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ALCOHOLS
•	 methanol

CHLOR-ALKALI
•	 caustic soda

INTERMEDIATES
•	 methyl methacrylate (mmA)

MINERALS
•	 titanium dioxide (tio2)

OLEFINS
•	 ethylene
•	 Propylene

OLEOCHEMICALS/SURFACTANTS
•	 Glycerine

PLASTICS/POLYMERS
•	 Polyvinyl chloride
•	 Polyethylene terephthalate (Pet)
•	 Polyethylene

POLYURETHANE
•	 isocyanates
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By Lane KeLLey   JuLy 2018

Texas meThanol sTarT-up marks beginning of new era in us

The commercial start-up of the OCI Natgasoline plant 
marks the beginning of a new era in the US methanol 
industry.

Natgasoline is a greenfield 1.75m tonne/year methanol 
plant in Beaumont, Texas. OCI and its partner, 
Consolidated Energy Limited (CEL)/G2X, each own 50% 
stakes. 

Natgasoline’s capacity puts the US on course to satisfying 
its own demand without imports and becoming a net 
exporter of methanol.

“The US has been a net importer of methanol since before 
the 1990s. That will change in 2019, when the US becomes 
a net exporter of low-cost methanol,” said James Ray, 
senior consultant at ICIS. 

“This historical shift has come as a result of the abundant 
associated natural gas feedstock from horizontal drilling. 
With the recent business friendly US tax structure, this 
trend is expected to continue as petrochemical projects that 
were previously on the bubble are now a ‘go’.”

In the chart above, the short orange column pointing up in 
2019 signifies the US becoming a net exporter of methanol.

For years, the US depended largely on imports from 
Trinidad & Tobago for its methanol supply, until producers 
began restarting mothballed plants in 2011-2012.

US methanol capacity was just short of 2.5m tonnes/year in 
early 2015. By the end of that year, capacity had grown to 
6m tonnes/year.
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uS MethanoL Price rePort
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find out more about iCis price reports

OCI has called the commercial start-up of the plant in 
Beaumont the largest in the US, surpassing the previous 
largest US methanol plant, the 1.3m tonne/year Celanese-
Mitsui unit in Clear Lake, Texas. OCI has said its new unit 
would be “the only new capacity expected in the Americas 
to come on line in 2018”.

New tonnage might come up in 2019. Yuhuang Chemical’s 
new 1.8m tonne/year unit is scheduled to start up late in the 
year at St James Parish, Louisiana.

Yuhuang has said that most of the methanol from the 
new unit will be used in the US, and the rest for export to 
Europe and China. 

Growing US exports this year already show Asian countries 
to be top destinations. Exports to South Korea have 
doubled so far this year, according to the most recent trade 
data, and shipments to China through April were 18 times  
greater than in the same period last year.

Lane Kelley is a senior editor in the Houston 
ICIS bureau, covering methanol, shipping, some 
acetyls and butanediol. He has also covered the 

polymers, some acrylates and ketones since 
coming to ICIS is 2008. Prior to that, Lane traded 

S&P 500 futures at the Chicago Mercantile 
Exchange. Prior to trading, Lane worked on daily 
newspapers in Oklahoma and Florida, covered 
everything from business to city halls. He has a 
bachelor of arts in English literature from North 
Texas State University and also did graduate 

work at Rice University.

Lane KeLLey 
Senior editor

abouT The auThor

https://www.icis.com/chemicals/methanol/us/?cmpid=ILC|CHEM|CHCOM-2018-08-US-americasmid-yearoutlook2018&sfid=7012X000001WCXN
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By Bill Bowen   July 2018

Late in the third quarter of 2017, Hurricane Harvey 
knocked out of operation a number of chlor-alkali plants 
along the US Gulf Coast, and caustic soda prices globally 
skyrocketed.

Three months later the deadline arrived in Europe to cease 
chlor-alkali production using mercury cell technology, a date 
known well in advanced that shuttered a number of plants in 
that region.

The two events threw global supply into disarray, separated 
regional prices and altered trade routes, a rearrangement of the 
industry that has still not settled.

However, there are signs that global markets are rebalancing 
almost a year after those changes.

The closure of mercury cell plants, which caused some pre-
buying during autumn that helped push prices higher, did not 
cause the kind of long-term disruption some had anticipated. 
Higher production rates at remaining plants appear to have 
more than covered the loss of production capacity.

The forced reduction of alumina operating rates in China on 
environmental reasons helped blunt sentiment of short supply.

Now, after months of elevated prices, those in Europe and Asia 
have fallen sharply in recent months, even as US prices have 
hung near their higher levels.

“I think we are finally seeing some rebalancing and a return to 
more of a routine market,” a producer said in recent weeks.

However, other after-effects remain evident.

