SUGGESTS CONTINUED GROWTH,
ALONG WITH CAUTION SIGNS

By dilten irfsh, American Cuatings Associotion
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Economic Backdrop to the ACA Survey
Ad the coatings indis Ty moves to 2006, It contin-
ues Lo solid, albeit not spectacular, growth. The
LL5. ecaromy has likewise cxperienced moderae:
grosarth sinee the end ol the recession. with quarterly
OTF prose th tales tepically falling in the 2-3%. ronee,
aveompanied by conrinued low measured inflacion.
Aathiz article was written, The markels coniingg 1o
anricipale the Federal Beserve beyinning the procezs
of raising the benchmark rate from near zera, bhut the
Fed seems reluctant to pull the Frigger on e rate hike
theraigniiicant marhel conditions that are affecring
rhe ey i Lt 2005 are a strong dollar, oz well s
livw emerey costs that ave belng driven Ty a signi hcant
inerease i LA, erude ofl and nacoral gas peoduction
G Ehe pasl Towe voars,

Thi: Mutional Association for Business Leonamics
T MABE) compiles a conzensus of macroceonomic fore-
casts from a panel of St prodessional umceasiers, The
MATTE pane] prodicied, in its Oetober 2013 forecast.
e GIVE will growr *2,55%, net of inflacion on bath an
average anvual hasis and a fourth guaeter of 2004
fourth quarter of 2015 hasis, o shight increas: from he
lorvcast infhe provioons sucvey conducted in June,” The
MARE panel forecnsts growth to marginally improve
to 2.7% i 2016, This grow th rate is o patable o chal
seer in the poriod allerthe recession ended in 2009, us
shesen i Fiyars L

Lin termix of the major demand drivers for coatings,
construction metrics remain aleomg, cipecially howsing
starts. Acenrding o the WABE pancl forecast, housiny
&lards gre expeotod to inerease from L million units in
21114 ro L1 million units this vear and £3 million in 2016,
Overall, construction #pending has recovered sioce Lhe
depths of the recesaimi, bul us shown in Fioe 2, hos nor
vof relarngd w thae levels seen during the hoasing hoorm,
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Far e complete ACA Surviy Duetview, see the
lanuary digital issue of CoatingsTech

with Fhe residen gl poriion of
construction sperding remain-
e well below the pealt in 2004
[although nonresiden sl spemd-
ing has temained fairky steady
during the entive perind).

Flerwresver, the AT pancl s
anmeswhal Tess bullish on indus-
trial production, as it lowered ics
expectations for 2018 indusrrial
production grow i from 2,3% to L7%, May acconnts
have wolribured o disappointing pace of LS. expore
growth In 2013 to the strength of the 15 dellar
the economic wealoness ol TU.E Lrwding partners, 1he
MARE panel's vicw was that the wealness of LS,
Lracling: partners was the move significant factnr in
wealt export growth.

The TLE. coarings indostry similarly has seon stendy
groawth singe che eod of the recession in 2009, and
althongh value hos exceeded pre-recessionary Tevils,
averall volume of 1135 coatings indusiry production
remaing helme rhe peak wears of the mid 20005, a:
shown in Figure 3,

2015 ACA Economic Climate Survey

ACA has periodically surveved its business eaders
about thelr pereeptions about current candicinms «md
their expectations gning lorward for the costings
industry and che averall coonemy. and following

T 2014 sutvey, ACA sgain conducted an econmmic
climate surver 1n Septetber of 2005 Tndustry pur-
ticiparion in fhis survey contindes i e wood: o all,
3 ACA memhers pariicipaded in this undertaleing,
with approximately 41% of respondents representing
coatings manmfacturers. 41% supplier membees, amd
18%: frowm distributors and ather rmcmbers,” Of the

Gross damestic preduct: Pa:tant change from
preceding pariod in real gross domestc procusi:
Percert: beasanally adjusled sLannual rates
[Cuarkearly)

Four Quartar Mowing Awva., GOP: parcret change
fron~ praceding peric, SA4F

PAINT.BRG CDATINGST-(H 39



il Cersramar il os!

