PVC consumption shoots up / Construction industry provides important stimulus / Imports rise significantly /

Germany is the biggest importer

Russian demand for polyvinylchloride and products made from it is breaking all records. Through the stimulus provided

by the construction industry, demand is spiralling, says the German Office for Foreign Trade (bfai, Cologne / Germany;

www.bfai.de). Consumption rose from 485,000 t in 2004 to 569,400 t in 2005 and, by the end of the first half of 2006, this

had jumped to 391,900 t according to the Moscow -based market research company, Creon. Russian consumption of

PVC in the whole of 2006 will be at least three times as high as it was 2000.

The forecasts for the years ahead are equally positive. "Until 2010, we expect consumption to rise by 12-15% a year,"

said Creon´s Vice-President Tamara Chasowa at the "Polyvinylchloride 2006" international conference held in Moscow at

the end of November 2006. On pessimistic estimates, consumption will reach around 950,000 t by 2010, while optimistic

forecasts put the figure as high as 1.1m t.

Local production is unable to keep pace with the rate of growth of domestic demand. Although the capacities of Russia´s

PVC manufacturers are increasing and had reached around 635,800 t at the beginning of 2006, certain PVC grades are

still not being produced in Russia – for example, the much sought -after microsuspension PVC. With other grades,

Russian producers are unable to meet customers´ quality specifications.

As a result of these developments, PVC imports have been escalating since the beginning of 2006, and exports have

ground to a virtual halt, says the bfai. In the first half of 2006, significantly more – 93,000 t – was imported than in the

whole of 2005 (73,400 t). During the period between January and September 2006, imports were over 165,000 t.

Microsuspension PVC and suspension PVC account for the major share of the imports with 28.8% and 33.3%

respectively in 2005. The increase in imports is naturally very welcome to German suppliers as Germany tops the list of

PVC suppliers to Russia with a share of over 45% of the total imports in 2005, followed by Sweden with 12%, France with

11% and Belgium with 9%.

Russian imports of finished PVC products are still surprisingly high, the agency reports. In 2005, they amounted to

294,000 t, and the figure is unlikely to be any lower in 2006. In the first half of this year alone, imports totalled 152,800 t.

The largest groups were plastic profiles, panels and similar products, which together accounted for 42.1% in 2005,

followed by PVC films (21%).
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The strong market growth has led to some Russian producers stepping up their investments in the PVC segment. "If all

the announced plans are realised, total capacities in Russia will increase to 976,100 t/y by 2010, but in any case the

figure will be at least 737,900 t," said Chasowa. Sajanskchimplast (Sayansk / Russia), for example, intends to hoist its

capacities to 400,000 t/y by 2011. One condition for this, however, is that it can obtain an adequate supply of natural gas,

which is due to come from the Kovykta fields. The Nikochim Group (Volgograd / Russia) has plans to expand its PVC

production from the current 60,000 t/y to over 90,000 t/y in 2007, and eventually raise this to 150,000 t/y.

The Siberian-Ural Petrochemical Company (SIBUR, Moscow; www.sibur.ru) plans to build a new production complex

for PVC in the Nishnij Novgorod region with an estimated capacity of 330,000 t/y PVC to meet the demands of the

construction industry. According to agency reports, the cost of the project will total EUR 560m. Building is set to begin in

2008. In connection with this, Sibur will invest EUR 126m in an ethylene plant in Kstovo with a production capacity of

300,000 t/y and an expansion option for up to 430,000 t/y.