US liquid caustic exports, which have grown steadily in 
recent years, are relatively flat through May, compared with 
the first five months of 2017, according to data from the US 
International Trade Commission (ITC).

caustic soda
US CAUSTIC SODA STILL RESPONDING TO ’17 SUPPLY DISRUPTIONS
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That comes even as US production of caustic soda 
continues to climb.

However, structural global tight supply remains as China 
continues lowering export volumes.

Global prices have softened significantly during the second 
quarter and into the early part of the third quarter. US prices 
remain significantly higher than those in Asia and Europe, 
which have fallen by about $200/dmt (dry metric tonne) this 
year or more.

That is likely to change. US spot export prices, which had 
bumped up against $700/dmt in the weeks after Hurricane 
Harvey hit Texas, have fallen to $600/dmt. They remain 
$200/dmt higher than last year at this time. 

Given that the US exports 25% of its production, according 
to figures from the Chlorine Institute and the ITC, US spot 
export prices may move closer to the pricing levels in other 
regions in the coming months.

us caustic soda Price rePort

ICIS price reports provide independent, objective and trusted 
intelligence for over 180 chemical commodities across America, 
Europe and Asia.

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

find out more about ICIS price reports
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That may also alleviate some of the price pressure in the 
US domestic market, which has seen contract prices move 
up by about $120/dst (dry short ton) or around $132/dmt 
since July 2017.

US spot export business also remains scant. The tight 
supply situation has reduced the amount of material 
produced apart from that obligated by contracts.

“I don’t know if we’ll ever see the kind of spot business that 
used to be predictable and schedulable,” a markets analyst 
for a major US producer said. “At least not until additional 
capacity is added.”

US producers have announced incremental expansions 
of polyvinyl chloride (PVC) and chlor-alkali production 
capacities, apparently to slowly add production as global 
demand grows.

Still, none of those additions will be on line before 2020, 
according to estimates.

Major US producers of caustic soda include Olin, 
Occidental Chemical, Westlake Chemical, Shintech and 
Formosa Plastics.

Bill Bowen is an ICIS senior editor covering the 
chlor-alkali and vinyls chains from the Houston 
office. He is a career business and economics 
journalist covering trade, energy, economics, 

development and corporate governance, mostly at 
newspapers. He joined ICIS in 2013.

Bill Bowen 
senior editor
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By AdAm yAnelli   JUly 2018

mmA
TighT supply, sTrong seasonal demand likely To persisT 
for us mma 

After the 12th monthly increase in the past 13 months, and 
with prices already at an all-time high, buyers of US methyl 
methacrylate (MMA) are likely to see more increases as 
they have little room to push back as supply remains tight 
and demand is seasonally strong. 

“I think we are going to keep seeing increases every 
month,” a buyer said last week, adding that it expects the 
increases to have some support, but that producers are 
unlikely to see the entire amount. 

US MMA prices are at 171-181 cents/lb ($3,770-3,990/
tonne) on US rail and 173-183 cents/lb for US tank truck. 

The tight supply situation, largely attributed to Lucite 
International being on force majeure (FM) for most of 
2017, is likely to extend into 2019, even though capacity 
utilisation is high. 

Lucite is responsible for 33% of US MMA capacity with two 
155,000 tonne/year facilities – one in Memphis, Tennessee 
and the other in Beaumont, Texas. Both operated under 
force majeure from January 2017 to November 2017. 

Global turnarounds during the first half of 2018 kept supply 
tight, and another force majeure at Lucite’s plant in the 
UK following a planned maintenance further stressed 
the situation. The UK plant ended the force majeure, but 
remains on 100% sales control.  

US CTS/Ib

US MMA PRICES AT ALL-TIME HIGH
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Supply is certain to remain tight for the rest of the year. US 
producers Lucite and Evonik are currently on sales control 
– Evonik because of an issue with raw material supply 
that has since been addressed – and Lucite to protect its 
customers. 

Lucite has a planned maintenance set for its plant in 
Beaumont in the fall, and Evonik is running its Fortier plant 
at a reduced rate due to continued raw material supply 
issues. Output was reduced at the facility on 28 June until 
further notice. 

Demand is expected to remain strong throughout the 
third quarter even as the coatings season nears an end, 
supported by a strong US economy. Demand remains 
high in plastics as well as in paints. Many of the paint 
manufacturers are turning to more acrylic formulations. 

Producers are turning away requests for increased volumes  
from existing customers and also getting enquiries from 
new customers. 

US MMA producers have also seen an increase in raw 
material costs that supports the higher prices. 

US June barge acetone contracts fully settled during the 
week ended 29 June at an increase of 5.1% on higher 
feedstock costs. 

US MMA producers include Arkema, DowDuPont, Evonik 
and Lucite.

Adam Yanelli is a markets editor covering 
methyl methacrylate (MMA) and solvents from 
the company’s Houston office. He is a career 

journalist, covering business, government, 
economic development and energy, mostly at 

newspapers. He joined ICIS in 2015.

