a little bit. But it
is starting to pick up especially in
the US and the trend is very good
in the future. There are over 3,000
R&D projects in the pharma pipeline
that are viable projects, and those
customers use our products. The
FDA approved about 41 new prod-
ucts last year. This was double the
number versus the previous year
and one fourth of those products
are biologics, which require a dif-
ferent level of understanding and a
lot of our tools. So, I am completely
confident that this market is going
to remain attractive and continue to
grow because the fundamentals are
very good.

The second market segment
we play in is the processing sec-
tor, which accounts for roughly
€44 billion growing at 6 to 7 per-
cent per year. This is the market
of bioreactors and downstream
equipment like our filtration prod-
ucts used for the manufacturing
of APIs or formulated products.
Together in this space Merck Mil-
lipore and Sigma- Aldrich are very
complimentary. Again, if you look
at the end market in particular, you
find that the sales of monoclonal
antibody-based therapeutics grew
at about 17 percent over the last
five years. In order to manufac-
ture monoclonal antibodies cus-
tomers often use our single-use
reactors and filtration products.
The second trend in that market
is biosimilars. One hundred fifty or
so biosimilars have been approved
in the last five years, which is very
good for the demand for process-
ing equipment that we supply. And
again, the trends for the future look
very good.

And the third segment is called
the applied market. Admittedly Sig-
ma-Aldrich has a stronger presence
here. That market accounts for ap-
proximately €44 billion and is the
slowest growing out of the three at
roughly 2 to 3 percent. In that mar-
ket we include adjacent markets, for

Eli Lilly Raises Hope
of Alzheimer’s Breakthrough

A new experimental Alzheimer’s
drug, solanezumab, developed by Eli
Lilly, has raised hopes for a break-
through in the treatment of the dis-
ease. The progress was reported at
the Alzheimer’s Association’s Inter-
national Conference in Washington
DC, USA, based on an extension of
a previous phase III trial that failed
to prove the efficacy of solanezumab
when it ended in 2012.

While the trial was declared a
failure, reports said a close reading
of the data revealed a 34% slow-
down in the rate of mental decline
among more than 1,000 people with
mild Alzheimer’s. Patients in this
category were allowed to continue
taking the drug for a further two
years and those who had previously
been given a placebo were switched
to solanezumab.

Eli Lilly said the benefit gained
by patients taking the drug during
the trial compared with people on
placebo was maintained during the
two-year extension period, suggest-
ing that the change in the course of
the disease was long-lasting rather
than temporary.

The company said a new ana-
lytical method enabled it to assess
whether solanezumab had an effect
that is consistent with slowing pro-
gression of the disease by modifying
the underlying disease progression,
which until now had not been studied.
“The results provide encouraging
evidence that solanezumab could

indeed be acting on the disease
processes that drive Alzheimer’s,”
said Eric Karran, research direc-
tor at Alzheimer’s Research UK, the
charity.

Solanezumab is counted among
the most advanced of several drugs
in development that aim to reduce
the build-up of beta-amyloid that
form plaques in the brain. Up to
now, most treatments could provide
only temporary relief of symptoms
without being able to slow progres-
sion.

More than 120 Alzheimer’s drugs
have failed in clinical trials since
1998. In one of the latest, Roche
stopped one late-stage study of its
gantenerumab last December be-
cause it did not meet its main goal
of a cognitive benefit in people with
early Alzheimer‘s symptoms.
Researchers believe, however, that
Lilly’s positive data will add to cau-
tious optimism that a corner has
been turned.

Biogen in March of this year an-
nounced positive results from a
small, first-stage study of another
amyloid-reducing medicine, aduca-
numab.

An effective treatment for Alzhei-
mer’s is considered one of the most
urgent public healthcare priori-
ties as an aging world population
threatens to increase the number
of people with the disease from an
estimated 44 million today to 76 mil-
lion by 2030. (dw) ]
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instance, food and beverage. This
segment is seeing a lot of growth,
especially for our types of chemicals
and approved regulatory products,
because the amount of regulations
in food and beverage is increas-
ing quite dramatically. As a conse-
quence, they need testing equipment
not dissimilar to pharmaceuticals. It
is only a matter of time until they
get there and that is making this
market attractive. The diagnostics
industry is also a customer in that
segment with molecular diagnostics
growing between 16 and 20 percent
annually.

So, all three end markets, process
solutions, research and applied have
been growing over the last few years
and also have robust future growth
trends.

Let us go back to the fit. You said
almost no overlap...

