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After seeming to turn the corner during the previous five-year 
period, the global chemical industry’s value creation performance 
deteriorated in our most recent analysis. The industry’s total 
shareholder return (TSR) declined and fell below the median for all 
industries in the BCG Value Creators database.

However, while some sectors and regions witnessed 
significant value destruction—accompanied by low 
capacity utilization, price erosion, and unprecedented 
plant closures—others delivered standout performance. 
This finding points to the continued importance of 
developing a strategy that addresses the risks of 
commoditization in chemicals, permits more flexible 
responses to value chain dynamics and geographic 
exposure, and maintains a clear strategic focus.

Revenue Growth and Dividend 
Payouts Were Key Value 
Creation Drivers 
In this report—the thirteenth since the series began—the 
global chemical industry delivered average annual TSR for 
the five years to December 2024 of 7%, compared with 
12% from 2019 to 2023. The weakened performance puts 
the industry back at the level it experienced during the 
period from 2018 to 2022, when average annual TSR for 
chemicals was also 7%. Unlike in that earlier period, 
however, industry TSR in our latest report fell below the 
10% median performance for all industries.

The starting point for TSR calculations has a material impact 
on overall five-year performance. The average share price was 
lower at the beginning of 2019 than at the beginning of 2020, 
which helped the industry deliver better TSR performance 
from 2019 to 2023 than during the latest period.

From 2020 to 2024, soft demand, overcapacity in multiple 
products and value chains, and nontransferable cost 

pressures held back industry TSR. Unless the chemical 
industry can overcome these challenges, it will continue to 
struggle in its efforts to improve shareholder value creation.

Company size was not a significant driver of TSR 
performance. In the past, large-capitalization players have 
outperformed their smaller peers. But we found no 
difference in TSR from 2020 to 2024 linked to company 
size. Owing to greater fragmentation, overcapacity, price 
volatility, and cost and regulatory pressures, investors no 
longer treated large multispecialty, petrochemical, and 
base chemical players as safe havens in turbulent times. 
(See Exhibit 1.)

Revenue growth and dividend yield were the main value 
creation drivers for both large-cap and mid-cap companies. 
Although both groups grew annual revenues by about 7% 
and increased dividends by about 2% per year from 2020 to 
2024, the TSR benefits were partly offset by declining 
EBITDA margins and by shrinking valuation multiples, as 
investors grew more cautious amid structural cost 
pressures and an uncertain outlook. Overall, EBITDA 
margins fell by an average 1% per year and multiples by 
1.1% per year over the five-year period. 

For this report, we have analyzed data from 322 publicly 
listed chemical companies. We classify companies with a 
market value of more than $6 billion as large-cap players 
and those with a market value of $1 billion to $6 billion as 
mid-cap players. Companies typically released data for the 
last financial year in early to middle 2025. To calculate 
individual companies’ TSR, we considered the contribution 
of the various components that make up this metric. (See 
the sidebar “How We Calculate and Report TSR.”)

https://www.bcg.com/publications/2024/regional-challenges-persist-clear-strategies-win
https://www.bcg.com/publications/2023/resilience-chemicals-industry
https://www.bcg.com/publications/2023/resilience-chemicals-industry
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How We Calculate and Report TSR

Total shareholder return (TSR), which 
accounts for the change in share price 
and any other effects on shareholders’ 
net wealth in a specified period, 
represents the percentage increase in a 
company’s value—stock price plus 
dividends—over a given period. Only 
companies listed on public stock 
exchanges can provide the data needed 
to calculate TSR. 

Several factors affect TSR. Readers of BCG’s Value 
Creators series may be familiar with our methodology for 
quantifying the relative contributions of the various 
components of TSR. (See the exhibit.) We use the 
combination of revenue (sales) growth and change in 
margins as an indicator of a company’s improvement in 
fundamental value. We then use the change in the 

company’s valuation multiple to calculate the impact of 
investor expectations on TSR. Together, those two factors 
determine the change in a company’s market capitalization. 
Finally, our model also tracks the distribution of free cash 
flow to investors and debt holders—in the form of 
dividends, share repurchases, and repayments of debt—to 
determine the contribution of free-cash-flow payouts to a 
company’s TSR. 

