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US spot MX price falls back following June contract increase

June US OX contract moves up 1.5 ¢/lb in line with MX contract

European June OX contract hits global peak at around $1250/ton

Sluggish US phthalic market sustains OX linked price rises

Continuously increasing orthoxylene costs see higher European phthalic prices

Asian phthalic markets show signs of stabilizing

Mixed Xylenes

The June mixed xylenes contract in the US was
settled at $3.37/gal, up 12 c/gal on May and
based on firm spot prices at the beginning of
the month. However, over the following ten
days spot prices in the US drifted down to
around $3.00-3.15/gal. While European
mixed xylenes prices followed those in the US
prices up in late May, they then began to track
them back down again in earlier June and
have gone from $1040/ton at the beginning
of the month to around $1000/ton by early in
the week of the 11th.

Orthoxylene

The US orthoxylene contract price for June
was sefled at 54.0 ¢/lb, up 1.5 ¢/lb on May
and almost precisely in line with the increment
in the mixed xylenes confract. Nominations for
June orthoxylene had been at 57.5 ¢/Ib, 61.0
c/lb and 61.5 ¢/lb as producers positioned
themselves for the possibility of a huge hike in
mixed xylenes numﬁers. To the surprise of many
market players, the June European orthoxylene
contract price moved up a further Euro60/ton
to reach Euro930/ton or around $1240-1250/
ton. Good demand combined with limitations
in availability is seen as the main reason for this
latest sharp rise in orthoxylene pricing.

Phthalic Anhydride

A fairly sluggish phthalic market confinues to be
reported from the US and demand so far through
2007 is estimated to be running at around 4-5%
below the corresponding period last year. The
relentless rise in orthoxylene feedstock pricing
over the past few months has encouraged a
cautious approach to buying as phthalic end-
users await an eventual foﬁ/ol? in pricing.

The phthalic market in Europe remains tiih’r and,

while producers would target prices in the high
Euro1300's/ton up to Euro1400/ton plus ?or
any free market liquid sales, where business was
actually done during the firstten days or so of June
a Euro 1350-1385/ton range was reported as
being perhaps more redlistic. Similar prices are
noted for flake but, at the top end, one European
phthalic producer reports making a recent small
volume sale at Euro1420/ton.

Although by earlier June orthoxylene pricing in
Chino%od seen some increases, mainstream
ex-works phthalic prices have remained similar
to May levels, that is in an Rmb10600-11000/
fon range. Prices for phthalic imports into
China remained strong into earlier June, with
fransactions understood to have been done in
a $1290-1320/ton range at that time.
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ORTHOXYLENE ® PHTHALIC ANHYDRIDE

PRICE MONITOR

US PRICES

15 March 19 April 15 May 14 June 14 June
2007 2007 2007 2007 2007
¢/pound ¢/pound ¢/pound ¢/pound $/ton

Mixed Xylene* Contract 275.0 305.0 325.0 337.0 1026
Spot 282.0-283.0 305.0-310.0 344.0-348.0 300.0-310.0 914-944
Export 282.0-283.0 305.0-310.0 344.0-348.0 300.0-310.0 914944

Orthoxylene Contract 46.0 48.5 52.5 54.0 1190
Spot 45.0-47.0 N.A. N.A. 54.4-55.18§ 1200-12158
Export 45.0-47.0 N.A. N.A. 54.4-55.18 1200-12158

Phthalic Anhydride Contract (Molten) 56-57 58-59 60-62 64-66 1411-1455
Contract (Flake) 56-60 58-63 60-65 64-67 14111477

US prices exclude superfund tax * = Cents per gallon

WEST EUROPEAN PRICES

€/ton €/ton €/ton €/ton $/ton
Mixed Xylene Spot (1) 627-643 662-677 761769 743751 990-1000

Orthoxylene Contract (2) 790 840 870 930 1238
Spot Rotterdam 779794 773-810 872-887 912920 1215-1225

Phthalic Anhydride Domestic (Molten)(3) 1175-1200 1275-1300 1325-1375 1365-1400 1818-1864
Domestic (Flake) 1150-1200 1300-1350 1325-1375 1370-1410 1824-1877
Export Asia No market No market No market No market No market

ASIAN PRICES
$/ton
Orthoxylene China Domestic (Rmb/ton) 9900-10000 92600-2800 9600-10000 92600-9900 1256-1295
Import Asia ($/ton) 1100-1130 1090-1120 1170-1180 1120-11508

Phthalic Anhydride Taiwan Contract (NT$/ton)  40100-40600 39900-40400 42200-42700 44500-45000 1345-1360
(Molten)
Taiwan Contract (NT$/ton)  40800-41100 40600-40900 42900-43200 45200-45500 1366-1375
(Flake)
China Domestic (Rmb/ton) 10800-11000 10500-10700 10600-11200 10600-11000 1387-1439
Import Spot ($/ton) 1175-1200 1200-1220 1280-1300 1290-1320

(1) Solvent distribution price. Not typical of price for isomers production

(2) From January 2006 West European orthoxylene contract price tixed on a monthly basis

(3) Free market price, set by negotiation and not by formula, to consumers whose total requirement is roughly between
100 to 1,000 tons per month.

