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Cautionary Statement



First Quarter 2015 Financial Recap
• Q1 Reported Net Income of $21.3 million or $0.93 per diluted share 

included a few non-operational and non-recurring items.

• One-time gain from the sale of the Specialty Polyurethane Systems (“Systems”) business 
($1.8 million or $0.08 per diluted share)

• Deferred Compensation expense ($0.6 million or $0.03 per diluted share)
• Increase in reserve for a previously recognized environmental expense  ($0.3 million or 

$0.02 per diluted share)

• Therefore Q1 2015 Adjusted Net Income increased 59% to $20.4 million or 
$0.90 per diluted share compared to $12.8 million or $0.56 per diluted 
share in Q1 2014.

• Surfactants had record Operating Income of $33.8 million, representing an 
increase of $15.4 million or 84% compared to prior year results. 
• Operating Income increased due to improved operations, higher sales volumes and 

favorable margins compared to Q1 2014.

• Polymer Operating Income, excluding the sale of the Systems business, 
increased $1.1 million primarily due to volume and margin growth within 
the Rigid Polyol business. 

3



Net Income Bridge – Q1 2014 to Q1 2015
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Note: All amounts are in millions of US dollars and are reported after-tax.

* Adjusted Net Income is a Non-GAAP measure which excludes certain significant, non-recurring items.  
See Appendix II for reconciliation of  Adjusted Net Income to Reported Net Income

**Represents Polymer Operating Income, excluding the sale of the Specialty Polyurethane Systems business 
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Surfactants

in million $ Q1 2015 Q1 2014

Net Sales $330.6 $335.7

Operating  Income* $  33.8 $  18.3
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*OI = Operating Income. All amounts are shown on a pre-tax basis (unless noted differently)

• Record quarter of Operating Income due to 
improved margins and product mix, 
operational efficiencies and strong growth 
overseas

• Strong growth in foreign markets due to 
volume growth and an improved product mix

• Volumes were up in the higher value-added 
Distributor channel

• Improved operations due to investments 
made in 2014

• North America Consumer Product volumes 
stabilized except for known carryover effects 
in Laundry

• Foreign exchange negatively impacted Net 
Sales by $21.1 million and Operating Income 
by $2.3 million due to the strengthening of the 
US dollar 
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Polymers

in million $ Q1 2015 Q1 2014

Net Sales $109.4 $119.1

Operating Income $  14.8 $  10.8

Operating Income, excl. sale 
of Systems business $  11.9 $  10.8
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*OI = Operating Income, excluding the Sale of the Systems business
PA = Phthalic Anhydride
All amounts are shown on a pre-tax basis (unless noted differently)

• Operating Income increased $4.0 million over 
prior year

• Reported results included $2.9 million from 
the sale of the Systems business 

• Rigid Polyol volume is up 3% over prior year 
due to increased insulation standards and 
conversion to metal panels in Europe. 
Margins improved due to lower petroleum-
based raw material costs

• European Polymers was flat despite foreign 
currency headwinds

• Phthalic Anhydride (PA) business was down 
due to margin pressures on its orthoxylene
inventory position

• Foreign exchange negatively impacted Net 
Sales by $7.8 million and Operating Income 
by $0.8 million due to the strengthening of the 
US dollar 

10.8 
11.9

2.1 (0.1) (0.9)

$0

$2

$4

$6

$8

$10

$12

$14

U
SD

 in
 M

ill
io

ns



2014 versus 2015
Potential 

Improvements
Potential 

Headwinds
Net 

Income
EPS * Net 

Income
EPS *

Surf Vol/Mix Items ($6MM) ($0.25)

Non-Recurring Maintenance and 
Shutdown costs

+$6MM +$0.25

Overall Efficiency Program +$8MM +$0.30

Savings on 2013 Restructuring +$2MM +$0.10

Savings on 2014 Restructuring +$1MM +$0.05

Sale of Polyurethane Systems 
Business

+$2MM +$0.10

Weather +$2MM +$0.10

Special Bad Debt Charges +$2MM +$0.10
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* EPS = Earnings Per Share (Diluted)

On track to deliver + $17 million or $0.75 EPS 
prior to growth and other initiatives



Expectations for 2015
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Pursuing actions to restore earnings growth

Continued income growth in Polymers

Higher Functional Surfactant volumes

Improved asset utilization in North America

Improved operational cost savings from 2014 
investments

Stronger US Dollar should negatively impact near-term 
earnings

Continued benefits from favorable year-over-year raw 
material prices



Thank you for your interest in 
Stepan

Contact information:

Scott D. Beamer – VP, CFO
847-446-7500
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Key Assumptions / Expectations
Item Full Year

Capital Spending Expect between $120MM and $140MM for 2015 
as we further invest in China, Poland and Brazil

Effective Tax Rate Expect between 28% and 32% for 2015

10

Appendix I



Appendix II
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Appendix III
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Foreign Exchange Impact – Q1 2014 vs. Q1 2015

Surfactants Polymers Specialty Consolidated
(in Millions USD)

Net sales (21.1) (7.8) (0.8) (29.7)

Gross Profit (3.6) (1.1) (0.2) (4.9)

Operating Income (2.3) (0.8) (0.0) (3.1)

Pretax Income (2.5)
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