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Welcome

Far-reaching changes are taking place and they’re taking place faster than ever. In this new era of
‘stable instability’, risks that once seemed improbable, even remote, have become the norm. For CEOs
across the world, ‘expect the unexpected’ has become the mantra. The only solution is to build
organisations that can thrive amidst disorder: organisations that are agile and adaptable, as well as
able to cope with disruption, can emerge stronger than before.

We polled 1,330 CEOs in 68 countries, and talked face-to-face with another 33 CEOs, in our 16th
Annual Global CEO Survey, to find out how they’re creating resilient organisations that can flourish
under stress. Dealing with disruption shows that CEOs are:

» focusing on a few carefully selected initiatives to stimulate organic growth;
» exploring new ways to attract and keep customers; and
» balancing efficiency with agility.

And to succeed in these three goals, CEOs are recognising the role that trust plays, and that they’ll have
to work hard to repair the bridges between business and society.

This report is a summary of our key findings in the chemicals sector, based on interviews with 77 CEOs
in 27 countries.

To see the full results of the 16th Annual Global Survey, please visit www.pwc.com/ceosurvey.
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INntroduction

Chemicals CEOs are surprisingly confident about revenue growth
this year, considering the range of threats — particularly
macroeonomic ones — they see looming.

When we looked at the results of this year’s 16th Annual Global
CEO Survey for the chemicals sector, two major themes stood
out:

1) Growth in China (and foreign markets more
generally)

2) The importance of innovation and R&D

In both these areas, the results for chemicals CEOs far
outdistanced the overall survey and were the strongest for any
industry sector. Chemicals CEOs say their companies are
committed to serving customers better, by going where they're
going and developing the products they need.
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"The disruptive decade

4%

of chemicals CEOs are confident they
can increase the revenues that their
companies generate over the next 3
years
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Chemicals CEOs are remarkably confident about
the future

There have been many disruptions in the past decade, from the financial crisis of
2008/2009 to natural disasters such as hurricanes in the Gulf of Mexico. But most
chemicals CEQO'’s expect to master future challenges of the new ‘stable instability.” 81% are
confident of generating higher revenues in the next 12 months, while an impressive 94%
are confident of doing so over the next three years.

12 months 1
3 years K] 43 51
40% 20% 0% 20% 40% 60% 80% 100% 120%
® Somewhat confident m Very confident
= Not very confident ® Not confident at all

Q: How confident are you about your company’s prospects for revenue growth over the next 12 months? Over the next 3 years?
Base: All respondents (Chemicals, 77)

Note: Don’t know/refused excluded. Not confident at all for 3 years is 0%.

Source: PwC 16th Annual Global CEO Survey 2013
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"What worries CEOs?

4%

of chemicals CEOs are concerned about
volatile or uncertain economic growth
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There are some clouds on the horizon though

Economic
Raw volatility

Exchange material

rate and energy
volatility costs

IS causing anxiety. are going up. Is the biggest worry.
0 . . 0 .
61% of chemicals CEOs worry it 75% of chemicals CEOs are 84% of chemicals CEOs fear it could
could slow down growth, and 30% concerned, far more than across the slow down arowth
are ‘extremely’ concerned total sample. 9
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Macroeconomic worries dominate chemicals
CEOSs’ concerns

Nearly all of the top threats to growth are related to macroeconomic factors. Chemical
sector CEOs see governments as having a major impact on growth prospects.

Uncertain or volatile economic growth

Energy and raw materials costs

Increasing tax burden

Government response to fiscal deficit and debt burden

Exchange rate volatility

Over-regulation

Lack of stability in capital markets

Protectionist tendencies of national governments

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%

®mChemicals  mTotal sample

Q: How concerned are you, if at all, about each of the following threats to your growth prospects?

Base: All respondents (Total sample, 1330; Chemicals, 77)

Note: Respondents who stated ‘extremely’ or ‘somewhat’ concerned. Only the top 8 threats for healthcare CEOs are listed.. List combines ‘economic and policy threats’ and
‘business threats’.
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Chemicals CEOs don’t expect most major
disruptions to happen
...but if they do, there will be a big impact

China’s GDP growth falling below 7.5% per annum

Recession in the US

Military or trade tensions affecting access to natural resources
Cyber-attack or major disruption of internet

A break-up of the Eurozone

Health crisis (e.g. Viral pandemic, food/water safety crisis)
Major social unrest in the country in which you are based

A natural disaster disrupting a major trading/manufacturing hub

0% 20% 40% 60% 80%
m Chemicals CEOs who say scenario is 'likely to occur'
m Chemicals CEOs who say scenario would have a 'negative impact' were it to occur in the next 12 months

Q:How likely are the following scenarios to occur? How would your organisation cope with the following scenarios, if they happened within the next 12 months?
Base: All respondents (Chemicals, 77)

Source: PwC 16th Annual Global CEO Survey 2013
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Facing natural resource threats

Chemicals CEOs are far more worried about
the pending ‘resource crunch’ than CEOs c

i i EOs who are concerned that
across the overall sample, with 75% seeing energy and raw materials costs
energy and raw material costs as a concern could threaten growth
(although some other sectors, like metals | | | |

and automotive, also rate these costs as a o X040 080
SeriOUS threat). B Chemicals ™ Total sample

CEOs who say that they'll increase

More than a third think securing natural investments to secure natural  BEL
resources should be a government priority, res°“rcestf:jfnzrs‘z critical to 24
and aImOSt as many Say they’” INncrease CEOS who say that securing --
their own investments in these areas. natural resources that are critical  BEE

to business should be a 28

government priority

Q. How concerned are you about the following potential business threats to your
growth prospects? How much does your company plan to increase its investment
over the next three years to achieve the following outcomes in the country in which
you are based? Which three areas should be the Government’s priority today?

