
 
 
 

 
 
 

 

 
Corporates 

Chemicals 
North America 

    

     North American Chemicals: Peer Comparison │June 30, 2020 fitchratings.com 0  
 

### 

  

 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
North American Chemicals:  
Peer Comparison 
June 2020 

 

 
  



 
 
 

 
 
 

 

 
Corporates 

Chemicals 
North America 

    

     North American Chemicals: Peer Comparison │June 30, 2020 fitchratings.com 1  
 

### 

  

Sector Highlights
Coronavirus Effects: Fitch Ratings expects chemical producers’ earnings to be significantly 
affected through 2021, particularly within polyethylene and polypropylene, due to the 
pandemic and recessionary end-market weakness, leading to reduced volumes and pricing.  

Commodity and specialty chemical issuers with heightened exposure to specific end markets, 
such as auto, energy and construction, are likely to see greater negative effects to earnings in 
the near term. Issuers selling into end markets, such as packaging, consumer nondiscretionary 
and healthcare, will display more resiliency.  

According to Fitch’s current Global Economic Outlook, U.S. and Eurozone GDP will remain below 
pre-virus levels through 2021, but will see performance improve beginning in 2022,  
with metrics near 2019 levels. Fitch believes chemical demand across general industrial and 
construction end markets will recover around this period, with auto demand having a more 
prolonged recovery.  

Longer term, Fitch expects chemicals demand growth by volume to remain near global GDP 
growth levels for both large diversified and commodity chemicals producers, given significant 
end markets and geographic and customer diversity. While many end markets are exposed to 
cyclicality, large producers benefit from global megatrends, such as growing populations, rising 
incomes and improved healthcare in emerging markets. 

Elevated Gross Leverage: Fitch projects 2020 leverage profiles for chemical companies will 
generally be above current negative sensitivity thresholds, given weaker EBITDA 
generation in the uncertain environment. We expect management teams will respond to the 
current environment by shoring up liquidity positions through cost-cutting and cash 
preservation measures.  

While Fitch believes many of the more diversified chemical producers should generate solid 
FCF and maintain robust flexibility, given end-market and customer diversification and 
relatively strong margin resiliency, leverage metrics are currently projected to decline but 
remain at or above negative sensitivity metrics through 2021. 

Lower for Longer Environment: Chemical producers generally saw weaker margins in 2019 
compared with the prior year on weaker demand due to general customer de-stocking and 
trade tensions with China. Some of the wave of ethylene and polyethylene supply slated to 
come on line in 2017–2019 in North America was delayed.  

Fitch believes overcapacity will remain an issue in the near to medium term, given near-
term demand destruction from efforts to mitigate the spread of the virus and very slow 
recovery as a result of the knock-on effects of high unemployment and reduced business 
investment.  

We believe U.S. operators are relatively better positioned than European producers to absorb a 
prolonged period of low margins. This may follow if higher-cost Chinese operators benefitting 
from government support to improve China’s self-sufficiency in petrochemicals continue to 
produce at uneconomic levels. 

Capital Deployment and Financial Flexibility: Fitch expects management teams to focus on 
capital deployment strategies that favor cash conservation. Specifically, companies are 
reducing discretionary capex, reducing operating rates to release working capital, 
refinancing debt to lower interest rates or spread maturities and cutting share-repurchases 
and dividends. This will provide the ability to preserve liquidity/flexibility and maintain 
credit health, while economic conditions recover.  

Fitch believes capital deployment and liquidity preservation are key rating drivers for 
chemical issuers in the current environment. We would like to see a dedicated commitment 
to net debt reduction, or at least stabilization, should this period of weaker earnings extend 
through 2021, with leverage profiles trending back in line with rating sensitivities. Fitch 
believes M&A activity will be constrained as travel is restricted and companies focus on 
financial stability during this period of uncertainty. 
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Factor Comparison 

Ratings Navigator Factor Range by Company 

 

Difference Between IDR and Factor Range Midpoint 

 

IDR/Outlook

BBB/Neg aa-  a  a-  a-  bbb  bbb+  a  bbb  bbb 
BBB+/Neg aa  a+  bbb  a  a-  bbb+  bbb+  bbb  bbb+ 
BBB+/Sta aa  a-  bbb  a-  bbb+  bbb  a-  bbb  bbb+ 
BBB/Neg aa-  a+  bbb  bbb  bbb+  bbb  a  bbb-  bbb+ 
A-/Sta aa  a-  bbb+  a-  a-  bbb+  a  a-  a 
BBB–/Sta aa-  bbb+  bbb-  bbb  bbb  bbb  bbb  bbb-  bbb 
BBB/Sta aa-  a+  bbb  bbb  bbb-  bbb  a-  bbb  bbb+ 
BBB/Neg aa-  bbb+  bbb  bbb  bbb-  bbb  a  bbb-  bbb 

Source: Fitch Ratings. Importance  Higher  Moderate  Lower

Albemarle Corporation

Dow Chemical Company

DuPont de Nemours, Inc.