L

AR

bl

LS

FIGURE 4—Comparing 2045 econstnle conditions to those experionsed one

year aga |2014).

coatings manulaclurers, approximately
4% muarker their produets natinnally,
with the remainder heing reginnal
plarers, and the mis of large and small-
to-medium companics shows abour 52%
having sales exceeding $100 millien, and
bt 18% below chat line. Suppliceand
distriburar partizipan s were similacly
repreacncarive, wilh ubout 12% selling in
eyress of 3250 million into the coatings
marker, and the reat helow thar lgurm.
The induatry eomtext in which the
2003 survey was comdueted 1s oot
o1y M redatively steady pace of the
reeneery sinee 2009 discusscd ahove,
bt also the generally sireng prowil in
coatings producinn chat the mdustry
has expericnced during the pase few
years. The coatings industry zrew 2.5%
in volume and 2.2% in value voar aver
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vesr I 20104 with all thres secmentz
pArchizeemural. GERK, and Special
Purpnsc: showing incredscs in volume
arul value The industey bus prown
from under $1% Billion in 2000 te over
22 hillion (projected) in 20152 The
respanEes o ehis sureey, poriicalyrly
the projections fur fulure wiowth,
shonld be seen in the context of a
number of vears of sustained and solid
induscey griwch.

Views onCurrent Conditions Compared

with Previous Years

(heerall, the respondents inothis veur's
survey prowided o sormeehat less opri-
miztic ontleok for the industry than 4id
the reypondents in the 2014 surver.®
Thia years survey saw manulacluters
and suppliors® eapressing mized views
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ABURE 3—Ceatings industry valumefvalue, 20052015, Source: U.5. Cemsus;
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FIGURES—5ame question as Figure 4, 205 responses ve 2064 respanses

iWnrz Lk warss

an cureent (0150 conditions versns a
yudl 8pt, with coatings manufacturers
SRPressIng 4 noticeally mnre posicive
outloak than did supplives (Fivee 4),
Slightly higher aumbers of 2008 respon-
Junts viewed the current climare as
berter than avear age  howeser, 2 sig-
nificant namber vigwed 20015 condiions
as bBoiuy worse than 2004, Moreover

(s shown in #imee §), the respondents
taltting thie 2414 survey e llich was con-
ducted at ronghly the sane time g yoar
aped, Tarpcly vicwed conditions as being
b rer ihan the previous year (24013),
and virtaally none had viewed cthem
asworse. The 2004 sureey, long with
BEresting 3 rmere positie view of cur-
renl conditions than this vears survey,
alve showeed siuppliers 2 having a more
positive view of then cuerenl conditiona
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FISURE 6—Comparisen of current [2015) ecenomic conditions 1 those company was

Suppkors and Dlstribitees.
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FIGEIRE B—Company’s current [2015) manthly praductian levels fvalume} compared

1o priar year {manyfacturars vz supplers).

than did restings manufaclurers—he
opposite of 2003 responses,

In additien to asking both coatings
manufacturer and supplice respondents
PO CompUTe CUrTenl coonesic cond il
facing thelr companies to those of one
year agn, the respondents were also asked
b bk brack bwers vears and provide cheir
vicw gg Lo b careen! cond ioons wers
Im comiparizen te tweo wedrs aga (2013
versus 20030 Again, while the majority
al manufacturers, along with suppliers,
s currenl condilions as cither having
traprovel (o st lowsl baving slayed che
same) oveT those of fao vems ago, mann-
lacrurers expressed a more posicive view
an gutren | eesiomic conditions than did
supplicrs—a reversal of Ehe 2004 ey
resnlts i which suppliers saw yTeater
improvement over the two vear period

Up =-10%

Upngmsp g Uy 20,3584
138

B Coatings Wl

Dogem 1-GM T 5-10%

upl-a% Aot the
seme -1

Upe3.LIM T 258
e kf-E

prior year, 2015 vs 2044 (all responderts).

X014 rersus 20120 Lo this vear's survey
vt byl of manufacturers viewed condi-
tioms as having improved over 2003, while
roughly equal numiber of supplicrs sww
things as hetter, about the same, 0r worse
than they weore rwirvears ago (fiyore §).

