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PRODUCERS NEED TO WORRY 
ABOUT GROWTH AS WELL AS COST 
COMPETITIVENESS 

Petrochemical players in Europe need to worry about 
growth as much as costs and competitiveness, although, 
in truth, they go hand in hand.

Europe’s chemicals markets aren’t growing; 
petrochemicals production is down. Europe has a large 
chemicals market and a still healthy positive chemicals 
and petrochemicals trade balance but the dynamics of the 
business are not encouraging.

The trouble is that investments for growth are being made 
elsewhere. When asked at the end of September where 
INEOS might spend its money to grow, chairman and 
CEO Jim Ratcliffe said clearly, the US. 

In terms of costs, principally feedstocks and energy, 
then, the US is currently the world’s most attractive 
petrochemicals market. 

As far as Europe is concerned, it is clear that competition 
from production units based on cheap and plentiful gas 
will intensify. At the same time, producers in the region 
will have to contend with competition from sources of 
supply in the Middle East of a new range of liquids-based 
intermediates. 

Against this backdrop, the prospects for petrochemical 
producers in Europe do not look bright. 

There are base loads of demand to fill, and one could 
argue that growth will return – although demographics 
suggest not at previous, relatively high rates. 

The shale gas revolution and new product slates for 
petrochemical players in the Middle East mean that 

competition in the European markets potentially will 
increase. This at a time when costs for producers in 
Europe are not falling but rising.

Those costs are the big issue. Reform of the EU’s 
Emissions Trading System (ETS) were discussed in 
committee in the European Parliament. 

There was some acknowledgement that the ETS was 
harming competitiveness. 

The chemical industry, through its trade federation, the 
European Chemical Industry Council (Cefic), pointed to 
hard evidence of ‘carbon leakage’, or the shift of sector 
investment overseas because of the EU’s carbon control 
cost burden. 

Chemical industry investment is booming in China at the 
expense of the EU, said William Garcia, Cefic’s executive 
director for energy, climate, health, safety, security and 
environment.

There is no doubt that industrial production has grown 
strongly in China. Europe, the US and Japan have been 
pushed to the sidelines. 
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Chemicals investment has followed that growth. 

Industry giant BASF pointed out in investor presentations 
in September that while China’s economy had slowed, 
chemicals demand was still robust and in certain markets 
remained strong.

China will continue to be the market for chemicals. 
Producers globally will have to respond as China’s demand 
for products and influence on global supply and demand 
balances and prices becomes even more dominant.

EU chemical industry investment rose from €17.2bn to 
€20.7bn between 2005 and 2015, Garcia said, while in 
China sector spending jumped from €14.4bn in 2005 to 
€95.6bn in 2015.

BASF pointed out that China’s chemicals demand will 
continue to grow and that it will continue to dominate the 
chemicals landscape.

At the 50th European Petrochemical Association (EPCA) 
meeting in Budapest senior executives in the industry 
talked about the next 50 years. Producers in Europe must 
be concerned about their potentially shaky future.

Trends in the industry globally, driven by growth and cost 
competitiveness, place them at a distinct disadvantage. 

Not so long ago, Europe’s petrochemical producers 
worried about the first wave of cracker and derivatives 
capacities in the Middle East, then about the second. 
The second wave did not materialise but there is a 
new competitive threat on the horizon as new crackers, 
polymers and other plants come on stream in the US.

The US is coming back hard with investment in chemicals 
growing at a strong pace – worth $170bn at the last count 
according the American Chemistry Council (ACC) – because 
of shale gas. Europe is not embracing the potential of that 
feedstock source and is largely stuck on the sidelines. 

Industry trends are shifting the competitive landscape. 
According to EPCA president Tom Crotty, quoted in a 
special report in the 26 September – 2 October edition of 
ICIS Chemical Business, “Unless we respond, we are on 
the brink of significant change – not for the good”.

THE FALL OF CONFIDENCE IN  
END-USE MARKETS

Worryingly, for plastic market players, although overall 
the ICIS Europe Chemical Market Confidence Index 
(CMCI) at the end of September showed a stabilisation 
in confidence – reflecting better-than-expected 
macroeconomic data at the time – confidence in all 
of plastics’ key downstream sectors (construction, 
automotive and fibres) has fallen. 