U. Batra: Right, highly complementa-
ry! The combined company will be
able to serve life science customers
around the world with a highly at-
tractive set of established brands
and an efficient supply chain that
can support the delivery of more
than 300,000 products.

In that attractive market I just
spoke about, you have Sigma-Al-
drich and Merck Millipore. Both
players have been growing in line
with the market for several years.
Last year Merck Millipore grew 4.5
percent, Sigma-Aldrich grew slightly
shy of 4 percent. And year to date
in 2015 both organizations are
continuing to deliver solid growth.
Sigma-Aldrich’s profitability is 30
percent, ours is 25 percent. If you
bring these two strong companies
together, what do you get?

It is just superb! That gives me
excitement and a little bit of worry
as well, because it seems so good on
paper that you need a strong strate-
gy, the right teams and a methodical
approach to take this combination
beyond and to customers.

Too good to be true?

U. Batra: Almost. But in the end you
have to prove to your customers

you can really match their expec-
tations. The fit is perfect, this I am
convinced of. The question is: how
are we going to execute it? I expect
that the integration will take about
six to nine months because it is
complex. I would say this is a rea-
sonable timeframe, starting from
the closing, which we expect very
soon, when the new organization
goes live. And by that I don’t mean
everything is done, but the broad
parts would be there. And, make no
mistake, there is a lot of work on
integration planning that happens
in parallel, but during this time the
most important thing is focus on
the customers, on delivering the
products, and on communicating.
Absolutely the number one priority
is customer focus.

You spoke about geographies.
What challenges do you see in
regional crises and what expec-
tations do you have for emerging
markets?

U.Batra: While we have a geographic
footprint that diversifies our risks
rather nicely, we are absolutely ex-
posed to it. Whatever happens in
regions like Russia and the Ukraine
or the Middle East impacts our busi-
ness. The academic funding goes
down as the economy slows down.
We saw this in the United States
over the last few years, and only
now it starts to recover. In Japan,
the academic funding has taken a
huge slump that shows up in our
business. So, I feel the macroeco-
nomic situation impacts us, espe-
cially on the academic side, less on
the industry side. And up to now, we
had less exposure to the academic
side, but with Sigma-Aldrich we will
have a larger exposure. So that will
be a challenge.

If you are in emerging markets
that have above-average growth,
you are also subject to some vola-
tility. If you don’t want to leverage
the growth of emerging markets
and deal with volatility, then don’t
be there. Compared with emerging
countries, the still big markets, the
US, Europe and Japan, have lower
but more predictable growth. There

Novartis Buys Rights to Multiple

Sclerosis Drug from GlaxoSmithKline

Novartis is acquiring all the re-
maining rights to GlaxoSmithKline’s
(GSK) multiple sclerosis (MS) drug,
Ofatumumab. A fully human mono-
clonal antibody which targets the
CD20 molecule, Ofatumumab is be-
ing developed for relapsing remit-
ting multiple sclerosis (RRMS) and
other autoimmune conditions.

More than 2.3 million people
worldwide are affected by MS, a
chronic disorder of the central nerv-
ous system that causes progressive
loss of both physical and cognitive
functions.

Under the terms of the agree-
ment, Novartis will make an initial
upfront payment to GSK of $300
million for buying the drug and a
further payment of $200 million fol-
lowing the start of a phase III study
in MS by Novartis. Upon completion
of pre-determined milestones, con-
tingent payments of up to $534 mil-
lion may be made. Novartis will also
pay royalties of up to 12% to GSK on
future net sales of Ofatumumab in
autoimmune conditions.

“Novartis is pleased to further
reinforce our commitment to neu-
roscience and to add an exciting
new treatment to our strong MS
portfolio.

Our vision for patients with MS
is to develop treatments that im-
prove on current standards of care,
meeting patients’ needs at every
stage of their disease with inno-
vative and targeted drugs,” said

David Epstein, head of Novartis
Pharmaceuticals.

Ofatumumab is now ready to be-
gin phase III pivotal studies.

Meanwhile, Novartis’ skin cancer
drug Odomzo has received Euro-
pean approval. Odomzo (sonidegib,
formerly LDE225), in the form of
200 mg capsules, can treat adult
patients with locally advanced ba-
sal cell carconima (laBCC) who are
not amenable to surgery or radia-
tion therapy.

BCC consists of abnormal, uncon-
trolled growths or lesions that arise
in the skin’s basal cells which line
the outermost layer of the skin and
accounts for more than 80% of non-
melanoma skin cancers.

