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Introduction
This week we spend the heart of our time updating you on the impacts of coronavirus on flexible packaging applications. 
Contrary to many sectors, heavy consumer spending on food and groceries have served this market well through the early 
stages of the coronavirus event. We note that supply chain interruptions remain a key concern for flexible packaging markets, 
however.

As it relates to our modelling initiatives, we’ve updated our setback scenario by extending peak-containment measures for 
western nations which has trimmed about 1.5% from total polymer demand for Q2 2020. We’re considering some important 
changes to our modelling approach in the coming weeks and touch on these in next week’s preview. We’d love your feedback 
on our Coronavirus and polymers insights so far.

Coronavirus: global themes
The tension is tangible. In many regions, the rate of new coronavirus cases has steadied. Social distancing measures continue 
to prove effective. The growth rate of global coronavirus cases continues to fall and many, seeing a light at the end of the 
quarantine tunnel, are looking towards a re-opening of their local economies. Yet measures remain in place as leaders plan their 
respective paths forward.

In the US, President Trump has sparred with several state and local governments over how and when to begin easing lockdown 
measures. The differences of opinion are similarly apparent in European nations. Germany has begun to allow some enterprises 
to reopen (including car dealerships), while France indicated strict lockdowns would remain in place for another three weeks. In 
Spain, even as some small shops have been allowed to open, travel outside the home remains restricted to essentials only.

While targeted dates to begin unwinding these lockdowns are highly divergent, one thread common to each country and region 
is the pace with which the measures are lifted. In all cases, leaders agree to a conservative and phased approach rather than an 
accelerated and disjointed re-opening.
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Updates to our modelling approach
The impact of this back-and-forth between governments has been reflected in the changes to our coronavirus demand 
modelling efforts this week. When originally developing our short-term views, we modelled our setback scenario assuming 
western nations would begin emerging from peak-constraint measures by the middle to end of April. Now, in the midst of this 
period, it’s apparent that these measures will remain in place for some time yet, even as politicians develop their strategies.

As a result, we’ve extended the peak of our pandemic response factors for North America and Europe by about 4 weeks. US 
states, though hit by virus cases after European nations, would appear slightly more aggressive in their efforts, but both are now 
modelled as coming off peak-containment towards the middle to end of May. We maintain that all regions will return to normal 
operations by Q1 2021.

North America and Europe pandemic response factors extended by several weeks

Source: Wood Mackenzie Chemicals

The impact to total plastic consumption from these changes is minimal, though it does decrease polymer demand in Q2 for 
modelled markets by about 1.5%. An additional 1.8% of annual demand is lost in Europe in 2020, while 1.3% of annual demand 
is trimmed from North America.
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Total polymer demand in modelled markets lower in Q2 from extended stringency measures

Source: Wood Mackenzie Chemicals

Flexible packaging: summary of key markets and the impact of 
coronavirus
The devastating impact of the coronavirus outbreak on the global supply chain has highlighted the supreme importance of 
packaging in delivering food and groceries, healthcare and other products safely and efficiently to the ultimate consumer: 
flexible plastics-based packaging is playing a central role in this. Given the fact these industries, along with the associated 
packaging supply chains, have been recognised globally with essential worker status, it has enabled the flexible packaging 
sector to weather the storm better than most.

After a disappointing 2019, we expect to see US demand for consumer flexible packaging increase by high single digits this 
year, compared to 3% in 2019. In Europe, demand growth fell back to under 1.5% in 2019, but could climb to above 5% this 
year. It is important to note that these projections assume a temporary spike in demand followed by an easing-off as we go 
through the remainder of the year.
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Flexible packaging consumption – Europe and the US annual growth rates

Source: Wood Mackenzie Chemicals

In a direct response to the health crisis, some European converters are adapting production lines to manufacture personal 
protection equipment (PPE) to meet the spike in demand over the past six weeks. Mondi, for example, are now manufacturing 
elastic straps to fit nonwoven face masks at its Gronau plant, Germany. In the UK, Skymark has developed protective aprons 
with antibacterial properties, using the company’s cast micro-embossed film technology.

Europe

In Europe, we have also seen demand for ambient foods (such as pastas, rice and flour) double or even triple over the outbreak 
period, although we are now seeing sales level off. Frozen foods have also reported a significant increase in demand but will 
likely plateau as we approach summer. Demand for comfort foods such as chocolate and confectionery, baked goods and 
biscuits, as well as alcohol and tobacco, has also risen as consumers turn to these products in times of stress.

As a result, we expect flexible packaging consumption in both Europe and the US to see a material uplift in the short term. This 
is expected to be followed by demand easing down to more normal levels as we move through the year, and as social isolation 
measures are slowly lifted.