B Chemicals ™ Total sample

Base: All respondents (Total sample, 1330; Chemicals, 77)
Source: PwC 16th Annual Global CEO Survey 2013
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' Strategies that CEOs are using

e Targeting pockets of opportunity and
concentrating on the customer
 Improving operational effectiveness
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' Targeting pockets of opportunity and
concentrating on the customer

3%

of chemicals CEOs say they’'re focusing
on a few carefully selected initiatives
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Chemicals CEOs are looking to foreign markets to
drive growth

The chemicals sector is already global, and CEOs see organic growth in existing foreign
markets as holding the most promise for growth this year. Deals and innovation follow
close behind.

P NN W W
o1 O 01 © Ol
1 1 1 1 )

% Organic growth in New M&A/ joint New product or Organic growth in  New operation(s) in
existing foreign ventures/ strategic  service development  existing domestic foreign markets
market alliances market

mChemicals mTotal sample

Q: Which one of these do you see as the main opportunity to grow your business over the next 12 months?
Base: All respondents (Total sample, 1330; Chemicals, 77)
Source: PwC 16th Annual Global CEO Survey 2013
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Counting on growth in emerging markets with
China leading the way — but the US iIs important
too

More than half of chemicals CEOs say China is one of the countries most important to
their overall growth. That's more than in any other sector. That’s twenty points higher
than the overall average. Brazil, India and Russia make the top 5 too, with the US coming

In second.
China

USA
Brazil
India
Russia
Germany

Thailand

Indonesia

0% 10% 20% 30% 40% 50% 60%
m Chemicals m Total sample

Q: Which countries, excluding the country in which you are based, do you consider most important for your overall growth prospects over the next 12 months?
Base: All respondents (Total sample, 1330; Chemicals, 77)

Source: PwC 16th Annual Global CEO Survey 2013

16th Annual Global CEO Survey — Key findings in the chemicals industry February 2013
PwC 16



Why China? Customers, capacity and talent

Like peers across the sample, the #1 objective for chemicals CEOs in China is growing the
customer base. But building manufacturing capacity and accessing local talent are
important too. To serve local customers they’re looking to develop their internal service
delivery capacity. The resource crunch is a factor here too, with 44% saying they’ll access
raw materials or components.

Grow your customer base

Build manufacturing capacity

Access local talent base

Build internal service delivery capacity
Access raw material or components
Acquire local operation and customer base

Build R&D/innovation capacity or acquire intellectual property

Access local sources of capital

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%
m Chemicals m Total sample

Q: Which of the following objectives do you hope to achieve in the next 12 months??
Base: Respondents who identified China as one of t heir most important growth markets (Total sample, 414; Chemicals, 39)

Source: PwC 16th Annual Global CEO Survey 2013
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R&D and innovation are a top priority

60% of chemicals CEOssay And 78% of chemicals CEOs

R&D is a top investment say they’ll make changes to
priority over the next 12 increase R&D and
months. That’s almost innovation capacity. Again,

double the overall average, that’s more than across the
and significantly more than  overall sample.

other innovation-driven

sectors.

Q: What are your top 3 investment priorities in the next 12 months? To what extent do you anticipate changes
at your company over the next 12 months with regards to an increase in R&D and innovation capacity?

Base: All respondents (Total sample, 1330; Chemicals, 77)
Source: PwC 16th Annual Global CEO Survey 2013
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Deals still a factor

More chemicals CEOs say they have completed a cross-border M&A over the past 12
months than across the total sample. And more say they‘re planning a cross-border M&A
for the next 12 months (39% of chemicals CEOs vs. 26% overall) too. Our other research
on chemical sector transactions suggests that deal values in 2012 have declined, although
overall deal volume for the year looks to be up slightly.*

Entered into a new strategic alliance or joint venture

Completed a cross-border M&A

Divested majority interest in a business or exited a
significant market

Completed a domestic M&A

Ended an existing strategic alliance or joint venture

0% 10% 20% 30% 40% 50% 60% 70% 80%

m Chemicals = Total sample

Q: Which, if any, of the following restructuring activities have you initiated in the past 12 months?

Base: All respondents (Total sample, 1330; Chemicals, 77)

Note: Does not include all restructuring activities.

