PERSONAL CARE INGREDIENTS

How is the market recovering from COVID and what will be the “new normal?”

NEW YORK

Society of Cosmetic

CHEMISTS




Today’s Speaker

SUNANDA DESAI

Vice President,
Chemicals Practice

n
aKline
Copyright © 2022 Kline. REPRODUCTION OR DISCLOSURE FORBIDDEN; SEE SPECIAL NOTICE ]



Today’s Presentation

) Introduction
) 2021: Where is the Market at?
> Market Appraisal and Outlook




) Kline has served the international specialty chemicals & materials

industry for more than 60 years.

MARKET RESEARCH REPORTS

Identify market opportunities and create action
plans with off-the-shelf reports

Industries served:

» Agribusiness

¢ Consumer Products
¢ Chemicals

* Personal Care
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u Individual client work to solve business issues
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Parsippany, NJ
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ASIA

Shanghai, China
Tokyo, Japan
New Delhi, India
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Our project teams are staffed with seasoned management

consultants and operating executives from the chemicals industry.



l®) Kline’s personal care domain expertise covers the entire value chain

PERSONAL CARE VALUE CHAIN
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Supplier

Examples include
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Film formers
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Makeup
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Skin care
Toiletries
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) Personal Care Ingredients: Global Market Analysis

Base year is 2021
Forecasts from 2021 to 2026

Two key deliverables

Personal Care Ingredients:
Global Market Analysis

INTERACTIVE DATABASE CONCISE REPORTS / DASHBOARD

. Th e d ata bas e CO n tai n S . A S et of re po rtS pe r Q1 2022 care formulations. It also evaluates drivers and restraints affecting

the market and builds a five-year forecast model, giving a clear

data on about 2 5 O reg ion for each 11t edition V'\E\VN nf-f market opportunities in the post-COVID world.

|ngr€d|ent5 in the key iI"IQI’Edlent grOUp Regional Coverage: = o + China + Japan - Brazil

Base Year: 2021 The 11 edition of our flagship program, this study analyzes the

consumption, supply, and pricing of ingredients used in persocnal

Published:

+ India + Southeast Asia + Rest of World
+ United States

regional markets, their available through a new
consumption, supply, Power Bl-powered SCOPE
pricing, and forecast dashboard

About 250 ingredients, covered » Average market pricing of
co n S u m pt i 0 n . within 12 ingredient groups, as ingredient by region
shown in table 1 » Forecast consumption of
. G IO bal Cove rag e : ingredients within a five-year time
. » Consumption of key personal care frame
- Afrl Ca ingredients by application and

INGREDIENTS - Europe
COVERED o

— Southeast Asia

. — United States
oKline ~ RoW

2 . region
5 O - B raz I I Supplier sales by ingredient type,
. application, and region
China

www.klinegroup.com
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)

The program covers about 250 ingredients within 10 main product
groups, covering all key aspects of a personal care product formulation.

Ingredient group Ingredient examples

Antimicrobials
Color cosmetics ingredients

Conditioning polymers

Emollients

Emulsifiers

Hair fixative polymers

Rheology control agents

Surfactants
UV protection ingredients

Miscellaneous

oKline

MIT, CIT/MIT, BNPD, parabens, phenoxyethanol, triclosan, ZPT, Caprylyl glycol
Mica, talc, carmine, henna, aluminum powder, copper powder

Cyclomethicone, dimethicone, PEG/PPG dimethicone, polyquats

IPP, IPM, gluconic acid, glycerin, petrolatum, almond oil, argan oil, castor oil, chitosan

Isopropyl stearate/palmitate, PEG derivative, lecithin, polysorbates

PVP, VP/VA copolymers, acrylate copolymers, polyurethane

CMC, HEC, xanthan gum, fumed silica, HEUR, HASE, carbomer

SLS, SLES, betaines, alkyl polyglucosides, quats, amphoteric acetates

OMC, homosalate, zinc oxide, UV solubilizers, SPF boosters

Opacifiers, pearlizers, beads, sensory enhancers, film formers
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Specialty ingredients represent the largest growth potential

) within the personal care ingredients business

PERSONAL CARE INGREDIENTS MARKET
UNDIFFERENTIATED DIFFERENTIATED

!

