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SOFTER Q1 US ACETIC ACID, VAM 
MARKETS
By Tarun Raizada 

HOUSTON (ICIS)--US vinyl acetate 
monomer (VAM) supplies will be healthy to 
start 2017, with no ongoing supply issues or 
production problems.

Market sources are saying that the planned 
turnaround season will begin at the end of 
Q1 2017, at which time supply will tighten 
somewhat.

Meanwhile, demand will remain soft at the 
beginning of 2017, with supply readily able 
to meet demand. Demand will pick up over 
the summer during the peak paints and 
coatings season.

The biggest use for VAM is in the 
production of base resins for water-based 
paints, adhesives, paper coatings, films, 
textile finishes and chewing gum.

US VAM spot export prices are likely to 
fall further as demand in Latin America 
continues to be weak due to economic 
conditions in the region.
US VAM contract prices are expected to 
be flat to slightly down for the start of 2017. 
Feedstock ethylene prices are expected 
to stay stable on the low side, barring any 
production issues. Methanol prices have 
been at yearly highs, but have not had 
a major impact on acetic acid and VAM 
pricing

US acetic acid supplies will be long to 
start 2017, as demand remains soft due to 
downstream markets.

Downstream polyethylene terephthalate 
(PET) demand will be seasonally weak 
during the winter, with demand picking up 
over the summer as the weather warms 
up and consumption of bottled beverages 
increases.

Acetic acid’s use in oil and gas well 
completions is beginning to show some 
signs of life as oil prices rebound.
Acetic acid is largely used to manufacture 
VAM, which accounts for one-third of acetic 
acid consumption. 

The second largest derivative for acetic 
acid is purified terephthalic acid (PTA). PTA 
is the fastest growing outlet for acetic acid, 

with demand being driven by a boost in 
PET bottle resins and polyester fibre.

ACIDS
ACETIC ACID/VAM

Company Location Timing

Celanese Clear Lake, Texas 1,350,000 t/yr 

DuPont de Nemours & Co LaPorte, Texas  80,000 t/yr 

Eastman Chemical Co Kingsport, Tennessee 277,000 t/yr

Eastman Chemical Co Texas City, Texas 590,000 t/yr

LyondellBasell LaPorte, Texas 544,000 t/yr 

Celanese Bay City, Texas  300,000 t/yr  

Celanese Clear Lake, Texas  310,000 t/yr 

Dow Chemical Co  Texas City, Texas 365,000 t/yr

Kuraray Co Ltd  LaPorte, Texas 335,000 t/yr

LyondellBasell LaPorte, Texas 385,000 t/yr 

US acetic acid capacity 

US VAM capacity  
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US ACRYLATES EXPECTED 
STEADY AMID SNUG SUPPLY
By Larry Terry 

HOUSTON (ICIS)--US acrylic acid and 
acrylate esters demand in 2017 is likely to 
trend flat with 2016 or fare slightly better, in 
line with higher GDP forecasts.

Most sources pegged year-on-year growth 
in 2016 at an average of 5%, and 2017 
estimates are similar, especially with GDP 
estimated stronger but not significantly.

The US acrylates market typically follows 
GDP, so growth in 2017 is anticipated a little 
better than in 2016 – about 2-2.5% by some 
estimates.

A bit more optimistic is Moody’s Analytics 
estimate of US GDP growth at just below 
3.0% in 2017, but above 3.0% in 2018 due 
to fiscal stimulus expected from President 
Donald Trump in the form of federal 
infrastructure spending and tax cuts.

US GDP growth has not risen above 3% 
since the end of the 2008-2009 recession.

Also driving a mostly optimistic near-term 
acrylates outlook is the first-quarter 2017 
paint-blending season, which seasonally 
boosts demand for acrylic acid ahead of 
typically peak spring coatings demand in 
the second quarter.

Acrylates pricing headwinds, however, 
could include potential pressure from 
volatile primary feedstock propylene and 
some forecasts of increased snowfall in the 
winter of 2017. Inclement winter weather 
could dampen and/or delay the usual 
seasonal spring-demand highs.

As for how demand levels will balance with 
supply, a seller said it anticipates a snug 
market.

“We will keep our domestic customers 
supplied, primarily,” the producer said. “We 
will have enough to satisfy US demand 
which, if you look downstream, usually 
reflects GDP. I don’t see anything different 
from the capacity side, just keeping pace 
with demand.”

Though there were some operational issues 
in 2016, the market was broadly disciplined 
regarding price and supply constraints, a 
source said, and it expects the same in 
2017.

Acrylates are commonly used to make 
products including paint and coatings, 

ACIDS
ACRYLATES

plastics and construction and pressure-
sensitive adhesives.

US acrylates suppliers include Arkema, 
BASF, Dow Chemical and Sasol.

Company Location Timing

Dow Chemical Deer Park, Texas 580,000 t/yr 

Arkema Clear Lake  270,000 t/yr 

BASF Corp - Chemical Division Freeport 230000 t/yr

American Acryl Bayport, Texas 120,000 t/yr

Dow Chemical Co Taft, Louisiana 110,000 t/yr 

US Acrylic Acid capacity, tonnes/year
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US HCL GAINS HOPE WITH 
DRILLING RISE
By Bill Bowen 

HOUSTON (ICIS)--For the US hydrochloric 
acid (HCl) market, there is one thing that 
most participants agree on: 2017 is likely 
to be better than 2016. Or 2015. 

For the first time in two years, producers 
and sellers were able to get a price 
increase implemented in late 2016 when 
drilling activity began to recover after 
bottoming out in May. 

A second increase failed. But most market 
participants agree that prices are likely to 
firm as 2017 goes along.

The only question participants have is 
simple and oft-stated: When will oil prices 
regain $65/bbl?

No one knows, though many have 
opinions. Projections, such as they are, 
tend to agree that it will likely be the 
second half of 2017 that crude oil prices 
may begin the recovery that US acid 
sellers say will turn their acidulous market 
sweet.  

That is the level that most expect will help 
fuel a full-scale return to the glory days of 
2013 and 2014 when demand was against 
the ceiling and prices broke through it.

At the dawn of the new year, the US HCl  
market appears set for a 2017 that may 
include some slow upward price movement 
and a return of something closer to 
balance, if not the bounding demand and 
upward prices brought by frenzied drilling 
activity.
But most participants believe that the 
market will continue to loll with long supply 
weighing on prices as it has since sinking 
oil prices dragged drilling activity to a 
crawl. That brought a collapse of US HCl 
prices in early 2015 and the aftermath still 
ripples through the markets.

US HCl market participants are still 
watching oil prices and projections closely 
for signs of when life may return to their 
own market. The outlook remains rather 
grim.

HCl, a mature industrial chemical that 
traded at a penny a pound, had found new 
life as it became a key ingredient in the 
hydraulic fracturing process, the pounding 
of underground shale layers to create 
fissures to release crude oil and natural 
gas from rock.

That new demand brought a raft of new 
plants and on-purpose manufacture of HCl, 
also a by-product of a number of chemical 
manufacturing processes.

ACIDS
HYDROCHLORIC ACID

New plants came online at the pace of 
about one every six months from 2013 
through 2015 and two newly built plants 
are still trying to straighten out technical 
problems so that they can launch 
applications.

Prices ballooned to above $300/wet ton 
in early 2013, before settling back some 
as new plants came on line. By late 
2014, during the peak drilling period with 
more than 1,900 drilling rigs working in 
US oil fields, prices pushed up above 
$220/wet ton.
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Then oil prices collapsed and drillers exited 
the fields. Prices fell from an average of 
$230/wet ton to below $90. Today they are 
at $50/wet ton.

But that reflects a small increase producers 
and distributors were able to obtain in the 
market in October after almost two years of 
sliding prices. 

Drilling activity has begun to pick up, 
up to 637 rigs by mid-December. Their 
number bottomed out in May at 404. Those 
numbers are down from a peak of 1,930 
rigs in late 2015. 
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US METHANOL DEMAND, 
PRODUCTION SET TO GROW
By Bobbie Clark

HOUSTON (ICIS)--US methanol demand 
will only become stronger in 2017, but so 
will domestic production capacity. 

The start-up of OCI’s Natgasoline methanol 
plant in Beaumont, Texas, is on schedule to 
start production in the second half of 2017, 
the company said. 

At 1.8m tonnes/year, it would be the largest 
operating plant in the country, edging out 
the Celanese/Mitsui joint venture in Clear 
Lake, Texas, which has 1.3m tonnes/year 
of capacity. 

When that plant came online in October 
2015, prices, both contract and spot, began 
to fall to multi-year lows. They continued on 
that trajectory until about half-way through 
2016.

That’s when plant outages in nearly every
corner of the globe had countries in Europe 
and Asia looking to the US to fill a supply 
void. 

Additionally, methanol-to-olefins (MTO) 
production in China has continued to grow, 
with two additional plants online in the 
second half of 2016 and another expected 
online in 2017. 

Traditional methanol demand in the US has 
also remained strong, as mild weather for 
much of the year extended the construction 
season. 

However, the Natgasoline plant will bolster 
US capacity by 30% when it comes online. 
A trader said this will have a significant 
impact on prices. 

In 2015, US capacity more than doubled, 
sending prices to historic lows. Only when 
trade flows became established, and 
supplies got short in other regions, did US 
prices began to recover. 
“The impact won’t be as dramatic,” the 
trader said. “But you can’t increase 
capacity by that much and not see prices 
weaken.”

ALCOHOLS
METHANOL
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The new plant will also likely impact the 
methanol trade deficit in the US, which has 
fallen by 56% year on year, according to 
the latest data from the International Trade 
Commission (ITC).

The US remains a net importer of 
methanol, but exports continue to grow, 

with Korea, France and China taking in the 
most product.
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US OXO-ALCOHOLS DEMAND 
EXPECTED FLAT
By Larry Terry 

HOUSTON (ICIS)--US oxo-alcohols 
demand in 2017 is expected to be flat to 
slightly better than in 2016 – especially if 
next winter is broadly mild.

Most sources pegged year-on-year 
growth in 2016 at an average of 5%, 
deriving principally from demand from 
the predominant downstream paint and 
coatings sector.

Some sources predict year-on-year demand 
will be virtually unchanged in 2017, but 
others expect some improvement on 2017 
GDP estimates.

The domestic oxo-alcohols markets 
typically follow GDP, so growth in 2017 
could improve on the gain in GDP – about 
2-2.5%, by some estimates.

A bit more optimistic is Moody’s Analytics 
estimate of US GDP growth at just below 
3.0% in 2017, but above 3.0% in 2018 due 
to fiscal stimulus expected from President 
Donald Trump in the form of federal 
infrastructure spending and tax cuts.

US GDP growth has not risen above 3% 
since the end of the 2008-2009 recession.

Also driving a mostly positive near-term 
oxo-alcohols outlook is the first-quarter 
2017 paint-blending season, which 
seasonally boosts demand ahead of 
typically peak spring coatings demand in 
the second quarter.

Oxo-alcohols supply is largely expected 
to balance or slightly lag demand in 2017, 
sources said. Part of that sentiment stems 
from slightly heightened demand in the 
spring and summer of 2016, which taxed 
inventories more than usual.

On the production front, BASF will start 
up its new 2-ethylhexanol (2-EH) plant in 
Pasadena, Texas, within the first half of 
2017, the company said.

And in November 2016, UK-based Green 
Biologics, an industrial biotechnology and 
renewable chemicals company, began its 
first commercial shipments from its new bio-
based n-butanol (NBA) and acetone plant in 
Little Falls, Minnesota.

ALCOHOLS
OXO-ALCOHOLS 

In 2015, the company raised $76m in 
financing to re-purpose a 21m gal/year 
(79m litre/year) ethanol plant at the site. 
Formerly known as the Central MN Ethanol 
Cooperative (CMEC), the site was acquired 
by Green Biologics in December 2014.

NBA is used as a solvent and to produce 
butyl acrylates for the coatings and 
adhesives industries. Smaller-volume uses 
are in acetate and glycol ether formulations.

Among the major uses for 2-EH are as 

a feedstock for chemicals used in the 
production of paint, automobiles, adhesives 
and plasticizers, and in building and 
construction markets.

US oxo-alcohols producers include BASF, 
Dow Chemical, Eastman and Oxea.

Company Location Timing

Oxea Corp Bay City, Texas 287,500 t/yr 

Dow Chemical Co. Taft, Louisiana  270,000 t/yr 

Dow Chemical Co.  Texas City, Texas 255,000 t/yr

BASF Corp - Chemical Division Freeport, Texas 240,000 t/yr

Eastman Chemical Longview, Texas 137,000 t/yr

Sasol North America Lake Charles, Louisiana 100,000 t/yr 

Texmark Chemicals Houston, Texas 10,000 t/yr

US n-butanol capacity, tonnes/year
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US BENZENE STRONG, BUT 
UNCERTAINTY REMAINS 
By Jessie Waldheim 

HOUSTON (ICIS)--While benzene values 
have been strengthening in late 2016, the 
market is uncertain that the strength will 
hold moving into 2017.

US spot benzene prices have been climbing 
since early November, strengthened by a 
variety of factors

A rally for upstream crude oil values 
lifted benzene prices in early to mid-
November. While crude oil levelled off 
around to around $50/bbl in mid-December, 
benzene continued climbing on its own 
fundamentals. 

On the supply side, there was tightness 
in the benzene market due to issues at 
several US Gulf refineries including a 
several-days shut down of crude distillation 
and downstream units at a Marathon 
refinery in late November and a fire at an 
Exxon refinery also in late November.

On the demand side, China’s appetite 
for benzene ahead of its Lunar New Year 
holiday pushed up prices in the US. Market 
sources estimate up to 25,000 tonnes of 
benzene was fixed for export to China 
during December.

The combination pushed benzene prices 
during December to their highest point of 
2016 and widened the spread between the 
aromatic and upstream crude oil futures to 
one of its wider points during the year.
But the December gains could be 
temporary, with units restarted at the 
refineries and with the window closed for 
shipments to reach China ahead of its 
holiday season. Market sources are unsure 
if demand for exports to China will return 
after the Lunar New Year season. If the 
demand does return, benzene prices could 
strengthen again in February.   

Looking further ahead, the benzene market 
is expected to be under some downward 
pressure from softness in consumption 
levels in 2017. 

AROMATICS
BENZENE
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Downstream consumption in the first quarter 
is expected to be impacted by maintenance 
outages or partial outages at several styrene 
plants. Styrene is the largest consumer of 
US benzene and has a strong influence on 
benzene pricing. 

The second largest consumer of US benzene 
is the phenol sector, for which benzene 
consumption in 2017 is expected to remain 
relatively steady to 2016 levels despite the start-

up of a second line for one phenol producer. 
During 2016, consumption had been lower than 
the prior year due to some rationalisation.

Another part of the benzene derivative picture 
is nylon, for which benzene consumption is 
expected to be lower in 2017 after the closure 
of caprolactam (capro) production at a plant in 
Georgia due to unfavourable market conditions. 
Capro is an intermediate chemical in the nylon 
chain.
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However, lower import levels could 
counteract lower consumption levels, 
especially in the first quarter during the 
styrene turnarounds. Shipments expected 
to be sent from South Korea to the US in 
November were about 20% lower than the 
previous months, which could hamper US 
import levels in January. South Korea is the 
largest source of US benzene imports.

The US benzene market is structurally short 
and relies on imports to meet about 20% of 

consumption. Low import levels can drive 
benzene prices higher. 

Benzene prices should continue to be 
supported by an upstream market which is 
expected to be stronger than in 2016. The 
Energy Information Administration (EIA) 
in its most recent Short Term Outlook is 
predicting WTI and Brent crude oil prices 
to remain near $50/bbl for the first half of 
2017 and reach around $55/bbl by the end 
of 2017. 
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US PX CAPACITY FLAT, 
UTILISATION RATES UP 
By Robbie Wilcox

HOUSTON (ICIS)--Capacity for the US 
paraxylene (PX) market will likely be flat 
through 2025, according to ICIS data.

Over the years, the economic crisis, along 
with problems specific to the PX sector, has 
led to some capacity rationalisation in the 
US.

While US PX capacity is expected to remain 
steady, demand should rise because of a 
new derivative plant that Mossi and Ghisolfi 
(M&G) will start up in the second quarter in 
Corpus Christi, Texas.

The plant will have a capacity of 1.1m 
tonnes/year for polyethylene terephthalate 
(PET) 1.3m tonnes/year for purified 
terephthalic acid (PTA).

Given the outlook for demand growth and 
capacity steadiness for PX, the North American 
utilisation rate will likely rise to 69% in 2025 
from 59% in 2016, according to ICIS data.

The following chart shows the ICIS forecast 
for PX utilisation rates in North America.

AROMATICS
PARAXYLENE

As 2016 ended, PX contracts were 
assessed higher for December with a 
1.5 cents/lb ($33/tonne) increase at 42.0 
cents/lb ($926/tonne). The December 
2016 settlement followed three 0.5 cent/
lb increases in September, October and 
November.

The chart shows PX prices during 2016.
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US exports of PX for October dropped 29% 
year over year, while imports fell 8% over the 
same period, according to the latest trade 
data released by the US International Trade 
Commission (ITC).

The top PX export destination was Mexico, 
which purchased 28% less volume month on 
month in October.  Mexico purchased 69% of 
all US PX exports in October.

PX is used to make PTA, which goes into 
PET, which is used to produce beverage 
bottles, among other uses. PTA is also used 
in the production of polyester fibre.

The orthoxylene (OX) market share is much 
smaller than PX. However, OX is used to 
make phthalic anhydride (PA), which is used 
as an intermediate in plasticizers.

Major PX producers in the US include BP 
Chemicals, Chevron Phillips Chemical, 
ExxonMobil, Flint Hills Resources and 
LyondellBasell. Major OX producers in 
the US include ExxonMobil, Flint Hills and 
LyondellBasell.
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TIGHT US STYRENE MARKET 
POISED FOR TURNAROUNDS
By David Love

HOUSTON (ICIS)--The US styrene market 
is entering 2017 with tight supply and high 
prices, amid unexpected shutdowns in late 
2016 and upcoming planned turnarounds in 
the first quarter.

US styrene spot prices began to firm on 13 
October, and by early December prices hit 
the highest level since August 2015.

Supply quickly tightened in the US market 
following a fire on 13 October at Westlake 
Chemical’s 259,000 tonne/year plant in 
Lake Charles, Louisiana. The plant was 
back to full operations by mid-November.

About one week after the fire, INEOS 
Styrolution took its 450,000 tonne/year 
Texas City, Texas, styrene plant down after 
it encountered mechanical issues. The plant 
was back up in the first-half of December. 

One producer, commenting on the volatility 
in the styrene market, said that the concern 
at this point is the fact that there are several 
styrene plant turnarounds coming up in the 
first quarter. The producer wondered how 
much the recent outages would affect the 
building of inventory before the first-quarter 
turnarounds.

At this time, up to four separate turnarounds 
could be conducted in the first quarter in the 
US Gulf, but some of those turnarounds are 
unconfirmed by the producers. 

As a result of the upcoming maintenance 
plans, buyers may decide to hold more 
inventory at the end of 2016 than normal. The 
turnarounds will take place at the very time 
when US exports are typically very strong.

In addition to the supply tightness, the 
Asian market has been pulling heavily on 
supply in an attempt to build inventories. 
China, especially, is low on inventory, and 
continues to be a primary target for US 
styrene exports. One source said that 
China’s inventories are at half of their 
normal levels.

AROMATICS
STYRENE 

During the first nine months of 2016, China 
was the third-largest recipient of US styrene 
exports, behind Mexico and South Korea.

The biggest story with regard to US exports 
in 2016, however, was the emergence 
of South Korea as a major destination 
for shipments. The US exported 341,997 
tonnes of styrene to South Korea during the 
first 10 months of this year, which was up 
by 247% year on year. 

North American styrene producers include 
Americas Styrenics, INEOS Styrolution, 
LyondellBasell Chemical, Pemex, Shell 
Chemicals Canada, Total Petrochemicals 
and Westlake Styrene.
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US TOLUENE TO TRACK 
GASOLINE, AROMATICS
By Zachary Moore 

HOUSTON (ICIS)--US prices for toluene 
are likely to follow developments in markets 
for gasoline and other major aromatics such 
as benzene and xylene.

The US toluene market is structurally long 
with much recoverable product being left 
in the gasoline pool.  Toluene can be used 
as an octane booster in gasoline.  This 
source of demand generally peaks during 
the summer season as summer gasoline 
specifications do not permit the use of 
cheaper octane boosters such as butane.
  
In 2016, ample supplies of gasoline in the 
US kept toluene prices depressed during 
the normal high season.

For 2017, the Energy Information 
Administration (EIA) projects a new record 
high figure for gasoline consumption in the 
US, suggesting that toluene prices may find 
some support from the gasoline market.

In the chemical industry, toluene is most 
commonly used as a feedstock to produce 
other aromatics such as benzene and 
xylene.  

According to ICIS projections for 2016, 
around 44% of toluene consumption in the 
US chemical sector is accounted for by 
toluene disproportionation (TDP), which 
converts toluene into benzene and xylenes.
 
Standard TDP units producers an equal 
mixture of benzene and xylene while 
selective toluene disproportionation (STDP) 
produces a PX-rich stream of MX with 
benzene as a co-product.  

Another 34% of US chemical consumption 
for toluene is accounted for by Toluene 
hydrodealkylation (HDA), which converts 
toluene into benzene and methane.

AROMATICS
TOLUENE 
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Market participants closely watch price 
spreads between toluene, benzene and 
xylenes to gauge the profitability of toluene 
conversion units and unfavourable spreads 
between toluene, benzene and xylenes can 
weaken operators’ incentives to run these 
units.  

US trading sources say that conversion 
unit operators look for a premium of at least 
20 cents/gallon to justify the economics of 
toluene to benzene conversion.

According to ICIS projections for 2017, TDP 
is expected to grow to take a 48% share 
of chemical demand for toluene while HDA 
demand will slide to around 31%.  Other 
key toluene derivatives include toluene 
di-isocyanate (TDI), a major raw material 
for the polyurethanes industry, and toluene 
demand from the solvents sector.

According to ICIS projections for 2017, 
TDI will account for around 9% of chemical 
demand for toluene while solvents will 
account for around 5%.
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US XYLENES TO SEE HIGHER 
DEMAND, FEWER EXPORTS
By Zachary Moore 

HOUSTON (ICIS)--The US xylenes market 
enters 2017 in the midst of a major shift in 
the country’s position in global trade flows.

Historically, the US has been a significant 
net exporter of both mixed xylenes (MX) 
and MX derivatives, principally to Asia. 
In recent years, however, Asia has been 
building up large new capacity reserves of 
both MX and paraxylene (PX), the most 
widely-used MX chemical derivative.  

According to ICIS data, PX accounts for 
more than 80% of chemical demand for MX, 
with the share expected to continue to grow 
in the years ahead.

As a result of the large build-up in Asian 
MX and PX capacity, US exports of both 
products are expected to fall.  For MX, 
the US has moved from a large net export 
position to a small net import position. 
Forecasts call for the US xylenes market to 
remain a small net importer in the next few 
years.

Although export opportunities for US MX 
suppliers are narrowing owing to large 
new capacity additions in Asia, domestic 
demand for MX is set to grow over the next 
few years.

According to ICIS data, MX demand in 
the US was flat from 2015 in 2016, but is 
expected to begin growing again in 2017 
and to move back above the levels seen 
before the 2008-2009 financial crisis by 
2020.

Demand growth for MX is driven on the 
chemical side by PX, a key feedstock 
used in the manufacture of polyesters and 
polyethylene terephthalate (PET). 

Producers are aggressively building up PET 
capacity throughout the world and Italy’s 
M&G is expected to begin production at 
a new 1.1m tonnes/year plant in Corpus 
Christi, Texas, in the first quarter of 2017.

According to the Energy Information 
Administration (EIA), the US is likely to 
set an all-time record for gasoline exports 
in November 2016 while the agency also 
projects a new record high figure for 
gasoline consumption in the US. In addition 
to its chemical uses, MX is also used as an 
octane booster in gasoline blending.  

AROMATICS
XYLENES
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In the summer of 2016, ample US supplies 
of octane components kept MX prices 
relatively depressed, marking a sharp 
change from 2015, when large volumes of 
MX were exported for gasoline blending, 
pushing prices higher in the summer.  

Spot MX prices reached their high point for 
2016 in October owing to supply limitations. 
Prices came back down in November but 
rose again in December after an OPEC 
agreement to limit crude oil production 
pushed up crude oil and gasoline prices.

MX is typically extracted from refineries 
along with other aromatics, but refiners have 
the option of leaving MX in the gasoline 
pool when this seems more economical 
than selling MX or its derivatives for refiners 
integrated with MX derivate production.   
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US BIODIESEL FACES NEW LEVEL 
OF UNCERTAINTY
By Leela Landress de Perez 

BUENOS AIRES, Argentina (ICIS)--The 
highly politicised US biodiesel industry 
faces more uncertainty than ever before 
amid increasing federally-mandated blend 
volumes and in addition to concern that the 
$1/gal federal tax credit will not be renewed.

In a surprising move for the industry, 
President-elect Donald Trump has 
nominated Oklahoma Attorney General 
Scott Pruitt to run the US Environmental 
Protection Agency (EPA).

The choice puts in charge one of the 
agency’s most hostile critics and a sceptic 
of climate change science.

The news of the expected nomination drew 
sharp criticism from environmental groups.

The appointment lends more uncertainty 
into what the Trump presidency will mean 
for renewable energy.

Despite higher federally mandated blend 
volumes finalised for 2017, uncertainty is 
rampant.

The EPA released its final rule for 
renewable volume obligations (RVO) under 
the renewable fuel standard (RFS) in 
November 2016.

The final volumes represent continued 
growth over historic levels. The final 
standards meet or exceed the volume 
targets specified by the US Congress for 
total renewable fuel, biomass-based diesel 
and advanced biofuel, the EPA said.