Eastman Chemical Co

Huntsman Corp

NewMarket Corporation

Westlake Chemical Corporation

Ecolab Inc.

Financial Structure
Financial 

Flexibility

Financial profileIssuer

Management and 
Corporate 

Governance Product Nature
Product 

Leadership Diversification, Scale Cost Position Profitability
Operating 

Environment

Business profile

IDR/Outlook

BBB/Neg 5.0  3.0  2.0  2.0  0.0  1.0  3.0  0.0  0.0 
BBB+/Neg 5.0  3.0  -1.0  2.0  1.0  0.0  0.0  -1.0  0.0 
BBB+/Sta 5.0  1.0  -1.0  1.0  0.0  -1.0  1.0  -1.0  0.0 
BBB/Neg 5.0  4.0  0.0  0.0  1.0  0.0  3.0  -1.0  1.0 
A-/Sta 4.0  0.0  -1.0  0.0  0.0  -1.0  1.0  0.0  1.0 
BBB–/Sta 6.0  2.0  0.0  1.0  1.0  1.0  1.0  0.0  1.0 
BBB/Sta 5.0  4.0  0.0  0.0  -1.0  0.0  2.0  0.0  1.0 
BBB/Neg 5.0  1.0  0.0  0.0  -1.0  0.0  3.0  -1.0  0.0 

Source: Fitch Ratings.  Worse positioned than IDR  In line with IDR  Better positioned than IDR

DuPont de Nemours, Inc.

Albemarle Corporation

Dow Chemical Company

Profitability Financial Structure
Financial 

FlexibilityDiversification, Scale

Issuer Financial profile

Operating 
EnvironmentName

Management and 
Corporate 

Governance Product Nature
Product 

Leadership Cost Position

Business profile

Eastman Chemical Co

Huntsman Corp

NewMarket Corporation

Westlake Chemical Corporation

Ecolab Inc.

The tables above summarize the midpoint of each factor range assessed in the respective Rating Navigator for each company. The upper table, Ratings Navigator Factor Range by Company, 
highlights the relative importance each factor was accorded in the peer analysis: Lower, Moderate or Higher. The lower table, Difference Between IDR and Factor Range Midpoint, highlights the 
factors for which each company is relatively better or worse positioned than the Issuer Default Rating (IDR). For an interactive version of the Navigator comparison tool click here. 

For a factor-by-factor detail on our key observations, and why they are relevant to our ratings in this sector, see our sector-specific Chemicals: Ratings Navigator Companion. 
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Albemarle Corporation (BBB/Negative)

Albemarle’s ratings reflect leading market positions in all three of its main business segments, a 
strong balance sheet, solid financial flexibility and the high growth profile of its lithium segment. 
The company is considerably smaller than peers Eastman Chemical Co. (BBB/Negative) and 
Dow Chemical Company (BBB+/Negative). Albemarle’s EBITDA margins are higher than both.  

Similar to NewMarket Corporation (BBB/Stable), Albemarle is a leader in highly specialized, 
consolidated industries. Although exposed to volatility in commodity prices, particularly lithium 
prices, the long-term nature of many of its existing contracts allow some financial flexibility.  

Albemarle’s vertical integration into low-cost brine and rock assets protects it on the cost side. 
Although the company will see negative FCF in the near term, due to the coronavirus and 
investments in lithium production capacity, its access to the fast-growing electric vehicle 
market through lithium is likely to lead to strong FCF generation over the long term.  

Dow Chemical Company (BBB+/Negative) 

Dow’s size, product mix and cash flow/leverage profile compares with high investment-grade 
peers in both the chemicals and diversified manufacturing segment. Dow is the second-largest 
chemical company globally, after BASF SE (A/Stable), and has higher exposure to value-added 
production and higher margins than BASF and Akzo Nobel N.V. (BBB+/Negative).  

The company is also larger than diversified chemicals and manufacturing peers DuPont de 
Nemours, Inc. (BBB+/Stable), Ecolab Inc. (A–/Stable) and Honeywell International, Inc. 
(A/Stable). EBITDA margins in the mid to high teens are expected to be lower than peers, but its 
FCF profile is consistent with the peer group. The company’s total debt/EBITDA is expected to 
be at or below 2.0x in 2022, and thereafter, which compares favorably with DuPont, Ecolab and 
Honeywell, which are typically between 2.0x and 2.5x.  

