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Rhian Tucker (Credit Suisse): I’d like to ask a question about raw 
materials. Obviously, prices have picked up a lot and you have 
been very successful in passing those on. One of the things we’ve 
heard is that now we are seeing supply shortages of raw materials, 
particularly naphtha. Can you comment a bit on your sourcing of 
raw materials? 

Just as a small kind of add-on question: Your inventory levels were 
particularly high post Q2 and post Q3. Is that because of this raw 
material price increase or the volume builds up as well as you 
prepare for more activity? 

 

Dr. Jürgen Hambrecht: Let me take this one and I will ask Kurt to 
complement if something is missing.  

Let me first say: In raw materials, we certainly had a major 
increase in the third quarter. This was almost 40 percent increase 
in raw materials. Most of it we have passed through to the market, 
due to the capacity/demand balance which we have in most of our 
product lines. Is there a shortage in certain raw materials, naphtha? 
I can’t see this in naphtha because, if you look into naphtha going 
forward, basically this is very closely linked to oil and there is only 
a minor contango. 

Other raw materials are a little bit shorter in specific cases, more 
on the speciality side, like styrene etc., but not a fundamental 
limitation with regard to availability. 

Inventory levels: All in all, this is most due to the value. We have to 
say: We have adjusted our inventory levels to the operations we 
have at this point of time. Compared to the past, it’s on the low 
level. And if we look into the pipeline at our customer industries, all 
in all, with very few exceptions, this is at the low side. 
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Jenny Barker (Nomura): First of all, not a question: Could I just 
personally put an appeal for an early Q&A, an early Conference 
Call like you did last time? I thought that was very good, 7:30. 

Now to my question, following on perhaps a little bit from the last 
question: You do mention under Performance Products that there 
was some weakening of the additional demand that had arisen 
earlier from inventory restocking in some customer industries. 
Could you just say which customer industries, please, and 
therefore, which of your performance product product chains were 
affected? 

 

Dr. John Feldmann: Well, Jenny, particularly for products which 
have a long shelf-life like pigments and certain additives for 
plastics and for coatings, stabilizers, anti-oxidants and other 
products, we have seen that our customers for a long time have 
tried to fill up their own inventories again. This has now normalized 
and we see that the mood in this industry is now shifting to 
optimizing their working capital with a view to the year end where 
they want to have, let’s say, a decent level of working capital. The 
drive for filling up again has substantially reduced in these 
businesses. 

 

Neil Tyler (JP Morgan): You make several comments in your 
statement, in your Interim Report with regard to demand being in 
excess of available volumes, I think, engineering plastics, 
intermediates and some of the petrochemicals. 

The impression, I suppose, from that is that outside of the 
Functional Solutions business you are running close to full capacity. 
My question is: Is that the right impression? If so, what scope do 
you have for increased volume growth next year? And specifically: 
Where should we look for that? 
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Dr. Jürgen Hambrecht: Neil, this boils down to quite a few 
product lines. Let me generally say: Yes, in some areas we are 
limited in capacity, e.g. acrylic acid – this is very short around the 
world, not only with us, also for others – and oxoalcohols and 
caprolactam e.g. These are the areas where we, on our side, do 
the utmost to make our plants even more available compared to 
the past, which means increasing the productivity of our plants. So 
there is room to do more, but it’s limited. So it’s not a new capacity 
and we cannot build these capacities right away. 

All in all, however, I have to say, if we look across the board, we 
still have room, major room for growth. 

 

Anthony Jones (Redburn Partners): Sabic yesterday announced 
the intention to move into polyurethanes, which is a market which 
is quite consolidated and you have quite a big position. The trend 
over the past cycle has been to the Middle Eastern expansion, 
mainly into olefinic businesses, but this is aromatics. Does this 
suggest a change in strategy there and is this going to be a 
medium-term threat to BASF? 

 

Dr. Jürgen Hambrecht: I cannot comment, Anthony, on strategic 
shifts within Sabic. But what I can tell you is: For us, it’s certainly 
not a threat. We are one of the world leaders. We are very well 
positioned in all regions. We have best positions in all regions. We 
have manufacturing sites around the world, in the markets where 
the customers are. So it will not be a threat, if this is the case at all. 
I think it’s pure speculation. 

 

Thomas Gilbert (UBS): The Oil & Gas business, I was wondering 
if you could comment on the current trading conditions into 2011, 
obviously with the discrepancy with the volume and price 
development, the situation in Libya, the ratio of spot versus 
contract gas that you are selling, whether that stays constant or 
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whether it’s improving in 2011 and whether, in general, the Oil & 
Gas business is one of the cornerstones for your ambition to grow 
the earnings next year.  

