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New force majeure declarations on propylene from Ineos & Total

Gulf Coast ammonia prices dip to $310/ton cfr in response to weak US demand

Acrylonitrile shutdowns and global tightness drive prices to new highs

Acrylic fibre demand strong but producers complain of high costs and poor margins

European ABS producers seek higher prices for June and Q3 with demand buoyant

Acrylic fibre prices in China rise on improved demand and higher acrylonitrile costs

Acrylonitrile

A plethora of acrylonitrile plant shutdowns
and supply shortages are being reported
this month, with the result that acrylonitrile
supply is very tight, and prices have risen,
in all regions. Perhaps the worst situation is
in Europe, where BASF and Repsol are both
shut down for maintenance, Lukoil is only just
coming back onstream, and DSM is bui?&ing
up inventory in preparation for its annual
shutdown, so spot availability is very limited
and price offers above $1800/ton cfr are
the norm.

Propylene

Some refinery outages that restricted the
supply of refinery grade propylene in the
US during Morc?: and April are over but

there are one or two new ones. Sf)ot RGP

is trading at around 47 ¢/Ib. Propylene is a
litle more freely available than ethylene in
the US. In Europe there are two new force
majeure declarations on propylene — Ineos
at Grangemouth and Total at Lavera, and
two propane dehydro units are down. Spot
prices have weakened in Asia as buyers
anticipated increased supply after the start-
up of the new Formosa crocZer.

Acrylic Fibre

The price in China of acrylic fibre for June
delivery has risen due to a combination of
improved demand, and higher acrylonitrile
costs caused by scheduled downtimes of
acrylonitrile producers.  In Taiwan, both
export and domestic prices have followed
the rising trend seen elsewhere in East Asia,
whilst in North America, higher prices are
forcing spinners to consider moving to cotton
or polyester. In West Europe, despite the high
price of wool, demand remains poor, even E)r
woolacrylic blend yarns in knitted apparel.

ABS

Price direction in North America remains
uncertain as higher feedstock prices confinue to
be countered by a slow demand scenario, which
makes price increase implementation difficult.
Some progress on prices may be possible this
month but negotiations are still under way and @
better idea of pricing will be available late June/
early July. European ABS producers continue to
ask for higher prices info June and quarter three as
demand is buoyant and styrene and acrylonitrile
prices continue to pressurise margins. Asian
markets scored another historical high price this
month and demand appears to be recovering.
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PRICE MONITOR

US PRICES

Propylene

Chemical Grade

Acrylonitrile

ABS

Acrylic Fibre

Contract
Spot

Contract**
Bulk Contract
Export

GP Natural

Staple, 1.5-3 den undyed
Tow, undyed
(cotton system)

WEST EUROPEAN PRICES

Propylene

Chemical Grade

Acrylonitrile
ABS
Acrylic Fibre*

* = €/kg

ASIAN PRICES

Propylene

Acrylonitrile

ABS

Acrylic Fibre
Staple

N.A. = Not Available

Contract  Quarterly

Spot Domestic

Contract
Spot T1

GP Natural

Tow, undyed
(worsted system)

Import East Asia ($/ton)

Polymer Grade
S Korea Contract ($/ton)
Taiwan Contract ($/ton)

China Domestic Contract (Rmb/ton)
Taiwan Contract ($/ton)

S Korea Contract ($/ton)

Import Contract ($/ton)

Import Spot ($/ton)

GP Export ($/ton)

3 den China (Rmb/ton)

3 den China Import ($/ton)
3 den Taiwan (NT$/ton)

3 den Taiwan Export ($/ton)

1 = Provisional

I = Revised. See Text

13 March
2007
¢/pound

44.0
41.00-42.00

67.30
63.50-67.10
68.48-70.29

92-95

110-114
113-117

€/ton
820
870-890

1445-1515
1183-1221

1530-1550
1.80-1.85

1080-1090

1076
1049

16000-16200
1580-1630
1600-1630
1600-1630
1620-1630

1600-1650

18600-19400
2000-2050
64000-66000
2050-2100

** = Contract is derived trom cost based tormula and is purely indicative

Current one US dollar equivalent (7 June 2007)

€:0.743

£:0.505 (1/1.980)

Yen 121.4

Current one € equivalent (7 June 2007)

US$ 1.346

£:0.680 (1/1.471)

Yen 163.4

NT$: 33.04

17 April
2007
¢/pound

48.00
N.A.

71.50
67.80-71.40
70.75-72.11

92-95

110-114
113-117

€/ton
850
880

1483-1550%
1220-1257

1550-1580%
1.80-1.85

1100-1130

1042 t
1077

16100-16300%
1630-1650
1640-1650
1640-1650
1650-1670

1620-1650

18600-19400
2060-2100
65500-67500
2080-2100

Won: 926.75

16 May
2007
¢/pound

52.00
49.00-50 t

76.00
71.60-75.90
73.92-75.28

98-100

110-114
113-117

€/ton
850
860-880 t

1483-1550
1277-1328

1550-1580
1.80-1.85

1030-1080 t

N.A.
N.A.