Dow’s cash flows are relatively more volatile, when compared with the more resilient and 
predictable cash flow profiles of both Ecolab and Honeywell. This is primarily due to Dow’s 
exposure to certain hydrocarbon feedstocks and cyclical end-markets. Fitch views Dow’s credit 
profile as consistent with a ‘BBB+’ rating, while Ecolab’s and Honeywell’s credit profiles are 
more consistent with an ‘A’ category rating. 

DuPont de Nemours, Inc. (BBB+/Stable) 

DuPont’s size, product mix and cash flow/leverage profile compares favorably with high 
investment-grade peers in both the chemicals and diversified manufacturing segment. 
Following the Nutrition & Biosciences divestiture, DuPont will be similar in size to Ecolab 
and Eastman, while smaller than peers such as Honeywell and Dow.  

DuPont is considerably more specialized. Mid-cycle EBITDA margins are projected to be in 
the 25%–26% range. DuPont boasts the highest margin profile of the peer group and should 
generate FCF of around $1 billion per year after dividends in a normalized environment.  

DuPont’s projected mid-cycle total debt/EBITDA profile of around 2.5x is consistent with the 
‘A’ category metrics of Ecolab and Honeywell, which generally operate around or within the 
same leverage range. However, cash flows are relatively more volatile, when compared with 
the more resilient and predictable cash flow profiles of both Ecolab and Honeywell. 

This is due primarily to DuPont’s exposure to certain hydrocarbon feedstocks and cyclical of 
end-markets, such as construction and autos. As a consequence, Fitch views DuPont’s cash flow 
profile leverage metrics as consistent with a ‘BBB+’ rating, while Ecolab and Honeywell’s 
leverage metrics are viewed as consistent with an ‘A’ category rating. 

Eastman Chemical Co. (BBB/Negative) 

Eastman’s operating profile compares favorably with a number of other ‘BBB’ rated chemical 
companies but its financial leverage has been higher. Eastman is larger and more diversified 
than many ‘BBB’ rated peers, such as Albemarle, Westlake Chemical Corp. (BBB/Negative), 
NewMarket and Akzo Nobel, but is significantly smaller and less diversified than Dow. 
Eastman’s margins are more stable than those of more commodity exposed Westlake and Dow 
and higher than those of NewMarket and Akzo Nobel, which are specialty chemicals producers.  

Eastman’s debt/ EBITDA is expected to be about 2.8x at YE 2020, about flat with YE 2019, and 
not to reach its target of around 2.5x until YE 2021. This target is somewhat higher than peers 
at 2.0x, or below, generally. We note macro headwinds resulted in total debt/EBITDA around 
2.5x at Westlake and Albemarle’s total debt/EBITDA at 3.2x has been further affected by a 
capital program. Fitch is comfortable with the 2.5x level at Eastman, given the company’s 
relatively stable high FCF generation and low commodity price exposure.  

Ecolab Inc. (A–/Stable) 

Given Ecolab’s size, portfolio mix, cash flow risk and leverage profile, Fitch compares the 
company with diversified chemical and diversified manufacturing peers. Ecolab’s revenue is 
significantly smaller in size compared with Dow but larger than Eastman and diversified 
manufacturer IDEX  Corp.  (BBB+/Stable) and similar to Parker-Hannifin Corp. (BBB+/Stable).  

EBITDA margins for Ecolab have consistently been more than 20%, which is in line with 
Eastman and IDEX, and reflects a more value-added product offering compared with Parker-
Hannifin, which typically has margins in the mid-teens. Dow tends to see more variability in 
margins, given its exposure to hydrocarbons, with margins ranging between 14.2% and 19.6% 
over the last five years.  

Dow exhibits more FCF margin variability, net of dividends, ranging in the past five year-ends 
from negative 4.2% to 3.1%. Over the same period, Ecolab has generated consistent margins in 
the 4.7% to 5.8% range, which highlights relative FCF stability more consistent with Eastman 
and Parker-Hannifin, which have both consistently averaged closer to 6%.  

Gross leverage metrics at Dow and IDEX tend to be at or under 2.0x, while Ecolab and Parker-
Hannifin operate in the 2.0x to 2.5x range and Eastman generally around 2.5x to 3.0x levels.  

