
CONTRACT PRICES 

Price Range One Year Ago US CTS/lb

FD NWE FEB EUR/tonne +45 815.00-815.00 +45 560.00-560.00 39.27-39.27

NOTE: Please click here for full details on the criteria ICIS pricing uses in making these price assessments.

*A fully confirmed “2+2” minimum producer consumer
configuration is required before any number can be
established as the European propylene reference contract
price. This is a gross price, subject to discounts and/or
volume rebates depending on individual P&C contract
terms and conditions*

Overview

- Fundamentals unchanged week on week

- Supply-demand balanced

- Strong demand levels persist

- Crackers running well amid shift in feedstock slate

European propylene market fundamentals are largely
unchanged week on week.

Supply and demand are described as balanced. Crackers are
generally running well and at high rates and propylene output
will also have benefited from more naphtha cracking as
reflected in the recent improvement in naphtha-based cracker
margins when compared with those for lighter feedslates.
Demand is strong; sources say all derivatives are running at as
high rates as possible, partly as part of turnaround
preparations but mostly as Europe's low cost position relative to
the rest of the world, together with the weak euro, has made
European propylene derivatives very competitive.

Sources do anticipate a tightening of the balance as the start of
the cracker maintenance season approaches and some
producers are concerned that there will be some gaps in March-
April. However, this seems to be largely down to the fact that
derivative players are now indicating better than expected
levels of offtake for those periods because of their
competitiveness versus the rest of the world.

Upstream

Oil prices fell over the week as a further rise in active US oil rigs
raised concerns of higher US shale oil production. A large build
in US crude stocks, the second largest on record, added further
downward pressure on prices. However, this was offset by an
unexpected decline in US gasoline stocks. Stronger-than-
expected adherence to OPEC-led production cuts also limited
losses.*Afternoon trading

Crude oil 10 Feb * 3 Feb 27 Jan 20 Jan
ICE Brent 56.45 56.81 55.52 55.49
WTI 54.14 54.47 53.17 53.22

The European naphtha arbitrage window is open from the
Mediterranean to Asia and domestic petrochemical demand is
healthy. However, gasoline blending

Downstream

Polypropylene (PP) supply is balanced to tight, and imports are
also down in volume as the weak euro means netbacks are
better for exporters into other regions.  Monthly prices are up
by a minimum of €45/tonne, and sellers are pushing for margin
improvement, which some buyers admit will be hard to avoid.

Derivative turnarounds expected in 2017 but not confirmed, so
far include propylene oxide/glycol (PO/MPG) in mid-March for
six weeks at Botlek, Netherlands, phenol at Huelva, Spain in
May and Gladbeck, Germany in the second half of 2017.

Production news

Cracker margins

European contract cracker margins based on naphtha feedstock
have risen by 34% week on week, to their highest level since
early November on the back of the increase in the February
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ethylene contract price and supported by the significant gains
in co-products notably of butadiene (BD).

In the week to 3 February, euro-denominated naphtha costs
rose by 1% but this was more than outweighed by the 4% rise in
the ethylene February contract price on 31 January.

Co-product credits rose by 12% - largely on the back of the
increases in the propylene and BD contract prices for February -
the BD contract price rose by 49%.

The January contract cracker margin average was 13% up on the
average margin for December.

Spot naphtha-based cracker margins were also higher week on
week, rising by 15% because of a 7% increase in spot prices and
a 3% gain in co-product credits.

Spot margins remain higher than contract margins.

LPG-based contract margins were also higher – up by 19% week
on week supported by the increase in the ethylene February
contract price as well as a 9% rise in co-product credits. Euro-
denominated LPG costs had risen only by 1% in the week to 3
February.

Contract naphtha margins are currently 22% higher than LPG-
based contract cracker margins.

The table below shows 2017 planned cracker turnarounds heard so
far. None are confirmed, given that most companies have a policy
of not commenting on production.

