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The Asian Crisis

Nobody who has read
a newspaper or
watched the news in
the past eight months
and more can have
missed the fact that
East and Southeast
Asia are experiencing
a serious financial
crisis. After a long
period of incredible
economic growth,
many of the so-called
Asian “tigers” sud-

denly slammed on the
brakes, and in some

cases came to a

screeching halt. Why?
And for how long?
And how does it
affect Southeast
Asia’s formaldehyde-
based industry?

In a situation that
is changing daily, we
asked our licencees
and others for their
views, which ranged
from highly optimistic
to rather pessimistic.
And which is the
mostrealistic? You
might want to read
pages 2-4 before you

decide! m  The pessimist’s view of the optimist.
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Another perspective

he last issue ahformally speaking

included a short article (“Cause for
Alarm?”) that generated a lot of positiye
feedback on the part of formaldehy
stakeholders around the world. Itwas abput
making a distinction between kngek,
tabloid-inflamed fear and a reasonable,
informed approach to chemistry, i.e. getting
another perspective.

In this issue oinformally speakingwe
will be looking at another issue that tends
toinflame the emotions - and the headlings.
Thatissue is the financial crisis in East gnd
Southeast Asia.

Why should this issue be the concgrn
of the formaldehyde business in genefal
and of Perstorp Formox in particular?
one thing, many of our friends and fello
formaldehyde producers happen to live
and work in the countries that have been
hit the hardest. For another, the intgr-
dependence of today’s globalized eqo-
nomy means that nobody is left untouch¢d.
| hope that our feature article will makela
small contribution to achieving another
perspective on thisimportantissue as well.

There are two points | wish to emphasize.
First, we at Perstorp Formox firmly belieye
that the Asian crisis is temporary, that
recovery and new growth are not very far
in the future. Second, we recognize the
extra importance of making plant operatipn
as cost-efficient as possible and will glo
everything in our power to support obr
customers in every way.

As many of our readers have already
beeninformed, Bengt Danielsson has taken
a step up in the Perstorp organization, and
| have been given the honour and fe-
sponsibility of taking over at Perstorp
Formox. Although | have been worki
closely with Bengt for about seven yeafs,
this new position certainly entails a ngw
perspective for me. Under Bengt, Perstorp
Formox enjoyed a period of major growth,
achieving recognition as the global leader
in formaldehyde technology. It is m
intention to carry on this work, and
assure that we deliver greater satisfactjon
to our customers than ever before.
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Background The interviews

The formaldehyde-based industry has hadHow does the crisis affect
a modest but important role to play in theyOUI’ purchases of

growth of many Asian economies, parti- Others attribute the main effects not to the
cularly in Southeast Asia. By combiningits Methanol & catalyst? financial crisis but to broader changes. Says

high availability of forest products with Mr Ng and several others observed that thepr Fok: “There’s a permanent decline in ply-
modern technology, the region has becomerice of methanol is actually going down, wood in Peninsular Malaysia due to the
more or less self-sufficientin such construcwhile thecosthas risen considerably due to reduction in the number of big trees, but it's
tion materials as chipboard (a.k.a. particlehe drop in exchange rat&. Fok pointed  more than compensated by an 8-fold rise in
board), MDF and plywood, in some casesout that “methanol accounts for about 20%particle board (to some 800,008)rwhich has
even successfully developing export marketsof the board cost, but this is compensatec{mamation-grown] rubber wood as the major
Construction, of course, is generally by competitive advantages through main-source. And MDF, which was new to the
regarded as one of the crucial factors irtained energy prices, good wood supplymarketin '91-92 has already reached a million
economic growth. Prosperity in one areaand access to inexpensive labour.” m?. East Malaysia had little plywood in the
leads to a building boom, which in itself The cost for catalyst has also risenggs, but now has some 3.5 millios.ffihis,
generates additional prosperity and so oncorrespondingly, but as one Thai cus-together with some value-added products, is
The current crisis thus entails con-tomer pointed out, “catalystis a relatively keeping formaldehyde demand high.”

Another licencee in Malaysia is equally
blunt in stating that they have been hit by up
to 50% reductions in production due torising
costs and a lack of export markets.