Basis for Commodities: sold to Specialties: sold on Active ingredient: Selling a
comparison specification performance concept

Average growth : :

(CAGR) ﬁ Low Moderate to high High

Market and

customer . o Low to moderate Moderate to high Moderate to high
fragmentation A4

SEFIES T e Low Moderate to high Very high

intensity
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)

DEMAND BY REGION, 2021

100%
90%
80%
m RoW
70%
® Japan
60% m Africa
m Brazil
0,
>0% Southeast Asia
40% India
m USA
0,
30% m China
20% mEurope
10%
0%
Volume Value
Total: 5.7 million tonnes Total: USD 18.6 Billion

(100% active basis)
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While demand from Asian countries continues to grow,
Europe and the U.S. remain key markets for PC ingredients.

e Europe, China, and the US lead the personal care
ingredients market in terms of volume and
value. These are the leading economies globally
and also lead the demand for personal care

ingredients.

India has large demand for henna and coconut
oil along with solvents leading to relatively

higher share in volume.

e Japan imports a lot of semi-finished and finished

products leading to low share in this industry.
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) the consumption in the PC industry.

Solvents lead the overall consumption in terms of
volume. This is mainly due to huge demand of solvents
such as ethanol to produce hand sanitizers due to
COVID-19. Solvents are low priced and therefore, have

relatively lower share in value.

Emollients and surfactants lead market consumption by

value.

— Emollients are used in large quantities in skin care

and hair care applications, two leading personal care

applications.

— Surfactants are used across all personal care

applications leading to their high demand.

oKline

Emollients, surfactants, and conditioning polymers dominate

DEMAND BY INGREDIENT GROUP, 2021

m Surfactants

m Emollients

m Conditioning
polymers
Rheology control
agents

Solvents
m Antimicrobials
m UV Protection
m Color cosmetics

ingredients
= Emulsifiers

Total: USD 18.6 Billion
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) SKkin care and hair care are the two leading applications globally.

PERSONAL CARE INGREDIENTS DEMAND BY APPLICATIONS BY REGION, 2021

Color AP/deo All other
cosmetics

Oral care '

Hair Care

Total: USD 18.6 Billion
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Skin Care
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B») The ISO 16128 standard is being widely adopted in the industry.

PERSONAL CARE INGREDIENTS DEMAND BY
NATURALITY, 2021

Non-natural

Derived
natural

Natural .

Total: USD 18.6 Billion
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Emollients Surfactants Rheology control
agents

m Non-natural mDerived natural = Natural

Europe USA China

® Emollients -Natural
m Emollients -Derived natural
m Emollients Non-natural
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) Regardless of multitude of acquisitions in the space over the last
two decades, the competitive landscape remains fragmented.

SALES OF INGREDIENTS BY SUPPLIER, 2021

BASF

Dow Supplier landscape is fragmented for personal
Croda care ingredients with no supplier having more
than 10% market share.
Evonik
Top 10 represents only slightly more than 10%
Solvay el
obally.
4‘ Clariant = Y
‘ Momentive Three types of companies: global leaders,
\ Ashland product specialists, local suppliers
Lubrizol
Others Innospec Our database identifies about 300 players with
USD 1million+ sales

Total: USD 18.6 Billion
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l») Key Trends and Outlook

COVID-19
e Reduced restrictions as COVID-19 subsides is expected to lead to strong growth in color cosmetics, sun care products, etc.
e The pandemic has changed certain lifestyle habits. For example, frequent handwashing and sanitization have become more important,

driving growth for antibacterial soaps and wipes, and hand sanitizers. This is expected to continue driving growth for antimicrobial

products.

