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A slow rumble in Europe’s base oils business is growing 
louder, heralding changes that could filter all the way down 
to the jerry cans of engine oil we pick up to refill our cars.

Changes are afoot for the type of base oils – a key raw 
material for vehicle oils, tractor-part lubricants and other 
industrial machinery – that will dominate in the future.

These are partly driven by the development of higher 
quality base oils, and crucially go hand in hand with 
changes in industry specifications led by the European 
Automobile Manufacturers’ Association, under its new 
oil sequences, ACEA 2016. These new requirements 
commence from December 2018.

The rumble is set to become a roar with the opening of a 
new Group II plant in Rotterdam later in 2018/early 2019 by 
ExxonMobil. 

NEW SPECS, NEW LUBES
Groups of base oils are categorised by a system laid out 
by the API (American Petroleum Institute). Group I has 
dominated the market, but others, such as Group II and III, 
are growing in use.

The ACEA 2016 dictates the quality specifications for 
lubricants used in motor engines, which are a major end-
use for base oils. Industry players say this new specification 
heavily endorses Group II base oils, and a number of 
European blenders are expected to, or have already, 
anticipated the change and shifted towards Group II.

Until now, a dominant force in Europe’s Group II base oils 
sector has been US supplier Chevron.

Other US suppliers also get a look in on the market, and 
PetroCanada has supplied Europe with Group II. Asian 
arbitrage is occasionally open but needs to open for a 
decent length of time to make a move worthwhile.

EUROPE BASE OILS MARKET PREPARES FOR 2019 CHANGES
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Ahead of the specification (spec) change, there has been 
interest from Aramco, which has brought a number of 
brands together to create a global slate, including new 
Group II output from Luberef, and existing Group II supply 
from Korea’s S Oil, which is a well-established Group III 
player.

It is unclear how entrenched this supplier could be in the 
future for Europe. Small volumes are also available from 
Lotos in Poland.

The game changer is set to be the new ExxonMobil Group 
II plant in Rotterdam, due to supply commercially in early 
2019.

Industry players expect it to produce around 900,000 
tonnes/year of Group II base oils, although this is not an 
official figure.

The company announced that it is expanding its global slate 
of base stocks with the introduction of a heavy neutral Group 
II base stock, EHC 120, the production of which will take 
place at ExxonMobil’s Rotterdam refinery in the Netherlands 
following completion of its hydrocracker expansion.

This new capacity in Europe has the potential to usher in 
changes to trade flows (which hitherto have seen strong 
moves from the US into the EU). At least, ExxonMobil will 
certainly hope so.

■  ExxonMobil’s Ted Walko dubbed Group II as the 
“workhorse” of the base oils world in 2017, while Chevron 
says it meets more than 90% of engine oil formulating 
needs.

■  Higher performance specifications have been added to the 
rulebook of the European car association, more suited to 
Group II and III. 

■  One example in the latest ACEA 2016 rules related to the 
amount of additives, SAPS (which stands for sulphated ash, 
phosphorus and sulphur).

■  Under new specifications, the ‘allowable limit’ for sulphur 
in lubricants is taken up by additives (as referred to by a 
Chevron representative at a 2018 industry event). This 

means Group I base oils - which contain greater than 0.03% 
sulphur – will not be used. Group II and III base oils contain 
less than 0.03% sulphur.

■  Group II or III base oils are needed for engine oil in heavy 
duty vehicles (HDEO) and passenger cars (PCMO) to 
conform to new rules for low-mid SAPS levels.

■  Major supplier Chevron believes Group II will displace 
Group I for non-technical requirements. It has also 
emphasised costs reasons for Group II’s attractiveness.

■  Other arguments for its use include reliability of supply in 
the face of Group I rationalisation, and streamlining of tank 
space.

WHY COULD ACEA 2016 MEAN MORE GROUP II USE? 

