
2015 is still casting its shadows in 
the European polypropylene (PP) 
market, and the effect will last well 
into 2017 if some producers have 
their way.
2015 has gone down in the annals of polymer history. 
Repercussions from tight PP supply in Europe in 2015 
had a big impact on pricing in 2016. Some sellers are 
pushing for further improvement in 2017, based on 
potential supply issues that saw some 2015 converters 
shutting lines for lack of product.

Several veteran buyers in 2015 expressed shock at  
the situation.

“In my thirty years in the polymer industry I have never 
seen anything like this,” said one large buyer, echoing a 
sentiment felt across most regions in Europe.

Tightness arose as low prices left imports unworkable, 
on a weakening euro against the dollar. Export  
opportunities were, however, consequently strong. 

Imposition of an increased import duty January 2014 on 
Gulf Cooperation Council (GCC) product, from 3% to 
6.5% also affected imported volumes.

Crude oil 
European buyers were relaxed, watching crude oil and 
feedstocks fall. It was only when crude oil prices started 
to rise again, and they came back to the market to buy 
PP, that product tightened. Producers had been  
exporting as European buyers did not seem to want 
their product- and a series of force majeures on  
propylene and PP tightened the market further.

In 2015, buyers learned the hard way that security of 
supply was more important than pricing.

Spot prices soared above contracted levels, and some 
buyers that assumed they had contracts in place found 
these contracts were not valid, and were obliged to buy 
imported volumes and pay very high spot prices for  
local supply. 

The uncertainty of 2015 led to a different set of  
contracts being put in place in 2016, affecting mainly 
those linked to propylene.

While most producers are not prepared to divulge any 
details of annual pricing contracts, most information 
necessarily comes from buyers, and they admit harsher 
terms for 2016 PP pricing contracts were unavoidable.

Memory of supply shortages were still raw, and there 
was no option to accept hikes. Some buyers said  
contracts in place were not particularly advantageous 
for sellers. One such contract was reported at the  
prevailing propylene contract plus only €120/tonne.

New 2016 contract were said by buyers to be closer to 
propylene contract plus €250-300/tonne, and it was on 
this base that buyers said they were being asked to add 
another €50/tonne at least.

Propylene plus
There were also tales of one seller looking for propylene 
plus €400/tonne in some cases. 

“When I saw what they wanted for 2017 I nearly fell off 
my chair,” said one buyer with links to monomer.
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Difference between spot and contracted prices  
in Europe. Contracted prices (FD EU) are shown on  

a gross basis and are subject to discounts. Spot prices  
are not subject to discounts. 
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These targets for 2017 are not going down well with 
buyers in general. Memories of shortages in 2015 are 
not as fresh as they were and there has been no repeat 
of 2015 this year. 

“They [producers] are trying to increase the spread,” 
said one frustrated buyer. “But why will January and 
February be different to October and November.  
Why should prices be higher?”

Buyers argued the current spread was ample, in spite  
of erosion in recent months as PP prices have not  
followed price moves in the propylene contract price. 
They are also seeing low spot offers coming from  
European producer sources in November, as demand 
slows and stocks build with producers.

Game playing
Buyers were looking to settle 2017 pricing in a different 
way if they don’t reach a satisfactory conclusion with 
their sellers. 

“I’m buying all the extra [spot] material I can,” said one 
buyer. “I don’t like what the sellers are asking.”

“I will buy monthly freely negotiated,” said another, who 
was not prepared to pay an extra €50-60/tonne on top of 
2016 propylene-linked pricing.

“In my opinion this is blackmail,” said another buyer.

“There’s a lot of game-playing going on,” said a  
producer, who confirmed only that it was targeting price 
hikes for 2017, with no further details given.

Many sources expected a rerun of 2016 in 2017,  
so some buyers were prepared to take their chance  
and not hurry to enter into contracts they felt they  
would regret.

Others were holding out for another couple of weeks to 
see if sellers became more nervous as they lose  
volumes with buyers preferring to stick to increased  
spot volumes.

For the moment, low spot prices from European  
producer sources are not helping their cause, but sellers 
cited tight propylene throughout 2017 in Europe to  
support their argument.

“Propylene has the potential to be tight in Europe next 
year,” said an observer, “but propylene globally should 
be long.”

Discussions are expected to continue into December.
PP is used in packaging, the manufacture of household 
goods and also in the automotive sector.
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