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BRIGHTSTocK ovERSupply SuRpRISES, TIGHTER  
lIGHTER GRAdES SquEEzE GRoup III SpREAd 

Issues at certain European refineries towards the end of 
2016 had brought about tight market conditions, which 
have carried over into the start of 2017.

Although issues at the aforementioned refineries are 
thought to have been resolved, some refiners have said 
they are focusing on increasing inventories and covering 
contractual obligations and will not be back in the spot 
market before February or March.

Domestic European SN150 and SN500 prices firmed 
at the start of 2017 because of the limited availability 
of both grades, with players on the European export 
market negotiating at levels above the ICIS European 
export highs.

Conversely, brightstock remains healthy in availability, 
with price decreases seen by the majority of sources.
As a result, domestic and export prices for brightstock 
came down, with lower prices still noted on the  
export market.

Heading into early 2017, some sellers had been offering 
package deals of several Group I grades to use tight 
light availability to mitigate the weaker brightstock  
prices, according to market sources, often characteristic 
of a very short market.

One market player said that strong demand from the 
Middle East, India and East Asia should underpin  
brightstock prices and limit decreases.

However, other players believed that healthy supply and 
a lack for demand for brightstock from Nigeria means 
that price drops were to be expected.

The current scenario is worlds apart from market  
expectations following a spate of Group I capacity  
closures in Europe over the past few years, brought 
about by increasing market share of Group II and Group 
III base oils.

This left most expecting brightstock to become extremely 
tight in supply and even becoming a niche product  
further down the line, as brightstock is unique in that 
there are no grades in the other groups with an  
equivalent viscosity.

Evidently, this has not been the case, with the market 
surprised by the gradual tightening of supply of SN150 
and SN500 and lengthening of brightstock.

Players have attributed this lengthy supply of brightstock 
to a number of factors.

Firstly, it was suggested that producers had maximised 
brightstock production in the expectation prices would 
soar amid the expected tight conditions.

Secondly, buyers were said to have covered their needs 
in advance of the closures amid suggestions of tight 
market supply to come, therefore needing less spot 
material later on.

Thirdly, a lot of European brightstock tended to go to 
countries in Africa, Nigeria in particular, but demand has 
dropped from this country amid credit issues, making 
deals difficult to finance.

Whether brightstock remains widely available for the 
rest of the year remains to be seen, but sources do 
tend to see limited supply of SN150 and SN500 as an 
ongoing situation at least during the first half of the year, 
especially with the seasonal refinery maintenance  
season due to take place in the coming months.

The European Group I base oils market has got off to an unexpectedly bullish start in 
2017, amid continued tight market supply of SN150 and SN500. 
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Europe eyes narrower spread for GI, GIII base oils

Meanwhile, as the Group I base oils trend contradicted 
expectations, the gap between Group I and Group III 
base oils in Europe has narrowed in early 2017, which 
sources say is nearly unprecedented.

The growth of Group III production has put a cap on 
prices while tighter availability of lighter grades in  
Europe has pushed up truck values.

In January 2017, the ICIS low price for Group I grade 
SN150 rose €30/tonne to €580/tonne FCA (free carrier) 
NWE (northwest Europe).

This has squeezed the gap between truck prices for 
SN150 and 6cSt (centistoke).

The ICIS low for Group III base oils 6cst stood at  
€645/tonne FCA NWE on 7 February.

This is significant because it indicates some demand 
could begin to shift more readily between the two 
grades.

The background to this is not new: a handful of players 
have closed their European Group I plants in the past 
two years, including Kuwait Petroleum and Shell.

The 2015 closures amounted to 1.5m tonnes/year, 
around a quarter of European capacity, Valentina 
Serra-Holm, marketing director at Nynas AB, said in 
November 2015 at the 4th ICIS African Base Oil and 
Lubricants Conference in Johannesburg, South Africa.

Looking at Group III, a recent addition to the pool of 
supply is Adnoc’s Ruwais refinery in Abu Dhabi.  

Believed to have started up in summer 2016, it can 
make up to 500,000 tonnes/year of Group III base oils 
(4cSt, 6cSt and 8cSt). 

Spain’s Repsol and Korea’s SK Corporation opened 
their 630,000 tonne/year plant in September 2014 at 
Cartagena, two-thirds of which is understood to create 
Group III.

Other key waypoints in this transition include Shell’s 
Pearl GTL (gas to liquid) plant, ExxonMobil’s Group II 
expansion plants at the refinery in Rotterdam, and the 
SK/Repsol supply in Spain.

Another development has been the August 2014  
start-up of Chevron’s Group II Pascagoula base oil plant 
in the Mississippi, a key European supplier.

As Europe travels through this transition period, the 
market is expected to look very different in a few  
years’ time.
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