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START YOUR ENGINES
Construction has begun
on ExxonMobil’s ethylene

GLOBALTOP 50

The world’s largest CHEMICAL FIRMS are growing and enjoying stronger profits
ALEXANDER H. TULLO, C&EN NORTHEAST NEWS BUREAU

GERMANY WON soccer’s World Cup
championship final earlier this month. The
country also won—or at least Germany’s
BASF did—C&EN’s Global Top 50 ranking
of the world’s largest chemical producers.
But unlike in the soccer tournament,
where Germany was a main contender but
not the hands-down favorite, there was
little doubt that BASF would come out on
top of the C&EN survey. After all, the firm
hasbeen there for 9 consecutive years.
BASF is truly an enormous chemical
company. Its $78.6 billion in chemical sales
for 2013, the year on which the survey is
based, is $17.8 billion more than the sales
recorded by the second-largest firm, Chi-
na’s Sinopec. The differential is bigger than
the sales of the number 20 company in the

ranking, India’s Reliance Industries. BASF’s
sales amount to 8.0% of the combined rev-
enue of all of the companies on the list.

Furthermore, BASF is big in every
region of the world. Its North American
business alone would be number 14 on the
globallist. Any economic factor that would
putadamper on BASF’s sales would take
most every other large chemical firm down
withit.

So BASF will likely be the world’s larg-
est chemical company for years to come.

Y INTERACTIVE ONLINE

To see how the Global Top 50 data
have changed over the years, visit
http://cenm.ag/globaltop502014.

Few acquisitions among large chemical
makers would be big enough to dislodge
the German firm. And given that Verbund, a
German word meaning something like “in-
tegration,” is a core BASF value, a breakup
of BASF isn’t likely.

If the Global Top 50 can be considered
acompetition, it is a contest among the 49
firms that aren’t BASF. This group has actu-
ally experienced some jostling for position.

This is Sinopec’s first year in the number
two slot, having edged out Dow Chemical.
Sinopec was a close third last year, but a
5.0% increase in sales and a strengthen-
ing Chinese renminbi combined to lift the
company over Dow, which experienced a
paltry o.5% increase in sales.

In his annual letter to shareholders,

If the Global Top 50 can be considered a competition,
it is a contest among the 49 firms that aren’t BASF.
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GLOBAL TOP 50

BASF retained the lead, but Sinopec overtook Dow Chemical to claim the number two spot