AdAm yAnelli 
mArKetS editor
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By Larry Terry   juLy 2018

TiO2
North AmericA tio2 priciNg power mAy wANe iN secoNd 
hAlf of yeAr

Sentiment among domestic buyers of North American 
titanium dioxide (TiO2) is that pricing power is already 
weaker in the third quarter, and will continue to diminish as 
the supply strain continues to ease. 

Demand for downstream architectural paints typically 
wanes later in the year, so softness is imminent. 

While the supply of TiO2 remains broadly snug, buyers 
are encountering both sold-out conditions and finding that 
some suppliers have more available product. 

For now, demand in the decorative paints market is still 
particularly strong and at least one Q3 price-hike initiative 
has been heard, although none has been confirmed. 

Previous talk of potential Q3 initiatives seeking as much as 
6 cents/lb ($132/tonne) has not dissipated, but neither has 
it gained momentum. 

spring paints and coatings season and cooperative weather 
in the northeast US especially. 

But predictions earlier in the year that the second half of 
2018 might bring TiO2 price calmness may yet play out, 
given the absence of Q3 price initiatives, so far. 

The seller’s market conditions during the previous two 
years of tight supply may be moving toward more balance, 
where prices are based more on costs and demand factors, 
a buyer said. 

But a lack of new planned capacity additions will keep the 
domestic market generally pressured in the longer term, the 
customer added. 

With the peak demand of the spring paints and coatings 
season now over, customers could hope for shorter 
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The current Q2 price range for domestic TiO2 is $1.59-
1.67/lb FD (free delivered), as assessed by ICIS. 

Demand for TiO2 could remain healthy through August, 
driven by some remaining pent-up demand from the latter 
part of 2017, residual seasonal demand from the recent 
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delivery times, except for the shortage of trucks and the 
additional burden on rail traffic and the infrastructure that 
supports both. 

In the meantime, and as potential tariffs still loom, the major 
domestic TiO2 producers are attempting portfolio shuffles 
to facilitate Tronox’s $2.4bn acquisition of Cristal in what 
could be the last significant consolidation in the sector. 

This should pave the way for the long-awaited deal to 
close, and was prompted partly by the US Federal Trade 
Commission (FTC), which challenged the proposal. 

TiO2 is used in products such as paints and coatings – 
including glazes and enamels – plastics, paper, inks, fibres, 
foods, pharmaceuticals and cosmetics. 

Major US TiO2 suppliers include Chemours, Cristal, 
Kronos, Tronox and Venator.

Larry R. Terry, a senior editor at ICIS, covers the US 
markets for TiO2, acrylates, oxo-alcohols, butac and 

glycol ethers. A journalism graduate of Louisiana State 
University, he has more than 30 years’ experience 

at newspapers, magazines and online reporting. He 
joined ICIS in December 2007. and among previous 

positions, he was Houston-based Gulf coast editor for 
Chemical Week magazine from 1997 to 2000, where 

he wrote news and features and covered a wide range 
of products including olefins, styrenics and aromatics.

Larry Terry 
SeNiOr eDiTOr

About the Author
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By Jessie Waldheim  July 2018

ethylene
US ethylene length to continUe throUgh 2018

Length in the US ethylene market is likely to continue 
through the second half of 2018 as more crackers start 
up, but increasing costs for feedstocks may provide 
pricing support.

Ethylene production has outpaced ethylene consumption 
in the first half of 2018 amid the start-up of new crackers 
and new derivative units. About 3m tonnes/year of new 
ethylene capacity and about 3.5m tonnes/year of new 
polyethylene (PE) capacity have started up since late 
2017. The new crackers ramped up quickly, but several  
of the new PE plants have struggled to reach full 
operating rates.

The imbalance allowed ethylene supply to build and 
pushed down prices. Ethylene spot prices bottomed out 
at 12.0-12.5 cents/lb ($265-276/tonne) in mid-May, their 
lowest point since January 1999. Ethylene contract prices 
fell to 26.0 cents/lb in May, the lowest since 25.75 cents/lb 
in February 2016.

Ethylene has rebound slightly, supported by higher 
feedstock ethane costs and a slightly more balanced 
market.

Consumption has improved as most of the recently built 
PE capacity is at or near full production rates. Production 
was curtailed by turnarounds and an idled cracker.

US June contract prices settled 0.5 cent/lb higher than 

May, and spot prices closed June at slightly above the 
mid-May 2018 low point.

However, market sentiment is softening again as 
participants anticipate the start-up of two more crackers.

ExxonMobil’s new 1.5m cracker in Baytown, Texas is in 
commissioning and is expected to begin production this 
summer.

An Indorama project, which expanded a previously idled 
cracker to 440,000 tonnes/year capacity, is expected to 
start up in July and reach full production rates in the third 
quarter.

With most of the new PE capacity already at or near 
full production rates, there is little room for increased 
consumption to fully absorb the incoming capacity.

