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Chemical Manufacturing Economic Sentiment Index
Economic Sentiment Index (ESI) Survey responses were collected from July 9-26.

Summary: Chemical manufacturers’ assessment of their own company’s activity level (e.g., sales,
production, output) continued to improve over Q2, according to findings from ACC's Chemical
Manufacturing Economic Sentiment Index (ESI). Sentiment around major customer market
demand was also positive in Q2 as the ES| readings indicated strong growth in new orders (driven
by strengthening domestic orders). Chemical manufacturers were optimistic about improving
demand from major markets and their company’s activity level over the second half of the year.
They see economic conditions having improved in the U.S. but continuing to deteriorate globally.
While chemical manufacturers are reporting improvement on many key business indicators, they
have yet to experience relief regarding the level of regulatory burden which continues to rise
every quarter and is anticipated to maintain that trajectory looking ahead.

U.S. chemical production levels have been on the rise so far this year. The ESI reading for
production levels was 24.3 in Q2. In Q1, about half of companies reported increased production.
Coming off of that strong performance, 89% of companies said that production was either stable
or rising compared to the previous quarter. Overall, chemical manufacturers expect further gains
in production levels over the coming 6 months.

Chemical manufacturers reported strengthening domestic demand as new orders picked up in
Q2. The volume of foreign orders declined, however. Companies expect continued acceleration in
the volume of new orders over the coming six months, with gains in foreign orders outpacing
growth in domestic orders.

The volume of order backlogs index flattened over Q1 and declined in Q2. Most chemical
manufacturers (68%) reported volume of order backlogs remained “about the same” over Q2. Six
months from now, 95% of chemical manufacturers expect the volume of order backlogs to be
“about the same” or lower.

Raw materials inventory levels accumulated over Q2. This follows five straight quarters (all
guarters the survey has been conducted) of declines. Raw material levels are expected to have
declined by Q4. Similarly, more than half of chemical manufacturers (76%) reported finished
goods inventory levels were stable over Q2. The reading for finished goods inventory levels has
been positive for two straight quarters following three quarterly readings indicating
manufacturers were destocking. Overall, manufacturers expect no further destocking in the
coming six months. The outlook reading was flat for Q3-Q4 expectations.
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A key metric for supply chain and inventory management, the supplier delivery times index
increased to a positive reading in Q1 and was positive again in Q2. Supplier delivery times had
declined over 2023, a reflection of economic weakness and easing supply chain pressures.
Chemical manufacturers do not see a significant worsening or change to what they are dealing
with currently. The outlook reading for supplier delivery times was 2.7, reflecting 92% of
companies expecting no major change.

Chemical manufacturers’ production costs increased in Q2. Labor costs continued to increase
and 43% of companies reported gains. Following rising costs in Ql, transportation costs
continued to build in Q2. Despite decreases in each quarter of 2023, chemical manufacturers
reported an uptick input/raw material costs over Q1 2024 and continued gains through Q2.
Looking ahead six months, chemical manufacturers anticipate facing increased production costs.

Employment levels rose in Q2 for the second quarter in a row. While 78% of companies reported
levels held steady through Q2, 14% expanded employment levels and 8% reported declines.
Chemical manufacturers expect to increase employment levels over the coming six months.

While most chemical manufacturers continue to indicate the availability of skilled labor has
been “about the same” from quarter to quarter, the ES| reading has declined for the past four
guarters. The ESI reading indicates companies foresee a marginal improvement in availability six
months from now.

Chemical manufacturers have reported increased capital spending for the past four quarters (Q3,
Q4, Q1, Q2). Looking ahead six months, capital spending is expected to increase.

Manufacturers continue to report an increasing level of regulatory burden (i.e.,, compliance and
opportunity costs). The Q2 reading for regulatory burden was 37.8 and rises further to 51.4 based
on a six month outlook.

Chemical manufacturers reported economic conditions in the U.S. improved in Q2. The ESI
reading, which was negative every quarter in 2023, rose 45.6 points to a positive reading in Q1 and
has remained stable through Q2. Companies continue to report the state of economic
conditions globally has deteriorated. While expectations are for improvement in U.S. economic
conditions over the second half of 2024, companies expect the global economy to deteriorate.

