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North American mixed xylenes contract at $3.37/gal, up $0.12/gal

North American contract PX increases by 2.75 c¢/Ib for June

Asian spot PX prices slide by more than $150/ton since end May

Asian PTA weakens too with spot price falling $30-40/ton

Europe PTA supply tight; demand remains strong

Reduced PET imports in North America are good news for PT

Mixed Xylenes

The North American contract price setlement up
$0.12/gal on May was oﬂriﬁuted fo firm spot
prices at the time of the seflement in early June.
After the sefflement, a global correction took
place and spot prices in the US driffied down over
the following ten days from around the contract
level to $3.003.15/gal and further to $2.80-
2.95/gal by 14 June Buyers in Europe were
expecting mixed xylenes prices fo fall to the mid
$900's/ton and then hold at that level, based on
current gasoline prices, supply/demand balance
in Europe and health of downstream markes.

Paraxylene

North American contract PX settled at 60.75
c/lb ($1339/ton) in early June an increase
of $60/ton compared with Asia’s $80/ton
increase for June giving an ACP of $1245/
ton. North American buyers successfully
argued to reduce that PX diFérenﬁol with Asia

as gasoline and mixed xylenes weakened. A
European contract setlement was achieved
at Euro?48/ton. Spot paraxylene prices
in Asia have recently been falling fast to
the low-mid $1100’s/ton fob from close to
$1300/ton midend May on lack of buying
interest and weaker downstream situation.

PTA

With the June North American paraxylene
contract price at 60.75 c¢/lb, the
calculated June PTA price is 52.74 ¢/Ib.
PTA producers report that the situation for
PTA is currently somewhat better than had
been anticipated due to good demand pull
from PET. In a continuation of the trend
seen in April and May, European demand
for PET and hence for PTA is reported to
be very strong in the European market.
Major PTA producers report being sold
out through Q3. European contract price
in May was increased by around Euro30/
ton as producers sought margin increase.
Asian PTA spot prices started to rise from
the end of March and this upward trend
continued into early June. In tEe later part
of the week of 4 June, prices |eve||ecfoff
after hitting a peak of $960-970/ton cfr.
and have weakened during the week of 11
June, to $930-940/ton cfr. Due to weaker
downstream markets, the feedstock push
from PX June has not been translated into
PTA prices at all. the situation as regards
the June contract price remains unclear,
although a price of $1020/ton cfr was
announced initially.
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PRICE MONITOR

US PRICES
15 March 19 April 17 May 18 June 18 June
2007 2007 2007 2007 2007
¢/gallon ¢/gallon ¢/gallon ¢/gallon $/ton
Mixed Xylen( Contract 275 305 325 337 FOB 1028
Spot 286-288 309 348-350 298-301 FOB 909918
¢/pound ¢/pound ¢/pound ¢/pound $/ton
Paraxylene Confract 52.00 55.25 58.00 60.75 DEL 1339
DMT Contract, Molten 51.12-51.92 50.77-51.57 52.30-53.10 53.64-54.44 DEL 1183-1200
PTA Contract 46.78 49.06 50.90 52.74 DEL 1163
WEST EUROPEAN PRICES
€/ton €/ton €/ton €/ton $/ton
Mixed Xylen(Spot Rotterdam 656-675 647-670 745-768 691-698 FOB 930-940
Paraxylene Contract 830 850 880 948 Fr.Pd. 1276
Spot Rotterdam 794-801 867-878 904919 802-817 FOB 1080-1100
DMT Contract, Molten 963-1147 911-1095 931-1115 974-1158 DEL 1311-1559
PTA Contract Market (1) 1029-1115 1049-1135 1079-1165 N.A. DEL N.A.
Contract 829-879 849-899 879929 N.A. DEL N.A.
ASIAN PRICES
$/ton
Paraxylene Import Coniract 'Net' $/ton 1050 1100 1165 1245 CFR
Import Spot $/ton 1100-1115 1180-1200 1275-1295 1145-1165 FOB
DMT S. Korea Contract $/ton 1130-1140 1090-1110 1130-1140 1182-1192 EXW
Import Contract $/ton 1130-1140 1090-1110 1130-1140 1182-1192 CFR
PTA China Domestic Rmb/ton 8050-8150 8500-8550 8700-8750 8400-8450 EXW 1098-1105
Taiwan Contract $/ton 860-880F 860-880F 950-960 N.A. DEL
S. Korea Contract(1) $/ton 860 200 960 N.A.§ DEL
Import Contract $/ton 860 t 900 950-960 940 CFR
Import Spot $/ton 850-855 920-940 950-960 930-940 CFR

(1) (non discounted)
N.A. = Not Available 1 = Provisional 1 = Revised * = Estimated § = See text Rmb/ton = incudes VAT at 17 %

Current one US dollar equivalent (7 June 2007)
€:0.743 £:0.505 (1/1.980) Yen: 121.4 NT$: 33.04 Won: 926.75 RMB Yuan: 7.65

Current one € equivalent (7 June 2007)
US$ 1.346 £:0.680 (1/1.471) Yen: 163.4

Information contained in this report is obtained from sources believed to be reliable, however no responsibility nor liability will be
accepted by Tecnon OrbiChem ftor commercial decisions claimed to have been based on the content ot 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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3 Tecnon OrbiChem

MIXED XYLENES
North America

The mixed xylenes contract price in the US settled at $3.37/gal, up $0.12/gal on the May price level.
The increase in the contract price was based on firm spot prices af the time of the settlement in early June
and good demand from the downstream polyester and PET sectors. However, dfter the setlement of the
contract, a correction took place in the mixed xylenes market globally, and spot prices in the US drifted
down over the following ten days from around 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.

A dedl 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. The following week, prices of closer to $3.00/gal were reported. The softening in price was
based mainly on falling energy and gasoline prices and blend values, but demand was also off, as is typical in a
falling market. Traders and refiners said there was simply no buying inferest to be seen. There were suggestions
that two buyers might soon enter the market, but so far, it has been quiet in late May and early June.

Toluene prices were just above blend value or well below, depending on the various blend value calculations, which
ranged from around $2.78/gal to $2.84/gal. Toluene prices were dlso quoted in a wide range, down from around
$3.05/gal in the third week of May to $2.70-2.85/gal on 8 June. The very wide differential from toluene to xylenes
could narrow, and 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 on 11 June in the US, moving up to around $2.80-2.85/gal for June and July. In contrast, benzene and
xylenes prices both fell over the ten days of June with xylenes at around $3.00/gal, benzene contract settling
down $0.20/gal at $4.00/gal and spot benzene at around $3.60. TDP economics still looked attractive with
toluene prices still well below half the combined value of benzene and mixed xylenes.

There is an incentive to produce mixed xylenes but demand is expected to slow 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 Ching; then buyers should return to the trough.

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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4 Tecnon OrbiChem

West Europe

European prices for mixed xylenes followed US prices up in late May and then began to track them back down again
in early 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 with another transaction about a week
later. By 12 June, prices were seen at around $1000/%on, although all buyers and sellers consulted conceded that
there was no business getting done and there were not even any firm bids or offers.