Biodiesel industry players were hoping 
Congress would pass a tax extenders 
package including a biodiesel producer’s 
credit, which expires on 31 December 2016.

In July 2016, a bill was introduced in the 
US Senate to extend the $1/gal biodiesel 
tax credit through 2019 and restructure 
the incentive from a blenders credit to a 
domestic production credit. 

Senators Chuck Grassley, a Republican 
from Iowa, and Maria Cantwell, a Democrat 
from Washington, introduced the legislation, 
which features 12 additional co-sponsors. 

The bill mirrors House legislation (HR 
5240) introduced earlier this year by 
Representatives Kristi Noem, a Republican 
from South Dakota, and Bill Pascrell, a 
Democrat from New Jersey. 

Since its inception more than a decade 
ago, the biodiesel tax incentive has been a 
blenders credit. 

Under this structure, foreign biodiesel 
imported to the US and blended with 
petroleum diesel in the US is eligible for the 
tax incentive. 

It now seems that the tax incentive likely 
won’t pass in 2016 and the industry will 
have to push for the credit in 2017, under a 
new and possibly adversarial presidency.

FEEDSTOCKS
BIODIESEL

EPA RVO Final Rule  2015 2016  2017 2018  

Cellulosic biofuel (m gal)  123  230  311  n/a

 Biomass-based diesel (bn gal)  1.73  1.90  2.00  2.10

 Advanced biofuel (bn gal)  2.88  3.61  4.28  n/a

 Renewable biofuel (bn gal)  16.93  18.11  19.28  n/a

Back to Quick Navigation     |   18Copyright 2017 Reed Business Information Ltd. ICIS is a member of RBI is part of RELX Group plc. ICIS accepts no liability for 
commercial decisions based on the content of this report. Content published between December 2016 to January 2017.

So
ur

ce
: E

ne
rg

y 
In

fo
rm

at
io

n 
Ad

m
in

is
tra

tio
n 

So
ur

ce
: E

PA



TRUMP SHOULD HELP MAINTAIN 
CRUDE PRICES
By Ignacio Sotolongo

HOUSTON (ICIS)--The election of Donald 
Trump has created exuberance and global 
anxiety at the same time by turning the 
world order on its head on the back of a 
wave of anti-establishment sentiment.

Expectations of lower taxes, robust 
government spending on infrastructure 
and relief from governmental regulations, 
which will ease financial and environmental 
control, have boosted stock markets and 
helped lift the value of the US dollar against 
a basket of currencies.

US oil producers will benefit from higher oil 
prices if OPEC’s agreement holds but could 
also delay the market’s rebalancing.

The US remains the third largest oil 
producer in the world, behind Saudi Arabia 
and Russia, and has taken the mantle of 
“swing producer” by substantially trimming 
foreign imports, mainly from OPEC 
producers.

Canada, Mexico and Saudi Arabia are 
expected to remain the top three suppliers 
of foreign material.

US oil production peaked at around 9.3m 
bbl/day in 2015, despite the fact that 
OPEC had abandoned its quota system in 
November of 2014. Output declined steadily 
as investment money dried out, wells were 
abandoned and a number of companies 
were driven out of business.  Production 
has been averaging 8.5m bbl/day according 
to EIA data.

The Baker Hughes weekly oil rigs report 
has shown shale drillers steadily adding 
rigs, primarily due to improved efficiency 
and as a result of hedging price exposure 
in response to higher oil prices down the 
forward curve in oil futures prices.

From a record high of 1,609 rigs in 2014, 
the count fell to around 316 in early 2016 
but recently showed a recovery towards 
498 rigs, still well below the peak.

Since the crude oil export ban was lifted 
by the US government at the end of 2015, 
US crude oil has been exported to several 
countries but overall, it has remained a 
marginal business.

Even though the volume should remain 
small, it will help limit the pace of inventory 
accumulation in the US but not necessarily 
in other locations.

According to the EIA, US crude exports 
have been averaging 500,000 bbl/day, with 
Canada the main recipient but with test 
cargos having moved to other destinations.

Sophisticated US refineries have also 
benefited from rising demand for refined 
products in Latin America due to the lack 
of refining capacity in the area and should 
maintain an edge in the coming year.

From a geopolitical point of view, the US 
remains in a strong position of energy 
security, if not energy independence, and 
this will prevent the use of oil by other 
nations as a political tool.

FEEDSTOCKS
CRUDE
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US ETHANE DEMAND TO 
STRENGTHEN ON NEW CRACKERS, 
EXPORTS
By Bobbie Clark 

HOUSTON (ICIS)--US ethane prices have 
doubled since the beginning of 2016, mostly 
owing to much stronger natural gas and 
crude oil values. 

US spot prices began 2016 at a historical 
low of 13.50 cents/gal. Ethane has been 
trading at 25.00-27.00 cents/gal during the 
last few weeks of the year.

Demand was limited and supplies were 
strong when the year began. Export 
terminals were still under construction, and 
ethylene plants were starting the first wave 
of a heavy turnaround season that lasted 
most of the year. 

However, prices should continue to rise in 
2017, as exports and new ethylene plants 
boost demand.

The first exports of ethane departed US 
shores this year. Sunoco Logistics opened 
its Marcus Hook Terminal in Pennsylvania 
in the first quarter. The first shipment from 
that facility left in early March, headed for 
INEOS’s Rafnes cracker in Norway. 

In July, Enterprise Products Partners 
opened its ethane export terminal at the 
Houston Ship Channel in Texas. The 
first shipment of ethane left that facility in 
September. It was also going to an INEOS 
cracker in Europe.

Accordingly, the US Energy Information 
Administration (EIA) reported exports in 
September were at their highest level ever 
at 3.5m bbl. Exports have been steadily 
increasing since 2014. 

FEEDSTOCKS
ETHANE
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Currently, Canada is the primary market for 
US ethane. However, sources said exports 
will increase in 2017, as Europe and Asia 
become bigger importers. 

US ethane prices may not look as 
favourable to those overseas once the 
first wave of new crackers comes online in 
2017. 

Occidental Chemical/Mexichem’s 544,000 
tonne/year cracker in Ingleside, Texas, will 
be the first to come online, scheduled for a 
first-quarter start-up. 

If all goes according to plan, there will be at 
least five more crackers running by the end 
of the year, which would increase ethane 
demand by more than 7m tonnes. 

Many market players believe this dramatic 
uptick in demand will leave the US Gulf 
(USG) short of ethane. So it will become 
integral to develop infrastructure that 
frees stranded ethane from infrastructure-
disadvantaged regions, such as US 
northeast or Rocky Mountains region. 

Enterprise Products Partners CEO Jim 
Teague said in a recent investor call 
that they could build a pipeline from the 
Marcellus Shale field in the US northeast 
to the USG in 18 months from the time of 
decision.

This lack of infrastructure is a primary 
reason that rejection has been estimated 
at 500,000-700,000 bbl/day, depending on 
location. 

Ethane rejection is a process in which 
ethane is left in the natural gas stream and 
sold with methane to power, cool and heat 
homes, businesses and manufacturing 
facilities.

Rejection normally happens when ethane’s 
fuel value, or MMBtu equivalent, falls below 
the natural gas price. 

Lately, the rising price of natural gas, due 
to seasonal demand factors, has pressured 
ethane fractionation margins into the 
negative, encouraging even more rejection. 

Regardless, demand will soon outweigh 
supply when it comes to the ethane 
market. 

Houston-based consultant Dan Lippe 
noted that ethane prices spiked 
dramatically in the weeks leading up to the 
first ethane exports. 

He said there has also been a lot of 
pre-buying as crackers come back from 
turnaround, and there will be more as the 
new crackers come online. 

“Pre buying enables chemical companies 
to minimise their impact when four or five 
new plants will start up within a 12-18 
month period,” he said. “Sellers, however, 
will always know when a new buyer is 
making purchases in the spot market ... the 
universe of ethane buyers is so small that 
every new buyer will have an impact on 
prices – particularly if a significant fraction 
of inventory in storage belongs to domestic 
ethylene producers or international 
producers.”
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US NATURAL GAS PRICES COULD 
SOAR
By Adam Yanelli

HOUSTON (ICIS)--The US natural gas 
market entered this year’s winter demand 
season with storage near record high levels.

But with exports to Mexico expected to 
increase, fewer coal plants supplying the 
power grid and production predicted to fall for 
the first time since 2005, there are concerns 
that a colder-than-expected winter could lead 
to spikes in domestic gas prices.

According to the US Energy Information 
Administration (EIA), estimated current 
working gas in storage for the week ended 2 
December was 3.95tr cubic feet (tcf), around 
91% total capacity.

The front-month January contract price on the 
US Henry Hub benchmark was $3.42/MMBtu 
at the close of trading on 16 December.

EIA projected in its short-term energy and winter 
fuels outlook on 13 October that households 
will spend 22% more this winter for heating than 
they did last year, because of higher expected 
demand and higher fuel prices.

And earlier in December, the trade 
association Natural Gas Supply Association 
cited forecasts of colder weather and 
increased demand as potential drivers for 
higher natural gas prices this winter.

The EIA forecast called for Henry Hub spot 
prices to average $3.04/MMBtu in the fourth 
quarter of 2016 and $3.07/MMBtu in 2017.

Phil Flynn, a senior analyst with the US-based 
Price Futures Group, said he thinks the EIA’s 
estimates are conservative and optimistic, 
believing that prices are poised to soar even 
higher.

“I think that this decline in production is really 
a sign that this market is going to get very 
tight next year,” he said.

Flynn said $4.00/MMBtu is a soft target and 
could very well end up being the floor for 
natural gas prices in the US.

This is the first winter that LNG will be exported 
from the lower 48 states in the US now that 
Cheniere Energy has been operating its 
Sabine Pass export plant in the US Gulf. Also, 
pipelines being built to feed gas from the Eagle 
Ford into Mexico are expected to go online this 
winter, which will further ramp up demand.

“The exports will lead to a significant part of the 
US production that isn’t going to be available 
at a time when we are going to see a tighter 
market,” Flynn said. “I think the possibility of 
price spikes this winter are very high.”

Despite the US now exporting out of Sabine 
Pass, cargoes are still expected to be imported 
into the US, particularly into the northeast 
region through Everett in Massachusetts and 
Canaport in Canada. 

Paris-based energy company ENGIE has 
delivered multiple LNG cargoes into its Everett 
terminal near Boston, primarily from its position 
in Trinidad.

Everett is not a possible destination for LNG 
exports from Sabine Pass because of the 
Jones Act, a US federal law that requires that 
all goods transported by water between US 
ports be carried on US-flagged ships. There 
are no LNG carriers registered or licensed in 
the US.

Spain’s Repsol, which operates the Canaport 
terminal in New Brunswick, will likely require 
at least one spot cargo for January delivery, 
according to market sources.

FEEDSTOCKS
NATURAL GAS
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ASIA’S RISING PET PRESSURES 
LATIN AMERICA
By Ron Coifman

HOUSTON (ICIS)--Polyethylene 
terephthalate (PET) markets in Latin 
America are facing upward pricing pressure 
from recent hikes in Asia, according to 
sources.

Market participants discussed higher 
PET prices for Latin America, with likely 
implementation in January, despite 
abundant supply amid moderate demand.

Participants in Mexico noted that a 2 cent/lb 
increase for the domestic market was under 
discussion in December, for application in 
January.

Also, Mexico’s PET export prices were 
announced at an $80/tonne increase, of 
which sources said that $50/tonne has been 
implemented in December. The $30/tonne 
balance is under negotiation for January 
implementation.

In Brazil, the discussion on prices was 
ongoing. Buyers and sellers said that the 
Asia-driven increases would likely bring 
January domestic prices close to $1,157/
tonne DEL (delivered). The sources added 
that prices in Brazil could rise further in the 
near future if Asian prices keep increasing.

Brazil observes an import-parity pricing 
policy based on PET prices in Asia. 
However, demand for bottled drinks, 
preforms and PET resin has been so weak 
in 2016 that recent PET prices in Brazil’s 
domestic market have been below import-
parity levels.

PET prices in Brazil are assessed in a 
wide range, because logistics costs within 
the country vary greatly. If a preform 
manufacturer is located in the Suape region 
where PET resin is produced, domestic 
transportation costs are minimal. If a 
processing plant is located in a more distant 
state, transportation can be around $200/
tonne, according to sources.

Participants in Argentina said PET prices 
there were stable for December, and the 
outlook for the immediate future remained 
steady.

For countries along the Pacific coast of 
South America, PET prices were assessed 
higher in the second half of December, on 
higher Asian prices.

In North America, the high season for 
bottled drinks and PET resin ended with 
autumn weather, now turning into winter.
A demand uptick expected in Mexico in 
anticipation of the year-end holidays did not 
materialise, sources said.

In South America, the peak summer season 
started slowly with warming weather. 
Although far from spectacular, PET demand 
in Brazil was gradually improving, sources 
said.

The key factor for the firmer pricing 
outlook in Latin America for January was 
the December uptrend for Asia’s PET 
prices, which in turn were driven by higher 
upstream costs for monoethylene glycol 
(MEG), purified terephthalic acid (PTA) and 
paraxylene (PX).

FIBRE CHAIN
POLYETHYLENE TEREPHTHALATE (PET)

Meanwhile, longstanding economic, political 
and social issues in Brazil, Venezuela and 
Argentina continue to have a negative 
impact on business. Sources in Brazil and 
Argentina are optimistic that conditions 
will improve significantly in 2017, but the 
outlook for Venezuela is more difficult to 
project.

In addition to domestic uncertainties in 
various countries in Latin America, market 
participants have expressed concern about 
the policies that US President-elect Donald 
Trump might pursue once in office. 

Trump has voiced objections over current 
trade agreements and over US immigration 
policies, which could affect PVC business in 
Latin America and other global regions.

Rising crude oil prices are another source 
of market uncertainty, regional sources said.

Back to Quick Navigation     |   24Copyright 2017 Reed Business Information Ltd. ICIS is a member of RBI is part of RELX Group plc. ICIS accepts no liability for 
commercial decisions based on the content of this report. Content published between December 2016 to January 2017.



The International Monetary Fund (IMF) is 
expecting a recovery in GDP growth in Latin 
America for 2017, compared with 2016, 
according its World Economic Outlook 
of October 2016. The IMF projections for 
the Americas provide insight into general 
demand by country.

The IMF is projecting GPD growth in South 
America to rise from -2% in 2016 to +1.1% 
in 2017, according to its October projection. 
In its April publication, the IMF had projected 
South American GDP growth at -2% for 2016 
and +0.8% for 2017.

The numbers in the chart below show the 
GDP projections from the IMF’s World 
Economic Outlook for October 2016 and April 
2016, side by side for comparison.

The projections are mixed depending on 
country, with most countries expanding this 
year, while others, mainly Brazil, Argentina 
and Venezuela, continue to show negative 
growth in 2016.

  2016 2017  2016 2017  

North America 1.6 2.2 2.3 2.4

US 1.6 2.2 2.4 2.5

Canada 1.2 1.9 1.5 1.9

Mexico 2.1 2.3 2.4 2.6

P Rico -1.8 -1.4 -1.3 -1.4

South America -2 1.1 -2 0.8

Brazil -3.3 0.5 -3.8 0

Argentina -1.8 2.7 -1 2.8

Colombia 2.2 2.7 2.5 3

Venezuela -10 -4.5 -8 -4.5

Chile 1.7 2 1.5 2.1

Peru 3.7 4.1 3.7 4.1

Ecuador -2.3 -2.7 -4.5 -4.3

Bolivia 3.7 3.9 3.8 3.5

Uruguay 0.1 1.2 1.4 2.6

Paraguay 3.5 3.6 2.9 3.2

Central America 3.9 4.1 4.3 4.3

Caribbean 3.4 3.6 3.5 3.6

Oct-2016                              Apr-2016
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US VIRGIN, RECYCLED PET 
MARKETS OPTIMISTIC
By Robbie Wilcox 

HOUSTON (ICIS)--The US virgin 
polyethylene terephthalate (PET) and 
recycled polyethylene terephthalate (R-PET) 
markets are expected to improve in 2017, as 
compared to a pessimistic outlook in 2016.

This is due primarily to new capacity in 
Texas, along with less restrictive recycling 
and labeling laws in several US states, and 
higher supplies of virgin PET.

A new PET and purified terephthalic acid 
(PTA) plant will be starting up in Corpus 
Christi, Texas, in the second quarter of 
2017. The owner/operator will be Mossi 
and Ghisolfi (M&G), an Italian petchems 
company. It will be a vertically integrated 
PET/PTA plant with an expected nominal 
capacity of 1.1m tonnes/year for the PET unit 
and 1.3m tonnes/year for the PTA unit.

More capacity globally will come from a 
German-based company, Thyssenkrupp 
Industrial Solutions, which plans to construct 
a PET polymer and staple fibre facility in 
Ivanovo, Russia. The plant will produce up to 
200,000 tonnes/year of polyester polymer.

Higher supplies of virgin PET in the US are 
expected in 2017. This is because exports 
of virgin PET supplies have fallen in 2016, 
while imports have risen, according to data 
released by the US International Trade 
Commission (ITC). 

The largest source of virgin PET to the US 
has been Mexico, which has supplied 40-
50% of the material, the ITC report stated. 
More virgin material in the US is good for 
overall supply.

Pricing for virgin PET is expected to remain 
relatively flat in 2017, while prices for R-PET 
will follow virgin pricing. The feedstocks for 
PET, which include paraxylene (PX) and 
PTA, will experience a balanced supply and 
demand in 2017.

FIBRE CHAIN
POLYETHYLENE TEREPHTHALATE (PET)

The PET and R-PET value chain will be discussed during the annual ICIS conference in Berlin, 
Germany on 7-8 March 2017 (Image courtesy of ICIS)

(Visualisation is extracted from International Trade Commission data)

A few US states are starting to relax their 
percentages of recycled materials as 
compared to virgin materials, which will 
help R-PET producers and recyclers. 
Some labeling requirements are also being 
relaxed. Also R-PET demand in the US and 
Europe, which are the primary consumers, is 
expected to follow the improved virgin PET 
market in 2017. 
 
Overall growth of the US PET market has 
been forecasted to increase yearly through 
2025, according to a 2016 ICIS World 
Petrochemicals Industry report, which is 

based on global ethylene plant capacities 
steadily increasing.

Major producers of PET in the US are DAK 
Americas, Indorama, Nan Ya Plastics, and 
M&G. 

NOTE TO SUBSCRIBERS: ICIS reports 
are based on information gathered from 
a wide range of sources. If you would 
like to have your views reflected in our 
reports, please contact the editor by 
e-mail at robert.wilcox@icis.com 
or +1-713-525-2644.
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US SODA ASH PRODUCTION, 
DEMAND RISES
By Robbie Wilcox

HOUSTON (ICIS)--Production from trona 
mines in the US increased during much of 
2016, leading to a slight rise in soda-ash 
output.

US production of natural soda ash 
increased 1.8% from January through 
October of 2016 over the same period in 
2015, according to US Geological Survey 
(USGS) data.

Soda ash is used to make glass.

Demand for natural US soda ash in Asia 
is expected to increase in 2017 due to a 
supply crunch in the synthetic Chinese soda 
ash market. Some Chinese producers were 
operating at full capacity to fulfil orders, but as 
winter began in 2016, some plants in northern 
China were heard to have reduced their 
operation rates due to environmental issues.

China has unknown reserves of natural 
soda ash, but it is the largest producer of 
synthetic soda ash, with an estimated 60 
plants.
 
As 2016 ended, US soda ash contracts 
were not fully assessed for 2017, but should 
be finalised in January.

Some prices for soda ash were heard 
to decrease by $5-6/tonne, according to 
buyers who expect lower 2017 contract 
prices. This due a small oversupply in the 
US market in November 2016.

However, other sources reported that price 
increases of $5-10/tonne are being passed on 
to some buyers. This due to the supply crunch 
in the Chinese synthetic soda ash market.

Most US soda ash contracts are multi-year 
contracts, with two to three years being 
most typical. The pricing terms of the 
contracts are re-negotiated annually, usually 
in October through January.

The chart shows soda ash prices for the US 
and Asia, as assessed by ICIS.

INORGANICS
SODA ASH 

Exports of US soda ash from January 
through October were 4.98m tonnes, 
according to US Census Bureau (USCB).

Mexico was the top destination with 
880,000 tonnes, closely followed by Brazil 
with 761,000 tonnes, and Indonesia with 
496,000 tonnes of exports.

On soda ash imports, Germany was the 
top importer to the US with 17,200 tonnes 
shipped from January through September 
of 2016, according to USCB data. Other 
major importers of soda ash to the US were 
Italy and the UK.

Major producers of soda ash in the 
US are CINER Group, Nirma (Searles 
Valley Minerals), Solvay Chemicals, Tata 
Chemicals, and Tronox.
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US TIO2 ANTICIPATING A SELLERS’ 
MARKET
By Larry Terry 

HOUSTON (ICIS)--US titanium dioxide 
(TiO2) market participants expect conditions 
in 2017 to begin to favour producers.

In a market that has historically reflected 
oversupply and thin margins even during 
peak demand from its principal downstream 
paint and coatings sector, the tide may 
begin to turn this year.

TiO2 and its major downstream markets, 
which also include paper and plastics 
compounding, tend to track GDP, so 
sentiment for growth and pricing power 
in 2017 is partly rooted in the forecast 
for higher GDP – about 2-2.5% by some 
estimates.

A bit more optimistic is Moody’s Analytics 
estimate of US GDP growth at just below 
3.0% in 2017, but above 3.0% in 2018 due 
to fiscal stimulus expected from President 
Donald Trump in the form of federal 
infrastructure spending and tax cuts.
US GDP growth has not risen above 3% 
since the end of the 2008-2009 Great 
Recession.

Sources also anticipate more of a sellers’ 
market on more balanced supply and 
demand conditions stemming from the 
strong spring coatings season in 2016 
and the steady summer that followed. 
That demand actually saw pigment supply 
become snug.

Another factor that dried up some of the 
chronic TiO2 supply overhang was capacity 
rationalisation throughout the global TiO2 
industry beginning in 2015.

A source said that over the next two or three 
years, pigment producers likely will be in a 
good spot to improve pricing and profitability 
because of more balanced supply.

Also, some anticipated price pressure from 
upstream ilmenite ore is said to be part of 
what prompted TiO2 producers to seek 
further price gains for the first half of 2017.
A third US TiO2 price-hike initiative geared 

for the first half of 2017 surfaced in early 
December.

Tronox announced its intent to raise the 
price of its TiO2 in the US by 7 cents/lb 
($154/tonne), effective 1 January. 
Huntsman is separately seeking an 
increase of 7 cents/lb, also effective Jan. 1.

Allowing for 90-day price protection afforded 

to most major US pigment customers, those 
increases would be implemented on or after 
1 April, if successful.

Chemours, the DuPont spinoff, is separately 
seeking gains of about 6 cents/lb, effective 
Nov. 1, which means an implementation on 
Feb. 1, or within the first quarter, if successful.

INORGANICS
TITANIUM DIOXIDE

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, Huntsman, Kronos and 
Tronox.

Company Location Timing

Chemours New Johnsonville, Tennessee 380,000

Chemours Altamira, Mexico 340,000

Chemours DeLisle, Mississippi 300,000

Tronox Hamilton, Mississippi 225,000

Cristal Ashtabula, Ohio 215,000

Louisiana Pigment Lake Charles, Louisiana 145,000

North America TiO2 capacity, tonnes/year
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US BDO IN A TURNAROUND, OR 
SOMETHING ELSE
By Lane Kelley 

HOUSTON (ICIS)--A question the US 
butanediol (BDO) market may or may not 
answer in 2017 is how to characterise the 
current price trend.

Is it a turnaround or just a hiccup? 
US BDO’s price history over the past 
decade shows three price turnarounds, 
a turnaround being a reversal in price 
followed by a sustained trend. 

Sometimes a turnaround is abrupt, as in the 
two year-uptrend that ended suddenly in 
the straight line down on the left side of the 
chart below, representing a 30 cents/lb price 
drop in the first quarter of January 2009.
 
But the other two BDO turnarounds took 
a year and then slightly longer to kick off a 
trend.

Producer announcements in early 
December 2016 prompted talk that a 
correction was in the works, that BDO had 
entered a new era of rising prices.
Throughout the year producers repeatedly 
said prices had bottomed out, that the era 
of constantly falling prices – the steady 
stair-step down that began in early 2012 – 
was over.

Then in early December, three producers 
separately issued quarterly price increases 
ranging from 2-4 cents/lb for January.

Rising raw material prices provide at least 
some support for the hikes, with crude 
setting a new year-to-date high recently and 
natgas at a two-year peak. 

Two other BDO-related feedstocks are 
going in opposite directions: butane is up 
20% since late September, but polymer-
grade propylene (PGP) is easily down by 
the same percentage.

Turnaround talk picked up when BDO 
prices increased 3 cents/lb in the fourth 
quarter, ending almost two years of 
constant price declines. One buyer said 
another quarterly increase in January 
seemed likely.

“I think people see it,” a buyer said.

Another buyer noted that BDO prices 
have also been rising in China, where the 
delivery time from Xinjiang, Inner Mongolia 
has lengthened because of rising rail 
transportation costs thereby resulting in 
slower delivery of BDO. Major plants have 
also shut down for maintenance.

Nevertheless, that buyer preferred to stay 
neutral on the chances that the US market 
will accept another BDO quarterly hike.

“Given the state of the world, I think they’re 
probably 50-50,” the buyer said.

LyondellBasell issued the smallest hike, 
calling for a 2 cents/lb increase. BASF 
announced a 3 cents/lb increase, and 
Ashland came out with a 4 cents/lb raise. All 
of the increases take effect in early January.

Ashland cited “evolving market conditions” 
as a reason for the increase but gave no 
further explanation. Neither LyondellBasell 
or BASF offered a reason for the proposed 
hike.

Major US BDO producers include 
LyondellBasell, BASF, Ashland and Invista.