“The approval of Odomzo brings
new hope in the form of a non-inva-
sive option to help treat this disfigur-
ing and potentially life-threatening
disease,” said Reinhard Drummer,
professor and vice chairman at the
University of Zurich’s department of
dermatology.

The approval applies to all 28
EU member states, plus Iceland,
Norway and Liechtenstein. Outside
the EU, Odomzo is approved in the
USA, Australia and Switzerland. Ad-
ditional regulatory submissions are
being reviewed worldwide by health
authorities.

Odomzo is currently in clinical
development in other diseases. (eb)

is no world — where I can see —
that Europe or the United States
or Japan are not important. The
big decisions of pharmaceutical
customers on the type of manufac-
turing facilities that they will build
are made in the headquarters of
the multinationals in Europe, Ja-
pan and the United States. That is
not going to change overnight. The
largest amount of R&D spending in

create something. Second, we had
a chance to visit a national center
for protein analysis. They had 14
mass spectrometers, one next to
the other. And that also shows the
amount of ambition that they have.
And third, we visited this company
called WuXi AppTec and they are
going to put roughly 15 single-use
bioreactors in parallel. Not one,
not two, but 15 two-thousand-liter

Our purpose is awesome: solving the
toughest problems in life science by collaborating
with the global scientific community.

the world still remains in the United
States.

But that said, the investment
dynamics in countries like China
are mind-blowing. I will give you
three examples from a recent visit
to China with my leadership team.
Novartis is investing $1 billion in an
R&D facility in Shanghai. This sheer
ambition of a multinational to go
into China and say, “I want to be big
here” — they must know something.
And even if they don’t, they will

single-use bioreactors. Many of
our multinational customers take
a long time to decide buying one.
The ambition in China is a few or-
ders of magnitude higher. This is a
‘think big and act big’ mindset. And
we need to be part of it. So I guess
it will not take long before we will
be acting in China in a meaningful
way.

After the integration, will you
keep the brands Sigma-Aldrich

and Merck Millipore and operate
them under the Merck Life Science
umbrella?

U. Batra: We haven’t yet fully sorted
this out but somehow it will be Mer-
ck and within our Life Science busi-
ness. Below this corporate brand
it we would be short-sighted to re-
move any of the brands that have
been known to many customers, be
it Sigma-Aldrich, be it Supelco, be
it Millipore, be it SAFC or others.
Nonetheless, we cannot keep over
70 brands as we currently have. It
has to be a handful and below that
we can put any sub-brand we like.
So we are going through a process
by which we will organize them in
a logical way, while ensuring our
customers can still utilize the many
innovative products we both pro-
vide.

Are there some white spots left in
your portfolio where you would do
bolt-on acquisitions?

U. Batra: We would not survive if we
were not always looking to collabo-
rate. But that said, we have done
the largest acquisition in Merck’s
history and we need time to digest

this once closed, to bring the parts
together. There is no focus on do-
ing many more bolt-on acquisitions.
There are very interesting ideas and
as far as smaller collaborations are
concerned, we will be happy to do
them, but big acquisitions at this
time are off the table.

Fast forward: what is your vision
Jor the Merck Life Science sector?

U. Batra: We are in a wonderful busi-
ness because we have the chance to
solve problems for curious scientists
and engineers. Our purpose is awe-
some: solving the toughest problems
in life science by collaborating with
the global scientific community. This
purpose is embedded with the goal
of helping to provide people all over
the world, and especially in emerging
markets, with access to medicines
and vaccines. | mean, how exciting
is that? That is my vision!
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Disintermediation 2.0?

n mid-2015, BASF opened its first

e-commerce store in China, using

the Alibaba B2B marketplace plat-
form. According to the company press
release, with this step, “BASF is making
its solutions more accessible to small
and medium-sized enterprises (SMEs).”
This is one example of the growing im-
portance of e-commerce in chemicals.
What is the rationale behind these
trends, and what are the likely devel-

opments?

Traditionally, the majority of chem-
icals are sold directly from the
producers to the users. Given that
chemicals are rarely directly used
by consumers, most of the chemical
buyers are businesses using chemi-
cals to create a wide variety of fin-
ished goods including feed, food,
paints, plastics and textiles. The
other major distribution channel is
via chemical distributors. These dis-
tributors get their goods from the
chemical companies and then sell
them on to the same broad group
of buyers.