While the food and grocery supply chain is generally holding up well, given the circumstances, a particular area of concern is the 
availability of fresh produce; both in domestic national supply and international trade. In the UK, for example, the problem is 
getting enough fruit and vegetable pickers where the season is just getting underway. With the lockdown and air travel at a 
virtual standstill there is real concern that much of this year's crop will go unpicked. Over recent days some aircraft have been 
specially chartered to bring workers in from Romania, but such arrangements can only go a small way in alleviating the 
situation. Also, farmers in the UK and elsewhere in Europe, as in the US, are having to dump millions of litres of milk originally 
destined for the food service sector.
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North America

Lockdown measures naturally caused a wave of panic buying and stockpiling across Europe and North America. In addition, the 
sudden lack of choice around how and where we consume food has also forced huge volumes of food consumption away from 
the food service sector (restaurants, cafés etc) and through retail, which naturally favours pre-packaged food in smaller, 
consumer-sized packaging formats.

Several meat processing facilities are reported to have temporarily suspended production in the US due to the incidence of 
coronavirus in the workforce: these are focused on supplying bulk products for institutional and foodservice sales, including 
many of the top restaurant chains in the US. Many of these food service suppliers are responding by refocusing on case ready 
meat for retail sale: demand has exploded with associated demand for packaging films reported to be “off the scale”.

In the US, coffee is in high demand with consumption in retail formats estimated to be at least 50% higher than is typical for this 
time of year. Related packaging growth is focused in high-quality, high-value printed laminates for the retail market. Converters 
manufacturing unprinted flexible packaging for the meat and cheese sector are also reporting higher than usual orders.

In the four weeks to mid-April demand for confectionery and snack food products is reported to have been incredibly strong but 
has since tailed off significantly. This is attributed to consumers overbuying in the initial phase of the shutdowns, and now 
focusing more of their spending on core food items. There has reportedly been a spike in purchases of flour and other home 
baking products.

As in Europe, the pandemic has seriously disrupted the fresh produce sector where a highly sensitive just-in-time supply chain 
is easily disrupted by major external shocks. The US and Canada are highly dependent on seasonal workers, especially from 
Mexico and there is concern that much of the summer crop will go unpicked both for food service and retail distribution.

Packaging converters such as bag-in-box manufacturers focusing on food service applications (including products such as 
fountain syrup for cola, ice cream mix, bulk condiments, bulk cleaning chemicals and cooking oil) are likely to have been 
seriously impacted by the crisis. On the other hand, suppliers of retail bags, personal care products and shipping bags for online 
retailers, continue to perform very strongly. 

China

As China starts to reopen after the effect of its lockdown, it appears the traditional ‘wet markets’ are also back open for 
business. These traditional open markets account for over half of China’s fresh food sales, which are almost always unpacked. 
However, the established multinational retailers, who use more packaging in distribution, offer an alternative source for fresh 
food and other goods; with many continuing to invest in China. For example, Walmart is planning to open 500 new stores across 
China over the next five to seven years, targeting urban consumers who often opt for online options or large retail outlets over 
traditional markets. There may even be some conversion of rural, working class consumers, though most will likely continue to 
buy cheaper unpackaged products at community hubs such as wet markets.

In our view, consumer purchasing habits in China are unlikely to materially change in the short-term. However, given China’s 
low consumption per capita of flexible packaging compared to Japan, the US and Western Europe, even a subtle shifting of 
production to larger corporations which utilise more packaging could boost growth.
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Flexible packaging consumption in China, Europe, US, Japan - 2019

Source: Wood Mackenzie Chemicals

Conclusion

One area of concern is fragility in the supply chain. Sourcing of flexible packaging raw materials is currently broadly holding up, 
bar the availability of solvents, which is causing ink and adhesive producers some logistical issues. Transportation costs have 
risen sharply, acting as the main cost driver for an increase in European BOPET film prices in March.

Sustainability in flexible packaging was a major talking point coming into 2020. It has taken a back seat during this crisis but will 
obviously return to prominence once the current situation eases. However, it is worth noting that if crude oil prices remain low, 
the use of virgin plastic will be a very attractive proposition compared to more expensive post-consumer-recycled content. The 
post-coronavirus world will undoubtedly be very cost-conscious.

Previewing next week's edition
Next week we plan to take a deep-dive into the impacts of coronavirus on the automotive industry and the demand 
consequences for polymers exposed to the transportation sector.

As it relates to our modelling, we’ve identified several improvement opportunities we’ll look to implement in the coming weeks. 
Our analysis to date has focused primarily on first-order impacts from lock-down measures. However, there remain downside 
risks from prolonged decreased consumption dependent on the speed of economic recovery . We'll begin to incorporate some 
of these assumptions into our scenarios in the coming weeks. We expect to update our model with a new macro-economic view 
presented by our economics team and anticipate this exercise will expose a more bearish outlook as a result.

We appreciate your thoughts.
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