INTERMEDIATES
BUTANEDIOL
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LATIN AMERICA CAUSTIC SODA 
SOFT BUT STEADY
By Ron Coifman

HOUSTON (ICIS)--The Latin America 
caustic soda market is projected as steady 
but soft in the face of troubled economies in 
South America.

Demand in Latin America from major 
consuming industries, such as pulp/paper, 
alumina, and soaps and detergents is 
stable though not spectacular, according to 
regional market sources.

Caustic soda markets benefit from a 
wide variety of applications, in addition 
to those listed above. Other consuming 
sectors include petroleum products, water 
treatment, textiles, metal processing, mining 
and glass making. As a result, a decline in 
demand from one sector might be at least 
partially offset by an increase from another 
sector.

Troubled major economies of Brazil and 
Argentina are expected to recover gradually 
in 2016, improving the outlook for next year.

The recession in Brazil and a wide-spread 
corruption scandal have taken a heavy 
toll on industry and commerce in 2016. 
Sources in Brazil said that business is set 
to improve next year under the presidency 
of Michel Temer after the impeachment of 
Dilma Rousseff.
 
In Argentina, President Mauricio Macri 
devaluated the peso and removed 
subsidies on energy soon after he 
took office at the end of 2015. Under 
these conditions, inflation rose and the 
population’s purchasing power decreased, 
slowing the economy.

Claiming that the country rests on a solid 
economic foundation, local sources are 
projecting more controlled inflation for 2017 
and reactivation of business and industry 
including construction, a major economic 
driver.

Domestic demand in Venezuela has greatly 
weakened, with no immediate recovery 
expected. Despite the country’s substantial 
oil reserves, the economy is in a shambles.
Most essential products are in short supply, 
as the population struggles to obtain food, 
medicines and personal hygiene items. 
Under current conditions, it is difficult 
to project substantial improvement in 
Venezuela for 2017.

In addition to domestic uncertainties in 
various countries in Latin America, market 
participants have expressed concern about 
the policies that US President-elect Donald 
Trump might pursue once in office.

Trump has voiced objections over current 
trade agreements and over US immigration 
policies, which could affect PVC business in 
Latin America and other global regions.

Rising crude oil prices are another source 
of market uncertainty, regional sources said.

As a reference, International Monetary Fund 
(IMF) GDP projections are listed. The IMF is 
expecting a recovery in GDP growth in Latin 
America for 2017, compared with 2016, 
according its World Economic Outlook of 
October 2016. The IMF projections for the 
Americas will provide insight into general 
demand by country.

The IMF is projecting GPD growth in 
South America to rise from -2% in 2016 to 
+1.1% in 2017, according to its October 
projection. In its April publication, the IMF 
had projected South American GDP growth 
at -2% for 2016 and +0.8% for 2017.
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The numbers in the chart below show the 
GDP projections from the IMF’s World 
Economic Outlook of October 2016 and 
of April 2016, side by side for comparison 
purposes.

The projections are mixed depending on 
country, with most countries expanding this 
year, while others, mainly Brazil, Argentina, 
and Venezuela, continued to show negative 
growth in 2016.

  2016 2017  2016 2017  

North America 1.6 2.2 2.3 2.4

US 1.6 2.2 2.4 2.5

Canada 1.2 1.9 1.5 1.9

Mexico 2.1 2.3 2.4 2.6

P Rico -1.8 -1.4 -1.3 -1.4

South America -2 1.1 -2 0.8

Brazil -3.3 0.5 -3.8 0

Argentina -1.8 2.7 -1 2.8

Colombia 2.2 2.7 2.5 3

Venezuela -10 -4.5 -8 -4.5

Chile 1.7 2 1.5 2.1

Peru 3.7 4.1 3.7 4.1

Ecuador -2.3 -2.7 -4.5 -4.3

Bolivia 3.7 3.9 3.8 3.5

Uruguay 0.1 1.2 1.4 2.6

Paraguay 3.5 3.6 2.9 3.2

Central America 3.9 4.1 4.3 4.3

Caribbean 3.4 3.6 3.5 3.6

Oct-2016                              Apr-2016

Source: IMF
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US CAUSTIC SODA TO SOAR ON 
ALKALI WINGS
By Bill Bowen 

HOUSTON (ICIS)--For US liquid caustic 
soda, historically a slow-growth, mature 
chemical commodity, 2017 is expected to 
be a growth year for US material.

In fact, the forces that pushed US liquid 
caustic prices higher in 2016 are only 
expected to gain strength in 2017 and 
are likely to keep pushing well into 2018, 
according to a growing market consensus.

US producers are expected to finish 
2016 with the largest production volumes 
in history and with record export sales, 
according to projections based on the year-
to-date data.
 
Source: The Chlorine Institute
US production is likely to surge past 12m 
dst (dry short tons) in 2016, though final 
numbers won’t be available until mid-
January.
But produc
tion in Europe and Asia continue to lower as 
environmental rules in both regions reduce 
output at dirty or obsolete plants.

In Europe, new rules mandate the closure 
of plants that use a mercury cell process by 
the end of 2017.

The net change in European production 
capacity is expected to be a reduction of 
about 690,000 dmt/year (dry metric tonnes). 

Most of that loss can likely be made up 
with higher run rates than the 80% plant 
utilisation that has been the pace in 2016, 
according to market observers there.

But shutdowns for conversions of plants to 
be renovated to newer production methods 
has already imposed supply disruptions 
which are expected continue through 2017.

In China, supplier of caustic soda to much 
of Asia, plant operating rates have declined 
in recent years and recent government 

initiatives for cleaner air have shut a 
number, further lowering output.
For US producers, these changes mean 
higher plant operating rates, which will 
increase production efficiencies, and likely 
steadily rising prices.

Overseas sales which have boomed this 
year, up 26% to 2.46m tonnes through 
October, have US seller optimistic that 
further growth will be seen in 2017.

“On exports, we had our largest export 
month of the year in November and 
December will also be strong,” a 
representative of a major US producer 
said, adding that the company would set 
a quarterly export record for the fourth 
quarter.

US spot export prices, which have risen by 
an average $170/dmt from April through 
November, are expected to continue their 
upward trajectory.
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But the global rise in prices is likely to 
continue to apply upward pressure on US 
domestic contracts, as well. US contracts 
have risen an average of $120/dst over the 
same eight-month period.

Equities analyst firm Cowen and Company 
said in a report on 15 December that 
the overall market dynamics should help 
Westlake Chemical, the subject of the 
report.

 “We see rising margin for caustic soda and 
PVC [polyvinyl chloride] based on tightened 
supply as a result of reduced global capacity 
for caustic and demand increases in excess 
of supply gains for PVC,” the company’s 
authors said in the report.

These production declines in other global 
regions will be slightly offset by at least one 
production expansion at home.

Shintech, the US arm of Tokyo-
headquartered Shin-etsu, plans to launch 
the second phase of its production 
expansion at the end of Q1 2017. Shintech 
plans to add production capacity of 100,000 
dmt/year at its plant in Plaquemine, 
Louisiana, by that time. The company will 
also add production capacity of 150,000 
tonne/year for vinyl chloride and 150,000 
tonne/year for polyvinyl chloride (PVC) 
production.

Those changes follow a two-phase round of 
consolidations among US producers within 
the year. 

Olin Corporation acquired the US chlor-alkali 
production facilities of Dow Chemical in late 
2015. In late August, Westlake Chemical 
acquired the assets of Axiall.

Those moves brought the number of US 
producers from seven to five and greatly 
increased the pricing power of the remaining 
players. 

Major US caustic soda producers include 
Formosa Plastics, Occidental Chemical, 
Olin, Shintech and Westlake Chemical.
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BRAZIL’S ETHANOL INDUSTRY 
POISED FOR GROWTH
By Leela Landress de Perez

BUENOS AIRES, Argentina (ICIS)--Brazil’s 
ethanol sector could be poised for growth 
in 2017.

After years of growth earlier this decade, 
Brazil’s economy has been mired in the 
doldrums in recent years. However, growth 
could be on the horizon, possibly setting the 
stage for increased investment.

The International Monetary Fund (IMF) 
published its latest economic forecast 
for Brazil in November, saying it expects 
GDP to expand by 0.5% in 2017. Brazilian 
forecasters are a bit more optimistic, 
expecting growth of 1.13%.

The 2017 sector outlook for Latin American 
sugar and ethanol shifted to positive from 
negative, according a new Fitch Ratings 
report released in December.

“While forecasts point to positive 
fundamentals for sugar prices for the next 
two seasons, a more selective approach 
by banks and capital markets in Brazil is 
expected to concentrate funding toward 
well-managed companies,” said Claudio 
Miori, associate director at Fitch.

Tax incentives have played an important 
role in supporting ethanol consumption 
since the introduction of flex-fuel cars.

The table below shows the value of Tax on 
Industrialized Products (IPI), Contribution to 
the Social Integration Program/Contribution 
for Financing Social Security (PIS/COFINS) 
and state tax for circulation of goods and 
services (ICMS) for different categories 
of vehicles as reported by the National 
Association of Motor Vehicle Manufacturers 
(ANFAVEA).

Not only improved economic conditions are 
expected, but also an increase in biofuels 
use.

In early 2015, the Brazilian government 
granted an expected increase in the 
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 Taxes 1,000 cc  1,001-2,000 ffv  +2,000 ffv 

 IPI  7%  11% 18%

 ICMS  12% 12% 1%

 PIS/COFINS  11.6% 11.6% 11.6%
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national blend of ethanol in gasoline to 
27% up from the previous 25%.

Additionally, according to the International 
Energy Agency (IEA) in its latest World 
Energy Outlook 2016 report biofuel use 
could nearly triple by 2040.

Under one projection called the New 
Policies Scenario, there could be a “near 
tripling” in consumption of biofuels to 4.2m 
bbl of oil equivalent per day (mboe/d) in 
2040, with 65% of this being ethanol.

This would represent some 6% of transport 
fuel demand, and would come about 

thanks to support from subsidies and 
advances in technology, said the IEA.

Geraldine Kutas, head of international 
affairs at Brazilian sugarcane trade group 
UNICA said the country was waiting for a 
new investment cycle to begin.

“We are desperate for new investment 
in the sector. We just need the right 
conditions,” she said in November during 
the World Ethanol & Biofuels conference in 
Brussels in November 2016.

Source: National Association of Motor Vehicle Manufacturers



FUTURE OF US ETHANOL TIED TO 
ENERGY POLICY

HOUSTON (ICIS)--US fuel ethanol prices 
in 2017 will be largely determined by 
the energy policy of the incoming Trump 
administration, according to market players.

Participants said that the energy policy of 
President-elect Donald Trump will affect future 
OPEC production, as well as Environmental 
Protection Agency (EPA) mandates and 
regulations, which in turn could influence the 
movement of ethanol prices.

One source said the outlook for ethanol 
in 2017 is currently bearish, as there 
are broad expectations the Trump 
administration will alter existing EPA 
regulations, which in turn could see demand 
for ethanol decrease.

According to sources, Trump has previously 
expressed the sentiment that he wants the 
US to operate from a position of strength 
and competitiveness, which may translate 
to self-reliance.

Ethanol prices experienced mixed 
movement throughout 2016, largely 
determined by seasonal demand, as well as 
the movement of feedstock corn.

As the US Department of Agriculture (USDA) 
continued to predict a record yield, corn prices 
were pressured lower during the second 
half of 2016, but saw a rebound in pricing 
towards the end of the year, as cold weather 
conditions began to impact the Midwest.

Sources said that corn prices will continue 
to play a significant role in the movement of 
ethanol prices in 2017. Record crop yields 
are expected for both next year and the 
year after, which should theoretically see 
ethanol prices move downward.

However, corn remains a weather market, 
and conditions continue to vary from region 
to region, making prices harder to predict.
The EPA announced its renewable volume 
requirements for 2017 on 23 November, 
revealing higher total volumes than were 
initially expected by the industry.

Some sources viewed this as the EPA’s 
attempt to secure higher volumes of 
renewable fuels blended into the nation’s 
fuel supply, in reaction to the incoming 
Trump administration.

Gasoline prices are expected to enter 2017 
at subdued levels. The EIA has forecast 

gasoline prices to fall to an average of 
$2.10/gal in January.

However, overall retail gasoline prices are 
forecast to average $2.30/gal in 2017, up 
from an average of $2.14/gal in 2016.
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US MA FACES UPWARD PRESSURE 
FROM BUTANE
By Jessie Waldheim 

HOUSTON (ICIS)--US maleic anhydride 
(MA) prices are under upward pressure 
heading into 2017 amid sharply higher 
costs for feedstock butane.

MA prices were stable through most of 
2016, in part due to a relatively narrow 
range for upstream butane costs. Butane 
prices ranged 50-70 cents/gal through 
most of 2016, with some higher prices 
during the fourth quarter as winter is a 
stronger demand season for butane.

However, butane prices jumped sharply in 
early December, reaching above 90 cents/gal.
 
Much of the increase for butane prices is 
due to higher demand for it in winter months 
because it is used as an octane additive in 
winter gasoline blends and because it can 
be used for home heating. However, some 
of the increase for butane prices is due 
to upward momentum across the energy 
sector after an agreement late in 2016 by 
OPEC members for production cuts.

The US Energy Information Administration 
already in December predicted that in 
2017 the average prices would be higher 
for crude oil, gasoline, natural gas and a 
range of energy products. As a natural gas 
liquid, butane is affected by natural gas 
prices and as a component of gasoline 
blends it is affected by gasoline prices.

Butane prices are expected to moderate 
in the first quarter as warmer weather 
reduces demand for home heating 
products and further moderate in the 
second quarter as fuel blenders transition 
to summer gasoline blends. However, if 
overall energy products are stronger in 
2017, then butane prices are likely to be 
higher as well and that could put upward 
pressure on MA prices.

However, a slightly long market may limit 
the impact of higher butane costs on MA 
prices.

MA supply during 2016 was balanced to 
long, as growth was slightly less than had 
been expected. MA is primarily used in the 
manufacture of unsaturated polyester resins 
(UPR), which are used in applications such 
as recreational boats, bathroom fixtures, 
automobiles and pipes.

MA demand is closely tied to general 
economic growth. The International 
Monetary Fund (IMF) in October predicted 
that the US GDP growth rate for 2017 would 
be 2.2%, which is up from the projected 
GDP growth rate for 2016 of 1.6%.

On the production side, there were fewer 
outages in 2016 than the prior year, 
which also contributed to the slightly long 
market. There were some outages in 2016, 
including operational issues at the Flint 
Hills Resources plant in Joliet, Illinois, in 
February, and turnarounds in August and 
October for separate lines at the Ashland 
plant in Neal, West Virginia.

The supply/demand fundamentals for MA 
are not expected to change dramatically 
for 2017 until late in the year when a fourth 
line at the Bartek plant in Ontario, Canada, 
could be complete.

Construction began in the fourth quarter 
of 2015 and was expected to take around 
two years to complete. The Bartek plant 
in 2015 had added a third line to increase 
capacity to 80m lb/year (36,288 tonnes/
year). Once complete, the fourth line would 
bring capacity up to 120m lb/year. However, 
much of the product is expected to be used 
internally.

Other imports into the US market are 
available. But given the US feedstock 
advantage for natural gas liquids (NGLs) 
like butane due to hydraulic fracturing 
of shale formations, the pressure from 
overseas sellers is soft.

In North America, major MA producers 
include Ashland, Flint Hills Resources, 
Huntsman, Lanxess and Bartek.
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US MELAMINE TO TAKE CUES 
FROM GLOBAL MARKET
By David Love

HOUSTON (ICIS)--The US melamine 
market in 2017 will take its cues from global 
supply and demand patterns, which will go 
a long way towards determining prices in 
the first quarter and beyond.

Global demand is quite strong, and ongoing 
supply problems in China continue to have 
an impact across the world.

Sources said that under normal conditions 
an average of 20,000-25,000 tonnes of 
melamine is exported from China every 
month for global use. However, Chinese 
exports have not hit those levels for several 
months now.
 
After improving in the second-half of 
November, the China melamine supply 
situation worsened in early December.

Chinese melamine producers in 2016 have 
been plagued with all sort of problems, 
ranging from unplanned maintenance, plant 
closures and government environmental 
inspections. Additionally, at this time of year 
natural gas is curtailed at various plants in 
favour of residential customers.

Even though the US does not import 
melamine from China, or export material to 
China, the US – and the global market –has 
been affected by the overall shortness of 
product in the market.

European producers saw demand for 
product increase significantly as the China 
situation worsened during the fourth 
quarter of 2016. As a result, European 
producers stepped in and supplied many 
of the countries that China typically exports 
heavily to, especially Turkey.

Cornerstone Chemical, the only melamine 
producer in the US, is believed to have 
increased exports in November as a result 
of strong offshore demand.

Prices for Q1 2017 supply contracts in the 
US melamine market are in the process of 
being finalized, and should be set by mid-
January. Negotiations for the first quarter 
began in earnest in mid-December.

After conducting two planned turnarounds, 
which kept its 75,000 tonne/year 
Waggaman melamine plant in Louisiana 
down for about 50 days in 2016, 

Cornerstone is not expected to conduct any 
maintenance in 2017.

Due to the maintenance, Cornerstone’s 
exports during the first 10 months of 2016 
dropped by 32% compared the same period 
in 2015. During the same timeframe in 
2016 US melamine imports jumped by 42% 
compared to 2015 –largely because of the 
shortfall in US production.
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TIGHT SUPPLY, SOFT DEMAND 
BALANCE Q1 US MMA
By Tarun Raizada

HOUSTON (ICIS)--US methyl methacrylate 
(MMA) markets will be balanced to start 
2017, with tighter supply balancing softer 
demand.

Market sources are saying that supply has 
become tighter due to production problems 
in Q4 2016.

Dow will continue sales controls on its 
methacrylates (including MMA) at least 
through early 2017, mostly because of 
some scheduled near-term maintenance, 
according to a company source.

It is also continuing to run its MMA facility 
in Deer Park, Texas, at a reduced rate and 
expects this to remain the case until early 
2017.

Meanwhile, softer MMA demand 
fundamentals are likely to extend into the 
new year. Demand will pick up over the 
summer during the peak coatings season.
Coatings applications drive much of the 
domestic demand for MMA, with the 
construction sector seen as a market 
bellwether.

US MMA contract pricing will continue to 
be driven by movement in feedstock barge 
acetone in 2017. Barge acetone fell near 
the end of 2016, tracking steep declines in 
upstream refinery-grade propylene (RGP).
 
MMA prices increased throughout much 
of 2016 due to strong demand and higher 
feedstock costs. However, acrylates pricing 
pressure is weak heading into the new year, 
due to much lower upstream propylene and 
barge acetone contracts.

Pricing is likely to be more contentious in 
early 2017 as sellers try to keep prices flat 
in an attempt to preserve their margins. 
Meanwhile, buyers will want decreases in 
feedstock costs to be passed along to them.
MMA market participants have said they 
are expecting growth in line with US GDP, 
currently projected between 1.5-2.5%.

MMA is a liquid monomer used primarily to 
produce resins and acrylic polymers. It is 
used in the production of surface coatings 
and acrylic sheeting.

INTERMEDIATES
METHYL METHACRYLATE (MMA)

 Arkema  Deer Park, Texas   115,000 t/yr 

 Dow Chemical  Deer Park, Texas  360,000 t/yr

 Evonik Industries  Fortier, Louisiana  150,000 t/yr

 Lucite International Inc  Beaumont, Texas  155,000 t/yr

 Lucite International Inc  Memphis, Tennessee  155,000 t/yr

US MMA capacity 
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US MPG TO FOLLOW FEEDSTOCK 
PROPYLENE
By Christie Moffat

HOUSTON (ICIS)--The US monopropylene 
glycol (MPG) market is anticipated to 
remain largely stable in 2017, with pricing 
expected to follow the movement of 
feedstock propylene.

MPG contracts are influenced by the delta 
of the previous month’s propylene contract 
price, and generally follow formula-based 
contract pricing.

Market participants said that propylene prices 
are generally expected to be steady-to-lower 
in 2017, which in turn could see MPG prices 
move in a corresponding manner.

Sources are optimistic that propylene 
supply in the US will be plentiful next year, 
largely owing to the anticipated start-up 
of US midstream energy major Enterprise 
Products’ propane dehydrogenation (PDH) 
project at the Mont Belvieu, Texas, natural 
gas liquids (NGL) hub.

In addition, no issues are anticipated to affect 
the production of propylene oxide (PO), 
which is used in the production of MPG.

MPG price movement was mixed during 
2016. Prices moved higher during the 
year, following the movement of feedstock 
propylene. However, as propylene prices 
began to come down in October and 
November, MPG prices also declined.
 
 Supply generally remained available 
throughout the year, while demand was 
relatively steady.

However, sources previously noted that 
supply tightened in October, following 
an unexpected outage at US producer 
Huntsman’s Port Neches, Texas facility.
Overall, supply is expected to be good next 
year, not accounting for the impact of any 
unplanned outages.

Participants have said they expect modest 
growth in 2017, with one source projecting 
3% growth for the industry as a whole.
Another source said it expected MPG 

growth to be in line with overall US GDP 
growth.

Additional growth could also come from the 
downstream unsaturated polyester resins 
(UPR) market, which is arguably the largest 
single use of MPG, accounting for roughly 

25% of MPG product in the US.

MPG is also used in cosmetics and 
personal care items, functional fluids 
and antifreeze/coolants, de-icers, 
pharmaceuticals, liquid detergents and 
animal feed.

INTERMEDIATES
MONOPROPYLENE GLYCOL (MPG)
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AMERICAS BASE OIL INDUSTRY 
EMBRACING REGULATORY 
CHANGES
By Judith Taylor

HOUSTON (ICIS)--The Americas base oil 
market is continuing to work to meet the 
regulatory changes fostered by stipulations 
from the US Environmental Protection 
Agency (EPA) that have dominated the 
industry for several years.

The base oils and lubricants industry have 
worked to improve carbon emissions 
controls and other key elements of the EPA 
stipulations while at the same time fulfilling 
the need to maintain and improve overall 
lubricant performance in vehicles.

In 2017, many testing programmes and 
initiatives begun as many as five years ago 
are entering the commercial phase, mainly 
for lubricants used in passenger cars. There 
are also testing programmes underway 
for heavy duty vehicles and the combined 
work for both vehicle sectors is pushing the 
base oil side of the industry toward lighter 
viscosity, premium base stocks.

Group II base oils have become the 
prevalent base oils in the Americas, 
surpassing the typically heavier grade 
Group I from 2014 and forward. But the 
evolving needs for higher performance, 
lighter viscosity base oils are bringing 
Group II+, Group III and polyalphaolefins 
(PAOs) into forefront.

Group III and PAOs are sometimes referred 
to as synthetic base stocks, with blends of 
these with Group II sometimes called semi-
synthetic.

The Group II+, and there is a Group III+, 
tiers are also blurring the demarcation lines 
between the base stock types in terms of 
both the iterative differences between the 
viscosities and the prices.

Additionally, the lubricant certification 
system used in the US is coming under 
scrutiny from the industry because is 
viewed by many industry participants 
as being too slow. This situation was 

addressed at the 2016 ICIS Pan American 
Base Oils conference by a speaker from 
additive company, Lubrizol. The speaker 
pointed out that certification process begun 
in 2012 are the ones just emerging into the 
commercial sector in 2017. The slow, and 
costly, process is considered a blocking 
point in ushering in new technologies 
and lubricant products for the commercial 
market.

In 2017 the progress toward light viscosity 
base oils in Group II and Group III is going 
to continue amid expectations that changes 
wrought by regulatory requirements are 
reaching into and impacting the commercial 
marketplace for motor oils and lubricants. 

The following graph shows Group II posted 
prices for a light, mid and heavy grade from 
various producers. A chart is also shown 
that offers most recent carbon emissions 
contributing sectors as tracked by the EPA. 

LUBRICANTS
BASE OILS
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US PARAFFIN WAX FLAT ON 
SUPPLY/DEMAND
By Judith Taylor

HOUSTON (ICIS)--The US paraffin wax 
market is flat going into 2017 as supply/
demand fundamentals are widely balanced 
amid little expectation that the situation is 
likely to soon change. 

A key factor is that the wax is an immediate 
by-product of the solvent neutral process of 
base oil production. This production route is 
only applicable to the Group I base stocks, 
with all other base oil tiers, Group II and 
higher, done by a hydrocracking route that 
does not yield wax residues. 

Consequently, as Group II base oils 
have become globally dominant, Group I 
production has decreased, also decreasing 
paraffin wax output. 

Steady supply of paraffin wax fell into 
question when the largest Group I and wax 
producer, ExxonMobil, changed elements 
of its wax production protocols including 
elimination of at least two wax streams, in 
the second half of 2014. 

The effects of these changes for the broadly 
opaque paraffin wax market continue to 
stretch into the market dynamics expected 
for 2017. 

Referencing the changes in the Group 
I base oil side, ExxonMobil media 
representatives at the time offered 
clarification on the situation: 

“The global base stocks market is 
transitioning to higher performing base 
stocks, driven by increasingly stringent 
performance requirements for next-
generation engine lubricants.  As a result 
of this shifting market, ExxonMobil will 
discontinue manufacturing Group I lubricant 
base stocks and associated waxes at 
ExxonMobil’s Beaumont, Texas, refinery by 
2Q16.” 

The source added that “ExxonMobil will 
continue to supply and market Group 
I lubricant base stocks and associated 

waxes, which are manufactured at both our 
Baytown and Baton Rouge refineries in the 
U.S., as well as other locations worldwide.”
Changes in the European Group I base oil 
production were also part of the expectation 
that paraffin wax supply would be short by 
the end of 2016. The following changes in 
Europe are either completed, underway or 
expected in Europe’s Group I refineries: 
• Shell Harburg, Germany, plant to Nynas, 
upgraded naphthenic capacity but 3,300 
bbl/day Group I production gone.

• Total to close Gonfreville, France, base oil 
plant, 9,600 bbl/day Group I production. 
• Colas Group to discontinue base oil 
production at Dunkerque, France, includes 
5,200 bbl/day Group I. 