Following reports of deterioration over every quarter in 2023, chemical manufacturers have
reported strengthening demand from their company’s major customer markets in Q1 and Q2.
The ESI reading softened to 16.2 from 35.7 for Q2 as 62% of company's report demand has been
about the same. Looking ahead six months, chemical manufacturers continue to expect
improving demand. Chemical manufacturers’ assessment of their own company’s activity
level (e.g., sales, production, output), which was negative every quarter in 2023, has been
positive so far this year. The short-term outlook for company activity levels overall also continues
to be positive.
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INDICATOR

Current Assessment
(Q2 2024 vs Q1 2024)

About

Decreased the Same Increased

INDEX:
2023

Q

Q2

Short-term Outlook
(6 months from Q2 2024)

About

(o¥] the Same Increase

Decrease

INDEX:
2023

Q Q2

Volumne of New Orders - total orders 8% 54% 38% 108 25 48 404 429 297| 14% 46% 41% 541 100 450 638 690 270
Volume of New Orders — domestic 1% 54% 35% 81 25 00 -426 381 243| 22% 43% 35% 514 125 366 617 619 135
Volume of New Orders - foreign 19% 65% 16% 00 -77 N9 277 24 27 19% 41% 41% 405 10.0 244 426 317 216

Volume of Order Backlogs 22% 68% N% 250 -225 -357 -29.8 00 -108 22% 73% 5% 28 0.0 -268 85 24 162

Production Levels N% 54% 35% 105 125 24 298 326 243 5% 57% 38% 444 10.0 450 574 581 324

Capacity Utilization N% 58% 31% 132 125 =71 255 349 194 5% 57% 38% 417 12.8 375 553 512 324

Input/Raw materials costs 1% 54% 35% 553 -700 -366 -34.0 N6 243 8% 70% 22% -135 -225 75 -130 N6 135

Energy costs (for Fuel & Power) 14% 65% 22% 447 -300 95 174 93 81 5% 70% 24% 81 50 317 -67 209 189

Transportation costs 8% 57% 35% 211 275 262 -17.0 93 27.0 8% 81% 1% 83 25 98 170 209 27

Labor costs 0% 57% 43% 711 425 286 304 535 432 0% 62% 38% 543 10.0 610 532 302 37.8

Number of Employees/Contractors 8% 78% 14% 26 25 00 277 140 54 1% 68% 22% 81 125 73 00 93 108

Availability of Skilled Labor N% 81% 8% 0.0 0.0 24  -43 N6 27 8% 78% 14% 135 -25 50 00 -47 54

Capital Spending 70% 41%

Raw Materials inventory levels 5% 73% 22% 79 -325 500 -57.4 -163 162 N% 89% 0% -162 350 98 170 00 -l08

Finished Goods inventory levels 8% 76% 16% 184 -359 -357 -532 23 81 1% 78% N% 5.4 -325 73 106 00 00

Supplier Delivery Times 81% 92%

Level of Regulatory Burden

(ie. compliance & opportunity costs) 0% 62% 38% NA 375 548 426 581 378 0% 49% 51% NA 40.0 610 553 667 514

Current Assessment
(Q2 2024 vs Q1 2024)

About
Deteriorated the Same

INDEX:

2023

Short-term Outlook
(6 months from Q2 2024)

About

Deteriorate the Same

INDEX:
2023

Improved

Ql

Q2

[oX]

Improve

Ql Q2

Economic  What's your assessment
Conditions: of the state of economic 8% 81% 1% -421 275 -286 -170 28.6 27 24% 46% 30% -108 -150 -146 298 381 5.4
conditions in the U.S.?
What's your assessment
of the state of economic 22% 68% 1% -36.8 -525 -452 -426 -167 -10.8 24% 59% 16% 0.0 175 A7) 12.8 16.7 -81
conditions globally?
Company What's your assessment
Activity of your company’s activityl g, 57% 2% | 432 200 -9 298 452 216 8% 59% 2% | 324 100 341 553 571 243
Level: level overall (e.g., sales,
production, output)?
Customer  What's your assessment
Market of demand from your
Demand: company's major 1% 62% 27% -263  -425 238 -362 357 162 1% 57% 32% 18.9 0.0 244 489 524 21.6

customer markets

overall?
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ACC conducts a voluntary online quarterly survey of over 100 diversified chemical manufacturers with operations in the United States. Data from this survey will support ACC's regulatory and legislative advocacy
efforts. Aggregated findings will generate additional information about the activity and importance of the chemical industry. Chemical manufacturers consider key business indicators and how those indicators
changed for their company in the current quarter (compared to the prior quarter) as well as how they expect the indicators to have changed six months from the current quarter. Categorical responses are
aggregated, and a diffusion index is calculated by subtracting the percentage of respondents indicating “decreased” or “deteriorated” from the percentage indicating “increased” or “improved”. Measured at a
base value of O, an index reading above O means that the indicator has generally increased. A reading below O means that the indicator has generally decreased over the reference period. Contact Emily Sanchez,
Director, Economics & Data Analytics (emily_sanchez@americanchemistry.com) with questions about this survey and the survey findings.

© 2024 American Chemistry Council. All rights reserved. No part of this survey may be reproduced, stored in a retrieval system, or transmitted, in any form or by any means, electronic, mechanical, photocopying,
recording, or otherwise, without prior written permission. The information and data are provided as is with no warranties of any kind.
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