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Cautionary Statement



Second Quarter 2015 Financial Recap
• Q2 Reported Net Income of $16.9 million or $0.74 per diluted share 

included non-operational deferred compensation expense ($4.0 million or 
$0.17 per diluted share).

• Q2 Adjusted Net Income increased 1% to $20.9 million or $0.91 per diluted 
share compared to $20.6 million or $0.90 per diluted share in Q2 2014.

• Surfactants Operating Income increased $5.0 million or 26% over prior 
year due to favorable product mix and improved overseas performance, 
despite foreign currency headwinds.
• North America results increased despite lower volumes; second half 2015 results should 

benefit from the new supply contract with The Sun Products Corporation (SUN).

• Polymers had record Operating Income of $23.4 million, representing an 
increase of $5.0 million or 27% compared to prior year results. 
• Operating Income increased primarily due to volume and margin growth within the Rigid 

Polyol business. 

• Key strategic actions:
• Signed a long-term supply agreement with SUN.
• Completed purchase of production facility located in Bahia, Brazil.
• Completed a $100 million debt offering to fund capex and pay off existing higher cost debt. 3



Net Income Bridge – Q2 2014 to Q2 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.
** All Other primarily represents external consulting fees related to the efficiency initiative. 
See Appendix II for reconciliation of  Adjusted Net Income to Reported Net Income.
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Surfactants

in million $ Q2 2015 Q2 2014

Net Sales $299.7 $333.8

Operating  Income* $  24.2 $  19.2
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*OI = Operating Income. 
SUN = The Sun Products Corporation
All amounts are shown on a pre-tax basis (unless noted differently)

• Operating Income increased $5.0 million over 
prior year.

• Slightly lower volume in North America was 
more than offset by improved product mix and 
lower operational costs due to investments 
made in 2014.

• North America capacity utilization will 
significantly improve with new SUN supply 
contract.

• Latin America delivered meaningful growth in 
both Consumer and Functional businesses.

• Europe increased slightly for the quarter but is 
up 51% on a year-to-date basis.

• Foreign exchange negatively impacted Net 
Sales by $24.0 million and Operating Income 
by $2.2 million due to the strengthening of the 
US dollar.
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Polymers

in million $ Q2 2015 Q2 2014

Net Sales $133.6 $148.3

Operating Income $  23.4 $  18.4
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*OI = Operating Income.
PA = Phthalic Anhydride and CASE = Coatings Adhesives Sealants Elastomers
All amounts are shown on a pre-tax basis (unless noted differently)

• Record quarter of Operating Income due to 
Rigid Polyol volume growth and improved 
margins in North America.

• Global Rigid Polyol volume is up 6% over 
prior year due to increased insulation 
standards and conversion to metal panels in 
Europe. Local currency margins improved due 
to lower petroleum-based raw material costs.

• Overall European results decreased on 
negative foreign exchange impact, despite 
volume growth.

• Specialty Polyols, including CASE, delivered 
income growth.

• Foreign exchange negatively impacted Net 
Sales by $8.7 million and Operating Income 
by $0.9 million due to the strengthening of the 
US dollar.
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2014 versus 2015

7* EPS = Earnings Per Share (Diluted)

One third of annual benefit was earned in Q1 2015 
Q2 benefit is smaller

Originally expected net improvements of $17 
million or $0.75 EPS prior to growth and other 
initiatives

Update: $14 million or $0.65 EPS improvement 
now expected but additional opportunities are in 
queue 



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 costs



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

Debt Completed a $100 million offering of 3.95% Senior 
Notes due in 2027. 

Intend to use the net proceeds to fund capital expenditures 
and to pay off existing higher cost debt when due. 

Expect $3MM additional interest expense on an annual basis
which starts in July 2015.  

Effective Tax Rate 1H 2015 = 30%
Expect between 28% and 32% for 2015
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Appendix I



Appendix II
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Appendix III

12

Foreign Exchange Impact – Q2 2014 vs. Q2 2015

Surfactants Polymers Specialty Consolidated

(in Millions USD)

Net sales (24.0) (8.7) (0.8) (33.6)

Gross Profit (3.8) (1.3) (0.1) (5.1)

Operating Income (2.2) (0.9) 0.0 (3.1)

Pretax Income (2.6)
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