Mr Phumsakdi, Manager of Planning & Development, Vanachai Chemicals,
Thailand.

Mr Ng, Singapore, Director of Petanak and General Manager of BAC,
Bintulu, Malaysia.

siderable potential for affecting SoutheastinSignifice},m cost, so it is of minor im- What about your domestic
Asia’s formaldehyde-based industry, which portance.

means the customers and contacts of One Malaysian licencee disagrees, statlcl export markets?

Perstorp Formox. We therefore felt that we ing that with the higher prices, along catalystr domestic markets are 50% down, and
should give our customers in Malaysia, lifetime is esse_ntial for achieving their tar-york on many construction projects - even
Singapore, Thailand and Indonesia the op-geted cost savings. ongoing ones - has stopped,“ notds
portunity to express their views on the Phumsakdi. But he is not particularl
situation. Several gave us permission toV\/hat are the effects on alarmed, and adds: “We’llsee?hese projgcts
quote them (see photos), while we haveyour formaldehyde and resume in the second half of ‘98 as foreign
respected the wishes of those preferring ; investors move in and get them going again.
anonymity. downstream pI’OdUC'[IOH? In the meantime, we're still in the black, and
Most of the replies could be described asOne licensee in Malaysia puts it bluntly: our exports are increasing.”
optimistic, although some modified their “Our formaldehyde production is not  Another Thai licensee claims that most
optimism with considerable caution. Here’s affected. In fact, we want to maximize it. And their domestic customers are doing OK -
a summary of their comments. our downstream production is increasing.”except for the heavy borrowers.”
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How important is plant .
performance & technical
support?

“Very important,” says Mr Phumsakdi.

“We’'re looking backwards to reduce costs
and boost efficiency. And the technical
support from Perstorp is good. Whenever

Dr Fok: “We're part of a solid multinational
so we can ride this storm a little better.
We're still comfortably in the black - with
handsome, but reduced, profits.”

e Mr Yeo: “Our company is in fact not

affected all that much.”

we need anything, | just call and get help.”HHOW long before it's *
Mr Ng notes that with methanol so costly, “h | siness as usual”?

yield is essential, and points to the results at
his BAC plant: “We're running with very *
high yield - probably the best in the world -
but we have to be better about supplying
data to take full advantage of the support
Perstorp offers.”

One Malaysian licencee stresses the
importance of access to Perstorp’s technicad
service and that Perstorp should not make
any cutbacks in the level of support.

Mr Ng: “In Malaysia and Thailand, the
upturn will start within six months. In
Indonesia it may take 2-3 years. As far as
currency values are concerned, we won't
see afullrecovery, but 75% is good enough
to foster business growth.”

Mr Yeo: “I think the adjustment will take
two years, getting back to '97 levels in

2000-01, and then new growth. Butthese
are only my gut feelings.”

Dr Fok: “The upturn will start in the last
quarter of '98, and be back on the upward
curve in early 2000. Before the crisis, the
[Malaysian] government had predicted
8% growth, but now 2-3%.”

Mr Phumsakdi: “It will take two years to
recovery [in Thailand], and the same for
Malaysia. The Indonesian market is too
complicated to make any predictions.”

Another Malaysian licensee: “Unlike
Indonesia, there is political stability in
Thailand and Malaysia, which is the main
reason why the economy is starting to
recover.”

Is this a temporary
adjustment?

The interviewees were asked whether they
agree with the opinion of many economists
that “the crisis is a temporary adjustment tg
speculation and that the basic economy is
sound because Asians are hard-working
people who place a high value on technology
and stability, in addition to possessing rich
natural resources.”

e Mr Ng: “l agree 100%. In fact the upturn
has already started or will start very soon!”

e Dr Fok: “There’s no doubt about
recovery. There are many entrepreneurs
in the region - everyone wants to be his
own boss - and this will speed up|
recovery.”

e Mr Phumsakdi: “The companies that
survive will be stronger than ever, the
poorly managed ones will disappear.”

But one Malaysian customer dismisse
this view as “dreaming” and feels that the
regionisin for along recession. Traditiona
buyers of wood products have disappeared
he claims, and those still around are
demanding incredibly low prices.