16200-16400
1650-1700 F
1650-1680
1680-1690
1680-1710

1670-1720

18800-19600
20802100
65500-67500
2090-2120

9 =top end prices refer to Indian business
Rmb/ton = incudes VAT at 17 %

Won: 7.65

ACRYLONITRILE e ACRYLIC FIBRE INCLUDING PROPYLENE, ACRYLONITRILE, ACRYLIC FIBRE AND ABS

13 June
2007
¢/pound

N.A.
N.A.

76.00t
71.60-75.90t
76.19-78.46

98-1001

114-118
117-121

€/ton
850
N.A.

1483-1550
1337-1360

1550-15801
1.80-1.85

N.A.

N.A.
N.A.

16100-16400
1750-17801
1730-1760t
1700-1730%
1750-1800

1710-1730

19200-20300
2180-2200
68500-70500
2180-2200

CFR

DEL
EXW

CFR
CFR
CFR
CFR
CFR

CFR

DEL
CFR
DEL
CFR

€ = notional price

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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13 June
2007
$/ton

N.A.
N.A.

1675t
1578-1673%
1680-1730

2161-2205¢

2513-2601
2579-2668

$/ton
1144
N.A.

1996-2086
1800-1830

2086-21271
2423-2490

$/ton
21052144

2510-2654

20732134
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ECONOMIC NEWS

The US purchasing managers’ index (PMI) rose slightly in May, the fourth consecutive monthly rise.
The figure for May was 55%, an increase of 0.3% from the April value of 54.7%. A PMI greater than 50%
indicates that overall the economy is expanding.

According to the Associated General Contractors of America, non-residential US construction
should increase 8-12% in 2007 (versus 2006) as retail, office, and government construction are expected
to continue providing some buffer to the significant downturn in residential construction.

US residential construction and home sales continued to look gloomy this month. According fo the
Commerce Department, US housing construction was down 8.9% in April compared with March. The
Pending Home Sales Index, a statistic followed by the National Association of Realtors, fell 3.2% in April
compared with the previous month and is down 10% from a year ago. In addition, the inventory for unsold
homes listed for sale in 18 major US metropolitan areas increased by 5.1% in May compared with April.

The European Central Bank raised its key interest rate by 0.25% to 4.0% at its June meeting. The
increase, which was widely expected, was the eighth increase since December 2005.

European business confidence, which has increased significantly over the past year, showed signs of
levelling off in May. The 13-country Eurozone business climate index remained unchanged for Germany,
and declined for France and ltaly.

Industrial orders in the European Union for chemicals and chemical products, including synthetic
fibres, rose in March by 6.6% compared to the same month last year. Overall industrial orders were up 8.1%.

The US and South Korea have released details of their negotiated free trade agreement, to be known as
KORUSFTA. The Agreement, which contains a yarnforward rule of origin, would immediately remove
duties from 60% of textile and apparel categories with the remainder scaled in over three to ten year
periods. Additionally, KORUSFTA contains a safeguard mechanism that would allow the US to impose
tariffs on certain goods should market disruption occur as a result of import surges.

The Peoples Bank of China increased its one-year lending rate by 0.18% to 6.75% and increased the
reserve requirement ratio for banks to 11.5% in its efforts fo tighten money supply. The Bank also increased
to 0.5% (from 0.3%) the daily trading band for the Renminbi against the dollar.

COMPANY NEWS

Ineos has agreed to acquire the Borealis petrochemical business in Norway for Euro290 million. The
deal includes the Borealis 50% portion of the Noretyl ethylene cracker at Rafnes and other associated
businesses at the Bamble polyolefins site and follows the Ineos’ purchase of the Norsk Hydro's polymers
business completing the fotal purchase of the Noretyl cracker, which was a 50:50 joint venture between
Norsk Hydro and Borealis.

Final bids have been invited for the sale of a 51% maijority stake in Petkim, as part of the privatisation of
the company by the Turkish Privatisation Administration. The scope of the offer includes Petkim’s 92 ktpa
acrylonitrile plant in Aliaga, Turkey. After the expression of interest in May, there are understood to be 18
qualified bidders, including Ineos Holdings, Basell-Demiroren Consortium, and 16 Turkish companies or

consortia. These bidders have until 25 June to submit a formal offer for the company.

PROPYLENE

North America

Most of the refinery outages that restricted the supply of refinery grade propylene in the US during March
and April are now over. However, they have been replaced by one or two new ones. A shutdown at the
BP refinery at Toledo, Ohio, in mid-May affected Ineos’s production of acrylonitrile at an adjacent plant
during the second half of the month. Ineos had to bring material in by rail car. Production at the site is
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now back fo near normal. On 24 May, the cat cracker at Valero’s McKee refinery (170,000 bbls/day) at
Sunray, TX, went down.

