
A tough year for European chemicals players has come to an end –
We do expect a continuation of the challenges into 2024!
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Europe – A tough playground 

for chemical manufacturers



European chemical manufacturers are facing a prolonged downturn which requires 
rigorous short-term measures to protect business foundation

Dimensions of the ongoing downturn

We’ve seen a “summer of profit warnings” and

an increasingly negative view on recovery in the coming months

▪ Long-term decline in global market share from 27% to 14% between in 2002 and 2022

▪ Since 2022, capacity utilization is below historical averages and in critical area below 80%

▪ Customers’ business confidence has fallen dramatically resulting in demand softness for chemicals

▪ Neither actual orderbook nor (export) outlook indicate a turnaround – bottoming out at best 

▪ European manufacturers are disadvantaged due to high energy costs, even at normalized levels

▪ Sentiments scores across industry participants reflect the decreasing competitiveness, especially outside the EU

NEGATIVE LONG-TERM TREND

SEVERE SHORT-TERM DEMAND REDUCTION

COMPETITIVE (ENERGY-) DISADVANTAGES

Source: CEFIC; Alvarez & Marsal 3
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In the last decades, European manufacturers experienced a slow though steady growth in 
sales, but lost share on the global market

Global chemical sales [by year]

EU27 chemicals sales (€ bn) Rest of World (€ bn) EU27 world market share in %

Source: CEFIC; Alvarez & Marsal

• Globally, the chemical industry grew 

by 7% p.a. over the past 20 years

• European manufacturers 

participated disproportionally low by 

showing 4% p.a. sales growth

• Hence, significant loss in global 

market share for European players 

from 27% to only 14% between 

2002 and 2022

Comments

Global sales growth of the chemical industry 7% CAGR

With steadily decreasing market 

share, the future position of 

European manufacturers is at risk
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Since 2022, capacity utilization in Europe is below its long-term average and reaching 
critical levels below 80%

European chemical capacity utilization rate [by quarter]

• Utilization in past 20 years only on 

today’s level during financial crisis 

2008/09 and Covid shock in 2020

• Immediate crisis effect lasted only 2-

3 quarters with fast rebounds 

(“V-shape” crisis) in both shock 

moments

• These days, the industry is 

experiencing a continuous decline 

since 4 quarters and bottoming out 

expected as best result
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Source: CEFIC; Alvarez & Marsal

Low-capacity utilization is burdening 

profitability and cash generation in 

fixed cost-heavy chemical industry 
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Confidence indicators for both consumer and industrials are below their 20ys-avg –
Other than consumer confidence, industrial confidence continuously worsening 

EU Confidence Indicators, ECB interest rate and EU Inflation [monthly values]

• Consumer confidence was hit early 

by the rise in inflation and shrinking 

purchase power – leading to 

reduced downstream demand 

across all B2C segments

• As inflation continued to stay high, 

interest rates followed, and 

subsequently industrial confidence 

went down (in particular due to 

reduced investment activities)

Comments

Industrial (EU.INDU) Consumer (EU.CONS) 20 Year Average Industrial 20 Year Average Consumer

20-year average

20-year average

Note: Average calculated based on equally weighted monthly values for 2003-2023

Source: European Union Confidence indicators; Alvarez & Marsal

Depressed confidence and negative 

outlook continue to be prevalent, thus 

demand is at best stabilizing at lower 

level

ECB Interest

rate in % 

EU Inflation

in %
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Prolonged 

situation

Corona 

crisis
V-shape

Expectation of prolonged demand depression also confirmed by decreasing actual order 
book as well as export expectations of the chemical industry

EU chemical Industry indicators for orderbook and exports [by quarter; value based on index]

• Corona crisis and current downturn 

reflected by dropping orderbooks 

and export expectations

• During the Corona crisis, both 

indicators dramatically reduced in 

the classic “V-Shape”

