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Policy & Legislation
Policy interpretation related to TiO2 industry

-- By Liu Changhe
Editor note: in order to restrict blind expansion and gain 
more supports from the government, China National 
Coatings Industry Association (CNCIA)’s titanium dioxide 
branch held an annual meeting in Chengdu City on December 
3rd-5th, 2009. In the meeting, CNCIA drew up Declaration 
of Green TiO2 industry (See issue 0909, page 17), and also 
discussed the drafts of Standards for Tax Rebate of TiO2 
Export (Standards) and Entry Criteria for TiO2 Production 
(Entry Criteria). Mr. Liu Changhe, leader of CNCIA TiO2 
expert group, will interpret the Standards and Entry Criteria 
for you. 

With the purpose of promoting TiO2 industry 

development, the Chinese government used to 

implement such preferential policies as an export tax 

rebate. However, in the past two years, the Chinese TiO2 

industry has expanded rapidly without adequate concerns 

for environmental protection, which thus impelled the 

government to cancel the tax rebate in 2007. This has 

caused a great impact on TiO2 industry development. 

To gain more support from the government, the CNCIA 

titanium dioxide branch drafted the Standards and Entry 

Criteria, both of which are intended to promote sustainable 

industry development over the long term. 

As the Standards suggest, the government should reinstitute 

the tax rebate for TiO2 exports. However, only TiO2 

manufacturers that pass ISO9001, ISO14000 and obtain clean 

production certifications from local governments  will be able 

to enjoy the tax rebate. This draft also emphasizes that no 

matter how large the production scale is, TiO2 manufacturers 

should have their own treatment facilities for three kinds of 

wastes. Otherwise, they won’t be able to gain the export tax 

rebate. 

To arouse deeper concern from TiO2 manufacturers on 

environmental protection, TiO2 industry also released the 

Declaration of Green TiO2 industry to help change the public’s 

bad impression of the TiO2 industry. 

For the Entry Criteria, it aims at restricting excessive TiO2 

capacity expansion by raising the entry threshold for new 

entrants, requiring that the minimum unit capacity should 

be at least 50,000t/a for sulfate process and 60,000t/a for 

chloride process. In addition, the Entry Criteria suggests that 

the government should promote TiO2 industrial integration to 

eliminate inefficient capacity as the coal-mining industry does. 

Since the drafts of the Standards and Entry Criteria are in line 

with the national development trend of energy saving and 

environmental protection, and will drive the TiO2 industry 

toward sustainable development, as well as represent TiO2 

manufacturers’ benefits, they are very likely to be adopted by 

the government in the near future.

Guided by the Standards and Entry Criteria, as well as the 

Declaration of Green TiO2 industry, China’s TiO2 industry is 

expected to gain more support from the government and will 

develop more healthily in the coming years.

Liu Changhe
Chief and senior expert in domestic titanium dioxide 

production by chloride process, senior adviser and 
former vice president of Jinzhou Ferroalloy Co., Ltd. 
(China’s unique TiO2 manufacturer adopting chloride 
process) is appointed as the leader of the expert 
group of the TiO2 branch of China National Coatings 
Industry 

Raised transport cost curbs 
TiO2 price downturn

According to National Development and Reform 

Commission, rail transport cost is raised from USD 

0.014/t.Km to USD 0.015/t.Km  effective December 13th, 

2009. 

The adjustment of rail transport cost will go against inland 

TiO2 manufacturers’ product distribution, especially  in 

Panzhihua City. Generally, railway is a major means of 

transport for delivering TiO2  produced in Panzhihua City, a 

region whose TiO2 capacity share is over 20% of the national 

total. The  increased cost will also  impact Panzhihua’s 

titanium ore transportation costs

The increased transportation costs help to slow down TiO2 

price downturn that has begun since TiO2 demand started to 

enter  the slack season in November.
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China continues tariff-free titanium slag import

On December 8th, 2009, the Sate Council approved the scheme for eliminating the tariff on imported titanium slag (HS 

Code: 38249099) in 2010. 

According to the scheme, China will continue with a zero tariff on imported titanium slag, which has been implemented since 

2007. In addition, the government will subsidize imports of resource-based products and introduction of key technologies by 

paying borrowing costs for loans.  The exact details of the policy have not been revealed yet. The resource-based products cover 

titanium ore, copper ore, lead ore, etc. To protect domestic titanium resources, it will levy tariffs of 10% on exported titanium 

ore (HS Code: 26140000).