Rmb/ton = incudes VAT at 17 % § = See Text

Current one US dollar equivalent (14 June 2007)
€:0.751 £:0.508 (1/1.969) NT$: 33.09 RMB Yuan: 7.64

Current one € equivalent (14 June 2007)
US$ 1.331  £:0.676 (1/1.479)

Information contained in this report is obtained from sources believed to be reliable, however no responsibility nor liability will be
accepted by Tecnon OrbiChem for commercial decisions claimed to have been based on the content of the report.

Reproduction of any part of this work by any process whatsoever without written permission of Tecnon OrbiChem is strictly forbidden.
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MIXED XYLENES
North America

The June mixed xylenes contract price in the US was settled at $3.37/gal, up 12 c¢/gal on the May level.
This increase was based on firm spot prices at the fime of setlement, in early June, and good demand from
the downstream polyester fibre and resin sectors, while there have also been various supply disrupfions for
mixed xylenes recently. However, following agreement of the contract price, a correction took place in the
mixed xylenes market globally, and over the following ten days spot prices in the US drifted down from
close to the contract level to around $3.00-3.15/gal.

This was a significant plunge from the dizzying heights of midMay when prices peaked dramatfically,
reaching spot levels of around $3.50/gal not seen since August 2006 when the contract price attained the
record high of $3.52/gal.

While a deal at $3.29/gal was done on 6 June, by 8 June prices had fallen further and offers were at
$3.26/gal - with no bids heard. During the following week, prices of closer to $3.00/gal have been
reported. This softening in price has been based mainly on falling energy and gasoline prices and blend
values but demand has come also off, as is typical in a falling market. Traders and refiners have been
saying that there is simply no buying interest to be seen. There have been suggestions that two buyers might
soon enter the market, but in general it has been quiet through late May into earlier June.

Toluene prices have been just above blend value or well below, depending on the various blend value
calculations which have ranged from around $2.78/gal to $2.84/gal. Toluene prices have also been
quoted in a wide range, down from around $3.05/gal in the third week of May to $2.70-2.85/gal by
late in the first week of June. The very wide differential between toluene to xylenes could narrow and, in
any case, is not expected to be sustained, although it has been in place for some time.

HDA economics could soon come under scrutiny with the current price scenario. Toluene prices actually
made gains at the beginning of the week 11 June in the US, moving up fo around $2.80-2.85/gal for June
and July. In confrast, benzene and xylenes prices both fell over the first ten days of June with spot xylenes
at around $3.00/gal, and the benzene contract settling down 20 ¢/gal at $4.00/gal (spot benzene has
been at around $3.60/gal). With toluene prices still well below half the combined value of benzene and
mixed xylenes, TDP economics have still been looking attractive.

UNITED STATES MIXED XYLENE EXPORTS

March 2007 Jan-Mar 07 Jan-Mar 06
Tons $/Ton Tons Tons

Canada 388 518 1,365 3,643
Mexico 363 107 386 17,482
Peru 502 1,300 894 833
UAE - - 2,857

Singapore

- - 4,992
South Korea 19,791 867 69,861 142,009
Taiwan 5,256 997 10,501 20,112
Others 99 - 1,127 1,512
Total 26,399 86,991 190,583

$/ton figures are calculated from customs data and may not reflect market prices

UNITED STATES MIXED XYLENE IMPORTS

March 2007 Jan-Mar 07 Jan-Mar 06
Tons $/Ton Tons Tons

Canada 446 714 1,327 3,501
Brazil - 10,019 6,402
United Kingdom 3,803 795 3,803 -
Others - - 97 -
Total 4,249 15,246 9,903

$/ton figures are calculated from customs data and may not reflect market prices
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UNITED STATES PARAXYLENE, ORTHOXYLENE,
MIXED XYLENE and NAPHTHA PRICES
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There is an incentive fo produce mixed xylenes, but demand is expected to slow down as Asian buyers
perceive potential further weakening in what looks like a falling market. Demand from Asia for mixed
xylenes is expected to remain slow for some time, until the moment when either perceptions change or
inventories are sufficiently deplefed in downstream tanks in China; then buyers should refurn to the trough.

West Europe

European prices for mixed xylenes followed US prices up in late May, and then began to track them back
down again in earlier June as the energy and aromatics markets globally changed direction. Prices in
Europe went from $1040/ton, when a German distributor purchased at the beginning of June, to $1025/
ton for another transaction about a week later. By early in the week 11 June, prices were seen at around

WEST EUROPEAN PARAXYLENE, ORTHOXYLENE,
MIXED XYLENE and NAPHTHA PRICES
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$1000/ton ($990-1020/ton mentioned), although buyers and sellers have conceded that no business has
been getting done and there have not even been any firm bids or offers.

