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Asia Pacific Coatings Region

Korea and Australia, value generally
outpaces volyme, which should not be
surprise, given their status ns doveloped
coumtries, Berwoeen Lhe yoors 2003-2018,
paints and eoatings revermes for ARAC
grew {rom %56.2 billion tu §74-2 hillion
represenlitg 18,5 hillion lters and 23.7
hillian liters, respectively (Fiwares T and 2).
Talk with practically amvone in the
1.5 manufacturing industry abuoud
APAC, and the conversulinon will almaost
certainly dovolve Into a discussion ahour
China, and the person to whetn you are
speaking is vory Whely oo express some -
rhing other than indifference or conl
detachment about “Chirta.”™ The subject
uf China 1ends o hring forcl dynamiz,
nften emation-laden respenses, in
which it s seen as cicher a friend or fo,
or— especially among the larger, more

glohalized corporabions—ae cirther a
enlleagie ara competitor. For example,
General Motors SEO Mary Bures onor-
rectly sees Ching as an cxciting country
in which to be producing cars and Juing
hisiness—Lbd's 27 plants, buill o serve
the Chinese market in the Peaple’s
Eopulilic, produce sod sell more curs
Man s 29 L5 planus, arnd the profics
that they generarte come from Chiness
sulus and are nsed to run the Chinese
plants, WS, profits are not involved in
G Chinese business, mor have any
114 plants been “moved to China™
Althouph 30,000 Buick Envisions ware
builtin Ching wnd sold Tn the United
States in 2008, this is such a small num-
bor tronghly 4% of GRS lotal sales in the
United Stuncs) that its impact oo G
manu [aeturing business o Lhe Tnited

FHSURE 1—20H8 AFAL coafings within the global market {volume=23.7 billlon Ifers).
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Srares 1s neglivible! On the ather hand, a
LA, firm manufaetoring «nd selling tex-
tiles, phastios or puper products sees not
somuch an opportanity for expanding
prroduction inta an indigenows Chinese
imarket, ws G has, but racher a1 ype of
ierreartial “black hole” sucking business
ot of the Lnited Siares and ints China,
with valy minimal hope of cver reclaimm-
ing the Tost production, Just as beauty is
in the eye of the beholder, so 100 is cthe
pudament af “grodoess” or “hadness™ of
Chinese manufacluring activity,

Woat readers of this article, however,
are neither building ciars nor weaving
Lescliles—they are making, purehasing or
providing raw matidsls fnr paints amd
coatings, For Meroer or worse, how do we
pereeive China as we vonremplate the
future of v individoal subsegments of
the TLA. paints and coatings industry?

Again, everythiteg is relative to
citeinmafances totime, place, eeo
nomie coscditioms, cost of Tabor, cost of
covrpy, availahility of cargo shipping
capacity and a host ol other factors,

Cne princips] ruism, howeyer, s that
rhe 118 paint and coarings industry is
not genwerally wulnerable to imporis of
paints and eoatings, due 1o he products'
ahipping weighl and the associated
Lransporration costs, Yery linde pajnr is
actually shipped inm the United Stales,
nor wioy d wae ewpect it o be—ad% of
the value of the toral T8 paint indus-
try, based upon fivat zale, is imparoed,
and roughly 43% of thal is [rom within
Morzh Americs?

The'same is true of paine beingr
exprorted b Lhe Tnited Starcs—1 hare
iz ot very mueh of 11 (9.3% of total
value, 70 of which is shappod within
Morth America; primarily hecause
the cost of lransportation i simply
loo high. In general, this is « scenario
that is repeaied on a global bayis, cven
in Europe, where distances 3 mong
COUTIETIES, POT s, PReRent few barriers [n
commeree of paints and coalings. The
majority of the firsi- snd second-worli]
countries have their oven paints and
Ysadore, Chris, “The Facts &Ahowk China, GM
and its Four Plants Slatad for Clasure,” CHN
Business (Seplamber &, 2019); accessed af:
g deanionn, com2 IR0 05 b sivas
trmi-Rerra-gm-fact-checkdaca, ki,

*North &merican is defined, 1 the contest of
this article, as Canada, the Unitec States and
Wewicn.