I am just trying to understand how vital the Oil & Gas business will 
be and what its role in the earnings delivery is going to be going 
forward. If you could comment on that, that would be very helpful. 

 

Dr. Jürgen Hambrecht: Thomas, nice try to put five questions into 
one! But let me tell you: Oil & Gas, as all other businesses, will 
have to contribute to our growth and they will. – With this, I hand 
over to Kurt because he knows best about this. 

 

Dr. Kurt Bock: Hi, Thomas! I am still wondering which question I 
should answer. First of all, Libya: The situation hasn’t really 
changed. We are still not where we operated in the past due to the 
OPEC restrictions.  

The second question was about the spot versus contract markets 
in natural gas, obviously. The market is changing; that is for sure. 
Let me phrase it that way: I think we are in a good position to take 
advantage of any changes in the marketplace and we feel that we 
are absolutely competitive with our purchasing and supply 
contracts which we have in place. 

And then there was a last question where I struggle a lit bit to give 
you an answer. You asked for the outlook in terms of volumes and 
prices in 2011. We all know that pricing is extremely volatile. For 
the time being, it looks like, given the underlying GDP growth 
globally, that oil will remain relatively strong. With a growing 
economy, we also expect that the oil and gas demand will grow in 
2011. However, especially in gas, there is a certain seasonality 
built into it as well. 
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Sophie Jourdier (Citi Investment Research): My question was 
actually on the electronics end market. We have had some 
companies talk about some softening in that market. So I just 
wondered whether you could talk about what you are seeing in 
electronics. 

 

Dr. Jürgen Hambrecht: Sophie, we have seen this, too. There are 
two main areas. These are the PCs which are bought by, let me 
say, the companies after the crisis. They have to do it, let me say, 
regularly and most started to do it when the business has taken up. 
And the second one is flat TVs. With the World Championship of 
Soccer in South Africa, there was a big, big boom which has a little 
bit softened. 

However, we consider this as a temporary effect. At the beginning 
of next year, we will see another pick-up. 

 

Peter Clark (SG Securities): Just talking about the operations that 
came with Ciba: I know you don’t like specifically talking about the 
old company itself, but it is nice to see the practicality is fully 
utilized. I can’t remember that last happening. But we are now just 
over two years since you announced that deal. I see you’ve got an 
expansion of plants in China.  

Give me just a feel for your feeling of how those businesses that 
have come in now fare, especially against the expectations two 
years ago. We have been through a recession, we are coming out 
and it looks like the profitability is building very nicely. 

 

Dr. John Feldmann: Peter, we have acquired a business which 
was quite cash-loss making when we acquired it. We are now, as 
you can see in the Performance Products segment, in a situation 
where we have extraordinary results, better than we had 
anticipated ourselves. This is certainly the effect both of generating 
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synergies as we predicted, but also improving our market position. 
This is particularly true in some areas like paper, like plastic 
additives and in the coatings area. So we see the benefits from the 
Ciba integration coming and you can see this in the bottom-line 
effect that we have. 

 

Paul Walsh (Morgan Stanley): I was hoping we might get an 
update on your activities in China, how the third quarter 
progressed in particular and in terms of the investments that you 
are putting on the ground and how you think the landscape is 
changing in China with regard to the 12th Five-Year Plan which is 
now really set in stone. I want to really understand the contribution 
that this is going to make to your growth going forward. 

 

Dr. Jürgen Hambrecht: Paul, very generally: China is still growing 
very, very solidly for us. This has to be supported by investments. 
Our investments into Nanjing II have started with the cracker 
integration, turnaround this year in the second quarter and now we 
are in the midst of constructing the rest of it which, at the end of 
the day, means we will start up in the second half of 2011, getting 
into 2012, offering us additional opportunities in the ethylene oxide 
added-value chain, but also in oxoalcohols, surfactants etc. 

Secondly, in China we are still working on our project in Chongqing, 
leading to a huge additional investment into polyurethanes, 
specifically MDI.  

The 12th Five-Year Plan – very interesting, I have to say, because 
the headline most probably has to be: Qualitative growth instead of 
quantitative growth, really meaning that they are looking into 
efficiency everywhere, not just because of climate change, but 
because of natural resources, too. They are short in certain areas.  

This will support our business because, as you know, chemistry is 
the enabler everywhere. So at the end of the day, our added-value 
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chains, especially in the water area, but also plastics and basic 
chemicals will benefit from this overall approach. 