As ethylene supply remains long, spot prices are 
expected to remain near production costs, and contract 
prices should track a combination of spot prices and 
production costs.

“Looks to me to be the case until some derivatives  
come up late 2018 or early 2019, or until enough  
crackers get dialled back to rebalance,” a market  
source said.

exxonMobil is building an ethane cracker with a capacity of 

1.5m tonnes/year of ethylene at its Baytown site, texas
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https://www.icis.com/chemicals/ethylene/
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https://www.icis.com/energy/ethane/
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Scheduled to come online in late 2018 or early 2019 is about 
3.6m tonnes/year of new downstream capacity in the PE, 
polyvinyl chloride (PVC) and ethylene glycol (EG) chains.

Ethylene could remain long as four new crackers also are 
scheduled to come online in late 2018 and early 2019. The 
units have a combined capacity of 4.25m tonnes/year.

As increased supply from the new capacity keeps pressure 
on ethylene prices, the increased feedstock demand also 
is expected to push prices higher for upstream ethane. The 
price of ethane has nearly doubled over the last year, rising 
from around 17 cents/gal to about 34 cents/gal.

The resulting tight margins for ethylene may result in a 

reduction in cracker operating rates or a move to heavier 
feedstocks, which produce less ethylene and more co-
products like propylene and butadiene (BD).

“Everyone is now making run/don’t-run decisions based on 
variable production costs,” another market source said.

Major US ethylene producers include Chevron Phillips 
Chemical, DowDuPont, ExxonMobil, INEOS Olefins & 
Polymers, LyondellBasell and Shell Chemical.

Jessie Waldheim is an ICIS editor for the US 
olefins markets. She has also reported on US 

benzene, styrene, ethylbenzene, mixed xylenes, 
toluene, titanium dioxide and acrylate esters. 
Jessie has more than 10 years of experience 
in journalism and has been covering chemical 

markets and news for ICIS since February 2014.

Jessie Waldheim 
senior editor

ABoUt the AUthor
US CTS/US gal

US ETHANE PRICES

20

25

30

35

Jul 18May 18Mar 18Jan 18Nov 17Sep 17Jun 17

Ethane FOB Mt Belvieu Assessment Spot 10-30 Days Full Market... (Mid)

Source: 2018 ICIS

us ethylene Price rePort

ICIS price reports provide independent, 
objective and trusted intelligence for over  
180 chemical commodities across America, 
Europe and Asia.

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

find out more about iciS price reports

https://dataviz.icis.com/views/USPEProjects/Dashboard%3F:embed%3Dy%26:display_spinner%3Dno%26:showAppBanner%3Dfalse%26:showShareOptions%3Dtrue%26:embed_code_version%3D2%26:loadOrderID%3D1%26:display_count%3Dno%26:showVizHome%3Dno
https://www.icis.com/chemicals/polyvinyl-chloride/
https://www.icis.com/chemicals/ethylene-glycol/
https://dataviz.icis.com/views/USCrackerProjects/Dashboard%3F:embed%3Dy%26:display_spinner%3Dno%26:showAppBanner%3Dfalse%26:showShareOptions%3Dtrue%26:embed_code_version%3D2%26:loadOrderID%3D0%26:display_count%3Dno%26:showVizHome%3Dno
https://www.icis.com/chemicals/propylene/
https://www.icis.com/chemicals/ethylene/us/?cmpid=ILC|CHEM|CHCOM-2018-08-US-americasmid-yearoutlook2018&sfid=7012X000001WCXN


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.

US propylene supply may remain snug despite newly built 
capacity, leaving the market open to price spikes followed 
by demand destruction. “I am on the bull train until the 
market does an abrupt bearish turn – which is likely but 
difficult to say when,” one market source said. 

Enterprise’s new propane dehydrogenation (PDH) unit 
reached full operating rates in the first half of this year after 
multiple delays in 2017. The 750,000 tonne/year unit was 
operating at above nameplate capacity in June, up from 
an 84% operating rate in April and a 60% operating rate in 
February and March. 

The delayed start-up and slow ramp-up of the unit, in 
combination with outages at the other two PDH units in the 
US Gulf, tightened propylene supply and caused prices to 
spike in early 2018. 

The DowDuPont PDH unit had a months-long outage in the 
first quarter, and the Flint Hills Resources PDH unit had a 
days-long outage in January. The issues were resolved, 
and the US Gulf PDH units were operating well through 
most of the second quarter. 

However, lower production from refineries and crackers has 
kept propylene snug heading into the second half of 2018. 

Most propylene in the US is produced in refineries as a co-
product of gasoline. Production was limited in the second 
quarter due to turnarounds and outages. 

The second largest source of propylene in the US is from 

By Jessie Waldheim   July 2018

ProPylene
US propylene market to remain volatile throUgh 2018

crackers, which produce it as a co-product of ethylene. 

