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Specialty gases roll on

INVESTMENTS
In the US, February saw Linde start
up its new specialty gases plant in
Hammond, Indiana. According to the
company, the new plant produces
medical, oxidising, inert gases and
blends along with specialty gas
mixtures for scientific and research
applications. These products are
intended for both domestic and
international markets.
Jeffrey Leist, Project Manager for the
new Linde plant, said, “The specialty
gases plant will serve as a production
hub for Linde’s US distributor business
as well as for specialty medical gases
for Linde’s LifeGas unit which services
the healthcare industry.”
The new plant includes the main inert
gas and oxidant gas production room,
individual production areas with new
semi-automated filling technology, and

Expansion in developing economies is providing a healthy
growth outlook for specialty gases, while in the mature
US market smaller players’ attributes are recognised by
majors on the acquisition trail. Helen Carmichael reports.

and electronics are further key drivers
for growth potential here. Countries
including India, Brazil and South Korea
are other nations building demand for
specialty gases.
“We continue to think that the majors
are going to deploy a lot of capital into
Asia and Latin America. If you look
at the consumption of gas per capita,
Asia is poised for a large expansion
of consumption and production,”
Twardokus said.

E

early 2013 saw specialty gas
industry mavens describing a
buoyant and growing market
for specialty gases, particularly
in the energy, automotive and
environmental sectors.
Some clouds loomed on the horizon,
particularly for electronics specialty
gases, where aggressive infrastructure
investment (mainly in LED and solar
markets) had outstripped demand.
However, in the electronics market
where the turnover in new devices and
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technologies is rapid, shifting patterns in
demand for raw materials and for greater
purity continue to offer fresh challenges,
and recovery is underway.
So after the optimism of 2013, how are
things shaping up for 2014 and beyond?
“2013 proved to be a nice year for most
and we are still seeing very solid growth
in the market despite a fairly stagnant
pricing environment (absent the helium
wild card),” said Wayne Twardokus,
Director of Cleveland, Ohio-based
investment bank and M&A experts,

League Park. “The improving energy/
hydrocarbon market in North America
will also continue to push volume in the
sector,” he told gasworld.
According to a recent report1, the
specialty gas market could reach a
$23.1bn market by 2018, an annual
growth rate of 6.1% from 2013 to
2018. Specialty gas consumption has
grown significantly in recent times and
continues to build momentum in many
countries. The strong and established
North American market is the largest in
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terms of demand, and will see a relatively
moderate growth rate of around 6.3% per
year up to 2018. Increased demand for
photovoltaic products and plasma display
panels in the US underpin this trend.
This contrasts with Asia-Pacific, the
world’s fastest growing specialty gases
market, where growth is pegged at 8.1%
year-on-year over the next five years.
Rapid industrial growth is the driver in
the region, with China leading the way
and manufacturing industries the biggest
consumer. Rapid expansion in healthcare

Personnel power
Due to the large number of smaller
players – particularly in North America
where independents control up to half
of the cylinder and packaged gas market
– consolidation is a perennial topic for
those following gases, with specialty gases
no exception. Gas companies willing
to make acquisitions can add smaller
specialist or regional companies to
respond rapidly to changes in the market
place and remain competitive. But for
how long can this this trend continue?
According to Twardokus, the market
remains ripe for further consolidation,
and M&A activity is ongoing. What’s

a state-of-the-art analytical laboratory
for quality control.
Meanwhile in China, Air Liquide is
to invest €18m in a large, ultra-high
purity nitrogen generator and other
infrastructure at the new Beijing Fab 2
owned by Semiconductor Manufacturing
International Corporation (SMIC). The
nitrogen carrier gas is used along
with electronics specialty gases and
precursors as a key part of the process
to provide 300mm wafers with 28nm
advanced technology for electronic and
mobile devices for both Chinese and
international markets.
Air Liquide and SMIC – the largest
foundry manufacturer in China – have
been working together since 2001.
The French gases major also supplies
SMIC’s other large fabs in Shanghai,
Beijing, Tianjin, and Shenzhen.

“We continue to think that
the majors are going to
deploy a lot of capital into
Asian and Latin America”
more, bringing specialty gas companies
into the fold is one way to the gas
majors to mine a rich seam of employee
expertise, fostered by these smaller
companies. “You need to keep in mind
that over the last 10-15 years many of the
gas companies limited their investment in
developing specialty gas human capital,”
he explained. “As a result, the majors
are lacking the next layer of talent and
have needed to acquire operations with
specialty gas capabilities.”
Last year saw Airgas Inc. take over the
Encompass Group, Air Liquide acquire
Voltaix and Electronic Fluorocarbons
LLC enlarge its electronics specialty
gases portfolio through a deal with 3M.
Air Liquide reported US sales were ‘very
dynamic’ as it reported a 2013 jump of
30% in US specialty gas sales, driven both
by it’s own successful AlohaTM product
range and by the Voltaix acquisition.
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League Park says it was involved in
the acquisition of Superior Specialty Gas
Services by Airgas in February 2014, and
has “a couple of companies out in the
market right now and they are receiving
favourable feedback”.
“At the moment we are continuing to
see activity from Praxair, MATHESON,
Air Liquide, and Airgas, but I would
not count Linde or Air Products out,”
Twardokus suggested. “Due to the
need for continued growth and human
capital, we think that nearly all of the
independents are acquisition targets for
the majors.”
What’s it worth?
If owners and shareholders of smaller
companies decide to sell then of course a
number of factors (a company’s product
offering, production capabilities, supplier
relations, customer composition, and
geographic coverage) all determine the
price they can expect to receive. It appears
that buyers on the acquisition trail are
willing to pay more this year than they
might have done in 2013.
“Based on the current supply/demand
imbalance, we are seeing valuations
increase,” said Twardokus. “Broadly
speaking most transactions have moved
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“...there is a shortage of
sellers in the market today
so the companies that are
looking to sell will get a lot
of attention”
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Specialty Gases Growth Trends
Source: League Park

North America: 5-6%

Western Europe: 4-5%

Asia/Pacific: 9-11%

Other: 7-9%

into the 6-8 x EBITDA (earnings before
tax, depreciation and amortisation) range
and we have seen some in the 10-12 x
EBITDA range. In further elaborating on
the supply/demand imbalance, there is a
shortage of sellers in the market today so
the companies that are looking to sell will
get a lot of attention.”
A healthy environment
Specialty gas suppliers continue to focus
on capturing the expanding energy and
emissions market, according to League
Park. September 2014 remains a key
date for Europe, where the Euro VI
emissions legislation for vehicles will
come into force.
Legislation relating to shipping
emissions, and environmental
monitoring controls in a number of
Asian countries to follow in 2014/15
mean that these are busy times for
suppliers of specialty gases used
in environmental monitoring and
control applications. When it comes to

measuring exhaust emissions, vehicle
manufacturers turn to calibration gases
to check the measurement processes and
to calibrate measurement instruments.
The gases must have a precisely defined
composition for this purpose. The
EURO VI standard requires vehicle
manufacturers to make a significant
reduction in the emission of nitric oxides
and fine particles. gw
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