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Will Trevira find a buyer?
Malini Hariharan blogs about
the Indian chemical industry and
this week wonders if Reliance
Industries owned Trevira will

find a buyer prepared to invest
enough cash and management
time in the firm. For more on this
and other thoughts on the Indian
Chemicals sector, go to:
www.icis.com/blogs-
india-chemicals
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CEO

noncore businesses through portfolio
management, the likelihood of buyers
emerging looks remote. As Knebelkamp
noted, that “there are not too many players
with strong enough balance sheets around to
drive the consolidation at the moment?”
Producers and strategic buyers are too busy
trying to minimize losses, while private equity
buyers have limped out of the market and are
looking at alternative ways to participate in

“We are going
through quite
some downsizing”

Isidro Quiroga, Dow Europe & IMEA

future given the demise of their debt-raising
ability. Only the very cash-rich producers and
sovereign funds may hold the potential to act.

Morawietz, however, advised that now is
the time for executives to put more emphasis
on strategic topics such as M&A and to
assess how the sector landscape will change
among competitors, customers and suppli-
ers. “What are the opportunities for specific
industry sectors as aged and nonperforming
assets are taken out?” for example.

“We are seeing these topics starting
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right now and we see this as a sign that the
companies have accepted and will manage
the crisis in terms of how to reduce costs.”
The key issue now is what comes next, and
this, he noted, will depend very much on the
length and depth of the crisis.

“We are clearly seeing lots of ideas for
strategic activity but limited right now by
shortage of cash” But in the long run, action
will be taken, and ironically, the longer the

“We are focusing on
quick cash-generating
initiatives”

Arno Knebelkamp, VESTOLIT

downturn lasts, perhaps the better it will be
for the sector, as more and more capacity is
closed permanently.

The survivors will be those companies
with plenty of cash and good-quality assets.
These, said Litjens, really should now be bal-
ancing short-term cost cutting with longer
term investment, to be ready to benefit from
the upturn. |

For more information on Booz & Company,
go to www.booz.com

While the decline in demand and
company performance has spurred
prompt action, a good third of company
CEOs and boards have little faith in

the soundness of their strategies. And
many are not sure of their strengths and
weaknesses going into the recession.

These findings come from a turn-
of-the year survey by Booz & Company
of 800 leading industrialists. Further
findings, pointed out Richard Verity of
Booz & Company, were that almost
everyone agreed that the structure of
their industry would alter as a result of
the current crisis. “We are certainly at an
inflection point and the next 12 months
will define the winners and losers in the
industry. This puts an extreme burden on
CEOs at the present time.”

But even where companies are secure
in their strategy, many at the moment
have little freedom to execute them.
High financial leverage is holding many
back, while for others the problem is low
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liquidity. Such companies really will have
to just ride out the storm.

Others are, however, still in good
shape and these Verity terms the
“industry shapers,” with the ability to
take advantage of the current situation,
especially given the low valuations in the
chemical sector right now.

But what should companies do?

For the weaker positioned, Verity
suggests they should be looking at cash
preservation, noncore disposals and
new sources of external funding. The
stronger positioned should be looking
at geographic and product expansion,
investing in people and talent, and
acquiring assets and companies. “They
should be positioning themselves for
growth after the crisis,” said Verity.

In the meantime, all companies, he
believes can benefit from reductions in
working capital — and especially through
inventory reduction - and enhanced
performance on receivables.