A sharp decline in ethylene prices in the second quarter 
caused crackers to favour heavily less-expensive feedstock 
ethane, which produces the least amount of propylene 
compared to other feedstocks. In May, a US cracker was 
idled, a move market sources attributed to low ethylene 
prices. 

At the end of June, propylene inventories were at their 
lowest level in nearly two years. 

Production from refineries is improving, with refinery 
operating rates above 95% during June. 

However, propylene production from crackers could remain 
limited due to the oversupply of ethylene, which is expected 
to continue through the second half of 2018 as more 
crackers come online. 

While economics have improved for heavier feedstocks like 
propane and butane, increases in crude oil values could 
reverse that trend. Continued ethylene length could also 
result in lower cracker operating rates or more idled units. 

Limited propylene production from crackers could keep 
the propylene market snug and prone to tightness during 
refinery or PDH unit outages. Supply tightness is expected 
to drive price spikes, as in early 2018 and in June. 

Price spikes in propylene may lead to demand destruction, 
as had happened in early 2018. 

In January and February, downstream polypropylene 
(PP) production fell by 16% and 23% respectively from 
December as PP buyers baulked at the pass-through 
increases in US propylene prices and turned to imports. PP 
is the largest consumer of US propylene. 

Recent price spikes could also lower demand in coming 
months, although the fall-off in demand so far seems 
less extreme than in early 2018 amid good demand for 
downstream PP. 

Limited propylene production from crackers also may widen 
the spread between refinery-grade propylene (RGP) and 
polymer-grade propylene (PGP). 
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“I expect the RGP-PGP spread to go back to Q1 levels,” 
another market source said. 

In early 2018 when propylene increases were driven by 
PDH problems, RGP supply and prices were less affected. 
The PGP-RGP spread widened as much as 30.5 cents/lb 
($672/tonne) from the typical 10-15 cents/lb. 

Refinery operating rates and propylene production from 
refineries should remain strong in the coming months, 
as gasoline demand is typically robust in the US during 
summer. If US gasoline exports remain firm as in recent 
years, refinery operating rates could remain strong through 
the end of 2018. 
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With good production from refineries and limited production 
from crackers, the RGP-PGP spread could widen in the 
second half of 2018. 

Major US propylene producers include Chevron Phillips 
Chemical, Enterprise Products, ExxonMobil, Flint Hills 
Resources and Shell Chemical.

Jessie Waldheim is an ICIS editor for the US 
olefins markets. She has also reported on US 

benzene, styrene, ethylbenzene, mixed xylenes, 
toluene, titanium dioxide and acrylate esters. 
Jessie has more than 10 years of experience 
in journalism and has been covering chemical 

markets and news for ICIS since February 2014.

Jessie Waldheim 
senior editor
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By LeeLa Landress PereZ   JULy 2018

gLycerine
market finely balanced in H2 2018

arrive into the EU due to uncertainty over duties.

In South America, many market players will be closely 
watching the outcome of the Argentine biodiesel trade fight 
with Europe.

Biodiesel producers and glycerine refiners in Argentina 
expect the EU to stop importing biodiesel in the second 
half of the year by imposing new tariffs in September or 
October.

The European Commission (EC) announced in May that 
any biodiesel imports from Argentina will be registered 
from 24 May for the next nine months. This is in order to 
retroactively impose tariffs on those imports if the current 
anti-subsidy case finds biodiesel from the country is 
being subsidised.

Most biodiesel plants produce crude glycerine in a 1:10 
ratio, while additional costs are incurred to process the 
product into refined glycerine for higher value applications.

Argentine biodiesel and crude glycerine production was 
sharply affected when the US imposed tariffs on Argentine 
biodiesel in November 2017.

Tarriffs on Argentinean biodiesel were set at over 72%, 
as required by the US Department of Commerce in 
November 2017.

The US glycerine markets are seeing finely balanced 
supply/demand dynamics as the second half of 2018 
ramps up.

Market participants are trying to gauge supply tightness 
in the coming months, and the supply/demand balance is 
delicate.

With most US producers across the vegetable and tallow 
tiers sold out and fully contracted for the third quarter, 
there is talk that any supply disruption could push pricing 
up in the near future.

“There was a Midwest producer who had a plant issue in 
the first quarter, and that caused some of their buyers to 
frantically try to source material and was one of the reasons 
the market tightened up so quickly in Q1,” a seller said.

While the domestic supply situation remains snug, spot 
markets globally are starting to reflect the easing supply 
situation.

Glycerine supply continues to lengthen in southeast Asia 
with biodiesel producers ramping up production due to 
higher biodiesel demand as a result of a narrower price 
gap between palm oil and gasoil.

In Europe, a crude oversupply situation may ease in the 
fourth quarter, with less upstream biodiesel imports set to 
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Following the closure of the US biodiesel market to 
Argentine volumes, biodiesel production in Argentina 
declined by 20.5% in Q3 2017, according to the nation’s 
statistics agency (INDEC).