This may signal a loss of confidence in end-use sectors, 
as global financial markets look increasingly fragile and, 
more specifically for automotive and fibre industries, 
the continued rebalancing in China, which is a major 
export market for these finished goods. It’s estimated, for 
example, that more than half of German finished cars are 
exported to China.

European automotive-linked petrochemical confidence 
on future conditions is at its lowest level since ICIS began 
compiling the CMCI in May.
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The drop in confidence is despite strong EU new 
passenger car registrations in August and strongly 
suggests that the automotive industry is expecting a 
downturn.

Confidence across all indicators fell in September with 
views on future order book volumes and future profitability 
seeing the largest month-on-month drops. Nevertheless, 
future order book volume confidence remains in positive 
territory, the only one of the six indicators to remain so  
in September.

Confidence in the European fibres and clothing chemicals 
sector fell across the board in September with only one 
indicator registering positive in the index, analysis of the 
CMCI showed.   

The confidence index suggests that European chemical 
companies linked to car manufacturers are expecting a 
much tougher trading environment in the coming months.

Current and future business conditions, profitability  
and order book volumes were all down from the  
previous month.

Only current business conditions was positive in the 
index, with future order book volumes flat at zero and all 
other indicators showing firm negatives.

Automotive September CMCI change 
compared to August CMCI

Business conditions compared with past 
12 months

Business conditions next 12 months 
expectations

Order book volumes versus 12  
months ago

Order book volumes in next 12 months

Profitability compared with last  
12 months

Profitability expectations in 12
months time

↓↓ 5.7

↓↓ 9.3

↓↓ 10

↓↓ 20.6

↓↓ 4.6

↓↓ 30.7

OVERALL INDEX 
CHANGE

Fibres & Clothing September CMCI change 
compared to August CMCI

Business conditions compared with past 
12 months

Business conditions next 12 months 
expectations

Order book volumes versus 12  
months ago

Order book volumes in next 12 months

Profitability compared with last  
12 months

Profitability expectations in 12
months time

↓↓ 6.3

↓↓ 25

↓↓ 14

↓↓ 22

↓↓ 13

↓↓ 25

OVERALL INDEX 
CHANGE
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The overall September CMCI hinted at stabilising 
conditions for the European chemicals sector as a whole 
after several volatile months, but improvements for 
business condition expectations and current profitability 
remained modest.

Confidence in European construction markets fell in  
both the short and long term forecasts, according to  
CMCI data.

Profitability and order book forecasts over the next 12 
months were particularly negative, with the former falling 
into negative territory after being positive in August.

However, the index was down across the board, reflecting 
a deep drop in both long-term and short-term forecasts 
and putting most indications close to or below June 2016, 
a deeply pessimistic month.

This may be partially due to negative economic data 
and a poor outlook for the construction industry in July 
economic statistics, although September data released 
show a more positive outlook.

It also contradicts a rising short-term trend in construction 
output seen in July.

Demand in some of the plastics markets used for 
construction such as polyvinyl chloride (PVC) and 
expandable polystyrene (EPS) was also seen as below 
per this month.

The pessimism in most categories was driven by traders, 
who were in negative territory for the majority of indicators 
with producers and traders more positive.

However, buyers and producers were also negative on 
profitability in both the short and long term.

The most stable indications were in expectations for 
business conditions for the next 12 months, which fell by 
less than a percentage point. Expectations have fallen 
steadily in this index since ICIS began tracking data in 
May 2016.

Construction September CMCI change 
compared to August CMCI

Business conditions compared with past 
12 months

Business conditions next 12 months 
expectations

Order book volumes versus 12  
months ago

Order book volumes in next 12 months

Profitability compared with last  
12 months

Profitability expectations in 12
months time

↓↓ 15.3

↓↓ 0.8

↓↓ 11.5

↓↓ 19.1

↓↓ 15.3

↓↓ 20.1

OVERALL INDEX 
CHANGE
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The ICIS Europe CMCI aggregates sentiment from hundreds of petrochemical market players actively involved in price 
negotiations across more than 60 different markets.

