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Abstract

The butadiene industry continues to be buffeted by both upstream
and downstream pressures, and the unpredictable influence

of competition from natural rubber. Following unprecedented
tightness during 2011 and 2012, the butadiene market has been
increasingly oversupplied, leading to increasingly low butadiene
values relative to other olefins. The butylene dehydrogenation
capacity that was rapidly developed in China in response to the
high prices in 2011 and 2012 has not been economic in 2013 and
2014, and its contribution to supply has been minimal.

Downstream markets continue to struggle back towards historic
growth rates, with developed economies still in recovery mode,
and widespread economic problems affecting previous high growth
markets such as China, Russia and Brazil.

Upstream, the surge in availability in light feedstocks resulting
from shale exploitation in the United States is starting to affect
butadiene production in other regions. LPG prices have fallen
relative to naphtha in all regions, leading to increasing substitution
for naphtha, and a proportional drop in heavier co-products such
as butadiene.

Natural rubber prices remained low in 2014 and continued to exert
substitution pressure on emulsion SBR in tyres and other rubber
goods.

Growth of butadiene, which is a key raw material for production

of synthetic rubber used in tyres and other vehicle applications,
as well as general rubber goods, other polymers, and latex, is
closely tied to production of vehicles and replacement tyres. As a
result, butadiene demand is driven by GDP, new vehicle sales (for
rubber, ABS and Nylon 6,6) and most importantly by the sales of
replacement tyres.

For more information, please visit us at: http://thinking.nexant.com
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Each product chapter is segmented by key region and further
segmented into three principle areas:

¢ Consumption: Assesses historic and forecast consumption;
forecasts are based on projections of end use and economic
activity in each region.

e Supply: Includes a list of all producers, their production
capacity, location, etc, and discussion of the status of new
projects.

Supply, Demand and Trade: Provides historical analysis and
forecasts to 2030 of consumption, production, imports/exports,
inventory build-up/decline, capacity and capacity utilization for
each region.

This analysis will identify the issues shaping the industry, as well as
provide an independent appraisal of the market.
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