What is your strategy for
dealing with the crisis?

e Mr Phumsakdi: “We had a 70:30 ratio of
domestic to export, now we're going for
50:50. We're also increasing our efficiency:
by reducing production costs.”

[Editor’s note: The majority of interviewees

The View from
Perstorp

The general optimism found among th d

Asians interviewed seems to be share
by the majority of financial analysts in
the West. The Perstorp Group’s ow
“economic guru”Mr Helge Svensson
lists a number of sound reasons fo
investing in Asia:

Helge
Svensson.

« high savings rates among people irMr Ake Fredriksson, the Presidentand
general CEO of the Perstorp Group, sees it this

way:

“We believe in Asia in the long-range

perspective. We expect thattoday’s pro

« big economies (there are, after all,blems will be resolved within a year or
some 3 billion people in Asia) two, and that Asia will once again begin

« emerging middle classes, which will ©0 Show high growth. That is why we

create new, strong consumer cateContinue to regard Asian countries as
gories key markets for Perstorp, and that is why

) ) - we will maintain our presence in all of the
o mcreased_educatlonal,SC|ent|f|c a”dplaces we have established ourselves.
technological strengths Moreover, we are convinced that our
“Asian people have the unbeatableformaldehyde
combination of placing a high value ontechnology
education, technology and hard work,”can continue
says Helge. “In addition to this valuableadding value
human capital, the region is blessedor our presen
with vast natural resources. Theseand future
characteristics form a very solid customers
platform.” Commenting on the broad in Asia.”
consensus at a recent global congress
of economists held in Vancouver,
Canada, Helge concludes, “What it boils
down to is Asia’s huge potential.” Ake Fredriksson.

o low tax rates
» positive attitudes towards business

replying report a similar approach.]




Yet another Malaysian licencee feels that and don’t expand for the sake of
the crisis will not be over until foreign ~ expansion. There’s been over-spending
companies and mutual funds return to on construction, for example, office
invest in the region, bringing confidence building withoutoccupancy. Lendinghas
and strengthened currencies. But, he says, to be tightened; industries that have over-
there are no signs of this yet. borrowed are in trouble.”

A Thai licensee takes a more optimistice Mr Yeo: “I'm not sure people have
view: “It will turn up at the year-end. learned. But it's part of growing up.”
Thailand is ahead of Indonesia becausg another Malaysian licencee expresses a
we are committed to the IMF bailoutplan.  gimmer view, that although lessons will

Then it'll take 2+ years to get back t0'97 g |eared, the crisis will happen again,
levels. Thereafter, growth will be at 3-4% due to the combined effects of world

for 3-4 years.” trade and creditimbalance. Inthe present

RS cye On thels -

mand equation!”

Dr Thomas Fok, Managing Director, Borden Chemical Sdn. Bhd., Malaysia.

[Editor's note: Our Indonesian
contacts chose not to participate in
the interview.]

Are there lessons to
be learned?

scenario, he suggests, it might be a good
time for Western companies to start
buying up and get businessrolling again.

Another licensee from Thailand: “The
five-fold increase in salaries and real
estate in just a few years, spurred by
foreign investment, will not be repeated.
People will have to increase their savings
- and exports. This is the time to stay calm,
to survive instead of going for the big
profits. In other words, it's a time for
steps, not leaps!” ]

Mr Yeo, General Manager, Norsechem Resins, Malaysia.

Perstorp Formox would like

its licencees and other cus-
tomers affected by the finan-
cial crisis to know that our

offer of technical support

remains strong. In addition

to the staff of engineers and
technicians at our home base,
our Singapore office pro-

vides additional assistance
through a dedicated support
team to assure fast and re-
liable service to customers
throughout the region. g

Mr Ng: “People will definitely be
more cautious. They have learned
and in fact this has been good for
us.”

Mr Phumsakdi: “It was too easy
to get money. People didn't pay
attention to the risks, but now
they know. Itwon’thappen again
inthe shortterm, but people may
forget in 10 years.”

Dr Fok: “Keep your eye on the
supply-and-demand equation,

Strong Support from Perstorp Asia-Pacific

Jimmy Yap, Edy Sudasta and Wee Lee are always at your service.

The Other
Deflagration
Hazard?

