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Coatings Market Trends: Is th
Industry Back on Track? |

After al least four consecutive vears of declin-
ing valumes, the 1.5, Census MAZZEF roport (Faint
and Allied Products) reveals thal 2010 showed the:
first vear-over-year (YOY) growth in bath value and
volume for the coalings industry since 2007 (ses
Figure 1k The walue of shipments in 2010 rose
B1.289 hillicn i7.70%1 cn & 5.AT% increase in total
gallnns shipped (up &4 nillion gallons).

Coalings demand is broadly reflective of he

ecandmy as a whoele, and is hoeavily influcnood by
dermand gencerated by such Lhings as construction
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Figure \—Year-ovor-yeuar growth for coatings (2006-2ma),
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and the manufacluring of durable goods, [n terms
al everall econcmic activily, howeoyer, the average
of the GOP liZures tor the privale gnods-producing
industrics and durable gaods manufactuning ap-
pear 1o rmost Closcly mivror Lhe economic fortunas
of the coatings industry during the past four
WEArs, 3% shown in Fgure 2

Crilling clowen irto the major categories. itis
cloar that much of the incroase in the valus of
shiprnents was due to a particularly strong baunoe-
hack ir 3EM coatings, a category that had suffored
disproportionately in e past faw years. Looking at
vaar-over yaar changes for each category (Flgum
30 the strongest was DEM cogtings, which gained
nessrly 9% in value of products shipped over 2009,

Figures 3 and 4 show that QEM coatings suf-
fered YOY declines far four straighl years in gal-
lvns shipped (three vears in terms of value, az a
result of & small increase in value of shipmonts
in 20008 This is clearly & product of the decline
in production of durable goods (parkicwarly in the
transponation zector) during this tineframe, a
shown in Figure 4. Buring the period keading wp
ta the anset of the reocssion in 2007, the throo
key indices (manufacturing, durable manulzclur
ing, and motor vehicle/parts prodoction) were
relatively flat, & trend reflocted in flal OEM sales.




Howeyer, as the receesion began in 2007
and lhen doopened in 2008 (Figura 51, OEM
coatings velume declined. In the aftermath
of the financial crizis that took place in the
aulumn of 2008, the decline in koy mand-
facturing indicia accelarated. Particularly
harg hit was the motor yvohicle industry,
whose travails of the in the latter part of the
past derade arg well known, and which cul-
rminated in the managed Bankiuptoies of G
and Chrysler, Production levels in this sector
fell by al least hglt from the 2007 bascline
during muech of 2009 greon line, Figlire

3), and wore accompanied by 5 dramatic
decline in the nuraber of new car and Rght
truck assemblies comploted. which el from
a roughly 12 millionSyear level to below 4
millior year during the depths of the 2007 -
RO0Y recession (Figues 6),

Loaking at individual {FEM coatings seg
Mmenls, we can see that the rise in thoe OEM
categony was broad, hut was concentrated
in certain segmeants. For example, a5 shown
in Flgore 7, the \argest, as well s strongest,
potforming segment was the transportation
eoatings markets, while the weaker datego-
ries in lerns of prowth (albeil positive) were
metal building preducts, furniture coalings,
and wood substrates, Alang with the tans-
partation categories, applisnee coatings and
containor and closure coatings were among
the stronger porformers.

Archilectural coatings alsa showed
increoses in 2010 over 2009, but tha im
provements ware mare modest than those
tor OEM coatings, retlocting the continued
problems in the constrecticn markets. The
degcline from the mid-decade construction
Boom continues, with the Census measure
"value of construction put in place” falling
by awer one-third from its peak. As shown in
Fidures B and 8, however, the loss of value
is seen rost strikingly in private construg-
tion. as well a5 in the residential seginent.
The residential segrivent, which dominsted
the construction boom years, has lost more
than half its value when mcasurad from its
March 2008 peak. The continued rabust-
ness of the nonresidential construclion seg-
ment is reflected in parl in the Consus data
far industrial maintenance [IM} coatingds,
which although calegorized as special pur-
pose coatings, arc clearly influenced by con-
struction. IM coalings showed a0 increass of

7.3% in gallons and 103 in value over 2008,

Special purpose coatings showed an
overgll increasea in both value [T.8%) and
volume (8.1%] over 2009, with strong
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showings not anly in IV coatirggs, but in auto refin-
imh {up B volume and ©.2% valee) and traffic
riarking paints (up 9.3% in valuel. The relathee
gizes of these sedments are shown in Figueos 10
and 1. These data make clear that aute refinish
is by far the highest value segment in Lhe special
purpose categany. accounting far avier half the
value genarated in this segment.