The Europe CMCI runs from +100, to -100, with zero on each index representing neutral, or uncertain conditions, a negative 
score indicating bearish expectations and a positive score representing bullish expectations. The indices also gather 
sentiment on the comparison between the current situation and the situation across the past 12 months to give a complete 
picture of current market conditions and confidence. The information is gathered in the third week of each month.  A full 
methodology is available on request.

For more details on the overall Europe CMCI data, click here

CONTINUED MOVE UP THE VALUE 
CHAIN, INCREASED CO-OPERATION, AND 
THE GROWTH OF AUTOMOTIVE PLASTICS 

Plastics players in Europe continue to look at 
specialisation and a move up the value chain to secure 
continued growth and counter increased competition from 
other regions, in particular Asia.

A good example of this is the nylon chain, which has seen 
several new European capacity announcements in the 
past few years, with more to follow, despite an estimated 
200,000 tonne/year structural oversupply in the region. 

Prior to nylon 6 expansion in Europe there was a 
structural oversupply of feedstock caprolactam (capro) 
estimated at around 300,000 tonnes/year by market 
players. The extra nylon 6 capacity effectively shifted the 
oversupply downstream. One reading of doing this is that 
it allows nylon 6 players to target specialised applications 
such as automotive engineering plastics, rather than 
offering a commodity product such as capro, allowing 
them to fight on technical ability rather than only on price.

A similar drive may be about to happen in polyethylene 
(PE), according to  Canada-based Nova Chemicals. 
Producers of polymers such as PE are moving more 
towards specialisation of their products and away from 
making a commodity product, said Naushad Jamani, 
Nova’s senior vice president for olefins and feedstocks in 
comments, at the sidelines of the 50th annual European 
Petrochemical Association (EPCA) meeting on Sunday 2 
October.

Such a move is coming during a time of increased 
PE production in North America due to the shale gas 
revolution and the availability of cheap natural gas liquids 
(NGL) feeds.

With so much product becoming available, producers 
are seeking a way to differentiate themselves from the 
polymer pack. Consumer demand and expectations are 
also fuelling that move, said Jamani.

With investments being increasingly made outside 
Europe, the push for driving value has never been higher, 
however, opportunities for plastic market growth remain.
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http://www.icis.com/about/news/icis-introduces-the-europe-chemical-market-confidence-index-cmci/
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THE ‘DEATH OF DIESEL’  
AND PLASTIC GROWTH

French car maker Renault told ICIS on 9 September 
that a recent news story suggesting diesel engines will 
disappear from most of its European vehicles because 
of the cost of meeting tighter emissions standards was 
“nothing new”. Nevertheless, the report has reignited the 
discussion around the future of diesel cars under new EU-
wide emissions targets, and the opportunities this creates 
for automotive plastics markets.

“With regards to the recent Reuters report there is nothing 
new, Renault has always said that it will adapt its offer 
according to the local market demand,” said Chloe Yemm, 
Group Renault spokeswoman.

Renault has been a leading manufacturer of and a heavy 
investor in diesel technology. “Diesel makes up around 
70% of Renault’s sales in the UK today,” Yemm added.

Adoption of diesel cars in Europe was pushed heavily in 
the wake of the Kyoto protocol in 1997 – which introduced 
measures to reduce carbon emissions by 25% over a 10-
year period – because diesel cars emit 15% less carbon 
than petrol. Tax breaks on diesel cars in the intervening 
years and fuel efficiency encouraged consumer take-up.

Nevertheless, diesel cars emit around four times the 
nitrogen oxides of their petrol counterpart and in 2012 
the World Health Organisation re-classified diesel engine 
exhaust from “probably carcinogenic” to “carcinogenic,” 
and in recent years diesel has been facing a backlash.

New EU-wide emissions standards come into force in 
2020-2021. By 2021, car manufacturers will need to 
achieve a fleet average for new vehicles of 95 grams of 

CO2 per kilometre - representing fuel consumption of 
4.1 litres/100km for petrol vehicles and 3.6 litres/100km 
for diesel, with limits set on a value curve according to 
vehicle mass, with only the fleet average regulated. The 
new standards will begin to be phased in by 2020.

There is a strong financial incentive for automotive 
manufacturers to meet these standards. From 2019 any 
fleet average excess over emissions standards will be 
charged at €95/gram of emissions excess for each of its 
registered vehicles.