The main distinction between the
first channel (direct sales) and the
second one (indirect sales) is thus
the presence of an intermediary.
Typically per-order volumes of in-
direct sales are much lower (accord-
ing to a Boston Consulting Group
estimate, 79% of manufacturers out-
sourced their chemical distribution
to distributors for customers buying
less than €100,000 of products per
annum while larger customers buy
directly from the chemical manufac-
turers). Distributors partly compen-
sate for this lower volume of each
product sold to individual custom-
ers by offering a broader portfolio.
Typically they are not restricted to
a single chemical producer as sup-
plier but try to offer complementary
products focusing on the same cus-
tomer segments.

A New Channel

E-commerce marketplace providers
offer the producers a third channel
to sell to customers. While it may
technically be regarded as a varia-
tion of direct sales as the platform
involved typically does not take
ownership of the product, it is dif-
ferent from direct sales in that order
handling, logistics and customer ful-
fillment are automated and aggre-
gated to reach higher volumes and
lower costs.

Another main advantage to the
producers is the high volume of
traffic drawn to a multiparty e-com-
merce marketplace. In fact, looking
at the BASF press release shows
clearly that the company hopes to
replace indirect rather than direct
sales via this new channel. Target
customers are SMEs: “For example,
from Shandong, Sichuan, to Guang-
dong, China has over 10,000 feed
processing factories, most of which
are small and medium-sized enter-
prises. ... With BASF Alibaba online
shop going live today, more small
and medium-sized feed processing
factories can learn about authentic
feed additives from BASF and obtain
relevant support.”

Clearly, at least 99% of the 10,000
feed processing factories mentioned
in the press release are currently
not served by BASF directly but
rather by distributors or not at all.
Thus if taken up by the customers,
the e-commerce channel will mostly
replace sales via distributors, result-
ing in a potentially higher margin
for BASF, though of course BASF
certainly also hopes for additional
sales to customers currently not cov-
ered by either channel.

Veteran chemical industry watch-
ers will probably be somewhat skep-
tical about the power of e-commerce
to effect disintermediation of chemi-
cal distributors. After all, chemical
marketplaces have been around
for more than 15 years, and at the
same time broadly speaking chemi-
cal distribution has not grown any

Mallinckrodt to Buy Immunotherapy

Firm Therakos

Irish drugmaker Mallinckrodt said it
plans to acquire US immunotherapy
company Therakos for $1.33 billion
from American private equity inves-
tor Gores Group. The deal is planned
to close in the latter part of the cal-
endar third quarter, which is Mall-
inckrodt’s fiscal fourth quarter.

Based in West Chester, Pennsyl-
vania, the immunotherapy company
focuses on treatment platforms that
harness the power of each individu-
al patient’s immune system to fight
disease. It claims to be global leader
in autologous immune cell therapy
delivered through extracorporeal
photopheresis (ECP).

Therakos’ Cellex system collects
immune cells from a patient’s blood,
treats the cells with ultraviolet light
to activate them, and returns them
to the body in order to attack a dis-
ease.

In the US the system is used to
treat skin problems in patients suf-
fering from cutaneous T-cell lym-
phoma and who have not responded
to other treatments. It is approved
in other countries to treat conditions
such as Crohn’s disease and organ
transplants.

The acquisition would allow
Mallinckrodt’s specialty segment
to expand its business in hospitals,
giving it a larger presence in pain
management and critical-care res-
piratory therapies in neonatal inten-
sive care units.

According to Mallinckrodt, Ther-
akos expects 2015 annual sales of
around $185-195 million and ex-
pects high-single-digit percentage
growth. It added that the Cellex sys-
tem has strong profit margins. (dw)

slower than the industry as a whole.
However, we feel that the integrat-
ed online marketing and offline
distribution capabilities that the e-
commerce marketplace providers
offer to producers will accelerate
their adoption by industry players.
The recent rise of social media and
online communities, built as part of
the e-commerce marketplace plat-
forms, can substantially increase the
attractiveness of this channel. Con-
sequently, e-commerce represents a
real threat to the continued growth
of traditional third-party chemical
distribution.

Distribution’s Key Roles

Research published by Kin Bee Tay
and John Chelliah in 2011 identi-
fied several important functions
of chemical distribution, which at
that stage could not be delivered
by e-commerce platforms without
support by local intermediaries.
These were on-time delivery, prod-
uct availability, credit payment and
technical support.