 

Norbert Barth (WestLB): A question on Cognis: I know you have 
written that you still expect it to come in November, but do you 
have any indication that from anti-trust you have to sell bigger 
parts or do you have the feeling that also integration could go 
better than perhaps so far announced? 

 

Dr. Jürgen Hambrecht: Let me make this very quick: First, this is 
just in the process in Brussels. Second, we do not expect that 
there is a big issue. 

 

Jeremy Redenius (Sanford C. Bernstein & Co.): I haven’t heard 
any mention of the NEXT program or fixed cost control recently. I 
wonder if you could possibly give us an update there. 

 

Dr. Jürgen Hambrecht: With regard to NEXT, you remember that 
in 2012 we want to achieve 1 billion. We are now at the level of 
about 600 million out of which 300 million have come in this year. 

 

Andrew Stott (Bank of America Merrill Lynch): Five North Sea 
discoveries in 2010, you are talking about appraisal phase starting 
a.s.a.p. Could you just give me some idea of the scale, potentially, 
of these discoveries and also the timing of contribution to 
production growth, if successful? 

 

Dr. Kurt Bock: Andrew, we have five fields under development. I 
think it’s too early to talk about the specific findings. I am really not 
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sure that we have done this in the past. I think we refrained from 
giving detailed numbers on individual exploration projects.  

But coming back to a question which was asked earlier on in terms 
of growth prospects for 2011: I think we are in pretty good shape to 
achieve a production growth in 2011. 

 

Andrew Stott (Bank of America Merrill Lynch): Okay, can I ask 
in another way: In aggregate, are those five discoveries material to 
the division or not? 

 

Dr. Kurt Bock: Yes, sure. Every finding is material, absolutely. 

 

Christian Faitz (Macquaire Capital): Can you give us just a 
qualitative assessment of how in your overall chemical businesses 
the inventory restocking was compared to underlying demand in 
the third quarter? 

 

Dr. Jürgen Hambrecht: Christian, I covered this basically already 
earlier on. Especially in chemicals, inventory in parts is even more 
complicated compared to, let me say, plastics, pigments etc. So 
here we do not see an inventory level comparable to 2007 or 2008. 
It’s below. However, as businesses have picked up, inventory 
storage around the world is rather full. But this is also due to the 
fact that there is quite a lot of oil in inventory at this very moment. 

 

Jaideep Pandya (Berenberg Bank): Just a question on inventory 
levels in one of your most important end markets, i.e. the auto 
industry: Are you comfortable with them? Do you think there is 
inventory build-up which could hurt some of your businesses?  
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If I can sneak in a second one: Acquisition opportunities for your 
crop business? 

 

Dr. Jürgen Hambrecht: Second one: There are always acquisition 
opportunities, but we talk about those when they are there. 

First one: Automotive industry basically, let me say, very 
reasonable, up to short inventory levels, mostly in Europe and 
especially in premium sectors as well as in the US. JD Power 
figures are, from our perspective, accurate. There is some 
inventory in China at the low end. So there we see a little bit more 
than we have seen in the past. But there is also very high growth. 

 

Tony Jones (Redburn): The “Other” division – sorry I am specific 
about one segment – I may not be alone in wondering how to 
forecast for Q4 because of the swing from Q2 to Q3. With the FX 
changes, so the euro/dollar rate, reversing from Q3, should we 
think that the hedging impact becomes a negative again? 

Am I correct in thinking that the benefit from provisions release for 
your options scheme is a one-time gain that you saw in Q3? Some 
help with that would be great. 

 

Dr. Kurt Bock: Hi, Tony! With regard to options, that is really fair 
value, valuation per end of quarter. We have no freedom how to do 
this. So we had a small release, a positive option effect, at the end 
of Q3 and it certainly depends on the share price obviously and the 
relative share performance vis-à-vis the chemical index whether 
we have then an additional provision or another profit in Q4. 
Actually, we are hoping for another provision which means the 
share price goes up further on. 
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Hedging: This is a big question-mark, I fully agree. It’s fluctuating 
from quarter to quarter. If the dollar price stays roughly where it is 
today, we don’t expect a major hedging effect in Q4. 

 

Andreas Heine (UniCredit): My question is regarding the dividend 
or dividend policy. You said already that the dividend will increase 
and the general policy is – I am fully aware – stable or preferably 
increasing. But as you are now approaching a new record and 
strive for higher earnings in the coming years, could you elaborate 
a little bit on what the dividend policy means in terms of payout 
ratio? Is it more dedicated as it has to be stable even in difficult 
years that even in a worst-case scenario the dividend could be 
paid? So is the dividend then more related to the worst-case 
scenario BASF can ever achieve or is it more that you look for a 
reasonable pay-out ratio for this year and even higher earnings in 
the coming years? 