Recent reports show reassuringly high gasoline inventories so there is less demand for propylene from
refinery alkylation units and the supply of RGP, and propylene generally, has improved. Propylene is rather
more freely available than ethylene in late May.

Spot pricing has nevertheless remained quite sirong. RGP went down to around 44 ¢/Ib in mid-May but
is now frading at around 47 ¢/Ib. Chemical grade is being offered at just below 50 ¢/Ib (also two cents
below contract). There have been no recent spot offers of PGP.

May contracts for all grades were seftled at four cents up at 48.50, 52.00 and 53.50 c/Ib for RGP, CGP
and PGP respectively. The prospects for June appear to be for a small reduction, possibly by 2.0-2.2 ¢/Ib,
but this is not yet confirmed, so the Price Monitor this month shows June propylene prices as not available.

West Europe

In Europe, Ineos has declared force majeure on ethylene, propylene and butadiene from its Grangemouth
site in Scotland. The smaller G4 cracker(330 kipa of ethylene) has been down on a planned turnaround
since mid-April, but faults discovered during the shutdown will keep it down for an additional three months.
So far there has been no effect on polyolefins production at Grangemouth. Polypropylene capacity at the
site is 275 kipa.

The supply of propylene in Europe is fairly tight both in the Northwest and the Mediterranean. Affecting the
Med. are cracker problems in Turkey and Libya, and at Priolo, ltaly. The Repsol dehydro unit in Spain is
also down. In the north, the Borealis propane dehydro plant is also down and the Miro refinery in southern
Germany is not yet back to full production, which continues to limit the supply of refinery grade propylene
in that region.

Although the Grangemouth G4 cracker is fairly small, the fact that it will be out for an additional three
months on top of its planned shutdown is bound to affect supply and market sentiment.

In southern France, Total has declared force majeure on propylene from its joint venture cracker at Laverq,
after the unit was forced to shut down on 22 May - six days before the start of a planned turnaround - by
a fire at an adjacent VCM plant.

Spot polymer grade propylene is trading at around Euro900-920/ton delivered to inland sites, and
chemical grade Euro860-880/ton delivered, which is still above the Q2 contract number of Euro850/ton
delivered.

Asia

In Asia some marketers felt under some pressure during May to sell spot propylene before the startup of
the biggest cracker in the region — Formosa Chemical’s No 3 unit at Mailiao, with a propylene capacity of
600 kipa including a metfathesis unit. Buyers were reluctant to commit themselves as they expected prices
to weaken. Prices fell to $1075-1100/ton cfr.

The cracker started up on 25 March, but initially operated at only at about 50% of capacity. It has since
reached 70-80% and is producing on-spec material, but there are likely to be a few more teething problems
still to be sorted out, as there normally are. The startup of the giant Formosa cracker coincides with
maintenance turnarounds of two major Korean crackers, YNCC No 2, 20 May -20 June, and Samsung
Total, 25 days starting early June.

Prices have fallen by $50-70/ton cfr in Southeast Asia at the end of May. Two parcels have been sold for
delivery to Indonesia in July, one at $1100/%on cfr and the other at $1125/ton cfr.
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AMMONIA

Current Ammonia Prices

US Gulf East Asia SE Asia W Europe

$/short ton $/ton $/ton $/ton

cfr cfr cfr cfr

Mid Apr ‘07 340 350 360 290
Mid May ‘07 340 345 355 285
Mid Jun ‘07 310 330 338 275

In Yuzhny, ammonia for June lifting was down $10/ton at $235-239/ton fob. Suppliers appear comfortable
for the time being, as they have placed large volumes for June and will not need to conclude July business
soon. In the meantime, they are confident that US import demand will pick up, while export supply will be
lower from both Yuzhny and Ventspils in July, which should help to support prices. There are already close
to 200 kt of ammonia scheduled to arrive in the US in June, 25 kt more than in May.

Ammonia prices are falling in Asia, on the heels of the reductions seen in Yuzhny and the Middle East over
the past few weeks. Contract prices in Korea have dropped to around $338/ton cfr, while Taiwanese
buyers are pushing for $315-320/ton cfr for June deliveries, to mirror recent spot sales concluded for
Philippines and east coast Indian contract business. Sabic has agreed a new low of $294/ton cfr India
this week, which nets back to just over $265/ton fob Middle East.

Discussions in the US ammonia market centred on speculation that the market was nearing a bottom,
when Yara settled its June Tampa contracts with Mosaic and CF Industries $30/ton lower at $310/ton cfr.
One buyer predicted that prices were unlikely to fall below $300/ton cfr Tampa, noting that maintenance
turnarounds are likely to tighten supply and stabilise prices. There was some speculation that spot purchases
would begin to pick up in the US Gulf. CF Industries is enquiring for an additional 100 kt for July-September
delivery, in addition to its usual contract purchases. Yara will complete the 21-day turnaround of its 1500
tpd Trinidad ammonia plant in mid June, and plans a 10-day turnaround at its 1000 tpd plant for end June
or early July.

