PRICE & MARKET TRENDS

Global

Chemical executives deal with tariffs

Resilience and focus on supply chain, customers key to dealing with tariffs, according to industry executives

Joshua Dill New York

Chemical executives are seeking
to navigate through heightened
uncertainty from tariffs, geopoliti-
cal turmoil and overcapacity.

A high level of uncertainty is
nothing new for the chemicals
industry.

“l would argue our industry is
specifically well positioned to
deal with those. We are used to
dealing with that oscillation and
dealing with that level of uncer-
tainty,” said Rui Cruz, vice presi-
dent of Core R&D at Dow.

Cruz and other industry execu-
tives spoke on a panel moderated
by Peter Young, president of in-
vestment bank Young & Partners,
hosted by the Societe de Chimie
Industrielle in New York. For chemi-
cal companies, the key to resil-
ience during challenging times is
closely adhering to their core prin-
ciples and long-term strategy.

“What has worked in the past,
in terms of the way you look at
the company and your brand
strategies, they stay in place. So
don‘t drop them,” said Jean-Marc
Gilson, CEO of Westlake.

The customer must also be at
the center of a company’s focus,
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“In the short term, there
will be arearrangement
of trade flows... | hope
the world is not going to
start being split into two,
[but] I don’t know if the
probability is zero”
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especially during difficult times.

“You have to satisfy these cus-
tomers. You have to provide qual-
ity products. Your product has
got to be on time. The basics and
the fundamentals never change,”
Gilson added.

Prepare to pivot

Even while maintaining their
long-term focus, chemical com-
panies must be prepared to pivot
when the situation arises.

“We are preachers of rapid
analysis to get to the next best
action,” said Maxwell David, man-
aging director at private equity
firm Apollo Global Management.

He also prompts companies to
ask themselves key questions in
these hard times such as, “What
does success look like?” Reallo-
cating funds and focusing on
necessary investments are some
ways companies are pivoting.

“We had to make announce-
ments slowing down some of the
investments we were making
[and] rebalance our use of cash
for the foreseeable future,” Cruz
pointed out.

Dow in late April announced it
will delay construction of its
Path2Zero cracker and polyethyl-
ene (PE) project in Fort Saskatche-
wan, Canada “until market condi-
tions improve”, reducing projected
2025 capital spending (capex)

from $3.5 billion to $2.5 billion.

The company also expanded
its European asset review to po-
tentially idle or shut down a
cracker in Bohlen, Germany, chlo-
ralkali and vinyls assets in Schko-
pau, Germany and a siloxanes
plantin Barry, UK.

Supply chain disruptions
With supply chain disruptions
looming on the horizon from tar-
iffs, greater vertical integration
could be one solution.

“I think there would be a trend
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“We had to make
announcements slowing
down some of the
investments we were
making [and] rebalance
our use of cash for the
foreseeable future”
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“We are preachers of
rapid analysis to get to
the next best action”

of seeing companies again trying
to be more vertically integrated
because they suffered once with
COVID because they couldn’t put
their hands on products,” said
Westlake’s Gilson.

These same companies do not
want to, “suffer a second time
with trade disruptions”, he added.

Supply chain disruptions from
tariffs will change trade flows,
which will bolster the formation
of new connections.

“The demand is still there... so
the consumer is still there. In the
short term, there will be a rear-
rangement of trade flows,” said
Gilson.

However, major supply chain
disruptions could persist for
some time.

“I hope the world is not going
to start being split into two, [but] |
don't know if the probability is
zero,” Gilson acknowledged.

Amid the uncertainty, panel
members emphasized focusing
on the fundamentals.

“Everyone’s forecasting ability
is pretty terrible,” and ultimately
the focus should be on “the high-
est quality [and] the best teams,”
said David from Apollo.

“Things like reliability, quality,
safety, all the sustainability fac-
tors that truly make sense for the
people on the planet, will re-
main,” Dow’s Cruz concluded. ®
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