FIGURE 2—APAL coatings market (2013~ 2023f.
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coglings industry, and that imdusiry's
prrediecion is vepically nred peimarih
within the couneey, Par, thecelore, is
not t¥pically exportid Mam China. Inis
ot uneesmmon, however, for consumer
ard durable goods to be either man-
ufactured in Ching, painced 10 hing
amd Then eaporeed w vther paris ol the
world, or for sarticles or pares of articles,
such s furninure components, Lo b
shipped to Ching, painted, and returned
to the counlry of nrigin. Cost of energy
is cibting o eliis, but it has had quite
an unpact on cortain T8 end-markets,
such as line furniture, beginning in the
early lowis, (Tronically, some of this
business las now moved froin China oo
orher countrivs wilhin APAC hecouso
they havi now hecome lovwer-cost pro-
ducing areas,)

Fur these reasons, the Chincse paines
and coatings industry is moest clearly
observed, smd mnac acourately and
objectively portrmeed If we sfudy only
the mdustry ivsell which is comprised
ol 10000 coarings M fuclurers,
comeenerated in caswern, central amd
sogtbeen D hina, rather than concan-
cracing on1 the wocd, plascic, wmeeal, a4
composile articles that Chinese industry
[rints and expors.

CH Ching's L0000 or s0 coatings
producers, the rop 100 aeeount far 500
of the solume, af which ronghly 700 s
(AT {The top 1000 produccrs aceomt
for -8l a1l cearings produced )
China has ~4 000 poveder coarings pro-
ducers, with small enterprises produc-
iz Tess than 1,000 kilogramsfannuo,
Clearly, comsolidation (ehich 1s alvesdy
underway among the muleinatiomal and

jolar venlyre producers: will need oo
cyealate, abetted by Haing rave mare-
rial costs and increasing regulalory
T renents.

Chings evieea ) povtion of beth valus
and volame for APAC cenlers on G0,
and ics 2018 revenue constituted - 544,35
billiom ol APAC s votal sales of $74.2 Bl
Tigr on sales of rouphly 142 out of ALACS
227 billion Tiners (Figure 3.

Tcking at thewe mumbers on a glakal
acale, thiy mesna thar China’s $44.5 bil-
livn repregents approximataly 28% of the
glabal paints amd coatings industry's 3158
billion walue, and its 14.4 hillien liters
represent 32% of glnhal volunie of 42
million liters: sa whether in 1he context
al APAL orinvhe eontext of the #lobal
coatings induatey, Clhina covlainky stands
QUL a5 A e coalings-producing nation,

All thiv zaid, however, Chiou is nat
wynyTIouE with APAC, despite the
size of it paints and coatings indusi e
T iz casy, but neither wise nor appro-
prizze, to overlonl che faer chat 40
of comtings produced in APAC da not
emanate from China, and compride »
very sighificant volume of 9.3 Billinn
liters walued g1 nearty £20 billioa. The
CAGE For the entire AUAC repion
C20LA -20LE) vweus 3.0% (volume) and 5.7%
ivalney, and projectad grow th lur the
period 2018 -200230 18 4.4%, (rolume) and
5.29% Dval oy This sugpests thal value is
sleraty carching up towolume growth in
the megion's under-developed couniries

MARKET DYNAMICS

Tr APAC, the largest slice of the comtings,
production pie is archileciural coatings,

World Coatings Council's
Giohal Market Analysis (2019~2024]
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ABRAFATI - Braalllan Palnt Manufacturers hesaclation
ACA - Amesican Coatings Assoclation (Sestariat)
AHAFARYT — Mexican Paint and Printing Ink

Manufacturers Azsaciation

ARWF — Australian Faimé Manufacturets' Faderation

BLF - Brltlsh Coalings Federation

BOSAR — The Tarklsh Palnt Manukaclurers &sodallon
CEPE — Ewrypesm: Coumndl o the Peint. Priring Ink smi Artists

Colonrs Indudry

EHCLA - China Natienal Contlngs Industry Asseation
CPCA - Canadfian Paint and Coaings Assoclation
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Bdhesives hesoclation
1P — Il Pealtit Ascoclatinn