Comipanics wore 8150 asled oo previde
wiews o current produelien vohymes
vieraus thase of avear age (with supplivrs
askad i ennsider cnatings industry cus-
tommers speciNeally). This again showed
a srrong peak around  rise of 1-5%, with
supplievs showing aslipghtly less posilive
vigw on this topie (irare 71,

The 205 resulis for this gquestion, as
with the queslicn abontconditions in
ganeral, shiow somwahul less o nee
in the indusoy than did the responses
proyiced Ty 2004 respondenrs, As
shown in Figere 8, respondents said chat

enrrent production levels ate wenerally
wpr over last year by a relatively small

‘margin, as comparad with those of the

prinr year TTowaver, comgs ring chis
you s surved Lo Lhe prior vear's vesolls
(Figure 81 shows a considerably nwre
Pesitive outlonl: than the 2015 results,
T4 15 importa ng b note that this year's

mummbers s vrerd in g positive diree-

tiwm, but that they do suegest develorad-
ing growth in production levels for the
industry mverall.

Futurz Expectations Remain Positive

survey rezpondents were asked, ns 1o
presious anrvews, alnoat cheir expee-
Latlions peing Taewdrd, benh foe vheir
conypany anl for the industoy as 4
whole. Despite the deceleration in
growth noced above, there remains a
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Sgkliers and Distribeia:y

FIGURE 7—Campany's current monthly production lavels jby volume| comparad with

20015
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AGURE S—Cempany’s current manthly production levels {valume) camparad with
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FIGURE 12—Finishet goods Inventories 1evel compared to & yaar ago.
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FIGURE 13—Finished poods imventodes, Chericel manufacluring. Source: Census Bureaw.
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fairly strong Mecling among respondenta
thar Lheir own company™s revedug
growtl in 2006 will romain fuirly
stronyg Crnere A of contings manutac-
Irers aaw Tovenue growth in execss of
2%, and suppliers appoar oy nlicipye |
rebound fromn rhiy vear, with over 30%
expecting rovenne growth above 2% (a7
shrwn 10 Fignre 160,

As hay traditionally been the case in
this survey, rospondents are sliphtly less
optimistic about the induatry as a whele,
peedicling a slightls Tnwer Teved ol grow Lh
in the industey, T still at a relatively
strong level. Qe 305 of respondencs see
indusiry growth exceeding 2% Galthaugh
only 4 few respondencs foresee indos-
try growth exceading 3%, a5 shown
in Figure 1. This is n somewhat less
aprifmiztie forecastthan last yea s survey
produced, where rouphly 2004 of Tespon-
dents predicred sales growth inexcess
of 3% and no respondents predicred a
decling in sales revenur,

One mdicator ol 4 possible slowing of
demand for coulings thar has generally
been neulral i prior surveys, but in
rhis yoar's sUrvey sugEests a polon-
tially negative trond, is finished woods
mventories (Fivare 12} Lo previous
vears, most suppliers and manufactur-
ers reported thar their finished goomds
inventortes were aboul the sume as
thew werc a yer carlier, with relatively
stnall nuimbers of respondents reporcing
thar they were Ligher ar Tnwar i moee
or less equal propnetiions, This year,

im contrast, while over half reported
“about the aume,” vver 309 of respon-
denls reported thar cheir linished gomls
imvenrories were Up. The Consus data
on the overall chernical industry does
suggesta rise in finished goods invento-
ries in The chemical value chain over the
prasl vear ns well (Fiooee 130, This sorl of
inventory build might be supgestive of
slowring dema mld for coatings.

Wacrovronomic and other threats o
rhe overadl LS, econmmy ware 8 concoern
10 respoendents, as alwyys, Both manufae-
turers and supplivrs apreed that the larg-
esr & nghe threeut by far was the possibility
ol 4 recession n Clhiina and/or Rorope,
with ether potencial thrcaey Talling Tar



behind. as shown in Fivure 14, Falling far
behind this risk were such coneerns as
prrice detlation and an interest rare hike
by the Fid,

Besponses regurding vann commpany
challenges and risks abways provide
interesting insigheinto the voear ahead,
Suppliers and munmfacturers were both
presented the same list of such chal-
lenges and risks, and interestingly, their
petspoclives variol w groad Jdeal (Fiyures
13 and 160, Manufacturers, a5 usnal, found
the current regularoy environment
theirbipeest challenge, while supplices
chose “ether ws their biggest challenge
{of listed choices, suppliers belisved that
“axcesaively lean customer inventories”
iz Uhe major concern, with regolamey
pressures falling behinul thath, Looking
atvolunteered supplier responses to
“pther,” many of those focused on coe-
remey urel [oreien exchange s, soll
consunier demand, and the nopact of
the cost of ¢il an upstream projects that
could impact capacity.

