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PREFACE

“The release of atomic energy has not created a new problem. It has merely made more urgent
the necessity of solving an existing one.” Albert Einstein

In 2006, the methanol industry had its own “atomic” event. It began as high energy
prices piled on new demand for methanol into gasoline, biodiesel, and even
dimethyl ether, while conventional derivatives were already strong enough. In the
middle of the northern hemisphere’s summer, when demand globally was at all-time
maximum highs, the unfortunate loss of two major methanol production facilities
(with very little warning) sent the market into a panic, with prices “mushrooming”
to record levels at an astonishing pace. These events exposed an existing problem:
methanol is now popular as a fuel, when it cannot currently afford to be. The
massive gravitational pull of energy markets, still in effect due to sustained high
energy prices, cannot be satisfied with today’s production capacity. China has
transformed this problem into an opportunity. The world may well have to use the
Chinese approach - which involves taking risks on new production capacity to turn
coal into energy via methanol - to solve the methanol “popularity” problem. Of
course, objective analysis of the potential for methanol in fuels markets is required
before today’s record profits can be directed toward such investments. To that end,
this year’s study provides for the first time objective analysis of “alternative fuels,”
opportunities for methanol, which we have put into six types: gasoline blends,
biodiesel, dimethyl ether, methanol to olefins, fuel cells, and direct
combustion/power generation.

These are “golden years” and exciting times for the methanol industry, as the
decisions being made now will reshape the industry for the next decade and beyond.
It is always our mission to provide thorough and detailed analysis to a very complex
industry, and this year we have augmented our analysis on alternative fuels, the
Middle East, and have added methyl methacrylate supply and demand balances in
acknowledgement of this derivative’s import to methanol’s future. Of course, we
have fully updated the forecasts from the previous year. In doing so, we hope to
improve the quality of your business decisions. We endeavor to publish the most
comprehensive and well-integrated summary of methanol and its key derivatives
available globally.

The massive contributions of Shandon Quinn and Hemalata Sinniah made this study
possible; to them I am highly grateful. And I think you will be as well. We hope you
will use this study in your solutions; and we are always willing to help as needed.

[0

Mark Berggren

Managing Director

Methanol Market Services Asia, Pte. Ltd., Singapore
mab@methanolmsa.com

+65 6465 2720
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WARRANTY

MMSA conducted this analysis and prepared this report utilizing reasonable care
and skill in applying methods of analysis consistent with normal industry practice.
All results are based on information available at the time of review. Changes in
factors upon which the review is based could affect the results.

Forecasts are inherently uncertain because of events or combinations of events that
cannot reasonably be foreseen including the actions of government, individuals,
third parties and competitors. NO IMPLIED WARRANTY OF MERCHANTABILITY
OR FITNESS FOR A PARTICULAR PURPOSE SHALL APPLY.

Others have provided some of the information on which this report is based. MMSA
has utilized such information without verification unless specifically noted
otherwise. MMSA accepts no liability for errors or inaccuracies in information
provided by others.

This study contains the copyright of MMSA, and has been prepared for the sole
benefit of the client. Neither this book nor any part may be reproduced or
transmitted in any form or by any other means, electronic or mechanical, including
photocopying, microfilming, recording, and scanning, or by any information storage
and retrieval system, without permission in writing from MMSA.

Any third party in possession of the report may not rely upon its conclusions

without the written consent of MMSA.. Possession of the report does not carry with it
the right of publication.

- ITTIA
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