Given the excellent network of
courier services in China, it is likely
that on-time delivery is no longer
an issue if the e-commerce mar-
ketplace providers have their own
delivery service and customer fulfill-
ment capabilities, or use third-party
logistics providers (3PL), and the
time to fulfill customer orders does
not need to be shorter than two to
three days. This leaves a role for a
third-party chemical distributor lo-

Peeking Behind the Curtain of E-Commerce, Chemical Distribution

cated nearby only if the order needs
to be fulfilled very quickly, or if the
type of the chemical ordered is not
suitable for normal courier delivery.

Similarly, product availability
may actually be less of an issue for
an online store than for an individual
distributor. Given the delivery capa-
bilities above, this will only require
one warehouse per region. Thus ad-
equate stock levels should be easier
to maintain than at a multitude of
locations of individual chemical dis-
tributors. In addition, the customer
and delivery data gathered and
accumulated by an e-commerce
marketplace over time will allow
a producer to employ big data and
predictive analytics to perform ac-
curate stock planning and demand
forecasting, further increasing the
average product availability.

However, credit payment is likely
to remain an issue for e-commerce.
Providing credit is an important
function of third-party distributors
in China, and it is unlikely to be pro-
vided by a company such as BASF,
which lacks the knowledge of the
credit trustworthiness of small cus-
tomers. So this function is unlikely
to be affected much by a rise in e-
commerce unless an e-commerce
marketplace provider is willing to
take ownership of the goods and
take the credit risk.

Finally, technical support is a
function in which e-commerce mar-
ketplace providers can excel, espe-
cially with the advent of social me-
dia and online communities. Tradi-

Genzyme to Acquire AstraZeneca

Rare Disease Therapy

Sanofi and its subsidiary Genzyme
have agreed to acquire the Caprel-
sa (vandetanib) rare disease ther-
apy of British-Swedish drugmaker
AstraZeneca.

Sanofi said the acquisition builds
on Genzyme’s long-standing com-
mitment and scientific leadership
in the field of endocrinology globally.

Under the terms of the agree-
ment, Genzyme will pay AstraZen-
eca up to $300 million, including
an upfront payment of $165 million
to acquire the global rights to sell
and further develop Caprelsa, along
with further development and sales
milestone payments of up to $135
million.

The transaction does not include
the transfer of any AstraZeneca em-
ployees or facilities.

Currently available in 28 coun-
tries, Caprelsa is an oral kinase

inhibitor treatment indicated for
the treatment of symptomatic or
progressive medullary thyroid car-
cinoma in patients with unresect-
able locally advanced or metastatic
disease.

The drug is in Phase III develop-
ment for differentiated thyroid car-
cinoma, with trials expected to finish
in the second half of 2015.

“Caprelsa is a strong strategic
fit for our rare endocrinology port-
folio and underscores Genzyme'’s
commitment to addressing unmet
needs in the thyroid community,”
said David Meeker, CEO of Gen-
zyme.

The transaction is expected to
be completed in the second half of
2015, subject to closing conditions
that include antitrust clearance
from the US Federal Trade Commis-
sion. (dw) ]

tionally, big chemical producers did
not give technical support to small
customers because of the high costs,
leaving this service to their distribu-
tors. By setting up online communi-
ties and technical discussion on the
e-commerce platforms, chemical
producers are able to offer timely
and critical knowledge and infor-
mation to their customers at fairly
low costs. The BASF press release
hints at this aspect when stating that
“factories can learn about authentic
feed additives from BASF and obtain
relevant support.”

Benefits Of E-Commerce

The potential margin improvement
of switching from third-party distri-
bution to e-commerce marketplaces
has already been mentioned. There
are several other benefits. At the
core is the better understanding of
the market and keeping a close tab
on the requirements of customers.
Using third-party distribution, the
producers will not be able to get
hold of valuable customer data such
as their purchase history, average
order size, preferences and delivery
schedule. The shift to e-commerce
remedies this lack of transparency.

In addition, while initially the
introduction of an e-commerce
platform might lead to a conflict
of interest with existing distribu-
tors, there is also the potential for
later reduction of such conflicts,
e.g., when a customer becomes big-
ger. It should not be a major issue

to transfer a customer from using
an e-commerce platform to being
served directly by the BASF sales
force; however, switching from a
distributor to direct sales routinely
leads to conflicts.

E-commerce platforms by now
have reached a level of maturity
that allows even major players such
as BASF to utilize them with confi-
dence. The investment of such a step
is low as the platform already exists,
eliminating the need to establish an
own solution. Customer traffic is al-
ready strong, reducing the need for
specific marketing of the new chan-
nel. Overall, as additional function-
alities will be added to platforms
such as Alibaba, we expect the role
of traditional third-party chemi-
cal distributors to shrink and to be
mainly restricted to giving credit
to less credit-worthy chemical cus-
tomers and to providing emergency
deliveries of chemicals. It remains
to be seen whether these functions
are sufficient for a sustainable busi-
ness model.