ACRYLONITRILE
North America

A multitude of acrylonitrile plant shutdowns and supply shortages are being reported this month, with the
result that acrylonitrile supply is very tight and prices have risen in all regions.

As a result, US spot prices reached a high of $1750/ton fob Gulf Coast in June for shipment to Europe or
India, where supply is particularly short. This price level is not considered to be representative of the bulk
of transactions in the market, and the price monitor shows the more redlistic range of $1680-1730/ton fob
for US Gulf Coast exports this month, because there is little or no spot material now available, irrespective
of price.

The US contract prices are formula based, and as the June propylene price has not yet been set, the
acrylonitrile numbers cannot be calculated. In the interim, the May numbers are assumed to be still valid,
and will be corrected if necessary in the next price monitor.

A shutdown at the BP refinery at Toledo, Ohio, in mid-May affected production of acrylonitrile at the 190
kipa Ineos Lima plant during the second half of the month. Ineos had to bring in feedstock by rail car in
order fo continue operations at reduced output. Production at the site is now virtually back to normal.

DuPont were understood to have suffered a short outage at the 140 ktpa Beaumont plant, which is operated
by Lucite under a guaranteed supply agreement. It is not clear how much product was lost during the
shutdown, but it is not thought to be a significant volume, and DuPont expects to have supplies and inventory
back to normal by the end of June.
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UNITED STATES ACRYLONITRILE EXPORTS

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

Canada 289 954 857 1,250
Mexico 6,077 1,460 20,000 22,427
Peru 3,840 1,460 7,899 12,056
Belgium 475 593 475 -
Germany - - 1,932 -
Italy 3,000 1,500 8,996 14,734
Netherlands 2,080 1,300 5,881 4,123
Portugal 1,982 1,300 1,982 1,955
United Kingdom - - - 4,023
Turkey 5,096 1,300 22,990 17,099
India 7,760 1,524 12,810 9,977
Pakistan - - - 4,006
China - - 7,507 4,100
South Korea 39,887 1,475 87,348 52,064
Taiwan 23,401 1,455 45,560 26,015
Japan 5,904 1,511 9,804 1,000
Others 53 596 53 18
Total 99,844 234,094 174,847

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

As reported last month, the 220 kipa Cytec plant in Fortier, Louisiana was shutdown for a 2-week turnaround
from end May, expecting to be back in production in mid June.

There is a strong rumour that Pemex (Petroleos Mexicanos) plans to restart its 65 ktpa Tula acrylonitrile
plant in Mexico soon. The plant was mothballed in October 2005 when Cydsa, its major customer, closed
down. As acrylonitrile prices rise and demand continues to exceed supply, the economics of the plant are
starting to look more afiractive, but restarting the plant after more than a year out of operation will not be
without challenges.

West Europe

As reported last month, the Q2 acrylonitrile contract was seftled at an increase of Euro35-40/ton over the
Q1 numbers, giving a price range of Euro 1483-1550/ton, delivered.

In the European market, the volume of enquiries from existing and new customers for acrylonitrile supply
is extremely high and most of the major producers are either shutdown for maintenance, or are running at
maximum capacity and are fully sold. As a result there is litlle or no spot availability and spot T1 prices are
at new high levels, with limited business transacted in a very tight market between $1800-1830/ton cif that
has absorbed all of the available spot material. Several of the major players now have no material at all
available for spot purchases and even contract volumes are being tightly controlled in some cases. In West
Europe, only the 300 ktpa Ineos plant in Koeln, Germany still has spot material available for June shipment,
and the market is expected to remain tight until well into July, and perhaps even early August.

The 150 kipa Lukoil Saratov plant was restarted on 10 June after an unplanned shutdown, and it is
expected to take almost 2 weeks to return to full production output and quality as the plant was understood
to be “completely dry” (empty) prior to the restart. The plant was taken down at the end of April, and no
reason has yet been given for the closure.

Repsol brought forward their planned shutdown to 10 June in order to resolve a persistent minor problem on
the plant. The decision was taken to stop and fix it now rather than risk a plant failure. It is understood that
the 130 ktpa plant, in Tarragona Spain, will be down for 10-12 days, probably restarting on 21 June. Al
contract customers are being satisfied from inventory, and the company will have no spot availability until
late summer, although they report potential customers offering up to $1850/ton cif for June spot material.

In Geleen, Netherlands, the DSM plant is running smoothly and is building inventory ahead of its annual
maintenance shutdown. As a result, DSM is also not active in the spot market, though it is able to satisfy
all of its contract customers. The company has a 3-week turnaround planned to begin in the last week of
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ACRYLONITRILE  ACRYLIC FIBRE INCLUDING PROPYLENE, ACRYLONITRILE, ACRYLIC FIBRE AND ABS

US, WE AND TAIWANESE ACRYLONITRILE CONTRACT
MARGINS over 1.15 x PROPYLENE CONTRACT

US Dollars per Ton
900
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Source: Tecnon OrbiChem

August, during which the plant will also be debottlenecked. DSM has declined to confirm the planned
increase in capacity, which is believed to be of the order of 20 ktpa, taking the capacity of its Geleen plant
to 260 kipa.

