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US VIEWPOINT

Almost every product we use on 
a daily basis is influenced by the 
chemical industry. It’s no secret 

that COVID-19 wreaked havoc on the 
chemical industry. Chemical demand 
was shattered throughout end markets. 
Global supply networks were disrupted. 
Chemical company stock prices took 
enormous losses. And the competitive 
order of chemicals producers shifted 
almost immediately.

Global supply disruptions, rolling 
COVID-19 restrictions, the February 2021 
deep freeze in the United States along with 
Hurricane Ida in August, as well as container 
shortages and logistics constraints causing 
extended lead times, have resulted in basic 
commodity shortages all the way down 
the supply chain to finished goods. The 
chemical industry has been shaken to 
its core.

In November, US industrial production 
held steady on the month at +5.3% yr-on-yr. 
Looking ahead, industrial production in 

the US is expected to grow slightly yr-
on-yr, driven by COVID vaccine tailwinds, 
pent-up demand and fiscal spending. 
Also, consumer-related manufacturing, 
factory parts/machines and energy related 
spending should also be strong in 2022.

	n US ECONOMY

The US economy still has (at least) another 
pair of challenges in 2022 before returning 
to a full bill of health – the Omicron variant, 
and the inflation pressures arising from 
both supply challenges and exploding 
global demand. However, fundamentally, 
many still hold an upbeat view that the 
US economy will stay strong in the face of 
these challenges, and we look for above-
trend growth again in the coming year, with 
lingering strength even out into 2023.

Some encouraging indicators to note:
• US real GDP will likely rebound at a 

strong pace at the end of 2021 and a 
solid 3.5% growth in 2022 is expected.

• Many are expecting only a moderate 
restraint from Omicron, largely due to 
some new restrictions on travel and 
some increase in consumer anxiety.

• Economic activity will come from 
elevated household savings, low interest 
rates and a sturdy housing market.

• The US infrastructure plan should add 
0.1% of GDP and the “Build Back Better” 
plan could add another 0.6% of GDP.

• Business spending is on the rise, with 
non-residential investment surpassing 
pre-pandemic levels.

• The unemployment rate is projected 
to fall further from 4.2% in November 
to pre-pandemic levels of 3.5% by 
late 2022.

	n US CHEMICAL INDUSTRY

The chemical industry is recovering as 
manufacturing activity resumes and 

Michael Rezai, a Senior Consultant at the ChemQuest Group, 
reports on the current state of the chemical industry in the US and his 
predictions for the paint and coatings sector for the coming year

Paints & coatings 2022: 
Where to from here?

Demand impact across chemicals end-markets. Source: Strategy&, WEF

Industrial production growth for the US and 
China is stable. Source: BMO Capital Markets, 
Trading Economics

Global Industrial Production Forecast 
(Annual). Source: Bloomberg
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stockpiles are rebuilt on the backs of 
a strengthening US economy, and it 
is positioned to accelerate as strong 
consumer demand and restocking 
drive growth. This is reflected in 
production volume:

Furthermore, by 2025, chemical sector 
capital spending in the US is predicted to 
reach US$37.3bn, about three times what 
it was at the start of the last cycle in 2010. 
Investment for bulk petrochemical and 
organic intermediates, along with that for 
plastic resins, will dominate.

The new capacity started up recently 
and is slated to come online in the years 
ahead puts the US in a top competitive 
position for the foreseeable future. More 
than half of the investments announced 
since 2010 have been completed or 
currently are under construction. As the 
global economy expands and key-end use 
markets strengthen, we expect growth 
in basic chemicals as well as most other 
chemical segments through 2025.

	n RECENT END MARKET 
HEADWINDS ARE POISED 
TO BECOME TAILWINDS

The coatings industry has also experienced 
a structural face-change. Sluggish recovery 
from end markets that were significantly 
hit by pandemic limitations and those 
limited by supply chain interruptions has 

continuously been the caveat to otherwise 
excellent sales growth for speciality 
coatings makers during 2021. Normalising 
customer behaviour and supply chain 
stabilisation during 2022 should result in 
significant sales tailwinds when inventory 
replenishment and investment in these end 
markets restart.

Light vehicles are an important market 
for chemistry, with more than US$3200 in 
chemistry per vehicle. In 2020, global car 
production fell, with supply chain lockdowns 
leading to order cancellations and, once 
production began, a halt in assembly due 
to semiconductor manufacturers’ inability to 
satisfy demand. 