In fact, buyers have been expecting mixed xylenes prices to fall below the $1000/ton mark and then hold
at that level, based on current gasoline prices, the supply/demand balance in Europe and the health of
downstream markefs. Mixed xylenes demand info the polyester stream is sfill strong but solvents offtake
should soon begin to pall as the summer season in Europe gets underway, with many factories taking
extended scheduled downtime - especially in southern Europe.

At the same time, there is on-going demand for toluene and xylenes into gasoline for export to the US, and
also for toluene for export in view of current price levels. This demand should keep a floor on toluene and
xylenes prices, even if gasoline prices are softening.

Toluene prices in Europe at around $770/ton on 12 June have supported the idea that xylenes pricing
continues to be under downward pressure. This gave opportunities for arbitrage fo the US, with toluene
prices there at around $2.80/gal. (Spot prices for toluene in Europe had fallen quite quickly after a
transaction was reported at around $790/ton, or about Euro590/ton, on 11 June to cover distribution
requirements).

ORTHOXYLENE
North America

The orthoxylene contract price for June was settled at 54.0 ¢/lb, up 1.5 ¢/Ib on May and almost precisely in line
with the increment in the mixed xylenes contract price for June. Mixed xylenes prices went up $12/gal, from
$3.25/gal in May to $3.27/gal in June and equivalent to close to 1.6¢/Ib in orthoxylene ferms. This US June
orthoxylene price contrasted with the significantly higher European setlement at Euro930/ton, or around $1240-
1250/ton, which took many by surprise (see West Europe section). Nevertheless, the current US orthoxylene
contract number falls only slightly short of the August 2006 historical peak at 54.5 ¢/Ib.

Nominations for the US June orthoxylene contract price had been at 57.5 ¢/Ib, 61.0 ¢/lb and 61.5 ¢/Ib
as producers positioned themselves for the possibility of a huge hike in mixed xylenes numbers. Some
observers comment that the peak may now have been reached on xylenes after the very high prices seen
in May, but a trend is difficult fo define.

UNITED STATES ORTHOXYLENE EXPORTS

March 2007 Jan-Mar 07 Jan-Mar 06
Tons $/Ton Tons Tons

Mexico 8,239 374 15,577 32,234
Brazil 200 396 200 7
Chile = - 2,669 -
Colombia 2,607 374 5,227 1,850
Dutch Antilles - - - 2,026
Venezuela - - - 2,347
China - - 6,433 -
South Korea - - 5,025 2,330
Taiwan - - 8,387 20,044
Others 110 375 423 353
Total 11,156 43,941 61,191

$/ton figures are calculated from customs data and may not reflect market prices

UNITED STATES ORTHOXYLENE IMPORTS

March 2007 Jan-Mar 07 Jan-Mar 06

Tons $/Ton Tons Tons

Canada 2,489 940 6,048 8,312
Brazil 1,919 904 4,021 2,098
Total 4,408 10,069 10,410

$/ton figures are calculated from customs data and may not reflect market prices
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ORTHOXYLENE ® PHTHALIC ANHYDRIDE

Demand for orthoxylene has been reasonable so far through June, but this has not been the driver for
higher prices. Indeed, this is evident in the lack of any significant price increase in excess of the equivalent
in mixed xylenes terms.

Some spot orthoxylene business has been reported involving around 500 tons moving fo Latin America out
of the Gulf, in late May or early June, at a price slightly above the contract level.

West Europe

To the surprise of many market players — particularly the phthalic producers who, until shortly before
setflement, had expected to see an increase of only around Euro10-20/ton at most — the June European
orthoxylene contract price moved up a further Euro60/ton to reach Euro930/ton or around $1240-1250/
ton. This brings the total increase in the orthoxylene contract number in Europe to Euro190/ton since the
beginning of the year.

It might be noted that phthalic pricing has been more or less keeping pace (see Phthalic Anhydride section)
and a good phthalic anhydride market, and hence strong orthoxylene demand, combined with limitations
in orthoxylene availability - of both West European and Russian origin, is seen as the main reason for this
latest sharp rise in orthoxylene pricing.

As in recent months, high feedstock mixed xylenes pricing also played some part at the time the June
orthoxylene contract was setfled — at the end of May. Nevertheless, end-May/beginning June mixed
xylenes prices in Rotterdam, at around $1040-1050/ton — see Mixed Xylenes section — would not alone
warrant an orthoxylene price in the mid $1200's/ton range. Furthermore, during firsthalf June, mixed
xylenes pricing in Europe has followed that for spot product in the US downwards, with numbers at around
$1000/ton and even below ($990/ton mentioned) being talked about during the week 11 June. (It
might also be noted that, while the June paraxylene contract price seftled close fo that of orthoxylene, at
Euro945/ton, spot paraxylene numbers are now believed to be below those of orthoxylene, with a $1150-
1180/ton northwest Europe range being reported).