Enjoying the preferential policy, China’s imports of titanium ore resource  have experienced rapid increases. By October 2009, 

China has imported 1,154,665 tonnes titanium concentrate ore (HS Code: 26140000) and over 150,000 tonnes titanium slag (HS 

Code: 38249099). 

Special Report
Review of Chinese TiO2 industry 2009
----- policy, raw material, production

Chinese TiO2 industry has 

experienced ups and downs in 

the past two years. After the decline 

caused by the global financial crisis 

at the end of 2008, the industry 

has seen an obvious rebound since 

Q2 2009. Both production and 

consumption of TiO2 are booming in 

H2 2009, thanks to the government’s 

supportive policies. The current 

thriving TiO2 industry has driven 

up demand for titanium ore that is 

gradually depleting existing reserves 

and feedstock production capabilities.  

The anticipated increasing tightness 

of feedstock supplies, has attracted 

widespread attention, and increasing 

investment in new ore resources from 

investors and mining firms. 

Policy 

To cope with the 2008-2009 financial 

crisis, the Chinese 

government promulgated a series of 

supportive policies, including stimulus 

plans for ten industries and USD586 

billion for an economic stimulation 

package.. Driven by these supportive 

policies, China has become the world’s 

largest automobile manufacturer and 

the largest automobile market by 

October 2009, which will stimulate 

TiO2 consumption in coatings, plastics 

and other end-use sectors. 

There are also preferential policies 

closely related to TiO2 industry. For 

instance, Chinese government has 

abolished import tariffs on titanium 

concentrate ore (HS Code: 26140000) 

and titanium slag (HS Code: 38249099), 

and also lowered the tariffs on sulfuric 

acid (HS Code: 28070000) in 2009. 

Meanwhile, to protect domestic TiO2 

producers, it subsidizes titanium  ore 

and feedstock imports payment of 

interest expense on loans for working 

capital or approved projects since 

September 2009. 

Environmentally related policy 

is another driver for domestic 

TiO2 development. In 2009, the 

government heightened environmental 

requirements for TiO2 production. 

Some manufacturers, such as Panzhihua 

Dingxing, Panzhihua Taihai, etc, 

suspended their production due to their 

inadequate environmental protection 

measures. In order to improve 

environmental protection awareness 

and sense of social responsibility, China 

National Coatings Industry Association 

(CNCIA) Titanium Dioxide Branch 

released a Declaration of Green TiO2 

Industry Guidelines in August 2009. 

Next year, the government is expected 

to raise entry threshold for new entrants 

in TiO2 industry and to resume tax 

rebates that were discontinued in 2007, 

for TiO2 manufacturers who implement 

adequate environmental protection 

measures. 

Raw material 

Compared with 2008, Chinese TiO2 

industry enjoyed a relatively stable raw 

material market in 2009. 

For sulfuric acid, owing to the rapid 

capacity expansion and slow demand 

growth, Chinese sulfuric acid capacity 

has experienced redundant construction 
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and oversupply, which it is expected to 

maintain for many years to come. But 

with shrinking capacity share of sulfur-

burning process, sulfuric acid price will 

play a less important role in influencing 

sulfur price, which is mainly influenced 

by crude oil price. Besides, many TiO2 

manufacturers have built their own 

sulfuric acid production lines to match 

with their TiO2 production. Benefiting 

from stable sulfuric acid prices, TiO2 

manufacturers improved profitability in 

2009. 

For titanium ore, its demand keeps 

increasing with slight price fluctuation 

in 2009. However, with gradually 

exhausting resources and soaring 

demand, titanium ores and feedstocks 

have drawn wide attention from many 

TiO2 manufacturers and mining 

companies that have plans to invest 

more in the ore sector. Some enterprises 

including JNMC and Pangang Group 

even have attempted to acquire titanium 

ore exploitation rights abroad. But 

JNMC’s failure indicates that domestic 

enterprises may still have long way to go 

in acquiring mining rights abroad. 

Despite the rapid development of 

domestic titanium ore resources, China 

still relies heavily on imported titanium 

ore. By October 2009, it has imported 

a total of 1,154,665 tonnes titanium ore 

concentrate, up 8.2% over previous year. 

In the foreseeable future, oversupply of 

sulfuric acid and heavy dependence on 

imported titanium ore are expected to 

remain unchanged. 

