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The Plastics Exchange

bringing the market to

Summary

Sorry resin buyers, you are not going to like this!

Continuing their trek higher, the spot commodity resin markets rallied as soon
as March got underway. Additional cracker problems have caused monomer
supplies to further restrict, creating Force Majeure conditions in both Ethylene
and Polyethylene, sending prices for both products soaring.

Last week Polyethylene prices jumped about $.05/Ib while Polypropylene
added $.02/Ib as news of the monomer issues began to filter through the
market. Generic Prime railcar offers were shown on Monday reflecting current
price increase initiatives, $.06/lb for Polyethylene and averaging $.05/lb for
Polypropylene; however, even these offers began to disappear as the week
wore on.

Prices for the key US energy markets deviated again this past week. April
Crude Oil futures gained $1.84/bbl to settle at $81.50/bbl, an 8-week high.
April Natural Gas futures went the other way, sliding another $.22/mmBtu, to
settle at $4.593/mmBtu, a new low for the life of this April contract. However,
Natural Gas futures have been lower; the Sep"09 contract reached a bottom of
$2.40/mmBtu back in late August 2009. The current Crude: Nat Gas price
ratio continued to widen out to nearly 18:1, alevel not seen since Sept 2009.

Severely tight monomer supplies have driven spot markets higher in very
active trade. Spot Ethylene leaped more than $.10/Ib last week with monomer
for March delivery trading a number of times at a staggering $.70/Ib. Ethylene
for April delivery also jumped, trading as high as $.65/Ib before retreating a bit
on Friday to $.62/lb. The Net Transaction Price (NTP) for Ethylene finally
settled for the last 2 months, with a $.06/Ib rise for January and a $.035/Ib
increase for February bringing that price to $.535/Ib.

Spot Propylene prices also rallied this past week. RGP for March delivery
reached as high as $.575/1b, while March PGP jumped up to $.73/lb, up $.06/Ib
from the last reported PGP trade a couple weeks ago. The spread between
RGP and PGP has expanded further to $.155/Ib; $.05/Ib is more typically seen.
PGP contracts for March settled at $.685/Ib, up the full $.05/Ib that was
nominated.

Extreme activity in the monomer markets, especially so early in the month, will
very likely pave the way for resin producers to implement their nominated
price increases in March.

Michael Greenberg, CEO

The Plastics Exchange

Disclaimer: The information and data in this report is gathered from exchange observations as well as
interactions with producers, distributors, brokers, and processors. These sources are considered reliable. The
accuracy and completeness of this information is not guaranteed. Any decision to purchase or sell as a result of

the opinions expressed in this report will be the full responsibility of the person authorizing such transaction. Our
mark et updates are compiled with integrity and we hope that you find them of value.

Chart values reflect our asking prices of generic prime railcars delivered USA.
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Market Update -

March 5, 2010

Total Offers 21,727,984 Ibs Spot Contract
Resin Total Ibs Low High Bid |Offer
HDPE - Inj 3,758,520 $.640 $.705 $.650 $.690
PP Copolymer - Inj 3,548,012 $.740 $.860 | $.760 $.800
GPPS 2,335,000 $.750 $.820 $.760 $.810
PP Homopolymer - Inj 2,786,000 $.730 | $.790 | $.740 | $.780
LLDPE - Film 2,455,956 $.690 $.730 $.670 $.710
HDPE - Blow Mold 1,936,288 $.640 5.690 $.650 $.690
HIPS 1,834,092 $.800 $.880 $.820 $.870
LDPE - Film 1,160,024 $.750 .800 $.720 $.760
LDPE - Inj 444,092 $.700 $.720 $.690 $.730
LLDPE - Inj 280,000 $.650 5.710 $.680 $.720
HMWPE - Film 190,000 $.710 | $.710 | $.670 | $.710

The above table shows the current resin markets on The Plastics Exchange. The contract market is for
Generic Prime bulk railcars delivered to most US locations, or packaged in 25kg bags on pallets in a

Houston area warehouse. The Spot market is a summary of current and live offers.

can be viewed and purchased on the website.

Wide ranges in prices might be the result of offgrade and /or export railcars on the low end and

Individual offers

packaged prime truckloads on the high side. All offers are subject to prior sale and credit approval*

transactions are for actual delivery.