• Since 2022, both indicators have 

fallen again – And continue to stay 

on weak levels

Comments

Orderbook (INDU.EU.20.11.BS.Q)

Export expectations (INDU.EU.20.12.BS.Q)

Source: European Union Confidence indicators; Alvarez & Marsal
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A fundamentally different crisis pattern 

is shown by the continuous fall of 

orderbook indicators from chemical 

players – prolonged situation 

expected
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Price peak in the EU –

Limited impact on
US prices

Stabilization of prices in 

EU on higher levels

European manufacturers face an increasing competitive disadvantage based on high and 
fluctuating prices of natural gas (almost 80% of energy costs driven by natural gas)

Energy consumption of European chemical industry

Source: CEFIC; Alvarez & Marsal

Comments

38% 28% 14% 14% 6%

Energy Consumption of EU 27 chemical industry [600 TWh in 2021]

NATURAL GAS ELECTRICITY
OIL & 

PETROLEUM
HEAT OTHER

• 80% of energy consumption of 

chemical industry and its costs 

linked to natural gas pricing

• With beginning of the Ukraine war, 

Dutch TTF spiked tremendously – 

US Henry Hub increased at a much 

smaller magnitude

• In 2023, European gas price levels 

stabilized but continued to remain on 

a higher level compared to the US

Strong correlation with gas price
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High gas prices remain a 

disadvantage for European 

manufacturers further burdening 

competitiveness on a global level
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Severe thread to 

export and domestic 
business

Severe thread 

to export 
business

Intensified structural disadvantages also reflected in the industry’s self-perception on its 
competitive position, especially outside Europe

EU Indicator for competitive position [by quarter; value based on index] 

• In recent years, the competitiveness 

of chemical manufacturers for export 

business outside Europe is seen 

much weaker 

• This trend has even intensified in the 

past 2 years

• However, most concerning is that 

these days European manufacturers 

even consider themselves as weak 

on the domestic European market

Comments

Competitive position inside (EU INDU.EU.20.15.BS.Q) Competitive position outside EU (INDU.EU.20.16.BS.Q)

Source: European Union Confidence indicators; Alvarez & Marsal

Long-term viability of European 

assets challenged from both business 

models – export and domestic sales
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Rigorous counter measures to be initiated – 

Fast execution and focus on cash essential! 

We’ve seen a tough year for European chemicals manufacturers and we expect a 
continuation of this environment into 2024 calling for rigorous counter measures  

Source: Press Research; Alvarez & Marsal 10

Where do we stand and what’s ahead?

Continuous worsening happened!

• 2023 has been another challenging year for European 

chemicals manufacturers 

• Many players already launched larger performance 

improvement programs in 2022

• However, worsening of economic outlook in summer 2023 

led to multiple adjustments of earnings expectation

No improvement yet visible!

• First manufacturers initiate next level of cost containment 

measures

• No indications for upswing in 2024 visible

Review of 2023 and outlook for 2024Poly-crisis of chemical companies



Fast execution and focus on cash essential



European chemical manufacturers need to establish short-term cash measures to 
legitimate long-term strategy execution and the creation of shareholder value

We’ve seen a “summer of profit warnings” and

an increasingly negative perspective on the coming months

• 70 % of German chemical companies are committed to implement efficiency measures

• High degree of planned rigorous restructuring activities manifesting the need to secure cash 

• Transform the asset base with flexibilization measure along the value chain

• Resolute execution and focus on the essentials will increase the resilience of the cost base 

• Long-term business models rely on pruned portfolio & asset network

• Review existing set-up with a focus on exploiting geographical opportunities and minimizing location risks

CASH IS KING! 

FLEXIBILIZATION IN COST STRUCTURE

FOOTPRINT OPTIMIZATION AND RESILIENT ASSET NETWORK

How to respond?