BASE OILS & BIODIESEL PRICE REPORTS 

WHAT ARE THE ICIS PRICE REPORTS?
ICIS price reports provide independent, objective and trusted 
intelligence for over 180 commodities including base oils and 
biodiesel, helping you make better informed business decisions).

USE ICIS INFORMATION TO:
n  Follow fluctuations and understand factors driving them
n  Input into your own internal analytical models
n  Clarify settlements and contracts
n  Inform negotiations

Request a sample report 

https://www.icis.com/contact/free-sample-price-report/?commodity=base-oils-lubes&cmpid=ILC|CHEM|CHPRI-2018-06-GLOBAL-dutyreg&sfid=7012x000001q8cy
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PRICING FLIP ON THE CARDS?
Group II base oils are made using a different process to 
Group I oils, which is said to be cheaper and often at larger 
plants.

Group I’s historic ubiquity means other grades of base 
oils are often priced against it. For example a number of 
Group II contracts are priced at a premium over Group I. In 
the parallel Group III and III+ market, sometimes they are 
priced based on the delta moves of Group I.

As Group I fades from use and becomes, as many expect, 
a speciality product for the thick, heavy brightstock – 
which is not made in modern Group II and III production 
processes – this may change.

Eventually, some market players view a swap in valuation 
between Group I and II – with Group I prices moving to be 
higher than its younger replacement – as inevitable.

Exactly how quickly that could happen, as one industry 
source remarked in March, is the “million dollar question”.

Our new and enhanced petrochemical analytics and
insight puts you in a stronger position so you can
optimise your trades, plans and strategies and secure
a competitive advantage for base oils plus over 80 
other commodities.

MONITOR COMPETITION 
FOR BASE OILS WITH ICIS 

ANALYTICS 

Find out more  
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EUROPE GROUP I II III BASE OILS PRICES EUROS 2016 
TO 2018 PRICE GRAPH

https://www.icis.com/services/analysis/petrochemicals-analytics/?cmpid=ilc|chem|chpri-2018-06-global-dutyreg&sfid=7012x000001q8cy/


Copyright 2018 Reed Business Information Ltd. ICIS is a member of RBI and is part of RELX Group plc. ICIS accepts no liability for commercial decisions based on this content.

SAMANTHA WRIGHT

EUROPE’S BIODIESEL PRODUCTION TO BE 
SLASHED FOLLOWING REDUCTION IN ADDS

European production of biodiesel will plunge by around 
25% during the second quarter and into Q3 because of a 
flood of imports triggered by the end of anti-dumping duties 
(ADDs). Eight biodiesel plants so far have announced 
temporary closures and capacity cuts for Q2 and beyond.

In Germany, Archer Daniels Midland (ADM) confirmed in 
March it is halting biodiesel production in Mainz for Q2 
2018.

The temporary closure will be reviewed at the end of the 
second quarter. The company blamed increased imports 
and worsening margins in recent months.

“Since September 2017, the European Union has seen an 
influx of imported biodiesel which has placed significant 
pressure on the local market, impacting profitability for 
European-based producers,” ADM said.

The World Trade Organisation (WTO) forced a reduction 
in ADDs on Argentine soybean methyl ester (SME) in 
September. That unleashed a surge of Argentine SME into 
Europe.

Duties were completely removed in March, alongside all 
duties on Indonesian palm methyl ester (PME). Imports 
spiked further.  

The increased levels of typically cheaper SME and PME in 
the European market has pushed Europe’s main biodiesel, 
rapeseed methyl ester (RME) out of competition.

Germany has been hit hardest. Bunge cut production at its 
120,000 tonne/year Mannheim plant by 50% until further 
notice. 

Natural Energy West (NEW) announced in April that 
production at Marl has also been halved indefinitely.

The Marl plant has a capacity of 240,000 tonnes/year 
of biodiesel and 50,000 tonnes/year of pharma grade 
glycerine. The producer will now focus solely on supplying 
existing contracts for both biodiesel and by-product 
glycerine.