CHEMICAL CHEMICAL
CHEMICAL CHEMICAL CHEMICAL PROFITS AS IDENTIFIABLE ASSETS OPERATING
SALES CHANGE SALES AS HEAD- OPERATING CHANGE % OF TOTAL OPERAT- CHEMICAL AS % OF RETURN ON
__RANK ($ MILLIONS) FROM % OF TOTAL QUARTERS PROFITS? FROM OPERATING ING PROFIT  ASSETS TOTAL CHEMICAL
2013 2012 COMPANY 2013 2012 SALES COUNTRY ($ MILLIONS) 2012 PROFITS  MARGIN® ($ MILLIONS) ASSETS ASSETS®
1 1 BASF $78,615 -46%  80.0% Germany $6,317 -6.2% 65.4% 8.0% $69,676 81.5% 9.1%
2 3  Sinopec 60,829 5.0 13.0 China 103 71.9 0.6 0.2 25,427 12.3 04
3 2 Dow Chemical 57,080 0.5 100.0 U.s. 4,715 6.6 100.0 8.3 69,501 100.0 6.8
4 5 SABIC 43,589 31 86.5 Saudi Arabia 12,795 17 86.7 294 84,207 93.1 15.2
5 4 Shelld 42,279 -7.6 9.4 Netherlands na na na na na na na
6 6 ExxonMobil 39,048 0.8 9.3 Us. 5,180 6.0 9.1 13.3 27475 7.9 18.9
7 7 Formosa 37671 5.9 60.2 Taiwan 2,352 67.2 62.8 6.2 43,060 66.6 55
Plastics®
8 8 LyondellBasell 33,405 17 75.8 Netherlands 5,087 175 99.7 15.2 na na na
Industries
9 9 DuPontd 31,044 2.7 86.9 UsS. 5,234 11.6 975 16.9 18,113 66.2 289
10 12 Ineos 26,861 -10.8 100.0 Switzerland 2,137 -6.3 100.0 8.0 na na na
11 10 Mitsubishi 26,685 14.8 74.4 Japan 507 121.1 44.8 19 23,411 65.7 2.2
Chemical
12 11 Bayer 26,636 0.9 49.9 Germany 4,409 1.0 39.5 16.6 25,571 375 17.2
13 13 LGChem 21,142 -0.5 100.0 South Korea 1,592 -8.8 100.0 75 15,938 100.0 10.0
14 14 AkzoNobel 19,376 -5.2 100.0 Netherlands 1,193 -3.5 100.0 6.2 21,332 100.0 56
15 16 AirLiquide 19,1563 -0.8 94.7 France 3,569 11 96.9 18.6 29,595 95.2 12.1
16 17 Braskem 18,994 154 100.0 Brazil 1,370 140.1 100.0 7.2 22,414 100.0 6.1
17 19 Mitsui 18,916 115 100.0 Japan 306 597.1 100.0 16 13,634 100.0 2.2
Chemicals
18 23 Linde 18,554 11.0 83.9 Germany 5,108 13.0 97.0 275 na na na
19 15 Sumitomo 18,116 16.3 78.8 Japan 688 136.9 66.6 38 18,163 63.6 38
Chemical
20 18 Reliance 17,778 104 233 India 1436 174 35.2 81 9,844 134 14.6
Industries
21 21 Evonik 17,097 -37 100.0 Germany 1,653 -22.5 100.0 97 21,113 100.0 7.8
Industries
22 20 Toray Industries 16,665 17.9 88.5 Japan 1,152 22.5 106.8 6.9 18,734 86.3 6.1
23 26 Lotte Chemical 15,017 34 100.0 South Korea 445 311 100.0 3.0 9,763 100.0 4.6
24 24 Yara 14,472 0.6 100.0 Norway 1,963 -23.1 100.0 13.6 15,140 100.0 13.0
25 25 PPGIndustries 14,044 -0.9 93.0 U.sS. 2,134 -3.0 974 15.2 11,900 75.0 17.9
26 22 Solvay 13,768 -19.2 100.0 Belgium 1,179 -24.0 100.0 8.6 24,479 100.0 4.8
27 27 Chevron Phillips 13,147 -1.2 100.0 U.s. na na na na 10,533 100.0 na
28 30 DsSM 12,773 5.3 100.0 Netherlands 580 -11.9 100.0 45 15,856) 100.0 36
29 28 Shin-Etsu 11,945 137 100.0 Japan 1,781 10.7 100.0 14.9 22,530 100.0 79
Chemicald
30 32 Praxair 11,925 6.2 100.0 Us. 3734 7.9 100.0 313 20,255 100.0 184
31 34 SKlnnovation 11,640 14 19.1 South Korea 770 12.2 61.0 6.6 5,502 171 14.0
32 29 AsahiKasei 11,199 15.3 576 Japan 632 107.1 38.9 56 9,774 50.3 6.5
33 33 Huntsman Corp. 11,079 -1.0 100.0 U.S. 671 -27.9 100.0 6.1 9,188 100.0 7.3
34 31 Lanxess 11,023 -8.7 100.0 Germany 406 -62.4 100.0 37 9,045 100.0 4.5
35 38 Borealis 10,815 79 100.0 Austria 259 234 100.0 24 10,230 100.0 25
36 37 Syngenta 10,793 5.7 73.5 Switzerland na na na na na na na
37 36  Sasol 10,225 11.9 54.4 South Africa 199 -70.5 47 19 9,140 35.7 2.2
38 35 Mosaic 9974 -10.2 100.0 Us. 2,333 -12.8 100.0 234 18,086 100.0 12.9
39 — PTTGlobal 9,959 6.2 58.5 Thailand 1,595 85 839 16.0 10,221 726 15.6
Chemical
40 39 Air Products & 9,729 5.8 95.6 us. 1,518 -4.0 €59 15.6 16,162 90.5 94
Chemicals
41 43 Eastman 9,350 154 100.0 us. 1,938 110.7 100.0 20.7 11,845 100.0 164
Chemical
42 42  Arkema 8,098 -4.6 100.0 France 781 -13.3 100.0 9.6 7,272 100.0 10.7
43 41  Tosohd 7913 15.5 100.0 Japan 426 69.9 99.6 5.4 7,395 100.0 5.8
44 46  Styrolution 7,703 -3.3 100.0 Germany 587 31.9 100.0 76 na na na
45 40 DIC 7606 5.5 100.0 Japan 439 114 100.0 5.8 6,974 100.0 6.3
46 47 Total 7,570 0.0 3.3 France 584 14.6 4.8 77 na na na
47 ~ — Indorama 7464 8.7 100.0 Thailand 146 -16.1 100.0 2.0 6,159 100.0 24
48 45 Enj 7,397 7.3 4.9 Italy -963 nm def def 4,208 2.9 def
49 44 PotashCorp 7,305 -7.8 100.0 Canada 2,365 -21.5 100.0 324 17,958 100.0 13.2
50 48 Alpek 7,059 -6.3 100.0 Mexico 428 -23.9 100.0 6.1 4,556 100.0 9.4

