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Base oils
Supply conditionS Still drive AmericAS bASe oilS

Supply conditions are driving the Americas base oil market, 
reigning over the third quarter after dominating the first and 
second quarters of 2017.

Posted price increases peppered the second quarter, with 
the tight supply conditions trumping relatively low crude oil 
prices that wobbled up and down mostly in the mid-$40s/
bbl for US West Texas Intermediate (WTI) benchmark.

Buyers were caught slightly off guard going into the third 
quarter because there were some expectations that price 
reductions were likely to filter into the market in August.

Instead, Group II producer Chevron announced a 10 cents/
gal increase on its light and mid viscosity basestocks 
effective 26 July. Chevron did not increase prices on 
the heavy 600 grade, corroborating market participants’ 
input that supply for the 600 grade is showing some 
improvement.

Group I heavy viscosity brightstock continues to be in short 
supply, but sources in August said there seems to be a 
trickle of improvement.  

The light and mid viscosity base oils are finding quick 
uptake in the Mexican market, with buyers keen to secure 
material from the US. Light and mid viscosity base stocks 
are moving into typical lubricant applications in Mexico and 
are also a factor assisting with fuel needs in this market. 

Mexico has only one base oil producer, Pemex, with just 
Group I production at its Salamanca, Mexico, refinery.

Base oil production output at the refinery can vary from 
month to month, combining with good demand in the region 
to offer excellent options for US base oil shipments into 
Mexico.

A good deal of material crosses into Mexico at Brownsville, 
Texas, via rail. Deep-water shipments from the US Gulf 
coast are also a factor.

US supply began to tighten in late December 2016 when 
one major US Gulf coast refiner’s facility began maintenance 
work that extended beyond its scheduled length.

Another producer’s facility began a turnaround in mid 
May and a third turnaround in June kept supply squeezed 
through July.

Buyers and sellers said the effects of the turnarounds, 
healthy US demand and a Group III supply crimp from 
the outage at Shell’s Qatar plant, underpinned the supply 
crunch.

Group III base oils grabbed centre stage in the global 
market as an unplanned outage at Shell’s Pearl gas-to-
liquids (GTL) plant in Qatar hit the supply scene in March.

Production capacity at the Pearl GTL facility is 
approximately 6,000 bbl/day of Group II base stocks and 
22,000 bbl/day of Group III base oils.

Group III market prices in the US domestic sector 
jumped on the tight supply conditions, with spot business 
essentially not workable because of the lack of material.

Group III availability in the US was squeezed, but 
conditions in Europe were strained.

Delays of US Group II crunched the European market as a 
result of the ongoing turnarounds in the US Gulf coast.

According to European sources, export base oil prices 
soared in the second quarter as spot supply completely 
dried up.

The supply situation became progressively worse as an 
excess of brightstock disappeared fast due to a pull from 
Asia.

“There is nothing left in Europe… For May we’re dry. June 
also looks dry potentially,” European sources said.

European supply improved in July and August as delayed 
shipments from the US recovered routine deliveries.

Amid the tightening supply conditions, US producers 
announced posted price increases.

Examples are demonstrated by HollyFrontier’s 24 April 
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effective date raising all its Group I grades by 20 cents/gal, 
Flint Hills Resources (FHR) in Group II raising its posted 
prices and Group II Chevron announcing plus 20 cents/gal 
on all its grades.

ExxonMobil increased its Group II and II+ posted prices 
by 20 cents/gal effective 1 May, according to buyers and 
sellers. ExxonMobil increased its Group I viscosities by 20 
cents/gal on the same date, excepting its brightstock grade 
which increased by 15 cents/gal.

ExxonMobil does not confirm or comment on its prices in 
accordance with its company protocols.

bASe oil priceS riSe While crude oil dipS
Combining tight supply in the US and Europe and some 
tightness in certain grades in the Asian market, the global 
base oil market and prices moved out of step with softer 
crude oil price trends.

US industry participants said base stock pricing is now less 
sensitive to crude oil prices and more relevant to vacuum 
gas oil changes, especially the premium viscosity base oil 
grades. This factor is more evident as the base oil prices 
move up and crude oil prices stay below the $50/bbl mark.

Base oil supply/demand fundamentals are the driving 
factors in base oil prices in 2017. 

The following graph shows the brightstock domestic market 
and Brownsville, Texas, price direction compared with WTI 
crude oil price direction and a Group I 600 heavy grade.
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iCis ConferenCes
You may also like to know about our ICIS Conferences. ICIS offers a series of industry leading conferences, 
designed to provide the in-depth information and outlook you need to navigate the market with confidence. 

the 2nd north American industrial lubricants congress

13th pan American base oils & lubricants conference

The demand for high performance and innovation in the industrial 
lubricants sector is being driven by a combination of regulation 
and the evolution of end-user requirements. Looking at the future 
of the market, just what impact will this have on the selection 
formulation process? 

Key challenges, opportunities and demands and their impact on 
the base oils and lubricants industry across the Americas. 

n   How is the new Trump administration impacting the 
industry? 

n   What are the regional market dynamics and how will 
political and economic uncertainty in some countries affect 
global trade flows? 

n   How is the specification of Group III evolving and what 
does the future of base oils classification look like? 

Get answers to these questions and many more at this essential 
industry forum

12 – 13 September 2017 
loews chicago hotel, il, uS

29 november – 1 december 2017 
hyatt regency Jersey city, uS

Find out more about iciS conferences

Find out more about iciS conferences

https://www.icis.com/contact/free-sample-price-report/?mode=icispricing&cmpid=ILC|CHEM|CHPRI-2017-1807-EURO-brexit_uk_plastics_nigeldavis&sfid=701w00000019ZvF
https://www.icisconference.com/lubricantsusa17/brochure?cmpid=ILC|CONF|CH0B1-2017-1209-US-iciswhitepaper
https://www.icis.com/contact/free-sample-price-report/?mode=icispricing&cmpid=ILC|CHEM|CHPRI-2017-1807-EURO-brexit_uk_plastics_nigeldavis&sfid=701w00000019ZvF
https://www.icisconference.com/PABO2017/request-brochure?cmpid=ILC|CONF|CH0B4-2017-3011-US-iciswhitepaper
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32014R0312
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