The Argentine biodiesel sector expects to export about 
700,000 tonnes of biodiesel to Europe in 2018, but the 
impending decision by the EC could derail those import 
plans for the South American biodiesel giant. This would 
affect global glycerine supply and could see tighter supply 
in an already delicately balanced market.

US refined glycerine suppliers include Procter & Gamble, 
Vantage Oleochemical, Emery Oleochemical, Twin 
Rivers Technology, Peter Cremer North America, ADM, 
Cargill, Owensboro Grain, Louis Dreyfus and Future 
Fuels among others.

Major importers include Wilmar, Acme-Hardesty and 
several trading groups.

Leela Landress Perez is a senior editor for ICIS/
RELX Group and has reported on a wide range of 

chemicals. She now writes about the wonderful world 
of oleochemicals and loves covering the original 

“green chemicals”. Leela is a veteran journalist and 
for the past 16 years has worked for some of the 

most well-respected media companies in the US and 
Europe including, BusinessWeek, Bloomberg, People 

Magazine and Reed Elsevier.

LeeLa Landress PereZ
senior editor manager
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BY Bill Bowen   julY 2018

PVC

US PVC oUtlook beComeS SCrambled for H2 aS trade 
fearS eSCalateS

US polyvinyl chloride (PVC) market players had reasons for 
high hopes at the dawn of 2018: strong production levels, 
a seeming return to strong US construction growth that is 
up solidly this year, rising domestic demand and growing 
export sales opportunities.

But the promising signs that had lifted those bright hopes 
crashed quickly after the US embarked on a trade war with 
China and Turkey changed its policy on PVC imports from 
the US.

“What you don’t want is disruption,” said a producer 
preoccupied with placing material once bound for Turkey.

What no one wanted – and no one expected – were tariffs 
on US PVC sales to China. Neither did anyone expect 
Turkey to increase duties on US material – or to end the re-
export exemption on duties paid on US PVC imports.

That elimination of the re-export exemption all but ended 
US shipments to Turkey, an important and promising 
market that had absorbed 122,000 tonnes of US PVC in 
2017, up from 88,000 the year before.

China, the US’s second-largest export market after 
Canada, is prepared to retaliate with tariffs of 25% if the 
US imposes a second round of tariffs on $16bn in Chinese 
goods, a move that is now set for 23 August.

“Things weren’t just out of this world, but they were going 
pretty well,” said another PVC producer. “Now everybody is 
side-tracked.”

Market prospects for the second half of 2018 have become 
clouded by these fast-changing challenges, as traders and 
producers search for new buyers to take material once 
bound for now-prohibited markets.

Demand in the US and Canada domestic markets remain 
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firm-to-robust, with construction activity running at 4.5% 
higher in May than in the same month in 2017 gauging by 
an annualised rate, according to the US Census Bureau.

Some US market participants are holding out hope that the 
exemption will be re-instated as the presidential election 
held in that country in recent weeks fades in the rear-view 
mirror.

The proposed retaliatory tariffs from China are another 
impediment to US players’ market plans.

China threatens 25% tariffs on US PVC and for precursor 
chemical ethylene dichloride (EDC).

China is the largest export market for US EDC, taking 
371,000 tonnes in 2017, down from 495,000 tonnes in 
2016, according to data from the US International Trade 
Commission (ITC).

The 300,000 tonnes of PVC that buyers in China took last 
year was mostly re-exported to southeast Asia markets, 
enjoying the same re-export exemption that producers had 
enjoyed in Turkey.

The question now is, if China puts 25% tariffs on US PVC, 
it will not matter much if the re-export exemption remains in 
place. But if it is removed, the China market will also dry up.

“If Turkey can work out how stop this re-export business, I 
am sure that China will figure it out very quickly, if they want 
to,” said a frustrated trader.

China has reduced tariffs from India and South Korea 
in order to encourage sales from these origins. That is 
not a hopeful sign to US observers of the current market 
changes.

“The market is a mess and it will take some time to sort 
out,” the trader added.

Sorting it out may be a bit of an intra-company sport.

Some US producers, such as Shintech and Formosa 
Plastics, are divisions of companies headquartered in 
other market regions. So they may be able to coordinate 
adjustments quickly and without much disruption to sales 
and marketing efforts, according to market observers.

Westlake Chemical also has a specialty division in Europe, 
Vinnolit. That may allow Westlake to sell into Europe while 
Vinnolit provides some supply to Turkey and China, these 
observers point out.

OxyChem may be in the weakest position. It has a 
relationship with Mexichem, which the company might be 
able to leverage to shift sales efforts more smoothly than 
going at it alone.

US-CANADA DOMESTIC PVC SALES 
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But US and Canada PVC manufacturers export one-third of 
their PVC production, or about 2.24m tonnes in 2017, as they 
boost output to leverage low-cost shale-based ethane to make 
feedstock ethylene, according to the American Chemistry 
Council (ACC) using data compiled by Vault Consulting.
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US-CANADA MONTHLY PVC EXPORTS 

‘000s Ibs

US producers have worked to build their individual export 
businesses and expect a disruption to trade flows to affect 
their bottom lines.