Production 

With rebounding demand and 

improved environmental protection, 

TiO2 operating rates have seen rapid 

increases this year, reaching nearly 90% 

in Q4 2009, as the soaring titanium ore 

imports indicates.

Rutile TiO2 capacity expansion is on-

going in 2009. Besides rutile TiO2 

manufacturers expanding capacity, 

many anatase TiO2 manufacturers are 

shifting to rutile TiO2 production or 

its post treatment. Capacity expansion 

and production shifts can actually help 

the manufacturers to improve their 

profitability in the short term but also 

has greatly intensified the competition 

amongst Chinese producers.

Some manufacturers, such as Panyu 

Titanium, are working hard on 

competitiveness enhancement through 

product quality improvement, instead 

of capacity expansion. This has helped 

them capture more high-end markets. 

In 2009, China has set a target that TiO2 

capacity utilizing the chloride process 

will account for 15% of the national total 

by 2015, which seems too optimistic. 

Nevertheless, Jinzhou Titanium, 

China’s first manufacturer adopting 

the chloride process, has doubled its 

capacity to 30,000t/a in 2009, and its 

second chloride process  line is under 

construction and proceeding smoothly. 

In the coming years, capacity expansion 

will continue in China and TiO2 

production will be more environmentally 

friendly. 

Profitability to shrink in Q1 2010

With TiO2 demand entering a slack season, TiO2 price 

has dropped gradually since November 2009, which 

will impair TiO2 manufacturers’ profitability in the short 

term, despite the huge profit manufacturers have gained in 

past few months. 

Driven by soaring domestic demand and price hikes initiated 

by multinationals, domestic TiO2 price (FIGURE 4) went up 

gradually from Jun. ~ Oct. 2009, during which domestic ex-

factory prices increased by 8.9% for rutile TiO2 and 5.7% 

for anatase TiO2. Though there may be lots of room for 

negotiation, prices in actual deals have indeed risen. For 

instance, the export price (FIGURE 4) increased by 4.9% and 

2.3% respectively for rutile and anatase TiO2. 

TiO2 manufacturers have gained huge profits in the domestic 

market in the past few months. Take Anhui Annada for 

example, benefiting from booming demand and soaring prices, 

it gained USD16.84 million sales value from its TiO2 business 

in Q3 2009, up 91.5% over Q2 2009 and experienced increase 

of its unit profitability by USD 0.007. 

Besides huge domestic profit margins, export value of TiO2 

manufacturers’ also rose.

Export price increased by 4.9% and 2.3% for rutile and anatase 

TiO2 respectively during Jul. ~ Oct. 2009. However, TiO2 

sales volume does not seem to be  affected by the price surge. 

On the contrary, some manufacturers’ TiO2 export volume 

has increased through entry into new markets. Take Henan 

Billions for example, its average export price increased from 

USD1,621/t in June to USD1,758/t in October, but its monthly 

export volume also rose from 1,674 tonnes to 2,067 tonnes 

over the same time period. This achievement is attributed to 

Henan Billions’ strengthened efforts in its new markets in 

Kazakhstan, Columbia, etc, in H2 2009. 

Increases in export price and volume jointly contributed to 
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a soaring export value. For instance, 

Henan Billions’ monthly export value 

increased from USD2.71 million in 

June to USD3.64 million in October, up 

34.3%. 

Besides, though prices of sulfuric acid 

and titanium ore also increased by 

25.0% and 4.0% respectively during 

June and October (FIGURE 5), it only 

pushed up production cost of TiO2 by 

about USD 40/t. 

Accordingly, even taking the increased 

production cost into consideration, the 

profitability of TiO2 business increased 

by about USD50/t during June-

October. 

Nevertheless, with TiO2 demand 

entering a slack season because of 

the coming Spring Festival, TiO2 

prices have dropped slightly since 

November 2009 and are likely to 

keep declining throughout Q1 2010. 

In addition, possible increases in 

electricity price and transportation 

cost, as well as the gradual rise of 

raw material prices will push up 

production costs of TiO2 in the near 

future. 

Hence, price downturn and rising 

production cost will jointly shrink the 

profitability of TiO2 manufacturers 

in Q1 2010. 

FIGURE 4: TiO2 price, Jun. ~ Dec. 2009
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Note: ex-factory price is usually higher than price in actual deals as there may be certain room 
for negotiation. 
Source: CCM International

FIGURE 5: Prices of titanium ore and sulfuric acid, Jun. ~ Dec. 2009
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Source: CCM International
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