• Kuwait Petroleum to discontinue base 
oil production at Rotterdam, Netherlands, 
estimated 4,650 bbl/day Group I production.
US domestic paraffin wax prices were 
largely unchanged across 2016 in spite of 
ongoing expectations that the changes in 
wax production at Beaumont and the Group 
I base oil closures in Europe would tighten 
wax supply in both regions. 

Most market participants expected paraffin 
wax supply to shorten during the year and 
encourage potentially higher prices by the 
fourth quarter of 2016 and moving into 
2017. 

This has not happened. Paraffin wax 
supply/demand fundamentals have 
remained balanced, with supply upheld by 
Chinese wax imports and companies’ ability 
to bring pro-wax from European facilities at 
attractive prices encouraged by favourable 
currency fluctuations. 

US demand has played a role in 
maintaining the balance and producing 
a flat year in the wax price arena. While 
most end-use sectors like housing and 
construction were good, there were 
no spikes in typical seasonally high 
periods. Demand remained stable but 
did not challenge supply with stronger 
requirements. 

The influx of Chinese wax imports bolstered 
supply and has only recently pushed down 
US prices as competitive situations are 
beginning to take effect at year-end. 
The following graph shows US paraffin wax 
price trends. 

LUBRICANTS
PARAFFIN WAX
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Wax supply graph from US Energy Information Administration (EIA). 
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US BD TO CONTINUE SLOW 
GROWTH AMID AMPLE SUPPLY
By Tracy Dang 

HOUSTON (ICIS)--US butadiene (BD) 
market participants are expecting much 
of 2017 to be similar to 2016, with supply 
ample but not overly long and with demand 
continuing to expand slightly.

Domestic production of BD should remain 
strong as ethylene demand drives olefins 
producers to operate crackers at high rates, 
resulting in greater output of Crude C4 
(CC4) from which BD can be extracted.

Production costs – particularly for 
feedstocks – are expected to rise in 2017, 
but if crude oil prices remain low, crackers 
could continue to use more propane 
and butane, as high co-product prices 
incentivise olefins producers to use a 
heavier feedslate to make up for the cost of 
producing ethylene.

Although BD production is set to increase 
as a result of new ethylene capacity coming 
online with the start-up of four new crackers 
and the restart of an idled unit, market 
participants are not anticipating a significant 
impact on supply until around the fourth 
quarter.

Most of that additional capacity is coming 
online in mid-2017 and the second half of 
the year – if there are no further delays. 
Additionally, there may be issues related 
to starting up a large plant, so it may take 
some time before those units are operating 
consistently and are producing on-spec 
material.

The BD supply length stemming from 
increased production is expected to 
be partially offset by some outages. 
Several crackers are expected to conduct 
turnarounds in 2017, and maintenance 
is scheduled on at least two CC4 units 
for the spring and one for the fall. While 
market participants will likely build sufficient 
inventories ahead of these turnarounds, 
unexpected outages could result in some 
short-term tightness in supply.

Additionally, the market will continue to 
monitor fundamentals in other regions, 
which can impact US BD pricing and 
domestic availability.

For much of 2016, planned and unexpected 
outages in Asia had led to high prices there, 
which led to a global uptrend as prices in 
other regions rose to stay aligned. While BD 
exports from the US seldom occur prior, the 
wide price gap with Asia enabled traders 
to take advantage of the arbitrage and fix 
several US BD cargoes for export to Asia.

US market participants are expecting the 
volatility in Asia to persist in 2017, partially 
because business there is primarily 
conducted on spot basis. Nevertheless, 
sources anticipate that the US region will 
see exports occur more frequently as long 
as US supply is ample and Asia prices 
remain high.

From a demand standpoint, BD 
consumption is expected to continue to 
grow at a slow-but-steady pace, with some 
market participants and analysts pegging 
an average annual growth rate of around 
2-3%.

In the main downstream synthetic rubber 
market, several factors – including lower 
miles driven, technological advances, as 
well as social and lifestyle changes – have 
led to longer replacement cycles of when 
consumers change their tyres.

Still, the Rubber Manufacturers Association 
(RMA) forecasted that tyre shipments in 
2016 will show a slight 0.3% gain year on 
year, and this trend could continue in 2017.
Additionally, there are a number of new tyre 
plants that are starting up in 2016 and 2017, 
which means higher consumption of rubber, 
as well as upstream BD. 

While some BD market participants are 
hoping to see 50% of consumption from the 
new tyre plants be for domestically made 
product, others are sceptical that the US 
market will see much, if any, significant 
increase in domestic demand.

BD consumption levels should also see 
some boost from other derivatives such as 
acrylonitrile-butadiene-styrene (ABS) and 
nylon 6,6, particularly amid strong demand 
for engineering plastics in cars.
The market could also see some increased 
demand from the downstream synthetic 
butadiene latex (SBL) market as well.

OLEFINS
BUTADIENE
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US ETHYLENE FACES TIGHT 
SUPPLY AHEAD OF CRACKER 
START-UPS
By Tracy Dang 

HOUSTON (ICIS)--Several new crackers 
are scheduled to begin operations in 2017, 
but tight supply could push up US ethylene 
prices before new capacity comes online.

The start-up of four new crackers, as well 
as the restart of an idled unit, will expand 
existing US ethylene capacity by more than 
5.4m tonnes/year.

However, sources cautioned that things do 
not always go according to plan, pointing 
out that the current start-up dates for some 
of these crackers are already much later 
than the estimated timeframes when the 
projects were originally announced.

There could be further delays in the 
construction or start-up of these plants, as 
well as potential issues that could extend 
commissioning before the crackers are 
operating consistently.

Some participants do not expect the US 
ethylene market to significantly benefit from 
increased capacity until around the fourth 
quarter.

This is prompting sentiment that supply 
could be snug-to-constrained for much of 
2017, especially since demand is expected 
to remain strong.

For now, spot prices for front-month 
December ethylene remains in the mid-
20s cents/lb, but participants are already 
expecting firmer prices at the start of 2017, 
as spot volumes for December vs the first 
part of next year are trading at about 1 cent/
lb in contango.

Although players tend to keep lean 
stocks toward the end of the year for tax 
purposes, there is some inventory building 
as the market prepares for the upcoming 
turnaround season, with several crackers 
scheduled to shut down for maintenance in 
the first quarter.

If some of these cracker turnarounds last 
longer than expected or if there are any 
major unplanned outages, tightened supply 
could cause ethylene prices to climb.

Meanwhile, demand is expected to remain 
strong – both for domestic consumption as 
well as derivative export – which will likely 
keep cracker operating rates high.

Still, costs are expected to increase, 
particularly for feedstocks, which can put 
further upward pressure on ethylene prices.

While ethane costs are expected to rise 
on higher demand and recent export 
capabilities, US ethylene producers are 
likely to retain a feedstock cost advantage 
over other regions.

If crude oil prices remain low, the cracking 
of heavier feedstocks, such as propane 
and butane, could continue to be attractive, 
as cracker co-product credits can provide 
benefits by reducing the cost of ethylene 
production.

OLEFINS
ETHYLENE

Producer Location Capacity Start Up

Dow Chemical LHC-9, Freeport, Texas 1.5m tonnes Mid-2017

Chevron Phillips Chemical Cedar Bayou, Baytown, Texas 1.5m tonnes H2 2017

ExxonMobil Baytown, Texas 1.5m tonnes H2 2017

Occidental/Mexichem Ingleside, Texas 544,000 tonnes Q1 2017

Indorama (restart) Lake Charles, Louisiana 370,000 tonnes Q4 2017
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ABUNDANT SUPPLY EXPECTED TO 
WEIGH DOWN US PROPYLENE
By Tracy Dang 

HOUSTON (ICIS)--Pressure on the US 
propylene market is likely to persist in 2017 as 
supply is expected to remain long because of 
increased production, ample inventories, as 
well as overall steady demand.

New propylene capacity is scheduled to 
come online in 2017 with the start-up of a 
new propane dehydrogenation (PDH) unit in 
Mont Belvieu, Texas.

Enterprise Products is expecting 
commercial operations at its 1.65bn lb/year 
(750,000 tonne/year) PDH unit to begin in 
the second quarter.

The US propylene market has already seen 
capacity increase with the December 2015 
start-up of Dow Chemical’s 750,000 tonne/
year PDH unit in Freeport, Texas.

While Dow has been up and down for 
maintenance and repairs during much of 
2016, the PDH unit is said to be operating 
at designed rates. Sources expressed 
sentiment that Dow is just dealing with 
issues associated with starting up a large 
plant, and there is expectation that the PDH 
unit will run more consistently in 2017.

Meanwhile, two crackers are restarting 
before the end of 2016 after completing 
scheduled turnarounds and expansion 
projects. With additional ethylene capacity, 
market participants are anticipating higher 
yields of co-products, such as propylene.
Ethylene and co-product output is expected 
to increase further in 2017 with the start-up 
of four new crackers, as well as the restart 
of an idled unit.

If crude oil prices remain low, the cracking 
of heavier feedstocks, such as propane 
and butane, could continue to be attractive, 
as cracker co-product credits can provide 
benefits by reducing the cost of ethylene 
production.

These factors are expected to lengthen 
what is already considered long supply.
 

OLEFINS
PROPYLENE
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Data from the US Energy Information 
Administration shows that propylene 
stockpiles in the first half of 2016 have 
been about 30-50% below levels from the 
same period in 2015. However, propylene 
inventories have been on an overall uptrend 
since bottoming out in mid-August, rising 
above year-on-year levels in November.

Propylene inventories in the week endin
on 9 December totaled 4.652m bbl, up 46% 
year on year.

“Inventories are going up fast, and they are 
much higher than the same time last year,” 
a buyer said. “If [producers] don’t work to 
lower inventories, they have a risk that high 
inventory levels will keep depressing prices 
for a long time.”

Continued weakness in the refinery-
grade propylene (RGP) market is also 
expected to drag down prices for polymer-
grade propylene (PGP), which can be 
manufactured from RGP.

RGP demand from the gasoline pool should 
be strong as low gasoline prices incentivise 
more production. However, increased 
refinery rates will lead to oversupply of 
RGP, and demand from the chemical sector 
will likely remain soft.

The RGP-to-PGP spread has widened to 
13-14 cents/lb from the typical 8-10 cents/
lb, making margins from propylene splitters 
attractive.

Sources said that RGP prices could fall 
even further, and buyers are expected to 
pressure producers to lower PGP prices, 
particularly to keep out derivative imports.
 
While some participants believe 
consumption levels will be healthy in 
December and into the new year, abundant 
availability is likely to continue to outpace 
demand, keeping sentiment bearish.
Demand is expected to grow along with 
GDP, but the US propylene market is 
not anticipating a significant boost in 
consumption from new derivative capacity. 
The North America region could see as 
many as six new polypropylene (PP) 
projects in the coming years, with some 
final investment decisions (FIDs) expected 
in 2017, but no major plant start-ups in the 
near future.

“I’m expecting for ‘new’ demand to have to 
open up to help balance the oversupply in 
the US market – things such as increased 
monomer exports and possibly increased 
polypropylene exports – or a reduction in 
the imports,” another buyer said.
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Some sources are expecting the US to 
export more propylene now that Enterprise 
Products has opened its new terminal on 
the Houston Ship Channel, which has 
the capability to load 5,000 tonnes/day of 
refrigerated PGP.

However, others said that they have not 
seen a significant increase in propylene 
exports since the Houston Ship Channel 
terminal opened in mid-2016 compared with 
when Enterprise was using the old Odfjell 
terminal.

While many participants are not expecting 
a surge in demand for propylene exports in 

2017, the new terminal allows the US region 
to have the opportunity and the ability to 
export volumes when arbitrages do occur.

Regarding trade flows for derivatives, there 
is potential for the US to export more PP if 
prices remain more attractive than those in 
other regions.

However, it remains to be seen if the US 
market will see a similar situation with the 
first half of 2016, where high propylene and 
in turn high PP prices enabled an influx of 
PP imports to flood the US region.
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BRAZIL, ARGENTINA TO RESUME 
GROWING
By Al Greenwood 

HOUSTON (ICIS)--The recessions in South 
America’s two largest economies should end 
in 2017, while the prospects for Mexico will 
dim, according to forecasts.

Brazil should finally return to growth after two 
consecutive years in which GDP shrank by 
more than 3%.

The rebound in 2017 will not be strong. 
Economists surveyed by Brazil’s central bank 
expect GDP to expand by less than 1%.
In fact, it is too early to tell if the recovery 
is sustainable, said Marcos De Marchi, the 
council president of the Brazilian Chemical 
Industry Association (Abiquim). He is also 
the CEO of Brazilian plasticizer producer 
Elekeiroz.

By the first quarter, market watchers should 
have a better idea about the strength of the 
recovery, he said.

Inflation is expected to finally fall under the 
central bank’s target of 2.5-6.5%, giving it 
room to lower interest rates. Lower rates 
should boost economic growth.

 The impeachment of former president 
Dilma Rousseff in 2016 removed political 
uncertainty and gridlock from the Brazilian 
government. Her replacement, Michel Temer, 
has proposed spending caps and pension 
reforms that should get the country’s fiscal 
deficit under control.

However, threats loom if Brazil’s corruption 
scandal, Lava Jato, spreads and entangles 
more politicians. Other reforms may also 
have to await Brazil’s next president, who will 
replace Temer after his term ends in 2018.
Argentina, South America’s second largest 
economy, should recover from the shock 
treatment of the reforms by its new president, 
Mauricio Macri. Soon after he became 
president, Macri removed several of the 
nation’s foreign-exchange restrictions and 
import controls imposed by the previous 
Kirchner administration.

The result caused the Argentine peso to 
weaken, causing inflation to spike. This 
contributed to the country’s current recession. 
In all, the International Monetary Fund (IMF) 
expects Argentina’s economy to shrink by 
1.8% this year.

However, the elimination of the restrictions 
also removed barriers that prevented 
companies from importing equipment and raw 
materials, removing a bottleneck to growth.

In addition, Macri reached a deal from 
creditors who were seeking more money 
from the country’s default at the start of the 
millennium. The impasse between Argentina 
and these hold-out creditors prevented the 
country from raising foreign debt.

Now that the two sides reached a deal, 
Argentina has started issuing foreign 
debt. This inflow of money should give the 
economy another boost.

The risk is that government spending gets out 
of hand, leaving Argentina with excessive debt.

Both Argentina and Brazil face risks from 
the next president of the US, Donald Trump. 
He has pledged to lower taxes and increase 
spending on infrastructure.

If Trump goes through with his programme, 
it will attract money from other parts of the 
world. Brazil, Argentina and other countries 
will have to compete with the US for capital.
Trump’s programme could also increase 
inflation in the US, which would prompt the 

nation’s central bank to raise interest rates.
Higher rates strengthen the dollar, which 
typically lowers prices for commodities.
Mexico faces more challenges from a Trump 
presidency.

Trump ran on a protectionist platform, and 
this could disrupt the substantial trade links 
between the US and Mexico.

Among his proposals was the renegotiation 
of the North American Free Trade Agreement 
(NAFTA), which includes Canada and 
Mexico. The US is Mexico’s largest trade 
partner, and barriers could hurt its economy.

At the minimum, Trump’s election will 
postpone investment decisions in Mexico 
because of the uncertainty regarding the 
trade policies of the new president, according 
to Swiss investment bank UBS. As such, it 
has lowered its 2017 forecast for GDP growth 
to 1.7% from an earlier estimate of 2.2%. Its 
forecast for 2016 is 2.2%.

Already, Mexico’s peso has weakened 
substantially against the US dollar. At the start 
of the year, it was near pesos (Ps)16.50. It is 
now more than Ps20 to the dollar.

The Mexican central bank could limit further 
weakening of the peso by raising interest 
rates. However, this could slow down 
economic growth.

The chart below shows the various forecasts 
for GDP growth for Brazil (yellow), Argentina 
(blue) and Mexico (green).
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TOO MANY SHIPS, THE ISSUE FOR 
CHEM SHIPPING
By Lane Kelley  

HOUSTON (ICIS)--The problem seems to never 
go away for chemical shipping, though there are 
years when it is only a minor or secondary issue. 
But 2017 will probably not be one of those years. 

Most forecasts put the problem of too many ships 
as the central issue for that sector, not only in the 
coming year but in the next few after that.

Too many ships chasing too few cargoes has 
plagued chemical shipping off and on for years, 
and this dilemma is expected to continue. 

The Chemical Forecaster, published by global 
shipping consultancy Drewry, said recently that 
rising fleet growth and softening seaborne trade 
will depress chemical shipping freight rates over 
the next few years.
The problem surfaced quite visibly in 2016. 
 
Freight rates on the two major chemical shipping 
routes in the Americas – the transatlantic 
eastbound and the US Gulf to Asia trade lane 
– declined by 9% during the year. New fixtures 
reported in the ICIS shipping report declined by 
the same percentage or maybe more, based on 
totals through November.
 
Chemical shipping giant Stolt-Nielsen noted 
the too-many-ships problem in its third-quarter 
earnings report. CEO Niels G Stolt-Nielsen said a 
weaker clean petroleum products (CPP) market 
had pushed ships that would have otherwise 
been absorbed by a healthy CPP sector into 
the chemical tanker market. The result: reduced 
volumes and declining freight rates.

“It is difficult to forecast what the year ahead 
may bring,” Stolt-Nielsen said. “Volume growth 
has not kept pace with supply-side growth, a 
situation made more acute by the recent influx 
of CPP swing tonnage. On the demand side, the 
weak return volumes from China and other Asia 
ports are likely to continue. 

The Drewry report noted a reduction in China’s 
imports of certain products during 2016, not only 
because of declining demand but also from a 
surge in domestic production.With new projects 
there slated to begin operations in the next few 
years, demand for some chemical imports will 

decline further, the report said.

In the long term, this will push down on freight 
rates to Asia.

“While freight rates on some routes are forecast 
to reduce substantially, other routes may see 
rollovers or minor increases,” said Hu Qing, 
Drewry’s lead analyst for chemical shipping, in 
the report.

Qing said shipowners’ earnings will remain 
depressed for the next two years, especially 
those covered mainly by contract business. 
Additionally, Qing said time-charter rates in the 
smaller size categories should remain stable 
in the next two years, but rates for the larger-
sized chemical tankers are expected to decline 
steeply “because of surplus supply and intense 
competition”.
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CHEMICAL STOCKS RALLY WITH 
US MARKETS
By Al Greenwood   

HOUSTON (ICIS)--Many of the chemical 
stocks traded on US exchanges recovered 
from their lows reached in the early part of 
2016 and approached their 52-week highs. 

ICIS follows more than 60 chemical, 
midstream and fertilizer stocks that are listed 
on various US stock exchanges. Out of 
these, several were close to their 52-week 
highs as of 9 December. 
Some had rallied sharply from lows hit at the 
start of the year, when the stock market had 
another correction. 

Indices thus fell by more than 10%, taking 
several of the stocks covered by ICIS down 
with them. 

The Dow Jones US Chemicals Index fell 
below 435 in mid-January 2016, after 
breaking 560 in the first part of that year. 

At the time, investors were worried about the 
outlook for global growth. Commodity prices 
fell, and crude dipped below $30/bbl. 

Stock markets began recovering in mid-
February 2016, when news arose that OPEC 
members could meet for a possible agreement 
about limiting production. Some major producers 
would actually agree to such a freeze, sparking 
a stock rally that has yet to relent. 

In November, the election of Donald Trump 
as president gave the market more strength, 
because investors expected the new 
head of state would lower taxes, simplify 
regulations and increase spending through 
an infrastructure programme. 

The Dow Jones US Chemicals Index was up 
36% from its 52-week low. 

The most powerful rise occurred among 
companies that make titanium dioxide (TiO2). 
US-based Chemours was by far the best 
performer among the companies followed by 
ICIS, with stocks rising from a 52-week low 
of $3.06 to more than $25. That is a swing of 
more than 700%.

Tronox was the second-best performer, 
rising from a low of $2.79 to more than $10. 
Kronos Worldwide, another TiO2 producer, 
rose from $3.94 to more than $12. 
The TiO2 market bottomed out at the 
same time as oil prices. Both subsequently 
recovered, leading to the sharp spike in 
stock prices for companies that make the 
pigment. 

Brazil-based companies Petrobras and 
Cosan also rose sharply from their 52-week 
lows. This reflects the recovery in Brazil’s 
stock market, which rallied as it became 
increasingly likely that then-President Dilma 
Rousseff would be impeached. She was 
ultimately replaced by Michel Temer, who 
has proposed business-friendly policies. 

Despite their performance, Petrobras and 
Cosan are far from their 52-week highs. 
On the other hand, Brazil-based polyolefins 
producer Braskem was trading near its 52-
week high and was up nearly 80% from its 
low.

Other US-listed companies that saw 
triple-digit increases include styrenics 
producer Trinseo, chlor-alkali producer Olin 
and Huntsman, which makes TiO2 and 
polyurethanes. 

Several companies also performed well 
even though they lacked triple-digit jumps in 
stock prices. Those include Methanex, which 
makes methanol; Albemarle, which makes 
lithium and catalysts; and A Schulman, a 
plastics compounder. 

A Schulman is a special case, as its 
stock fell quickly in August after it lowered 
its guidance. It then rallied after former 
CEO Joseph Gingo returned to head the 
company. 

Many fertilizer producers were trading near 
their 52-week highs as of 9 December, 
although none posted gains that exceeded 
50% from their lows. The industry is suffering 
from low crop prices. When farmers earn 
less money from their crops, they cut back 
on fertilizers and agrochemicals. 
Despite the rally, not all of the fertilizer 
companies are near their 52-highs. Nitrogen 

producer CF Industries still has a ways to go. 
Midstream companies had also recovered 
from their lows, while still being well below 
their 52-week highs. 

Overall, US refiners were mixed. Some were 
up appreciably from their 52-week lows. 
Others were up, but still lagged far from their 
earlier highs. 

Calumet Specialty Products, a specialty 
refiner, was the worst performer among the 
ICIS companies. It was trading close to its 
52-week low and down more than 80% from 
its high. 

Earlier in the year, Calumet suspended 
distribution payments to its unit holders. 
Calumet investors own units instead of 
stock because the company is a limited 
partnership. The company also replaced its 
CEO this year. 

Major paint producers Sherwin-Williams and 
PPG Industries were near the bottom of the 
rankings, both in terms of percent gains from 
their lows and in terms of distance from their 
previous highs. 

The following tables list the best and worst 
performers among the companies followed 
by ICIS. The prices are based on the stocks’ 
closing on 9 December.
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Company Last  52wk  52wk  Change
 price  hig how from low

Chemours Co 26.22 27.29 3.06 757%
Tronox Ltd 11.77 12 2.785 323%
Petrobras 10.84 12.555 2.71 300%
Cosan Ltd (USA) 7.8 9.5 2.47 216%
Kronos Worldwide 12.29 12.68 3.94 212%
Williams Companies 30.2 31.85 10.22 195%
Trinseo SA 60.2 60.675 21.92 175%
Huntsman Corporation 20.31 20.51 7.455 172%
Kraton Corp 32.88 37.5 13.35 146%
SQM 31.69 32.32 14.695 116%
Olin Corporation 25.87 26.93 12.29 110%
Stepan Company 86.38 86.68 41.42 109%
Albemarle Corporation 90.69 92.24 45.78 98%
Methanex Corporation 44.8 45.05 22.73 97%
Platform Specialty Products 10.34 13.96 5.25 97%
A Schulman Inc 37.65 37.7 19.58 92%
Kinder Morgan Inc 21.09 23.36 11.2 88%
Braskem SA (ADR) 19.12 19.64 10.82 77%
Ecopetrol SA (ADR) 8.74 10.29 5.16 69%
Marathon Petroleum 49.44 53.23 29.24 69%
AdvanSix Inc 19.99 21.0689 12 67%
Bunge Ltd 73.36 73.7 46.08 59%
Alerian MLP 12.23 13.059 7.77 57%
HB Fuller Co 50.36 50.92 32.49 55%
PolyOne Corporation 34.38 38.41 22.35 54%
Ultrapar  19.46 24.5 12.93 51%
Celanese Corporation 82.78 83.485 55.07 50%
CF Industries  30.95 44.6 20.77 49%
Cabot Corp 53.72 54.08 36.12 49%
RPM International  54.68 55.92 36.7755 49%
DuPont 74.85 74.9799 50.71 48%
PBF Energy Inc 28.64 38.27 19.47 47%
Valero Energy  68 72.7 46.88 45%
Westlake Chemical 7.21 61.53 39.48 45%
Calgon Carbon  18.3 18.8 12.7 44%
Dow Chemical Co 7.71 57.75 40.26 43%
Mosaic Co 31.42 31.54 22.02 43%
Chemtura Corp 33.2 33.35 23.5 41%
The Valspar Corp 102.61 108.97 72.977 41%
Eastman Chemical 77.2 78.79 56.03 38%
Agrium Inc (USA) 109.38 109.71 79.94 37%
Dow Jones US Chemicals Index 560.7 561.35 413.41 36%
PotashCorp 19.75 19.84 14.64 35%
Enterprise Products 25.62 30.105 19 35%
NewMarket Corp 429.13 447.965 322.535 33%
Tesoro Corporation 90.18 109.24 67.8 33%
Axalta Coating Systems 27.13 30.45 20.67 31%
Air Products 149.55 157.84 114.64 30%
Westlake Chemical 20.75 24 16 30%
Praxair 123.92 125 95.6 30%
LyondellBasell 88.42 93.75 69.095 28%
ExxonMobil  89 95.55 71.55 24%
Honeywell 116.23 120.02 93.7094 24%
Ecolab 120.5 124.6 98.62 22%
Phillips 66 87.16 90.87 71.74 21%
Occidental Petroleum 70.58 78.48 58.1435 21%
Sherwin-Williams  270.92 312.48 234.9601 15%
PPG Industries 99.3 117 88.37 12%
Valvoline Inc 20.54 24.51 18.3 12%
WR Grace & Co 69.16 81.019 62.8244 10%
Calumet Specialty Products 3.5 27.875 3.42 2%

Source: Google Finance
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STRONG CHEMICAL M&A MARKET 
TO PERSIST
By Joseph Chang  

NEW YORK (ICIS)--The desire for deals is 
strong and conditions ripe for a high level of 
chemical mergers and acquisitions (M&A) 
activity in 2017. A number of mega mergers 
– the highest profile being Dow/DuPont – are 
pending regulatory approvals, while other 
major and mid-market deal activity chugs 
along.