All of these factors interact—sometimes in unexpected 
ways. A company may increase its earnings per share 
through an acquisition and yet create no TSR if the 
acquisition erodes its gross margins. Moreover, some 
forms of cash contribution (such as dividends) can impact 
a company’s valuation multiple differently than others 
(such as a share buyback); the effects are complex. 

In this report, the TSRs used for groups and for purposes of 
comparison are generally medians. The TSRs associated 
with individual companies are straight calculations of those 
companies’ capital gains—changes in share price value 
plus dividend value—rounded to the nearest percentage.

Total Shareholder Return Is the Product of Multiple Factors

Source: BCG analysis.
Notes: “Share change” refers to the change in the number of shares outstanding, not to the change in share price.

Revenue growth

Margin change

Dividend yield

Share change

Net debt change

ƒ

Capital gains

Profit growth

Total shareholder
return

Change in
multiple

Cash flow
contribution

Source: BCG analysis.
Notes: “Share change” refers to the change in the number of shares outstanding, not to the change in share price.

Total Shareholder Return Is the Product of Multiple Factors 
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Some Markets and Sectors Saw 
Shareholder Value Destruction 

Focused specialty chemicals performed well at the sector 
level, as they have consistently done over the past 12 years. 
Industrial gases and agrochemicals and fertilizers also 
performed strongly. On the other hand, two sectors—base 
chemicals and plastics, and multispecialty chemicals—
bore the brunt of industrial overcapacity and pricing 
pressures and delivered TSR of 3% and 5%, respectively. 

We observed notable value destruction in specific regions 
and sectors. Five-year TSR in the European multispecialty 
sector was –4%, while base chemicals and basic plastics 
based in emerging markets saw TSR of –2%, due in part to 
the effects of overcapacity in China. On the plus side, 
focused specialties players in emerging markets outperformed 
all other sectors and regions as a result of demand growth 
and rising consumer wealth. (See Exhibit 2.)

Regionally, emerging market chemical companies were the 
strongest performers overall, delivering average five-year 
TSR of 12%. However, there were significant variations 
within this group. India was responsible for the group’s pole 
position. It delivered TSR of 28%, helped by robust 
domestic demand, policy tailwinds (including economic 
reforms and infrastructure investment), and strong growth 
fundamentals. Conversely, other emerging markets—
including the Middle East, ASEAN, and Latin America— 
destroyed shareholder value, as a result of soft demand 
and overcapacity. So did the UK and Western Europe, 
although companies in these regions also felt the effects of 
high energy costs and a high regulatory burden. (See 
Exhibit 3.) 

With the exception of ASEAN (which delivered TSR of –4%), 
Asia continues to be a leading driver of shareholder value 
creation for the global chemical industry. Four of the five 
countries with above-average TSR from 2020 to 2024 were 
from Asia: India, China, and the Northeast Asian countries 
of South Korea and Japan. (See the sidebar 
“Shareholder-Friendly Practices, Exchange Rates, 
and Electronics Demand Boosted Japan’s TSR 
Performance.”) In addition, nearly all of the top 10 large-
cap TSR performers over 5-, 10-, and 20-year time frames 
were from Asia.

EXHIBIT 1

Chemicals Remain Close to the Bottom Across All Industries

Sources: S&P Capital IQ; LSEG Workspace; BCG Value Creators database 2025; BCG ValueScience Center; Value Creators in Chemicals database. 
Note: TSR data runs run from December 31, 2019, to December 31, 2024; n = 2,345. “Mid-cap chemicals” covers TSR performance of 241 mid-cap chemical 
companies (market value between $1 billion and $6 billion). Russian companies are omitted. Argentinian and Turkish firms are omitted because these coun-
tries’ hyperinflationary environment skews valuations. TSR = total shareholder return.
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Sources: S&P Capital IQ; LSEG Workspace; BCG Value Creators database 2025; BCG ValueScience Center; Value Creators in Chemicals database. 
Note: TSR data runs run from December 31, 2019, to December 31, 2024; n = 2,345. “Mid-cap chemicals” covers TSR performance of 241 mid-cap chemical 
companies (market value between $1 billion and $6 billion). Russian companies are omitted. Argentinian and Turkish firms are omitted because these 
countries’ hyperinflationary environment skews valuations. TSR = total shareholder return.

