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Quo vadis, Europe chemicals
as global challenges grow?

The region’s chemical sector faces pressures as traditional ways of doing business
are disrupted by the trade war, global overcapacity, high costs and poor demand

Dorothee Arns Director general, Fecc
(European Association of Chemical
Distributors)

Working in the chemical industry has always
been challenging. Boring times hardly ever
happen, due to the overall cyclicity of the
business and constantly changing market
conditions with the associated imperative to
adapt. This is especially true for Europe with
its structural competitive disadvantages in
energy prices and raw materials, labor costs
and taxes, plus consolidating markets. Addi-
tionally, chemicals always implied certain ge-
opolitical aspects.

However, what we have seen in the past 12
months, in particular since early April 2025,
marks a new dimension, adding more pres-
sures on businesses than ever before. And it
becomes more and more evident that these
developments are way more than just short-
term effects. A lot of them will most likely last
for years to come, too, inevitably raising the
question: Quo vadis, chemicals in Europe?

To start with the source of the latest exter-
nal shock: the US tariff policy since early April
2025. Domestically, the US President sees it as
fulfilling electoral promises and a good way to
bring industrial production back to the US. His
wants to use US economic power to force a
certain behavior from other countries, even
long-standing trade/political partners.

Sanctioning tool

Tariffs are now seen as a sanctioning tool
within US industrial policy, and not anymore
as a trade defence instrument. Apart from the
prospect that certain tariffs are going to stay
- regardless of the negotiations during the
suspension period of 90 days - the back-and-
forth announcements from the US add a lot of
uncertainty to international markets, which
had already been showing a high level of vola-
tility beforehand.

After a first phase of disbelief and muted
disappointment on the side of the EU, it can
now be expected that after the most recent
US escalation step doubling the tariffs on
steel and aluminium imports from the EU to
the US as of early June, with an almost nonex-
istent lead time to prepare, the EU will soon
enact countermeasures against the US.
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Meanwhile a lot of delegations from other
parts of the world are arriving in Brussels to
negotiate new trade agreements with the EU
or to explore other possibilities to enhance
economic cooperation.

The traditional saying that new doors open
up whenever one door was closed applies
also in this case. So here is also an opportunity
as the EU is forced to explore new ways of co-
operation, leaving traditional paths. T

rade re-routing is not only a snapshot of the
moment, but trade diversification is now be-
coming an explicit target of the EU, opening
up new opportunities for European business-
es, especially chemical distributors.

Economic adversaries

Uncertainty and volatility are the economic
adversaries of consumer spending and busi-
ness investments, especially in capital-intense
industries like chemicals. Hence, it is not really
a surprise that the eagerly expected increase
in demand has not happened so far.

At the same time overcapacities, especially
in China, bring price and revenue levels under
substantial pressure world-wide and in par-
ticular in Europe.

With the practical closing of the US market
for imports from abroad on the basis of the
imposed tariffs, the pressure on Europe will
grow further, while the EU becomes more and
more vigilant.

The EU has imposed more anti-dumping
duties and other trade defence instruments in
2024 than ever before. This trend is very likely
to increase further in 2025.
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becauseif all
value chains are
under stressin
Europe, itisonly a
question of time
until they get ‘
impacted”

Most recently, there is also more EU atten-
tion given to the resilience of critical value
chains in Europe. It is actually a “no-brainer”
that the chemical value chain is the founda-
tion for all other industries: the functioning of
smartphones, semiconductors and other
high-tech equipment, windmill blades, solar
panels and batteries is based on chemicals.
Fresh water supplies, pharmaceuticals, infra-
structure and defence systems are other ex-
amples.

Hence, the announced capacity closures of
more than 11 million tonnes in Europe in 2024
alone and several more in the first months of
2025, mainly for basic chemicals, must be
seen as a severe wake-up call for European
politicians.

Every plant that closes means less resilient
value chains, increased import dependence,
aloss of highly-qualified and well-paid jobs as
well as innovation potential plus a shortfall of
economic revenues locally. Strategically and
geopolitically, this is exactly the wrong direc-
tion to what Brussels vowed during pandemic
times: more self-autonomy.

Critical role

Distributors are now assuming a crucial role in
keeping European chemical supply chains up
and running reliably, based on their traditional
in-built strengths such as supply chain excel-
lence, agility and the flexibility to quickly
adapt to new situations. But distributors view
the overall situation with concern, because if
all value chains are under stress in Europe, it is
only a question of time until they get impact-
ed, too.

A lot will depend on how the EU repositions
its industry, which by tradition has always
been the backbone of its economic and inter-
national strength. Since the new Commission
took office, competitiveness appears as a key
priority in the EU’s agenda.

However, wording is not enough. In these
strained times businesses are expecting
quick, pragmatic, practical political actions to
secure a sustainable future of critical value
chains.

This implies a new innovative industrial pol-
icy for Europe, based on cost-efficient, ena-
bling regulation without additional bureau-
cracy, plus harmonized standards. &
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