The subject of hazardous converter feed
conditions (i.e. methanol-oxygen ex-
plosion limits) has been studied at
numerous formaldehyde producers’
meetings and seminars. The insight
gained has added significantly to plant
safety, buMr Dale Valach, from Borden
inthe USA, wishes to draw our attention
to “the other half” with the following
contribution toinformally speaking

Educational Reloading Service

Loading a formal- e
dehyde reactor isn't
all that hard - once
you get the hang of
it. But what's the
best way to learn?
Here’s a report on
one way that really
works

R e T

After first trying manual .
loading, the people aferstorp’s Mats Borjesson (left) with Kronospan’s Tomasz Czajka.
i Kronospan’s plant in
“Exiting the converter are several cOm- g, ¢;ecinek, Poland, decided they mighgreatest advantage of using the machine
pounds, each of which is flammable by \enefit from Perstorp’s educational reloadingompared to manual loading is getting uniform
itself. Whether the typical exit mixtures geryice. They have now used this service olvading. “The machine is not perfect either,”
will support combustion, or to what e |atest three reloading jobs. he notes, “but it makes tls@amemistakes
extent, is not well documented. Several  «y5q40d to have somebody from Perstorpevery time, which makes the load even.
reports of what are termed converter ,, knows the machine perfectly and whdHumans tend to make bigger mistakes and
exit ‘formaldehyde fires' suggest that .o make sure that the reactor is loadethese mistakes are not the same from tube
combustion it possible. However, in , onerly » saysvir Tomasz Czajka, Plant  to tube....”
most of these fire reports some type of \1anager at Kronospan. Tomasz thinks the The quality of the loading is the
atypical condition was also identified as most important factor for Tomasz but
a possible cause. the use of the machine also shortens
“Establishing whether the fires occur the loading time by approximately
under normal or abnormal operating two days. And then there’s the super-
conditions can have a great impact on vised training of hipersonnel. “The
all formox processes. If indeed it is service is a good way for Perstorp to
learned that the converter exit gas is an teach its customers how to load,” he
explosive mixture, over-pressure pro says, “so we can learn to run the
tection equipment comparable to that machine without Perstorp’s assistance.”
in the methanol vaporizer and converter Consequently, for Kronospan’s next
feed may be mandatory. If the reported reloading job, Tomasz thinks that they
fires are found to be the result of ab- can go solo, i.e. machine rental only,
normal system conditions, implementing no supervision needed.
simpler (less expensive) protection For further details about the re-
measures may be sufficient.” loading service, please contaAcina
Helmerssonor Olle Johnsson W

Perstorp Formox comments:
Whether deflagrations can occur after
the reactor has been a matter of discus-
sion for a long time. Perstorp has had
reactor exit fires but no deflagrations.
The heatvalue in the gas after the reactor
is lower due to less oxygen content, and
the gas temperature is higher than before
the reactor. Both result in a reduced
temperature rise in case of fire. Although
studies have shown that the combustion
rate is relatively slow (and thus the
pressure rise), Perstorp plants are de-
signed to withstand deflagration in the
unlikely event that it should occur.
Readers of this article are encouraged to
share any available information on the
subject by contactinds Birgitta Marke

at Perstorp Formox. Any contributions
received will be summarized ina subsequent
issue ofinformally speaking

Mats at the loading machine.

IMPORTANT SAFETY NOTICE

First Aid Treatment for “Once in the Emergency Depart-
ment, physicians may perform gastric

Formaldehyde Ingestion lavage if soon after ingestion, with the
The standard recommended procedure oosual protection against aspiration of
formalin ingestion used to be to inducegastric contents.

vomiting. New findings have led to the  “Emergency physicians should take
following recommendation, submitted by precautions against seizures, hypo-
Dr Thomas Kibby, the Corporate Medical tension, metabolic acidosis and, if
Director at Mallinckrodt, and supported formalinis ingested, for elevated metha-
by Perstorp’s own medical expertise.  nol levels.”