Looking at orthoxylene supply, the major fortyfive day, albeit planned, turnaround at BP Refining’s isomers
facilities at Gelsenkirchen Buer, which has been scheduled for completion in the run-up to mid-June, has
obviously limited orthoxylene availability to the market. Furthermore, a phthalic producer source in central
Europe reports problems in receiving its regular orthoxylene offtake from PCK’s plant at Schwedt in northern
Germany during second-half May because restart, after a scheduled April/May turnaround, was delayed

UNITED STATES AND WEST EUROPEAN
ORTHOXYLENE CONTRACT PRICES

US Dollars per Ton
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over 15-19 May. Also within West Europe, operating problems at — and hence reduced output from - Polimeri’s
isomers capacity at Sarroch in Sardinia have been reported recently. In addifion, volumes of Russian orthoxylene
coming info West Europe are currently reduced somewhat, with the plant of Omsk going down for a scheduled
thirty-day maintenance outage at the end of May. (Additional quantities of spot Russian origin orthoxylene do
not appear fo have been available for the West European market for some fime).

In the meantime, although a generally quiet spot orthoxylene market has been reported in West Europe over
the past several weeks (despite many enquiries), at least one spot parcel is believed to have been concluded
at end-May/beginning June, at a $1220/ton fob Rotterdam equivalent price linked to the June contract
number, for use in West Europe. For buyers in export markets, however, orthoxylene prices in Rotterdam
compare unfavourably with those in other regions. For example, one non-European phthalates producer
was offered product at the $1220/ton fob Rotterdam level during the week 4 June, while orthoxylene
prices in Asia have fallen back to a below $1150/ton cfr China level (see Asia section). Also in North
America, while the 54.0 ¢/Ib June US contract price falls only marginally short of the 54.5 c/Ib historical
peak August 2006 number, at $1190/ton it is lower than the current European contract price.

Asia

By the end of May, orthoxylene ex-works prices in China had increased by a total of Rmb400/ton, to an
Rmb10000-10300/ton range, following two upward revisions during the second half of May. However,
in early June, all orthoxylene producers lowered this price by Rmb200/ton to Rmb9800-10100/ton since
phthalic anhydride demand was quite flat and phthalic prices were showing a slight setback. Orthoxylene
supply was fairly normal at this time. Then, by the run-up to mid-June, bearish demand forced the orthoxylene
producers to lower their ex-works prices by a further Rmb200/ton to Rmb9600-9900/ton.

Yangzi Pefrochemical seffled its May orthoxylene contract price at Rmb9980/ton (equivalent fo cif import
price at $1085), showing only a moderate increase of Rmb170/ton ($20/ton) on April's Rmb9810/fon.
In the meantime, Zhenhai Refinery fixed its May price at Rmb9880/ton (equivalent to cif import price at
$1075).

Earlier in June, imported orthoxylene was still being offered into China at around $1200/ton cfr on a spot
basis. However, as domestic orthoxylene prices in China are much lower than those for imported product,
exporters have not been particularly keen on the Chinese market, and even at that time, were admitting
to having only achieved prices in a $1170-1180/ton range. Then, in the run up to mid-June, orthoxylene
import offers fell to around $1150/ton, while bids were being noted at as low as $1100-1120/ton.

SOUTH KOREAN ORTHOXYLENE EXPORTS

March 2007 Jan-Mar 07 Jan-Mar 06
Tons $/Ton Tons Tons

China 12,151 1,033 26,864 14,711
Total 12,151 26,864 14,711

$/ton figures are calculated from customs data and may not reflect market prices

SOUTH KOREAN ORTHOXYLENE IMPORTS

March 2007 Jan-Mar 07 Jan-Mar 06
Tons $/Ton Tons Tons

United States 2,000 1,063 2,000
Germany - 1,049 -
Netherlands = - = 2,039
India = - 12,409
Japan 2,001 955 2,979 6,965
Total 4,001 6,028 21,413

$/ton figures are calculated from customs data and may not reflect market prices

ISSUE NUMBER 342 / 15TH JUNE 2007


http://online.orbichem.com
http://online.orbichem.com
http://online.orbichem.com

ORTHOXYLENE ® PHTHALIC ANHYDRIDE

FRONT PAGE

PRICE MONITOR

MIXED XYLENE
North America
West Europe

ORTHOXYLENE
North America
West Europe
Asia

PHTHALIC ANHYDRIDE
United States

West Europe

Asia

UPR
United States

West Europe
Asia

ACCESS
TECNON ORBICHEM
ONLINE

8 Tecnon OrbiChem

CHINESE ORTHOXYLENE IMPORTS

United States
Brazil
France
Germany
Netherlands
Russia

India
Indonesia
Singapore
Thailand
South Korea
Taiwan
Japan
Others

Total

April 2007
Tons $/Ton

2,871 1,095

982 1,091
969 1,088
15,482 1,095
5,007 1,116
24 378
4,147 1,116
9,009 1,103
18,015 1,101
5,001 1,097