Source: Alvarez & Marsal 12



Sell/Closure

Poly-crisis requires a holistic turnaround program –
Currently, chemical players focus on cost elements and an increase in efficiency

Classification of planned measures in the chemical industry – based on VCI survey

Planned measures of German chemical manufacturers

Rigor of planned measures in the chemical industry is high – 

Focus on cost efficiency measures to secure cash

Increase of efficiency measures

Intensification of innovation

Acceleration green transformation

Reduction of investments in Germany

Relocation of production abroad

Divesture of businesses

Permanent site shut-down

Sell/Closure of entire business
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30%
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Cost structure Top-Line

Short-
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Cost structure

Business 
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Business model 
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Trans.
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Production 
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Note: The bubble size is indicative of the frequency in the survey

Source: VCI; Alvarez & Marsal

Measures of a turnaround of chemical company
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Resilience in cost structure is build up stepwise – Securing cash lays the foundation for a 
flexibilization in cost structure followed by a long-term footprint optimization

Cost-side optimization in the chemical industry

Exemplary measures

Working capital management, reduction of 

overhead spend, CapEx reviews, temporary shut-

downs

Flexible batch sizes, variable working shifts, 

increase energy efficiency, cross-training of shop 

floor workers

Long-term sites shutdowns, optimized sourcing 

within the asset network, cost advantages by 

favorable production locations

Step 1

Step 2

Step 3

low high

Long-

term

Short-

term

Time of 

implementation

Resilience

Source: VCI; Alvarez & Marsal

Three step cost-structure optimization

Step 1

Cash is King

Step 2

Flexibilization in cost structure

Step 3

Footprint optimization and resilient asset network

Efficiency measures are multifold – Step-by-step approach puts 

focus on the essential and allows rigor in execution
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EXAMPLE | A high fixed cost base beneficial in times of high utilization, but causes 
challenges in a lower demand environment

15

Fixed cost variabilization

80%

62%

Base 

Chemicals

Speciality 

Chemicals

Variable Fixed

Source: The Chemical Engineer; Alvarez & Marsal

Mitigation measures to achieve a variable cost structureSimplified cost structure comparison 

Base chemicals profit from high cash 

margins in regular times, high exposure to 

significant cash burn in downcycles

Higher degree of variable cost and batch production enables 

specialty operations to adjust production to demand more 

economically

Comparison – High volume base chemical operations with high fixed 

costs and specialty chemicals with a lower portion of fixed costs

Flexibilization in cost structure achievable by stringent set of 

measures along operational value chain

Levers to drive shift from a fixed to a more variable cost 

structure of chemical businesses

− Flexible workforce management

− Outsourcing of non-core functions (IT & maintenance)

− Variable production process with modular 

production units

− Energy efficiency measures

− Flexible supplier contracts and inventory 

management

− Investments in automation for quality control and 

increased process flows

− Activity based costing and elimination of non-value 

adding tasks
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Alvarez & Marsal’s 

capabilities for the chemicals industry



A&M combines key attributes across Leadership, Value Creation and Execution

A&M’s difference – what you get

Operators’ Mindset

Value Lens
Results driven

17Source: Alvarez & Marsal

Differentiated Staffing ModelCombined Operator’s and Investor’s approach

Added 

Value

Reduced 

Inefficiencies

Strategy

Consulting 

Services

Partners
25+ y of experience

~ 15 % of total staff

(Senior)
Directors
15+ y experience
~ 40 % of total staff

Staff
2-10 y experience

~ 45 % of total

“What I like about A&M and why I keep engaging them is simple: they support me and Bayer to create value much faster than we could on our 

own. And it’s actually nice to work  with them given that they are very senior and experienced leaders who blend in seamlessly across the 

global Bayer matrix. They can successfully orchestrate and navigate our organization with all the benefits of being an outsider. They have a 

clear operator mindset and ensure that things get done in a pragmatic and efficient way. I can trust them that they transparently share the 

good, the bad and the ugly while always being solution oriented. To me they are both consultants and advisors, which I really value.”