Prior to the VW emissions scandal of 2015, diesel 
had been seen as a help to automotive manufacturers 
seeking to meet these targets because of its lower CO2 
emissions.

Nevertheless, following the scandal new “real world” 
testing has been introduced which leaves the majority of 
current diesel models struggling to meet nitrogen oxides 
emissions limits without expensive redesign, meaning that 
they are no longer a cost-effective way to achieve fleet 
averages.

This is something that ICIS predicted would be one of the 
major repercussions of the VW scandal in its white paper 
in the immediate aftermath, and it now appears to be 
coming to fruition.

With a limited timeframe to meet emissions standards and 
a major route to achieving this now effectively blocked by 
the new testing environment, increased lightweighting of 
vehicles is perhaps the easiest and most cost-effective 
way of meeting these targets, as it is an already ongoing 
trend in the market.

Metal prices have strongly rallied in recent months – in 
part because of investor flight to safety in the wake of the 
UKs vote to exit the EU. Meanwhile the ICIS Basket of 
Automotive Petrochemicals (IBAP) – a weighted indicator 
of the cost of petrochemical raw materials used in the 
production of automotives – is currently €15/tonne below 
its long term average to €10/tonne of total vehicle weight.

This places plastic markets in a strong position to take 
advantage of any additional lightweighting initiatives as 
opposed to alternatives such as aluminium-based alloys.

In particular, commodity plastics such as polypropylene 
(PP), polyvinyl chloride (PVC) and nylon – which are 
already heavily used in the automotive industry – stand to 
benefit most.

http://www.icis.com/contact/whitepaper-the-vw-emissions-scandal/
http://www.lme.com/metals/ferrous/lme-steel-billet/
http://www.icis.com/resources/news/2016/07/29/10020486/podcast-growing-wealth-gap-impacts-the-automotives-market/
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Newer materials such as carbon fibre may also see a 
strong expansion, because they offer better lightweighting 
properties. At present, however, carbon fibre substitution 
is cost-prohibitive for bulk use in automobiles – although 
there are exciting opportunities currently being explored 
in the sector such as knitting carbon fibre rather than 
weaving it to reduce cost.

European carbon fibre demand growth of 10-20% is 
expected in 2017, according to upstream acrylonitrile 
(ACN) sources.

One ACN producer said it was expecting a big expansion 
of carbon fibre demand in 2020 because of the changes 
to emissions legislation.

“There’s a lot of developments in 2016… if it keeps 
growing it will be an important sector [for ACN],” the 
producer added.

To see why plastics are an exciting metal replacement 
material for automotive manufacturers, the best example 
is provided in the American Chemistry Council’s annually 
published Plastics and Polymer Composites in Light 
Vehicles report, the latest of which came out in October 
2015.

According to that report, automotive plastic materials form 
approximately 50% of a lightweight vehicle’s volume, but 
only about 8% of the vehicle’s weight.

Diesel cars had been under fire before the VW scandal. In 
early 2015, the City of Paris said that in order to improve 
air quality it was aiming to have diesel cars out of the city 
by 2020.

Nevertheless, the higher emissions targets and “real 
world” testing have likely precipitated the shift away from 
diesel and the limited time frame to provide an alternative 
will mean automotive manufacturers will probably turn 
to a proven route – such as lightweighting – with proven 
materials, such as PP, PVC, nylon – or even carbon fibre 
if cost barriers can be broken – rather than risk expensive 
research and development programmes over-running or 
failing to produce workable solutions.

When a deadline looms, you stick to what you know, and 
– as the ACC figures show – what automotive companies 
know is how to replace metal with plastic.

IP SHARING AND DIGITAL 
TECHNOLOGIES

Both asset and intellectual property (IP) sharing and 
the further use of digital technologies were held up as 
examples at the EPCA meeting in Budapest this year as 
examples of how the sector might change.

Road transport is probably the area where co-operation 
might make the most impact – moving polymers and other 
inert materials around more efficiently, for example.

Other sea, rail and storage assets might be more difficult 
to operate more effectively but the suggestion was made 
that players should “think outside the box”.

It is an iterative process, but chemical companies must 
be looking at their logistics chains and thinking where 
they can reduce the amount of inventory in storage and 
transit. This is money that can be used more effectively 
elsewhere.