One striking aspect of today’s chemical M&A 
market, and one of considerable debate, is 
the persistently high valuations – the result 
of an abundance of money chasing a limited 
number of deals.

“From a transactional perspective, strategics 
are still paying premium multiples for good 
assets. Strategics are paying top dollar 
because of lack of organic growth. And 
the US/North American market is still very 
attractive for global players, with stable 
growth and also fragmentation, allowing 
for roll-ups,” said Mario Toukan, managing 
director at investment bank KeyBanc Capital 
Markets.

“There is confidence and liquidity – a lot of 
firepower. That dynamic has not changed 
or slowed, and is even picking up pace,” he 
added.
In early December 2016, Germany’s Evonik 
Industries acquired the silica business of 
US-based JM Huber for $630m, or 10.5x 
expected 2016 earnings before interest, tax, 
depreciation and amortisation (EBITDA).

Evonik is also in the process of completing 
its $3.8bn acquisition of US-based Air 
Products’ performance materials division 
(PMD) comprising epoxy curing agents, 
polyurethane additives and specialty 
additives. The deal, announced in May 2016, 
represents 15.8x EBITDA for the 12 months 
ended March 2016.

“Fifteen times [EBITDA] really is the new 
10x. Five years ago, if someone paid 10x, 
you’d think it was very high. Today 15x is 
of course a high multiple but not off the 
charts and reasonably well accepted by 

the Street for sustainable high quality, high 
growth specialty businesses,” said Telly 
Zachariades, partner at investment bank The 
Valence Group.

“Boards are more supportive of CEOs 
wanting to engage in M&A, and the stock 
market is reacting more positively to M&A,” 
he added.
While traditionally, the acquiring company’s 
stock price would often decline rather 
significantly upon the announcement of a 
major deal, reflecting the premium being 
paid for the business, today the equity 
market hardly bats an eye and even rewards 
deal-making in some cases.

When Evonik announced the $3.8bn Air 
Products PMD deal on 6 May, its stock 
actually rose 4%.

Germany-based LANXESS’ September 
announcement of its planned €2.4bn 
acquisition of US-based Chemtura (lubricant 
additives, flame retardants) prompted an 8% 
jump in the acquiring company’s shares.

LANXESS is paying a multiple of around 
10x trailing 12-month EBITDA of €245m for 
Chemtura, and about 7x including expected 
synergies.

“There is a shortage of deal flow relative 
to the amount of money chasing deals – 
both from corporates and private equity. 
Prices are getting bid up to historic levels,” 
said Leland Harrs, managing director at 
investment bank Houlihan Lokey.

Overall valuation levels are several turns of 
EBITDA more than two years ago, he noted.
“Strategics factor in synergy potential – they 
can pay 10x, but it’s really 7x with synergies. 
Sponsors must see prospects that are 
different than what’s right under your nose 
– such as from higher growth levels if the 
business is managed better,” said Harrs.

“In addition, they can underwrite to an 
acquisition/rollup scenario where they can 
buy one business, and then several others 
like it. People will pay more for a $50m 
EBITDA business than a $25m EBITDA 
business, all things being equal,” he added.

“Buyers feel they can pay more, and 
there’s also a big push for some companies 
to become more focused on specialty 
chemicals – those businesses with over 20% 
EBITDA margins,” said Allan Benton, vice 
chairman and head of the chemicals group 
at investment bank Scott-Macon.

“Companies will even pay higher multiples 
than their own trading multiples, believing 
they can bring their own valuations up,” he 
added.

While M&A valuations are indeed at high 
levels, it pays to watch and analyse the 
trends in specific groups such as specialties 
and commodities, where valuations move in 
different cycles, according to Peter Young, 
president of investment bank Young & 
Partners.

For example, commodity chemical 
transaction valuations fell around 25% 
in 2015, but have been up 35% through 
Q3 2016. And “contrary to conventional 
wisdom”, specialty chemical valuations are 
actually down 25% through Q3 2016 after 
surging 40% in 2015, Young pointed out.

“Analysis by analogy doesn’t work. This year 
has been a great time to sell commodity 
assets, while specialty chemicals have 
slipped – it is totally different from what 
you’re hearing,” said Young.
Along with valuations, M&A activity is largely 
expected to remain robust in 2017, barring 
any major macro shocks.

“I think we’ve plateaued, but at a high level. 
We’ve been in the valley at the peak of 
the mountain for two-three years now and 
the circumstances that led us to the peak 
continue to persist. Absent an external 
shock, it looks like 2017 will be humming 
along as strongly as 2016,” said The Valence 
Group’s Zachariades, “although technically 
volumes will inevitably come down due to 
some of the ultra large deals of 2016”.

“There are plenty of businesses for sale. 
Sponsor and corporate interest remains 
high, and debt remains cheap. The 
alternatives to M&A are unattractive as there 
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is zero to low organic growth, and there’s 
little point in having cash sit around with 
low interest rates. The stars remain in total 
alignment,” he added.

In 2016, through the first three quarters, M&A 
activity is actually tracking lower than in 2015 
– both in dollar volume and number of deals, 
for those over $25m in size, according to 
Young & Partners.

On an equity basis, there have been 
$31bn of deals greater than $25m in value 
completed through Q3, well below last year’s 
pace.
“Just to tie with last year’s $65bn would 
require closing $34bn of deals in Q4, which is 
impossible. Completion by year end of either 
the Dow/DuPont deal or the ChemChina/
Syngenta deal would have bridged that 
gap, but both have been severely delayed 
by antitrust and other considerations” said 
Young.

In terms of number of transactions, 61 deals 
over $25m in size were completed through 
Q3 2016 versus 91 deals for all of 2015.
“Again, on an annualised basis, we are on a 
slower pace compared to last year. Even last 
year showed a slowdown in volume from the 
109 deals in 2014,” said Young.

“Looking forward, the value of deals 
announced but not closed at the end of Q3 
was $227bn [59 deals]. However, the list is 
dominated in dollar terms by just a few mega 
deals such as Dow/DuPont, Bayer/Monsanto, 
ChemChina/Syngenta, PotashCorp/Agrium, 
and Sherwin-Williams/Valspar. None of these 
will close in 2016. Some may not close at 
all,” he added.

TRUMP EFFECT

The election of Donald Trump as the next 
US president is spurring optimism across 
the industrial arena in the US and largely 
globally, as his policies are viewed as 
economically friendly and expansionary. 
Concerns about Trump’s anti-free trade 
policies have so far been put on the back 
burner.

“There was thought that a Trump 
presidency could throw the market for 
a loop because of the uncertainty factor 
versus a status quo pick, but the market 
has taken it in stride,” said Zachariades 
from The Valence Group.

“Corporations and private equity firms 
are enthused about lower taxes and 
regulations, a friendly attitude towards the 
energy industry and the possibility that there 
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will be less antitrust scrutiny than under the 
Obama administration,” he added.
The election of Trump, and Brexit were 
major surprises in 2016, but both events 
were well digested by global equity markets 
– less so by the debt markets with regard 
to Trump as interest rates have risen on 
inflation expectations.

“Trump is very beneficial for the chemical 
industry – in the US but also in other 
countries. Pushing back on climate change 
will reshuffle value chains. Less regulation 
means less costs,” said Bernd Schneider, 
managing director and global head of 
chemicals at investment bank Alantra.
While overall the macro trends are healthy, 
he sees challenges for the chemical sector 
from rising nationalism, the prospect of 
duties on imports, and the abandoning 
of proposed trade agreements such as 
the Transatlantic Trade and Investment 
Partnership (TTIP) between the US and the 
EU.

“Anything against free trade is a burden 
for the chemical sector, as it’s a global 
industry,” said Schneider.
However, there’s an argument that a more 
protectionist stance in the US could spur 
international companies to make sure they 
have a solid footprint in the world’s largest 
economy.

“If Trump takes a protectionist view or 
implements protectionist policies, there’s 
a question of whether it could increase 
interest in companies putting a footprint 
in the US. It could be a positive catalyst 
for M&A,” said Chris Cerimele, managing 
director at investment bank Balmoral 
Advisors.

“And if oil continues to recover, it puts the 
US in a more competitive position [US 

petrochemical producers use cheaper 
natural gas-based feedstock], and that 
could drive M&A as well. Those two factors 
are causing the market to be more bullish 
than less,” he added.

If Trump “cuts the teeth out of lending 
regulations”, that could loosen things in the 
financing market, even as interest rates rise 
modestly, Cerimele said.

“The US political situation with Trump is 
more supportive of M&A in 2017. We’re 
optimistic,” he added.
Even as interest rates move up, a lower 
corporate tax rate in the US being assumed 
under a Trump administration would be 
helpful to M&A, said Benton of Scott-
Macon.

“European and Chinese chemical 
companies will want to buy assets in the 
US, including US Gulf Coast ethylene 
assets as a result of the competitive 
feedstock costs in the US,” he noted.
And some Middle East firms such as 
Saudi Aramco are seeking downstream 
transactions in the US, noted Benton from 
Scott-Macon.

A recent interesting deal by Aramco is its 
November 2016 acquisition of the CO2-
based polyols technology called Converge 
from US-based Novomer in a transaction 
worth up to $100m, he said.



PRIVATE EQUITY OUTLOOK

Private equity firms, or sponsors, have 
largely taken a back seat amid the strong 
level of overall chemical M&A activity in the 
past several years, as strategic or industrial 
buyers have been more aggressive.

However, with burgeoning war chests and 
still-cheap financing, their level of buying 
interest has not waned and they are 
winning some mid-sized deals.

“Sponsors have been relatively quiet 
in 2016 as valuations are ‘peaky’ and 
strategics aggressive. But the financing 
markets are still very much alive and 
open. This will spur sponsors to be more 
aggressive in the M&A market,” said 
KeyBanc’s Toukan.

Yet now certain big players in private equity 
are making a renewed push into chemicals.

Private equity firm Carlyle bought Atotech 
(metal and surface finishing coatings and 
chemicals for electronics and industrial) 
from France’s Total in October 2016 for 
$3.2bn, or 11.9x 2015 EBITDA.

“It’s been tougher for private equity because 
strategics are being quite aggressive and 
paying more, accounting for synergies, than 
in the past. They have had to be aggressive 
in this market,” said The Valence Group’s 
Zachariades, noting the healthy multiple 
paid by Carlyle for Atotech.

“Valuations are ramping up further and 
further. Normally you see strategics being 
able to outbid sponsors but now you are 
seeing sponsors outbid even strategics that 
have synergies with the target business in 
certain cases,” said Schneider from Alantra.

Private equity giant Blackstone entered the 
chemical space again for the first time in 
years with the December 2016 announced 
acquisition of Solvay’s acetate filter tow 
business for around €1bn, or 7x EBITDA.

The relatively low EBITDA multiple 
disappointed some in the investment 
community, although it was for a commodity 
business.

“On the plus side, we believe that Solvay’s 
sale process interjected quite a bit of 
instability into the filter tow market and 
is partly to blame for the rampant pricing 
issues. On the downside, the reported 7x 
EBITDA multiple appears on the lighter side 
of what could have been expected,” said 
Frank Mitsch, chemicals analyst at Wells 
Fargo.

Mitsch covers US-based chemical 
companies Eastman Chemical and 
Celanese, both of which have acetate filter 
tow businesses.

“Private equity has a greater chance of 
winning deals if it is a very big business, 
more commodity in nature, or when it is 
in a highly consolidated sub-sector with 
regulatory approval issues,” said The 
Valence Group’s Zachariades.

In the US, both Eastman Chemical and 
Williams have crackers for sale – about 
as commodity assets you can get, as they 
produce the basic building block chemical 
ethylene.

“Companies prefer to be downstream in 
areas that will benefit from low raw material 
costs rather than in those raw material 
chemical producers themselves – like 
ammonia, propylene and ethylene,” said 
KeyBanc’s Toukan.

“The universe of buyers – strategics and 
sponsors – for commodity-based assets is 
very, very narrow. I would not be surprised 
to see a sponsor involved for those 
crackers,” he added.

Many large chemical companies are 
seeking to unload commodity chemical 
businesses to focus on specialties. Yet they 
will likely have to settle for more modest 
multiples.

“We’re seeing cyclical assets being lured 
into sales. However, there has not been 
a proportional increase in valuations in 
commodities versus specialty areas like 
food ingredients and composites where 
they are very innovation focused,” said 
Schneider from Alantra.

“Cyclicals are being sold at slightly higher 
than their historical average but the 
valuations have not risen at the same rate. 
Commodities might get 7x instead of 6x, but 
at the higher end such as food ingredients, 
today you can easily get 13x, 14x or 
15x. Really the gap is widening between 
commodity and specialty, and it has to do 
with competition – there is less competition 
for commodity assets,” he added.

And commodity chemical assets are 
perceived to be at the top of the cycle or 
leaving the top.

“They are certainly not at the bottom, and 
nobody wants to buy at the top,” said 
Schneider.

“Private equity firms receive a lot of 
publicity, but continue to lose market share 
in terms of acquisitions. They accounted 
for only 7% of the total number of deals 
completed through Q3 2016, a startling loss 
of share compared to the historical norm 
of 20-25% and a drop from their 9% share 
through the first half,” noted Young of Young 
& Partners.

“Even their share of the dollar volume was 
low at only 3% of the total through Q3 2016, 
down from 4% in the first half,” he added.
For large deals, private equity firms have 
had difficulty outbidding strategic buyers, 
but for mid-range deals with $10m-50m in 
EBITDA, they will still play a very healthy 
role, noted Schneider of Alantra.

“Mid-size strategics tend to be a little more 
cautious, while private equity players still 
have huge amounts of funds that they have 
to spend,” he said.
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NEW ASPECTS/SPECIAL SITUATIONS

Motivated buyers on both the strategic 
and private equity side are in some cases 
making direct approaches to potential 
targets, bypassing bankers, noted Harrs of 
Houlihan Lokey.

For example, Italy-based Italmatch 
Chemicals bought US-based Compass 
Chemical (organophosphonates for water 
treatment, oil and gas) from private equity 
firm One Rock Capital Partners in June 
2016 without a banker, he noted.

“People are turning a lot of leaves and 
beating the bushes for deals,” said Harrs.
And there is a new class of buyer in the 
M&A market today.

“One trend is that we’re seeing more 
wealthy family office funds – those with 
$100m or more – foregoing traditional 
private equity investments, and seeking to 
make direct investments,” said Cerimele of 
Balmoral Advisors.

“They are hiring professionals and 
essentially operating like a private equity 
firm, contacting bankers on deals. This 
gives them more direct control – they can 
be a decision maker and more hands-on. 
And they tend to have longer investment 
timeframes than private equity. They are 
becoming an increasingly important part of 
the market,” he added.

Leveraged buyouts, once an important 
aspect of the chemical M&A market, have 
faded in 2016 as public trading valuations 
have risen.

“One area that’s been quiet but should 
really be a bigger piece of the M&A market 
is ‘take privates’. The chemical sector still 
has many smaller cap public companies 
that would likely be better served in the 
private domain. The issue is that valuations 
are so high, that these are harder to 
consummate,” said KeyBanc’s Toukan.

“The Trump rally has been significant and 
many chemical stocks are hitting all-time highs. 
But once the overall equity markets normalise, 
we’ll see more of these conversations and 
transactions emerge, he added.

Examples of public chemical companies 
being taken private in the past few years 
are US-based OM Group (coatings and inks 
additives, magnetic materials) by Apollo 
Global Management, and Zep (consumer 
and institutional cleaning chemicals) by 
New Mountain Capital – both in 2015.

IPOS/DUAL TRACKS

In dual track processes, where a sale 
process and initial public offering (IPO) are 
being run simultaneously, the businesses 
tend to wind up being sold.

“M&A valuations are at historic levels – they 
are so narrow between public and private 
that often an IPO doesn’t make sense,” said 
KeyBanc’s Toukan.

Examples include Arizona Chemical being 
sold to Kraton Polymers (January 2016), 
AVINTIV (formerly PGI) to Berry Plastics 
(October 2015) and PQ to CCMP Capital 
(partial sale in December 2014), he noted.

Chemical companies have had great 
difficulty going public, according to Young & 
Partners. Going all the way back to 1980, 
the highest dollar amount raised in IPOs 
in a single year was $5bn in 2006 and the 
highest number of IPOs was 14 in 1995.

“For most of the years, the dollar volume 
was under $1bn and the number of IPOs 
between zero and three – astonishingly low 
numbers,” said Young.

“This year has been different. The number 
of IPOs has hit the historical peak of 14 in 
just three quarters. However, all of the IPOs 
were extremely small and all were Asian 
companies. The total dollar volume through 
Q3 was just $717m,” he added.
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SULPHUR FLUCTUATIONS LEAD TO 
UNCERTAINTIES
By Annalise Little   

HOUSTON (ICIS)--Sulphur prices in North 
America moving into the New Year are 
somewhat uncertain, as weak phosphates 
markets and a recent spike in sulphur prices 
battle against one another.

North America benchmark prices have 
gained ground from multi-year lows earlier 
in 2016. Since August, prices in Canada 
have risen from an average of $70.5/tonne to 
$86.5/tonne FOB (free on board) Vancouver. 
 
Some of this is connected with stronger 
prices in China starting in October, which 
came as somewhat of a surprise to the global 
market. Middle East sulphur prices moved 
up during the fourth quarter lending further 
support to benchmark sulphur prices.

However, not all of the gains in Vancouver 
were led by the international market.
Vancouver and the US west coast have 
spent much of 2016 extremely tight in supply, 
first from the Fort MacMurray wildfires in 
Canada in April, then from flooding, and a 
slow ramp-up from both to solid production. 
This supported higher prices toward the end 
of the year.

Sulphur production in western Canada fell 
as low as 245,706 tonnes in May, during the 
climax of the wildfires that shuttered many 
production sites completely. That level is 34% 
lower than the 372,797 tonnes produced in 
May 2015.

Of this total, production via oil sands 
processing was 37% lower than in April 2015
.
By August, the most recent data available, 
there was an improvement, with Syncrude 
production at 77,120 tonnes. That 
represented the third consecutive month of 
strong upward movement. The fires in Fort 
McMurray had a large impact on production 
in the area. The data shows continued 
movement back toward more normal 
production levels. 

When production suffered, exports did as 
well. Vancouver vessel exports fell in June to 
134,000 tonnes, the lowest amount shipped 
since June of 2014, according to Metro Port 
Vancouver.

Exports have mostly recovered, with the 

most recent data showing 215,000 tonnes 
sent in October. But product is definitely in 
short supply to send, with at least one major 
sulphur marketer in Canada having said they 
would not be able to participate in potential 
spot cargoes before the end of 2016 due to 
supply issues.

OTHER
SULPHUR
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The same landscape has emerged in the 
US west coast, with export prices heard 
reaching into the mid-$80s/tonne FOB 
California and suppliers unable to get a full 
cargo together

US Gulf prices have ticked upward as well, 
by about $10/tonne, after a long steady 
period. This may be due to a spot cargo that 
was shipped from the US Gulf to Fertinal in 
Mexico. 

That is not a trade flow that has been 
seen recently and has peaked much of the 
market’s attention. 

Pricing details were not heard on the 
vessel, but it was understood that the spot 

range for the region rose into the mid/high-
$70s/tonne FOB around the same time.

For the first quarter, throughput numbers 
from Mosaic’s remelter in Florida will be 
of interest. It is thought that the facility has 
processed between 300,000 and 500,000 
tonnes, slightly below what was previously 
thought.

Also looking forward, Fertinal has returned 
to the market and is expected to need 
several cargoes in 2017. Cuba will require 
an additional 160,000 tonnes/year for 
Sherritt’s acid facility.

On the supply side, Pemex is expected to 
commission a forming facility in Mexico, and 

Canada’s Heartland forming facility is under 
construction as well.

Fertilizer major Mosaic will acquire the 
fertilizer operations of Brazilian multinational 
Vale for an aggregate purchase price 
valued at $2.5bn following weeks of 
speculation, the US company announced 
on 19 December. This will give Mosaic the 
status of largest phosphates producer in the 
world.

The election of Donald Trump as the next 
US president of the world’s largest economy 
has major implications for global trade. It 
is early still to say what impact there might 
be on the sulphur market and related 
industries.
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THIS COULD BE YEAR OF THE 
‘BRASKEM EFFECT’
By Lane Kelley    

HOUSTON (ICIS)--What sounds like a thriller 
novel, the “Braskem Effect” will become a 
recognisable data point in North American 
polyolefins in 2017.

Some experts expected the startup of the 
Braskem Idesa’s Ethylene XXI joint venture 
cracker and polyethylene (PE) project in 
Veracruz, Mexico, to have a big impact on 
US producers in early 2016. But the delayed 
startup of the project, which finally was 
inaugurated in May, postponed the fallout for 
a few months.

One longtime PE watcher said the unit did 
not really begin producing until the fourth 
quarter of 2016. That source said the 
Braskem effect will be a “big brake” on North 
American high density (HDPE) and low 
density (LDPE) exports to Mexico and Latin 
America in 2017.

Recent export data show the Braskem effect 
already at work. Data from the International 
Trade Commission (ITC) showed US exports 
to Mexico declining in September and even 
more in October.

The  Braskem plant is a big ripple in the first 
wave of North American PE projects coming 
online in 2016-2018. US PE capacity could 
easily expand by 20-25%.

Gregg Goodnight, vice president at 
Chemical Market Resources, said 3m 
tonnes of new PE and cracker capacity 
has been added in North America in 2016, 
including the Braskem project.
“So we’re getting a little bit of a dry-run in 
preparation for the deluge that is coming,” 
Goodnight said.
  
Whether the US is ready for the new 
capacity is another matter. 
US polymer producers are doubtful that 
enough infrastructure improvements will 
be ready – especially in Houston and the 
US Gulf Coast region – when the North 
American PE boom hits full-force in 2017-
2018.

OTHER
THE ‘BRASKEM EFFECT’

16-Sep 15-Sep % chg 16-Oct 15-Oct % chg

82,790 89,323 -7.31% 76,196 97,489            -21.84%

US PE exports to Mexico, in tonnes

  Source: US ITC

  Source: US ITC
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“There’s been a lot of promises made,” 
said Rick Scharchburg, logistics operations 
manager at INEOS Olefins & Polymers 
USA.

Speaking at a conference in Houston, 
Scharchburg said he is pessimistic that 
concerns about insufficient rail lines and 
shipping containers will be addressed by 
the time INEOS starts up its new PE units in 
the US Gulf Coast over the next two years.
“We’re planning on stretches of time when 
there will be trouble,” Scharchburg said.
Some of the trouble stems from shipping 
containers needed to export bagged 
PE. Producers constantly face a lack of 
containers in Houston, said Travis Bond, 
global supply chain manager at DuPont.
“I don’t hear that same question about the 
ports on the west coast,” Bond said.
Added Rick Lissa, senior director of logistics 
management at Formosa Plastics: “The 

question mark everybody has is are there 
enough containers [in Houston].”
A poll of those attending the conference 
found that 90% said that US polyolefins 
producers would be able to compete price-
wise with Middle Eastern producers and 
those in China, India and Europe once the 
boom kicks in during 2017-19.

The  Braskem plant is a big ripple in the first 
wave of North American PE projects coming 
online in 2016-2018. US PE capacity could 
easily expand by 20-25%.

Gregg Goodnight, vice president at 
Chemical Market Resources, said 3m 
tonnes of new PE and cracker capacity 
has been added in North America in 2016, 
including the Braskem project.
“So we’re getting a little bit of a dry-run in 
preparation for the deluge that is coming,” 
Goodnight said.



Back to Quick Navigation     |   60Copyright 2017 Reed Business Information Ltd. ICIS is a member of RBI is part of RELX Group plc. ICIS accepts no liability for 
commercial decisions based on the content of this report. Content published between December 2016 to January 2017.

You can rely on ICIS for all your market intelligence needs

Request your free sample report

Request a free trial of ICIS news Enquire about the price forecast reports

Request a demo of our supply & demand database

Download a free sample now

SUPPLY AND DEMAND DATABASE

Receive an end-to-end perspective across the global petrochemical supply 
chain, enabling you to grasp the local or regional scenario in a global context. 
Data includes import and export volumes, consumption, plant capacities, 
production and product trade flows – from 1978 up to 2030.

DIGITAL CHEMICAL BUSINESS MAGAZINE

ICIS Chemical Business (ICB) e-magazine is the 
No.1 source of market intelligence and analysis 
of the global chemical markets. It is the essential 
reading for global chemical industry players, 
providing decision support for executives making 
current transactions, as well as short term and long 
term planning.

PRICE FORECAST REPORTS

ICIS publishes monthly forecast reports for 
selected commodities showing a 12-month rolling 
price forecast as well as details of supply and 
demand, trade balances, capacity and margins. It is 
a valuable tool to identify commercial opportunities 
in the short to mid-term.

PRICING INFORMATION

ICIS is the benchmark for independent and reliable price assessments on more than 
180 commodities traded in regions such as Asia, Europe and the Americas. Our 
reports also provide price histories and expert commentary to help you understand 
the key price drivers and market conditions and settle your contract prices 
confidently with access to time-sensitive offers, bids and price movements.