The PVC trade route to Turkey dried up quickly in June with 
the change of duty treatment there, according to suppliers 
who operate in that market.
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However it plays out, gaining sales in new markets will 
likely require competitive prices.

Additionally, selling into alternative markets is likely to 
require longer travel times and greater freight costs.

Both of those factors may work against proposed price 
increases.

Given the complications, the extra-market factors that come 
into play and the political nature of trade war make the 
outcome difficult to gauge.

It may turn out that the tangling of trade flows may push 
prices higher if some markets are starved of supply.

“You can make all the plans and figure out what you’re 
going to do, but it’s really hard to know how this is going to 
turn out,” said a major US producer.

Major US PVC  producers include Occidental Chemical, 
Westlake Chemical, Shintech and Formosa Plastics.

Bill Bowen is an ICIS senior editor covering the 
chlor-alkali and vinyls chains from the company’s 

Houston office. He is a career business and 
economics journalist covering trade, energy, 

economics, development and corporate 
governance, mostly at newspapers. He joined 

ICIS in 2013.

Bill Bowen
Senior editor
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US PET PlayErS STaying afloaT in rocky PEak-SEaSon waTErS

PET 

By AmAndA HAy   JULy 2018

The US is weathering a stormy polyethylene terephthalate 
(PET) peak-demand season while being pummeled by tight 
supply, firm resin prices and volatile raw materials markets.

An Oman cyclone that cut off key imports in June is the 
latest obstacle in a string of events starting in 2017 that 
significantly tightened a historically amply supplied market, 
starting with the financial fall of producer Mossi & Ghisolfi 
(M&G).

Buyers face domestic resin prices are over 20 cents/lb 
($441/tonne) higher than at this time in 2016 and 2017. 
Imports have also climbed in price, often at a premium to 
domestic products.

US resin producers contend with their own challenges, 
having been sold out for months and running at operating 
rates over 90% without maintenance, a market source said.

“It’s going to be catastrophic if there’s a problem with a 
line,” the source said.

Product has been difficult to secure for those without strong 
contracts as not much material is available for spot deals.

Producers have not been able to take advantage of the 
spot market, the source said, and some contracts are 
underwater based on raw materials.

“No one wants to be on the sidelines in a market like this,” 
the source said.

Snug domestic supply heightened the need for imports, 
which initially took a hit when the US launched an 
antidumping probe last autumn, but picked up in March 
with growth coming from countries not involved in the 
investigation due to tightness in domestic supply.

Oman became a key new import source and accounted for 
7,425 tonnes in April, the latest month for which trade data 
are available.

Source: ICIS
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Amanda Hay is an ICIS markets reporter 
covering the polyethylene terephthalate (PET) 

and plasticizers chains in Houston. She entered 
the oil and gas industry in 2015, covering 

drilling productivity, midstream development 
and A&D activity across all US shale basins 
before joining ICIS in 2017. She is a career 

journalist and graphic designer specializing in 
data visualization.

AmAndA HAy
mArkETs rEPorTEr

aboUT ThE aUThor

The investigation is ongoing, but preliminary duties were 
imposed in late April.

Supply relief is expected soon when Far Eastern New 
Century (FENC) restarts the former M&G West Virginia 
plant that was shuttered in October, taking 360,000 tonnes/
year off the market. The restart was expected in the last 
week of June.

Volatility in raw materials markets exacerbated an already 
tight market.

Market sources said BP put feedstock purified terephthalic 
acid (PTA) on sales allocation in late May, stemming from 
an acetic acid outage. Further upstream, a BP paraxylene 
(PX) production unit went down in early April, market 
sources said, tightening US PX supply and sending spot 
prices sharply higher.

BP did not confirm the outage nor the restart of the PX unit, 
nor did it confirm that PTA was on sales allocation.

The impact on PET was limited, however. A market source 
said the PTA allocation was manageable with no effect on 
contract business. However, little resin was available for 
spot deals.

Another market source said it was hard to believe that the 
upstream volatility did not result in more waves in the PET 
market, but was relieved it did not.

“We can’t handle any more events,” the source said.

Us PET PricE rEPorT
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By Zachary Moore   july 2018

Polyethylene
US PE PricES facE SomE downward PrESSUrE in H2 on 
longEr SUPPly

The US polyethylene (PE) market may come under 
pressure in the second half of the year because of longer 
supply, after prices continue to remain at higher-than-
expected levels.

However, most of the post-Harvey price increase remains 
in place as new PE plants have yet to reach full operating 
rates. Supply was also tight in the first quarter as severe 
winter weather along the US Gulf disrupted production at 
several PE plants.

