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“A PROUD AND ENVIABLE PRODUCT FROM
AMOCO, A SURE WIN PRODUCT BEING
CARTELED BY A FEW PRODUCERS UP TO

1980'S BEFORE THEY SOLD LICENCES IN
ASIA; NOW A COMMODITY THAT NEEDS

TO FIND AN IDENTITY, TORN BETWEEN

THE MIGHTY PX AND THE PITIFUL
POLYESTER”




World PTA Demand Growth
by Region

PTA, Million Tons
3.0

2.5
2.0
1.0
0.5
0.0
-0.5

-1.0
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

B Americas B Africa/Middle East ¥ Europe ¥ Non-China Asia China

PC Huang — Apri 2007 PT A Market Q}-—*I’? amics 2 M




Asian PTA Demand Growth
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Asian PTA Capacity Expansions
vs. Demand Growth
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China PTA Import
vs. Asia PTA Export

Million tons
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PTA Imports

Although Chinese domestic production continued to grow over 2002-200%5,
imports also increased from 4.3 million tons to 6.5 million tons. PTA self-
sufficiency rates remained below 50 percent over this penod. In order to support
the development of Chinese polyester industry, many new PTA expansions were
planned to increase self-sufficiency.

Chinese PTA Self-Sufficiency
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PTA PX Spread
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PX PRICE MOVEMENT

Asia Spot PX - PTA Spread

Dollars per Metric Ton Spread= PTA-0.87 x PX
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‘A RAW MATERIAL THAT PTA
MANUFACTURERS USED TO TAKE

FOR GRANTED, OTHERS USED AS
SOLVENT, OR DUMPED INTO THE
GASOLINE, BUT NOT ANYMORE "~




- Despite heavy investmentdemand growth in Asia fol
paraxylene has outpaced supplies
- At the same time, the Western world questions whe#r

these Iinvestments at home woulgrovide a proper
economic return if Asia is to their major market

- This has left the burden of Investment to Asia,
particularly China, and the Middle East to meet thei
own demancs




World Paraxylene Supply / Demand
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“THE 2"° FIDDLER WHICH CAN BE

A WILD CARD SOMETIMES”
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“THE POOR, HUMBLE, ULTIMATE SHOT
CALLER IN THE SUPPLY CHAIN, BUT LIVES

IN A DIFERENT WORLD OF TEXTILES AND
PACKAGING FROM THE PETROCHEMICAL
BIG BROTHERS WHO DON'T UNDERSTAND
THEIR PREDICAMENTS”
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United States Margins

Cents per Pound Dollars per Ton
2200 100

1760 - 80

1320 5]0)

880 40

PSF Contract W PFY Contract PET Contract
PSF Margin = PFY Margin = PET Margi

33



34



35



36



- Global polyester polymerization in 2007 Is expectedo grow
7.6 % to 45.2 million metric tons which includes 6246 of textile
polyester, 30 % of PET bottle resin, 9 % of others

- Textile polyester has grown steadily at an average rate of 6.2 ¢
historically and is expected to grow at an averageate of 6.2 %
In the future. 55 % of this growth will be filament, 4 % will be

iIndustrial filament and 41 % will be staple fiber, due to its
production cost advantage for textile applications, pgkestel
filament Is expected to increase faster than stapféer

- PET packaging resin’s forecast growth rate will ony be slightly
higher than that of textile polyester, due to marké saturation In
developa economies. PET bottle resin demand is expected
Increase by about 7.3 % per annum, or around 6 mikbn metric
tons,in the future




38



39



40



41



- There I1s no more entry barriers to manufacturing PX PTA,
MEG, Polyester; anyone with money to spend can colger

- Import duty is no longer an import barrier under WT O and

globalization, instead EU, North and South Americas finc
logistic (freight) cost is an effective import barrer

- Western international chemicals gants tend to exit PX, PTA
MEG, Polyester, or stop expansions new generations c
boutique, specialized producers take over;, Asians ar
particularl y fond of this aromatic supply chain and hav
excelled in it




- Center of Gravity of PX, PTA, MEG, Polyester has mued tc
Asia/Middle East

- Asian Demand Growth will outpace the West due to & fas
growing economies

- Asian chemicals products will flow back to the Westvhere to
plant closures, stagnant growth happened

- Trade barriers such as antidumping duties will not be ar
effective tool anymore

- Whoever has captive and cheaperaw material supplies will
have an edge

- Whoever has lower logistic cost will win

- Private equity merger of chemical plants in the West ma
rationalize the supply chain but may not rejuvenate the
Industry within their short term investment goals




- In 1985, world scale PTA plant was 250,000 mt/ynow it Is
1.5 million mt/y. In 1990’s world scale PX plant vas 300,00
mt/y, now it is over 800,000 mt/y. Oil was US$15 dess,now

$82/barrel. What is the price of polyester now aththen ?
- Business Models of last years may not be useful shyear

- BP contract price used to dominate the PTA marketnow it
IS spot Chinese Import Price (ICISLOR SPOT), next yea
on will be ChineseDomestic Spot Price as the PTA ben
mark price




- Change faster than our competitors, conformity is ot
good

- Join the Asians before they come to join us
- Become market mavericks Asian style
- M & Ain EU Is not the effective way to rationalizecost

because of the small plant size and geographic dregy
resulting in high logistic cost




- EU’s raw materials are more costly
- EU consumption growth is maturing along the
declining birth rate

- Local transportation cost is about as expensive
as import freight

- Go global M & G style and explore the new
frontier s




“ Love Brazilian cheese ! ” (M & G)




- How to survive between rising raw material costs
and Coke/Pepsi/Walmart?
- Back to square one(by then it is the next CEO’s jn)
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