JPHER — Japan Pain Manufac burers Association
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SHPMA — Scath Arica Painl Manufacturers Association
YdL — Germizn Faink and Printing Ink Indusiry Assodalion
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Asia Pacific Coatings Region

which coprosents 3% ol wlab volieme in
the: eegrion. This makes sense, becanze
this s a relatively underdevelopaed

area al The world with @ significantly
expanding widdle class that is seeking
to imprave the design and sppes ranee
al their homes. Architectural paint is

a velatively low-cost means for adding
fterost value Lo ot b vhe infeeine and
cwterior of their homes . whether indi-
vidual hovses or ol litamily Juellings.
The arehitectural segmen iz followed
by meneral industrial finizhes, at 1549 ol
volutne, wid Hhen By nine other, moch
anealler, segments thar parallel similar
elassificalion inulher regions ol the
willd (rec Figurs 4).

Al s part of the global ceomorny,
wred cven Though the paint and coat-
ings ndustry still has mony regional
arnd Loval clements i dls makeup, icis
arremgly impacted by global economie
condirions, beewuse there is s corong
correlation horween GTIP per capita
and paint and coatings consurmpdion
pur capla. Jusl a5 the global paines aod
coatings industry was deeply affocied Ty
the Gris Reccsson b 20005- 09, wltich
was ultimately cansed by chaos in the
LS, mortgare niarka, so oo can ithe
allected be nther sconnmic situativns,
occasionally predictable but [ypically
wnes peclid, thar might arise elsewhere
within the global business community.

For the pasd five vears, advanced
ecoiomies [ Lnited States, Euco Ares,
Japan, Uniled Fingadiom?, hawve experi-
onced a continued recovers frenm the

FIGURE 4—End-use sstmates by volume, APAC (2015].

{Great Becession, snd CODP for these
counl ries was projected to grow during
2018, albeit at lover vades an in 2008:

LS [orecast +2.68%, down from
240% in 2018;

= Europe and Centrul Asia foreess):
1%, Jowen Crown 301 i 20 8;

= Ching lorocaze: +6.2%, dosern from
f& 1o 20LE,

Between 2005-20023, Ching's paint
and coutings production, with 2 CAGE
ol .0 Grolumc) wned 5.37% Gealoe), is
expeciod 1o grow ata very sliglrly
aleagret vate than ATAC ws w whele, which
i 1A% vear fealume and 5.3%, vear
Oealucd. China's coatings secter b also
arowing mor shrady Than GNP expecta
tiems for this region (see dimres 5 and &,

MARKET TRENDS
AND DRIVERS

¢rverall repional sales are soongly influ
enycd by sorerament subzidies, constoooe-
tiomn aetivity, auicmoiiee produstion, gon-
eral nslusirial production, interest rates
and cosinner speiling, ll ol which are
importand components of GOE--and coat-
irgza demand in A A tends 1o follew GTP
grawrth, porhaps ceen more clozely than fn
iLhe ouher global regions, With the lamses)
agricubtural sl consteuction markets in
Al Ching iz pardeularly vubnerable 1o
theze market furees, Paced, for cwample,
with declining car sales (expected w be
Aoy 12% in 2009 from 2008), Ching is

Marhmariosve: M ™., Tutar o o gy
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EL L1

L ce: Tha Cheml Jest Srous, e

30 COATENGSTELS | FEBRUARY 2020

raaking Nnancing mure accessible to beost
aalos, ue Chinese cansumers still relsy

less on finaneing than developed marets
(1= 400 China vs -20% others, on ayor-
ape]l. China's slowing economy, couplad
with risiy home prices, 1= alao lkely to
lower demand for architectural coalings.
i responae, Clina is reducing its foews on
manufacturing o drive the oransition fo

a servicoe-driven connomy, This will take
rnany vears, of coursy, amd hecanse AAC
[reseally Ching) 35 g manufaetoring hesder
TS DAY sectors, meluding autn,
applisteeee, trueks, hiles, heown gomls,
electrmies and rail. the overull eTeeo will
nobbe g sudden o jolling one.