Companies like to keep a buffer of supply but the new 
digital technologies could introduce much greater 
efficiencies in supply chains end to end.

At the same time there are parts of the logistics chain 
where ‘uberisation’ might be feasible. Loading trucks more 
efficiently, for example, does make a great deal of sense 
in monetary and in environmental terms.

It is crazy that trucks only part-full of polyethylene, for 
example, are likely to pass one another on the motorway.

So a little sharing would not come amiss.



ICIS Market Insights 2016

Some in the sector believe that asset sharing could be 
quite radical and extend to sharing intellectual property.

In the silo business, the silo approach may no longer be 
the one that makes the most sense. Most chemicals, 
however, are not benign. They are dangerous and toxic 
and difficult to handle.

That makes brokering better logistics and storage use 
a complex proposition. But the pace of change for the 
logistics provider is rapid and dramatic, using the words of 
one of the panel members at an EPCA event.

KEY MARKETS

Below we look at some of the key European plastic markets in greater individual depth to determine the outlook for the future:

Logistics and supply chain providers are already 
aggregating information around capacity. By doing that 
individually they are able to better optimise the assets 
they own.

Collaboration is a controversial and complex concept 
but is part of the puzzle that supply chain and logistics 
providers work so hard to solve. It is a sector trend that 
will persist.

Europe PP 
The October propylene contract has gone up by €35/tonne and PP sellers were attempting to cover this upstream 
increase, and sometimes more. 

Contracts for 2017 are also now under discussion and buyers are under pressure to accept an increase in any 
propylene-linked deals. Sellers were confident of achieving some success as PP supply was not expected to 
become any longer in 2017.

Force majeure for some PP automotive compounding grades remains in place from ExxonMobil from Lillebonne in 
France. Restrictions are expected to continue until the end of December. 

Europe PE
PE buyers are under pressure to accept increases, as the October ethylene contract rose by €15/tonne, but 
buyers see no shortages and they intend to resist hikes. 

2017 contracts are also now under discussion and buyers are under pressure to accept an increase in any 
ethylene-linked deals. Producers expect 2017 to be similar to 2016 in terms of supply, and new North American 
material is not expected to be offered widely into Europe until towards the end of 2017, according to many sources.
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Turkey PP and PE 
The outlook for PP and PE for quarter four in Turkey is not yet clear as the country is still feeling the after-effects of 
the failed coup attempt on 15 July. The government is extending the three-month state of emergency, declared on 
20 July, for a further three months which will add to the feeling of uncertainty in the country. 

Trade failed to increase as expected after the Eid al-Adha holidays in September, and has remained flat 
throughout most of October. The recent rise in crude oil prices, together with firmer prices in Asia following the end 
of the Chinese Golden Week holiday, led some market participants to think producers may target higher offers in 
November. Traditionally October and November see strong PP demand from the textiles sector, and while October 
was below expectations, November could still see improvement. The Egyptian Propylene & Polypropylene 
Company (EPPC) will enter a planned month-long maintenance turnaround towards the end of November which 
could potentially impact availability if demand does pick up towards the end of the year. 

New imports of high density polyethylene (HDPE) and linear low density polyethylene (LLDPE) from Egyptian 
producer Ethydco are expected to arrive in Turkey from October onwards. Together with existing imports of HDPE 
from Uzbekistan, which has fast become an important player in the HDPE market in 2016, these new volumes 
could see the HDPE market become over-supplied if there is no pick-up in demand levels. 

Many participants in Turkey say the country, and the markets, are now returning to normal, though with the lira 
reaching new record lows against the US dollar mid-October, it is likely that the prevailing air of economic and 
political uncertain will remain hanging over Turkey for the rest of the year. 

PVC 
Early expectations for PVC contract prices in October were for rollovers or small price movements in line with 
feedstock cost increases. Demand was seen as average to weak, and the majority of European producers have 
material available. Expectations were mixed for export prices with some small upward movements in Turkish 
levels but some difficulty in increasing prices. Spot demand was seen as weak going into October.

Nylon 
European nylon 6 demand growth of 3% is expected in 2017, according to buyer and seller estimates.

Growth was expected to be driven by the downstream engineering plastics industry, sources added.

Growth of 3% is in line with the long-term average yearly market expansion and has been predominantly driven by 
lightweighting of automobiles.