Chemicals Remain Close to the Bottom Across All Industries
EXHIBIT 1
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EXHIBIT 2

Focused Specialties in Emerging Markets Performed Best

EXHIBIT 3

TSR Performance Varied Widely by Region, with India Well Ahead

Sources: S&P Capital IQ; BCG analysis.
Note: n = 322 companies. “Northeast Asia” comprises Japan and South Korea. TSR = total shareholder return.

Sources: Company reports; S&P Capital IQ; BCG analysis. 
Note: “South Asia” comprises India; “Others” comprises Israel, Cayman Islands, and South Africa; “ASEAN” comprises Thailand, Malaysia, Singapore, and 
Vietnam; “Middle East” comprises Kuwait and Saudi Arabia; “Latin America” comprises Mexico, Brazil, and Chile. TSR = total shareholder return.
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EXHIBIT 2
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Note: “South Asia” comprises India; “Others” comprises Israel, Cayman Islands, and South Africa; “ASEAN” comprises Thailand, Malaysia, Singapore, and 
Vietnam; “Middle East” comprises Kuwait and Saudi Arabia; “Latin America” comprises Mexico, Brazil, and Chile. TSR = total shareholder return.
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EXHIBIT 3
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Japanese chemical players demonstrated 
strong value creation performance over 
the most recent five-year period, 
delivering TSR of 9%, which marked 
Japan as one of the top three TSR 
performers by region. Several factors 
were at play:

•	 Japanese focused and multispecialty players with 
exposure to electronic and semiconductor materials saw 
strong growth, robust profitability, and higher multiples 
thanks to strong global demand for electronic goods. 

•	 Companies with large overseas revenues have benefited 
from favorable movement in exchange rates over the 
period, which boosted profitability. 

•	 Many Japanese chemical companies have adopted more 
shareholder-friendly capital allocation practices. For 
instance, they’ve improved investor returns by increasing 
dividend payouts or by buying back shares.

Shareholder-Friendly Practices, Exchanges Rates, 
and Electronics Demand Boosted Japan’s 
TSR Performance

Top-Line Growth, but Without 
Much Gain

Several factors played a part in the global industry’s 
weaker TSR performance. End-market demand for 
chemicals remained soft from 2020 to 2024. Customers 
across a range of manufacturing sectors maintained high 
inventory levels and faced substantial pressure from rising 
energy, logistics, and regulatory costs. This combination 
led to tough price negotiations between manufacturing 
companies and their customers, which in turn put pressure 
on chemical companies’ profit margins. Overall, most 
chemical companies did grow their top line, but only by 
compromising on their margins.

Structural overcapacity also contributed to pricing 
pressures in the chemical industry. This has been a 
perennial problem for many parts of the industry. For 
example, since 2015, the growth in global capacity for bulk 
chemicals has exceeded demand by 1% to 1.5% per year—
with the disparity particularly noticeable with olefins and 
polyolefins—pushing factory utilization rates to between 
70% and 80%, below profitability and historical utilization 
levels of around 90%. 

In recent years, a substantial increase in China’s 
production capacity and a rising volume of Chinese exports 
of commodity chemical products have exacerbated the 
industry’s overcapacity problem and created challenges for 
regions, notably Europe and the Middle East, that compete 
with Chinese players in the same value chains.

Chemical players in Europe have actively cut back capacity 
in a wave of divestments and closures driven by persistent 
overcapacity, high energy costs, and weak demand. In the 
past couple of years, companies have earmarked over 11 
million metric tons of capacity, involving 21 major 
European production sites, for closure. These 
developments render the negative impact of overcapacity 
on chemical industry margins more visible than before. 

