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The Chemical Company



Our Business Environment is Changing

Yesterday Tomorrow

Chemical market grows Chemical market grows more
faster than global economy slowly than global economy
Demand for chemicals Increasing importance of the
concentrates on the Asian markets, in particular
U.S., the E.U. and Japan China

Global developments are

Predictable economic cycles becoming less predictable

=>BASF 2015 embraces change as a strategic opportunity
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2001: Consumers are Concentrated

in the Advanced Economies

2001: Total = 1.1 billion consumers (17% world population)

[
United States

Germany

236 mill.

110
mill.

Japan

. 10 million consumers
Source: World Bank, EIU, US Census Bureau
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Consumer Spending will Shift to

Emerging Markets

2015: Total = 2.02 billion consumers (29% world population)

United States

284 mill. 700 mill. 112

China mill.

Japan

. 10 million consumers J
Source: World Bank, EIU, US Census Bureau . I
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Macroeconomic Scenarios 2015

O -BASF

The Chemical Company

Global Business Environment

Macro Driver Developments

. Natural .
Consumption Resources & Regulation

Patterns ) and Activism
Environment

Demographics Globalization

Chemical Industrial End
Industry Consumers Consumers

Technology

= The Scenarios are determined by 5 drivers as well as unplannable events (wildcards)
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Wildcards — Increasing Volatility of GDP

Growth due to Unplannable Events 0 -BASE

The Chemical Company

Wild cards are low-probability, extremely high-impact events that are
global in scope and directly affect the human condition, potentially
disruptive (negatively or positively), intrinsically beyond the control
of any single institution, group or individual, and rapidly moving

Source: The Arlington Institute
HbPrasentationen/FutureManagement - 6



Strategic Instruments in BASF

P
< \ /"’
-
BASF < /I/' // 0 Grc?up-Strategy
2015 < , Regional 0 Guidelines
e _~  Positioning il
V. 4 >
p~egongy Strategic Dialogue
Strategies > 4
. O Business '

Development
aT gy
Platform

72 Strategic Business Unit
Strategies

v

Strategic Planning co-ordinates the strategic dialogue
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Scenario Planning at BASF

O -BASF

The Chemical Company

Scenario = Global Economy Scenarios
Think Tools

Framework v
Software &

— > Regional Petrochemical./ Methodology

~~ Scenarios Specialty Scenarios S
l l  —
Industry <> Strategic Business [l 4
Strategies Units Strategies [
v . Support for

Investments, Acquisitions, ¢~ Development
Joint ventures, R & D

=» Using Scenarios as strategic framework and scenario think tools for

strategy development
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Chemical Industry Scenarios 2015

Europe at the Crossroads




Regulation in the EU Chemical Industry

B Single regulation much more penalising (REACH)

B Cumulative effect of hundreds of legislative acts:
if each of these is unfavourable, the cumulative effect is unbearable

Environmental regulation 501537 Areas of interest
from the European Union 457 O Water pollution (5%)
Wastes (9%)
3153‘7 @ Air pollution (18%)
258 @ Dangerous
180220 O substances (33%)
147 @
92 135 O ®
64 cumulated number 0
44 , Safety (35%
g o ® ® period 1990-2003 Yy (35%)

90 91 92 93 94 95 96 97 98 99 00 01 02 03 Source: CEFIC, Unice
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Four Scenarios for the Future of the

European Chemical Industry (Cefic) 0-BASE

The Chemical Company

Revitalized EU Chemical Industry with increased
innovation and customer orientation

Focused EU Chemical Industry with strength in high-
end products and sustainability

EU Chemical Industry without confidence in the
attractiveness of the European market

B Shrinking EU Chemical Industry not able to beat
imports
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Chemicals Trade — Deterioration Ahead?

EU Chemicals Trade Position
- BASF

The Chemical Company

Extra-EU 140
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Futuring as Major

Strategic Success Factor

O -BASF

The Chemical Company

O - BASF

The Chemical Company

O - BASF

The Chemical Company

O - BASF

The Chemical Company

[1- BASF

The Chemical Company

O - BASF

The Chemical Company

O - BASF

The Chemical Company
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Chances and Risks for the

European Chemical Industry 01- BASE

The Chemical Company

New

Technologies
Asian (Opportunities& Middle East
Competitors ‘ Competitors
DPE3 : 3 0 J
Global o 8 e Customer
Economy Arientatia Industries
Balanced Incentives for Non-bureaucratic
Chemical Policy Innovation regulations

European Authorities
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Each Chemical Company has to Develop
its Own Scenario-Approach

=>» Global Scenarios as Input for BASF 2015
=>» European Scenarios as Input for BASF Strategy Europe 2015
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