Fitch views Ecolab’s relatively stable cash flow profile and consistently positive FCF margin, 
compared with Dow and its larger EBITDA generation and margin compared with IDEX and 
Parker-Hannifin, as favorable to the credit profile. This is reflected in the rating among peers. 
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Huntsman Corp. (BBB–/Stable) 

Huntsman’s credit profile is highlighted by robust liquidity and typically strong FCF generation 
as a result of portfolio restructuring initiatives that Fitch projects will lead to solid financial 
flexibility through the ratings horizon. This leverage/cash flow profile compares favorably with 
strong investment-grade peers such as Albemarle, Eastman, NewMarket and Westlake.  

Huntsman posted EBITDA margins that are notably lower than all four peers, however, the 
company has generated a FCF margin above 5% over the past four years following several 
restructuring initiatives designed to better differentiate product offerings. Fitch projects this 
figure to be in the low-single digits in the near term due to coronavirus-related effects.  

This compares well with Albemarle, NewMarket, Eastman and Westlake, which all typically 
have FCF margins in the mid-to-high single digits in a normalized environment. Further 
bolstering Huntsman’s credit profile is a gross leverage position that Fitch projects will trend to 
around 2.0x, on average, similar to expectations for NewMarket and Westlake.  

The company’s relatively elevated commodity exposure informs its slightly weaker credit 
position than its peer group. This necessitates the maintenance of a lower leverage ratio than 
peers such as Eastman, which is nearly double the size of Huntsman and with ratings that can 
support a peak gross leverage ratio of around 2.5x.  

Assuming Huntsman continues to see robust liquidity and solid FCF generation and achieves a 
sustained gross leverage ratio in line with Fitch’s projections toward 2.0x, we would expect the 
company’s credit ratings to migrate upward toward the ‘BBB’ level of its peer group. 

NewMarket Corporation (BBB/Stable) 

NewMarket’s ratings reflect its stable earnings profile, high EBITDA margins and strong FCF 
generation. Credit risks include a lack of diversification/size and the trend toward electric 
vehicles, which presents a long-term threat for the company’s products. However, Fitch views 
the risk from electric vehicle adoption as minimal through the ratings horizon allowing the 
company time to reposition its product portfolio. The company has materially lower total debt 
with equity credit/operating EBITDA than the bulk of ‘BBB’ category peers.  

Westlake offers relatively more commoditized products with a slightly weaker balance sheet 
but operates with a degree of vertical integration and product diversification that shields it 
from much of the cash flow risk that characterizes NewMarket’s products.  

NewMarket’s relatively narrow product portfolio , small size, exposure to EV adoption longer 
term, and lack of vertical integration serve to limit positive ratings momentum, while a 
comparatively strong balance sheet provides a solid financial cushion at the ‘BBB’ level. 

Westlake Chemical Corporation (BBB/Negative) 

Westlake’s ratings are supported by the company’s position as the second-largest global  
chlor-alkali and polyvinyl chloride (PVC) producer. Westlake’s margins are lower than some 
peers given it has lower margin building products in addition to resins. Leverage is expected to 
peak in 2020 and gradually return to levels consistent with the ratings.  

Westlake’s earnings are similar in size to Braskem S.A. (BBB–/Negative) but with better 
margins and lower gross leverage. Orbia Advance Corporation, S.A.B. de C.V.’s (BBB/Negative) 
PVC production is smaller in scale compared with Westlake. The company benefits from the 
backward integration and diversification of PVC and fluorspar businesses, which extends from 
the mine to the final consumer. Westlake lacks the scale and market position of Dow and the 
degree of specialty chemicals of Eastman, both of which have more stable margins. 

 



 
 
 

 
 
 

 

 
Corporates 

Chemicals 
North America 

    

     North American Chemicals: Peer Comparison │June 30, 2020 fitchratings.com 5  
 

### 

  

Peer Comparison: Factor Discussion 
See the Chemicals: Ratings Navigator Companion for how each sub-factor is assessed and why 
it is important. 

Scale and Diversification 

 

Fitch evaluates Diversification by examining end-market, regional and product diversification. 
Any diversification can reduce earnings variability stemming from commodity price swings, 
product substitution, operational disruptions and/or regional business cycles. For more 
commoditized bulk chemicals, scale is important, given capital intensity. Specialized chemicals 
producers tend to have a smaller physical footprint than commodities counterparts, but are 
able to maintain a global presence, given the niche end uses of products.  

Dow, DuPont, Eastman and Ecolab are diversified producers benefitting from notable geographic 
and end-market diversification with significant logistical flexibility. Each exhibits significant 
scale, relative to the industry as a whole, but Dow, DuPont and Ecolab are larger than Eastman.  