The major overhaul of the BASF Seal Sands acrylonitrile plant in the UK, which began in mid-May is
proceeding well, and the plant is expected to be back at 100% output on schedule in early August. After
this major turnaround, the company will have the advantage of being able to supply more output later in
the year when several other producers have planned shutdowns.

BASF announced on 11 June 2007 that it has secured an alternative raw material supply for its PA66
polyamide business. BASF will purchase adiponitrile from the global network of Invista, instead of producing
it at Seal Sands using its own acrylonitrile feedstock, as it does at present. This agreement will release
BASF’s acrylonitrile capacity at Seal Sands for other applications. Adiponitrile is the raw material used to
produce hexamethylenediamine at BASF's Seal Sands site in the UK. Supply from Invista will commence
at the start of 2009, and once a reliable delivery pattern has been established, BASF aims to close and
dismantle its 116 kipa adiponitrile plant at Seal Sands. Invista currently has over 650 ktpa of installed
adiponitrile capacity in Texas, USA, and a 50% share in the 500 ktpa Butachimie J.V. plant at Chalampe
in France. Invista has also announced the construction of a new butadiene-based adiponitrile plant that will

begin production in Shanghai by 2010.

In Asia and the US, CPDC and Cytec begin their shutdowns this month, and in conjunction with fightening
demand, there is an expectation that acrylonitrile prices will continue to rise.

India

It is understood that the acrylonitrile spot price has reached $1850/ton del in the Indian domesfic market (an
increase of $25/ton over May), with spot imports from Taiwan being agreed at $1750/ton cfr last month, and
availability in India being very restricted as a result of strong demand throughout Asia.  Indian Petrochemicals
Corporation, the country’s only domestic acrylonitrile producer which has a 40 kipa plant in Baroda, has a
current list price for domestic confract supply of $1822/fon for (mill delivered)(excluding excise duties).

Asia

The supply shortage due to the peak season of turnarounds that began in mid May has pushed Asian prices
to a record high, and the supply/demand balance is expected to remain fight.
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US, WEST EUROPEAN AND ASIAN
ACRYLONITRILE CONTRACT PRICES

US Dollars per Ton
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CHINESE ACRYLONITRILE IMPORTS

United States

Russia

South Korea

Taiwan
Japan
Total

April 2007
Tons $/Ton

15,226 1,563
7,677 1,592
7,211 1,547

12,672 1,574
7,005 1,589

2003 2004 2005 2006

Jan-Apr 07 Jan-Apr 06
Tons Tons

44,452 14,852

7,677
48,819
34,856
22,180

49,536
18,768
8,980

49,791

157,984 92,136

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

CHINESE ACRYLONITRILE IMPORTS

(1,000 Metric Tons)
2005 2006 2007

Month

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

Jan-Apr
% Change

Jan-Dec
% Change

27 .4 227
14.8 21.0
30.8 32.2
32.1 16.2
23.2 31.4
23.9 34.9
33.3 17.7
27.1 27.1
38.1 36.9
19.2 20.1
23.9 353
22.6 28.9

105.1 92.1
(5.4 (12.3)
3164 3245
(0.7) 2.5

30.5
32.5
45.2
49.8

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

2007
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TAIWANESE ACRYLONITRILE EXPORTS

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

Iran - - 3,001 3,995
Indonesia 120 1,783 221 77
Thailand - 1,300 5,503
China 14,807 1,488 20,214 19,296
Others 165 1,803 392 326
Total 15,092 25,128 29,197

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

TAIWANESE ACRYLONITRILE EXPORTS

(1,000 Metric Tons)

Month 2005 2006 2007 2006
$/ton

Jan 10.2 6.5 9.0 1,360
Feb 8.9 11.6 1.1 1,191
Mar 13.5 11.1 15.1 1,303
Apr 8.4 9.4 - 1,327
May 13.5 9.4 - 1,350
Jun 13.0 12.3 - 1,350
Jul 10.0 11.0 - 1,434
Aug 12.5 13.9 - 1,452
Sep 6.0 9.5 - 1,484
Oct 2.2 8.1 - 1,528
Nov 7.6 14.2 - 1,555
Dec 4.0 11.1 - 1,534

Jan-Mar 32.7 29.2 25.1 1,271
% Change 30.0 (10.6) (13.9) 2.5
Jan-Dec 109.9 128.1
% Change 33.6 16.5

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

In China, PetroChina Jilin Petrochemical (CNPC, 212 kipa) and Fushun Petrochemical (80 kipa to be
debottlenecked to 92 kipa) both shut down their plants for annual maintenance from mid May, and were
due to restart in early June. Shanghai Petrochemical also has a planned shut down for 3 weeks in June.