Az manufacturing in China under-
goes  slivhr decline 71 will e plcled up
Tvy ather nacions wichin ALAL, whoero
changing demnonrapliics aroe pasicive
Mo comtings prosdh prowing mdeded e
clazses are creating demand {or greater
use of coalings, g also reguiring that
the onatings e koth higher qualicy and
be based npon hipher-perlorming tech-
ey, Ragid urhanization amd o
stable econmmies throughuol APAL
aresdimylaling the incrense in home
supply stoves, particulacly in Tndnnesia
Hueeever, che DTY marker is small in
many AFAC couniries, notubly China
and Lnibis, because labor to apply paint
iz hoth readily available and relalively
inexpensive, Ln contras), Japan has
Tahior shariages due oo itz aging popula-
tiemn, and is, therefore. move [oeased on
productivity wnd slliciency goins to help
austain ita coatings induasiry,

APAC s maintained i global
coatings leadership pesition for fwo
TP LTl s s

= TIrisaleading manunfacturer ol
courred woods for coum rics thrmygh-
o the world, particularky the
United Stares and woslern Fumpe;

= Tlis respomding La increased
domieatic conammprion as iy
COTIFaoe caunlTics raise their
standards of living.

For many prodocts, enl-use heade
pralLerns B Che mastinfluence oo the
eoatings market. 1n veteral, coatings tend
o nanolacired and apphied mthe
region in which che end-use produee is
Sethmicired, weilh the creeption of archites-
tural and auto refinizhing coalings, which
ave consamed i Che same region wlere
thev are peodiced. Tarilts and irsde apree-
mentts are irapacting sorme trade parterns,



and B antidumpine policies bave
reduced B s volnme ol Chinese-coated
imrorts. The 2009 EL-Japan tracle deal
will resull In fewer Tapanese car axpores
I WIT st che eonning 16 vears, aad esen-
latirg trade tensions berwoeen the Unined
Srules wn] Chita haee had negacive reper-
cussians throughout the world, ¥ietun
Ly been the langest beneloiary of
divierred trade, [nllmwsed T Tadwan, Chile,
Malawsia, Aveenting, Bragil, Singaporc.
Soulh Fores, Hong Kang, Franoe, Wesion
and Canada. China's divect investinents
Ly besostes] viher conmmmies, o uola-
bl in Tatin A merica.

TECHNOLGGY OYERVIEW
IN APAC

Adthoweh choice of polymer techneleery
varivs by tind-use matkel segmentand
at least o a certain extent—le country
in which the coutings o Lo be ysed, icis
clear thar APAC, averall, is shifting away
from conventional sulventbone couings:
i high solids, waterharne, powder
coatings and energy-cure svatems, Thery
are imawy reasons lor this, b a cighren-
ing regulatory environment, sspeciallv
m China, and technology advances
that enahle the production of “greener™
products are certainly anwnw the muosl
impoctant drisges, and if may e hecause
of their “green” enpmponents that China
1w the larpest elobal producer ol aTked
[raints and enatings. The use of powder
contings (no YO or HAPs inomans
counLFics in ATAC haz hean in place,
expeciatly in China, for more than v
decados, wnd has Toeen wsed for many
product parts in general industrial,
appliancy, fuson-bomded cposy Tne pipe-
lines, extruded aluwminum for bailding
construetion and sulomotive underhoom]
s Wi anciciprace that the next major
end-use for which Ching Is cxpeciad (o
swilelole peswder coatings will he sheet
parts tor construetion muachinery,
Acenrding 1o indastry estimates, over
A0 U%-cure coatngs mannfacturers
—ineluding Changrunl (one ol the
largest), Iuilong Pajat and Carpoly—are
baused in China, UV-cure comtings are
prredominantly nsed for wond and plastic
coatings cnd-uses, wlthoopel Shanghai
Phichem Material Co., Led., s the thind
largest global sapplior for T -cuvahle
criafings used on optbeal fber that mast
meet the stringent cegquiremens loe
mechanical micrabending and optical