Supply Constraints Inaease

This year’s survey revedled that cnatmnq
rani faclurera encountered [ewer diMi-
eulries in ebraining raw matoerials than
inn 2014, Respondents were again asked
whecher their company had enconntered
any prohlema or diffcultics inabrain-
iny une or roore Taw materials during
2015, When asked this question in the
fall of 2013, velatively few respondents
indicated any issunes wirh raw material
wvailubilive, while in 2034, that figurce
had risen sfgnificantly over the prior
vear {Figure 17). This vear's surveyv sug-
posts a roversiod m the supply availahil-
Ly seengricseen in 203, Addivonally,
while the few companies who reported
rawr muaterial constraints in the 2013
survey indicated no adverse effects an
praduction, this years sureey revealod
that mearly 704 of respondents faced
some production issues that arose due to
supply chain issues

Owilogk for Construction

and Mamufacturing in 2016

Archirectiral and OEM eoatings are
Targels driven by underlying growth in

Azrassion in China arcfor Europe
Hipher Inflaticn
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FIGURE 14—Challanges that could endanger the currenl U3, ecotomlt reeovery (kwer number = hlghes concetn).
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FIGURE 16—Tap rishs to cormpany's finandlal welHbelng over the next 12 months, Suppliers ane Distiulos.
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tlieir end nse markets: const rcHon g
real estake in the case of weehireetural coat-
ings, and durable goods manufaccuring for
OFA coarings:, Bespondencs w ith inelve-
naent in architectural coalings were ashed
to provide their lureeist for construetion
and real eslale markets for 2015, Similariy,
hose participating {1 the QTR ol ings
segment were azked b provide cheir 2005
forecast for durable gooeds meannfaernring
and auramuolive producton.

Withrezpect to architectural coalings,
the executives in thar meathel lovesee maoder-
ane grewrth o those demund drivers, witha
mainrily of responses stggesting ovosch
cither heing in the 1-5% range or higher,
while a srnaller number ol respondenls
predictrelativeby Ml groscth or even decline,

Eimilarly, those crecutives involved in
OFEM colings senerally see decclerating
grinwth in boel durable goodds mam-
facturing and mabor volvicly production
(Fipure 190, Those responses were dorwn
Mream Tasl vear's results, which were much
e bullish in borh categorics. TTowawr,
In conthrast to Jast yEars SU vy oTie TespoT-
dent predicted 8 drop o production,

Reduced Hiring Ahead?
By vespondents provided their
views on the availahilivy of a qualiied
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work[ovee ouw wned 1In the furure. This
vear, as last. coatings respondents wors
asled whether they had expanded vheir
wirk fewer: in Ehe past year, and were
also wsked whether they have had any
difficulries in filling positions fehethor
ferr e posicions or for replacemems
lor departing sorkers), The answers
were luss pusilive in terme of the overall
industry cutlook, with onlv a third of
respondents veporcing that thoy rave
e ndded theiv manulcluring work-
foree in Lhe past year, ws oppozed to 0%
haviny dowe s in last vear's survey.

iIn the ather hand, compa nics reporled
snmewharbetbor resules 25 1o the Do of
whether they have cncountered oy dif
fieulties in attracting and hiving qualificed
manutacturing or production workers [ (1]
any vacancies. While 28% of vespondents
reporlcad heing able w s iraet quatified
workers inthi 2003 sarvey, half of hiring
corapanies did so i this year's surey.

Conclusions

Lhe results of this year’s ACA survey,
wlhile net as bullizh as they wera lasi
vear, seill ancicipate a posivive dircelon
lar the industry, which Lyilds upun
unbroken slring of growth extending
back to 2000, Coatings demnand is highly

Azt £h sare

W New nome
LONSTELCTN

Zale of existeng hames
W ool prope -ty

maintenance and vor-
atructrn Achiviny

FIGLIRE 18—
Forerast for 2016
Consirucion actndty.

Dot L-53%,

W Crearzll
Aurahle genicls
manufaeturi-g

tdntnrwehicle
pracucticn

FIGURE 13—
MaruRcturiog oulkeak.