NEWS INFORMATION

Be the first to find out about breaking news and 
analysis across the global petrochemical markets. 
Our market-moving news articles cover production 
updates, plant capacities, output and shutdowns, 
plus so much more.

http://www.icis.com/contact/free-sample-price-report/?cmpid=ILC|CHEM|CHPRI-2017-01-US-americasoutlooks2017&sfid=701w000000194bx
http://www.icis.com/contact/enquire-about-icis-global-supply-and-demand-service/?cmpid=ILC|CHEM|CHPRI-2017-01-US-americasoutlooks2017&sfid=701w000000194bx
http://www.icis.com/contact/request-free-trial-icis-news/?cmpid=ILC|CHEM|CHPRI-2017-01-US-americasoutlooks2017&sfid=701w000000194bx
http://www.icis.com/contact/enquire-about-icis-price-forecast-reports/?cmpid=ILC|CHEM|CHPRI-2017-01-US-americasoutlooks2017&sfid=701w000000194bx
http://www.icis.com/contact/download-a-free-sample-digital-issue-of-icb-magazine/?cmpid=ILC|CHEM|CHPRI-2017-01-US-americasoutlooks2017&sfid=701w000000194bx


US CHEMICALS EXPECTED TO 
KEEP MOMENTUM
By David Haydon     

HOUSTON (ICIS)--With another year of 
mergers and acquisitions (M&A), the US 
chemical industry continued to grow in 
2016, and multiple factors, ranging from 
optimistic opinions on the next presidential 
administration to investment and abundance 
of shale gas, have poised the industry for 
expansion in 2017. 

Chemical production grew in every region 
of the US during 2016, according to the 
American Chemistry Council (ACC), which 
forecasts that growth to translate into more 
than $1tr in chemical revenues by 2020.
In its year-end 2016 outlook, the ACC noted 
that US GDP will increase only 1.6% by 
the year’s end due to lukewarm business 
investment, inventory imbalance early on and 
a challenging trade environment.

That 1.6% mirrored similar data by the 
National Association for Business Economics 
(NABE) in its year-end outlook survey of 52 
analysts.

GDP is inching up despite the larger 
growth in the chemical industry. Thanks to 
the upcoming presidential administration, 
however, and the US Gulf Coast’s benefit 
of abundant shale gas, the ACC predicted a 
moderate 2.2% uptick in GDP during the first 
half of 2017.

However, long-term US economic growth is 
expected to be tepid due to that same level 
of uncertainty with government planning and 
global factors.

Analysts surveyed by NABE identified 
infrastructure investment, reforming the US 
tax code and easing regulatory policies as 
factors that President-elect Donald Trump 
could push to lift economic growth. 

Contrasted with this is a fear that Trump’s 
opposition to trade agreements could leave 
the US wide-open for a loss of surpluses in 
chemical exports vs imports.

The ACC said the US chemical industry 

OTHER
US CHEMICALS

should be a source of strength in the midst of 
that uncertainty, as industries such as home 
construction and vehicle manufacturing will 
benefit from competitive prices and increased 
exports.
 
Driving that chemical industry power is the 
US Gulf Coast. Thanks to shale gas, the 
Gulf Coast in 2017 should continue to see 
investments in new plants, increased plant 
capacity and a bigger demand for shipping. 
Across the US, approximately 275 new 
chemical production projects have been 
announced as of November 2016. Those 
projects, 60% of which are foreign direct 
investment (FDI), have a combined value of 
more than $170bn.

In terms of exports and imports, trade should 
recover from the last two years.

Despite the fact that US chemical exports 
contracted 6.8% in 2016, to $120bn, the ACC 
reported a $29bn trade surplus in chemicals 
as imports also declined 3.9% to $91bn. 
This surplus was across the board with the 
exception of pharmaceuticals. 

The contractions were mostly due to a 
high US dollar, low crude oil prices and a 
decrease in external demand. The ACC said 
total trade will pick up in 2017 and grow, 
this after a 2015 contraction of 5.6%. By 
2018, exports should have a healthy, upward 
momentum with a $77bn trade surplus in 
chemicals by 2021.

The ACC predicts US chemical industry 
capital spending (capex) to surge in the 
coming years, once again with the exception 
of pharmaceuticals. The leap should be from 
$40.8bn in 2016 to $58.6bn by 2021.

Expectations that the US chemical industry 
would continue the trend of M&As in 2016 
turned out to be grounded in hard fact, with 
more than 94 transactions counted by the 
third quarter of 2016, according to US PwC. 

Following the trend from the year prior, 
M&A transactions increased mostly due 
to companies wanting to grow their core 
business and slake off less profitable 
branches. 

The period of high M&A could be stunted 
in 2017, however, as 2016 already showed 
signs of it slowing. Total value of deals in 
the third quarter of 2016 was $18.9bn, down 
from $69bn quarter on quarter, while the 
volume of transactions went from 43 deals in 
Q2 to 23 deals in Q3. PwC noted that deal 
value had returned to a more normal level in 
Q3 after three quarters of increased activity.   

Despite economic uncertainty, the US 
chemical industry has seen years of 
competitive advantage after years of 
investment in shale gas. Assuming 
production expands to meet growing demand 
around the world, the trend for industry 
growth both in investment, employment and 
production, should continue for years.
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REXtac could complete the refurbishment of a 
propane splitter, which will provide feedstock for 
two idled polypropylene (PP) lines in west Texas. 
Assuming continuous operations, the two lines 
have a total capacity of 438m lb/year (200,000 
tonnes/year).

Inter Pipeline may start construction of a 525,000 
tonne/year PDH unit In Alberta province in 
Canada. If Inter Pipeline develops the project, it 
should start operations in 2021. 

The company may also build a polypropylene (PP) 
plant to receive the propylene. This plant could 
also start in 2021. 

Braskem could announce an investment decision 
on a proposed 450,000 tonne/year PP plant in La 
Porte, Texas. It has already chosen WR Grace’s 
Unipol technology for the plant.
LyondellBasell should make an investment 
decision on a propylene oxide/tertiary butyl alcohol 
(PO/TBA) plant it would build in Houston. If built, 
it will have a capacity of 1bn lb/year (450,000 
tonnes/year) of PO and 2bn lb/year of TBA. 

For other plants, INEOS is developing a new 20,000 
tonne/year polyalphaolefins (PAO) in La Porte, 
Texas, to be commissioned in the first quarter.

Chevron Phillips Chemical will expand its low-
viscosity PAO plant by 10,000 tonnes/year at its 
Cedar Bayou plant in Baytown, Texas.

Brazil-based Elekeiroz plans to start up a new 
bioplasticizer plant at its Varzea Paulista site near 
Sao Paulo in late 2017 or early 2018. It is developing 
the project under a joint venture with Nexoleum. 

This is a two-phase project. Under the second 
phase, Elekeiroz will move Nexoleum’s existing 
8,000 tonne/year plant near Sao Paulo to the 
Elekeiroz site for total joint capacity of 24,000 
tonnes/year. This second phase could take about 
a year.

K+S expects production to start at its Legacy 
potash mine in Canada. The site should reach its 
target capacity of 2m/year by the end of 2017. 

A Yara and BASF joint venture plans to start up a 
750,000 tonne/year ammonia plant in Freeport, 
Texas at the end of 2017.  

US FIRST CRACKER WAVE TO 
START IN NEW YEAR
By Al Greenwood     

HOUSTON (ICIS)--The first wave of new US 
cracker and polyethylene (PE) plants will start 
operations next year.

Five crackers are expected to start up in 2017, 
including the restart of an idled unit by Indorama, 
according to ICIS. In all, they will add 7m tonnes/
year of capacity. 

The Indorama cracker will supply feedstock for 
its ethylene oxide (EO) production, allowing it to 
become an integrated US producer of polyethylene 
terephthalate (PET). 

Occidental Chemical and Mexichem will use the 
ethylene from its cracker to supply feedstock to a 
nearby vinyl chloride monomer (VCM) plant. The 
VCM will then be shipped to Mexichem’s polyvinyl 
chloride (PVC) plants in Latin America.

Formosa Plastics was among the companies 
that announced plans for a new cracker and PE 
plants at its complex in Point Comfort, Texas. The 
company has started construction on the 1.59m 
tonne/year cracker, but has not provided updates 
on the PE plants. 

Braskem plans to start up an ethane terminal at 
its Camacari complex in Bahia state in Brazil by 
the second half of 2017. The terminal will supply 
ethane to a cracker, which Braskem is converting 
so it can use up to 15% ethane. 

Meanwhile, NOVA Chemicals could make a final 
investment decision on a new linear low density PE 
(LLDPE) plant in mid-2017. The capacity would be 
around 400,000 tonnes/year.

The US will also get a new PET plant in 2017, when 
Mossi & Ghisolfi (M&G) is expected to start up a 
new 1.1m tonne/year unit in Corpus Christi, Texas. 

The nation will also get its third propane 
dehydrogenation (PDH) unit, as Enterprise is 
expected to start up its 750,000 tonne/year plant in 
Mont Belvieu, Texas. 

Formosa has started construction of its own PDH 
unit in Point Comfort, but no recent start-up date 
has been announced. 
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Company Capacity Location Start-up

Chevron Phillips Chemical 1.5m tonnes Cedar Bayou, Texas H2 2017

ExxonMobil Chemical 1.5m tonnes Baytown, Texas H2 2017

Dow Chemical 1.5m tonnes Freeport, Texas mid-2017

Occidental Chemical/Mexichem 544,000 tonnes Ingleside, Texas Q1 2017

Indorama 370,000 tonnes Lake Charles, Louisiana Q4 2017

Company Capacity Grades Location

ExxonMobil 1.3m tonnes PE (premium) Mont Belvieu, Texas

Chevron Phillips 1m tonnes HDPE, LLDPE, other Sweeny, Texas

Dow Chemical NA PE (high-value), LDPE Freeport, Texas

The following table shows the crackers expected to start up.

The other crackers will be integrated with PE plants that will start up in 2017, as shown below. 
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of the US dollar should follow suit, which 
could impact the ability for US commodities 
to sell, especially overseas. 

However, nearly 65% of the manufacturers 
polled by the ISM felt a strong dollar did not 
have a negative impact on their business, 
nor did cheap oil prices. This was likely 
in part thanks to shale gas creating an 
alternative outlet for chemicals and other 
products.  

The optimistic outlook was not constant 
through the year. Economic uncertainty 
increased worldwide following the loss of 
government leaders around the globe, most 
of whom faced strong anti-establishment 
sentiment.

Following the June Brexit vote, UK Prime 
Minister David Cameron resigned in July, 
allowing his party to appoint Theresa May 
as successor. May undertook a deep 
reshuffle in the cabinet to face the Brexit 
challenge and promised to rebalance the 
UK’s economy, which gyrated after the UK 
voted to leave the EU.

The August impeachment of Brazil 
President Dilma Rousseff followed, after 
a months-long struggle over accusations 
that she manipulated the country’s federal 
budget. Brazil’s judiciary branch and senate 
are in the midst of legislative disarray trying 
to parse the effects of the impeachment. 
 
Donald Trump, the then-US presidential 
candidate, represented similar political 
angst in America, taking the Republican 

ANALYSTS CAUTIOUSLY 
OPTIMISTIC ON US ECONOMY
By David Haydon     

HOUSTON (ICIS)--The results of the US 
presidential election were undoubtedly the 
largest factor influencing the outlook on 
America’s economy going into 2017.

However, the uncertainty following the 
election leans more towards optimism, 
according to the year-end economic 
forecast from the Institute for Supply 
Management (ISM). 

Compared with the outlook reported in 
December 2015, the ISM said 47% of 
survey respondents were more optimistic 
about 2017 than of 2016. Of the remaining, 
41% believe 2017 will be the same as the 
previous year, and 12% believe it will be 
worse.

Real GDP is expected to increase 1.6% 
at the end of 2016, before increasing to 
2.2% in the first half of 2017, according 
to the National Association for Business 
Economics (NABE). The group said in its 
year-end outlook that forecasts for broad 
economic growth through 2017 remained 
positive. 

The US dollar continued to appreciate in 
2016, hitting a 13-year high in November 
after the US Federal Reserve’s chair, Janet 
Yellen, hinted at raising interest rates before 
the end of the year.

Yellen said the Fed wanted more evidence 
of progress towards the Federal Open 
Market Committee’s (FOMC) objectives, 
such as an increase in inflation. The Fed 
met again on 13-14 December, the last 
meeting of 2016, and voted to increase 
rates by 0.25%. The move mirrored their 
rate hike in December 2015, also 0.25%, 
the first increase since 2006.

“Economic growth has picked up since the 
middle of the year,” Yellen said. “We expect 
the economy will continue to perform well.”
 
US inflation should trail upwards in 2017 
following that economic growth. The value 
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party nomination in July and winning the 
presidential election in a surprise upset in 
November. 

Back in Europe, Italy Prime Minister 
Matteo Renzi formally resigned on 7 
December. Renzi vowed to step down 
after the country’s voters rejected his 
referendum proposals by 59.1%. However, 
President Sergio Mattarella convinced him 
to hold off until the country’s 2017 budget 
was passed. Mattarella picked former 
Italian foreign minister Paolo Gentiloni to 
head an interim technical government.  

Within days of Italy’s situation, South 
Korean lawmakers overwhelmingly voted 
to impeach their president, Park Geun-
hye, over a corruption scandal involving 
collusion with a former aide. Crowds of 
protesters had gathered in South Korean 
cities for weeks prior, calling for the 
impeachment. 

In the US, the largest piece of uncertainty 
over Trump lies in regards to his stance on 
trade agreements. Trump has repeatedly 
vowed to back the US out of the Trans-
Pacific Partnership agreement, among 
other trade deals. 
Whether trade liberalisation with 
Japan and/or Europe would help their 
businesses, approximately 70.6% of the 
ISM’s non-manufacturing panel said “no”. 

In regards to two years of low oil prices, 
OPEC agreed in November to cut oil 
production by 1.2m bbl/day in an attempt 
to reduce global output by 1% and raise 
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the global price of crude over the $50 mark. 
Brent and WTI increased by 8% each 
once the announcement was made, but 
questions remain whether a permanent 
price increase will occur in 2017, given 
shale oil production in the southern US 
could easily counter OPEC’s decision. 

US sales of new single-family houses 
was up 17.8% in October year on year, 
according to the National Association of 
Realtors (NAR).
According to the American Chemistry 
Council (ACC), gains are expected in 2017, 
with housing starts expected to approach 
the long-term underlying demand of 1.5m 
units/year due to population increases and 
replacement of older properties.

In addition to homes, automobiles 
demonstrated a lukewarm performance 
in 2016. According to US-based auto 
research firm AutoData, total US sales of 
new light vehicles year-to-date through 
November inched up only 0.1% compared 
with November 2015. Total auto sales in 
November were less than 1.4m.
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In the large-buyer market, sources expect 
demand to remain strong, mostly from the 
methyl methacrylate (MMA) sector. A slight 
slowdown early in the year could allow for 
some inventory building of acetone, but 
demand should be strong from the second 
quarter on.

This could offset any losses from bisphenol 
A (BPA) producers, who continue to face 
increased downstream competition from 
Asian producers of epoxy resins and 
polycarbonate (PC).

Demand from the truck and rail market for 

US ACETONE COULD FACE IMPORT 
CHALLENGES
By John Dietrich   

HOUSTON (ICIS)--The US acetone market 
could face some import challenges on tight 
supply and steady margins as the market 
takes some time to return to a balanced 
position.

Sources said that although the US should 
have a feedstock advantage, length in the 
Asian market could put pressure to move 
product into the US.

The US is expected to start 2017 with 
balanced to tight supplies, and little ability 
to increase operating rates to boost 
inventories.

This is because margins on phenol, 
the main product in the phenol/acetone 
production chain, are thin.

With acetone margins unlikely to spike 
enough to make up for phenol, acetone 
production could be limited to below-desired 
levels from buyer perspectives.

That was one factor that led to major import 
volumes from Asia throughout the second 
half of 2016, in addition to production and 
transportation issues.

The potential ceiling on acetone supply is 
also expected to keep margins healthier 
relative to feedstock refinery-grade 
propylene.
 

PETROCHEMICALS
ACETONE

solvent production is not expected to grow 
more than overall US GDP levels, sources 
said.
There should be some slight improvement 
in supply year on year, as producer Altivia 
is expected to continue running its second 
phenol/acetone line at its Haverhill plant 
in Ohio.
The line was restarted late in the fourth 
quarter, sources said.

Major US acetone producers include 
AdvanSix, Altivia, INEOS Phenol, Olin, 
SABIC and Shell Chemical.
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Buyers in the US have said that although 
thin margins are a concern for producers, 
price ceilings in the US will likely remain set 
by overseas prices.

There is no expectation that Asian epoxy 
producers or sellers will experience strong 
enough demand regionally to offset their 
need for exports into the US.

Given expectations that benzene will remain 
cheaper in Asia and give those sellers a 
feedstock advantage, there is little doubt 
Asian sellers will be able to offer product 
into the US at attractive discounts.

Overall demand growth and consumption of 
epoxy resins in 2017 should be steady, with 
some slight growth related to US GDP levels.

However, a major source of increased 
demand could come if global crude oil 
values rise and production increases.

A major source of lost consumption of 
epoxy resins has been into the oilfield 
resins sector, and growth in that sector 
would likely push the US market toward a 
more balanced position.

Major US epoxy resin producers include 
Hexion, Huntsman and Olin.

IMPORTS REMAIN DRIVER FOR US 
EPOXY MARKET
By John Dietrich   

HOUSTON (ICIS)--Imported product 
arriving at a discount and margin pressures 
are expected to remain the biggest drivers 
in the US epoxy resin market for 2017.

US epoxy resin contract prices were steady 
for much of 2016 but fell in January and 
July, while spot prices fell 14 cents/lb ($309/
tonne) during the course of the year.

Producers in the US pushed for several 
price increases, but were met with strong 
resistance, given ample supply in the 
market.

Pricing in 2017 is expected to face similar 
dynamics, sources said.
 
US producers said there will be pressure 
at the start of the year to increase prices, 
given upstream increases late in 2016 that 
are atypical.

US producers said they are still attempting 
to restore margin loss from the third quarter 
of 2016, when feedstock costs soared 
around 8-10 cents/lb.

PETROCHEMICALS
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by a gas-to-liquids (GTL) route by another 
producer. 

With ethylene and natural gas offering lower 
feedstock costs than a commensurate view 
of PKO, the margin opportunities for the 
natural alcohol producers are factored from 
a broadly different cost basis than that of 
synthetic producers.  

This is unlikely to change in 2017 as 
prospects for low-priced US natural gas 
and ethylene prices are much stronger than 
prospects for a near-term fall in PKO prices. 
Also, the market dynamics for the agro-
based feedstock are quite different than for 
those of the synthetic basis, given weather, 
land-use, labour costs and other factors that 
affect the one but not the other.   

An additional factor for the natural mid-
cuts is that alcohol production in Asia is 
low going into 2017, partly because of the 
PKO cost and partly because the bottomed 
prices of early 2016 discouraged production 
as well as exports. Consequently, natural 
alcohol supply is described as tight moving 
into the first quarter of 2017. 
US buyers are cautious about the first 
quarter, after taking strong double-digit 
increases in the third and fourth quarters 

US MID-CUT FATTY ALCOHOLS 
FACE FEEDSTOCK PRESSURE
By Judith Taylor   

HOUSTON (ICIS)--Feedstock pressures will 
continue to push on US mid-cut detergent 
range fatty alcohols moving into the first 
quarter of 2017. 

Benchmark lows marked the first quarter 
of 2016 as C12-14 natural fatty alcohols 
were broadly oversupplied and at least one 
new importer entered the US market with 
aggressive pricing. 

But weather-related issues in the key Asian 
natural alcohol production region pushed 
feedstock palm kernel oil (PKO) prices 
strongly up, with this trend continuing 
throughout the year. 

Indications for 2017 suggest that feedstock 
pressure from high PKO prices are likely 
to continue at least in the first quarter as 
prices remain around the $1,500/tonne level 
for the oil.  

The underlying reason for the high PKO 
price is said to be drought conditions 
prevailing since early 2016. PKO comes 
from the kernel, or nut, of the palm fruit 
of palm plants. The palm fruit is crushed 
to make crude palm oil (CPO) and further 
refined to move the oil into the huge food 
sector.

Palm oil is the key vegetable oil for much 
of the global population, with about 90% of 
the palm oil going to food uses. The palm 
kernels are stored and then used only for 
crushing the oil out and using it as the 
feedstock for natural alcohol production and 
mainly the C12-14 mid-cut alcohols. 

Drought conditions have reduced the 
number of fruits per tree on the palms, 
resulting in fewer kernels, thus bringing 
about upward price pressure on the PKO. 
The US has significant synthetic alcohol 
production and the feedstock situation for 
synthetic mid-cut alcohols is different than 
that of the naturals. C12-15 (and other 
chains) synthetic mid-cuts are produced 
from an ethylene route by one producer and 
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of 2016. First-quarter contract negotiations 
typically take place in December, with 
settlements generally completing by the first 
full week of January. 
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The following graph shows US fatty alcohol 
price trends. A chart of the oleochemical 
production process is also given. 
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are expecting slight growth in pricing and 
production.

Demand growth for phenol exports is 
expected to be limited, as Asia will maintain 
a cost advantage via benzene and 
production levels remain high.

However, given infrastructure difficulties, 
imports of phenol into the US are expected 
to remain highly limited in 2017, sources 
said.

Major US phenol producers include 
AdvanSix, Altivia, INEOS Phenol, Olin, 
SABIC and Shell Chemical.

US PHENOL MARGINS LIKELY 
STEADY
By John Dietrich

HOUSTON (ICIS)--With Asian production 
levels strong and US domestic demand 
steady, sources expect that phenol margins 
for 2017 producers will stay close to steady.
Discussions for adders over benzene costs 
have been firmly in the 8-12 cent/lb ($176-
265/tonne), which buyers have described 
as a rollover and producers have described 
as a slight increase.

Sources said the US supply/demand 
situation will likely remain balanced in 2017, 
with the ability to lengthen given production 
rates below desired levels.

Those production rates are not expected to 
increase unless demand for phenol in Asia 
grows significantly, opening the door for US 
exports.

A more likely outcome is for increased or 
steady-but-high levels of imports of phenol 
derivatives to move into the US.

This could continue to keep pressure on 
US phenol buyers in the epoxy resin and 
polycarbonate (PC) sectors, cutting into US 
phenol consumption.

Additionally, US supply should be slightly 
higher in 2017 as producer Altivia runs both 
lines at its Haverhill plant in Ohio.

Sources said the company started up the 
second and larger line late in the fourth 
quarter of 2016.

While the company has said it is 
considering the start-up of the bisphenol 
A (BPA) unit at the site, thin margins and 
soft demand could keep it down for most of 
2017.
 
The biggest sector for demand growth in 
2017 phenol could be oilfield resins and 
products, sources said.

However, there is little expectation that 
global crude oil prices and production 
will return to pre-downturn levels. Most 
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facility, other small-scale producers outside 
the US may face profitability issues and 
could potentially come under pressure to 
shut down in 2017.

While supply is expected to be tight in the 
first half of 2017, sources said the situation 
will not be as severe as the supply 
tightness seen in the second half of 2016, 
owing to the restart of the INEOS Green 
Lake facility.

One source expected supply to shift closer 
towards balanced, but said that producers 
would be looking to build inventories, so 
may end up selling less than usual.

The global downstream acrylic fibre sector 
has struggled in the second half of 2016, 
owing to significantly higher feedstock 
ACN prices, as well as limited availability 
of supply.

However, with ACN supply tightness 
easing, and prices anticipated to continue 
moving lower, demand from the sector is 
expected to improve.

As feedstock propylene prices move 
downward at the end of 2016, market 
sentiment has suggested that the outlook 

US ACN MARKET EXPECTED TO 
REMAIN TIGHT
By Christie Moffat

HOUSTON (ICIS)--The US acrylonitrile 
(ACN) market is anticipated to remain tight 
in 2017, as participants expect ongoing 
supply disruptions, particularly in the first 
half of the year.

Both the US and overseas markets 
experienced major supply tightness in the 
second half of 2016, reflecting the impact 
of both planned and unplanned global 
outages.

In particular, the unplanned outage at 
INEOS Nitriles’s facility in Green Lake, 
Texas, in July led to a significant supply 
shortage in the US, while also affecting 
overseas ACN market players.

The Green Lake facility was expected to 
resume production activities in December. 
However, sources have previously 
speculated that material from the facility 
may not become available until January or 
even February.

Sources noted that US producers INEOS 
Nitriles and Cornerstone Chemical both 
have planned turnarounds scheduled for 
May 2017, which will keep US supply tight.
 
There was also speculation that other 
supply-related issues may appear outside 
the US. For example, Unigel is currently 
negotiating with Pemex to acquire the 
company’s ACN plant at the Morelos 
Petrochemical Complex in Veracruz, 
Mexico.

The 60,000 tonne/year ACN plant has 
been shut down since the beginning of 
October due to a lack of propylene supply 
in Mexico. Propylene is one of the main 
feedstocks for ACN.

According to a company source, pricing 
and local production in 2017 remain in 
question until Pemex makes a decision 
regarding the future of the plant.

One source said that, similar to the Pemex 

PLASTICS/POLYMERS
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is positive for US assets in 2017.

 
Major US producers of ACN include 
INEOS Nitriles, Ascend Performance 
Materials and Cornerstone Chemical.
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Asian prices. Those price increases were 
largely for various extrusion grades.

The US market in 2017 will continue to 
monitor import levels to see if competitive 
pricing will disturb the balance in the 
domestic market.

Major uses are in the automotive and 
electronics sectors. Other applications 

include appliances, pipes, fittings and 
other construction products, as well as 
recreational items such as boats, mobile 
phones and games consoles. Lego bricks 
are also made from ABS. 

North American ABS producers include 
A Schulman, INEOS Styrolution, Sabic 
Innovative Plastics and Trinseo. 

US ABS DEMAND TO BEGIN ON 
STRONG NOTE
By David Love 

HOUSTON (ICIS)--US acrylonitrile-
butadiene-styrene (ABS) demand in the 
first quarter of 2017 is expected to be 
bolstered by higher Asian ABS prices.