In Taiwan, as reported last month, CPDC shut down one of its two acrylonitrile lines on 10 June for a
scheduled turnaround, and expects to restart on 22 June. Formosa Chemicals (FCFC) is running normally
and its 270 ktpa plant is full to capacity, with very limited spot offers at above $1800/ton cfr. The June
domestic contract for Taiwan seems likely to seftle at around $1780/ton cfr, but was not agreed by mid
month, with buyers offering $1750/ton and sellers seeking $1800/ton cfr, in what appears to be very
much a sellers market, with a tight supply/demand balance.

At the same time, acrylonitrile demand for acrylic fibre production has recovered gradually. All of these
factors have support acrylonitrile price increases, driving prices to hit a new high. As a result, export prices
in Asia now are around $1730/ton cfr, and Chinese domestic fransaction prices have followed this rising
trend, so prices are now well above Rmb16000/ton cfr.

In Japan, Sumitomo has no spot material available, as all of its production is committed to domestic contracts.
Asahi Kasei, on the other hand, supplied three spot June cargos info China and at least one into India, and
has spot availability for July shipment.

As already noted last month, Japan’s largest olefins producer, Mitsubishi Chemical, has its 450 kipa
cracker in Mizushima shut down for a 55 day scheduled turnaround, with restart planned for 10 July.
The turnaround is not expected to affect production at the downstream 120 ktpa acrylonitrile plant on the
Mizushima site, operated by Dia-Nitrix.
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TAIWANESE ACRYLONITRILE IMPORTS
March 2007

Tons

United States 8,700
South Korea
Total 10,700

2,000

$/Ton

1,378
1,606

Jan-Mar 07
Tons

32,481
2,498

Jan-Mar 06
Tons

45,472

34,979

45,472

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

TAIWANESE ACRYLONITRILE IMPORTS

(1,000 Metric Tons)
Month 2005

Jan 18.1
Feb 7.9
Mar 19.8
Apr 12.0
May 13.6
Jun 14.0
Jul 11.1
Aug 15.1
Sep 14.3
Oct 11.0
Nov 12.7
Dec 10.1

Jan-Mar 45.8
% Change 34.9
Jan-Dec 159.8
% Change 8.4

2006

15.2
19.2
11.1
10.0
17.1

9.9
21.2

9.0
11.0
12.6
15.6
15.6

45.5
(0.7)
167.7
5.0

2007 2006

$/ton

4.5 1,434
19.8 1,348
10.7 1,347

- 1,382
1,374
1,390
1,488
1,501
1,533
1,534
1,572
1,553

350 1,376
(23.1) 8.7

2007
$/ton

1,607
1,467
1,421

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

SOUTH KOREAN ACRYLONITRILE EXPORTS
March 2007

Tons

Iran 2,000
India -
Indonesia 511
Thailand -
China 22,703
Taiwan 2,000
Japan -
Others 55
Total 27,269

$/Ton
1,595

1,519

1,469
1,575

1,857

Jan-Mar 07
Tons

2,000

1,540
5,764
40,565
2,498
1,921
159

Jan-Mar 06
Tons

8,100
1,753
1,502
12,886
44,611

1,000
91

54,447

69,943

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

SOUTH KOREAN ACRYLONITRILE IMPORTS
March 2007

Tons

United States 14,166
China -

Others 1

Total 14,167

$/Ton
1,487

Jan-Mar 07
Tons

35,523

1

Jan-Mar 06
Tons

27,063
12,870
1,022

35,524

40,955

$/ton figures are calculated from customs data and may not reflect market prices
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March 2007 Jan-Mar 07 Jan-Mar 06
PRICE MONITOR Tons $/Ton Tons Tons

Thailand 11,106 1,534 23,009 10,605
China 8,174 1,477 13,176 4,981

ECONOMIC NEWS o e ; 1,997

Total 19,280 36,185 17,583
COMPANY NEWS $/ton figures are calculated from customs data and may not reflect market prices

PROPYLENE
North America

West Europe JAPANESE ACRYLONITRILE IMPORTS

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

AMMONIA United States 4,430 1,585 9,594 8,358
South Korea 958 1,582 1,914 2,012
Total 5,388 11,508 10,370

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

India ACRYLIC FIBRE

West Europe

Asia China

ACRYLIC FIBRE The price of acrylic fibre for June delivery has increased due to a combination of improved demand,
China which resulted in lower stocks, and scheduled downtimes of acrylonitrile producers. June prices for
1.5 denier staple are in the range Rmb19800-20300/ton delivered, an increase of Rmb600-700/ton

compared with May, whilst for 3 denier the price has increased by Rmb300-400/ton to Rmb19200-
North America 19500/fon.

Taiwan

West Europe

Spinners are finding it hard o pass on increases in raw material prices fo their customers. Although yarn
ABS prices have risen by Rmb300-500/ton compared with May, fransaction rates are very slow and the
North America rising cost of acrylic fibre is squeezing mill profits.