Buyers were expecting mixed xylenes prices to fall below $1000/ton and then hold at that level, based
on current gasoline prices, supply/demand balance in Europe and health of downsiream markets. In fact,
price fell as far as $950/ton by Friday 15 June. Demand info the polyester siream is still strong but solvents
offtake should soon begin to fall as the summer season in Europe starts with many factories taking extended
scheduled downtime, especially in southern Europe.

At the same time, there is ongoing demand for toluene and xylenes into gasoline for export to the US and
for toluene for export, as well, given current pricing. This demand should keep a floor on toluene prices
and xylenes prices, even if gasoline prices are softening.

Toluene prices of around $770/ton on 12 June supported the idea that xylenes prices were still under
downward pressure. There were opportunities for arbitrage to the US by 12 June with prices in the US at
around $2.80/gal. Spot prices for toluene in Europe fell quite quickly after a transaction was reported at
around $790/ton on 11 June (Euro592/ton) to cover distribution requirements.

PARAXYLENE
North America

Last month, in May, the North American paraxylene contract price sefflement was much delayed with
sefflement finally achieved in the third week of the month at 58.00 c/Ib, an increase of 2.75 ¢/Ib.

The stand-off in May between buyers and producers was based on their strongly differing views. Mixed xylenes
contract and spot prices rose sfrongly mid April through May, with May's contract price up 20 c/gal on April ot
$3.25/gal and spot price at $3.48/gal by 11 May and producers were looking for a setlement that took info
account these rising feedstock costs and also reflected sellers perceptions of sirong paraxylene demand. Buyers
felt that softening gasoline blend values were indicative of no real cost push and mixed xylenes values should fall.
They also wanted to reduce the differential between higher priced North American PX and Asian PX.

It is understood that negotiations in May had got to the point where some producers refused to sell and
suspended deliveries, agreeing that disagreement on prices was too wide. Eventually, a number of producers
agreed to seftle at 58.00 c/Ib and others followed though contract volumes were reduced.

The situation for June has been very different with sefflement made at 60.75 c¢/Ib ($1339/ton) by Monday 4
June. With the Asian June PX sefflement at $1245 /ton, producers regarded parity with Asia as the 62.00 ¢/lb
level and so see the setflement as a victory for consumers in their quest to reduce the PX price differential with
Asia. One producer commented that seflement was reached quickly for June as consumers were ‘feeling guilty’
opposite derivatives producers that the May seflement had taken so long disrupting business.

The gap between North American and Asian contract price stood at $114/ton in May. The June seflement has
reduced this, though not dramatically, o $94,/ton. Though this is @ move in the right direcfion as far as consumers
of PTA are concemed, they are still looking fo reduce this further. Consumers target further reduction next month
with the expectation that the differential can be returned very quickly to historical $50/ton levels. PTA producers
are loathe fo give away improved PTA volumes seen in 2007 gained at the expense of some margin as the
PTA formula price was revised in January 2007. The situation is however much better for derivatives producers
compared with 2006 where a differential of $209/ton was seen in June.

Producers seem to have been unable to push for a higher June settlement as a fall in energy prices (crude
oil fell by around $2/bbl during the week of 4 June) took away support for mixed xylenes prices and
spot mixed xylenes fell to around $3.00-3.15/gal after the June mixed xylenes contract price had been
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5 Tecnon OrbiChem

UNITED STATES PARAXYLENE EXPORTS

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

Mexico 63,564 1,104 147,908 165,230
Brazil 4,676 1,044 17,959 10,470
- . 5,087

Dutch Antilles -
Singapore - 5,521
China 19,054 1,122 28,609
Hong Kong - - 16,778 -
South Korea 21,038 1,031 51,708 5,437
Taiwan 5,252 1,164 39,422 10,555
Others 4 774 9 42
Total 113,588 307,914 196,821

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

UNITED STATES PARAXYLENE IMPORTS

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

Canada 14,050 1,060 26,174 -
Argentina 3,514 972 11,510 6,556
Brazil - 5,206 -
Belgium - - 5,193 5,078
Italy - - - 5,141
Netherlands 7,829 1,144 11,884 10,315
Russia - - - 1,908
Others - - 945 -
Total 25,393 60,912 28,998

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

settled. In addition prices for regular gasoline have dropped, a 5.2 ¢/gal decrease was reported on 4 June
taking price to 3.157 ¢/gal, and further decrease to 3.076/gal by 13 June, with gasoline inventories are
reported up on 3 to 4 weeks ago. So these factors have also worked against a higher PX settlement.

Producers would naturally have liked to achieve parity with the Asian increase for the June setlement
however accept that the setlement moves contract prices ($1339/ton for June), taking info account discounts
etc., closer to spot prices, which at the time of the settlement were at around $1240/ton.

The gross margin in May based on the contract paraxylene price less the contract mixed xylenes price increased
from $290/ton in May to $315 /ton for June. So even though the June contract price setlement was lower than
parity with the Asian $80/ton increase margins for North American producers are improved slightly.

The North American spot market is very quiet with no North American trades reported since 8 May. The
lead buyer, BP, has not been active in the market. In mid May a bid/offer range of $1255-1280/ton was
reported but over the course of the past month the nominal price range has fallen, to $1180-1185/ton by
11 June and as low as $1070-1080/ton fob US Gulf Coast by 14 June. Spot business to Asia is talked
about though it has not been possible to verify if any deals have been done. Over the past month, no
shipments to Asia were reported and it is thought that the PX remained in North America though recent
reductions in spot price now open the arbitrage window to Asia

Last month — from mid April through to mid May — the North American market was reported as fight.
Producers commented that some plant outages may have spiked the market. Despite the lack of spot market
activity, players still see the North American market as balanced to tight. BP Texas City is still not operating
at full rates and Pefrocel/Temex’s Altamira Mexico PTA expansion is increasing PX demand. It is thought
that North American players are looking to the Asian market for direction.

Over the course of the week up to 13 June, spot PX prices in Asia have reduced dramatically to below
$1200/ton cfr. Bids as low as $1170-1180/ton cfr were seen on 12 June, prices fell sharply during the
remainder of the week before recovering to $1070-$1100/mtfob US Gulf Coast by 15 June The downward
trend has been attributed to a crisis in confidence in the Asian markets as downstream producers began to
see feedstocks prices weaken. Buyers are reluctant to buy PX with the prospect of further weakening. The
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FRONT PAGE prospect is now for an Asian Contract Price (ACP) settlement for July that is lower than May’s $1245 /ton
settlement. Prices of $1200/ton or lower are talked as possible for July ACP even though Idemitsu, Exxon
PRICE MONITOR Mobil and Nippon Qil have recently nominated their July ACPs in the range $1245-$1250/ton.