In addition, a dramatic fall in the price of oil—from nearly 
$120 per barrel of Brent crude in mid-2022 to $70 to $80 at 
the end of 2024—intensified margin pressures for 
producers of key petrochemical categories, including 
polyethylene, polypropylene, and polyethylene 
terephthalate. (Typically, the combination of falling oil 
prices and increasing overcapacity—which occurred in 
both 2023 and 2024—results in a lower absolute margin 
contribution for petrochemical producers.)

In some leading Western markets, most notably Germany, 
deteriorating profit margins almost entirely wiped out the 
positive TSR impact of revenue growth. Declining margins 
also had a negative effect on valuation multiples in many 
markets, as investors adjusted their expectations for future 
profitability. In this challenging environment, shareholder 
returns depended on companies’ cash flow actions, such as 
dividend payouts and share buybacks, highlighting their 
critical importance in maintaining investor interest during 
periods of soft demand and weak margins.
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Not all regions experienced downward pressure on 
valuation multiples. Middle East chemical companies saw 
their multiples rise by 5 percentage points on average—a 
sign of investor confidence in the region despite structural 
headwinds. Even so, five-year annual TSR in the Middle 
East fell by 2 percentage points due to weak demand and 
chronic overcapacity, particularly in base chemicals. In 
India, average multiples rose by 15 percentage points from 
2020 to 2024 relative to the period from 2019 to 2023—a 
record increase for the chemical companies we monitor—
hitting 28%. But these gains were the exceptions, as 
multiples declined in most markets. For example, multiples 
decreased by 3 percentage points in Germany, by 4 
percentage points in France/Benelux, and by 5 percentage 
points in the UK.

A Performance Gap Opens Up 
Among Electronic Chemical 
Players
Examining the TSR performance of different industry 
subsectors over different periods reveals clear patterns and 
shifts. Because of the sustained challenges they face, 
petrochemicals and polymers sit at the bottom of the 
rankings over 5-, 10-, and 20-year time frames. By contrast, 
electronic chemicals have consistently ranked very high on 
our short- and long-term TSR rankings, thanks to 
technological advances and continued robust demand. 
(See Exhibit 4.)

EXHIBIT 4

Vinyl Chloride/PVC and Inorganic Commodities Players Ranked 
Among the Top Three Subsectors for Five-Year TSR in the Most 
Recent Period 

Sources: Company reports; S&P Capital IQ; BCG analysis.
Note: The number in parentheses after each subsector name represents the number of companies in that subsector. All specialties are shown as “Focused 
specialties.” “Diversified” includes multispecialties. PVC = polyvinyl chloride; TSR = total shareholder return.
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specialties.” “Diversified” includes multispecialties. PVC = polyvinyl chloride; TSR = total shareholder return.
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Despite their strong showing, electronic chemical 
companies have experienced downward pressure on their 
EBITDA margins recently, however. For the five years to the 
end of 2024, average annual margins were 18%, but they 
fell to 14% during 2024 itself. This is likely due to a 
widening performance gap between electronic chemicals 
used in rapidly growing industries (such as AI and 
advanced semiconductors) and those deployed in 
industries that are growing less strongly (for instance, 
batteries for electric vehicles). Five-year TSR was 16% for 
the former and 11% for the latter—and 15% for the group 
as a whole—but 2024 EBITDA margins were 18% and 
5%, respectively.

Other leading chemical subsectors, such as makers of vinyl 
chloride and PVC, have managed to deliver strong average 
annual TSR from 2020 to 2024 even though their margins 
declined in 2024. (See Exhibit 5.) But while many of these 
subsectors experienced declining margins, they benefited 
from valuation multiples in 2024 that were higher than 
their average annual five-year multiples.

