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Cautionary Statement



Second Quarter 2014 Financial Recap
• Earnings from operations were flat

• Surfactant results down on lower volumes and higher costs in North 
America

• Polymer Income up on organic volume growth and 2013 acquisition

• Global Surfactants Operating Income was down by $6.8 million due primarily 
to an 11% decrease in North America volume and $1.4 million in higher 
maintenance costs. Surfactant Income excluding North America was up.

• Polymer Operating Income up $4.9 million primarily due to rigid foam 
insulation volume growth of 18%.

• Strategic initiatives on track:
• Singapore fully operational and contributing at expected levels
• Enhanced Oil Recovery Surfactants’ contribution should improve by $3-

$5 million
• Sulfonation acquisition announced in Brazil
• Columbus is expected to deliver $6-$8 million Operating Income in 2014
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Q2 Net Income Excluding Deferred Comp Bridge
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Surfactants

in million $ Q2 2014 Q2 2013

Net Sales $333.8 $331.1

Operating  
Income

$  19.2 $  26.0
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• Surfactant volumes were down 8%

• North American Consumer Product volumes 
down due to greater use of internal capacity by 
customers

• Agriculture demand lower in North America and 
Brazil in first half - Anticipate improvement in 
Brazil in second half

• Latin America down in Q2 but is expected to 
grow in second half

• Biodiesel still not economically attractive

• Opportunities exist  to improve efficiency

• Progress on EOR surfactants and recent 
metathesis derivative launch
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Polymers

in million $ Q2 2014 Q2 2013

Net Sales $148.3 $121.3

Operating 
Income

$  18.4 $ 13.5
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• Organic volume up 15%

• Macro trend toward greater use of 
insulation

• Government mandated or 
recommended higher energy 
standards

• High energy prices

• Improving U.S. and European 
economies

• Increased volumes sold into metal 
panel and CASE applications

• Columbus acquisition delivering 
expected growth 

• EPC contract signed for China polyol
plant
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Conclusion / Strategic Update

Challenges remain in North America Surfactants; continued 
diversification and cost opportunities

North American and European rigid foam insulation growth 
supported by macro trends and existing capacity

Columbus acquisition is fully integrated and is on track to deliver $6 
- $8 million Operating Income; additional investments planned

Enhanced Oil Recovery on track to deliver $3 - $5 million Operating 
Income improvement

Continued investment in Brazil; new sulfonation acquisition pending 
regulatory approval

Balance sheet remains strong; will invest to grow and improve 
efficiency
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Key Assumptions / Outlook

Item Full Year expectation
Capital Spending Expect full year between $100MM and $110MM 

Effective Tax Rate 1H 2014 = 27%
Expect full year between 26% and 28%
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Thank you for your interest in 
Stepan

Contact information:

Scott D. Beamer – CFO
847-446-7500
sbeamer@stepan.com
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