MIXED XYLENE stabilisation in the form of consumers of PX returning to the market soon as inventories decline. However
North America for July it looks certain that PX contract prices will be lower in all regions. Without strength in gasoline it is
predicted that the North American market will link itself more closely fo changes in Asian prices. However it
remains to be seen whether there will be any resurgence in North American gasoline prices that may drive

PARAXYLENE mixed xylenes and paraxylene prices back up.
North America

West Europe

After July, there is optimism for stabilisation of the Asian market as buyers return will lead to August PX prices
West Europe at similar levels as July or small increases.
East Asia

Japan A comparison of US and European contract pricing over the past twelve months follows:

DMT/PTA US & European Paraxylene Contract Prices

North America UsS Us Europe Euro

West Europe del del frpd frpd
South & Southeast Asia c/Ib $/ton Euro/ton $/ton
Koreg Jun 2006 57.00 1257 875 1106
Ching Jul. 59.75 1317 950 1188
) Aug 64.50 1422 1020 1309
Taiwan Sep 68.75 1516 1120 1438
Japan Oct 61.00 1345 1020 1306
Nov 49.00 1080 830 1055

ACCESS Dec 50.50 1113 810 1036
TECNON ORBICHEM Jan 2007 52.50 1157 840 1091
Feb 50.75 1119 810 1056

ONHNE Mar 52.00 1146 830 1080
Apr 55.25 1218 850 1114

May 58.00 1279 880 1183

Jun 60.75 1339 948 1276

I With bullish factors such as gasoline strength and cost push fading away, the Asian market is hoping for

(Conversion from Euro to dollars based on exchange rate for mid-month of price applicability)

US, WEST EUROPEAN AND ASIAN
PARAXYLENE CONTRACT PRICES

US Dollars per Ton
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Source: Tecnon OrbiChem
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7 Tecnon OrbiChem

West Europe

A European confract price setlement was achieved early in June at Euro948/ton. This is an increase of
Euro68/ton over May's Euro880/ton settlement.

The settlement was understood to have been implemented without controversy, buyers and sellers readily
accepting this price. This is somewhat surprising given that the Asian June increase was only $80/ton and
the European increase is closer to an increase of $90/ton.

Some concern was expressed that this sefflement was increasing the differential with Asian paraxylene and
so increasing the threat of imports downstream in the value chain. For January through to May, European
prices were in the range Euro18-31/ton above Asian prices. The differential is Euro40/ton for June. So
although this is an increase over the levels seen for most of 2007 it remains to be seen whether this is a
trend that will continue. The threat of increased imports from Asia is, in any case limited in the short term by
the fact that there is a lack of shipping availability from Asia.

Producers remained concerned for margins over mixed xylenes at the time of the PX sefflement, commenting
that the setlement was not very exciting given mixed xylenes price levels. However after the sefflement was
made — from the middle of the week of 4 June - mixed xylenes prices began to soften. Spot prices in Europe
went from $1040/ton at the beginning of June to around $950/ton by 15 June.

The European market is reported quiet in June. In May, there were some concerns raised that plant
shutdowns would lead fo tightening of supply, and opposite strong demand for PTA and hence for PX, this
could be an upward pressure on pricing. This has not materialised and following the June contract price
sefflement and the situation in the Asian market where a crisis in confidence has led to a significant fall in
spot PX prices over the week up to 13 June, there is a ‘wait and see’ aftitude in the European spot market
too. Traders are reluctant fo take risks when there is the chance that spot prices will continue to fall. Early in
the week of 11 June some observers commented that spot prices could fall below $1100/ton - this turned
out o be the case.

Spot prices were at $1225-1245/ton in mid May. A deal between a major PTA producer and a trader
was heard done in early June at $1215/ton  but since then no trades have been reported. Bids below
$1200/ton were already heard by the end of the week of 4 June, and the nominal spot price range as
of 13 June was reported to be $1150-1180/ton. By the end of the week, (15 June) the sharp fall in spot
prices continued with the range $1080-1100/ton reported. When notional spot prices fell to around
$1200/ton during the week of 4 June, at least one producer was understood to have made the decision
to not sell material at this price level however the changed situation in Asia and falling notional European
prices suggests this sirategy may well be changed.

PTA producers appear to be able to cover their requirements to a large extent with contract material despite
the fact that PTA volumes are currently very strong and reported at record levels. But as the Artenius Wilton
T7 PTA plant in the UK (170 ktpa) remains off line, easing pressure on PX to some extent. PTA producers
looking to purchase spot material welcome the current downward movement of spot prices commenting
that high spot prices have been a factor reducing interest in spot material in previous months.

BP Refining and Petrochemicals PX plant at Gelsenkirchen in Germany remains shut down as a capacity
expansion is being implemented. Capacity will be expanded by 50 kipa taking fotal capacity to 165 kipa.
Restart is expected during the week of 18 June.

Omsk Refinery in Russia, with capacity 165 ktpa is understood to currently be offline for a turnaround. It
recently announced that it plans to raise its capacity to 240 kipa by early 2008.

With Asian spot PX having fallen to $1145-1165/ton fob by 15 June, it seems cerfain that the July contract
price will be settled at a reduction to June’s $1245/ton and a sefflement at just above $1200/ton is
predicted. Idemitsu, Exxon Mobil and Nippon Oil have nominated July’s ACP in the range $1245-$1250/
ton. The European July price is also likely to follow Asia’s lead and settle down on June. It is anticipated in
Asia however that buyers of PX (and downstream in the polyester value chain) must return to the market
soon as inventories become depleted. With Asian PTA producers able to make acceptable margins with PX
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at likely July prices, and downstream demand refurning the outlook for the coming months is more bullish.
On this basis, August PX prices in Asia and Europe should not be lower than July and could show some
recovery.

East Asia

The June Asian Contract Price (ACP) was setfled at $1245/ton by the end of May an increase of $80/ton
over the May settlement. The setlement was seen to be in line with the spot price range of $1260-1270/
ton cfr at the time of setlement.

Japan Energy posted its June contract price for paraxylene at $1280/ton, an increase of $140/ton over
its May price.

By 15 May, both Nippon Oil and ExxonMobil had made nominations for the June ACP. Nippon Oil
nominated $1290/ton and ExxonMobil $1300/ton, up $125-135/ton on the setled May price
of $1165/ton. With spot price remaining around the $1300/ton cfr level at that fime, observers had
predicting that the setfled July price would be around $1240/ton, which turned out to be the case.

After the PX ACP settlement was made, the PX spot market remained very quiet in Asia with buyers absent
from the market. Chinese spot PX buying has been particularly limited over the past two months.

At the same time, PTA spot prices began to stagnate and fall. In the preceding month, it had not been
possible for Chinese producers to push up the domestic price which remained at the equivalent of approx.
$920/ton. This was attributed fo the effect of new PTA capacity coming on stream in China. With this
increased availability of Chinese domestically produced PTA, it is also more difficult to keep import prices
at higher levels. Demand for PTA for fibres eased off during late May and early June and though PTA
producers nominated $1020/ton for June US$ priced PTA, this combination of reduced fibres demand
and readily available Chinese domestic supply, makes it highly unlikely that increases in PTA price over
May's $960/ton contract price can be achieved. Spot prices fell to around $940/ton by 12 June.