NOTE: Some figures converted at 2013 average exchange rates of $1.00 U.S. = 2.157 Brazilian reals, 6.15 Chinese renminbi, 0.753 euros, 58.51 Indian rupees, 97.6 Japanese yen,
1,094.67 Korean won, 5.8772 Norwegian krone, 3.75 Saudi riyals, 0.9269 Swiss francs, 29.68 new Taiwan dollars, and 30.696 Thai baht. a Operating profit is sales less administrative
expenses and cost of sales. b Operating profit as a percentage of sales. ¢ Chemical operating profit as a percentage of identifiable assets. d Sales include a significant amount of
nonchemical products. e C&EN estimates. f Chemical figures include only specialty chemicals. def = deficit. na = not available. nm = not meaningful.
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Sinopec Chairman Chengyu Fu noted that
the firm’s chemical business “successfully
mitigated the impact of difficult market
conditions.”

As for the future, Fu echoed the kind of
optimism that will sound familiar to China
watchers. “China’s economy will become
all the more vibrant as economic reforms
allow markets to play a more decisive role
in resource allocation,” he wrote. “The
continuous pursuit of industrialization and
urbanization will support steady growth
in demand for oil and petrochemical
products.”

“Large mergers often lead to residual
businesses that don’t overlap.
Companies want businesses that fit.”

Also at the top of the ranking, Saudi Ba-
sic Industries Corp. overtook Shell Chemi-
cals to claim the number four slot. SABIC’s
3.1%increase in sales was only a modest im-
provement, but Shell’s sales declined 7.6%.

The Swiss firm Ineos broke into the top
10, but only because of a technicality. In

SPENDING
Most companies shelled out more for equipment and research
CHEMICAL CAPITAL SPENDING CHEMICAL R&D SPENDING
% OF % OF
2013 % CHANGE CHEMICAL 2013 % CHANGE CHEMICAL
($ MILLIONS) FROM 2012  SALES ($ MILLIONS) FROM 2012  SALES
Air Liquide $2,763 57% 14.4% $352 3.1% 1.8%
Air Products & 1,524 0.2 157 134 6.3 14
Chemicals
AkzoNobel 884 -19.4 4.6 495 -2.9 2.6
Alpek 116 -13.2 16 3.0 -6.9 neg
Arkema 639 04 7.9 191 -2.7 24
Asahi Kasei 547 -25.0 4.9 na na na
BASF 6,054 8.8 77 2,367 4.0 3.0
Bayer 1,510 134 5.7 1414 4.0 5.3
Borealis 351 -15.4 3.2 145 13.5 13
Braskem 2,622 102.5 13.8 54 9.0 0.3
DIC 268 0.0 35 90 0.0 1.2
Dow Chemical 2,302 -11.9 4.0 1,747 2.3 31
DSM 863 76 6.8 705 38.6 55
DuPont 1,275 6.6 41 1,945 14 6.3
Eastman Chemical 483 3.9 5.2 193 -2.5 2.1
Eni 417 82.6 5.6 na na na
Evonik Industries 1432 19.1 84 523 31 31
ExxonMobil 1112 115 2.8 na na na
Huntsman Corp. 471 14.3 4.3 140 -7.9 1.3
Indorama 222 -374 3.0 na na na
Lanxess 829 -10.3 75 247 -3.1 2.2
LG Chem 1,485 6.8 7.0 na na na
Linde 2,993 18.6 16.1 90 -8.1 0.5
Lotte Chemical 264 -51.6 1.8 na na na
LyondellBasell 1,347 45.8 4.0 150 -12.8 04
Mitsubishi Chemical 1,075 3.9 4.0 na na na
Mitsui Chemicals 1,153 98.6 6.1 344 5.0 1.8
Mosaic 1,588 -3.1 15.9 na na na
PotashCorp 1,624 -23.9 22.2 na na na
PPG Industries 515 25.3 3.7 488 7.3 35
Praxair 2,020 -7.3 16.9 98 0.0 0.8
Shell 1,195 36.6 2.8 na na na
Sasol 2,356 114.3 23.0 na na na
Shin-Etsu Chemical 852 0.2 71 446 15.5 37
Sinopec 3,120 1.0 51 na na na
Solvay 1,076 3.2 7.8 315 -9.2 2.3
Sumitomo Chemical 1114 19.6 6.1 na na na
Toray Industries 1,092 174 6.6 na na na
Tosoh 243 -9.5 31 125 0.0 1.6
Yara 753 24.0 5.2 22 16.4 0.2
NOTE: Figures are for companies reporting capital and/or R&D expenditures. na = not available. neg = negligible.

previous years, C&EN counted only the
results of Ineos Group Holdings, which
comprises mainly its petrochemical and
polyethylene businesses. This year, the
company provided results that aggregated
other operations, such as its polyvinyl chlo-
ride business. If C&EN had counted those
operations last year, Ineos would have been
ranked 10 instead of 12.