Vehicle sales in the US, which were 
17.0M in 2019, increased to 15.3M in 2021, 
up from 14.5M in 2020 and are forecast 
to reach 16.0M in 2022. Pent-up demand, 
return to work, pre-COVID commuting and 
favourable borrowing rates too benefit auto 
sales. Auto refinish should also continue 
to steadily improve towards pre-COVID 
levels. Although new COVID variants and 
a reversal of reopening trends have the 
potential to be significant headwind to the 
refinish end market.

Various mobility measures that are 
tracked continue to trend toward full 
recovery: US vehicle miles travelled during 
the summer months came in just a few 
percentage points below pre-pandemic 
2019 levels, and a near complete recovery 
is expected during 2022.

Housing/Construction is also a large 
consumer of chemistry. Housing starts 
rose during the pandemic as historically 

low mortgage rates and remote work and 
learning led to a geographic dispersion 
of households.

The US housing market is expected to 
continue to be robust in 2022, driven by 
strong underlying fundamentals that include 
favourable 30-year fixed mortgage rates in 
the ~3% range, improving housing starts 
and existing home sales, and low housing 
inventory in the US. 

It’s also worth noting the effects of 
the country’s two largest demographics: 
baby boomers (72M people) who are 
ageing in place and boosting renovation 
spending, and millennials (73M people), 
who are starting families and driving 
demand for entry-level houses. Demand for 
homeownership is likely to remain robust as 
the huge millennial generation continues to 
move through the prime ages for forming 
households and buying homes. Having 
said that, housing inventory is low, and 
supply chain challenges are limiting the 
amount of inventory that can be brought 
onto the market, therefore low inventory 
levels may serve to be a key barrier to 
housing development in 2022, though the 
subsiding pandemic and resumption of 
more normal activity should encourage 
more owners to put their homes on the 
market. An expanded supply of for-sale 
homes would help to slow the meteoric 
rise in house prices, but new construction 
also has to pick up substantially to keep 
homeownership relatively affordable.

The repaint and remodel end market is 
predicted to be strong in 2022, primarily 
driven by: 

• An ageing housing stock: the median 
age of a home in the US is ~40 
years old.

• Change in US home values; home 
price appreciation gives homeowners 
confidence to remodel, even more so in 
a favourable interest rate environment.

• Strong macro fundamentals. 
Unique to the industry, Sherwin Williams, 

and other coatings manufacturers with 
direct exposure to consumer (contractor/
PRO/DIY) are well positioned to take 
advantage of the favourable housing trends 

% Change in production volume
Industry segment 2020 2021 2022 2023

Total chemicals 
(excl. 
pharmaceuticals)

(3.5) 1.4 4.3 2.1

Basic chemicals 0.5 1.8 5.1 2.6

Speciality 
chemicals

(15.0) 2.6 4.1 1.6

Plastic resins 5.6 0.4 6.0 3.0

Source: ACC

Chemical industry capital spending. 
Chemical industry capital spending 
likely fell by 14% in 2020 where capacity 
utilisation fell to 78% and will experience 
only a modest 4.8% gain in 2021. Growth 
will remain moderate in subsequent years 
but could pick up afterward if the business 
environment proves supportive.  
Source: American Chemistry Council

Global SAAR expected to grow.  
Source: Evercore, Bloomberg

US housing starts expected ~7% higher yr-
on-yr in 2022 and ~30% above pre-pandemic 
2019. Source: Evercore, Federal Reserve

US vehicle miles travelled have nearly 
recovered to pre-pandemic levels.  
Source: Evercore, Bloomberg

Letter from US Feb 22.indd   2Letter from US Feb 22.indd   2 26/01/2022   14:5026/01/2022   14:50



SECTION REPORT

12 PPCJ • February 2022
www.coatings-group.com

US VIEWPOINT

in 2022. With a controlled distribution 
model, the (company-owned) paint stores 
allow better control of pricing and inventory. 
Also, the stores offer higher customer focus 
through real-time feedback and direct 
relationship with end users. 

	n DIY ACTIVITY

The pandemic was a boon for the 
remodelling industry by forcing a variety 
of housing and lifestyle changes that 
encourage improvement spending. Many 
owners found themselves unexpectedly in 
need of greater space to work from home, 
assist their children with remote learning 
and maintain social distance. Others 
welcomed aged parents, adult children, or 
caretakers into their homes, whether on 
purpose or by accident.