West Europe

Aci Some vertically infegrated producers who are running their fibre plants at low utilisation rates are planning
sia

to sell their acrylonitrile for other applications, for example the production of acrylamide, and to shut
down their acrylic fibre capacity for protracted periods.

ACCESS

TECNON ORBICHEM CHINESE ACRYLIC FIBRE IMPORTS

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

Peru 103 1,577 229 251
Germany 665 2,356 2,274 1,619
Italy 649 2,004 3,045 6,448
Portugal 110 2,175 220 313
Spain 397 2,045 2,024 5,486
Belarus 497 2,030 2,482 2,588
Uzbekistan 214 1,738 664 -
Turkey 1,805 2,161 5,591 4,396
India 355 2,087 1,010 933
Thailand 1,358 2,137 7,589 10,634
South Korea 2,918 2,091 9,519 10,014
Taiwan 8,968 2,060 28,108 31,378
Japan 18,298 2,313 50,764 54,999
Others 113 2,560 552 1,087
Total 36,450 114,071 130,146

$/ton figures are calculated from customs data and may not reflect market prices
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(1,000 Metric Tons)
PRICE MONITOR Month 2005 2006 2007

Jan 25.4 19.9 20.4
Feb 35.3 28.7 20.3
Mar 55.0 433 36.9
Apr 50.4 38.4 36.5
COMPANY NEWS May 36.5 237 -

Jun 31.8 32.0

Jul 41.1 28.2
PROPYLENE Aug 40.3 335

North America Sep 44.3 267

Oct 35.9 20.3
West Europe Nov 37.3 18.3

Asia Dec 31.4 24.2
Jan-Apr 166.0 130.1
AMMONIA % Change (5.1) (21.6)

Jan-Dec 464.6 337.1
% Change 1.1 (27 .4)

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

ECONOMIC NEWS

ACRYLONITRILE
North America
India

West Europe
Asia Taiwan

ACRYLIC FIBRE In Taiwan, both export and domestic prices have followed the rising trend seen elsewhere in East Asia.
China Domestic prices are in the range NT$68.5-70.5/kg, an increase of NT$3/kg compared with May.
Demand is stable. Export prices stand at $2.18-2.20/kg, but supply is expected to tighten as one major

Taiwan . . ; -
producer plans to switch output fo differentiated acrylic fibre.

North America

West Europe TAIWANESE ACRYLIC FIBRE EXPORTS
(1,000 Metric Tons)
ABS

Month 2005 2006 2007
North America

West Europe Jan 9.5 9.5 13.4
. Feb 9.0 12.5 8.3
Asia Mar 105 9.2 14.0
Apr 7.1 1.2 -
ACCESS May 8.2 1.5
Jun 55 11.5
TECNON ORBICHEM o I 129
ONLINE Aug 10.3 13.1
Sep 9.8 9.8
Oct 10.3 9.3
Nov 12.2 8.7
Dec 9.4 10.6

Jan-Mar 29.0 31.3
% Change (13.0) 7.8

Jan-Dec 113.5 130.0
% Change (8.4) 14.6

$/ton figures are calculated from customs data and may not reflect market prices
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ACRYLIC FIBRE PRODUCTION 2002-2007
(1,000 Metric Tons)

Monthly Production by Major Area

Month USA Europe* India S Korea  Taiwan  Japan

May 2006 0.3 75.5 9.6 3.9 11.6 21.3
Jun 0.3 67.9 8.1 3.8 13.4 19.1
Jul 0.3 70.8 8.9 4.5 13.0 21.1
Aug 0.3 73.6 8.3 4.4 135 20.2
Sep 0.3 69.0 7.4 4.2 12.7 21.7
Oct 0.3 71.6 8.3 8. 12.1 23.1
Nov 0.3 70.2 7.5 3.6 9.9 21.6
Dec 0.3 72.1 8.0 3.7 12.4 17.1
Jan 0.3 66.8 8.3 3.7 12.8 19.4
Feb 0.3 62.8 7.1 8.5 10.7 19.0
0.3 13.1 21.3

10.8 21.5

Capacity / month 0.4 78.1 8.5 . 12.9 27.0
Utilisation (%) 74.4 80.4 83.5 83.7 79.6

Yearly Production by Major Area

Year USA Europe* India S Korea  Taiwan  Japan
2002 126 956 103 136 129 358
2003 100 935 113 134 137 307
2004 109 910 126 143 153 271
2005 20 716 111 95 131 261
2006 4 859 102 47 147 243

* Includes CIS and Turkey
Sources: Associations, Trade Press, Internet

ACRYLIC FIBRE WORLD PRODUCTION
12 MONTH RUNNING TOTALS

Thousand Tons
3500

I Estimated
[ Rest of World
[ India

I south Korea
[ Europe

] United States
- Taiwan

I [ Japan
““““““I o

0
1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

Source: Tecnon OrbiChem
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ACRYLIC FIBRE (1.5-3.0 DEN STAPLE/TOW) PRICES
& MARGINS OVER ACRYLONITRILE
Monthly Prices, Last Twelve Months