Dr. Michael Ling, visiting
professor, Shanghai University,
Shanghai, China

Dr. Kai Pflug, CEO, Management
Consulting — Chemicals,

Hong Kong, China

» michael.ling@unswalumni.com
kai.pflug@mc-chemicals.com
www.mc-chemicals.com

American Chemical Society Lauds
“Green” Bill

The American Chemical Society
(ACS) has praised the House of Rep-
resentatives’ passage of legislation
seeking to improve federal coordi-
nation, dissemination and invest-
ment in green chemistry research
and development (R&D).

Purpose of the Green Chemis-
try Research and Development Act
of 2007 is to provide safer, more
sustainable technological options
to replace traditional products
and processes. Similar legislation
was passed overwhelmingly by the
House in each of the last two Con-
gresses, but was not acted on in the
Senate.

“Green chemistry is the ultimate
proof that environmental and eco-
nomic benefits in chemistry can be
optimized simultaneously. The tech-
nologies that spin out of this novel
research are the seeds that can

sustain small business ventures and
green corporate practices,” said ACS
President Catherine T. Hunt. This,
she said, “proves that that econom-
ics and environment are not mutu-
ally exclusive.”

The bill dedicates resources at a
number of federal agencies toward
green chemistry R&D and improves
interagency coordination. “By con-
centrating on sustainable economic
practices in the chemical industry,
we can move towards a more sus-
tainable vision of the future,” Hunt
said.

Under the proposed legislation,
the US National Science Founda-
tion, the Environmental Protection
Agency, the National Institute of
Standards and Technology and the
Department of Energy would work
together to fund and coordinate
green chemistry R&D. (dw) m
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Patrick Thomas and Frank H. Lutz have been ap-
pointed as CEO and CFO respectively of the
Bayer engineering plastics spin-off Covestro
— the new name for Bayer MaterialScience
(BMS) — with effect from Sept. 1. Thomas
has been CEO of BMS since 2007, while Lutz
joined the company in 2014. Lutz, whose re-
sponsibilities on the BMS Executive Commit-
tee up to now have included administration
and services along with the Europe, Africa and Middle East regions (EMEA
/ EEMEA), additionally will take over the function of labor director from
Michael Bernhardt, who will leave the managing board to head an expanded
Covestro Human Resources function.

Patrick Thomas

Frank H. Lutz

Golnar Motahari Pour has been named as new president of DSM
Dyneema. She succeeded Gerard de Reuver who stepped down
after five years in the post on August 1. Motahari Pour is
already familiar with DSM Dyneema, having been engaged
with the company for several months, as an independent
business strategy and operations consultant. She is well
versed in materials sciences. From 1993 to 2007 she held
several management positions at General Electric in the
Plastics, Silicones and Consumer Products businesses. Prior
to joining DSM, Motahari Pour was a member of the Euro-
pean Executive Committee responsible for Emerald Kalama Chemical’s
plasticizer business in Europe and the Middle East. She holds a master
of arts degree & postgraduate studies in ecology from the University of
Brussels.

Golnar Motahari
Pour

Leonor Garcia has been appointed as director public affairs of
PlasticsEurope. She took up her new position on Septem-
ber 1, 2015. Garcia joined PlasticsEurope from Coca Cola,
where she was director corporate scientific and regula-
tory affairs, responsible for providing thought leadership,
strategic direction and driving all external advocacy and
representation of the company’s interests in external or-
ganizations related to food packaging safety. She also held
positions at UCB Chemical Specialties (now Cytec/Allnex)
and Exxon Chemical (now ExxonMobil). Garcia has dual Belgian and
Spanish nationality and holds a PhD in physical organic chemistry from
the Université Libre de Bruxelles.

Leonor Garcia

\

“Chemiewende” Start-ups Pitching Session, 25 September 2015, Berlin, Germany

The “Chemiewende” (German for Chemistry Transition) describes the
shift of the chemical industry based on finite fossil fuels to renewable
feedstocks. More and more high-tech applications are developed in which
expensive and harmful chemicals are reduced, re-used, and recycled
leading to lower manufacturing costs. With growing recognition of this
huge innovation potential for industry, Germany has begun to create
an enabling environment for spin-offs from research institutes. These
start-ups offer models of change demonstrating untapped green business
opportunities to sectors still based on fossil fuels and other older technolo-
gies. At this unique side-event of the “Sustainable Chemistry Conference:
the way forward” 10 selected “Chemiewende” start-ups will present their
business models.