Head of Strategy, BD&L and Board Member, DAX40 company

“We appointed A&M as we wanted a firm that would make us all 

feel uncomfortable. Many of my board colleagues expected us to 

appoint ‘the other lot’, but we thought A&M were going to do the job 

that we actually needed. And I must say, at times A&M have made 

us uncomfortable, and we made the right choice.”

CEO, FTSE100 company



A&M brings relevant experiences in strategic and operational day-to-day 
areas of the chemical industry

Source: Alvarez & Marsal

Project experience (selection)

Strategy 

Review
Capital Market 

Readiness

Due Diligence

Exit Readiness

Synergies & 

Value Capturing

Optimizing 

Procurement

Optimizing 

Manufacturing

Optimizing 

Maintenance

Optimizing 

SG&A

▪ Synergy identification & 
scenario development

▪ Building right-sized 

end-state organizations

▪ Strategic planning

▪ Operational performance reviews

▪ Footprint right-sizing

Project experience

▪ Operational DD

▪ Commercial DD

▪ Financial DD

▪ IT DD

▪ PE view value assessment

▪ Identify & execute value levers

▪ Day-1 standalone readiness 

▪ Target Operating Model development

▪ IPO readiness preparations

▪ CapEx program 
restructurings

▪ Spare parts 

management

▪ Reorganization of 

procurement processes
▪ Yield performance reviews

▪ Operational maturity reviews

▪ OEE increase analysis
▪ Maintenance Excellence

▪ Performance management 

improvements

▪ Headcount assessments 

▪ Key activities mapping

▪ Internal and external benchmarking

Commercial 

Excellence

▪ Sales Force 
Effectiveness

▪ Value pricing & 

data transparency

▪ Marketing & Sales 

excellence
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We take a clear and unbiased view through an investor’s lens on the chemical industry 
and its challenges – Transformational challenges ahead to create Shareholder Value

Source: Alvarez & Marsal

Thought Leadership
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Your contacts

Olivier Duval
Managing Director
Alvarez & Marsal

15 Rue de Laborde
75008 Paris, France
Mobile: +33 67 49 48 884
oduval@alvarezandmarsal.com

AlvarezAndMarsal.com

Source: Alvarez & Marsal 20

Michael Timm
Senior Director
Alvarez & Marsal

Fürstenwall 172 
40217 Düsseldorf, Germany
Mobile: +49 160 9270 1054
mtimm@alvarezandmarsal.com

AlvarezAndMarsal.com 

mailto:oduval@alvarezandmarsal.com
https://nam02.safelinks.protection.outlook.com/?url=https%3A%2F%2Fpages.alvarezandmarsal.com%2Fe%2F806753%2F2021-04-05%2F2ryx4%2F130911879%3Fh%3DWDS0wTADmdxSduEoalRel_JyYZZ2Tu8FXKbQnVUhoXY&data=04%7C01%7Chgorniak%40alvarezandmarsal.com%7C89fa654f1c2e4a3d758308d90656f2e0%7Cdd5e230fc16549c4957fe203458fffab%7C0%7C0%7C637547792776281438%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=e5uVkoQXSUQiHZ7C4adw%2F4YLbwJZslZ5l4gwIV%2F29Cc%3D&reserved=0
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https://nam02.safelinks.protection.outlook.com/?url=https%3A%2F%2Fpages.alvarezandmarsal.com%2Fe%2F806753%2F2021-04-05%2F2ryx4%2F130911879%3Fh%3DWDS0wTADmdxSduEoalRel_JyYZZ2Tu8FXKbQnVUhoXY&data=04%7C01%7Chgorniak%40alvarezandmarsal.com%7C89fa654f1c2e4a3d758308d90656f2e0%7Cdd5e230fc16549c4957fe203458fffab%7C0%7C0%7C637547792776281438%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=e5uVkoQXSUQiHZ7C4adw%2F4YLbwJZslZ5l4gwIV%2F29Cc%3D&reserved=0
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