61,507

Jan-Apr 07
Tons

8,466

1,301
982
1,930
3,896
54,291
22,785
1,986
7,949
39,862
42,068
17,047

Jan-Apr 06
Tons

1
1,998

7,664
47,209

4,142
4,967
17,584
31,470
9,424
26

202,563

124,485

$/ton figures are calculated from customs data and may not reflect market prices

CHINESE ORTHOXYLENE IMPORTS

(1,000 Metric Tons)

Month

Jan
Feb
Mar
Apr
May
Jun
Jul
Aug
Sep
Oct
Nov
Dec

Jan-Apr
% Change

Jan-Dec
% Change

2005 2006

32.4 18.3
227 28.6
20.1 31.1
27.9 46.5
23.0 46.6
27.5 22.3
42.8 21.6
26.6 44.8
292 51.7
17.2 30.8
14.0 38.7
36.9 491

112.1 124.5

(3.3) 11.0

329.3 430.1

35.8 30.6

2007 2006

$/ton

55.2 778
24.7 816
61.2 814
61.5 790
- 838
936

1,153

1,272

1,299

1,077

991

989

202.6 800
62.7 (1.4)

$/ton figures are calculated from customs data and may not reflect market prices

JAPANESE ORTHOXYLENE EXPORTS

China
South Korea
Total

March 2007
Tons $/Ton

3,001 950
2,979 925
5,980

Jan-Mar 07
Tons

12,046
2,979

Jan-Mar 06

Tons

7,822
6,965

15,025

14,787

$/ton figures are calculated from customs data and may not reflect market prices
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FRONTPAGE TAIWANESE ORTHOXYLENE EXPORTS

March 2007 Jan-Mar 07 Jan-Mar 06
PRICE MONITOR Tons $/Ton Tons Tons
Indonesia - - - 6,000

Malaysia - - - 2,002
MIXED XYLENE China 19,854 1,048 29,568 21,026

North America Others 8 644 8 32
Total 19,862 29,576 29,060

$/ton figures are calculated from customs data and may not reflect market prices

West Europe

ORTHOXYLENE
North America
West Europe

TAIWANESE ORTHOXYLENE EXPORTS
(1,000 Metric Tons)

) Month 2005 2006 2007 2007
Asia $/ton

Jan 30.9 9.0 6.8 1,065
PHTHALIC ANHYDRIDE Feb 4.0 12.0 2.9 989
. Mar 10.1 8.0 19.9 1,048
United States Apr A Mg g ]
West Europe May 21.1 15.1
Asia Jun 19.0 22.5
Jul 16.7 1.9
Aug 14.0 7.1
UPR Sep 20.8 8.9
United States — 4 B
Nov 12.0 14.4
West Europe Dec 27.5 13.8

Asia Jan-Mar 45.0 29.1
% Change 12.2 (35.4)

ACCESS Jan-Dec 200.6 151.1
TECNON ORBICHEM % Change 291 (@247)

$/ton figures are calculated from customs data and may not reflect market prices

ONLINE
PHTHALIC ANHYDRIDE
United States

A fairly sluggish phthalic anhydride market continues to be reported from the US. With both the construction
and automotive businesses showing some downturn, phthalic use in the unsaturated polyester resin (UPR)
sector, as well as fo a lesser extent in phthalates, has fallen off somewhat this year and total US phthalic
demand so far through 2007 is estimated to be running at around 4-5% below the corresponding period
in 2006. The relentless rise in mixed xylenes/orthoxylene feedstock pricing over the past few months has
encouraged a cautious approach to buying on the part of the phthalic end-users, as they keep stock levels
to a minimum while awaiting an eventual fall off in pricing. On a more positive note, however, reports are
that less downstream phthalic consuming manufacturing facilities are planning on taking their usual one-
week (on occasions, even two-week) shutdown over the upcoming 4th July holiday period.

Meanwhile, all phthalic plants in the US are understood to be running, with average utilization rates
calculated to be at around 80% based on nameplate capacity — but at nearer about 87% of effective
capacity — o keep the market in balance. Both Stepan and Koppers are running all four respective reactors
at their lllinois plants at present, with BASF understood to be running phthalic capacity at Pasadena fully
(and two out of four reactors at the Sterling site at Texas City).