“Call for immediate medical assistance This change will, of course, be incor-
orambulance transfeRONOT INDUCE  porated in all future safety data sheets,
VOMITING . To a conscious victim, give but in the meantime, we urge you to
eight ounces [240 ml] of milk, water, or adjust your present safety data sheets
water with activated charcoal. accordingly! [



Upstream/
Downstream

“neighbour” of ours, who buys relatively

A Real High Flyer

to add alittle extra comfort to all those air mileﬁ:
Although the downstream applications of One such trick may be to avoid using the
formaldehyde often seem virtually endless, airplane toilet towards the end of the fligh
once in a while someone comes up with a when the accumulated odours tend to get a B
novel idea that finds a niche of its own. A  overwhelming.

But not on flights out of Sweden. Why

eet on the ground
tDuoexAirwasactuallyafurtherdevelopm(—:'nt
. Duoex - another formaldehyde-based
sanitation liquid originally developed for
~amper, boat and building site toilets, with

small quantities of formaldehyde fromtime Because Duoex Chemical AB supplies affatentsin Europe, North Americaand Asia.

to time, has come up with three...

Flush with success

Most of the readers afformally speaking ENtrepreneurial spirit
have spent some time in the air. The morehe owner and founder of Duoex, Mr Lei
seasoned flyers tend to pick up a lot of trickidallén, literally started the company in hi§

Leif is proud of his plant.

Him! Ne speeding
methanol Today
either 2/

Swedish airports with Duoex Air, a patente

sanitation liquid, based on formaldehyde, th

safely and effectively removes all unpleasa@ nydrogen sulphide acid (forming harmless

smells at the same time as it disinfects. sodium sulphate instead) in stables and barns

d A third patented, formaldehyde-based
&)troduct - Superfarm - inhibits the formation

etc, reducing odour by up to 90%.

“The beauty of it is that none of these
fthree products emits any formaldehyde, so
there are no transport restrictions due to

garage in Lomma (about 80 oxicity,” declares Leif Hallén.

km from Perstorp), Sweden,

some 30 years ago. Today hé/\Vhat's next?

runs a prospering business wittNow that Duoex can boast a handful of

some 17 employees and asalgsatented products and has set up a

network throughout Sweden. Swedish sales network, isn't it time to look
As chemical companies go,beyond domestic markets?

J i's a very small business, but “Absolutely!” says Leif Hallén. “The

Leif Hallén is full of ideas. hard part - the inventing, testing, appro-
“Our productis the only liquid vals, the creation of some unbeatable
approved by Swedish authori-products - is already behind us. The only

Start-Ups

Inthe the lastissue afform-
ally speakingwe promised
photos of the two new plants
in Wales. Here they are!
Several new projects are alsq
underway:

o Bresforin Aveiro, Portu-

« We are pleased to

« Nosoonerwas theink dry

ties for airplane toilets - andproblem is that we're simply too small to
it's the only one on the marketgo global on our own, so we're looking

he states with characteristioventures, you name it!”
enthusiasm. “Of course you

can disinfect with dangerous i i
chemicals, and you an us urther details can be obtained by

safe chemicals that fail to dis-contacting Duoex Chemicals, Box 192,
infect, but ours is the one that>E-234 23 Lomma, Sweden. u

gives both. In fact, the Sultan
of Brunei found out about our
product and now buys it for all
his planes!”

= bracket. If the problem is as simple a

In the lastissue dhformally speaking
we mentioned that we were testing
radar device for level measurements
methanol tanks. Here is an update fro
Ynvge Carlsson
“On the plus side, the disturbance d
to gas formation in the vapour spac
turns out not to have been a maja
problem. On the minus side, we ha
experienced fluctuations of up to 1(
mm, which we do not find satisfactory
We have, however, observed that
get good results in calm weather a
fluctuations when it's windy! So we are
now trying out a stronger mounting

Radar Testing
___for MeOH

that, we’ll be prepared to recommen
these devices. Stay tuned!” [

thatis both effective and safe,"into other forms, such as licencing, joint-

Projects &

gal, is in the engineering
phase ofanew 180 MTPD
(expandable) plant.

announce the sale of our
biggest-ever single-line
plant, a 275 MTPDtop-
of-the-range plant that
incorporates all the new
features.

on this contract when we
were fortunate enough to
sellyetanother, thistime a
550 MTPD twin-stream

version of the same plant.
When it goes into opera-
tion (tentatively scheduled
for sometime nextyear), it

will be the biggest plant
we have ever designed.

