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Adhesives Industry in the Cost Trap

Significant price increases for basic chemicals and intermediates, limited
availability and a strong global demand make adhesive raw materials
significantly more expensive. In addition, steadily raising regulatory costs and
the shortage of freight capacities are leading to noticeable additional burdens

on the cost structure of German adhesive manufacturers.

Since the beginning of 2016, the adhesives industry has been concerned about
significant price increases for basic chemicals and intermediates, which are the

chemical basis for a large number of key adhesive raw materials.

The contract price for ethylene in Europe has risen by about 40% in the past 24
months, the price of propylene even by 70%. Butadiene, for which the price has
almost doubled, and styrene (+ 30%) belong to the category of so-called "volatile
commodities"; their price levels in Europe are strongly dependent on the global
supply and demand structure.

Already since mid-2016, these additional costs for basic chemicals have had an
impact on the prices for intermediates and specialty chemicals that have noticeably

risen.

For Vinyl Acetate Monomer (VAM), the main raw material for aqueous dispersion
adhesives, as well as for so-called EVA polymers, the adhesives industry has seen
price increases of 40% since the end of 2016. The reason for this is a strained,
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import-dependent supply situation due to a strong and continuing demand, especially
from the Asian and US markets.

The landed costs for the typical raw materials for the production of thermoplastic hot-
melt adhesives - EVA polymers, polyolefines, resins and waxes - have also increased
significantly over the same period in line with the aforementioned cost development

of raw materials.

The limited availability of polyesters and isocyanates has a drastic effect; they are the
main components of polyurethane hot-melt adhesives. The price increases for
isocyanates have been up to 70% over the past two years. Due to several Force
Majeur declarations from various manufacturers in 2017, the availability in the world
market is still limited and the adhesives industry is faced with significantly higher raw
material costs. Due to the very high proportion of isocyanates in the formulation of
PUR adhesives, the production costs of these products are particularly affected.

The continuing limited availability of raw materials, combined with an enduring strong
global demand for basic chemicals and specialty chemicals from which adhesives are
made, ultimately leads to further additional burdens on the formulation- and

production cost structure of German adhesive manufacturers.

In addition, the entire chemical industry, which includes the adhesives industry, is
confronted with a multitude of national and European laws and regulations
(Renewable Energy Sources Act, Federal Immission Control Act, REACh, CLP, EU-
Biocide Regulation, etc.) which create significant administrative overheads
throughout the value chain.
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Another particular challenge at present is the scarcity of freight capacities in Europe,
which is directly attributable to the growing shortage of qualified driving personnel,
and which has made transport significantly more expensive.

More information: www.klebstoff-presse.com

About Industrieverband Klebstoffe (IVK)

IVK — The German Adhesives Association, with headquarters in Dusseldorf,
represents the technical and economic-political interests of the German Adhesives
Industry.

The German Adhesives Association is the world’s largest and — with respect to its
broad & diverse service-portfolio — at the same time the world’s leading national
organization in the field of adhesives bonding technology.

Technical issues as well as protection of the environment, consumer protection and
occupational safety are of great importance to the adhesives industry. The
association documents this commitment to the general public, authorities, consumers
and academic institutions. IVK not only represents the adhesive industry outwardly
but is also active within its membership, for example by establishing and
implementing product, quality, environmental or health and safety standards.
Currently, the association has 140 members, among them manufacturers of
adhesives, sealants, adhesive raw materials and adhesive tapes as well as system
partners and scientific institutions. Overall, the German Adhesive Industry employs
around 13,250 people.
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