
Petrochemical companies must anticipate these changes 
as much as possible, building strategies that contemplate 
alternative scenarios.

Since mid-2014, the crude oil price crash has brought a 
relative reduction of the cost-advantage for integrated 
projects based on cheap natural gas resources. On top 
of the direct effects on the petrochemicals industry, weak 
crude prices also had implications on the world economy, 
for example mining the stability of economies that strongly 
rely on crude exports, or contributing to the modification of 
exchange rates among major currencies. Noticeably, the 
Chinese yuan has depreciated against the US dollar, since 
the People’s Bank of China allowed the currency to drop in 
August 2015.

Additionally, there is mounting concern over a possible  
economic slowdown in China, where reforms will likely 
keep on to prevent the possibility of a property bubble and 
deal with increasing debts, which more and more can limit 
foreign investments.

What happens in China will certainly condition the  
competitive landscape of the polyolefins business.  
For instance, China alone accounted for 34% of the global 
polypropylene (PP) demand in 2015, a share that is also 
increasing year-on-year to 35% in 2016 and 36% in  
2017, according to ICIS preliminary projections. As for  
polyethylene (PE), China alone imported 2.3m tonnes of 
linear-low density PE (LLDPE) resins in 2015, more than 
what Europe and Turkey imported from the rest of  
the world.

That said, the polyolefins business still offers plenty of  
opportunities and continues to drive investments around 
the world. According to preliminary figures, global demand 
for PE and PP totalled 160m tonnes in 2016, 4.6% more 
than the preceding year, compared with world gross  
domestic product (GDP) growth of just 2.3%. Further 
growth is expected in 2017 in mature markets. In the US, 
polyolefins demand is anticipated to grow by at least 2-3% 
this year, as improved labour market and income growth 
will likely favour a pick-up in consumer spending, and 
end-user sectors such as construction, infrastructure and 
automotive, will also grow. In Europe, the recovery of PE 
and PP markets has finally consolidated after years of 
faltering trends. For instance, the PP market in the  
eurozone expanded by 3.0-3.5% in 2016, which was the 
highest annual rate since 2007.
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The petrochemicals industry is going through a period of extreme price volatility, which impacts on 
margins and competitiveness. Demand for the major commodity polymers, albeit showing signs of 
growth, remains exposed to various unpredictable factors, which will surely have implications in the 
short and medium term.
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LLDPE import volumes in 2015
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New PE and PP plants start-up in 2017

A total of 11.8m tonnes of new polyolefin capacity is 
scheduled to go on stream this year, with PE accounting 
for a dominant share. New PP plants will account for 3.0m 
tonnes/year and noticeably consisting almost entirely of 
Coal-To-Olefins (CTO) or Methanol-To-Olefins (MTO)  
integrated projects in China, with a minority share of  
propane dehydrogenation (PDH)-based new PP plants 
(about half a million tonnes/year). Outside China, ONGC  
Petro-Additions (OPaL) has started its 340,000 tonne/year 
PP plant in Dahej, India, in February 2017. Indian Oil  
Corporation (IOC) is also aiming at starting its 700,000 
tonnes/year PP facility, but ICIS expects this plant to be 
realistically operational in 2018.

PE investments this year will be more concentrated as well, 
but vaster. Over 3m tonnes/year of capacity is planned in 
North America, including Nova Chemical’s 454,000 tonnes/
year LLDPE plant at Joffre, Canada, which already has 
started delivering volumes to customers this January. In 
the past few years, the availability of cheap natural gas 
resources in the region has promoted an avalanche of 
investments in new olefins and polyethylene capacity 
build-up. The first “wave” of new PE units is planned by this 
year, including world-scale PE projects by Chevron Phillips 
Chemical, Dow Chemical, ExxonMobil Chemical, and the 
INEOS-Sasol joint-venture Gemini HDPE.

As for the other regions, the key PE investment in Saudi 
Arabia will be the completion of Sadara’s units at Jubail, 
which will be finalised in Q2 2017, according to ICIS  
information. China plans to add 2.6m tonnes/year of new 
PE capacity, and India will see new plants by OPaL at 
Dahej (as mentioned above) and Reliance Industries at 
Jamnagar, totalling over 2m tonnes/year of capacity.

Impact from additional supply

The real impact from these new plants on international  
markets will clearly depend on the actual timing of  
start-ups, as some delays may well occur. Overall, ICIS 

estimates that global PE average operating rates could 
decrease by almost 2% during 2017-2018 compared with 
2016, but it will not fall below the average level in 2014. 
The situation is much different for PP, as the expected  
capacity additions in the next few years will be lower than 
the planned additional demand at a global level, thus  
bringing average utilisation rates close to the 90% well 
before the end of the decade.

PE capacity additions in the US will also bring important 
challenges to US producers in the coming years, like 
securing efficient supply chains from production to the 
users, and logistics will be critical to align production and 
distribution of such huge volumes to international markets. 
ICIS expects that the increasing PE production in the US 
can favour faster growth in the domestic market, as well as 
in Mexico, where Braskem-Idesa will ramp up operations at 
its 750,000 tonnes/year capacity at Coatzacoalcos that was 
started up in 2016. Nonetheless, the US will need to export 
on a major scale.

As for China, projects under development are aiming to 
support an improvement in the country’s self-sufficiency, 
which ICIS estimates to be possible in the mid-term. For 
PE, it will grow from less than 60% last year to around 63% 
by the end of the decade. On the other hand, conflicting 
priorities are emerging on the CTO/MTO projects, including 
environmental issues, delays and/or cancellation of  
some projects.

Source: ICIS Supply & Demand Database

New PE-PP capacities in 2017
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Polyolefins Market  
Outlook 2017
Polyethylene (PE) and polypropylene  
(PP) buyers are still coming to terms with  
the exceptional situation of 2015, and are  
wary of a series of planned maintenance  
closures this year that could affect supply.  
The weak euro, leading to fewer imports but  
stronger exports, is also something they need  
to come to assess when looking at 2017 as a  
whole. The monomer/polymer spread has fallen since the middle of 2016, for both 
PE and PP, but it remains much higher than when it began to surge, at the end  
of 2014.

Take a look at the ICIS PE and PP Outlook for the key topics of the year, including 
an infographic on the notable cracker turnarounds in Europe and the new capacity 
coming onstream in the US.
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