The Association of German Biofuels Industry (VBD) is 
pushing for protective measures and registration of imports 
in order to protect the European industry.

The European Commission has launched an anti-subsidy 
investigation into Argentina’s trade practices on biofuels 
exports, but no result is expected until autumn of this 
year and the European industry needs protection in the 
meantime, according to Elmar Baumann, managing director 
of VDB.

“How many biodiesel producers go bankrupt without 
effective external protection remains to be seen. It’s not 
just about a few sites of biodiesel production, it is about a 
widely branched industry,” he said, in a German-language 
statement.

“If the German biodiesel industry goes to its knees, that 
also means massive losses for oil mills and farmers 
throughout Germany,” he added. “About three million 
tonnes of [Argentine SME and Indonesian PME] will come 
to Europe [in 2018],” he said. “With 12 million tonnes 
[production] in 2017, one-quarter of the market will be lost 
to unfair trade.”

Around 0.5m tonnes of SME was thought to have been 
stored in Europe in preparation for the summer months, 
with this product now in play in the market. RME typically 
sees higher demand in the winter months due to its cold 
filter plugging point (CFPP) of -14°C, but in summer it is 
generally the more expensive option, traditionally passed 
over for SME and PME blends.

Market players are estimating between 3-5m tonnes of 
biodiesel imports entering the continent in 2018-19. 
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EUROPE BIODIESEL IMPORTS FROM ARGENTINA AND 
INDONESIA

January 2018 Import 
(100kg): 52,934 Indonesian 

players increased 
shipments expecting duties 

to be reduced

September 2017 
Imports (100kg): 

299,749 Antidumping 
duties on Argentinian 

biodiesel were reduced



Copyright 2018 Reed Business Information Ltd. ICIS is a member of RBI and is part of RELX Group plc. ICIS accepts no liability for commercial decisions based on this content.

Europe has a total nameplate capacity of 20,320m litres/
year (just under 18m tonnes/year) of biodiesel forecasted 
for 2018, according to US data, although only 12,131m 
litres/year (approximately 11m tonnes/year) of that capacity 
is expected to be used this year. 

RME margins continue to be squeezed. This has sparked 
further production cuts across Europe, with Saipol reducing 
biodiesel production to between 50-55% of total capacity at 
its five plants in France, according to a company source.

The five plants, located in Bassens, Grand-Couronne, Le 
Meriot, Montoir-de-Bretagne and Sete, are running for three 
out of four weeks of every month from April. The plants had 
a joint capacity of 1.3m tonnes/year in 2017, with 700,000 
tonnes/year capacity expected in 2018.

The source said: “It’s very tough for biodiesel right now. 
With negative biodiesel margins, [it’s not worth it] to make it 
run, but cheaper to buy imported product instead.”

There was talk of 90,000 tonnes of SME having arrived in 
Europe in April, with further arrivals anticipated throughout 
summer.

With imports not slowing down, biodiesel players are 
bracing for further production cuts and closures in Q2 and 
into Q3, when RME demand should begin to recover again.

There are hopes that by the end of the third quarter fuel 
blenders’ interests will shift back to RME, but this will 
depend on weather conditions in Europe. 

Milder weather means that fatty acid methyl ester -5 (FAME 
-5) blends are sufficient for adding to diesel. SME has a 
CFPP of around -5°C, which would still allow SME to be 
used in Europe without RME being added to the mix. 
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CAPACITY EXPECTATIONS AT PLANTS WITH REDUCED 
PRODUCTION IN 2018

Capacity (tonnes) Expected capacity 2018

Europe total 
capacity*

18m ** 11m **

SAIPOL 
(combined total)

1.3m (in 2017) 700,000 

Natural Energy 
West

240,000 120,000 (estimated)

Bunge 120,000 60,000 (estimated)

*Source: USDA  **Forecasted
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