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Tmm1"t-dri,,m d�im df th, ron;umcr h,.,, fa, reuching imp"'t thrnugh�t the paint arid coatings supply chain. In the automotive, electronic, household appliance, and other mar­kets, product differentiation is being achieved through the introduction of more varied and in­tense colors, many of which offer multifunctional properties and/or special effects such as sparkle, luster, and color shifting. This key trend across so many industry sectors is driving the growth in demand for pigments in paints and coatings ( as well as for inks, plastics, and other applications). In the U.S., this growth has occurred in spite of several challenging market con­ditions, including rising raw material and energy prices, increasing competition from emerging regions, globalization, consolidation in both supplier and customer segments, and ever more comprehensive and strict regulatory requirements. Despite these challenges, innovation and the ability to provide improved customer service and support will enable established pigments sup­pliers to continue to experience positive growth into the future. 
POSITIVE GROWTH In 2005, the global sales volume of pigments used in paints and coatings was estimated to be 2.46 million metric tons, valued at $9.13 billion, ac­cording to Dan Murad, president and CEO of the Chem Quest Group, a con­sulting firm located in Cincinnati, OH. White pigments accounted for the largest volume of sales by far, at 83%, but only accounted for just over half of the dollar value ( 51.5%). Colored inorganic pigments were the second largest pigment type by volume (13.4% ), but only represented 9.9% of sales in dollars. Colored organic pigments, which made up only 3% of the vol­ume, accounted for over 38% of the dollar value of global pigment sales. Black pigments accounted for less than 1 % of the volume and 0.5% of the 
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tensity of Growth dollar value. Geographically, the Americas and Europe each represented nearly 40% of the sales volume, with Asia and the rest of the world making up the remain­ing 24%. The U.S. market for color pigments for all applica­tions is predicted by the Freedonia Group to grow an average of 5.2% per year, from $2.6 billion in 2004 to $3.4 billion in 2009. The largest application for pig­ments is in paints and coatings (33% ), followed by inks (20%), plastics (18%), and other markets (ceram­ics, glass, minerals, 28%). The printing ink sector is growing the fastest, but growth is expected for paint and coating applications as well. High performance organic and specialty effect pig­ments will experience the largest growth as the desire for new, more intense, and durable colors and special visual effects continues to spread to greater numbers of application areas. The replacement of heavy metal­based inorganic pigments will be an additional market driver. Traditional inorganic pigments, however, will experience an overall decline in demand growth as a result of this trend. On the bright side, more complex inorganic pigments with superior lightfastness and chemical resistance will see increased market penetra­tion, according to the Freedonia Group. 
CHALLENGING TIMES Strong growth in the pigments market is predicted despite the many macroeconomic conditions facing the 
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Market Update chemical industry as a whole. The ability to push through some level of price increases should enable pigment manufacturers to recover a certain amount of costs derived from higher raw material and energy prices. Rising oil prices have impacted organic pigment producers the hardest because these compounds are synthesized from petrochemical-based raw materials. Metal prices have been rising as well, though. Raw material costs are not the only issue. "Economic concerns in end-markets like the automotive industry have trickled down to pigment suppliers," says Dave Glidden, director of sales for the Pigments Division of EMD Chemicals Inc. "The production cutbacks by Ford and GM that started in January 2005 and have contin­ued to this point have had a direct effect on the busi­ness of pigment suppliers." He adds that the increasing competitive nature of the marketplace has resulted in some downward pricing pressure, which has limited the ability of pigment suppliers to respond to other market forces like the rising costs of raw materials and energy. Price increases will likely happen even in the face of increasing competition from low cost producers in Asia, as least for the near term. "Currently, much of the product coming to the U.S. and Europe from China and India is of lower quality. But these producers will eventually address the quality issue and western manu­facturers need to be preparing now," says Murad. Competition from emerging markets is not the only impact of globalization on pigment producers. Many pigment suppliers have already built, or are now build­ing, manufacturing plants in regions of the world such as Asia and South America to better serve these rapidly growing economies. "Manufacturing will be based where growth and opportunity exist," notes Don McBride, chief operating officer for Heucotech Ltd., a Heubach company. "In the current global market, we believe that our customers require products that differ­entiate their offerings and require supply assurance from vendors so that their customers can be best served," adds Michael Corcoran, vice president coatings sales, for Rockwood Pigments NA, Inc. Rockwood is one of the few remaining iron oxide producers in the U.S. According to Harry Sarvis, sales and marketing man­ager with Ferro Corporation's Performance Pigments and Colors Group, "There will always be a strong mar­ket for many different kinds of pigments. The logistics may change, but COLOR sells. The shift appears to be moving East, for both manufacturing to stay competi­tive and for internal consumption as Eastern economies grow. U.S. pigments and coatings businesses will need to shift their focus to niche, high perform­ance products that will be in demand around the world." 
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