With Chinese PTA producers reporting inventories of up to one month, they are able to stay away from the
PX market in the anticipation that prices will fall and in this way protect themselves from margin pressures
associated with high priced PX.

Spot prices for PX were at $1260-1280/ton cfr on 1 June with a deal done at $1265 /ton. Prices weakened
slightly during the early part of the week of 4 June; with the buy sell range at $1255-1265/ton by 7 June
as weakness remained in the downstream PTA market where spot prices showed no sign of moving up.
From 7 June onwards, there were signs of a growing lack of confidence for PX and prices began to fall
more quickly. The June 7 range was $1230-1250 cfr with PTA spot price seen as $950/ton. By Tuesday
12 June the market was talked of in ‘panic’ mode with the buy/sell range falling below $1200/ton, at
$1175-1195/ton cfr. Wednesday's prices were lower still at $1150-1170/ton cfr or $1130-1150/ton
fob and PTA spot prices closer to $940/ton. By Friday 15, some recovery, to a range of $1145-1165/ton
fob was seen.

The issue now appears to be market senfiment — a serious lack of confidence - rather than other factors at
the moment. With PX spot prices now approaching levels where PTA producers can achieve acceptable
margins, there is the idea that buyers should come back to the market. Some observers also believe that
inventories are now depleted and this will contribute fo a resumption of buying interest in the short term.

On the basis of current spot market behaviour it seems certain that any sefflement for July’s ACP will be a
reduction on June levels. It is possible that the sefflement could be $1200/ton or lower. If PTA price cannot
be increased above $940/ton then margins for PTA producers will be very much squeezed, requiring PX
to be closer to $1180/ton for a $150/ton margin.

Though it is understood that Chinese PTA producers have not been operating PTA plants at full rates over
the post couple of months as they have sought to limit exposure fo spot PX, there have been no moves as
yet amongst producers in Korea fo take plants off line on any major scale. Any such decisions seem to be
hanging in the balance as producers look to see some direction in the current situation.
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Formosa Chemicals and Fiber Corporation (FCFC) has now started up its 685 kipa paraxylene plant
in Taiwan, and by 5 June has begun to produce on-spec paraxylene. FCFC's new PTA plant in Ching,
mechanically complete but not yet started up due to permit issues will take a proportion of the Taiwan
produced paraxylene once on line, though in the meanwhile it is thought that exira spot PX will be available
to the market.

In China, with media intervention, strong public opposition developed to Dragon Aromatics’ new PX
project in Xiamen Fujian Province, on the basis that there is serious concern that the project will threaten
the environment of Xiamen. Dragon group announced at the beginning of June that work on its 800 ktpa
paraxylene project would be halted for six month, as ordered by the Xiamen government following protests
by the local population concerned about the environmental impact of the project. Though an environmental
permit was already granted for this project, this will now be reassessed and the future of the project remains
unclear. It is sfill uncertain if Dragon will again receive approval at the end of this six month period. Further
delays or cancellation of the project will be a heavy financial burden for the company. The plant had been
expected fo be ready to start up by the end of 2008 and to supply PX to the nearby Xianglu PTA plants (1.5
million tpa PTA total capacity), part of the same group of companies.

A summary of Asian contract and spot pricing over the past 12 months is provided below. All prices are
shown in $/ton. Spot pricing is generally applicable to a mid-month quotation.

Asian Paraxylene Prices

Contract: CFR

Jun 1050
Jul 1150
Aug 1230
Sep 1400
Oct 1260
Nov 1000
Dec 1030
Jan 2007 1060 1150-1160
Feb 1030 1110-1120
1050 1100-1115

Apr 1100 1180-1200
May 1165 1275-1295
June 1245 1145-1165

Spot: FOB
1225-1230
1360-1370
1570-1580
1460-1470
1050-1060
1105-1120
1150-1160

SOUTH KOREAN PARAXYLENE EXPORTS

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

Indonesia - - - 19,932
Thailand - - 14,648
China 113,025 1,059 290,079 135,259
Taiwan 29,760 1,093 49,591 151,366
Total 142,785 339,670 321,205

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

SOUTH KOREAN PARAXYLENE IMPORTS

March 2007 Jan-Mar 07 Jan-Mar 06
Tons $/Ton Tons Tons
United States 5,391 1,181 25,643 4,888
Indonesia 4,764 1,120 4,764 -
China 20,279 1,112 40,611
Taiwan

- . - 4,781
Japan 38,322 1,111 102,750 156,191
Total 68,756 173,768 165,860

$/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
United States 38,743 1,123 141,307 19,398
Belgium - - 5,200 -
MIXED XYLENE Netherlands - - 9,948
North America e : : 9,247
India - - 5,222
West Europe Indonesia 4,851 1,144 19,609 .
Singapore 4,984 1,147 6,906 2,997
PARAXYLENE China 5000 1,069 5,000 .
. South Korea 24,528 1,141 44,572 157,399
North America Japan 84,365 1,086 175654 286,137
Total 162,471 418,665 465,931

West Europe
East Asia

Japan TAIWANESE PARAXYLENE IMPORTS
(1,000 Metric Tons)

DMT/PTA Month 2005 2006 2007 2006

North America $/ton
Jan 181.0 139.9 171.7 918
Feb 141.4 1325 84.5 943
South & Southeast Asia Mar 168.6 193.6 162.5 970
Apr 229.8 109.9 966
May 108.8 167.2 1,011
China Jun 83.5 94.1 1,038
Jul 1257  147.8 1,121
Aug 11.6 138.5 1,206
Japan Sep 1727 1363 1,362

Oct 173.0 115.1 1,278
ACCESS Nov 113.9 107.3 1,260

Dec 91.0 160.8 1,120
TECNON ORBICHEM Jan-Mar 491.0 465.9 418.7 947

ONLINE % Change - (5.1) (10.1) 54

Jan-Dec 1,701.0 1,643.0
% Change (10.4) (3.4)

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

West Europe
Korea

Taiwan

CHINESE PARAXYLENE EXPORTS

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

Thailand - - - 4,806
South Korea 28,405 1,115 67,447 -
Others - - 1

Total 28,405 67,448 4,806

CHINESE PARAXYLENE IMPORTS

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

United States 10,469 1,114 20,331 -
Netherlands 4,941 1,130 20,040
Iran - - -
India 5,049 1,161 5,049
Indonesia 15,096 1,106 40,081 -
Singapore - - 19,929 8
South Korea 129,055 1,138 380,142 220,365
Taiwan 5,009 1,104 28,609 20,009
Japan 90,885 1,119 404,253 243,992
Others - - - 37
Total 260,504 918,434 494,592

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

10,181
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(1,000 Metric Tons)