Source: PwC 16th Annual Global CEO Survey 2013 *See our quarterly series on industry M&A, Chemical Compounds
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Improving operational effectiveness

3%

of chemicals CEOs say its one of their
top investment priorities for the coming
12 months
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Cost-cutting is on the agenda

79% of chemicals CEOssay  And 74% of chemicals CEOs

they cut costs last years. say they’ll implement a cost-
That’s in line with the reduction initiative in the
results across our sample as coming 12 months.

awhole.

Q: Which, if any, of the following restructuring activities have you initiated in the past 12 months? Do you plan to
initiate in the coming 12 months?

Note: those who listed ‘implemented a cost-reduction initiative” or plan to ‘implement a cost-reduction initiative”
Base: All respondents (Total sample, 1330; Chemicals, 77)
Source: PwC 16th Annual Global CEO Survey 2013
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| Diversifying supply chains

Chemicals CEOs are
worried about
supply chain
disruption

42%

16th Annual Global CEO Survey — Key findings in the chemicals industry
PwC

The chemical industry has shown a strong
commitment to supply chain security, with
a number of voluntary initiatives in place.

One way CEOs tell us they're taking action
to head off the possibility of supply chain
disruption is by spreading out the risk.

Nearly two-thirds of chemicals CEOs say
their companies are diversifying their
supply chains and working with more
partners across varied geographies.

And many are working to strengthen

engagement with supply chain partners too.

February 20
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It's a guestion of trust
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Chemicals CEOs are working to build trust with
customers, employees, and society

Protecting
the

Listening to
customers leaders

. 81% of chemicals CEOs are More chemicals CEOs say they'll
Most chemicals CEOs say customers . . ) . .
. . encouraging global mobility and reduce their environmental footprint
and clients influence strategy—and . . . .
. A , involving managers below board and more are focusing on climate
for 83% the influence is ‘significant : . e .
level in strategic decision-making change too.
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Chemicals CEOs are listening to a wide range of
stakeholders

Customers and clients stand out, but industry peers, employees and supply chain partners
are influencing company strategy too.

Customers and clients

Industry competitors and peers

Employees (including trade unions and work councils)
Your supply chain partners

Government and regulators

Providers of capital (e.g. creditors and investors)
Local communities

The media

Users of social media

Non Governmental Organisations (NGOs)

0% 20% 40% 60% 80% 100% 120%

m Chemicals
Q: How much influence do the following groups have on your strategy?
Base: All respondents (Total sample, 1330; Chemicals, 77)
Note: Respondents answering ‘some’ or ‘significant’ influence
Source: PwC 16th Annual Global CEO Survey 2013
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And they’re reaching out

Chemicals CEOs who see stakeholder groups as influential are generally working harder
to strengthen their engagement with them too.

Customers and clients

Your supply chain partners

Users of social media

Employees (including trade unions and work councils)
Local communities

Providers of capital (e.g. creditors and investors)
Government and regulators

Non Governmental Organisations(NGOs)

Industry competitors and peers

The media

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

m Chemicals

Q: For those stakeholders with some or significant influence, to what extent are you strengthening your engagement program?
Base: All respondents (Total sample, 420-1285; Chemicals, 20-85)

Note: Respondents who answered ‘some’ or ‘significant * influence to Q14a. Please note some categories reflect a small sample size.
Source: PwC 16th Annual Global CEO Survey 2013
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Chemicals CEOs are also putting programmes in
place to develop their leadership pipeline

Encouraging global mobility and international experience

Involving managers below board level in strategic
decision-making
Active succession planning including identifying multiple
successors

Dedicated executive development programme

Rotations to different functions/ challenges

Programmes to encourage diversity amongst business
leaders

Shadowing senior executives

E Chemicals

Q: Do you deploy any of the following to develop your leadership pipeline?
Base: All respondents (Chemicals, 77)

Note: Respondents who stated yes.

Source: PwC 16th Annual Global CEO Survey 2013
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And chemicals CEOs say they are committed to
reducing their company’s environmental footprint

We will decrease
our focus
significantly

We will increase
our focus
significantly

out focus somenhat 66% of
chemicals
CEOs say their

No change in our (_:Om pany_ will

focus INncrease its

focus on
reducing the
environmental
footprint this
year.

We will increase our
focus somewhat

Q: Please indicate to what extent your organisation plans to focus on reducing environmental footprint over the next 12 months?
Base: All respondents (Total sample, 1330; Chemicals, 77)
Source: PwC 16th Annual Global CEO Survey 2013
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For more information, please contact:

Antoine Westerman Joy Winton

Global Chemicals Leader Global Chemicals Marketing
T:+318879 23946 T:+318879 23281

E: antoine.westerman@nl.pwc.com E: joy.x.winton@nl.pwc.com

Or visit www.pwc.com/ceosurvey

Download the main report, access the
results and explore the CEO interviews S
from our 16th Annual Global CEO Survey Dealing with

disruption

online at www.pwc.com/ceosurvey. Strategies to survive

and thrive
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of you or anyone else acting, or refraining to act, in reliance on the information contained in this publication or for any decision based on it.

© 2013 PwC. All rights reserved. PwC refers to the PwC network and/or one or more of its member firms, each of which is a separate legal entity. Please see
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