Huntsman, Albemarle and Westlake are comparable in size but Huntsman is more diversified, 
given recent restructuring of its portfolio. The company has focused on improving its longer-
term cash flow risk by building out more downstream and stable product offerings in the past 
few years. Westlake’s 2016 acquisition of Axiall Corporation allowed it to maximize integration 
from ethylene production through PVC and add scale to PVC resin and vinyl-based building 
products. Albemarle has worked on expanding its lithium capacity in the past few years, while 
looking to reduce exposure to its more cyclical catalyst segment.  

NewMarket lacks the Scale and Diversification of peers but is well-positioned in their markets. 
NewMarket is one of four large producers of petroleum additives, and is fully exposed to the 
health of the conventional motor vehicle industry. However, the company benefits from 
barriers to entry formed by close customer relationships and lengthy qualification processes.  

 

Product Nature 

 

Albemarle’s bromine and catalyst segments generally serve mature markets that grow at or 
around GDP levels. Albemarle has leading positions in both segments and in recent years is 
using cash generated in these segments to fund its ongoing repositioning to lithium, which 
Albemarle has a significant cost advantage compared with peers. Albemarle’s lithium products 
are expected to have high demand in the long term with strong anticipated growth rates.  

Dow and Eastman are diversified producers selling specialty and commoditized chemical 
products. Dow’s product line remained relatively unchanged following its spinoff and consists 
of three business segments targeting downstream, customized applications across a diversified 
set of end markets.  Product mix tends to result in EBITDA margins in the mid-to-high teens.  

Eastman’s additives and functional products, advanced materials and fibers segments are 
viewed as more specialized, with EBITDA margins generally in the mid-to-high 20% range. The 
company’s second-largest segment, chemical intermediates, is more commoditized, with 
margins typically in the mid-teens.  

Ecolab’s spinoff of its upstream energy business emphasizes its focus on increasing exposure to 
more stable, higher-margin products. The company sells a wide array of specialized and 
commoditized products, and generates overall EBITDA margins in the low 20% range as a 
result of its industry-leading service-based model and technical knowhow.  

Huntsman’s spinoff of its titanium dioxide business and recent sale of its chemical intermediates 
and surfactants business emphasizes a similar strategy to reduce exposure to more volatile and 
commodity products.  

Fitch believes DuPont is less affected than peers in the current environment, given limited oil 
price exposure and highly specialized product offerings, despite about 15% of revenue exposed 
to the auto market. Westlake generally sells commoditized products exposed to pricing volatility 
but benefits from low-cost feedstock. NewMarket sells niche products with favorable industry 
trends largely tied to improving vehicle performance, fuel economy or reducing emissions.  

Issuer
Portfolio 

Diversification
End-Market 

Diversification
Number of 

Sites
Regional 
Footprint EBITDAR ($)

Albemarle Corporation bbb  bbb bb a a bbb

Dow Chemical Company a-  a bbb a a a

DuPont de Nemours, Inc. bbb+  a bbb a a a

Eastman Chemical Co bbb+  bbb bbb a a a

Ecolab Inc. a-  bbb bbb a a a

Huntsman Corp bbb  a bbb a a a

NewMarket Corporation bbb-  bbb bb bbb bbb bb

Westlake Chemical Corporation bbb-  bbb bb bbb bb a

Source: Fitch Ratings.                Importance        Higher     Moderate     Lower

Diversification, 
Scale Issuer

Portfolio Characteristics 
(Specialty Chemicals)

Portfolio Characteristics 
(Commodity Chemicals)

Albemarle Corporation a-  a NA

Dow Chemical Company bbb  bbb bbb

DuPont de Nemours, Inc. bbb  bbb NA

Eastman Chemical Co bbb  bbb bbb

Huntsman Corp bbb-  bbb bb

NewMarket Corporation bbb  bbb NA

Westlake Chemical Corporation bbb  NA bbb

Ecolab Inc. bbb+  bbb bbb

Source: Fitch Ratings.                Importance        Higher     Moderate     Lower

Product Nature
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Financial Structure 

 

Fitch projects 2020 leverage profiles for chemical companies will generally be above current 
negative sensitivity thresholds given weaker EBITDA generation in the uncertain environment. 
We expect coronavirus-related demand pressure to force Albemarle to pause its divestment 
processes, which was intended to assist with the paydown of debt. Fitch anticipates leverage 
will remain elevated and potentially create covenant pressure. 

DuPont, Ecolab and NewMarket are expected to have elevated leverage in 2020 before a 
recovery in line with leverage sensitivities in the future. These companies maintain 
conservative financial structures and offer highly specialized and recession resistant products 
that will face less volatility then petrochemical peers.  