Looking at pricing during June, in line with the May 4.0 ¢/Ib price increase in the orthoxylene contract
price (from April's 48.5 c¢/Ib to 52.5 c/Ib), phthalic pricing has moved up to the mid sixties cents range.
At present, medium sized liquid phthalic accounts (10-15 mmlbs/year) are paying around 64-65 c/Ib.
Larger accounts of say 20-25 mmlbs/year are at about 63-64 c/lb and smaller accounts, below 5 mmlbs/
year, at around 6667 c/Ib. Similarly, US origin flake is selling in broadly a 64-67 c/Ib range, with
Mexican material fowards the upper end.
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ORTHOXYLENE ® PHTHALIC ANHYDRIDE

UNITED STATES PHTHALIC ANHYDRIDE EXPORTS

March 2007 Jan-Mar 07 Jan-Mar 06

Tons $/Ton Tons Tons

Canada 1,851 1,238 4,892 5,408
Others [°) 864 9 2
Total 1,857 4,901 5,410

$/ton figures are calculated from customs data and may not reflect market prices

UNITED STATES PHTHALIC ANHYDRIDE IMPORTS

March 2007 Jan-Mar 07 Jan-Mar 06

Tons $/Ton Tons Tons

Mexico 841 1,184 1,659 3,135
Others 9 2,073 123 138
Total 850 1,782 3,273

$/ton figures are calculated from customs data and may not reflect market prices

UNITED STATES AND WEST EUROPEAN
PHTHALIC ANHYDRIDE (Molten) CONTRACT PRICES

US Dollars per Ton
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Source: Tecnon OrbiChem

Despite nominations at 57.5 c/Ib plus for the June orthoxylene contract, in the event it was seftled at 54.0
¢/lb-thatis at 1.5 ¢/Ib up on the May number and in line with the corresponding 12 ¢/gal increase in the
mixed xylenes contract price (from $3.25/gal in May to $3.37/gal in June). Consequently, July phthalic
prices will move into the higher sixties cent range during that holiday month.

Although no phthalic export business has been done o Asian markets recently (pricing in the $1300's/ton
cfr range — or at the low sixfies cents level at best), some flake sales have been made to frader sources
recently at around $1300/ton ex-works in the Midwest — reportedly for eventual sale into South America
and Europe.

West Europe

The phthalic market in Europe remains tight, even though most plants are understood to be now running,
with demand said to be strong in both the phthalates and resin (particularly unsaturated polyester) sectors
and particularly good sales levels reported for May by some producer sources. However, while pricing for
spot and free market liquid phthalic sales (at Euro1300-1350/ton plus in May) not only kept pace with the
Euro80/ton rise in the orthoxylene contract price from March to May (from Euro790/ton to 870/ton) but
showed higher price increases over that period (Q1 2007 free market phthalic pricing had remained at
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UNITED STATES AND WEST EUROPEAN MARGINS
PHTHALIC ANHYDRIDE (dom flake) over ORTHOXYLENE

US Dollars per Ton
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UNITED STATES AND WEST EUROPEAN MARGINS
PHTHALIC ANHYDRIDE (molten) over ORTHOXYLENE

US Dollars per Ton
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around the Euro1200/ton level or somewhat below), there are mixed reports concerning June’s additional
Euro60/ton increase in the orthoxylene contract number. While phthalic producer sources say that they
would target prices in the high Euro1300’s/ton up to Euro1400/ton plus for any free market liquid sales,
where business has actually been done during the first ten days or so of June a Euro 1350-1385/ton range
has been reported as being perhaps more realistic.

Looking at formula pricing for liquid phthalic, end-users paying on a conversion fee over orthoxylene
contract basis can now pay up fo around Euro1180-1195/ton delivered, while customers whose price
formulae include factors in addition fo the orthoxylene feedstock cost, such as market/spot phthalic pricing,
are probably in broadly a Euro1150-1200/ton plus (up to Euro1250/ton mentioned) range during June
- with even the large resin producers at, or approaching, the lower end.
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As regards flake pricing, few phthalic producers in West Europe do actually flake, and those that do
would target at least Euro1300/ton plus type prices — with Euro1350-1385/ton also being given as a
realistic range during firsthalf June for spot sales of West European origin product. However, at the top
end, one West European phthalic producer reports making a recent small volume sale at Euro1420/ton
into northern Europe (note in May newsletter, a flake sale concluded at Euro1430/ton last month), while
a second European producer claims that he would now target up to Euro1450/ton plus for spot flake
business. Most flake sales in Europe are done on a spot basis but, where set by formula, prices are similar
to those for liquid phthalic — at around Euro1150/ton plus.

Note continues to be made of imports of Israeli (mainly to southern Europe) and Brazilian (to Spain/
Portugal) product, on offer at prices generally a litle below those prevailing for West European origin
material — that is in low Euro1300's/ton range (Mexican product on offer recently at Euro1320/fon
delivered). Meanwhile, small volume exports (around 60 tons monthly) from central Europe to a North
African desfination remain ongoing at around Euro1410/ton delivered.