ABS demand typically drops off in 
November and December due to 
seasonality factors, but higher prices in 
Asia began impacting demand for US 
product in December. 

CFR (cost and freight) northeast Asia 
general purpose injection grade ABS 
prices jumped by 33% from 13 May until 
early December. Similarly, the same grade 
of ABS on a CFR southeast Asia basis 
rose by 25% from 17 June through early 
December. 
 
However, some market sources said that 
Asian prices may have gone too high 
too quickly, and prices could soon face 
downward pressure as a result.

Even as Asian ABS prices began to rise 
in the summer of 2016, they remained 
competitive into the US market for most 
of the year. As recently as mid-November 
South Korea imports were heard to be 
coming into the US at deflated prices.

South Korea is by far the largest exporter 
of ABS to the US market, supplying 42% of 
total US imports during the first 10 months 
of 2016. Mexico and Taiwan round out the 
top three ABS suppliers to the US market. 
 
For the most part, market participants are 
expecting US ABS demand to continue 
to be healthy in 2017, primarily driven 
by good levels of consumption from the 
downstream automotive market.

The compounding market is also expected 
to continue to do well, especially for blends 
with polycarbonate (PC).

Some ABS prices in the freely negotiated 
contract market rose during November and 
December, mostly in response to higher 
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to mechanical issues. The plant is expected to 
restart before mid-December.
 
EPS buyers in December tried to purchase 
as much product as possible before the 15 
December price increase went into effect.

Asian imports are not competitive at the moment, 
which has increased demand this month - and 
likely next month as well – for domestic resin 
suppliers, according to one producer. Demand is 
good, another producer said.

The EPS market saw strong demand in 2016, and 

US EPS PRICES POISED TO 
INCREASE AGAIN IN JANUARY
By David Love 

HOUSTON (ICIS)--US expandable polystyrene 
(EPS) prices are poised to increase again in 
January, after notching a fairly large increase in 
the final month of 2016.

Costs in the market had increased beyond 
where they were when December price increase 
nominations were announced. As a result, one 
producer said that it might announce a January 
price increase by mid-December.

The producer said that with benzene and styrene 
prices moving higher, a January price increase of 
3-4 cents/lb was anticipated. 
 
EPS prices typically begin to rise around 
December, but especially between January 
and March. Prices in the US EPS market are 
considered spot prices, but could better be 
described as monthly negotiated prices, market 
participants said.

All of the major North American EPS producers 
separately nominated price increases of 5 cents/lb 
effective 15 December. The price increases were 
largely due to increases in the feedstock benzene 
and styrene markets, producers said. 

Feedstock benzene will continue to be the biggest 
factor in determining EPS prices in 2017. ICIS-
assessed US benzene spot prices climbed by 34 
cents/gal between 4 November and 5 December. 

But even more dramatically, US feedstock styrene 
spot prices jumped by 10.18 cents/lb from 13 
October to 2 December. 

Styrene spot prices closed the week 
ending 2 December at an average of 52.38 cents/
lb, which was the highest closing-week spot price 
since 7 August 2015.

Spot styrene prices jumped higher on 13 October 
after news emerged about a fire at Westlake’s 
259,000 tonne/year styrene plant in Lake Charles, 
Louisiana. The plant was back to full operations 
by mid-November.

Around 20 October it was discovered that 
INEOS Styrolution’s 450,000 tonne/year styrene 
plant in Texas City, Texas, was also down due 
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that is expected to continue in 2017. The largest 
markets for EPS are packaging and construction. 
In the mature North American market, EPS 
demand historically has grown at GDP growth 
rates - or by low single-digit percentages. Through 
2020, EPS is expected to grow by 1.2% per year.

North American EPS producers include Dart 
Polymers, Flint Hills Resources, Grupo Idesa, 
Nexkemia Petrochimie, Nova Chemicals, Plasti-
Fab, StyroChem International and Styropek.
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(750,000 tonne/year) PDH unit to begin in 
the second quarter of 2017.

Downstream, US housing starts were 
up 23.3% in late 2016 from the same 
period in 2015. The housing market is a 
key downstream consumer sector for the 
chemicals industry, driving demand for 
a wide variety of chemicals, resins and 
derivative products such as plastic pipe, 
insulation, paints and coatings, adhesives 
and synthetic fibres.
 
 

Upstream, pressure on the US propylene 
market is likely to persist in 2017 as supply 
is expected to remain long because of 
increased production, ample inventories 
and overall steady demand.

However, new propylene capacity is 
scheduled to come online in 2017 with 
the start-up of Enterprise Products new 
propane dehydrogenation (PDH) unit in 
Mont Belvieu, Texas, which is also located 
on the US Gulf Coast. Enterprise expects 
commercial operations at its 1.65bn lb/year 

US PLASTICIZERS FACE 
SHORTAGES, NEW CAPACITY
By Robbie Wilcox  

HOUSTON (ICIS)--The US plasticizers 
market will enter 2017 with shortages of di-
isononyl phthalate (DINP) and di-isononyl-
cyclohexane dicarboxylate (DINCH) due 
to several force majeure declarations in 
western Europe.

This will be partially offset with new US 
capacity of dioctyl terephthalate (DOTP) in 
early 2017.

In October of 2016, BASF announced 
a force majeure after a fire at part of its 
complex at Ludwigshafen, Germany. Also 
in 2016, Evonik declared a force majeure 
at its plant in Marl, Germany, following an 
upstream force majeure from Laxness’s 
85,000 tonne/year phthalic anhydride (PA) 
site in Krefeld, Germany.

These events, which may not be resolved 
until mid-2017, will drive supply and 
demand along with pricing of DINP and 
DINCH well into 2017.
 

A major development in 2017 will be the 
conversion of BASF’s 125,000 tonne/
year PA plant for the production of DOTP. 
BASF’s plant in Pasadena, Texas, on 
the US Gulf Coast, is scheduled to be 
completed in early 2017, according to the 
company.

Other plasticizer markets are expected to 
remain mostly quiet in the first half of 2017 
or beyond.

Some producers have initiated price hike 
initiatives for January 2017 for dioctyl 
adipate (DOA) and DOTP, however, it 
is uncertain whether these hikes will be 
accepted by buyers and traders.

Plasticizers volumes for 2017 will likely 
track the forecasted GDP growth of 
2.2%, though overall growth will be tied 
to construction markets, which will start 
gearing up for spring building activity.
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Major US plasticizer producers include 
ExxonMobil, BASF and Eastman Chemical.

NOTE TO SUBSCRIBERS: ICIS reports 
are based on information gathered from a 
wide range of sources. If you would like to 
have your views reflected in our reports, 
please contact the editor by e-mail at robert.
wilcox@icis.com or +1-713-525-2644.
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decline slightly, given ample supply and 
expectations that demand growth will be 
somewhat limited.

Major US producers of PC include Covestro 
and SABIC Innovative Plastics.

The automotive industry is a major global 
consumer of petrochemicals which 
contributes more than a third of the raw 
material costs of an average vehicle. ICIS 
tracks the movement of petrochemical 
raw material costs in auto production both 
globally and regionally with the weighted 
ICIS Basket of Automotive Petrochemicals 
(IBAP).

ICIS produces a monthly Global Automotive 
report covering the major automotive 
chemicals markets, the auto-industry, the 
IBAPs and macroeconomic trends. For 
more information on the report and details 
on how to subscribe, please click here

US POLYCARBONATE GROWTH 
TIED TO ECONOMY
By John Dietrich   

HOUSTON (ICIS)--US polycarbonate (PC) 
demand is expected to be strongly tied to 
US economic performance in 2017, with 
supply remaining long to balanced on 
imported product.

While several other phenol derivatives could 
rebound on increased crude oil production, 
oilfield uses are not a major end use for PC.
Most demand in 2016 and 2017 will come 
from the construction, pipe and automotive 
industries, sources said.

While construction and pipe offer little 
upside beyond GDP growth, US PC 
sources said automotive could offer 
increased strength.

US and global PC producers continue to 
seek approval for PC to be used as the 
windshield in automobiles, which would 
represent major demand growth given PC’s 
cost and weight advantage over glass.

Most market players, however, are not 
expecting any changes in regulations or 
testing that would allow PC to gain usage in 
that part of the automobile.

The other major driver for PC in 2017 is 
expected to be ample availability of product, 
with steady domestic production and 
imports from Asia.

Sources said that US producers struggled 
to push through price increase nomination 
in the third quarter when feedstock costs 
climbed around 10 cents/lb ($220/tonne).
This was because Asian product was 
offered around 10 cents/lb below what US 
producers were offering, boosting demand 
for overseas sellers.

With PC plants in Asia expected to run at 
high rates and low margins in an effort to 
grab market share, the ceiling on US PC 
pricing is expected to stay firm, particularly 
for freely negotiated contracts.

For formula-based product, adders 
over feedstock are expected to roll or 
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US PP COULD SEE SELLERS’ 
MARKET IN 2017
By Lane Kelley   

HOUSTON (ICIS)--With the threat of 
imports over in the US polypropylene (PP) 
market and inventory levels in decline, 
buyers could see the balance of power shift 
back to producers in 2017.

“Margin expansion is a definite threat in 
2017,” a veteran PP watcher said.
That raises the spectre of 2015, when PP 
producers expanded their margins by 1-2 
cents/lb each month as feedstock propylene 
declined.
 
In late 2015, customers found lower resin 
prices in other regions and prompted a 
flood of foreign PP to the US in the first few 
months of this year. That drove up inventory 
levels and prompted producers to spend 
much of 2016 cutting prices to keep their 
customers.

A US producer agreed that margin 
expansion is a target for 2017, but the 
producer noted that there have been some 
lessons learned in the past two years.

 “I don’t think it’s going to be as large as it 
was in 2015,” the producer said. “I happen 
to think we overshot on the way down. 
But we definitely want to correct back up 
somewhat.” 

Imports soared in the first months of 2016 
as processors and converters opted for 
cheaper-priced material from Canada, 
South Korea, Israel and Saudi Arabia. US 
producers sought to maintain their market 
share by cutting prices in the four months 
from April through July, then started another 
round of cuts in October and November.

Foreign PP brought in during October 
amounted to only half of the average 
monthly import total in the peak months of 
February through May, according to data 
from the American Chemistry Council.
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An early estimate based on preliminary data 
put November PP inventory nearly 153m 
lb less than in October and only about 3% 
higher than in November 2015. 

Inventory reached a new high of 1.72bn 
lb in October, closing in on a five-year 
high, but the November projection puts 
PP inventory 3% lower than the monthly 
average for the past year.
 
With growing imports and high inventory in 
decline, producers still have an abundance 
of feedstock propylene to contend with that 
continues to pull PP prices down.

Most sources expect producers to follow the 
direction of propylene in December and the 
first few months of 2017. Sources expect 
propylene to fall 3-5 cents/lb in December, 
and likewise the drop in PP. 

The producer quoted above expects the 
first few months of 2017 to repeat the 
as-goes-propylene-so-goes-PP formula, 
but that source said producers will begin 
seeking more margin before the year is out. 
However, producers also will keep a close 
eye on oil prices.

“If oil prices go up, that will make a big 
difference in the margins,” the producer 
said.

Major producers include Braskem, 
ExxonMobil, Flint Hills Resources, Formosa 
Plastics, Indelpro, INEOS, LyondellBasell, 
Phillips 66, Pinnacle Polymers, Sasol and 
Total Petrochemicals.

NOTE: November column based on estimate of preliminary data. (Source: ACC)
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Exports during the first nine months of 2016 
were up by 16% from the same period 
a year earlier. PS imports from January 
through September 2016 were up by 32% 
from the same timeframe in 2015. Mexico 
has been and will continue to be the largest 
destination for US exports, and the largest 
PS supplier to the US. 

US PS SUPPLY ADEQUATE, 
DEMAND ON THE RISE
By David Love   

HOUSTON (ICIS)--The US polystyrene 
(PS) market will begin 2017 with adequate 
supply and stronger demand, especially 
after the slow demand months of November 
and December. Demand during the final two 
months of the year is reduced as a result of 
seasonality patterns. 

The final two months of 2016 saw PS 
market participants involved in inventory 
management. January, however, is a month 
in which demand will rise back to a more 
normal level. It is also a time of year when 
weather can become a factor. Snow and 
icy conditions can slow logistics down 
considerably. January will also see a bit of 
pre-planning for spring.
 
US PS prices will largely follow the direction 
of feedstock benzene prices in 2017, given 
that benzene is the largest determining 
factor in PS price direction. However, PS 
supply and demand fundamentals will also 
come into play in pricing decisions. 

Benzene accounts for about 75% of the 
cost of the other major PS raw material – 
styrene – and was a prime mover in the 
market in 2016. A popular rule of thumb 
holds that PS prices move 1 cent/lb for 
every 10 cents/gal move on benzene 
contract prices. 

PS contract prices have yet to be 
determined for January, after rolling over in 
December and decreasing by 2 cents/lb in 
November for most accounts. Historically, 
January prices increase or roll over, but 
rarely weaken.

The spread between PS and benzene 
began to widen in 2014, and then widened 
significantly at the start of 2015 as benzene 
prices fell sharply. The spread remained 
wide during 2015 and 2016.

Recent trends in PS exports and imports are 
expected to continue in 2017. US PS exports 
and imports were higher in 2015 than 2014, 
and that trend continued in 2016. 
 

PLASTICS/POLYMERS
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Source: US International Trade Commission

North American PS producers include 
Americas Styrenics, Group Idesa, 
INEOS Styrolution, Resirene and Total 
Petrochemicals USA.
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has greatly weakened, with no immediate 
recovery expected. Despite the country’s 
substantial oil reserves, Venezuela’s 
economy is distressed and unlikely to 
recover significantly in the near future.

Most essential products are in short supply, 
as the population struggles to obtain food, 
medicines and personal hygiene items. 
Under current conditions, it is difficult 
to project substantial improvement in 
Venezuela for 2017.
 
PVC demand around the world is expected 
to decline in December, as participants 
reduce inventories to minimise tax 
exposure.

Also affecting the PVC supply-demand 
balance around the world, activity in China 
and some parts of southeast Asia were 
expected to soften in anticipation of the 
Lunar New Year celebrations starting at the 
end of January.

In addition to domestic uncertainties in 
various countries in Latin America, market 
participants have expressed concern about 
the policies that US President-elect Donald 
Trump might pursue once in office.

LATIN AMERICAN PVC SOFT IN 
FIRST QUARTER
By Ron Coifman   

HOUSTON (ICIS)--The outlook for the Latin 
American polyvinyl chloride (PVC) market 
into early 2017 is generally soft, but with 
variations depending on the hemisphere 
and on the country.

In Mexico, as in the US, winter slows 
the key PVC consuming sector, the 
construction industry, which will gradually 
recover with warming weather in the spring 
and rise significantly during the summer.

In South America, the seasonality reverses. 
Summer is starting now and construction 
activity increases with rising temperatures.

However, the peak construction season in 
South America will be tempered in 2017 by 
political, economic and social uncertainties 
in major PVC consuming countries, mainly 
Brazil, Venezuela and Argentina.

The recession in Brazil and a wide-spread 
corruption scandal have taken a heavy toll 
on the construction industry. Sources said 
that even discussions about construction 
projects had come to a halt during 2016.

Only in November did conversations start, 
but building activity still remained non-
existent, the sources said. Improvement is 
expected for 2017, but projections vary from 
a substantial growth of Brazil’s construction 
activity to a timid, gradual recovery.

In Argentina, President Mauricio Macri 
devaluated the peso and removed 
subsidies on energy soon after he 
took office at the end of 2015. Under 
these conditions, inflation rose and the 
population’s purchasing power decreased, 
slowing the economy.

Claiming that the country rests on a solid 
economic foundation, local sources are 
projecting more controlled inflation for 2017 
and reactivation of business and industry, 
including construction.

Domestic demand for PVC in Venezuela 

PLASTICS/POLYMERS
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Trump has voiced objections over current 
trade agreements and over US immigration 
policies, which could affect PVC business in 
Latin America and other global regions.

The International Monetary Fund (IMF) 
expects a recovery in GDP growth in Latin 
America for 2017, compared with 2016, 
according its World Economic Outlook of 
October 2016. The IMF projections for the 
Americas will provide insight into general 
demand by country.

The IMF is projecting GPD growth in 
South America to rise from -2% in 2016 to 
+1.1% in 2017, according to its October 
projection. In its April publication, the IMF 
had projected South American GDP growth 
at -2% for 2016 and +0.8% for 2017.

The projections are mixed depending on 
country, with most countries expanding this 
year, while others, mainly Brazil, Argentina, 
and Venezuela, faced recession in 2016.
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  2016 2017  2016 2017  

North America 1.6 2.2 2.3 2.4

US 1.6 2.2 2.4 2.5

Canada 1.2 1.9 1.5 1.9

Mexico 2.1 2.3 2.4 2.6

P Rico -1.8 -1.4 -1.3 -1.4

South America -2 1.1 -2 0.8

Brazil -3.3 0.5 -3.8 0

Argentina -1.8 2.7 -1 2.8

Colombia 2.2 2.7 2.5 3

Venezuela -10 -4.5 -8 -4.5

Chile 1.7 2 1.5 2.1

Peru 3.7 4.1 3.7 4.1

Ecuador -2.3 -2.7 -4.5 -4.3

Bolivia 3.7 3.9 3.8 3.5

Uruguay 0.1 1.2 1.4 2.6

Paraguay 3.5 3.6 2.9 3.2

Central America 3.9 4.1 4.3 4.3

Caribbean 3.4 3.6 3.5 3.6

Oct-2016                              Apr-2016

Source: IMF
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That is good news for PVC resin demand 
because so much production goes to the 
manufacture of construction materials.

“On balance, there are a number of positive 
factors which suggest the construction expansion 
has room to proceed,” the Dodge report’s authors 
say. “The US economy in 2017 is anticipated to 
see moderate job growth, market fundamentals 
for commercial real estate should remain 
generally healthy, and more funding support is 
coming from state and local bond measures.”

Increased demand for PVC will directly affect 
demand and production of chlorine, ethylene 
dichloride (EDC) and vinyl chloride monomer 

US PVC EXPECTED TO SHOW MORE 
GROWTH
By Bill Bowen 

HOUSTON (ICIS)--The US polyvinyl chloride 
(PVC) market saw robust growth and firming 
prices in 2016, and 2017 looks to be more of the 
same.

The new growth marks a stronger rebound from 
the Great Recession of 2008-2009 that put US 
construction activity in a deep chill from which it is 
still recovering.

But US and Canada production of PVC was 
up 5.3% through the first 11 months of 2016, 
according to the most recent data available from 
the American Chemistry Council (ACC) and Vault 
Consulting. Exports are up 5%, domestic sales 
and internal use by integrated producers are up 
5%, according to the ACC/Vault data.

Those increases have given US market 
participants optimism that 2017 will show even 
more robust growth.
 
PVC demand and sales are considered an 
early indicator of economic activity, especially 
construction activity.

Within the sales and demand figures, sales 
of PVC resin for the manufacture of flooring is 
up 11.7% through the first 11 months of 2016 
compared with the 2015 period, the ACC data 
show. Sales for production of film and sheet 
plastic are up 18%, extruded windows and doors 
are up 18.2% and sales for fencing and decking 
are up 21%, according to the ACC data.
 
It is also a change for the US PVC market: Sales 
of vinyl siding and soffit have generally declined 
in most years since 2009.

The change has given US producers the 
optimism to begin to announce proposed price 
increases for 2017.

Forecasters are inviting optimism as well.

Dodge Data & Analytics in October said it 
expects US construction starts to increase 
5% in 2017 to $713bn and for single-family 
construction to rise by 12% in dollar costs and 
9% in the number of units.

PLASTICS/POLYMERS
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(VCM), the chemical chain of precursors to the 
manufacture of PVC.     

Tight supply of feedstock ethylene has 
sometimes been an inhibiting factor to production 
growth in recent years.

But North American PVC production is likely to be 
enhanced in 2017 with the addition of production 
capacity by Shintech and Occidental Chemical 
and new ethylene capacity.

Major US producers of chlorine, EDC, VCM 
and PVC include Formosa Plastics, Occidental 
Chemical, Olin, Shintech and Westlake Chemical.
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of high density PE (HDPE) capacity in two 
units, and a 300,000 tonne/year low density 
PE (LDPE) unit.

At the end of 2016, about half the PE 
produced was being sold to the local 
Mexican market, with the other half 
exported. But the companies’ objective is 
to sell as much as possible in the domestic 
Mexican market.

According to Grupo Idesa CEO Jose Luis 
Uriegas, the joint venture projects an 80:20 
mix in local versus export deliveries in the 
next 18-24 months.

At the same time, ethane supply problems 
are expected to continue next year for 
Petroleos Mexicanos (Pemex). A lack of 
ethane reduced Pemex’s PE production 
throughout 2016.

Mexico could struggle with ethane supplies 
for the rest of the decade, if forecasts for 
the nation’s oil production hold true.
 
Mexico relies on oil production for much of 
its ethane, which it extracts from associated 
gas. Oil production, however, has been 
falling due to maturing fields and budget 
cuts.

In Mexico, there is speculation and some 
confusion about a possible new ethane/

DEMAND KEY TO LATIN AMERICA 
PS, PP, PE
By Marianela Toledo   

MIAMI (ICIS)--Latin America markets are 
expected to grow in 2017 for polystyrene 
(PS), polypropylene (PP) and polyethylene 
(PE), but the main challenge will remain the 
revival of end-user demand.

Several polyolefin markets also face various 
issues with feedstock supply, while possible 
mergers and acquisitions could complicate 
the future.

The new US political scene has not been 
good news for end-user consumption, at 
least in the weeks before President-elect 
Donald Trump takes office.

In most Latin America markets, Trump’s 
election has injected volatility, which has 
translated into currency depreciation, 
economic fears and consequently less 
consumption. This reduction in demand 
is evident in PS, PP and PE, market 
participants said.

Despite all that, gross domestic product 
(GDP) growth in South America is projected 
to rise from -2% in 2016 to +1.1% in 2017, 
according to an October projection by the 
International Monetary Fund (IMF).

OPEC’s curtailment of crude oil production 
could be good news for the region in the 
new year. Some countries in Latin America 
depend on crude oil exports, and higher 
prices could bring some relief to the 
economies of Mexico, Colombia, Venezuela 
and Ecuador, in particular. It could also 
make Argentina’s shale oil production more 
profitable.

Ethane issues in Mexico

The Ethylene XXI joint venture in Mexico, 
owned 75% by Braskem and 25% by Grupo 
Idesa, is projected to keep running smoothly 
through 2017.

The complex consists of a 1.05m tonne/
year ethane cracker, 750,000 tonnes/year 
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propane cracker, or a propane unit 
proposed by Pemex in a recent business 
plan. Grupo Alfa is the “most likely partner” 
for a Pemex ethane/propane (E/P) cracker, 
said Eduardo de la Tijera, general manager 
of consultancy Grupo Texne.

New projects on the planning board

The Latin America PE supply is also 
expected to increase, following new 
capacity in North America.

LDPE prices decreased recently, as the 
following graphic shows. Some industry 
leaders said it is the trend that could be 
seen in 2017.
 
There is also the potential for expansions 
in Brazil and Mexico as companies improve 
their feedstock positions.

Brazil’s Braskem is still evaluating the near-
doubling of capacity to about 1m tonnes/
year at its Duque de Caxias cracker.
Dow Chemical has an existing cracker 
complex at Bahia Blanca, Argentina, and 
plans to make a decision in the next 12 
months on a new cracker to produce up to 
1.2m tonnes/year, said Alberto Laveran, 
Latin America hydrocarbons business 
director.
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By 2022, Argentina could have sufficient 
natural gas liquids (NGL) production to 
provide feedstock for a world-scale cracker, 
said Jorge Buhler-Vidal, director of US-based 
Polyolefins Consulting.

Bolivian state energy company YPFB planned 
to start construction of a 250,000 tonne/year 
PP plant in 2017 along with an upstream 
propane dehydrogenation (PDH) plant in 
Tarija, Bolivia.

The project, the only PP plant on the table in 
Latin America, is expected to be completed in 
late 2021, Buhler-Vidal noted.

Mergers and acquisitions

In May 2016, Pampa Energia – Argentina’s 
largest power provider, natural gas producer 
and owner of a chain of gas stations – bought 
a 67% stake in Brazil-based Petrobras 
operations in Argentina for $892m.

The assets include an Argentine PS producer 
and production fields in the Neuquen basin 
and 100% of Colpa Caranda natural gas 
fields in Bolivia.

Grupo Inversor Petroquímico (GIP), an 
investment firm, bought Petroken from 
LyondellBasell in February 2016 for $184m, 
putting all of Argentina’s PP production, along 
with its other holding, Petroquimica Cuyo, in 
the hands of one company.

State-run oil giant Petrobras is planning to sell 
its stake in petrochemicals producer Braskem 
before the end of 2018 to help reduce debt.

Petrobras also plans to exit biofuels 
production, fertilizer production and the 

distribution of liquefied petroleum gas 
(LPG) in order to concentrate on oil and gas 
exploration.

Companies are projected to continue fusing 
operations during 2017.

Stable future for PS

Latin America PS production is expected to 
remain stable.

In Brazil, Unigel and Videolar Innova continue 
to operate at full capacity. There are no plans 
for increased capacity coming from Resirene 
(Mexico), Ajover (Colombia) or American 
Styrenics (Colombia). Argentina’s Pampa 
Energia is expected to take full control of 
Petrobras operations.
Production problems are expected to 
continue in Venezuela, where Estizulia – 
the country’s sole PS producer –relies on 
imports of raw materials. Imports have been 
limited and production halted as the nation’s 
economy has suffered under complicated 
currency exchange systems.

A main question for Latin America is whether 
Asia will continue to be the main driver for 
prices.

Asia imports have often influenced pricing in 
the region. However, recent price increases 
and shipping costs have changed that trend.
Shipping woes are projected to continue as 
some shipping companies are merging in 
order to remain viable.
One example is the bankruptcy of Hanjin 
Shipping company.