» www.umweltbundesamt.de

CPhl Worldwide, 13 — 15 October 2015, Madrid, Spain

CPhI (Convention on Pharmaceutical Ingredients) Worldwide — the In-
ternational exhibition on Pharmaceutical Ingredients and Intermediates
— is the leading networking event and exhibition dedicated to pharma-
ceutical developments, trends, products and services, including contract
services, excipients, ingredients, APIs, machinery, finished dosage forms
and packaging. The show hosts over 36,000 attendees from 140 coun-
tries and 2,200 exhibitors, representing every step of the pharmaceutical
supply chain from drug discovery to finished dosage. First held in 1990,
2015 marks the 26™ edition of this prestigious and industry leading event.
» www.cphi.com

Sustainable Cleaning Products Summit, 20 — 21 October 2015, Paris, France

The premier edition of this event will tackle the major technical and mar-
keting challenges associated with green home care products. Organized
by Organic Monitor, the aim of the summit is to advance sustainability
in the home care industry by debating key issues in a high-level forum.
The sessions and workshops will cover topics like trends & develop-
ments in the European market for green household cleaning products
market, industry challenges & future projections, the growing array of
green ingredients available for home care product formulations, green
surfactants & emulsifiers, and how home care brands and ingredient
firms can reduce their environmental footprints.

» www.sustainablecleaningsummit.com

A Life of Magic Chemistry

In his autobiography Nobel Prize
winner George Olah tells us about
fascinating research into extremely
strong superacids and how it yielded
the common term ,magic acids.”
Olah takes us on a remarkable
journey from Budapest to Cleve-
land to Los Angeles-with a stopover
in Stockholm, of course.

This book chronicles the distin-
guished career of a chemist whose
work in a broad range of chemis-
try areas, and most notably that in
methane chemistry, led to technolo-
gies that impact the processing and
utility of alternative fuels. It is based
on Olah‘s work on extremely strong
superacids and inspires readers
with details on his successful recent
research on methanol, intended to
help provide a solution to ,the oil
problem*®.

An innovative scientist, George
Olah is truly one of a kind. The book
not only touches on his exhilarating
life and pursuit for new chemistry but
also reflects on the broader meaning
of science in our perpetual search for
understanding and knowledge.

» ALife of Magic Chemistry
Autobiographical Reflections of a Nobel Prize Winner
George A. Olah, Thomas Mathew
John Wiley & Sons 2015
Price: €67.90
ISBN: 978-1-118-84003-0

It's always
worth asking!
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Developing innovative solutions in the fields of:

Cgn fRlsma ] poymer ] Personal Care | Specialis

WeylChem International GmbH

services@weylchem.com

Europe: +49 (0) 69 506 820 2244
North America: +1 (803) 438 44 78

www.weylchem.com

Think Smarter

This is the comprehensive guide to
training your brain to do more for
you. Written by a critical thinking
trainer and coach, the book pre-
sents a pragmatic set of tools to
apply critical thinking techniques
to everyday business issues. Think
Smarter is filled with real world ex-
amples that demonstrate how the
tools work in action. With dozens
of practice exercises applicable
across industries and functions,
it is a versatile resource for man-
agers and corporate training pro-
grams.

Thinking is the foundation of eve-
rything you do, but we rely largely
on automatic thinking to process
information, often resulting in mis-
understandings and errors. Shift-
ing over to critical thinking means
thinking purposefully using a frame-
work and toolset, enabling thought
processes that lead to better deci-
sions, faster problem solving, and
creative innovation. Think Smarter
provides clear, actionable steps to-
ward improving your critical think-
ing skills, plus exercises that clarify
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Critical Thinking 1o
Improve Problem-Solving and
Decision-Making Skills

complex concepts by putting theory
into practice.