From a supply standpoint, Arkema suffered some operating problems at its phthalic plant at Chauny, reducing
production levels over endMay/beginning June (phthalic capacity at Chauny will take its usual annual
maintenance turnaround in August). Meanwhile, ExxonMobil’s phthalic plant at Botlek is now said to be back
up and running after a scheduled outage in May. Later in the year, Atmosa is planning three weeks'downtime
at its Schwechat plant, over 8-27 August, when various modifications will be carried out fo meet environmental
specifications. In September, Perstorp will take a short one-week shutdown from the beginning of the month at its
phthalic plant at Nol and BASF is also planning a September turnaround at Ludwigshafen.

Asia

Although by earlier June orthoxylene pricing in China had seen some increases, mainstream ex-works
phthalic prices remained broadly stable at May levels, that is in an Rmb10800-11200/ton (equivalent

CHINESE PHTHALIC ANHYDRIDE IMPORTS

April 2007 Jan-Apr 07 Jan-Apr 06
Tons $/Ton Tons Tons

Russia 965 1,125 5,637 9,723
India - - - 3,378
Indonesia 45 1,315 1,345 1,810
South Korea 4,355 1,186 13,188 18,326
Taiwan 890 1,168 7,233 12,176
Japan 1,597 1,152 6,661 6,042
Others 17 3,395 283 525
Total 7.869 34,347 51,980

CHINESE PHTHALIC ANHYDRIDE IMPORTS
(1,000 Metric Tons)

Month 2005 2006 2007

Jan 17.3 18.2 13.0
Feb 15.9 10.6 55
Mar 14.5 10.0 7.9
Apr 11.3 13.2 7.9
May 8.2 14.1 -
Jun 11.9 10.2

Jul 23.6 11.7

Aug 15.6 13.5

Sep 18.0 8.6

Oct 54 5.2

Nov 9.4 13.3

Dec 19.0 13.4

Jan-Apr 59.0 52.0 34.3
% Change (29.9)  (11.9)  (33.9)

Jan-Dec 170.2 142.0
% Change (13.5) (16.5)
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prices had moved down further — to Rmb10600-11000/ton, with higher prices only being transacted for

PRICE MONITOR sma|| Volume sales.

MIXED XYLENE low due to high 2-EH prices and tight supply as well as the upcoming lower demand season. Phthalic demand
North America for unsaturated polyester resin production has also slowed down due to high feedstock pricing.
West Europe

Phthalic anhydride operating rates, as a result, have also decreased - especially for producers located in
ORTHOXYLENE central China. Taking Hebei Shijiazhuang Bailong (60,000 tpa) and Jingzhou Pearled (60,000 tpa) as
examples, they both cut production by half in view of bearish demand. Furthermore, although Tianjin
Solvent restarted its phthalic anhydride lines (52,000 tpa) in April, the company had still not begun
West Europe commercial sales by the end of the first week of June.
Asia

North America

Production Rates of Selected Chinese Phthalic Anhydride Producers
PHTHALIC ANHYDRIDE
United States Region Capacity Operating Rate %
West Europe (1,000 tpa) Apr'07 May’07 Jun’07

‘ Producer

Asia East China

Jinling Petrochemical 110 100 100 100
UPR Shanghai Coking 40 100 100 100
United States Qilu Plasticizer 60 80 50 80
West Europe Jiangsu Hongxin 0 80 80 80
Asia Anhui Tianrun 35 85 85 80
Anhui Tongling Chemical 35 100 100 85
Xiamen Nice World 25 80 80 80
South China

I Phthalic demand from the phthalates sector has been poor since late May, as phthalates operating rates remain

ACCESS

TECNON ORBICHEM Dongguan Shenghe 50 80 80 80

ONLINE Guangdong Rongtai 20 100 100 100
Central & North China
Henan Qingan 60 80 70 70
Jingzhou Pearled 60 100 100 50
Hebei Shijiazhuang Bailong 60 80 80 40
Tianjin Solvent 52 Restart low
Jinzhou Petrochemical 40 *65 80 80
Jilin Petrochemical40 0 0 0
*revised

CHINESE ALKYD RESIN IMPORTS
(1,000 Metric Tons)

Month 2005 2006 2007

Jan 3.0 2.3 3.5
Feb 1.4 2.2 2.1
Mar 3.1 3.4 3.1
Apr 3.6 3.9 3.6
May 3.1 3.8 -
Jun 3.2 4.0

Jul 3.4 3.4

Aug 3.3 3.6

Sep BES) 4.1

Oct 3.6 3.3

Nov 3.7 3.5

Dec 3.6 3.6

Jan-Apr 11.2 11.8
% Change (33.8) 5.1

Jan-Dec 38.6 41.1
% Change (21.4) 6.4
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Prices for phthalic imports into China continue to be strong, with transactions understood to have been done
in a $1290-1320/fon range.

Looking at the Chinese phthalic anhydride market in 2006, production and consumption increased by
19.2% and 12.6% respectively reaching 916,000 tons and 1,056,000 tons (see table below). In fact,
phthalic demand picked up in 2006 following two years of low growth rates, that is 5.2% in 2004 and
4.9% in2005. Imports have continued fo decrease in recent years as domestic supply has increased. They
fell from 196,000 tons in 2004 to 142,000 tons in 2006, with the import ratio decreasing to only 13.4%
by 2006.