Additional reporting by Joseph Chang and Al 
Greenwood
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In comparison, triethylene glycol (TEG) 
demand is better, though demand during 
the winter season is dependent on the 
weather. A colder winter will mean stronger 
demand for TEG, which is used in natural 
gas dehydrogenation.

US EG INCREASE EXPECTED AT 
START OF Q1
By Tarun Raizada   

HOUSTON (ICIS)--US ethylene glycol (EG) 
contracts are expected to rise in January 
as higher Asian prices open up an arbitrage 
opportunity for US exports, tightening 
domestic supply.

Spot import prices in Asia have been 
surging amid bullish market sentiment 
fueled by anticipation of tighter supply, 
stronger crude oil prices and inventory 
building activities, according to market 
sources.

January will likely see higher EG pricing, 
following a mostly steady price trend in 
Q4 2016. Feedstock ethylene prices are 
expected to stay stable on the low side, 
barring any production issues.
 
Demand for monoethylene glycol (MEG) 
is likely to remain slow, as the downstream 
polyethylene terephthalate (PET) sector is at 
a seasonal lull, while the antifreeze sector has 
been slow to take off due to mild weather.

PET resin and bottle demand will pick up 
over the summer as the weather warms 
up and consumption of bottled beverages 
increases.

Mid-winter buying in the antifreeze sector 
is a possibility, but is dependent on the 
weather. If winter is particularly cold, MEG 
demand could see a spike in buying activity 
from antifreeze makers.

MEG and diethylene glycol (DEG) demand 
in downstream unsaturated polyester resins 
(UPRs) will be dependent on how well the 
economy performs, as UPRs are widely 
used in an assortment of products including 
sinks, shower stalls, pipes, tanks, boats, 
buses, trucks trailers and automobiles.

Market sources have commented that UPR 
demand in the US has been soft throughout 
2016. DEG demand in the downstream 
polyester polyols sector has also been 
weak. Polyester polyols are used in roofing 
insulation.

POLYESTER FIBRE CHAIN
ETHYLENE GLYCOL

Huntsman will bring down its EO/EG 
plant in Port Neches, Texas, for a major 
maintenance in 2H 2017. The maintenance, 
carried out once every four years, is 
expected to have a cash cost of less than 
$50m and last for about two months.

MEG in the US is primarily used in the 
production of PET and in antifreeze.

  Dow Chemical Co  Seadrift, Texas  285,000 t/yr

 Eastman Chemical Co  Longview, Texas  105,000 t/yr

 Formosa Plastics Corp  Point Comfort, Texas  300,000 t/yr

 Huntsman Corp  Port Neches, Texas  255,000 t/yr

 Indorama Ventures Ltd  Clear Lake, Texas  358,000 t/yr

 LyondellBasell  Bayport, Texas  265,000 t/yr

 Shell Chemical Co  Geismar, Louisiana  400,000 t/yr

US MEG capacity 
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pressure on US prices and could continue to 
do so into 2017. 

US nylon 6,6 freely-negotiated prices 
were stable through most of 2016 despite 
strengthening upstream costs. 
Nylon 6,6 can be made with adipic acid in the 
benzene chain or with adiponitrile (ADN) via 
butadiene (BD) or propylene.

Prices for benzene, BD and propylene rose 
during the third quarter, although propylene 
prices moderated in the fourth quarter. 
However, due to ample local supply and 
available imports, nylon prices were little 
affected by the higher feedstocks.

However, late in the fourth quarter as global 
demand strengthened, some higher prices 
were beginning to be heard in the freely-
negotiated nylon 6,6 market despite softening 
domestic demand. In the US, buyers tend to 
drawdown inventories ahead of the year-end, 
so domestic demand may rebound in 2017 
and further strengthen the market. 

However, the US nylon 6,6 market remains 
competitive and a force majeure that was 
resolved at the end of 2016 may allow for 
increased local supply. 

Nylon 6,6 producer INVISTA had declared 
the force majeure on intermediates ADN and 

US NYLON SHOWING SIGNS OF 
STRENGTH
By Jessie Waldheim   

HOUSTON (ICIS)--Expectations for the nylon 
market in 2017 are for a little more balance 
than in 2016, after some rationalisation.

Nylon 6 supply had been long through most 
of 2016 amid global oversupply of feedstock 
caprolactam (capro). In 2016, there was little 
effect on freely-traded nylon 6 and capro 
prices amid rising prices for benzene, which 
is used to produce capro, in the second and 
third quarters.

However, some production issues later in 
2016 tightened the US market and pushed 
freely-negotiated nylon prices higher in 
November. A BASF plant in Freeport, Texas, 
declared force majeure from late July to 
early September. AdvanSix, Honeywell’s 
former nylon business unit, had maintenance 
turnarounds at multiple facilities in October 
which were extended into mid-November.

While the BASF and Advansix outages are 
temporary, the shuttering of capro production 
at a Fibrant facility in Atlanta, Georgia, is 
expected to have a longer-term tightening 
effect on the US market. 

Fibrant announced a gradual wind-down in 
June, citing unfavourable market conditions. 
The company halted capro production at 
the plant in November, with plans to supply 
customers through the end of 2016. The plant 
had a capro capacity of 205,000 tonnes/year, 
according to the ICIS Plants and Products 
database, and is not expected to run in 2017.

The tightening capro feedstock could 
make nylon 6 freely-negotiated prices 
more responsive to upward movements 
for upstream benzene, which has been 
strengthening due to the increasing values of 
upstream crude oil. 

Nylon demand in the US is expected to be 
stable in 2017. However, higher housing 
construction starts or increased automobile 
construction could increase demand for nylon.

In the freely-negotiated nylon 6,6 market, 
strengthening global demand has put upward 

POLYESTER FIBRE CHAIN
NYLON

hexamethylene diamine (HMD or HMDA) 
in June, citing a chemical process issue. 
Production restarted in August, but the force 
majeure remained in place until 1 December.

ICIS-assessed nylon prices are a cost-plus 
assessment determined by monthly benzene 
contract movements. The outlook for benzene 
contract prices is firm amid strong demand in 
China, which tends to limit imports volumes 
to the US, and amid strengthening upstream 
crude oil costs.

Major US nylon producers include BASF, 
AdvanSix, Ascend Performance Materials and 
INVISTA.
 
The automotive industry is a major global 
consumer of petrochemicals which 
contributes more than a third of the raw 
material costs of an average vehicle. ICIS 
tracks the movement of petrochemical raw 
material costs in auto production both globally 
and regionally with the weighted ICIS Basket 
of Automotive Petrochemicals (IBAP).

ICIS produces a monthly Global Automotive 
report covering the major automotive 
chemicals markets, the auto-industry, the 
IBAPs and macroeconomic trends. For more 
information on the report and details on how 
to subscribe, please click here

Back to Quick Navigation     |   88Copyright 2017 Reed Business Information Ltd. ICIS is a member of RBI is part of RELX Group plc. ICIS accepts no liability for 
commercial decisions based on the content of this report. Content published between December 2016 to January 2017.



months. However, participants said that any 
decreases in polyols may be delayed as 
polyol sellers were unable to raise prices 
along with the earlier jump in propylene 
costs.

In the polyester polyols market, prices 
have held steady after declines of around 6 
cents/lb in the first quarter of the year. 

STABLE TO SOFTER FOR US 
POLYETHER POLYOLS
By Zachary Moore   

HOUSTON (ICIS)--The outlook for 
polyether polyols remains soft for early 
2017, after US prices ended 2016 at an 
average of 3 cents/lb below the levels seen 
at the start of the year. 

Despite moderate fluctuations, prices were 
mostly flat during 2016 on steady supply 
and demand fundamentals. 

Polyols prices decreased in January and 
February based on declining feedstock 
costs. Prices did not recover during the year 
in spite of an upward tick during the third 
quarter driven by strong increases in the 
costs of feedstock propylene.
 
Through the first nine months of the year, 
propylene contract prices in the US rose 
by a cumulative amount of 11 cents/lb, with 
hikes totaling 9.5 cents/lb in August and 
September.

Polyol producers separately announced 
increase initiatives of 4-6 cents/lb following 
the significant upward movement in 
propylene costs in August and September. 
As a result, prices were assessed up by 
3-5 cents/lb in October to reflect market 
feedback indicating that these initiatives had 
gained traction.
 
Polyether polyol prices held steady in the 
fourth quarter. Sources commented that 
momentum for any additional  increases 
was halted by steep hikes in polyurethane 
co-feedstock toluene di-isocyanate (TDI), 
which stiffened buyers’ resistance to 
hike initiatives in other polyurethane raw 
materials.

Looking ahead, participants expect to see 
a stable to softer outlook for polyols as 
propylene costs have started to step back 
from the large increases seen in August and 
September.

Propylene prices fell by a total of 7.5 cents/
lb in October and November, following 
the 9.5 cents/lb rise in the previous two 

POLYURETHANE
POLYETHER POLYOLS

Producers are seeking increases of 
around 3-6 cents/lb to offset rising raw 
material costs after a prolonged period of 
stable pricing. Market participants are still 
discussing these increase initiatives.
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cents/lb compared with the year to date low 
point during the second quarter.

In the MDI market, prices are following a 
mostly steady trend as sufficient supply has 
helped blunt the momentum for any price 
increases.  However, increase initiatives 
of 7-8 cents/lb emerged for January in the 
second half of December in response to 
rising upstream costs.

Even after production issues stemming 
from Covestro’s force majeure in Europe 
and a 20 September explosion at Wanhua’s 
600,000 tonne/year MDI plant in Yantai, 
China, sources in North America stated that 
they were still able to source their usual 
volumes. 

One buyer said that North American supply 
had gone from long to balanced as result of 
supply disruptions in Asia and Europe. The 
strong increases seen in polyurethane co-
feedstock TDI have also stiffened buyers’ 
resistance to any increase initiatives on 
other polyurethane raw materials, according 
to sources.

Compared to the start of 2016, ICIS 
assessments for US MDI are down by 7 
cents/lb while prices held mostly steady 

US TDI RISE ON SUPPLY, MDI STAY 
STEADY
By Zachary Moore   

HOUSTON (ICIS)--US prices for 
isocyanates are mixed heading into the new 
year, with prices for toluene di-isocyanate 
(TDI) shooting up on global supply tightness 
while prices for methyl di-p-phenylene 
isocyanate (MDI) are following a mostly 
steady trend.

In the TDI market, tight supplies have 
resulted in significant upward movement 
in prices in both the US and in other major 
global markets. BASF shut its new 300,000 
tonnes/year TDI plant in Ludwigshafen, 
Germany, for an indefinite period following a 
17 October explosion and fire.

Earlier in October, Covestro declared 
force majeure on TDI and MDI production 
in Europe stemming from a problem 
at its nitric acid supplier. According to 
sources, the force majeure was lifted in 
late December and normal deliveries are 
expected to resume by January.
 
Prompted by these supply shortages, US 
producers have separately announced 
consecutive TDI increases of 5-10 cents/
lb ($110-220/tonne), 10-13/cents/lb and 10 
cents/lb.

ICIS raised its assessment for US TDI 
prices by a cumulative amount of 22 
cents/lb to reflect the upward movements 
in the market through the three rounds 
of increases. ICIS assessments were 
consecutively raised by 8 cents/lb, 7 cents/
lb and 7 cents/lb during the three rounds of 
increases. 

Buyers are hopeful that TDI prices will 
stabilise in the first quarter as supplies 
begin to normalise, with some buyers on 
quarterly contracts hoping that they will be 
able to avoid much of the recent increase 
movements as the supply outlook may be 
more balanced by the time they negotiate 
new contracts.

For 2016, TDI prices have risen by 29 
cents/lb from the start of January and by 36 

POLYURETHANE
TOLUENE DI-ISOCYANATE (TDI) 

between April and December.

As a result of the sharp divergence in 
pricing trends for MDI and TDI, the spread 
between the two widened considerably in 
2016. 

At the start of 2016, TDI was assessed at 
a premium of 1 cent/lb relative to MDI. By 
December, TDI prices were assessed at a 
premium of 37 cents/lb over MDI, leading 
some sources to speculate that MDI may 
gain market share relative to TDI in the 
months ahead.

Current assessments are at 164-179 cents/
lb for TDI and at 127-142 cents/lb for MDI.

The wide spread that has opened up 
between TDI and MDI also indicates a 
divergence between isocyanate pricing 
trends and feedstock cost movements.

Between the start of 2016 and the week 
ended 23 December, spot prices for 
benzene, the primary feedstock for MDI, 
rose 37% while spot prices for toluene, the 
primary feedstock for TDI, prices were up 
21% over the same period.
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In fact, short-term arbitrages have enabled 
US suppliers to export to Asia, something 
that seldom occurs. The US region saw this 
opportunity occur in the spring, as well as in 
the current market.

“The ironic thing is that we have the 
domestic producers complaining about 

US SBR MONITORING IMPORTS, 
NEW TYRE PLANTS
By Tracy Dang    

HOUSTON (ICIS)--US styrene butadiene 
rubber (SBR) supply and demand in 2017 
will depend on how much imports the region 
will continue to see, as well as how much 
domestically made rubber will be consumed 
by new tyre plants.

During the first quarter of 2016, the US 
market was inundated with low-priced 
imports, particularly from Asia. This 
pressured down US SBR prices and 
squeezed producer margins, as costs for 
main feedstock butadiene (BD) were much 
higher in the US compared with Asia.

With import levels significantly higher 
year on year, some US producers filed 
antidumping petitions in July on imports of 
emulsion SBR (E-SBR) from Brazil, Korea, 
Mexico and Poland.

“Even most of our customers believe 
there is a high probability due to the just 
astronomically low prices they are offered 
from imports,” a supplier had said. “They 
said they had to take their pricing offers to 
remain competitive against others taking 
their pricing offers.”

The US Department of Commerce is 
expected to announce a preliminary 
determination in late December, with final 
determinations from the department and the 
US International Trade Commission (ITC) in 
the spring of 2017.

Still, there is optimism among some 
participants that the US market will benefit 
from a potential affirmative determination.

“The antidumping conclusion next year 
will certainly reduce the overall volume of 
imports and should strengthen the spot and 
contract markets,” a source said.
 
Low-priced imports were being offered 
all year, although they were not quite as 
prevalent after the first quarter, as high 
BD and natural rubber (NR) prices in Asia 
pushed up SBR values there.

RUBBER
STYRENE BUTADIENE RUBBER (SBR)

dumping prices into the US, and yet, they 
are ready to export SBR at lower prices 
than the US to China,” another source said.

In the major downstream market for tyres, 
there have been a number of antidumping 
and countervailing duty investigations on 
imports from various countries in Asia.
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Sources said that they have seen less tyre 
imports from China, but the overall impact 
on the tyre industry is insignificant because 
the US has seen an increase of tyre imports 
from other countries.

Heading into 2017, US market participants 
will be monitoring whether Asia BD prices, 
and in turn SBR prices, will remain high and 
enable future exports.

Otherwise, SBR supply is expected to 
remain ample, with domestic production 
and continued imports plentiful to meet 
consumption.

Market participants said demand in 2016 
have increased slightly, and this is likely to 
continue into next year.

“2017 looks to be pretty similar in volume as 
to 2016, with some industry declining and 
others picking up,” a source said.

From the main downstream tyre market, 
the Rubber Manufacturers Association 
(RMA) forecasted in mid-December that 
tyre shipments will increase slightly in 2016. 
Shipments of passenger car tyres are 
projected to slip year on year, but shipments 
of light truck tyres are expected to increase, 
resulting in an overall 0.3% gain in tyre 
shipments industry-wide for 2016.

Additionally, several new tyre plants are 
beginning production in 2016 and 2017, 
which will increase SBR demand.

Company Location Date Project

Yokohama West Point,  Opened in truck & bus tyres
 Mississippi Oct 2015  1m tyres/year by end of 2018

Trelleborg Spartanburg, Jan 2016,  premium agricultural tyres
 South Carolina  Expansion  convert facility from coated by   
  by 2018  fabrics to tyres

Kumho Macon, Georgia Opened in  passenger / UHP products
  May 2016 for premium vehicles

Hankook Clarksville,  Production  passenger car & light expected   
 Tennessee expected by  truck tyres
  Dec 2016 5.5m tyres/year
   11m tyres/year by 2018

Continental Sumter, Expansion  passenger car & light truck   
 South Carolina by 2016 tyres
   4m tyres/year in 2016
   8m tyres/year in 2021

However, market participants cautioned that 
those new tyre plants in the US may not 
consume domestically produced SBR.
Some sources are hoping that half of the 
rubber required by those plants will come 
from the US market.

Others speculate that US suppliers will see 
little, if any, increase in demand from those 
new tyre plants.

Follow Tracy on Twitter

The automotive industry is a major global 
consumer of petrochemicals which 
contributes more than a third of the raw 
material costs of an average vehicle. ICIS 
tracks the movement of petrochemical 
raw material costs in auto production both 
globally and regionally with the weighted 
ICIS Basket of Automotive Petrochemicals 
(IBAP).

ICIS produces a monthly Global Automotive 
report covering the major automotive 
chemicals markets, the auto-industry, the 
IBAPs and macroeconomic trends. For 
more information on the report and details 
on how to subscribe, please click here
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A seller that was contemplating a January 
increase initiative said higher prices early 
next year are justifiable because January 
global butac demand is expected to be 
healthy. That, in turn, is likely to prompt 
heightened exports to cost-pressured 
Europe and Asia.
 

US BUTAC MARKET SEEN STEADY 
TO STRONGER
By Larry Terry     

HOUSTON (ICIS)--US butyl acetate (butac) 
market participants generally see tepid 
to mildly improved conditions in 2017, 
hinging primarily on domestic economic 
expectations.

While some sources said year-on-year 
demand is unlikely to change much for 
2017, others expect some improvement 
based on 2017 GDP estimates.

The domestic butac market broadly follows 
GDP because of its primary downstream 
markets.

Butac’s major use, accounting for about 
75% of total demand, is in the manufacture 
of various paints and coatings for the 
furniture, construction and automotive 
sectors. It also is used as a solvent in the 
chemical and pharmaceutical industries.

Some US GDP estimates for 2017 range 
from 2-2.5%.

A bit more optimistic is Moody’s Analytics 
estimate of US GDP growth at just below 
3.0% in 2017, but above 3.0% in 2018 due 
to fiscal stimulus expected from President 
Donald Trump in the form of federal 
infrastructure spending and tax cuts.

US GDP growth has not risen above 3% 
since the end of the 2008-2009 recession.

For 2016, most sources pegged year-on-
year growth in 2016 at an average of 5%, 
deriving principally from demand the paint 
and coatings sector.

In the very near term, a producer intends to 
increase butac free-market contract prices 
by 5 cents/lb, effective 1 January.

A couple of buyers said there was little or 
no justification for the January price efforts 
because demand will not yet have returned 
to the market, and because of likely ongoing 
weak propylene prices in December.

SOLVENTS
BUTYL ACETATE

The seller added that strong upstream 
n-butanol demand from other derivatives 
and may limit near-term butac production 
while seasonal butac demand is expected 
to increase beginning early next year.

Major US butac suppliers include Dow 
Chemical, Eastman and Oxea.

 Oxea Corp Bay City, Texas  100,000

Dow Chemical Texas City, Texas 70,000

Eastman Chemical Kingsport, Tennessee 70,000

US butac capacity, tonnes/year
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cellulosics, acrylics and vinyls. 
Applications for these coatings are 
numerous, including wood furniture and 
fixtures, agricultural, construction and 
mining equipment, auto refinishing, and 
maintenance and marine uses.

Major US producers of etac include 

Celanese, Eastman Chemical, Sasol and 
Solvay.

NO MAJOR CHANGES EXPECTED 
FOR US ETAC
By Christie Moffat     

HOUSTON (ICIS)--Participants in the US 
ethyl acetate (etac) market are anticipating 
a stable price environment in 2017, based 
on expectations of no major changes in 
market dynamics.

Price movement during 2016 trended 
upward, continuing a recovery in US etac 
prices that began in November 2015. 
Previously, prices had reached multi-year 
lows in the second half of 2015.
 
Producers separately sought price 
increases in April 2016, citing a variety 
of reasons, including elevated operating 
costs and a need to improve margins for 
sustainability.

Further increases were successful in 
the second half of 2016, with multiple 
producers separately seeking price 
increases in both September and October. 
Similar reasons were cited for the price 
hikes.

Overall, both distributor and spot prices 
finished the year at higher price points than 
at the beginning of 2016.
 
Now that prices have moved higher, 
sources have not expressed the sentiment 
that prices will move any higher in 2017. 
Sources have previously said that supply 
was readily available throughout 2016, 
while demand remained steady.

While the architectural coatings sector 
tends to experience seasonal shifts in 
demand, etac is used in a wide variety of 
products that are not affected by seasonal 
factors.

Sources said that generally, demand from 
all etac end-uses remained steady during 
2016, and that there were no expectations 
of significant changes in US supply next 
year.

Etac is used in a variety of coating 
formulations such as epoxies, urethanes, 
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associated with the specific grade.

“We are not going to complain because we 
have already invested in our facility to handle 
the USP grade,” the distributor said.
For US methyl ethyl ketone (MEK), prices 
began the year at their lowest levels since 
2009 and then fell by about another 14% to 
their current levels.

Some sources think prices have to go up 
because suppliers will need to improve 

US IPA, MEK COULD MOVE IN 
OPPOSITE DIRECTIONS
By Adam Yanelli     

HOUSTON (ICIS)--Participants in the US 
methyl ethyl ketone (MEK) and isopropanol 
(IPA) markets could see prices for the two 
solvents move in opposite directions in 2017.

In the US IPA market, participants will continue 
watching upstream propylene costs for price 
direction.
 
Prices had been stable at multi-year lows 
for most of 2016 before jumping by more 
than 35% in September on the back of rising 
upstream costs for propylene. Propylene 
prices rose by 3.5 cents/lb ($77/tonne) for 
August contracts, and 6 cents/lb for September 
contracts on tightness in overall supply.

However, propylene values retreated – falling 
1.5 cents/lb for October contracts and 6 cents/
lb for November contracts – after which some 
suppliers lowered IPA prices by 3 cents/lb.

One change for 2017 is that US suppliers are 
separately establishing a higher price for US 
pharmaceutical grade IPA.

Dow Chemical said in a letter to customers 
dated 2 December that it is seeking a 5 cent/
lb increase for two grades of IPA – USP and 
semiconductor grade, and anhydrous and ACS 
grade. The company did not give a reason for 
the increase in the letter.

Monument Chemical, in a letter to customers 
on 2 December, said it is establishing a 3 cent/
lb differential for electronic grade IPA and USP 
grade to help offset ongoing costs associated 
with additional testing, record-keeping and 
regulatory compliance required both internally 
and at the customer level.

It was heard this week that US suppliers 
ExxonMobil and LyondellBasell are separately 
establishing 3 cents/lb price differentials for 
USP grade IPA, also effective 1 January, or as 
contracts allow.

A distributor source said this week that suppliers 
had considered setting a price differential 
between grades several years ago, adding 
that it made sense because of increased costs 

SOLVENTS
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margins after such a prolonged period at the 
current levels.

However, sources have said that they see 
nothing on the horizon that should move 
values in the short term.

“There is nothing going on in MEK,” a source 
said. “I cannot think of anything that will impact 
prices.”
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(formerly known as the American Society 
for Testing and Materials).

Several ASTM engine coolant glycerine 
specification sets continue to be in various 
stages of development.

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.

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

US GLYCERINE MARKET COULD 
SEE MORE BALANCE
Leela Landress de Perez     

BUENOS AIRES, Argentina (ICIS)--
Prospects for a more balanced markets are 
looking better for glycerine in the coming 
year.

The US glycerine market is facing 
structural changes amid new food safety 
requirements and price stabilisation 
prompting increasing substitution into 
polyols and glycols markets.

The US Food and Drug Administration 
(FDA) Food Safety Modernisation Act 
(FSMA) is considered some of the most 
sweeping reform in food safety laws in 
more than 70 years. It aims to ensure 
the US food supply is safe by shifting the 
focus from responding to contamination to 
preventing it.
 
Glycerine is considered a high-risk 
ingredient and FSMA applies to 
glycerine destined for human and animal 
consumption.

Sellers described a widening differential 
between oleochemical and biodiesel-
derived glycerine and attributed it to 
consumption coming from a sector where 
FSMA would apply - the pet food sector.

Refined glycerine was oversupplied in 
2016, but in 2017 prospects for expanded 
end-use in glycols substitution is gaining 
attention and offering demand growth.

As the US refined glycerine market has 
seen lower pricing in recent years and looks 
to be achieving some stability in the 30s 
cents/lb range, increased substitution has 
been heard into the polyols and glycols tiers 
with more expected to emerge in 2017.

Buyers in the polyols and glycols are said to 
be moving forward with some substitution in 
favour of glycerine in their formulations.

In 2012, a set of specification standards 
for a glycerine grade to be used in engine 
coolants was ratified by ASTM International 

SURFACTANTS AND 
OLEOCHEMICALS
GLYCERINE

(Source: USDA)
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You can make confident commercial decisions using pricing data from ICIS. Our highly 
respected pricing service covers all the major chemicals, energy and fertilizer markets, with a 
methodology that is trusted by buyers, sellers and analysts alike.

Powerful data in your hands -
ICIS gives you access to all of the following: 

Look back and think ahead -
Access historical, current and forecast
pricing data, so you can:Spot and contract prices for over 180 

commodities
Market commentary on trends and 
business developments
Reported and confirmed transactions
Plant and production news – shutdowns, 
maintenance and turnarounds

•

•

•
•

Understand price drivers and fluctuations
Adapt to emerging market volatility
Mitigate risk using our objective analysis
Conduct evidence-based negotiations 
with suppliers
Settle contracts based on benchmark 
prices

•
•
•
•

•

Pricing intelligence to propel 
your business forward
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