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MARKET OUTLOOK

European polyolefins demand to grow in 2017, underpinned by 
economic improvements
By Fabrizio Galié

Polyolefins demand in western and central-eastern 
Europe is expected to continue growing this year 
by more than 3% for polypropylene (PP) and at 
least 1.0-2.5% for polyethylene (PE) depending on 
grades. Downstream industries can benefit from 
improving economic conditions in the eurozone, 
although political factors and international events 
could dampen overall demand in the region. The 
consulting team at ICIS expects PE and PP supply 
to remain generally tight during most of the first half 
of the year, due to cracker turnarounds and low 
imports, especially from the Middle East. Market 
conditions could change significantly from mid-2017.

Economic growth in the eurozone accelerated 
in early 2017, and inflation has shown signs of a 
significant increase. According to the European 
Central Bank (ECB), inflation reached 2% in 
February, the highest rate in the last four years, 
although this was largely due to higher energy 
prices. The ECB stimulus programme will continue 
throughout 2017, but the economic outlook for 

the eurozone remains subject to several threats, 
including the outcomes from elections in France and 
Germany later this year.

Various factors, especially geopolitical, can 
potentially lead to structural changes to the 
economic assets across the European region. 
These include not only the outcomes from Brexit, 
but also in a broader context the effects of policies 
– not only economic – in the US, China and even 
Turkey. Petrochemical companies will have to 
consider strategies to deal with a nervous market 
environment, especially if international trade flows 
are affected.

Despite the threats, ICIS also sees plenty of 
opportunities for the European petrochemical 
industry in 2017, which looks like a promising year 
in terms of market growth. Looking at polyolefins 
in detail, demand in the first quarter has moved 
largely in the direction of ICIS’s expectations. The 
market sentiment was definitely pushed beyond 
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usual levels by prospects of price hikes, as crude 
oil moved to a higher pattern from December 2016 
and through to early March, and even more due to 
demand running faster than supply.

ICIS sees good demand growth for polyolefins during 
Q2 and until at least the mid-summer season, while 
availability from both production and imports is likely 
to remain tight for most of H1 2017. Supply from the 
Middle East could remain weak even until the end of 
the Ramadan celebrations on 25 June.

A turning point in European supply dynamics can 
be expected around mid-2017, when it will be 
clear whether any possible extension of OPEC’s 
agreement to cut production will be effectively 
rebalancing the world oil supply and demand, and 
determining the naphtha price direction. In addition, 
probably from Q3, imports into Europe could start 
increasing especially for PE, as new capacity starts 
up in the US. In the Middle East, Sadara is already 
testing volumes and we will probably see growing 
shipments to Asia in the next few months, and 
possibly C4 (butene-based) LLDPE grades heading 
to Europe.

Asia perspective
By John Richardson

China is suffering from a bout of polyolefins 
indigestion right now as a result of a sharp rise 
in both imports and local production. In January-
February 2017 on a year-on-year basis, PE 
imports were up by no less than 38% to a total of 
around 1.9m tonnes, according to China Customs 
department data. Meanwhile, PE production rose by 
11% to approximately 2.7m tonnes during the same 
two months, according to ICIS China.

It was the same story in PP. Imports in January-
February 2017 were up by no less than 50% at around 
900,000 tonnes, with local output 12% higher at 3m 
tonnes.

This indigestion, combined with the fall in oil prices 
during March, explain the recent declines in China’s 
polyolefins pricing. 

So much for the history. What about the future? 

It seems likely that this indigestion will take a good 
while to be cured, even though demand growth 
remains strong. Plus, we see the potential for further 
significant weakness in oil prices.

North America perspective
By Stephanie Kirby and James Ray

The polymer market in the US is in a unique position 
with PE and PP at polar opposite ends of the supply 
and demand cycle. PP is tight, with demand growing 
5.5% annually (since 2013) and no significant 
increase in supply expected until 2020, while there 
is an ample supply of PE with more coming on line 
every year. 

New PE capacity coming on line in the US should 
lead to lower prices and margins, especially as new 
producers come on line and begin to compete for 
market share. Specialty grades will see a boost in 
availability as everyone wants to play in that market. 

Price uncertainty going forwards will be based on 
crude as margins should slowly move lower with 
double digit percentages of new capacity coming on 
line in 2017. The full impact will hit in 2018, when all 
the new capacity is running. This added capacity will 
be exported to Asia, with an expected 12% increase 
in exports going there, 14% more going to Europe 
and 7% more going to Latin America.

ICIS price forecast reports 
ICIS price forecast reports provide a clear view of 
prices and supply and demand trends for the next 12 
months.
Packed with vital information, the report includes 
everything you need to assess where the market is 
heading and the impact or opportunity that presents 
for your business. Use the forecast reports to settle 
contract prices, review your market position, make 
better production or commercial decisions and buy 
or sell with confidence. 
The price forecast reports currently available are:

Find out more about how price forecasts can help 
you at www.icis.com/priceforecast
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Request your free sample report

Request a free trial of ICIS news Enquire about the price forecast reports
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SUPPLY AND DEMAND DATA

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.

FORECAST REPORTS

ICIS publishes monthly forecast reports for 
polyethylene and polypropylene in Asia, Europe 
and the US 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, the Middle East, Europe and the 
Americas. Our reports also provide price histories and expert commentary to help 
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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.
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