Crude Oil : Natural Gas
Scaled to 6:1 parity - 2004 to present
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HDPE Blow Molding

Spot Polyethylene prices rallied $.05/Ib this past week amid soaring
feedstock costs and some Force Majeure conditions in both Ethylene and
Polyethylene.  With spot Ethylene prices jumping at least $.10/Ib,
Polyethylene producers will clearly be firm in their effort to enforce the full
$.06/Ib price increase they previously nominated for March contracts.
This is on top of the $.12/Ib increases successfully implemented between
Jan/Feb. Another $.05/Ib has already been floated for April.

A full slate of Generic Prime Polyethylene railcar offers, albeit in low
volumes, were aggregated from domestic producers this past Monday and
Tuesday. The material was priced reflecting the full $.06/Ib increase
sought for March. At first the new higher price appeared as a shock, but by
the end of the week, even these offers were no longer available.

These runaway Ethylene and Polyethylene prices are uniquely a North
American phenomena, driven by numerous complications in monomer
production. Rapidly rising prices have made US Polyethylene exports
uncompetitive on the international market, causing high volume spot
exports to grind to a halt. In fact, for the first time in ages, we are seeing
realistic import offers coming from Europe and the Middle East.

It appears from our spot floor summary that the Polyethylene market is
amply supplied. This might be misleading unless one clicks through to the
actual offers on our website to reveal that most are for packaged material
coming from Houston exporters with unsold inventory or from yet-to-be
shipped imports shown to the market.

With cheaper resin made available from other parts of the world, the
question posed is if significant volumes of imports might actually make
their way into the US. Traders appear intrigued by the opportunity, but
quickly caution whether the domestic market would still hold up by the time
the imported resin arrives. Since the huge run in Polyethylene prices is
cost, not demand-driven, there is a strong likelihood that the PE market
will unwind when monomer costs subside.

Spiking Ethylene prices have been limited for delivery in the near-term.
While monomer for March delivery is currently priced at $.70/lb, April last
traded at $.62/Ib and May is nominally priced in the low-mid $.50s/Ib. As
the year moves on the discount is even more prevalent, into the low
$.40s/Ib for the 3rd quarter and high $.30s/Ib for the 4th quarter. This
backwardated shape of the forward curve has been intact since the supply
issues began in January; however, as the problems persisted, the
anticipated price drop has been continually pushed off.

The high cost of scarce monomer has surely curtailed resin production.
Since domestic resin prices still need to catch up and high-volume export
opportunities are gone, some producers might prefer to sell their excess
monomer to another market participant willing to pay $.70/lb for spot
material. This will likely cause a drawdown in producers" already low
inventories, and despite demand being damaged, further solidify
supplier"s pricing power for the near-term and even during the initial period
of the anticipated monomer cost reductions.

We see the Polyethylene market very firm right now and unless something
drastically changes, expect most if not all of the current $.06/lb price
increase to become implemented for March contracts.
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Polypropylene

Spot Polypropylene prices moved another $.02/lb higher this
week, supported by still rising feedstock costs and low resin
inventories. Spot PGP monomer traded $.06/lb higher, last
transacting at $.73/Ib. Reduced splitting capacity has helped
PGP maintain a huge premium over RGP, which added a few
cents this week, now up to $.575/Ib. March PGP contracts
settled early in the month up $.05/Ib to $.685/Ib.

There were limited volumes of Generic Prime Polypropylene
railcars shown to the market this past week, all including the
current $.05-.07/Ib increase sought by producers for March.
As they have tried in February, producers are seeking to
expand their margin over monomer by $.02/Ib. With so many
PP contracts tied to monomer, at least the added costs will be
covered in March.

Very tight feedstock supplies coupled with minimal margins
have encouraged Polypropylene producers to maintain strict
discipline with regard to resin production. Although
discretionary resin production is undesired, reactors still
need to be run above 80% to maintain consistent prime resin
output. To assist efficient reactor scheduling, processors
have been urged to place their orders early in the month.

Perhaps it is due to reduced production that a bit more
offgrade resin seems to be available in the spot market. With
the prospects of $.80+/Ib contract railcars, even processors
that typically only purchase prime resin are entertaining
widespec material to save on price where they can.

While resellers with inventory are floating their prices higher
along with the rest of the market, it is not uncommon to see
them take a little bit less to get the order and capitalize on the
bulk of the increases. However, as time goes on, there is less
and less of this old material remaining for sale.

The export market is currently not much of a factor. The only
viable outlet for exports is south, and that is primarily to
Mexico. Still to get the orders, bids are not much higher than
monomer.

March Polypropylene contracts will settle at least $.05/Ib
higher, with the possibility for producers to gain a little extra
margin that they are seeking over their monomer increase.
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