PRICE MONITOR Month 2005 2006 2007
$/ton

Jan 832 1290 1,120
MIXED XYLENE Feb 1042 1007 1,148
North America Mar 120.0 122.2 1,121
Apr 1239 1427 1,128
West Europe May 1211 11811 ;
Jun 162.9 1005
PARAXYLENE Jul 148.3 84.0
. Aug 1883 1510
North America Sep e Sl
West Europe Oct 1249  183.1
. Nov 1424 2783
East Asia Dec 1364 2229

Japan Jan-Apr 4313 4946

% Change 8.1 14.7
DMT/PTA Jan-Dec 1,607.9 1,840.2
North America % Change 415 14.4

$/ton figures are calculated from customs data and may not reflect market prices
est Europe g Y P

South & Southeast Asia

Korea JAPANESE PARAXYLENE EXPORTS

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

Indonesia = - - 9,502
JOPGn China 79,601 1,039 313,600 176,982
South Korea 43,780 1,032 100,912 157,323
ACCESS Taiwan 69,365 1,011 165,654 259,802

Total 192,746 580,166 603,609
TECNON ORBICHEM

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

Taiwan

Japan

While the June ACP was settled at $1245/ton cfr as market participants had expected, (Japan Energy’s
non-negotiable contract price for June was $1280/ton cfr), spot paraxylene prices in Asia have recently
been continuing their decline. Although paraxylene prices had been $1275-1295 /ton fob Korea in mid
May, they fell to $1255-1260/ton fob at the end of May. They are now reportedly around $1145-1165/
ton fob at the end of the week of 11 June. Thus, the extent of decrease is roughly $150/ton within one
month. The major reason for the decrease is that PTA prices have not been able to rise further, despite the
expectations of paraxylene producers, as prices of downstream products (fibre, fibre chip and bottle chip)
have been weakening in June.

Because of this situation, it seems as if nominations for the July paraxylene ACP are not easy for paraxylene
producers to make though by 15 June, Idemitsu, Exxon Mobil and Nippon Oil had all nominated in
the range $1245-1250/ton cfr. However, some Japanese market players anticipate that a substantial
correction in contract price, say to mid $1100s/ton, could occur in July a larger correction that predicted
by observers in Korea. Anyway, July could be a month of temporary adjustment.

The Japanese supply demand balance of paraxylene in Q1 2007 is tabulated below. As PTA/DMT
production remains depressed, the domestic consumption confinues shrinking. As a consequence,
dependence of exports continues rising. Now 70% of Japan's export ratio depends on exports, especially
to China. In 2007 China has become by far the largest destination, accounting for 55% of Japan'’s total
paraxylene exports. Such high dependence on one destination means a higher business risk in a longer
term, although there would be no serious problem in the short term.
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12 Tecnon OrbiChem

Japanese Paraxylene Supply Demand Balance
(1,000 Metric Tons)

QI 2006 Q12007 % Change
Production 883 834 5.6
Inventory Change 14 -12 N.A.
Imports 0 0 N.A.
Exports 604 580 3.9
Consumption 279 254 9.2
Export Ratio (%) 68 70

Japanese Paraxylene Supply
(Metric Tons)

April 2007 % Change YID % Change

(07/06) (07/06)

Production 291,651 4.3 1,125,516 3.2

Shipment 273,423 -10.3 1,048,751 6.1

Inventory 99,516 36.9 N.A. N.A.

In Japan too, there are mounting concerns over developments regarding Dragon Aromatics 800 kipa
paraxylene project in China as the news that consiruction work would be halted for six months from early
June was distributed by a major Japanese newspaper with a big photograph of a street demonstration.
It is not yet clear for observers in Japan whether this anti-project movement is special to Xiamen or such
environmental concerns over large petrochemical plants in general will spread in other regions as well.

DMT/PTA

North America

With the June North American paraxylene contract price seftling early in the month at 60.75 ¢/Ib, the
calculated PTA price for June is 52.74 c/Ib.

At the time of publication of last month’s Chemical Business Focus, the May contract PX price had not been
settled and no PTA price was therefore available. The PX contract price was finally seffled in the third week
of May at 58.00 ¢/Ib giving a calculated PTA price for May of 50.90 c/Ib.

Compared with last year, PTA prices are very similar to the 49.47 ¢/Ib seen in May 2006 and 52.65 ¢/Ib
in June 2006, but in 2007 the PTA prices are based on higher PX prices. In June 2007, PX was at 57.00
¢/lb. January’s change in the PTA pricing formula has reduced the PTA price relative to paraxylene.

From April onwards it looked as though the differential between North American and Asian PX prices was
set to increase. The gap between the North American and Asian contract price was $114/fon in May
as the gasoline season got underway and higher mixed xylenes costs fed into paraxylene. The May PX
setflement was difficult to reach as PTA producers argued strongly for a sefflement that helped to reduce the
differential with Asia but producers maintained that their feedstock costs were up. The June PX sefflement
has now reduced the differential to $94,/ton — though not a massive reduction, a move in the right direction
for PTA producers. PTA producers successfully argued that with little push from gasoline mixed xylenes and
paraxylene prices should come down. This is a very different situation to June 2006 where the effects of the
gasoline season pushed the paraxylene differential with Asia to $209/ton in June.

For July, PTA producers will look to further reduce the PX differential with Asia as it now appears that the
effects of the gasoline season will not push PX prices. This situation could change however if there is a fall
in gasoline stocks and resurgence in gasoline price.

PTA producers report that the situation for PTA is currently somewhat better than had been anticipated. This
is attributed to a number of factors.
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13 Tecnon OrbiChem

The demand for PET in the North American market remains strong and is expected to continue to be strong
through July creating a stronger than anficipated pull for PTA.

Thanks fo a reduction in the PTA formula price combined with the more reasonable PX price differential with
Asia, North American PTA appears to have allowed PET producers to better compete with Asian imports,
reducing imports and maintaining PTA volumes. Imports of PET from Asia in Q1 2005 were 15% down
on Q4 2006. There is, of course, no expectation that imports will disappear completely as downstream
players prefer to keep the channel open for PET imports though with the N American PET market confinuing
to grow PTA producers feel there is space for a certain level of imports to be accepted.

New PET scheduled to come on line has experienced some delay. An expansion from Starpet (though
online), Invista’s Mexico expansion and DAK's startup are all understood to be delayed at present so there
is litfle impact on the market from these new plants. In the meanwhile PET prices have not been forced lower
by the increased competition at the PET level and there has been litfle effect on PTA. PTA producers question
what will happen when these PET expansions are fully operational. Will competition at the PET level reduce
prices and make the industry more competitive with imports improving N American PTA volumes and to
what extent will this be at the expense of demanding lower prices for PTA2

PTA producers also see limited effects of the gasoline season on PX and PTA through the remaining summer
months helping North American PTA to remain competitively priced.

Demand for PTA in Europe is exceptionally strong at present and imports from North America are important
to the European market. BP is understood to be exporting PTA to Europe ahead of its Geel expansion of
350 kipa in Q1 2008.