Fitch recently placed diversified producers Eastman, Westlake and Dow on Negative Outlook, 
which reflects weak petrochemical pricing and the uncertainty on the timing of demand 
recovery. We believe Eastman will need a shift in capital allocation in order to reach a leverage 
profile consistent with its current rating. Fitch believes that Dow will allocate capital in a credit-
conscious manner during this period to result in a near-term leverage profile consistent with 
the current rating. The outlook on Westlake reflects the possibility that a prolonged weak 
construction market and overcapacity in the polyethylene chain could delay earnings recovery 
beyond 2022. 

Fitch believes Huntsman will respond to demand pressure with reduced spending and 
shareholder distributions in favor of debt reduction resulting in gross leverage at around 3.0x in 
2020. Upon returning to a more normalized environment, we believe Huntsman’s gross 
leverage will decline to around 2.0x as the company increases specialty sales and continues to 
acquire downstream, complementary products in diverse regions with its ample cash balance. 

Profitability 

 

Fitch evaluates profitability for chemical companies by comparing the specialization of each 
product offering. Specialty chemicals differ from commodity chemicals as they are composed of 
a mixture of different chemical substances, designed and produced for a specific application.  

Pricing is more dependent on the capabilities of the product rather than the cost of 
components. The specialty producers within this peer group tend to have higher and more 
resilient margins compared with commoditized producers as the demand for specialized 
products is far less elastic than demand for commodity chemicals.  

Westlake, Huntsman and Dow offer more commoditized products compared with the rest of the 
peer group. Given the generally lower margins with a higher degree of earnings variability, we 
expect these issuers to focus on cutting costs and limiting spending in the current environment.  

Huntsman’s history of weaker margins and relatively elevated commodity exposure informs its 
slightly weaker credit position than the peer group. Westlake benefits from a low cost position 
but the company’s margins are lower than some peers given lower margin building products 
and moderate commodity price exposure in ethane and caustic soda. 

NewMarket’s margins have the tendency to tighten in periods of steadily rising oil prices but 
the company is generally able to pass through costs on a delay. Fitch expects FCF to remain 
solid due to modest specialization and belief in the ability to significantly dial back capex.  

While DuPont maintains around 15% of revenue exposure to the auto market, Fitch believes 
the company will be relatively less affected than peers during the pandemic given limited oil 
price exposure and the company's highly specialized product offerings. 

Albemarle, Eastman, and Ecolab are all viewed as highly specialized chemical providers with 
expectations for comparatively resilient margin levels. Fitch believes near-term capital 
spending will benefit Albemarle over the long term and position the company to take full 
advantage of continued growth in demand for electric vehicles.  

Eastman generated strong FCF, driven by the combination of EBITDA margins in the low 20% 
range and low capex requirements. Fitch expects margins to be relatively stable, given a wide 
range of products and flexibility in directing intermediates toward the best value.  

Issuer
Lease Adjusted FFO 

Gross Leverage
Lease Adjusted 

FFO Net Leverage

Total Adjusted 
Debt/Operating 

EBITDAR

Albemarle Corporation bbb  bbb bbb bbb

Dow Chemical Company bbb  bbb bbb bb

DuPont de Nemours, Inc. bbb  bb bbb bb

Eastman Chemical Co bbb-  bb bb bb

Ecolab Inc. a-  bbb bbb bbb

Huntsman Corp bbb-  bbb bbb bb

NewMarket Corporation bbb  bbb bbb bbb

Westlake Chemical Corporation bbb-  bb bb bb

Source: Fitch Ratings.                Importance        Higher     Moderate     Lower

Financial Structure Issuer FFO Margin FCF Margin EBITDAR Margin

Albemarle Corporation a  a a a

Dow Chemical Company bbb+  a bbb a

DuPont de Nemours, Inc. a-  a a a

Eastman Chemical Co a  a a a

Ecolab Inc. a  a a a

Huntsman Corp bbb  bbb bbb bbb

NewMarket Corporation a-  bbb a a

Westlake Chemical Corporation a  a a a

Source: Fitch Ratings.                Importance        Higher     Moderate     Lower

Profitability
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Rating Headroom Comparison

 

What is Rating Headroom? 
• Rating headroom measures an issuer’s Financial Flexibility against the quantitative rating guidelines set. 

• Ratings typically carry multiple guidelines and this analysis only compares leverage. 

• The analysis excludes qualitative guidelines which may also affect rating evolution. 

• Ratings can survive negative headroom if we forecast sufficient recovery within the rating horizon. 