Evolving demand drivers have also shaped the value 
creation performance of other subsectors. Paints and 
coatings—a relatively traditional chemicals subsector—has 
moved from being a TSR leader over a 20-year time frame 
to being a laggard during the past five years as a result of 
higher input costs and weaker end-market demand.  

By contrast, inorganic commodities have risen from being 
mid-tier TSR performers over 10- and 20-year time frames 
to taking the pole position over the 5-year period to 2024. 
This subsector has not suffered from the same 
overcapacity as petrochemicals and polymers, and most 
companies in the subsector are based in China and Japan, 
both of which have performed well at a regional level. In 
addition, half of the companies in the inorganic 
commodities subsector are active in caustic soda and soda 
ash, which have benefited from steep price increases. 

Our analysis confirms that chemical industry subsectors 
faced severe disruptions during the COVID-19 pandemic 
but recovered unevenly afterward. Automotive production 
experienced a deep pandemic-induced contraction in 
demand followed by a strong rebound. But this turned 
negative again by mid-2023. By contrast, pharmaceuticals 
displayed a more consistent pattern, driven by innovation 
and aging populations. These dynamics have a huge 
impact on chemical manufacturers’ performance, and 
require careful adjustments to planning, feedstock, and 
strategic priorities. Even among subsectors that delivered 
above-average TSR over 5-year and 10-year time frames, 
performance varied widely. This suggests that strategic 
direction, innovation, and business model were more 
important to individual performance than membership in a 
particular subsector. (See Exhibit 6.)

EXHIBIT 5

Industrial Gases, Pharma Ingredients, Water-Management 
Chemicals, and Agrochemicals Sustained High EBITDA Margins

Sources: Company reports; S&P Capital IQ; BCG analysis.
Note: n = 320 companies. EBITDA = earnings before interest, taxes, depreciation, and amortization; PVC = polyvinyl chloride.
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EXHIBIT 6

Wide TSR Spreads Exist in Most Subsectors

Sources: Company reports; S&P Capital IQ; BCG analysis.
Note: The number in parentheses after each subsector name represents the number of companies in that subsector. “Diversified” includes multispecialties. 
“Northeast Asia” comprises Japan and South Korea. PVC = polyvinyl chloride; TSR = total shareholder return.
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Sources: Company reports; S&P Capital IQ; BCG analysis.
Note: The number in parentheses after each subsector name represents the number of companies in that subsector. “Diversified” includes multispecialties. 
“Northeast Asia” comprises Japan and South Korea. PVC = polyvinyl chloride; TSR = total shareholder return.

Wide TSR Spreads Exist in Most Subsectors
EXHIBIT 6

While European Petrochemicals 
Struggle, Middle East Players Bet 
on a Brighter Future
The European petrochemicals subsector, in particular, 
faces severe structural pressures. These include 
overcapacity, weak demand, high energy and labor costs, 
regulatory-driven costs, and feedstock disadvantages 
(compared with the US or Middle East, which benefit from 
access to cheap oil). As a result of these forces, most global 
players are actively shrinking their petrochemical 
businesses in the region by shuttering or selling assets. 
Because of the oversupply of uncompetitive assets, many 
sellers need to offer financial incentives to attract buyers.

In one prominent recent case, an asset seller incurred 
significant losses after transferring working capital and 
cash incentives to secure a buyer, and the acquirer 
committed only minimal financial resources. Despite the 
immediate financial hit, transferring asset ownership under 
such challenging terms may be preferable to permanently 
shutting down a plant, as it limits any ongoing financial 
exposure. Still, such transactions depress valuations. In the 
current environment, many European petrochemical assets 
may currently have a negative value. Industry observers are 
watching closely to see whether other similarly challenged 
assets can attract buyers’ interest, given the depressed 
state of the market. 

By contrast, in the Middle East, state-owned investors are 
placing bets that the future for petrochemicals players will 
be brighter. Despite weak margins and overcapacity, local 
players have announced several world-leading projects in 
the Middle East in recent months. Governments in the 
region anticipate strong demand growth in petrochemicals 
beyond 2030, when they expect the cycle to have turned.