The: Census lypically revises prior vear dala
to reflect changas in data available to it, but the
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2040 Current Industrial Boparts arc marked by &
larger thean normal levet of corrections and adjust-
ments, including an adjustment of nearly 150%

W exterior selventarmc architcctural coatings.
[Fisnuszions with Cansus staff revealad that s
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level of revision is mostly attribuatable to some

Figure s—rand fines of three ey inannfacturing incdices (Janoary 2ea5-

Mty 1011

significant carrcctions that werz madc in cortain
categories, including an allocation of producls O
the incorvect categorny by a large manufacturer.
Those corrccted catodarics, along with the lowvel of
rewvision, @re shown in Figure 12

PROPOSED DISCONTINUATION OF THE
CURRENT INDUSTRIAL REPORTS

Givert Lhe insight inlo the coalings industry that
these repars clearly provide, itis unfortunate that
the Obama Administration’s hudget subrission (o
2012 has proposed 1o eliminale Lhe longstanding
Current Industrial Reports profram. The spocific
lmnguages in the buldget indicates that “the [Fiscal
Year] 2012 Request includes & decrease of $4.0
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rnillion ta terminate the Current Industrial Feports
Program to fund higher priority programs.”

&

The proposed budget contends that Census
will continue to measure the manufacturing sector
thronsghn ather current program data collection eflons

Figure 8—1)%. Motur vehicle assemblies, 2n05-201 [millians of bailds, 2A483)

Figure 7—Recent performance
of indivichial GEM coatings
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Figure B—Fublic wi_ private loss in construction valuz (lancary
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aich as: the Annual Survey of Manufacturers [A5s10:
the Monthly Manufacturers’ Shiprnents, Inventories,
& Orders (M3 the Quarlerly Financial Report (OFR);
the Annual Capital Expendiures Suneay JACES)

and gther products. Howsver, these reports do not
provide Lhe leval of detail that the Carrent Industrial
Reports program providos. resulting in the substitu-
tion of vess frequent, less detailed data and, ol
mately, kess reliahle economic estimates.

This praposed terminatian will affoct manthly,
quarterly, And annual reports that collect, analyze,
and distribute currert data on 1L.200 of the ap-
progimately 7,800 total manufactured products,
as well as a number of key agricullueal comemedi-
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tigs, ingluding the quarterly (MO325F) and annual
(MA225F) reporls on Lhe painl and coatings indos-
Lry discussed in this atticla,

ACA is working closcly with @ number of other
affected industries—ncluding, & variely of agricul-
Lural associationg, the ball bearing manufacturcrs,
the Moerlftizor Institute, and the Chloring Counail in
an informal eoalilion seeking to reversa the pro-
posal o discontinue these reparts, ACA and other
affected associstions, inclulding the AAM, miel wilh
Assislanl Secretary for Manufacturing and Services
picele Lamip-Halo to cxpross concerns about the
adverse effect on manulacluring hat wil resoll
rom Lhe discontinuation of these reports.
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Figure 12— ormectlons
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ACA also met with a number of key lawimak-
ers, including members of the House and Senate
Appropriationg Subcoinmittoos on Somimerce,
Justice, Boience, and Related Agencies, o soek
supprt for conlinuing these reports, As part of
these advocacy efforls, ACA has met with of con-
tactod staff lor Representatives Frank Walf (F-VA]
and lo Banner (R-ALY, the Chair and Viee Chair
of the House Approprialions Suboommittes, a8
well a3 3en. Ben Melzan, 2 member af the Senate
Appropriations Subcommittes, ACA worked with
Rep. Bonner's and Sen. Melson's offices 1o dovelop
g series of detailed guestions on the proposed
program discontinuation that were submitted to the
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Secretary of Commerce, who has since responded
o the Comrmitles. Howeaver, in iight of significant
addiinnal budget culs the House Appropriations
Committes has imposad on Cansus, the Comenities
leadership declingd to direet Census to continue
these repors,

While Lhere is a possibility that theze reports
will continue, the prospoct s nob goad, Given that,
details cn the coatings industry and iks compo-
nents will likely become more difficult to ascertain
in the future, There will e other ways to bench-
mark for industry participants, bt they are not
likely to be as insightful a= the Census has histori-
cally been.

Allan Irish, Coursel/Directar, ndusing Affaims. for
the American Goat rgs Assariation; airlsnvzint. e,
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