The new Kronospan plant in Chirk, Wales.
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Millenmiunm?

The year 2000 is less than 400 working-
days away. You have already no doubt
heard a lot about the potential impact of
the change of the millennium on electro-
nics and systems using some kind of
microprocessors. It can be very important
to be prepared....

The Perstorp Group has started a
special Perstorp Year-2000 Project, called
P2K, to deal with this problem. We are
using IBM’s transformation 2000 method
as a tool to find and eliminate problems
related to this rapidly approaching
deadline. At Perstorp Formox we recom-
mend all our customers to take similar
steps.

According to investigations headed by
Perstorp’s Instrument Engineering
ManagerMr Jorgen Annell, most of our
field instruments - transmitters, control
valves, analyzers etc - use no date-related

This latest plant represents another milestone for Perstorp Formox, being the 30th planfé@€tions, which means that the impact

have contracted since we first started offering complete process plants in 1992.4

The new Synthite plant in Mold, Wales.

Keep It Up!

with the catalyst.

Attention all customers! In the event of a tempora
shutdown at any time during the catalyst lifetime, be sure
that you maintain your HTF (heat transfer fluid) temperatufe
above the dewpoint of water This simple but important
step is to to prevent the problems that may otherwise arfse
in connection with water condensate coming in cont

t

will be limited or none.

However, concerning Distributed Con-
trol Systems (DCS), we know that there
will be problems and preventive action
must be taken to avoid disturbances. Year-
2000-compliant versions of systems
software are either available now or will
soon be released.

Our recommendations:

e Conduct an audit of your system.

o Follow the manufacturers®
recommendations.

o Update your systems software with
the year-2000-compliant version as
soon as it becomes availahle

For customers with a DCS supplied by
Perstorp, we will ask your local DCS

representative to contact you with further
information within the next couple of

months.

If for any reason you have not been
contacted by August 1st, or if you
have any other problems with local
support, please let us know!

More on this in the next issue of
informally speaking |



Faces & Places

Here’s an update on what's new and who’
new among the people at Perstorp Formox.
Bengt Danielssorhas left Perstorp Formox
to take a new position as head of Perstorp
Chemitec. Bengt has been succeeded
General Manager of Perstorp Formox by
Claes D. Lundstrom. :
Anders Gunnarsson will be leaving us in
August for a job outside the Perstorp Groups
Eva Kaiste has had a baby and will be on
maternity leave for the next 12 months or sq.
Stan Erisman, editor of informally
speaking is now also the Market Com-
munications Manager for Perstorp Formox

We also have some new people:
» Per Stahlis our new controller.

» Two new process engineers have
joined the Perstorp Formox Process

o7

team:

- MariaYngvesson

- andHenrik Aplander

« And at Perstorp Environmental

Catalysts we have three new people:

- Anders Torncrona, Development
Chemist

- Jenny Ostlund, Development
Engineer

- andAldo Orellana, Project Engineer

Henrik

1958-1998

AOTH ATVERSARY

of the first oxide plant
in Perstorp

Next Seminar in Asia

For our next seminar we’ll be going back to Asia, this
time to Phuket on the southern peninsula of Thailand.

The tentative dates are 27-28 October, with a welcome

reception for guests arriving the evening before. The
unifying theme is everybody’s favorite:

Squeezing Profit out of Your Plant

This seminar, which also marks the 40th anniversary
of the first oxide plant in Perstorp, is open to all
licencees, catalyst customers and suppliers. If you
wantto be certain of receiving your invitation, please
contact Elsa Nilsson. The registration deadline will
be September 15.

Perstorp Formox will be on hand for two extra days
following the seminar, partly for training of operating
personnel and supervisors, and for individual, private

discussions on specific topics that our licencees and

catalyst customers may wish to bring forward.
We look forward to seeing you in Phuket!

Serving The
Americas

Service for our many
clients in South America
is now much closer with
the appointment oMr
Chris Kahn as regional
manager for the Americas.
Chris and his team look
forward to close contacts
with all of you.

" d
Phone: + 1419 729 5448
Fax: + 1419 726 5925

Aldo

Jenn

informally speaking

aims to providaform ation abouformal de-
hyde in annformal forum and is publishe
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business.
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