» Think Smarter
(ritical Thinking to Improve Problem-Solving and
Decision-Making Skills
Michael Kallet
John Wiley & Sons, 2014
Price: €22.90
ISBN: 978-1-118-72983-0
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We live know-how.
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The US Business of Chemistr

American Chemistry Council

Cost Structure in the US Chemical Industry Fig. 1
by Segment
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Cost structure

The US is a global leader in chemical production,
providing over 15% of the world’s chemicals and re-
presenting 14% of all US exports. According to the
Guide to the Business of Chemistry, published annu-
ally by the American Chemistry Council, the business
of chemistry is also one of the US’s largest manufac-
turing industries, an $801 billion enterprise providing
804,000 jobs. Figure 1 presents typical cost structures
over the business cycle for four of the five major seg-
ments of the chemical industry. Basic chemicals are
dominated by costs for feedstock and materials. Phar-
maceuticals and consumer products spend much
more on advertising, research and development
(R&D), and other sales, general, and administrative
(SG&A) expenditures.

by Asset Type
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US Chemical Industry Capital Investment

Fig. 2
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Capital investment

The chemical industry has consistently been one of the
largest US private-sector investors in new plants and
equipment (P&E). Capital investment is comprised of
two basic components: structures (e.g., buildings) and
equipment (fig. 2). The equipment category is compo-
sed primarily of traditional process equipment such as
storage tanks, heat exchangers, pipe, pumps, etc. A
sizable portion of equipment spending in the business
of chemistry is for information processing technologies.
Investment in structures is mostly for industrial buil-
dings and related structures, but also includes some
minor spending for office buildings. Equipment is no-
tably more important to long-term growth potential
for the manufacturing sector and the business of che-
mistry as it is directly involved in the production pro-
cess and embodies the latest in process technologies.

Trade Balance of the US Chemical Industry

Fig. 3
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Trade balance

From the 1920s through the early 2000s, the business
of chemistry in the US maintained a trade surplus.
The trade balance in chemicals reached a peak of
$20.5 billion in 1995. In 1997, the pharmaceutical
segment posted a trade deficit for the first time, and
that number has grown over the past two decades
(fig. 3), indicating a continuing surge of imports of
finished pharmaceuticals, especially from Western
Europe. In 2001, for the first time since reliable re-
cords were kept, the US (total) business of chemistry
posted a trade deficit, a trend that continued over
the subsequent decade. However, the United States’
net trade in chemicals excluding pharmaceuticals has
consistently achieved a trade surplus.

Determinants of investment

Chemours to Close US TiO, Plants
as Part of Transformation Plan

Chemours, the former DuPont Per-
formance Chemicals business, is to
close its Edge Moor titanium dioxide
(TiO,) plant located outside Wilm-
ington, Delaware, USA, as well as a
third production line in New John-
sonville, Tennessee.

The closures will remove roughly
150,000 t/y of TiO, capacity from the
market. Chemours said the move
will enhance production capabili-
ties at its four other manufacturing
plants and position it for growth in
the TiO, industry.

The Edge Moor plant produces
a grade of TiO, used in paper ap-
plications that have been declining
steadily for years, resulting in un-
derused capacity. Chemours said it
will continue to provide customers
with similar product from its John-
sonville plant.

Line 3 at Johnsonville is said by
Chemours to be small scale and

high cost compared with its other
production plants.

Production is planned to stop at
both Edge Moor and Johnsonville at
the end of September 2015. Chemours
expects to complete decommissioning
of the Edge Moor plant around March
2016 when it will begin dismantling
the facilities which could take a year
or longer, depending on the site’s
future use. The company said it will
begin exploring options for the site’s
redevelopment immediately.

The closures are expected to re-
duce annual net costs by $45 mil-
lion. Non-cash charges of around
$110 million will be incurred in
the third quarter, while additional
restructuring and other related
charges are expected to range bet-
ween $75 million and $85 million
during the next two to three years.

Approximately 200 people work
at the Edge Moor plant and Chem-

ours said it will redeploy employees
wherever possible.

The five-point transformation
plan aims to transform the company
by reducing structural costs, grow-
ing market positions, optimizing its
portfolio, refocusing investments
and enhancing its organization.

Restructuring initiatives are ex-
pected to save $40 million in the
second half of 2015, $200 million in
2016 and $350 million in 2017.

Chemours has begun evaluating
strategic alternatives for its Chemi-
cal Solutions segment, excluding the
cyanide business where it will focus
on investing for growth. It will also
continue to ramp up its Opteon re-
frigerants business.

An expansion of its Altamira TiO,
production plant in Mexico is sched-
uled to start up in the middle of next
year. (eb)

Keeping an Eye on Safety — With the arrival of summer, many people decide to get a new pair of stylish sunglasses. Regardless of style,
sunglasses have to provide effective protection against harmful UV light and must be highly sturdy to avoid health damage. This combi-
nation of features represents a special challenge for manufacturers as sunglasses have to withstand enormous stresses like heat, sand, dust,
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