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Euler Hermes: German chemical industry face increasing competition from Asia
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Germany’s chemical industry is number one in Europe with just under a third of market share
Globally, Europe and Germany are losing market shares due to increased competition from Asia,
especially China
German chemical companies still well positioned thanks to efficiency improvements and energy
savings, with most achieving double-digit growth in profit margins
German companies increasingly focused on growing specialty chemicals market

HAMBURG - 24 APRIL 2014 – According to the findings of the latest sector report by Euler Hermes, the
global leader in trade credit insurance, German chemical companies are still number one in Europe and
the sector’s global leader in terms of exports, with a 29% market share in 2012.
Their lead however is dwindling away: At 11%, Germany’s market share of global chemical exports means
it is only one percentage point ahead of the US (10%) and 3 ahead of China (8%). The global market
share of Chinese companies is growing at lightning speed and has tripled since 1992, while Germany’s
chemical sector is steadily losing ground, down from 16% in 1992 to 11% in 2012. As Germany’s third
largest industry employing a total of 436,000 people, chemical companies are well positioned with consistently high profit margins, although the country’s lack of natural resources and rising energy prices are
creating problems for the sector.
Energy prices and raw material costs weigh on the sector, but companies still posting high profit
margins
“The country’s lack of natural resources means that German chemical companies are totally dependent on
the world market prices of fossil and mineral resources,” said Thomas Krings, Chief Risk Officer at Euler
Hermes Germany. “Rising energy prices also present a huge challenge. In recent years however, companies have successfully held their own in the price war by means of ongoing efficiency improvements and
massive energy savings. They are reporting solid increases in sales and in most cases even double-digit
growth in their profit margins.”
The announced continued exemption of most chemical companies from the EEG reallocation charge provides additional planning security for this energy intensive sector, whose annual energy consumption is
around 50 terawatt hours (TWh) – more than four times the annual production of Germany’s most efficient
nuclear power plant.
Growing competition from China: German chemical companies focus on specialty chemicals
“The sales increases are due first to the innovative strength of Germany’s market players and second to
specialization and the harnessing of synergies through close cooperation between individual firms in Germany’s big chemical centers,” said Krings. “But competition from Asia, and China in particular, is growing.
If they are to withstand this competition and continue to be successful, German chemical companies really
need to focus systematically on specialty chemicals, as this sector is slated for strong growth in future.”
Specialty chemicals to see dynamic growth over the coming years
Experts believe that the specialty chemicals sector will see dynamic growth over the coming years, particularly when it comes to high tech products that are only produced in small quantities but have big profit
margins. In 2011 these specialty products accounted for 54% of the global market, and this figure is forecast to rise to around 58% by 2020. Mass-produced chemical products on the other hand will lose ground
in future, with experts predicting a fall in their market share from 46% in 2011 to 42% in 2020. Additionally,
mass production will increasingly be concentrated in countries with abundant natural resources and low
energy costs.

Medium-sized companies make up 80% of the German chemical market, leading groups 20%
On the back of this specialization strategy and a continued increase in energy efficiency, Euler Hermes
predicts a 14% rise this year in the profit margins of the German market leaders (Tier 1 manufacturers),
which together account for around 20% of the market in the country, while 80% of the companies in this
highly diversified sector are medium-sized companies. They too are expected to grow their profit margins
by approximately 12% from 2013 to 2014. In terms of increased sales, their predicted 4% increase may
even put them ahead of the big groups, which according to the Euler Hermes survey will see a 4% drop in
sales.
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Euler Hermes is the global leader in trade credit insurance and a recognized specialist in the areas of
bonding, guarantees and collections. With more than 100 years of experience, the company offers business-to-business (B2B) clients financial services to support cash and trade receivables management. Its
proprietary intelligence network tracks and analyzes daily changes in corporate solvency among small,
medium and multinational companies active in markets representing 92% of global GDP. Headquartered
in Paris, the company is present in over 50 countries with 6,000+ employees. Euler Hermes is a subsidiary
of Allianz, listed on Euronext Paris (ELE.PA) and rated AA- by Standard & Poor’s and Dagong. The company posted a consolidated turnover of €2.5 billion in 2013 and insured global business transactions for
€789 billion in exposure at the end of 2013. Further information: www.eulerhermes.com, LinkedIn or Twitter @eulerhermes.
The 1,500 employees of Euler Hermes Germany are based at its headquarters in Hamburg and in other
offices. More information: www.eulerhermes.de

Cautionary note regarding forward-looking statements: The statements contained herein may include statements of future expectations and other
forward-looking statements that are based on management’s current views and assumptions and involve known and unknown risks and uncertainties
that could cause actual results, performance or events to differ materially from those expressed or implied in such statements. In addition to statements which are forward-looking by reason of context, the words "may", "will", "should", "expects", "plans", "intends", "anticipates", "believes", "estimates", "predicts", "potential", or "continue" and similar expressions identify forward-looking statements. Actual results, performance or events may
differ materially from those in such statements due to, without limitation, (i) general economic conditions, including in particular economic conditions in
the Euler Hermes Group’s core business and core markets, (ii) performance of financial markets, including emerging markets, and including market
volatility, liquidity and credit events (iii) the frequency and severity of insured loss events, including from natural catastrophes and including the development of loss expenses, (iv) persistency levels, (v) the extent of credit defaults, (vi) interest rate levels, (vii) currency exchange rates including the
Euro/U.S. Dollar exchange rate, (viii) changing levels of competition, (ix) changes in laws and regulations, including monetary convergence and the
European Monetary Union, (x) changes in the policies of central banks and/or foreign governments, (xi) the impact of acquisitions, including related
integration issues, (xii) reorganization measures, and (xiii) general competitive factors, in each case on a local, regional, national and/or global basis.
Many of these factors may be more likely to occur, or more pronounced, as a result of terrorist activities and their consequences.
The company assumes no obligation to update any forward-looking statement.