FIGURE 5~Global 0P (201320237
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relractive index charueterisiivs Tor opi-

eal fiber coalings (see Figure 7o
Ehwiranmenral regulations are

expectud Lo become more stringens

Theoughon APAC, due to rising environ-
mental avareness, particalarly in Ching
whure, conlrary L many cormmentarnes’
npinions, the government is profoand Ly
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Asia Pacific Coatings Region

serious with regards toproviding o
elenner envirenment for its cilizens.
Chinas envirnmmental regudaticons and
compliance requirsments are beooming
slrfcrer b combataie qualily issues,
resuluing in a changing coating supplier
base. as manufacourers decide whether
ter e plants or s ply eloae them,
Government quotns reguire carmakers
F siell w ertain porcen lage ol hylreid
and all-electric vehicles or face fines,
Fewmaldehyde content is anuther area of
significant concern for Chinese regula-
tors, who are concerned about studics
thal lave conclusively shisen that forme-
aldelyde levels in certain housing com-
poncnls signifcant ]y eeeccd nalional
standards, which are comparative with

imilar standards in other ylobul reginns,

Whilz thi: Chinese grevernment is oot
alweoors fvorable o accepting reguess

and fon suggestions for change from olher
anwermnents aronand the globe, ic most
chianpe lats a8 amajor exporter, and pay
alnze attention tr wlobs ] marked crends
and requircnents, including sustainabil-
ity treneds Mrom eoatings end-users. Sach
trends are nflueneing produc, designe
il buving Trends an a glabal basis,
which, o turm, impact global amd Alac
changes in ooaring preferences, technal
iy developument. and potentially cven
volume demnand, Conswmer foeus (espe -
cially Try Asian millemmials) s on produnet
quality, less packaging, minimalism
benedils, vl Nigicalizacon, as more of the
verntld goes “online,” is bringing aware-
ness of seeial conaoens (ol ivmare cha nge;
gliobal “chiro away™ culbios; the effects of
nebiodesracdable plascies on The erviron-
ravnl; demands for more enerzy efficient
Tovwrer carbon fovtprints for public transi

FIGURE 8—APAL coatings industry CAGR, based wpon woiume And value (201B-2023).
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svslemg cloceic vehicles “green build-
ings™ and a st of ncher topics mol alwaes
veleoimed by authorities) and potencial
innvativeselucions while helping Chia
to expand its accass to wlobal markets.

Asthe middle class grows and
Becmes mcee corselidated in warious
APAC connrries, per capita wsage of paint
i o e Lo e re s sulata ntially and
OULSTIiR many echer elements ol TR
Lowking abead with respect to APAUS
praincand enacings industry, we expect
o see this industry oul perform (TDF,
despite the earatdished relacionship thal
it hios writh GDF in the developed coun-
tries of Lhe world e Figaees 8 and 95,

Tiv 2023, we fovecast paint Jemand in
A0 ot 205 billion lers valied ac 8100
LiThon. APAC will eoncinue to produe
annd nze mere solventborne coatings than
Murth Aanericas or Rurmnpe, but icwill
e zteadily switching these syslems o
“pormplianl,” "susiainalile” and “green”
syatema. Thizwill ncour despite 1he Lvend
inn ©hina to mwere from o manuiactoeing-
driven 1o servico-driven econoniy,
hecanse many other cownrivs in ATAL
are 501 in g groswing manofacturing
minde and are beginning to compeie
with Ching as Mg oring hubs —and
hecause, even as ks coatings nidnuHe-
turing sector becomes ranre mature,
[Tae: shoer sice of that sector will remain
o majer factor inthe global paintand
vodlings markel, Finally, itmust always
Ive Teepr iv mind that. in mest coantrics
within AT, por cupila demand for
paints and coacings srill has siwnilican
rorom for prowth—ewen China, with a
e capita demand of 12 liters person
ig woell shorr of Sonth Keoves's per capita
dermand ol 19 Ntersperson, and over-
all & PAC iz running at oale 5.8 ineesd
persom & signilicant cxpansion in the
production of paiors amd costings in the
Tulure s an ealremely safe et

APAC 5 a dynamic. strong and Tor-

imislable factor i the ywobal enatings
community  gengraphy, demographics,
economic factors and the opportunity
lore conaiderahle consolidation all work
together to assure it remuins sn lar both
he g e- and long-term faoire. 52
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