USA Europe China Taiwan
Domestic Domestic Domestic Domestic
¢/Ib ¢/kg €c/kg ¢/kg Rmb/kg ¢/kg NT$/kg ¢/kg

108 — 238 - 185 — 235 - 187 — 19.2 234 - 62.6 - 66.6 192 -
108 - 238 - 182 — 233 - 18.6 — 19.6 233 - 63.9 - 66.9 195 -
108 — 238 - 182 - 232 - 18.8 — 19.8 237 - 64.2 - 67.1 195 -
108 - 238 - 187 — 236 - 18.8 — 19.8 238 - 64.1 — 67.0 193 -
108 - 238 - 187 — 241 - 18.8 — 19.8 239 - 64.0 - 67.0 195 -
110 - 243 - 187 — 247 - 18.8 — 19.8 240 - 64.0 - 66.0 197 -
110 - 243 - 1855 240 - 18.7 - 19.7 240 - 64.0 - 66.0 185 =
110 - 243 - 180 — 235 - 18.6 - 194 240 - 64.0 - 66.0 194 -
110 - 243 - 180 — 238 - 18.6 — 194 240 - 64.0 - 66.0 194 -
110 - 243 - 180 — 243 - 18.6 — 194 241 - 65.5- 675 198 —
110 - 243 - 180 — 243 - 18.8 — 19.6 245 - 655 - 675 197 —
114 - 251 - 180 — 243 - 19.2 - 203 251 - 68.5 - 70.5 206 -

CURRENT ACRYLONITRILE PRICES

Europe China
Contract Contract TI Domestic Contract Spot

¢/kg ¢/kg ¢/kg ¢/kg ¢/kg ¢/kg

Acrylonitrile (June) 168 199 — 208 134 - 136 211- 214 170- 173 175 - 180

US, WEST EUROPEAN AND TAIWANESE ACRYLIC TOW UNDYED MARGINS
over ACRYLONITRILE CONTRACT

US Dollars per Ton
2000

US Margin
WE Margin
1750 = TW Margin

1500

1250

1000

750

500 \N\.\/ Ml\v

250

0
1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

Source: Tecnon OrbiChem
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TAIWANESE ACRYLIC FIBRE EXPORTS

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

Iran 2,110 2,264 6,145 1,994
South Africa 414 2,236 1,174 1,024
India 201 1,980 314 143
Indonesia 2,254 1,983 5,693 4,367
Singapore 132 1,998 243 265
Thailand 173 1,851 684 403
China 6,787 2,008 15,794 19,838
Hong Kong 1,871 1,938 5,082 2,829
Others 100 1,667 521 408
Total 14,042 35,650 31,271

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

North America

Acrylic yarn spinners in North America report litfle change in volumes for May compared with the previous
two months. The hosiery business is holding steady while the fabric market is gradually improving. Acrylic
staple and tow suppliers (all acrylic fibre is imported from Mexico, Germany, or Turkey) have announced a
price increase of 4-6 c/Ib for their North American spinners beginning on 1 June. Downsfream cusfomers
report plans fo move fo competitive materials (cotton and polyester) as a result of this price increase, but
most spinners believe this process will require significant fime and in some applications be difficult to
accomplish. According to Fibers Economic Bureau data, imports of acrylic staple and tow during Q1,
2007 were down by about 10% on last year.

West Europe

From a volume point of view, it has been a disappointing season so far this year for West European acrylic
fibre consumers. Demand remains lukewarm even for woolacrylic blend yarns in the knitted apparel
sector, and is just ficking over for speciality fibres.

On top of poor demand, fibre producers now have to cope with rising raw material costs, creating a
situation that is becoming critical. With recent attempts to push up prices having failed, the rising price of
acrylonitrile is forcing producers back to the market place to push for increases of at least Euro10 cents/kg
on fibre for June delivery. Initial reactions suggest that negotiations will be sharp but firm, with sources
suggesting that the price of 3 den tow might reach Euro1.90-1.95/kg del, with staple seftling some Euro
5 cents/kg higher. Time will fell how successful such negotiations might be, but for now the values in our
price monitor will show no change from the May figures.

In common with other fibre producers, Montefibre is operating its plant at reduced output because it
considers the margin between acrylonitrile and acrylic fibre unacceptably low. Building on the experience
of its Chinese joint venture company, Jimont, the company has built up a significant acrylonitrile inventory
over the last few weeks at an average price of less than $1700/ton, and at the current high market price
levels it is not willing to buy at all. Hence, the plant is being operated at between 60% and 80% of capacity
in order fo support the particular needs of its contract customers, and has sufficient inventory to continue at
this level for some time.

With only low volumes available in the domestic European market, producers have been looking to exports
in an effort to maintain plant utilisations at acceptable levels. Trading with China was slow during April and
most of May, but with stocks declining traders returned to the market during the last week of the month and
business improved. Asking prices were up by US 5-6 cents/kg to around $2.18-2.20/kg cfr.
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