DESPITE THE JOSTLING at the top, 48
firms on this year’s list were also present
last year. Only two firms dropped off. One

is Momentive, which C&EN now consid-
ers two separate companies—Momentive
Specialty Chemicals and Momentive Per-
formance Materials—because the latter, the
former silicones business of General Elec-
tric, declared bankruptcy. As separate firms,
neither is big enough to make the ranking.

Japan’s Showa Denko fell off the list
because its sales weren’t large enough.
Curiously, Showa’s sales, as measured in
Japanese yen, increased 13.3%. But the yen
depreciated 22.0% against the dollar in
2013, hurting the company’s sales when
measured in dollars.

This is a pattern that repeated itself
for Japanese firms throughout the rank-
ing. Out of eight Japanese firms, just one,
DIC, failed to post double-digit revenue
growth in yen. However, all but one, Mitsui
Chemicals, fell in the ranking. It should be
noted that the weakening yen was generally
apositive for the Japanese firms because
ithelped their competitiveness in interna-
tional markets in 2013.

Infact, 2013 wasn’t a bad year for the
chemical industry overall. Combined rev-
enues for the Global Top 50 firms increased
1.7% to $980.5 billion.

The combined chemical profits for the
47 firms that disclose such figures rose
3.7%, to $93.8 billion. The average profit
margin for the group was 10.3%, the highest
mark since 2011 and above the 9.0% it aver-
aged since 1991.

To judge from C&EN’s survey,
European firms were mostly weak
performers, with many showing declines
inrevenues. That shouldn’t be surpris-
ing given that the region is only haltingly
coming out of an economic slowdown.
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However, a different view holds that
European companies have been strong
performers, according to Andreas Gocke,
who recently wrapped up a study of value
creation in the chemical industry for Bos-
ton Consulting Group (BCG), in Munich,
where he is a senior partner and global lead-
er of its chemical practice. The more Eu-
ropean firms focus on specialty chemicals,
Gocke says, the better off they are. They are
worse off if they make a lot of basic chemi-
cals and plastics, especially now, given the
competition from shale-gas-fueled produc-
tionin the U.S. “Thatis not a stronghold for
European companies,” he says.

Itisn’t hard to find examples in C&EN’s
survey consistent with Gocke’s point. The
petrochemical business of the Italian oil
giant Eni is the only company that posted
aloss. On the other hand, specialty chemi-
cal maker DSM is one of the few European
firms that managed to increase revenues.

The U.S. firms on the list didn’t see
alot of growth, but their profit margins
are among the strongest in the industry.
Cheap shale gas isn’t the only reason for
the country’s success, says Andrew Taylor,
who heads the North America chemicals
practice at BCG. Reindustrialization of the
U.S.—the opening and expansion of facto-
ries that consume chemicals—is providing
demand that is also buttressing the indus-
try. In the future, Taylor says, this demand
should also “help mitigate massive swings”
if energy markets turn volatile.

For the second year in a row, mergers
and acquisitions didn’t leave much of a

LOOKING BACK Margins and
capital spending were up while R&D
remained flat.

Profit margin, %

15
Average
10
5
0
1991 95 2000 05 10

Capital spending as % of chemical sales?
15

10

0
199698 00 02 04 06 08 10 12

R&D spending as % of chemical sales®

NOTE: Based on C&EN's annual listing of the
Global Top 50 chemical producers. a For companies
reporting chemical capital spending. b For
companies reporting chemical R&D.

mark on companies in the ranking. An ex-
ception is the industrial gases firm Linde,
which rose from 23 to 18 in the ranking

partially because of its purchase of the
medical gases provider Lincare. And Solvay
declined from 22 to 26 because it is divest-
ingits polyvinyl chloride business.

The chemical industry hasn’t had the
appetite for the kinds of deals that trans-
form companies into much larger com-
panies, says Alasdair Nisbet, managing
director of the investment banking firm
Natrium Capital, which focuses on the
chemical sector.

“The theme at the moment is greater
focus,” he says. Chemical companies are
concentrating on adding to businesses they
already have or selling off businesses they
no longer want. “Large mergers often lead
toresidual businesses that don’t overlap,
have few synergies, and are unpopular with
investors,” he says. “Companies want busi-
nesses that fit.”

Recent deals illustrate the trend. PPG
Industries’ $2.3 billion purchase of Comex
is meant to expand its core paint busi-
ness in Latin America. Ineos’s purchase of
BASF’s stake in Styrolution and its forma-
tion of a PVC partnership with Solvay will
grow Ineos’s core basic plastics businesses
and help BASF and Solvay home in on
specialties.

Albemarle’s recently announced $6.2 bil-
lion purchase of lithium maker Rockwood
isan example to the contrary. However,
even the combined company, with annual
sales of about $4 billion, won’t be enough to
make the Global Top 50 cut.

It seems that BASF’s number one posi-
tion will be safe for a good long while. m
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