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Two world-scale plants will soon be on stream in the Gulf Cooperation Council region, with 
owners Farabi and Adnoc/CEPSA targeting the burgeoning markets of the India Ocean basin 
and southeast Asia. But the added capacity is expected to put downward pressure on markets, 
even though linear alkyl benzene prices are firming due to increasing oil and benzene prices

THE RACE TO DOMINATE EMERGING LAB MARKETS.

An upcoming surge in linear alkyl benzene (LAB) supply 
will most likely apply downward pressure in global markets 
over the next few years. The chemical is widely used in the 
manufacture of household and industrial detergents and in 
household cleaners, fabric softeners and soap bars.

Two new production facilities are being planned in the Gulf 
Cooperation Council (GCC) region: at Farabi Petrochemicals 
in Saudi Arabia, and at Abu Dhabi National Oil Company 
(Adnoc) in the United Arab Emirates (UAE). Very little other 
new capacity is expected elsewhere around the globe.

But the scale of the new plants – with combined capacities 
equivalent to 8% of current global demand – will pressure 
global markets when they start operations, forcing prices and 
margins lower as the producers compete to penetrate and 
dominate the last few emerging markets in a largely mature 
product sector. 

Farabi’s investment in Yanbu will see it expand its LAB 
production by around 120,000 tonnes/year when the plant 
comes on stream in 2020. Farabi currently operates one LAB 
plant in Saudi Arabia’s Jubail Industrial City, with a nameplate 
capacity of 140,000 tonnes/year.

The second new facility, for which plans were announced 
in November 2017, is being developed jointly by Adnoc and 
Spain’s CEPSA, wholly owned by Abu Dhabi’s Mubadala 
Investment Company. It will have a capacity of 150,000 
tonnes/year when it starts up in Ruwais, at an as-yet 
undisclosed date, making it the largest LAB plant ever built.

The project, which includes a feedstock paraffin unit as 
well as the LAB plant using Detal-Plus technology from 
CEPSA and Honeywell UOP, will be integrated with Adnoc’s 
nearby refinery complex at Ruwais. The investment is put at 
US$600m by CEPSA.

“Adnoc and CEPSA bring complementary strengths to 
the project, Adnoc providing resources and expertise 

in the feedstock area from its state-of-the-art refinery in 
Ruwais, while CEPSA, as a LAB market leader, provides… 
technology… coupled with commercial and operational 
expertise,” said CEPSA CEO Pedro Miro at the project 
announcement in November. 

The two companies expect to target the Indian Ocean basin 
and Asia as the main markets for the LAB output. The Indian 
Ocean basin LAB market is expected to grow at a compound 
annual growth rate (CAGR) of 5% between 2016 and 2030, 
according to research by Colin A Houston & Associates. 

The Asia-Pacific region is the largest and fastest growing 
market for LAB, with high demand from the industrial 
and household cleaning products sector. With strong 
transportation links, Abu Dhabi’s strategic location allows easy 
access to serve these growth markets, says Adnoc.

News of the Adnoc investment elicited divided opinions. 
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LAB suppliers did not welcome the news, lamenting that 
oversupply and increasing competition would put downward 
pressure on prices, especially as much of the production from 
the two plants will be exported and not used locally. Smaller 
LAB plants, as found in parts of Asia, could be forced to shut. 

Consumers, on the other hand, were delighted as they see 
that more competition is good. Growth for LAB is largely 
limited to regions like southeast Asia, south Asia, Africa and 
Latin America, but additional volumes targeting these would 
likely make any price increases difficult. 

Overcapacity is already one of the biggest issues in the LAB 
market. India’s Reliance Industries said at the 7th ICIS Asian 
Surfactants Conference in November 2017 that about 3.76m 
tonnes/year of LAB capacity are installed around the world, 
compared to 3.40m tonnes/year of global demand. CEPSA 
puts global operating rates today at around 80-85%.