Frpnun = 5%,

dvpenden on construetion and real
calate mobility, as well ag manufaccar-
ing, anid the dircetion these key compo-
nents of the cconomy take is crivical to
the:hicalth of the coatings indusiry, =

EMDNOTES
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New Products

Silicone Palyether

Doy Carning has launchad a high-
performance silicone polyether that has
been developod to provide good loveling
and slip in waterbarns, sglventborme, and
racliaticn-curable painls and ings. Dow
Coring®@802% Additive is compatible with
acrylic, cpawy, polyoster, and urethang
formuatians. &ccareling o tha company,
e addithve iz ellective at low addit'cn
levels, and can be diluted in aloohals,
glyeal ethers, aramatic sehents, a1d water,
The praduct s sullable for both food and
norfeod applications. Vist dowcaming.com?
coctings for additional details.

ANTI-LRAFFITI COATING
A pew anti-gratfit continge has been
inrroduced by The shersdin-Willianma
Company. The Protoectbee & Waring Anli-
GraMii Coaling provems graffivd from
aclhering to vnderlying surfaces, allowing
wrweleome artarorl tn be washed aveay
eaaily. Designed o help cilios remove—and
prosegml—prutfil L the reade-to-use soluton
i itended for use over bave concrete or
previcushy paineed surfaces. Anci-Gra i
Cloaring i 8 permancnl soludion that
criedles + ponstick surfaceto repel zrathd
fron paint, spray paint cans, and perma-
uent markers withnut chomical cleaning,
abragives, eepaitiling or reapplication,
Additional infermation eon be obtained ar
wwwaherwin-williamscom. @

RIIST REMOVER

The induserial cnatings business of PPG
Tnduarrics has incroduced Corroldacn™
44y rusi remover larmulubed with-

out phosphates wid other strony acids,
Designed oo be maore effective at remoing
ruel and mill seale, the citric-acid-Tased
el dlegner s safer Torusers and the
envirommmnent than traditional sinding,
sanding, media hlasting, or chamical-
hased solulions, Regaorted fearuees of

the product imelade s shear-thinning gel
srruchne for easy spray application aond

a Ine-ghear thixotrepy that adheres the
pracluet losurlaces on which i s applicd,
Corroklesn is imtended for oleaning indus-
crial machinery, hot-rolled steel fabrica-
riens, heavy-duty consiruetion equipment,
wilves, radler Framass and other egquipment
that ix sensitive to blast media, For more
informacion, visit wwnw ppamuctinish.oom.

DEFDAMERS

Lirerald Performanose Mareriabs has
annnunced the latest products in their
Fowrn Tysl sories. Foant Blasr 4001 s 3 wer-
VO, water-Jdisporsible foam oonlrel weent
based on mineral cil. The muld-parpese
product is intended for nuoony graphic

avds applications. Fram Tlast 4288 iz
arere-YO, arprnica - nodi fed-silivome
detoamer that is desipned foruse s
range of paints, inks, and coatngs. Foarn
Tlaat 4213, a2 W00% accive crgano-modified
siliconesynl e aniloam, s feernlalcd
o be coraparible with nuost organic, water-
based, and energy-curable systems. Also
introduced T the series iz Tnam Blaso 4149,
TS el v, T W00 minera l-mil-leee

defonmer developed for nquenus and
eneroy-curahle architectural and indus-
rrial ceatings, Addilional specifications ar
wvailuble at wwwemeraldmaterials.com.

SiLAME-MGDIFIED POLYMERS

Fyonik has released details on
TEFOPACH B, These silane-modifed
polymers have been develaped with
lateral crosslinking Munetiens which
velewse ethanol during the curing
process, TEGOPAC RD can be wsed to
decrease the visernsity of adhosives and
soalant formuolations o1 to develop non-
staininy sdhesives and sealant prod-
uets. The polymers can he formalaced
with warinus plasvicizers, Nlers, and
orher wddilives to address applications
like parquet adhesives, roof sealing
applicatinns, ot pressure aenattive
adhesives. For peoduct inflormalion,
wisi | wunerurih.com,

PHEMNALICAMIDE

Cardedite has cxparded Vheir portfolio
ul vpoxy curing agents with the release
of LITE 3025 curing agent. LITE 3025
is a solvent-frec phenalkamide for
medivm ard high solids heayy duty
cposy coatings, The curing agent has
been dezigned o protect surfaces from
highly eorrosive environments and
harsh acmospheric conditions, When
usend in prodedctive eoating formulations,
the product ix intended to offer prop-
erties similar o medivm moleeular
weelght polyamides, bl with the bene-
fits lypical ol cashew rechnology, Learn
muore at wiww cardofite.com, 5
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