Drive towards natural and sustainable ingredients
e Increasing regulations, limitations in use, advertising campaigns, and bad press about some traditional preservatives such as parabens

and isothiazolinones are triggering their substitution toward ingredients that are considered milder, safer, and natural.

e For conditioning polymers, the industry continues to move toward natural or natural-derived ingredients, which will favor the use of
ingredients such as Guar, Cassia gum, and proteins. Polyquaterniums are also under scrutiny as they all are synthetic.
e Similar trend is seen for emollients, surfactants, emulsifiers, rheology control agents, etc. This is also leading to shift away from animal

derived ingredients such as animal proteins.

oKline



l») Key Trends and Outlook

Growing demand of multifunctional ingredients

e Demand for multipurpose products and ingredients is expected, especially in aging societies such as Japan and Europe. This is expected

to drive demand for emollients that can also offer antioxidant and hydrating properties, such as squalane or hyaluronic acid.

e As 'new normal' is achieved after pandemic, experts believe consumers have a changed relationship with makeup products through this
period. Many consumers have stopped the routine of doing their makeup on daily basis. Thus, many experts expect the new generation
of product launches within the color cosmetic area will be hybrid types between skin care and makeup products, providing both skin

care benefits and certain makeup effects in only one step.

e This also leads to lower formulation cost that is also driving the demand for multifunctional ingredients.

Cost increases
e The increased cost of raw materials and general shipping fees of raw materials and finished ingredients were caused by COVID-19.
COST Although it is possible for costs to decline again in the future, most suppliers are currently unable to forecast the situation in Ukraine,

and uncertainty around COVID-19.

oKline
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l») Key Trends and Outlook

Shift towards local suppliers
\ i
Vi e As shipping industry was impacted due to COVID-19, imports of ingredients became difficult. This provided an opportunity to local

suppliers in countries such as India to offer ingredients to formulators.

e Further, as shipping remains affected further accentuated by high costs as crude oil prices has risen in the past few weeks, a shift

towards local suppliers in various markets is expected to continue.

Inclusive beauty/natural look
e Inclusive beauty is a growing trend in regions such as Europe, with a wider choice of tints to match each type and shade of skin color.in

only one step.

e The pre-pandemic natural looking and discreet makeup trend will continue in post-pandemic times, driven by the consumer habit of not
using makeup anymore on a daily basis, acquired through the pandemic. This will be particularly true during the day, when people are
working from home or from office, or attending a private official appointment.

e This trend is also seen in consumers looking for natural look in hair styles leading to reduced demand for hair fixative polymers.

oKline
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l») Key Drivers, Restraints, and Forecast

Consumer preferences
towards using natural
products along with
the clean beauty
concept drives market

Economic recovery from growth
COVvID-19

Growth in population

Y21
-
v
2
—
(@)

Restraints

High price and
performance
issues with
natural
ingredients

Rising claims and
clean standards and
dirty lists from
retailers along with
regulatory
restrictions limit the

Aging population in Habits such as

Western countries frequent hand
and Japan could washing acquired

drive the demand during pandemic
for ingredients could drive the

used in anti-aging ~ demand of some
products ingredients

usage of some
ingredients
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CAGR: 3.4%

Price sensitive
market in India,
Southeast Asia, etc.
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)

Except color cosmetic ingredients, all ingredient groups are
expected to grow at a rate between 2% and 4%.

Volume Growth in Consumption of Personal Care Ingredients by Ingredient Groups, 2021-2026

Color cosmetic ingredients

Emollients

e
I
grlactydym |
Rheology control agents
Average
Emulsifiers .
UV protection ingredients I
Hair fixatives I
Antimicrobials
Solvents
I

Conditioning polymers

Growth, %
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)

Africa and India represent the largest growth potential
countries globally.

Volume Growth in Consumption of Personal Care Ingredients by Region, 2021-2026

Africa

India

China
Southeast Asia
Average

Brazil

Europe

Japan
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Growth, %
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oKline

Kline is a worldwide consulting and research firm dedicated to
providing the kind of insight and knowledge that helps companies
find a clear path to success. The firm has served the management
consulting and market research needs of organizations in the
agrochemicals, chemicals, materials, energy, life sciences, and
consumer products industries for more than 60 years.

For more information, visit www.KlineGroup.com

GLOBAL HEADQUARTERS

E-mail: CustomerCare@KlineGroup.com
2001 Route 46. Suite 310

Parsippany, NJ 07054

Phone: +1-973-435-6262

www.klinegroup.com
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