Supply tightness lingers for several grades of high density 
polyethylene (HDPE) and low density polyethylene (LDPE), 
while the availability of linear low density polyethylene 
(LLDPE) is sufficient.

PE prices at elevated levels have created some financial 
difficulties for converters, many of whom are experiencing 
margin compression as they had budgeted for lower PE 
input costs.

In addition to lengthening supply, buyers also point to 
weaker feedstock costs as support for future price relief 
in the PE market. Spot prices for feedstock ethylene fell 
to multi-year lows during the first half of the year, partly 
because operating rates at new ethylene plants that 
came online were raised faster than those at new PE 
plants.

Overseas demand has also been sluggish due to the 
stronger US dollar, as well as contentious elections in some 

Participants had expected the 10 cent/lb ($220/tonne) 
increase in the months immediately following Hurricane 
Harvey to recede in early 2018.

Source: ICIS
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major export destinations.

The US typically exports around 20% of its PE production. 
This percentage is expected to increase in the coming 
years, as most of the new US capacity is intended to supply 
overseas demand.

Trade tensions between the US and China have also 
crimped overseas demand, with some Chinese buyers 
seeking to exchange LDPE for other grades not subject 
to proposed tariffs on US PE exports in China. China’s 
proposed tariffs would include LDPE and some grades 
of LLDPE, while HDPE was exempt from Chinese tariff 
proposals.

Major US producers of PE include Chevron Phillips 
Chemical (CP Chem), DowDuPont, LyondellBasell, 
ExxonMobil, Formosa, INEOS, Total Petrochemicals and 
Westlake.

uS Polyethylene Price rePort

ICIS price reports provide independent, objective and 
trusted intelligence for over 180 chemical commodities 
across America, Europe and Asia.

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

find out more about iciS price reports

Zachary Moore joined ICIS in June 2016 and 
has been working in the petrochemical industry 
for the past 11 years. Zachary has covered a 

wide range of petrochemical products, including 
polyolefins, aromatics and aromatics derivatives, 
and has worked in Asia and the Middle East in 
addition to his time in the US. Zachary currently 
serves as deputy managing editor for ICIS in the 

Americas.

Zachary Moore
DePuty Managing eDitor, aMericaS

aboUt tHE aUtHor

https://www.icis.com/about/polyethylene/us/?cmpid=ILC|CHEM|CHCOM-2018-08-US-americasmid-yearoutlook2018&sfid=7012X000001WCXN


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.

By Zachary Moore   july 2018

Isocyanates
US iSocyanateS face lengthening SUpply into h2 2018

The US isocyanate markets are entering the second 
half of 2018 with prices facing downward pressure on 
lengthening supply.

This represents a major change in market dynamics, as 
isocyanate prices were driven higher throughout 2017 
amid an extended period of tight supply.

Supply for polymeric methyl di-p phenylene isocyanate 
(PMDI) has lengthened over the past several months. US 
plants are operating at higher rates. Asian producers have 
raised allocations to North America, as export sales offer 
more attractive netbacks than regional sales.

Monomeric MDI (MMDI) supply is tight and is expected to 
remain limited over the coming months.

According to data from the American Chemistry Council 
(ACC), around 85% of all US MDI sales are for PMDI, 
while MMDI sales make up the remaining 15%.

Toluene di-isocyanate (TDI) supply also has lengthened, 
with most buyers easily sourcing material.

TDI supply was exceptionally tight throughout most of 
2017, resulting in higher margins for TDI producers and 
significant margin compression for converters.

US plants are operating at healthy rates. Asian producers 
are raising export allocations as TDI availability there 
eased.

In addition, the expected restart of BASF’s 300,000 tonne/
year TDI plant in Ludwigshafen, Germany, will further 
loosen TDI supply in the second half of the year.

Although BASF missed its targeted second quarter (Q2) 
restart, the plant is expected to be online by the end of 
July.

Downstream demand from the furniture and bedding 
sector has been sluggish recently. Automotive demand 
has slowed from the prior year. Meanwhile, demand from 
the construction sector has picked up, in line with the 
traditional high season.

Isocyanates are combined with polyols to manufacture 

us Isocyanates PrIce rePort
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polyurethane foams, which are used in a wide variety of 
applications in the construction, automotive, furniture and 
appliance industries.

TDI is most commonly used in the manufacture of 
flexible foams, while MDI is more commonly used in the 
manufacture of rigid foams.

With TDI and MDI supply easing and buyers easily 
receiving allocations, prices are likely to face downward 
pressure in the second half of the year, as buyers seek 
price relief after significant margin compression over the 
past year.

US CTS/lb
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Global prices for both TDI and MDI have already fallen 
significantly, with North American buyers anticipating 
some relief in their upcoming contract negotiations. 
Isocyanates in the US are generally sold on monthly or 
quarterly contracts.

Major US producers of isocyanates include BASF, 
Covestro, Dow Chemical and Huntsman.
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