The Pefrocel/Temex 450 ktpa PTA expansion at Allamira in Mexico continues in the startup phase.
Operating rate is gradually being increased and there has been some normal commissioning issues. It
is expected that full rates should be achieved by the end of June or the beginning of July. It is thought that
operation at below full rates has so far kept supply of PTA to customers in the region including Invista and
M&G's new Brazil PET plant tight. With PTA tight in Europe some southern European PET producers had
been looking for increased volumes of PTA from Mexico - these have not been available this month.

The force majeure declared on isophthalic acid (PIA) in March by Flint Hills is reported now set to continue
for a further month until mid July. This is despite earlier reports that production of metaxylene feedstock for
PIA production has resumed. No reports of this issue significantly limiting PET production and having any
impact on PTA have been heard.

With Asian contract PX price set to fall by at least $30-40/ton for July and without strength in the North
American gasoline season, North American PX is expected to fall by a similar amount for July and PTA
price will then reduce accordingly based on the price formula.

UNITED STATES PTA EXPORTS

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

Argentina 9,947 924 37,165 27,929
Brazil 8,227 -

Germany 1,526 750 1,526
Lithuania 3,397 750 4,173

Saudi Arabia - 2,290 -
South Africa 10,200 750 22,965 3,689
China - - - 3,911
Others 40 1,899 247 66
Total 25,110 76,593 35,595

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

West Europe

In a continuation of the frend seen in April and May, demand for PET and hence for PTA is reported to
be very strong in the European market. There has been no let up in demand this month and major PTA
producers report being sold out through Q3.

Explanations for the better than expected demand in 2007 continue fo be based on a number of factors
including good weather boosting demand for PET bottled drinks, economic growth boosting the demand
for packaging and the end of the trend to lightweighting of PET bottles

The Artenius Wilton T7 plant at Wilton in the UK remains shut down for economic reasons and supply of
PTA is reported to be very tight. Even with this tight supply situation Artenius has no plans fo restart T7 in the
short term. Though an eventual restart remains an outside possibility, a significant increase in PTA margin
would be required to make restart a sensible decision in terms of economics.

The San Roque PET plant in Spain, recently sold by Eastman to Advansa (La Seda) was reported to have
restarted during the weekend of 2-3 June and may have required PTA stock prior to startup. Most market
players believe that the restart of San Roque will not lead to additional PTA demand overall but a change
in the distribution of where PET is made and PTA is required.

BP is understood fo be looking to North America and to Asia source PTA ahead of its 350 kipa expansion
at Geel in Belgium in Q1 2008. Another major PTA producer has been looking to purchase PTA in Asia
to provide cover, though availability of Asian material has been limited. It is understood that the most
important constraint in obtaining Asian PTA has been a logistics constraint — lack of shipping availability
from Asia.

PTA producers maintained that the minimum increase in PTA price they obtained for April was Euro25/ton,
against a paraxylene increase of Euro20/ton where PX pass through would have been an increase of
Euro13/ton though some purchasers report increases of Euro20/ton or less.

For May, where paraxylene was up Euro30/ton, PTA producers are again reporting a margin increase — of
Euro10/ton over paraxylene pass through giving an overall Euro30/ton increase. Buyers comment that
they have not necessarily sefled May’s price yet, while conceding that some accounts may have agreed
increases at as much as Euro10/tfon above PX pass through.

There is concern amongst buyers of PTA that continued margin increases for PTA producers, increasing the
differential with Asia at the PTA level are leaving the way open for increased imports of derivatives from
Asia. Profection in the form of limits on shipping availability negates the threat fo some extent in the short
term, but it seems likely that buyers will look to resist further PTA margin increases. With Asian PTA prices
having fallen from around $960-970/ton last month to around $940/ton in mid June while European
prices are set to increase concern remains.

The June European paraxylene setlement at Euro948/ton was accepted readily by purchasers despite
the increase over May of Euro68/ton (approx $90/ton) being a premium compared with Asia’s $80/
ton increase. With Advansa’s T7 plant remaining off line and a couple of European PX plants returning
from turnarounds in June, there is no reason to believe that tight PX supply will be a factor in keeping PX
pricing up in coming months. In addition, the current crisis in confidence in Asian PX and PTA has led to a
significant fall in Asian PX pricing with spot PX now well below $1200/ton cfr.

Japanese PX producers have nominated $1245- $1250/ton for July’s ACP, but most observers are
expecting settlement will be down at around $1200/ton or lower. With the upward trend for PX halted and
Asian PTA prices falling, European PTA producers will find it very difficult to obtain any margin increase for
June when pass through would already require the substantial increase of Euro45 /ton.

The outlook for August is uncertain, awaiting the refurn of some confidence in Asian PX and PTA. Assuming
this happens and current price declines are halted, August prices could be expected to be at similar levels
to July with no strong gasoline based feedstock push.
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15 Tecnon OrbiChem

Reports continue that La Seda de Barcelona (LSB) plans fo acquire Interquisa (the PTA business of Spanish
petrochemicals group CEPSA. It is understood that La Seda may give CEPSA a stake in the company as
means of financing the acquisition.

South & Southeast Asia

Reliance Industries Ltd, registered production loss of 5,000 tonnes due to the planned shutdown of its No 2
PTA plant at Hazira in India for one week in the month of May for maintenance.

Indian Oil Corporation (IOCL) is sfill not able to achieve a stable production from its 550 kipa Panipat PTA
plant and has registered a current capacity utilisation of 80 to 85 percent.

Korea

In May, when nominations for the June PX ACP were made at $1290-1300/ton and spot prices were at
around $1300/ton, Korean PTA producers pointed out that if PX price was fo settle at above $1200/ton,
PTA prices would need to increase above the $1000/ton level for reasonable margins to be maintained.
If strong downsiream demand were to be maintained, this feedstock push could be maintained, but should
downstream demand falter then the situation could become difficult.

The June PX ACP settled at $1245/ton, somewhat higher than the $1215-1220/ton range Korean PTA
producers had been expecting and giving concern as to how this could be passed on downstream.
Based on this price, PTA majors in Asia nominated $1020/ton for June PTA. Korean producers however
considered this unredlistically high, commenting that $1000/ton was more reasonable and appropriate,
giving a margin over PX of $165-170/ton.

At the beginning of June, with PTA spot prices at $960-970/ton, PTA producers were uncerfain as to the
response of buyers to the PTA nominations at above the $1000/ton level. One Korean PTA producer
believed that with PTA price at $960/ton, downstream fibres and PET producers could continue to make
money, but above these levels, problems were expected. A second producer felt that PTA could go up to
$980/ton and be acceptable downstream.

