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covestro was ‘born’ in october 
2015. but not as a newborn. 
till the first week of septem-

ber this year, it was part of a larger 
company – bayer ag. two years ago 
the german conglomerate decided 
to spin off one of its business areas 
and give it an independent life and 
identity of its own.

on 6 october, covestro (head-
quartered in leverkusen, germany) 
made its debut on the frankfurt stock 
exchange. covestro’s businesses were 
earlier bayer’s material science divi-
sion, but now have an independent 
identity. the proceeds from the pub-
lic issue are expected to be in the 
region of €1.5 billion which coves-
tro plans to use to repay its debt to 
the bayer group and thus achieve the 
targeted investment-grade rating. 

at present the ipo has 
resulted in almost 25 per 
cent of covestro’s shares 
being held by institutional 
investors. soon, similar dis-
investments to institutional 
investors in the uK and the 
us will also follow, which 
could see almost 34 per 
cent of covestro’s shares 
being held by ‘outsiders’ 
(thus leaving bayer with a 
66-70 per cent holding in 

the newly formed entity). the list-
ing was preceded by a book-build-
ing process lasting two weeks – in an 
increasingly deteriorating and vola-
tile capital market environment.

“we are proud to now be a listed 
company,” said patrick thomas, ceo, 
covestro. “it puts us in an even bet-
ter position than before, enabling 
us to build on our strengths in the 
global competitive arena. we intend 
to share our business success with 
our investors and will therefore pay 
them a dividend from the start.”

thomas and frank h. lutz, cfo 
were on the trading floor at the stock 
exchange to celebrate the initial 
share price in the traditional way – 
by ringing the bell. to reflect coves-
tro’s colourful new image, the trading 
floor was decorated with thousands 

of coloured beakers and a sculpture 
of a bull to symbolise increasing 
share prices – all specially made from 
high-performance polycarbonate, 
one of covestro’s main products. 

the company also develops and 
manufactures components for high-
quality polyurethane foams, for coat-
ings, adhesives and sealants, and for 
specialty products. these are used in 
many key industries such as the auto-
motive, construction and electronics 
industries. they are thus found in 
almost all areas of modern life.

with the latest six month sales 
(ending June 2015) at around 
€6.2 billion (9.5 per cent 
higher than the correspond-
ing period in the previous 
year) covestro is among the 

world’s largest polymer com-
panies. during fiscal 2014, its 

net sales stood at €11.8 billion. the 
covestro group has 30 production 
sites around the globe and employed 
approximately 14,200 people at the 
end of 2014. today, covestro strad-
dles the entire industry almost as a 
giant. and it hopes that it will con-
tinue to grow even more. 

in sharp contrast covestro in 
india is much smaller. its sales are 
estimated to be around $253 million 
– but is expected to grow by at least 
24 per cent year-on-year. 

much of the revenues – both in 
india and overseas – are expected 
to come from its insulation related 
products – notably polyurethanes – 
which can save energy of up to 40 
per cent for houses, refrigeration and 
even offices. 

across the world, covestro’s 
business activities are focussed 
on the manufacture of high-tech 
polymer materials and the devel-

opment of innovative solu-
tions for products used in 
many areas of daily life.  
the main segments served 
are the automotive, elec-
trical and electronics, con-
struction and sports and 
leisure industries. 

the decision to hive 
off covestro was partly to 
unlock value by giving an 
independent existence to 
a division where bayer was 

New identity

Source: Covestro - its India-office is an ECB located in Greater Noida, near New Delhi

A financial profile (in million EUR)

 2012 2013 2014

Net Income/(loss) before (179) (20) 167
profit/(loss) transfer 

Adjusted EBITDA 1,244 1,056 1,161

Adjusted EBITDA 580 386 561

Net cash flow 814 998 925

Free operating cash flow (unaudited) 181 415 313

Covestro carries clout

Thomas:  
even better 

position

Covestro plans to carry on the legacy laid down  
by Bayer, in a more focussed and sustainable way
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the acknowledged global leader. it 
was also because bayer wanted to 
focus more on “life sciences” – the 
name it gave to its pharmaceutical 
and agrochemicals businesses. more-
over, since regulatory clearances for 
agrochemical products usually took 
a lot longer than ‘polymer-based 
products’, there was good reason 
to leave this business to an entity 
which would be able to follow a  
different product development  
cycle with shorter regulatory  
clearance windows.