 

Dr. Jürgen Hambrecht: Andreas, you know that I cannot really 
comment on this because this is not up to the Board. It’s up to the 
Supervisory Board and the Annual Shareholder Meeting and they 
will have to decide next year about it. 

You know, however, our basic approach. I just repeat it and we 
said very clearly, we are striving to increase our earnings year by 
year. As we increase earnings, we will increase dividend. There is 
no pay-out ratio fixed in our company, to be very clear on that. 
Going forward, the best indicator is EBIT performance. 

 

Martin Rödiger (CA Cheuvreux): On chemicals, your earnings 
growth and margin expansion is quite impressive in the first nine 
months. But the financial market expects a substantial drop. Can 
you elaborate a little bit on: How sustainable is the earnings and 
margin level in the chemical segment when we go into 2011? 
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Dr. Jürgen Hambrecht: Martin, I think, here the market has rather 
different views. Some are talking about super cycles, others are 
talking just about the opposite. What we see at this very moment is 
very solid demand and we see in our chemicals business – you 
need to look into here – our very strong portfolio of, I would say, 
special commodities. 

These are short and I am rather confident that we can keep on with 
the pricing power we have at this very moment. It is a little bit 
different for the crackers, but you see also on the cracker side that 
there are quite a lot of uncertainties. Going forward, I am more 
confident than pessimistic. 

 

Ronald Köhler (Mainfirst): Natural gas: Obviously, we see the 
spot market prices down and we have this discussion that the 
relationship to the oil price in Europe could switch to a more freely 
price. Obviously, you have two effects of that: the natural gas 
trading effect, trading business where you potentially need some 
release here. On the other side you have the Yuzhno Russkoye 
gas field which obviously would have a negative item on that. 

Could you a little bit elaborate on your thinking of the prices and 
the effect on natural gas trading over the next twelve months? 
Should it be negative as EON and others are pointing towards? 
Could you also say how that might affect Yuzhno Russkoye? 

 

Dr. Kurt Bock: First of all, I think you have to keep in mind that still 
the contract price is the dominant pricing mechanism which we see 
in natural gas. There is some spot pricing going on. We even have 
seen moments when spot prices went up again quite close to the 
contract price.  

When you really talk about big volumes – that is the real question: 
can you really safeguard big volumes, big supply at fixed prices? – 
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then I think we are still talking about a contract pricing mechanism. 
There will be some change further on in 2011. We have no doubts 
about this. 

In the trading area this is really about margins. I think we are in a 
good position to preserve our margin. 

In our production of oil and gas, obviously, we are dependent on 
the predominant market price. In Yuzhno Russkoye, as you know, 
we have both an export price and we have a domestic price. By 
the way, the domestic price in Russia goes up over time and the 
export price is a mixtum compositum of contract and spot. So far, 
Yuzhno Russkoye has more than fulfilled our expectations. That’s 
what I can say both in terms of production, ramping up production 
and in terms of profitability.  

 

Neil Tyler (JP Morgan): A simple question this time on full-year 
cash-flow expectations. I suppose, specifically the two items I am 
looking for guidance on would be any major working capital 
influence you expect in the final quarter of the year. 

Secondly, where do you expect cap ex to end up?  

 

Dr. Kurt Bock: Neil, in terms of cash-flow performance, this year 
has been quite gratifying. If you look at our cash-flow statement, 
you can see that the net working capital change in the first nine 
month was about 800 million negative. Given the sales growth and 
volume growth which we experienced over the last couple of 
quarters, I think this is an excellent result. 

Also coming back to an earlier question asked about inventories 
being up in terms of days outstanding: Both inventories and 
receivables are at last year’s level or below last year’s level. You 
have to keep that in mind.  
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It is always a little bit difficult to forecast exactly what’s going to 
happen in Q4 with regard to working capital, but I wouldn’t foresee 
a major change in our net position here. 

I think we will finish the year with a strong cash-flow generation 
and also a very strong free cash-flow. 

 

Neil Tyler (JP Morgan): Cap ex year-to-date is close to 20 
percent lower than it was last year. Are you expecting any 
significant catch-up to last year’s run rate or do you think that – – 

 

Dr. Kurt Bock: It will probably stay slightly below last year’s 
number. That’s where we see it. 

 

Andrew Stott (Bank of America Merrill Lynch): A question on 
North America: It looks to me like in the quarter it’s the highest 
growth region, even adjusting for currencies. Can you just walk me 
through why you are seeing that scale of growth in North America, 
in particular which businesses are doing well?  