• Low or negative headroom on a single rating guideline may not necessarily lead to rating downgrades, which would depend on the extent and duration of a breach. 

The leverage metrics represented above are typically just one of the sensitivities given for rating actions, and the full set of rating sensitivities for refiners often include a combination of a leverage 
metric, profitability, diversification, margin resiliency, and decisions around capital allocation. Upgrades would not be necessarily linked to improved leverage, but to other qualitative factors, 
including increased size, scale and diversification beyond the current asset profiles, which are not reflected in the chart above.  

Dow, Eastman, Huntsman, Albemarle and Westlake were at, or above, the negative leverage sensitivity thresholds as of YE 2019, following a global demand slowdown related to general destocking 
and the effects of the trade war with China. Fitch expects chemical demand across global industrial and construction markets will remain below pre-virus levels through 2021 before improvement 
in 2022, at around 2019 levels, with auto demand having a slower recovery. We expect these companies to shift capital allocation policies toward accelerated debt repayment instead of growth and 
shareholder returns to return leverage within their rating sensitivity ranges.  

Ecolab, DuPont and NewMarket were at, or within, leverage sensitivity ranges at YE 2019. While Fitch expects leverage for these issuers to remain at or above leverage sensitivities through 2020, 
we believe these companies generate relatively high, resilient margins and strong FCF generation that should allow management to maintain leverage metrics back within sensitivities by 2021, 
provided a credit-conscious capital allocation strategy. These companies maintained stable ratings due to a mix of conservative financial structures, highly specialized and recession resilient, and 
strong size/diversification. 
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Rating Headroom Comparison: Leverage Over Time 

 
 
 
 
 
 

F – Forecast. 

Source: Fitch Ratings, Fitch Solutions.
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### 

  

 

Rating Guideline Comparison 

Issuer IDR/Outlook Positive and Negative Sensitivities 
Last Fiscal YE  

Leverage Ratio (x) 
Next Forecast Fiscal YE 

Leverage Ratio (x) 

Albemarle Corporation BBB/Negative [+] Stabilization in lithium prices alongside continuously growing volume, potentially related to industry-wide cuts to 
capacity expansion programs. 

[+] Total debt with equity credit/operating EBITDA durably below 2.0x and/or FFO-adjusted leverage durably below 2.5x. 

[−] Slower than expected growth in lithium demand related to a secular shift in consumer preferences for electric vehicles. 

[−] Total debt with equity credit/operating EBITDA durably above 3.0 and/or FFO-adjusted leverage durably above 3.5x. 

3.1 4.2 

Dow Chemical Company  BBB+/Negative [+] Total debt with equity credit/operating EBITDA sustained below 1.5x. 

[+] Continued track record of balanced, cash-flow-linked shareholder activity. 

[−] Total debt with equity credit/operating EBITDA sustained above 2.0x 

[−] Deviation from financial policy where shareholder distributions are prioritized over debt reduction during weaker 
earnings periods. 

2.2  3.0 

DuPont de Nemours, Inc. BBB+/Stable [+] Total debt with equity credit/operating EBITDA sustained below 2.0x. 

[+] Clear and demonstrated management strategy concerning long-term portfolio composition and resulting cash flow 
profile. 

[−] Total debt with equity credit/operating EBITDA sustained above the 2.5x–2.7x range. 

2.6 3.3 

Eastman Chemical Co. BBB/Negative [+] Sustained total debt/EBITDA less than 1.5x. 

[+] Sustained FFO-adjusted leverage less than 2.0x. 

[−] Leveraging capital allocation transactions without a clear deleveraging path within three years. 

[−] Expectations of total debt/EBITDA sustained at or above 2.5x. 

[−] Expectations of FFO-adjusted leverage sustained at or above 3.0x. 

2.7 2.8 

Ecolab Inc. A–/Stable [+] Total debt/operating EBITDA or total adjusted debt/operating EBITDAR sustained below 1.5x or 2.0x. 

[+] Continued track record of balanced shareholder activity. 

[−] Deviation in financial policy resulting in total debt/EBITDA or total adjusted debt/operating EBITDAR sustained above 
2.5x or 3.0x. 

[−] EBITDA margins sustainably below 20% signaling inability to pass through costs or reduced pricing power. 

[−] Large scale transactions that reduce operational focus or increases cash flow risk. 

2.0 2.2 

Huntsman Corp. BBB–/Stable [+] Total debt with equity credit/operating EBITDA sustained below 2.3x or FFO-adjusted leverage sustained below 3.0x. 