New emissions legislation on European automobiles comes into force from 2020, which may drive further  
market growth.

Nevertheless, the nylon market remains structurally oversupplied and players are broadly expecting the market to 
stay long, and margins to stay under pressure for the remainder of the year.

Nylon demand from the downstream carpet sector is expected to remain broadly at parity with 2016, according to 
market estimates.
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Europe PS 
The European polystyrene (PS) contract price settled at a rollover for September, while there were some cases 
where small upward or downward adjustments have been implemented, depending on starting point.

With the October feedstock styrene contract price settled at a €50/tonne decrease, players focused on setting their 
price targets to begin the next month’s negotiations.

Producers were said to be targeting decreases of €20-30/tonne, while buyers thought that a bigger reduction was 
a realistic scenario given that last month producers kept their prices pretty much stable.

Demand was seen as stable, but was considered rather disappointing in distribution, at least for the past two months.

Europe EPS 
The European expandable polystyrene (EPS) contract price settled at rollovers to decreases of €10/tonne for 
September, while there were also some slightly higher reductions heard which mainly depended on the level of 
prices in August. 

For October, sellers expect prices to drop even more than the €50/tonne decrease in the October styrene contract 
due to overcapacity in eastern Europe. 

Demand remains among the big concerns of the market and although the packaging industry shows a steady 
performance, overall demand has remained weak during the past few months.

Last summer, there was the UK’s referendum vote to leave the EU and then political instability in Turkey, which 
influenced orders. Another worrying message transmitted from the market is that there has been a 10% decline in 
demand in Germany for two consecutive years.

As a result, consolidation seems to be on top of the agenda of the European EPS market, with players saying that 
the market needs alliances, at least between players that do not compete geographically with each other. 

PET 
PET producers were attempting to move away from critical margins by seeking moderate increases for October 
deliveries, but prices look relatively flat upstream. Customers have been buying just what they need as the market 
is essentially oversupplied. Overcapacity may well continue into 2017, so pre-buying in quarter four is a risk that 
some buyers are not prepared to take. The last few years saw fourth-quarter pre-buyers losing out to cheaper 
material in the following quarter. Much will depend on how competitive imports are for delivery in the fourth quarter.
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Ti02 
At the end of September, there were early signs that Q4 titanium dioxide (TiO2) contract prices were firming, on 
the back of producers’ margin needs, some ongoing supply restrictions and better-than-expected demand in some 
cases, although the upward move could be tempered by seasonal and year-end factors and some recent pre-
buying activity. European Q4 TiO2 contract price discussions are under way in most cases, although settlements 
are slow to filter through. Nevertheless, some early Q4 settlements show rises  across various sectors. It is 
widely acknowledged that producers still need to restore lost profitability for the sustainability of the TiO2 industry, 
following price erosion from Q4 2014 to early 2016 and on the back of a firmer feedstock tendency. There is some 
talk that price rises may be similar or slightly lower for sulphate-based TiO2 when compared to chloride-based 
product in the fourth quarter. This is because there are structurally more supply options for sulphate-based TiO2 
compared to chloride-based product. Buyers said that manufacturers maintain that stock levels are low, but buyers 
are not convinced that the market is as tight as suppliers claim. Buyers said that they have no supply problems 
for forecasted volumes and they consider lead times of mainly around three to four weeks to be manageable. 
Producers’ comment on supply has not been widely forthcoming so far. However, one trader considered the supply 
situation to be varied, depending on supplier and grade of TiO2. The trader said it was aware of one supplier not 
having any availability problems, while another manufacturer has some supply constraints for standard chloride-
based TiO2 used in the industrial paints sector. It suggested that there were lead times of a few months as a 
result. It went on to say that there were some other possible alternatives in the market, but it said that they were 
also short in supply, because players were substituting, where possible. There is also talk of another manufacturer 
having volume limitations for plastics grade TiO2. However, these volume constraints were not confirmed officially 
nor in the wider market.