Global demand for ethylene—a vital building block in 
plastics and many industrial chemicals—is projected to 
keep growing, driven by Asian markets. By the 2030s, weak 
ethylene EBITDA margins and low plant utilization rates 
(due to unparalleled expansions in capacity) should rebound 
as demand growth finally starts to outpace capacity 
additions. Meanwhile, regions such as the US and the 
Middle East—which have access to low-cost ethane 
feedstock because of their abundant natural gas reserves—
will remain competitive, despite these market dynamics.
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How Chemical Companies 
Can Chart a Course in a 
Turbulent World 
Since the start of 2025, demand in much of the chemical 
industry has continued to be subdued; plant closures in 
regions such as Europe are increasing; and, as tariffs 
reshape global trade, planning has become much more 
difficult. Despite these challenges, we believe players can 
take multiple steps to position themselves for success in 
today’s difficult environment: 

•	 Reposition your asset footprint. Companies—
especially those in asset-intensive areas of the chemical 
industry such as commodity and some specialty 
chemical producers—should reassess their global asset 
network to enhance flexibility and resilience. When 
making asset decisions, they should balance proximity 
to demand centers against other factors, including the 
age of existing plants, local regulatory requirements, and 
cost advantages such as low-cost energy. 

•	 Tighten capital discipline. Companies should actively 
manage their portfolios while using capital wisely. They 
can do this by focusing investment on assets with a 
high return on capital employed, proactively divesting 
underperforming assets, and avoiding unnecessary 
forays into commodity-heavy sectors.

•	 Boost operational efficiencies. By harnessing AI-
powered digital technologies, companies can lower 
operating costs, increase throughput in their factories, 
improve operating performance, and enhance health 
and safety aspects of their working environment. 

•	 Double down on innovation and differentiation. 
Chemical companies that adopt clear, technology-
oriented and innovation-driven business strategies 
consistently rank as strong performers in our TSR 
rankings. Other players should take a leaf out of their 
book and implement strategies that rely on similar 
business models.

•	 Enhance commercial excellence. Companies 
should pursue strategic initiatives that enhance their 
commercial excellence and strengthen their market 
positioning, particularly in structurally challenged, 
price-pressured regions and sectors. As a core growth 
lever, commercial excellence involves using data-driven 
segmentation and predictive analytics to target high-
value customers, embedding AI and GenAI to boost 
productivity, and optimizing go-to-market models and 
spending. In addition, companies should treat pricing as 
a tool to achieve competitive advantage by aligning their 
capabilities to market dynamics, leveraging proprietary 
data, and building in-house pricing engines tied to 
strategic goals.

The soft expectations of the chemical industry that 
prevailed at the end of 2023 have given way to a general 
sense of crisis. A widely anticipated demand recovery in 
key industries, including automotive and construction, has 
failed to materialize. More broadly, bullish industry players, 
particularly in Asia, continue to add capacity in expectation 
of a pickup in demand, leading to historically low utilization 
rates and sustained price pressures. And in Europe, 
chemical companies remain under pressure from high 
energy costs and regulation. 

Beyond the immediate scope of this report, ongoing 
announcements of tariffs and substantial shifts in 
exchange rates are further weighing down already subdued 
industry sentiment. These dynamics are likely to delay the 
recovery of customer industries even more and are directly 
impacting the chemical industry worldwide. 

The first raft of industry responses is already underway. 
These are most visible in Europe, in the form of asset 
sales, plant closures, and takeovers. An additional 
shakeout is necessary. But this will require more 
disciplined portfolio, ownership, and asset management 
strategies, together with a focus on innovation- and 
sustainability-based differentiation—especially among 
players that cannot compete on cost. Nevertheless, these 
steps are essential if the chemical industry is to regain its 
past robust levels of TSR performance.

https://www.bcg.com/publications/2025/nowhere-to-hide-tariffs-reshape-global-trade
https://www.bcg.com/publications/2025/nowhere-to-hide-tariffs-reshape-global-trade
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