 

Dr. Kurt Bock: Andrew, let me try to give you an answer to that 
one. I think we have grown pretty much in line with the overall 
BASF Group in terms of volumes. It is at first glance kind of 
astonishing because, obviously, GDP growth is not very strong, 
manufacturing growth is a little bit higher. There was, obviously, 
over the last three quarters a certain replenishment of inventories 
throughout the supply chain. We think that has come mostly to an 
end.  

What I can add is that those businesses we acquired, especially 
Ciba, over the last two years have contributed significantly to our 
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growth and profitability in North America as well as John alluded to 
earlier on. 

 

Paul Walsh (Morgan Stanley): I have got a question on acrylics. 
This is clearly one of the markets that is tight at the moment. My 
understanding was that a number of outages in the first half of the 
year have help support this tightness and those are now coming 
back on stream. 

Is there any reason to believe pricing should go down from here 
with those forces majeures being lifted? Or do you expect tight 
conditions to really sustain themselves now going forward because 
of tight market conditions? 

 

Dr. Jürgen Hambrecht: Paul, I am not sure whether I really got 
your question. Could you just briefly frame it again? It was a long 
consequence of thinking and I really did not get the real point. 

 

Paul Walsh (Morgan Stanley): It is my weakness; I tend to waffle 
on a bit too much. On acrylics, how sustainable do you think the 
current strength in that market is, please? 

 

Dr. Jürgen Hambrecht: I alluded to this before. I think, it will stay 
strong. 

 

Paul Walsh (Morgan Stanley): Even with the forces majeures 
having been lifted in North America? 

 

Dr. Jürgen Hambrecht: Yes, even with this. 
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Annett Weber (BHF Bank): I have just got a question on 
Performance Products, please. You might have mentioned this 
already, but the receivables write-off was how much in the quarter? 

The second question with regard to Performance Products: Is 
there anything in the special items in that division in Q3 that was 
potentially a gain? If so, what was it? 

 

Dr. Kurt Bock: No, there is nothing in special items in that division 
in the third quarter. 

The write-down of the receivables is a long-term contract we didn’t 
really specify. It is a two-digit number. So it has an impact on the 
bottom line because otherwise we would have seen different 
numbers in that segment. 

 

Annett Weber (BHF Bank): Yes, sure. But it must have been 
relatively sizeable, I would say. 

 

Dr. Jürgen Hambrecht: Annett, to be very clear: If this was not 
there, we would really be above your consensus estimate. 

 

Rhian Tucker (Credit Suisse): Thank you for taking my question. 
The minorities have been very high so far this year. That kind of 
surprises me, given you’ve been selling less volume of Libyan oil. 
Can you explain a little bit what has driven those minorities up? 
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Dr. Kurt Bock: Yes, we can. We have a couple of joint ventures 
which run very well, e.g. in Malaysia, but also in North America. 
Our cracker operation is a joint-venture operation where we have 
minority interest. So, in the chemical space we have definitely 
higher results than last year, e.g. together with Petronas, and 
therefore minority interests also went up. 

 

Magdalena Moll: Now we have one question from a journalist 
coming in. This is Davis, Nigel, from ICIS.  

 

Nigel Davis (ICIS): I’d like to ask about operating rates in the third 
quarter. You gave it a quick mention earlier on. Are you effectively 
balancing demand with output currently? Are you able to give me 
an operating rate figure for the chemicals business generally in the 
third quarter, so I can get an idea of how much margin you’ve got 
there to increase rates in future quarters?  

 

Dr. Jürgen Hambrecht: Nigel, we have talked already last time 
about this question that I am not giving an overall capacity 
utilization rate for BASF because I think it’s nonsense. We have 
areas where we have still spare capacity which we can use and, as 
I said before, in some areas very few, e.g. acrylics and capro, we 
are fully loaded at this point of time. But we are also creative to 
increase our name plate capacity. There is still room to grow 
further for BASF and this certainly dilutes the costs. 

 

Magdalena Moll: Ladies and gentlemen, this brings us to the end 
of our Conference Call. I would like to thank you very much for 
joining us. We will have a couple of analysts that we couldn’t finish 
up now, but we will call them as soon as we are back in the office. 
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We will next report on our full-year 2010 results on 24 February 
2011. In the meantime, we are looking forward to talking to you on 
the phone or seeing you during road-shows.  

I would like to wish you a good afternoon and say good-bye at this 
stage. Bye-bye! 

 

 