Rising crude oil and benzene feedstock costs are not helping 
matters. Recent weeks have seen crude rise above US$70/
bbl, on rising demand, an improved global economic growth 
outlook and restricted supply. Benzene prices are also 
strengthening, led by the US (see chart). 

costs. However, buyers are resisting higher offers, especially 
in southeast Asia, where consumers are looking to buy 
cargoes at the prices they had previously bought. This has 
created a wide buy-sell gap at present.

Confirmed deals were done at squeezed margins, with most 
LAB buyers turning the product into linear alkyl benzene 
sulphonate (LAS), which is in turn used in the making of 
biodegradable industrial and household detergents. 
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ASIAN BENZENE PRICES HAVE BEEN FOLLOWING 
THOSE IN THE US ON AN UPWARDS PATH
Benzene in Asia is expected to mirror the performance of the 
US, with prices there continuing to set the pace for Asia. As 
local Chinese prices move higher, import values are expected 
to rise as well, provided the key free on board (FOB) South 
Korea market stays firm.

LAB suppliers in Asia and the Middle East expect prices to 
remain stable to firm in the near term on higher production 
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LAB PRICES HAVE BEEN FIRMING SINCE MID-2017 
AS CRUDE OIL VALUES HAVE INCREASED
One reason LAB buyers refused to accept the price hikes was 
their downstream LAS consumers could not absorb the higher 
costs. 

On the other hand, according to Indian consultancy TATA 
Strategic Management Group, large volume surfactants 
such as LAB will see a huge demand in Asia with its growing 
economy. 

Talking to ICIS in mid-November, CEPSA’s Jose Manuel 
Martinez said he did not fear overcapacities for LAB and said 
Abu Dhabi’s LAB production would be mostly exported to 
south and east Asia, where demand for the product is forecast 
to continue growing in coming decades.

“LAB demand growth globally allows for a new plant every two 
years. Having said that, our LAB production is mainly located 
in the Atlantic Basin – we have plants in Spain, Canada and 
Brazil – but the real growth in coming decades will be in the 
Indian sub-continent and southeast Asia,” he added. “Abu 
Dhabi is a perfect platform to grow in this part of the world and 
the plant has to be big.”

South Asia, particularly India, is a key market for LAB and 



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.

Yuanlin spent around four and a half years with 
Thomson Reuters as a multimedia editor on 
the wider image desk.  She was in the team 
of editors that won the 2016 Pulitzer Prize in 
Breaking News Photography for images of 

the European refugee crisis. Yuanlin holds a 
Bachelor of Arts in Communication awarded by 

the University at Buffalo in the US.

At ICIS, she is in charge of the LAB/LAS Middle 
East and Asia, PS Middle East and south Asia, 

IPA and MEK Asia reports.

YUANLIN KOH 
MARKETS REPORTER

ABOUT THE AUTHOR

LAS. The country is seen as a generally under-supplied 
market and imports are needed to supplement production by 
the four main Indian domestic producers. Market sources say 
that some 200,000 tonnes/year of imports are needed to meet 
India’s demand.

The introduction of antidumping duties on LAB imports from 
Qatar, Iran and China in April 2017 has had little impact on the 
Indian import market so far, according to sources.

A reduction in the goods and service tax (GST) applicable on 
detergents lent a stronger outlook to LAB demand in the near-
term, as the Indian government slashed GST rates from the 
highest 28% slab to 18%.

China is also a key growth region but is believed to be 
sufficiently supplied. With recent stricter environmental 
regulations, many Chinese producers are concentrating on 
the more lucrative domestic market.

As a result, supply may become tighter in other Asian markets 
that depend on LAB imports. This is where the new GCC may 
come into play.

In southeast Asia, LAB demand is largely supplied from Thai 
Oil and Japan’s Mitsui & Co’s 100,000 tonnes/year Labix 
plant. With other major Asian producers also supplying to the 
region, demand is considered more or less covered.

With new competition coming, market players on both sides 
predict that supply will outpace demand in the near future. 
Who will grab the biggest market share is the big question.
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