In reality a different scenario was played out. Buyers of PTA began to take a ‘wait and see’ affitude. As
polyester fibres markets weakened following the end of the peak season in May and fibres producers

US, WEST EUROPEAN AND ASIAN PTA CONTRACT
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SOUTH KOREAN DMT EXPORTS

March 2007 Jan-Mar 07 Jan-Mar 06

Tons $/Ton Tons Tons

Japan 739 1,066 3,452 4,212
Others 36 1,046 86 306
Total 775 3,538 4,518

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

SOUTH KOREAN PTA EXPORTS

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

Argentina 2,002 834 2,002 -
Brazil 22 869 22 5,324

Syria 154 846 154 -
Australia 140 870 440 320
India - - - 2,002
Indonesia - 2,002 -
Malaysia 2,332 754 8,338 10,098
China 235,843 783 712,905 697,433
Others 174 846 282 -
Total 240,667 726,145 715177

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

were forced to decrease their prices, they could not accept increased PTA prices and stayed away from
the import spot market. In addition, the increased availability of Chinese domestic PTA at lower prices
(equivalent to around $910/ton on 11 June) from new Chinese startups makes it difficult for imported
material to compete.

There has been much uncertainty as to how long buyers would remain on the sidelines based on downstream
demand and inventories. Some market observers considered inventories to have already reached low
levels by the beginning of the week of 11 June and predicted that buyers of PTA would need to refurn to
the market soon. However by 14 June there was litfle sign of any improvement to the bearish senfiment
and PTA spot prices remained in steady decline moving as low as $915930/ton. Korean PTA producers
commented that the market needs to recover from this ‘panic’ mode and felt that even though bullish factors
such as cost push and gasoline season issues had receded it was not helpful for all players in the chain for
the PTA price to fall in this way.

Market players appear now fo be looking for direction. It had been hoped that announcement of July’s PX
ACP nominations and start of PX negotiations for July would provide more information, however by 14 June
only Nippon Oil’s nomination at $1250/ton was available. Reports from Japan suggest PX producers are
struggling fo produce nominations in the current climate.

PTA producers remain optimistic that fibres demand for PTA could pick up again after mid July in preparation
for the Autumn fashion season but for the fime being it is difficult to say where June PTA contract prices will
end up.

At the beginning of the week of 11 June, operating rate for Korean PTA was reported as still at 90% but
with producers remaining ready to take plants off line if a serious inventory build in PTA takes place. Korean
producers remain optimistic that lower PX prices will allow margins to remain at acceptable levels. Based
on lower spot PX prices July’s PX ACP is expected to be a reduction of at least $30-40/ton from May,
though we could see a greater reduction as spot prices continued to fall during the week of 11 June before
some recovery at the end of the week.

Sam Nam'’s No 4 plant producing 500 ktpa QTA was reported to have undergone a one week temporary
shutdown during May. It is now rumoured that technical problems remain an issue for this plant keeping
maximum operating rates at 85%, possibly until the end of the year.
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Samsung’s No. 1 PTA remains shut down since it was taken off line mid February due to the poor economics
of this smaller, older plant.

Taekwang took its 550 ktpa plant off line during the week of 14 May while preparations are made for the
new plant which Taekwang plans to start up in November this year. Takewang was expected back on line
during the week of 4 June.

Sam Nam’s No 4 plant producing 500 ktpa QTA was reported to be undergoing a one week temporary
shutdown during May. At the beginning of the week of 14 May, it is reported that Sam Nam will reschedule
to Q3 turnarounds planned for two of its QTA plants that were to have been carried out during Q2. It is
understood that this is in response to very strong demand for QTA in Q2

With SK Pefrochemical’s DMT Capacity now 90 ktpa, production is expected to be around 60 kipa for
2007 as for 2006. Current operating rate is at 100% in June and demand is reporfed to be very strong
while at the same time DMT supply worldwide is reducing. Braskem recently announced closure of its 80
ktpa DMT plant in Brazil.. The DMT June price is up at $1182-1192/ton compared with the May price
of $1130-1140/ton for local and export prices. This reflects the increase in the PX ACP for June of $80/

fon.
China

With the soaring Asia contract price for paraxylene during the second half of May, PTA producers either
stopped or reduced purchases of PX on the spot market. As the price difference between spot PX and the
Asian contract price (ACP) reduced with June’s ACP settling at $1245/ton cfr, PTA producers still remained
reluctant to buy spot PX. PTA producers said they had no choice except fo continue production based on
contract with paraxylene supplies only and adjust their production according fo their contract PX supply.
This lack of buying interest from PTA producers is a key reason for the PX spot price falling from $1290/ton
in late May to $1115/ton fob South Korea during the week of 11 June, a decrease of $175/ton. Spot
price showed some recovery by 15 June, rebounding to closer to $1150/ton fob.

The July PX contract price was nominated at $1245-1250/ton. With June’s ACP at $1245 /ton, spot price
has now fallen significantly below ACP with a $130/ton gap. Even though crude oil price has remained
at over than $65/bbl in the past month and some fightening of the PX market took place with producers
taking turnarounds, these factors were insufficient fo stem the fall in PX spot price initiated by deteriorating
demand for PX from downstream PTA producers.

Several large PTA producers took unscheduled shutdowns during June due to the high cost of PX. Hualian
Sunshine shut down their second and third PTA lines for around 20 days taking off line capacity totaling
1200 ktpa . Another PTA line - BP Zhuhai, with capacity 600 kipa has also made plans to shut down in
mid June for around 10 days. Other PTA producers have decreased their operating rate under the pressure
of high feedstock cost and weaker market demand.

Polyester producers have decreased their production rate in June. Since late May, sales have been more
difficult and producers were not able to sell all their production. The inventory for all polyester products
including polyester fibre chip, polyester filament and staple climbed to a high level again. Many producers
mentioned their stocks have increased to more than two weeks. Even so, most polyester producers continue
to produce as acceptable margins still exist due to softening PTA prices. A small number of polymerisation
lines have shut down, while some producers made small reductions in operating rates. Because PTA price
has been showing a falling trend in early June, many PTA users are waiting to see if price will fall further
before refurning to buy.

From early June onwards, the domestic spot prices for polyester filament have fallen around Rmb200-
300/ton. At the same time, the feedstock prices for polyester also decreased. The domestic spot prices for
PTA and MEG fell from Rmb8750-8800/ton and Rmb8950-8900/ton in early June to Rmb8400//ton and
Rmb8450-8600/ton in mid June respectively, so margins for polyester producers remained acceptable due
to these softening prices.