However, this momentum has slowed, 
and consumer DIY activity has reverted, 
pointing to a slowdown relative to the 
initial uptick in the housing market, but 
still well above pre-pandemic levels of 
remodelling activity.

For the US Coatings industry, underlying 
demand looks to have remained quite 
healthy, and supportive of solid growth 
through 2022. Residential leads are 
comping positive yr-on-yr in Nov/Dec for 
pro painters, extending project backlogs 
that look up 8% yr-on-yr to close 2021 
(Source: Cleveland Research). We also 
see a constructive outlook for commercial 
jobs despite the recent COVID-variant 
challenges. Commercial leads are up 
double digit over the last three months 
and job growth is expected to rise 10% 
in 2022, driven specifically by strength 
in the healthcare, retail, government and 
warehouse verticals. Industrial segments 
expect 10% increase in 2022 over 2021, 
where industrial order backlogs are nearly 
30% higher. Overall, Pro paint demand 
looks solid into 2022.
 PPCJ

Author: Michael Rezai currently serves as 
a Senior Consultant at The ChemQuest 
Group and has been with the firm since 
2016. He has extensive experience covering 
the global speciality chemicals market and 
specifically M&A activity within the chemical 
industry. Before ChemQuest, Michael was a 
Purchasing Manager at Valeo SA, a tier 1 auto 
part supplier.

This year, the American Coatings Show & Conference is returning 
to Indianapolis, from April 5-7. Here are some highlights of what 
visitors can expect to see at the Indiana Convention Center

ACS returns to 
Indianapolis
Registration is now open for the 

American Coatings Show and 
Conference 2022 (ACS/ACC), 

which will be held April 5-7 at the Indiana 
Convention Center in Indianapolis, Indiana.

For the first time, the ACS will run 
simultaneously with the ACC, offering show 
and conference attendees more networking 
and business opportunities. 

“We look forward to re-engaging with 
the industry after such a long hiatus. The 
2022 show and conference will build on 
the event’s established reputation as a 
high-level learning experience and platform 
for showcasing industry products. By giving 
conference attendees more opportunities 
to spend time at the exhibition, we 
are offering them a more integrated 
experience. In that same vein, exhibitors 
will have more of an opportunity to interact 
with this segment of the audience than 
before,” said Cheryl Matthews, VP of 
Events and Expositions for the American 
Coatings Association.

	n COMPREHENSIVE CONFERENCE

Featuring more than 90 technical 
presentations, an extended Poster 
Session and 10 pre-conference tutorials, 
the ACC attracts more than 1000 
industry professionals seeking to expand 
their knowledge of the latest trends 
and research results from academia, 
government and industry. 

Kicking off the conference is keynote 
speaker Chris Killian, PhD, Senior Vice 
President and Chief Technology Officer 
at Eastman, who will deliver the keynote 
address entitled, “The Role of Innovation 
in the Coatings Industry When Every Color 
Must be Green.”

Speakers from major players within 
the coatings industry include: allnex; 
Evonik; BYK; Arkema; Eastman; BASF; 
The Chemours Company; Huntsman; 
Michelman; Dow Chemical Company; 
the impressive list of companies goes on. 
Other highlights include the poster session, 
the Pre-Conference Tutorials, which are 
designed to quickly bring newcomers up to 
speed on current technology and refresh 
what experts already know and the plenary 
session, where the prestigious American 
Coatings Award will be presented for the 
most outstanding technical presentation at 
the conference.

ACS 2022 attendees can look forward 
to the same educational, business and 
social opportunities from years past, 
such as Product Presentations, exhibitor 
demonstrations, the Career Center and 
the Fun Run. The third ACS Fun Run takes 
place on Wednesday, April 6 at 7.15am on 
the start line and gives runners and walkers 
the chance to enjoy a 5K route featuring 
some of Indianapolis’ most picturesque 
sights, including the city’s famous Central 
Canal and the River Promenade at White 
River State Park. Proceeds from the 
race support student participation in 
future AC Conferences. You can register 
either online beforehand or on-site at the 
registration counter.

For the first time in 2022 the ACS will 
also feature a Powder Coatings Pavilion.

For more information, please visit:  
www.american-coatings-show.com
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