there could be another reason as 
well. covestro expects this industry 
to grow phenomenally. that could 
require more capital investments 
– in excess of the €670 million it  
spent last year. chalking out an 
independent identity would allow 
it greater recourse to funds, with-
out being restrained by any other  
competing pressures within the 
bayer group.

in any case, there is no denying 
that this division has tremendous 
potential and had already notched up 
quite a few achievements for itself.

Safe production
covestro has three business streams 
– polyurethanes (pur), polycarbon-
ates (pcs), and coatings, adhesives 
and specialities (cas). the last has 
lots of untapped potential. each of 
these divisions has a global presence 
– with production facilities through-
out europe, asia and the us. they 
serve a diverse use of end-use prod-
ucts – from construction to automo-
tive to electronics, it, medical and 
consumer goods. 

covestro caters to the basic chem-
icals industry: its offerings include 
chlorine and its co-products. the 
company‘s strength is the 
safe production and its 
ongoing development of 
process technologies. it is 
among the world’s lead-
ing chlorine producers. 
chlorine production is 
energy-intensive. coves-
tro is driving the develop-
ment of efficient processes. 
co-products such as caus-
tic soda and hydrochloric 
acid are sold and used in a 

variety of industries (foodstuffs, metal,  
and paper).

the most important of covestro’s 
impacts is of course greenhouse gas 
emissions. a management source 
speaks of how “our production facil-
ities around the world use state-of-
the-art technologies, but nothing 
that cannot be improved further. 
when we started our energy effi-
ciency programme in 2008, we had 
no clue what target level for reduc-
tion to set. people told us 10 per cent 
is reasonable and can be achieved, 
but we didn’t want to be reason-
able. we thought briefly about a 20 
per cent target, but that did not seem 
ambitious enough – we announced a 
30 per cent reduction target”.

“today,” he adds, “i can tell you 
we are this close to reaching a 40 
per cent reduction compared to 
base year 2005 and we just recently 
announced that we will raise the 
bar – again. this is achieved by con-
stantly re-inventing our processes 
and our operations. we have intro-
duced a bench-marking system across 
all major sites that allows us to drive 
continuous improvement through-
out our organisation.”

“our focus will be to move towards 
‘zero’,” says richard northcote, chief 
sustainability officer, covestro. we 
would like zero plastic to go to land-
fills and zero plastic to the oceans.”

the key resources that covestro 
will be deploying to achieve this goal 
are its expertise in reducing the car-
bon footprint. of special interest is 
what the management refers to as 
the “c1” technology, which has been 
under development for the past 30 
years in bayer’s laboratories. this tech-
nology involves the use of a catalyst, 
which actually manages to separate 

the carbon from the air and reuse it 
in the making of new-gen plastics and 
polymers. while this has been done 
on a pilot scale till now, the company 
is confident of commercialising this 
invention soon. 

in india, covestro (as bayer mate-
rial sciences division) has been focus-
sing on insulation, which can reduce 
energy costs by almost 40 per cent. 
to demonstrate how good their prod-
ucts are, it built an office in noida 
which is already energy surplus. 

but working with the covestro 
brand will not be easy, at least in 
the initial months. for decades, this  

division has been riding 
piggyback on the bayer 
brand. it will now have to 
educate its older custom-
ers, and even newer ones 
who are looking for the 
bayer name, that covestro 
is merely carrying on the 
legacy laid down by bayer, 
but in a more focussed and  
sustainable way.
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Cost of 10,000 sq ft  ECB with local material  681.44
in 2015 with PV solar panels - est (`lakh)

Current Cost of similar conventional building  563.87
with PV solar panels - est (`lakh)

Extra Cap cost (`lakh) 117.57

Electricity saving per year (`lakh) 6.74

Pay back period (Yrs) 17.45

Greenhouse Gases Emission saved per year (Kgs) 66,000

The economics of eco-commercial buildings