[+] Continued execution of management strategy to different its product portfolio, leading to continued strong FCF and 
consolidated EBITDA margins sustained in the mid-teens. 

[−] Total debt with equity credit/operating EBITDA sustained above 2.8x.  

[−] Loss of competitive advantage in polyurethanes leading to weaker FCF generation and expectations for consolidated 
EBITDA margin to be sustained around 12%. 

[−] A materially sized debt-funded acquisition at an elevated multiple. 

3.0 2.6 
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### 

  

Rating Guideline Comparison 

Issuer IDR/Outlook Positive and Negative Sensitivities 
Last Fiscal YE  

Leverage Ratio (x) 
Next Forecast Fiscal YE 

Leverage Ratio (x) 

NewMarket Corporation BBB/Stable [+] Additional diversification and scale with no deterioration in profitability or capital structure. 

[−] Significant industry capacity additions leading to overcapacity which would weigh on operating margins. 

[−] Debt/EBITDA sustained at the upper end of the 2.0x–2.5x range. 

[−] Leveraging shareholder-friendly transactions, additional special dividends, outsized share repurchases, dilutive 
acquisitions. 

1,5 1.8 
 

Westlake Chemical 
Corporation 

BBB/Negative [+] Total debt/EBITDA below 1.0x and FFO-adjusted leverage below 1.5x on a sustained basis and some combination of 
the following: 

[+] Substantially increased size and scale. 

[+] Achieving greater product diversity.  

[−] Total debt/EBITDA significantly above 2.0x on a sustained basis. 

[−] FFO-adjusted leverage above 2.5x on a sustained basis. 

2.5 2.5 
 

IDR – Issuer Default Rating. 
Source: Fitch Ratings, Fitch Solutions. 
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### 

  

Peer Financial Summary  
       

Company IDR Financial 
Statement Date 

Operating EBITDAR 
($ Mil.) 

Operating EBITDAR 
Margin (%) 

FFO Fixed-Charge 
Coverage (x) 

FFO-Adjusted  
Net Leverage (x) 

Total Debt with  
Equity Credit/ 

Operating EBITDA (x) 

Albemarle Corporation BBB  

 BBB 2019 997 27.8 9.2 3.4 3.2 

 BBB 2018 1,003 29.7 8.8 1.9 1.7 

 BBB– 2017 887 28.9 8.1 1.3 2.2 

Dow Chemical Company BBB+  

 BBB+ 2019 7,622 17.7 4.0 3.1 2.2 

 BBB+ 2018 11,893 19.7 3.9 3.1 1.7 

 BBB 2017 10,293 18.5 5.4 2.2 2.1 

DuPont de Nemours, Inc. BBB+  

 BBB+ 2019 5,848 27.2 4.6 3.3 2.7 

 BBB+(EXP) 2018 17,560 20.4 3.3 3.5 2.4 

 N.A. 2017 12,491 20.0 6.0 2.3 2.7 

Eastman Chemical Co. BBB  

 BBB 2019 2,192 23.6 5.7 3.6 2.8 

 BBB 2018 2,393 23.6 5.8 3.4 2.7 

 BBB 2017 2,364 24.8 5.6 3.5 2.9 

Ecolab Inc. A–  

 A– 2019 3,537 23.7 7.0 2.8 2.0 

 A– 2018 3,316 22.6 6.9 3.1 2.3 

 N.A. 2017 3,239 23.4 5.4 3.5 2.5 

Huntsman Corp. BBB–  

 BBB– 2019 871 12.8 3.9 3.8 3.0 

 BBB– 2018 1,485 15.8 4.9 2.2 1.7 

 BB 2017 1,328 15.9 4.5 2.2 1.9 

NewMarket Corporation BBB  

 BBB 2019 442 20.2 7.4 1.8 1.5 

 BBB 2018 387 16.9 5.5 3.1 2.1 

 BBB 2017 425 19.3 6.1 2.4 1.5 
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### 

  

Westlake Chemical Corporation BBB  

 BBB 2019 1,544 19.0 6.2 2.6 2.5 

 BBB 2018 2,264 26.2 6.5 1.7 1.3 

 BBB 2017 2,033 25.3 5.6 2.1 2.1 

IDR – Issuer Default Rating. N.A. – Not applicable. 
Source: Fitch Ratings, Fitch Solutions. 
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### 

  

Financial Metrics Comparison 

 
 

  
 

 
 

  
 

  

F – Forecast.

Source: Fitch Ratings, Fitch Solutions.
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### 

  

Financial Metrics Comparison 

 
 

F – Forecast.

Source: Fitch Ratings, Fitch Solutions.
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