Chinese Phthalic Anhydride Supply/Demand Balance
(1,000 Metric Tons)
2004 2005 2006 % Change

05/04 ‘06/°05
Production 700.0 768.7 916.5 9.8 19.2
Imports 196.7 170.2 142.0 -13.5 -16.5
Exports 2.2 04 1.8 -82.8 356.8
Apparent Consumption 894.4 938.5 1056.8 4.9 12.6
Demand growth % change 5.2 4.9 12.6

Import Ratio % 22.0 18.1 13.4

Sources: China Phthalic Anhydride Guild and China Customs

The phthalic anhydride consumption structure in 2006 remained relatively stable compared with 2005.
Around 49% phthalic anhydride was consumed in the phthalates sector in 2006, which showed a 4%
increase on 2005's 45%. Phthalic consumption in unsaturated polyester (UPR)and alkyd resins in 2006
accounted for 23% and 21% respectively.

Phthalic Anhydride Application Breakdowns in China (%)

2004 2005 2006
Phthalates 59 45 49
UPR 12 25 23
Alkyd resin 21 22 21
Dyestuffs 4 4 4
Others 4 4 4
Source: China Phthalic Anhydride Guild

Operating rates for phthalic anhydride capacity in China in 2006 remained low, but did improve slightly.
On average they increased from about 55% in 2005 to around 65% in 2006. High orthoxylene prices,
tight feedstock supply and rapid capacity expansion are thought to be the main reasons for these low
utilization rates. Low operating rates, however, can lead to instability in the quality of phthalic anhydride
produced which also restricts China’s export volumes.

Domestic phthalic prices in Taiwean have increased for two consecutive months. They have strengthened
by a further NT$2.3/kg ($70/ton) in June, following an increase of NT$2.3/kg in May. The June price
range is NT$45.2-45.5/kg ($1365-1375/ton) for flake and NT$44.5-45.0/kg ($1345-1360/ton)
for molten product. Majors are now closely following the southeast Asian core price in fixing domestic
Taiwanese pricing.

Taiwanese phthalic demand in June is expected to slow down somewhat, since downstream end-users built
up inventories last month ahead of anticipated further price rises. Meanwhile, stock levels at Nan Ya are
understood to be relatively low since the company shut down its two phthalic anhydride lines in turn during
May for maintenance.

Phthalic export offers out of Taiwan also firmed from a $1280-1300/ton cfr range in early May to around
$1380/ton cfr southeast Asia by earlier June. Export prices are expected to soon show downward
revision when normal domestic phthalic anhydride supply resumes.
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SOUTH KOREAN PHTHALIC ANHYDRIDE EXPORTS

March 2007 Jan-Mar 07 Jan-Mar 06
Tons $/Ton Tons Tons

Chile 320 1,162 360 468
Colombia 476 1,216 556 80
Peru 338 1,227 358 690
Algeria 518 1,264 518 -
Egypt 240 1,222 996 736
Iran 780 1,142 3,260 400
Morocco 166 1,263 181 -
Nigeria 100 1,236 380 260
Saudi Arabia 612 1,197 1,662 1,638
Syria 619 1,215 1,482 636
Turkey 1,025 1,190 1,229 -
UAE 100 1,158 300 824
Australia 596 1,221 1,712 428
Bangladesh 590 1,204 1,370 740
India 400 1,197 1,436 2,880
Indonesia 1,419 1,153 4,103 1,320
Malaysia 983 1,167 2,418 861
Pakistan 100 1,199 440 568
Philippines 300 1,205 1,042 780
Singapore 144 1,182 920 360
Thailand 180 1,131 1,406 3,123
Vietnam 216 1,108 1,395 702
China 3,876 1,136 10,573 14,279
Hong Kong 500 1,142 500 -
Japan 118 1,195 567 758
Others 210 1,223 943 2,766

Total 14,926 40,107 35,297

$/ton figures are calculated from customs data and may not reflect market prices

SOUTH KOREAN PHTHALIC ANHYDRIDE IMPORTS

March 2007 Jan-Mar 07 Jan-Mar 06
Tons $/Ton Tons Tons

Taiwan 120 1,226 261 582
Others 1 - 237 187

Total 121 498 769

$/ton figures are calculated from customs data and may not reflect market prices

JAPANESE PHTHALIC ANHYDRIDE EXPORTS

March 2007 Jan-Mar 07 Jan-Mar 06
Tons $/Ton Tons Tons

Malaysia 360 1,151 1,845 1,598
Vietnam 105 1,163 385 584
China 1,598 1,070 4,792 4,472
Others 174 1,202 1,245 1,198
Total 2,237 8,267 7,852

$/ton figures are calculated from customs data and may not reflect market prices
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