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Dismal economic data emanating from actions taken to thwart the coronavirus 
pandemic is painting a bleak picture in the present while also illuminating an array of 
challenges the US chemical market faces in the months ahead.

Projections of how steep the decline in US GDP in the first half of 2020 vary only in their 
starkness, with the likes of investment bank Goldman Sachs forecasting an almost-
incomprehensible 34% slide for Q2. If this occurs, it will be the largest drop in domestic 
economic output in the post-World War II period. Fellow investment bank Morgan Stanley 
has a slightly rosier outlook at only about a 30% decline in the quarter, with other analysts 
joining the chorus that the US Q2 economy can be truly deemed in a collapse.

Going into 2020, the consensus among analysts and the US Federal Reserve was that 
US GDP would grow at about a 2.0% clip – a slight decrease from 2019’s 2.3% rate but 
still solid growth. With that growth would come the typical chemical industry demand 
growth that accompanies such economic expansion.

Those projections were tossed aside before Q1 even ended, with terms such as “slow 
growth” and “longest economic expansion in history” replaced by “social distancing” 
and “flatten the curve”. The shutting down and shutting in of many parts of the US in 
an effort to slow the rate of infections and deaths has left many working from home, 
crippled the hospitality and restaurant industries, crimped fuel demand and created 
winners and losers in the retail and fast-moving consumer goods (FMCG) sectors. 
People in several sectors have been hurt by the immediate economic damage, and 
months of the US unemployment rate maintaining below 4.0% will be abruptly replaced 
with rates of 12-15% or higher – recessionary numbers definitely, if not emblematic of a 
depression.

The recession is here
The American Chemistry Council’s 
Chemical Activity Barometer (CAB) already 
is signaling those recessionary conditions. 
The CAB fell in March on a three-month-
moving-average (3MMA) basis.

“ACC believes a recession to be occurring 
when the barometer declines for three 
consecutive months and falls 3.0% or 
more from the peak,” said Kevin Swift, 
chief economist at ACC. “As of March, the 
CAB has declined for two straight months 
and fallen 8.9% from the peak.”
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The CAB is a leading economic indicator derived from a composite index of chemical 
industry activity. It has four primary components: production, equity prices, product 
prices, and inventories and other indicators. All four were weak in the month, hit by the 
double whammy of collapsing economic activity and the steep drop in crude oil prices 
brought on in large part by the surprise announcement from Saudi Arabia and Russia 
that they each planned to forgo previous curtailments on oil production. As most of the 
globe’s petrochemicals and plastics trace back to crude oil-based feedstocks, crude 
oil remains the world’s leading indicator of chemical prices. Thus, much of the US 
chemical industry is navigating a downstream demand shock from coronavirus and an 
upstream supply shock from crude oil.

Of course, the US is not alone. European countries as well as Japan are already in 
recession due in large part to coronavirus effects, Swift said in a webinar ICIS hosted 
in March on the pandemic’s ramifications. ICIS Senior Consultant John Richardson 
believes China’s GDP fell 10-20% in January-February, when it was the epicenter of the 
coronavirus outbreak. He does not see a dramatic return to growth for March as the 
country slowly returns to normalcy just as other parts of the world are in the throes 
of the pandemic – and those regions are key demand centres for the products China 
makes.

Planning the way forward
The US chemical industry must gird itself for the grim economic data that will arise 
from late Q1, all of Q2 and possibly further. But this industry is resilient. Many current 
producers, buyers, traders and distributors made it through troubled times such as 
the 2007-08 financial crisis and previous oil price collapses by using sound business 
acumen in the short term while keeping a firm eye on the long term. This crisis is no 
different. Items to bear in mind as we all deal with these uncertain times include:

  2020 needs a new business plan – Goals set at the beginning of this year have been 
rendered obsolete for many in the industry, and the task of making new ones is 
daunting. Can crude oil go lower? How long will the US economy be shut in? How 
long will Europe be isolated? Will Latin American countries and others in the southern 
hemisphere face similar outbreaks with their winter seasons approaching? With so 
many variables and unknowns, planning for a variety of scenarios is crucial. If your 
company is new to that process, we at ICIS have experts with decades of experience 
in charting such courses for businesses and would be happy to help.

  Supply chains dependent on other regions will be crimped – The pandemic is not 
affecting the globe on a uniform time scale. It is cascading from its genesis in China 
and east Asia, rippling next to Europe and Iran, then to the United States and India 
and now possibly to Latin America. If your supply chain touches different regions, 

The coronavirus pandemic has beset daunting challenges 
on the US and global economies, but thankfully both contain 
the key elements to meet those challenges – people with the 
heart and ingenuity to develop solutions to this crisis, and 
chemical companies to power those solutions through vital 
raw materials
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you likely will continue to experience supply, demand and/or logistical headaches 
as the pandemic progresses. These disruptions could lead to short- and long-term 
supply chain adjustments, especially if there are options to make supply chains less 
dependent on other regions of the globe. 

  Materials and products key to fighting coronavirus will remain in high demand – 
Chemicals such as isopropanol (IPA) are seeing huge demand because of their use 
in personal hygiene. Whether using the propylene or acetone route, IPA margins are 
enormous right now, due to depressed prices for both feedstocks due to oversupply 
and to crude oil’s collapse. Similar end-use demands are driving the glycerine and 
ethanol markets. Those who turn plastic resins into containers for those hygiene 
products or face masks should see solid demand, as should those who turn resins 
such as acrylonitrile butadiene styrene (ABS) and polycarbonate (PC) into medical 
devices such as ventilators. Producing a product that aids in the fight – or altering 
business-as-usual production to do just that – can help businesses survive and even 
thrive during this uncertain period.

  The longer this goes, the longer our habits change – If a Covid-19 vaccine is still 12-18 
months away, as many health experts caution, then social distancing may not be a 
passing fad but a lifestyle change that alters how we work, shop, eat and travel. While 
countries cannot function by having their citizens sheltering in place for that entire 
period (and no one is saying that they should), it has been discussed widely that 
countries or parts of countries could morph into an alternating pattern of sheltering 
and “normalcy” – normal freedoms when infections are low, then sheltering for a short 
period when infections rise above a threshold. Could that lead to remote working 
being the norm, thus gutting the commercial real estate and construction sectors? 
With travel harder to plan since you would not know from one month to the next if 
you would be sheltering, what does the airline industry look like and how does fuel 
demand hold up in a world with less travel? How many restaurants survive such an 
uncertain setup, and how does that affect food logistics and packaging? While many 
people and businesses long to return to the way things were just a few months ago, 
the longer the pandemic’s pall hangs over the world, the more likely that a new normal 
is formed from habits created and nurtured during the current crisis. Businesses 
attuned to these changes will set themselves to thrive in the near and long terms.

To help the industry navigate these turbulent times, we have launched a webinar 
series that explores how different markets can best get through the crisis.

Our experts will keep you up-to-date on how the chemicals industry will face the 
challenges from the pandemic in the months ahead.

Adapt with the ICIS daily  
webinar series
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