ISSUE NUMBER 342 / 18TH JUNE 2007


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

PARAXYLENE INCLUDING MIXED XYLENES, PARAXLYENE AND DMT/PTA

FRONT PAGE CHINESE DMT IMPORTS

April 2007 Jan-Apr 07 Jan-Apr 06

PRICE MONITOR Tons $/Ton Tons Tons
Mexico - - 1,800 3,520

Iran 640 1,076 1,740 1,800

MIXED XYLENE Japan 11,089 442 1,122
North America Others 36 1,306 388 347
Total 787 4,370 6,789

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

West Europe

PARAXYLENE
North America CHINESE PTA IMPORTS

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

East Asia Mexico 1,400 745 6,405 15,688
Japan United States 13 717 1,131 6,990
ltaly 121 321 345 282
United Kingdom - - - 5,040
DMT/PTA Russia 1,880 832 17,944 12,528
North America Iran 18,000 846 94,020 4,000
Saudi Arabia 2,598 791 12,642 21,466

West E
est kurope India 3,034 839 16,720 50
South & Southeast Asia Indonesia 11,238 864 88,404 172,772

West Europe

Malaysia 13,013 857 68,882 4,245

Korea Pakistan 2,139 807 16,444 19,562
China Thailand 104,395 846 465,580 248,440
) South Korea 274,914 856 1,038,423 943,840
Taiwan Taiwan 187,854 864 612,380 706,644
Japan Japan 36,930 868 141,255 197,025
Others 77 656 103 1
Total 657,606 2,580,678 2,358,573

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

ACCESS
TECNON ORBICHEM

ONLINE
CHINESE PTA IMPORTS

(1,000 Metric Tons)

Month 2005 2006 2007 2006
$/ton

Jan 473.7 631.8 778.6 794
Feb 527.4 469.7 559.5 824
Mar 599.6 606.3 585.0 817
Apr 511.7 650.8 657.6 794
May 375.8 532.6 - 814
Jun 593.7 660.6 - 850
Jul 642.4 610.7 - 901
Aug 577.0 695.1 - 983
Sep 670.9 549.3 - 1,071
Oct 439.4 312.4 - 1,008
Nov 483.0 595.2 - 865
Dec 596.7 689.9 - 874

Jan-Apr 2,112.4 2,358.6 2,580.7 806
% Change 10.2 11.7 9.4 (4.4)

Jan-Dec 6,491.3 7,004.3
% Change 13.5 7.9

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

The May PTA contract price was finally seffled at Rmb9000/ton by Sinopec Shanghai and other domestic
PTA producers, an increase of around Rmb350/ton compared with April. At the end of May, major PTA
producers announced their contract price for June at Rmb9350-9400/ton, which was around Rmb350-
400/ton higher than last month’s price. This showed a strong push from the PTA producers to increase their
price driven by the soaring PX contract price. However, the weak market demand for PTA subsequently
forced producers to decrease their contract price. In mid June, Hualian Sunshine announced their June
confract price at Rmb9000/ton - the same price as last month’s sefflement.
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The new PTA plant (530ktpa) of Petrochina Liaoyang started up on 27th of June.

Taiwan

Compared with Chinese mainland PTA producers, PTA producers in Taiwan were more active in taking
measures to resist the high price of PX through mid to end May. In mid May, these PTA producers already
planned to shut down or reduce production sharply in June as they cannot make money according to the
current PTA price and the Asian confract paraxylene price.

As producers reduced their production rapidly, the imported price for PTA was decreasing slowly compared
with the Chinese domestic spot price. So the Asia contract high price announcement of PX had no use on
strengthen the price of downstream products this month.

Average production rates for PTA for Taiwan seem set decrease again in June. Three of Capco’s lines,
including No.2 (205 kitpa), No.5 (400 ktpa) and No.6 (700 kitpa) are scheduled to shut down in June.
There remains only 470 ktpa capacity - including No.3 line (235 kipa) and No.4 line (235 kipa) to remain
operating during this period. Other PTA producers are said to be changing their operating rates flexibly.

FCFC's new PX plant started up in early June however it was reported that the plant is currently operating
only at 50% of capacity. With this plant fully operational, FCFC will not need to purchase paraxylene from
other suppliers whereas the other three major PTA producers continue to need to source from the market.
For June, the high cost of PX for these producers will continue to force lower rate operation.

Capco and FCFC export around half of their production to the Chinese mainland every month. The
monthly export volume of another PTA producer Tasco (formerly Tuntex) has is typically more than 10,000
tons. Invista also exports around 10,000 tons every month. Because Invista has adopted a rebate strategy
similar to Chinese mainland PTA producers, it was rumoured that Invista is making bigger losses than other
Taiwanese PTA producers.

Taiwanese PTA Production
(1,000 Metric Tons)

2002 2003 2004
Jan 269 332 396
Feb 266 332 401
Mar 284 311 397
Apr 277 283 402
May 300 287 365
Jun 270 383 386
Jul 270 401 360
Aug 303 386 393
Sep 333 323 380
Oct 339 342 415
Nov 350 354 379
Dec 349 345 347

Jan-Mar 819 976 1193
%change 1 19 22
Jan-Dec 3610 4079 4620
%change 12 13 13

Source: Petrochemical Industrial Association of Taiwan
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March 2007 Jan-Mar 07 Jan-Mar 06

PRICE MONITOR Tons $/Ton Tons Tons
Mexico 20 1,204 1,680 1,100

United States 240 1,135 240 14

MIXED XYLENE Iran 1,300 1,036 2,600 1,180
North America South Korea 18 1,165 18 1,044

Others 120 1,138 200 320
West Europe Total 1,698 4,738 3,658

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

PARAXYLENE
North America

TAIWANESE PTA EXPORTS
West Europe

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

Japan Russia - - - 8,000

South Africa 3,568 835 5,293 3,100
DMT/PTA India : ; -

Indonesia 2,012 829 8,084 -
North America Malaysia 1,012 838 3,036 1,012
Vietnam 7,987 814 34,961 35,038
China 145,006 834 398,298 482,945
South & Southeast Asia Others 20 1,018 516 220

5,024

West Europe

Total 159,605 450,188 535,339

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

Korea
China

Taiwan
TAIWANESE PTA EXPORTS

Japan (1,000 Metric Tons)

Month 2005 2006 2007 2006 2007
ACCESS $/ton $/ton

TECNON ORBICHEM Jan 208.4 1347 1814 797 843

ONLINE Feb 1637 1993 109.1 799 827
Mar 1438 2014 159.6 785 833
Apr 1468 209.1 . 779 .
May 1853 1739 . 809
Jun 2513 1813 : 825
Jl 1722 1625 : 914
Aug 1816 1217 . 994
Sep 1664 146.0 . 1,033
Oct 1266 736 : 956
Nov 1841 1616 : 854
Dec 2037 2207 . 855

Jan-Mar 515.9 535.3 793
% Change 26.2 3.8 (3.9)
Jan-Dec 2,134.0 11,9859
% Change 30.1 6.9)

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

Japan

Asian PTA spot prices had started fo rise from the end of March and this upward trend confinued into early
June. However, in the later part of the week of 4 June, PTA prices levelled off after they hit the peak of
$960-970/ton cfr. Now in the week of 11 June, PTA prices are continuing to weaken to around $930-
940/ton cfr. This means that the feedstock push from paraxylene in June has not been translated into PTA
prices at all. This is due to weaker downstream markets and prices in polyester fibre, fibre chip and PET
bottle resin. Under these circumstances, it is understood, PTA contract prices for May and June are not yet
seffled. Some market players comment that the May contract price could be adjusted slightly downward
somewhere between the initially announced $950-960/ton cfr and $930/ton cfr. The situation as regards
the June price remains quite unclear, although a price of $1020/ton cfr was announced initially.
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