Company Location Timing

Total NC3, Antwerp,
Belgium March-May

Dow Terneuzen 2, NL 1 Mar-15 April
SABIC Beek 3, NL March-May

ExxonMobil Gravenchon,
France March-April

OMV Schwechat, Austria mid-April- 10 June

INEOS Cologne 5,
Germany Sep-Oct

Borealis Porvoo, Finland Aug-Oct

Total Gonfreville, France Sep-Oct -
postponed to 2018

Versalis Porto Marghera Sep-Oct

Crackers continue to run well and some sources estimate
European operating rates at about 92% of nameplate capacity
in general.

Aside from some rumoured problems at two sites in France,
there were no production issues heard this week.

Non-cracker propylene production

Planned maintenance will get under way at Gunvor’s Ingolstadt,
Germany refinery mid-month and is expected to last around six
weeks. Maintenance at the site will include the refinery’s
propylene producing fluid catalytic cracker (FCC) which
produces 60,000 tonnes/year. Supply is expected to resume in
mid-March.

Borealis’ propane dehydrogenation (PDH) unit and splitter at
Kallo, near Antwerp in Belgium is now offline for planned
maintenance. The 480,000 tonnes/year propylene producing
PDH will be offline until early April, but the splitter should be
back on stream around 20 February.

Other maintenance shutdowns are due in the first half of 2017
at the Heide refinery in Germany, Sannazzaro, Italy refinery (the
impact of a fire on 5 February could not be determined), Bilbao
and La Coruna refineries in Spain.

IPEX

The ICIS Petrochemical Index (IPEX) rose by 9.4% in January on
sharply higher petrochemical and polymer prices, which
climbed on the back of tighter supply.

Published at the beginning of each month, the index provides
an indicator of the average change in global petrochemical
prices. For more on the IPEX in January, please go to
http://bit.ly/2l0mGSS .
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SPOT PRICES 

Price Range Four Weeks Ago US CTS/lb

Propylene Chemical Grade

FD NWE  EUR/tonne n/c 750.00-758.00 n/c 678.00-685.00 36.14-36.52

CIF NWE  EUR/tonne n/c 693.00-734.00 n/c 632.00-655.00 33.39-35.37

Propylene Polymer Grade

FD NWE  EUR/tonne n/c 782.00-791.00 n/c 716.00-732.00 37.68-38.11

CIF NWE  EUR/tonne n/c 782.00-791.00 n/c 701.00-732.00 37.68-38.11

The spot market remains lacklustre. There are volumes
available if you need to secure some tonnes, some sources said,
but pricing is likely to be firm given the upcoming constraints on
supply, and alternative sources - US and Asia - having much
higher prices. Otherwise, inventories are intentionally high
ahead of the turnarounds and there is some reluctance to sell
just in case of issues further on.

Only one small spot deal was recorded this week:

Volume (tonnes) Price Timing

500 PGP Feb CP minus 4%
delivered Feb

Polymer grade prices inland and at the coast continued to be
indicated at CP minus a small discount 3-4% - unchanged from
last week. Some players assessed the market closer to minus
2% or at CP flat but this was not the consensus.

Chemical grade propylene (CGP) prices were also said
unchanged from last week. CIF basis numbers reflect discounts
of about 10-15%, while inland FD basis numbers reflect
discounts of 7-8%.

From a deep-sea perspective there were few new fixtures heard
this week. 2,500 tonnes PGP will load on the Excalibur mid-Feb
ex-Sarroch bound for Egypt - an earlier journey took place end-
January. The Syn Tabit also delivered PGP ex-Aliaga to Egypt.
Meanwhile, the first of a series of structural imports ex-Aratu
has loaded on the Norgas Invention, bound for ARA.

The following deals were recorded in the week ending 3
February:

Volume (tonnes) Price Timing

2,600-2,800 Feb CP minus 12%
CIF NWE* Feb

1,000 CGP Feb CP minus 7%
FD NWE pipe Feb

*Russian origin "wet" PGP ex-Riga
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Spot deal recap January volume:

Deal period delivery
Dec-Jan Jan
Volume* CGP 2,850
Volume* PGP 19,300
Discounts CGP 11-33%
Discounts PGP 4-13.5%
*tonnes
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