PMMA 
Quarter four contract negotiations in the European polymethyl methacrylate (PMMA) market continue, with further 
increases heard from players. One buyer said it agreed its monthly contract for October at a €40/tonne increase, 
and this buyer expects upward pressure to continue into November. Upstream methyl methacrylate (MMA) 
tightness is driving the increases, with no relief in upstream tightness on the horizon. The last price increase in the 
PMMA market was in the third-quarter of last year, with prices under downward pressure since then. The rollover 
in Q3 prices this year was seen as a turning point in the market where the global shortening of MMA supply and 
tightness in PMMA supply in Asia started to impact Europe. The upstream market started to tighten in April and is 
now in a short situation, which is impacting PMMA supply.

ABS 
Demand seems to have rebounded from the summer break and is looking stable, although volumes are not as 
high as they were during the second quarter. According to sources, there were some complaints about weak 
demand in distribution.

The recent bankruptcy protection filing of South Korean shipping company Hanjin seems to have had no impact 
on the European ABS market as there is no rush from customers to secure material.

A market participant in the extrusion business said that one of its shipments is delayed, but the major part of 
extrusion grade material is supplied from Europe and therefore the effect should be limited or zero.

While the October feedstock styrene contract price settled at a €50/tonne decrease, producers are said to be 
asking for rollovers from their customers as demand remains steadily on a good level.
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POM 
Fourth-quarter contract negotiations in the European polyacetal (POM) market are ongoing. Talks are expected 
to conclude in the coming weeks with supply, demand and raw material costs all factors in the discussions. The 
upstream methanol contract settled at an increase for the fourth quarter. The upward pricing pressure was largely 
driven by the firming of global spot prices.  Demand in the market has been stable and in line with expectations 
from participants. Supply for most of the year has been plentiful and more than able to meet demand.

PBT 
European fourth-quarter contract negotiations for polybutylene terephthalate (PBT) continue. So far, contracts 
have been heard at a stable level; however, firmness in the upstream butanediol (BDO) market is adding another 
dimension to talks. BDO negotiations are expected to be lengthy with targets from players far apart at this stage.  
Demand has been stable with key derivative sectors such as automotive overall performing well. Supply has been 
at a balanced to long level for much of 2016 so far.

SBR 
Styrene butadiene rubber (SBR) spot prices for 1500 grade material rose at the beginning of October after a few 
months of stability on the back of less supply in the spot market and the impact of the higher upstream butadiene 
(BD) contract price for October, according to sources. Early contract talks for October have concluded at double-
digit increases, though some talks remain ongoing.

Attentions are also currently on the soaring BD feedstock prices in Asia and the effect on the downstream rubber 
market. Natural rubber has seen triple-digit increases since September.
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The global styrenic plastics industry has had sustained 
periods of negative growth. ABS consumption worldwide 
was down 0.8% a year from 2007-12 and polystyrene 
(PS) down 1.3% a year over the same period.

However, since 2012 both products have seen a recovery. 
Some of this is due to better fundamentals in their end 
markets as the world recovered from the financial crisis. 
However, some of this growth is due to lower substitution 
away from PS and ABS towards other polymers.

The substitution of PS for other materials was largely 
price-driven. A lighter global cracker feedstock mix 
meant more ethylene produced and less aromatics like 
benzene. This in turn pushed up the prices of styrene and 
its polymers. At the same time the styrenics industry was 
going through a heavy period of consolidation and plant 
rationalisation. Producers were successful in increasing 
the spread of PS and ABS over styrene, even if this meant 
lost volumes. As a result, the price of styrenic plastics 
pushed well above that of other competitor products.

At the same time, innovations in polyolefins and other 
polymers meant that for many applications polypropylene 
(PP), high-density polyethylene (HDPE), or polyethylene 
terephthalate (PET) became technically able to do the 
same job as styrenics. These polymers began to become 
prevalent in products like disposable packaging and 
tableware, yoghurt pots, toys, and CD cases, which had 
been largely PS. 

Environmental concerns around waste and the difficulties 
of recycling styrenics have led to other materials taking 
share in packaging. Paper plates, or takeout-boxes, and 
cardboard box fillings are all becoming popular instead of 
expandable polystyrene (EPS). Ikea recently announced 
that it would use a fungi-based packaging instead of PS.

But looking at growth rates, this substitution effect seems 
to have slowed with styrenic plastics not losing share at 
such a pace. At first glance this seems puzzling: both the 
elevated price and the environmental concerns are still in 
place. 

Asking the industry about this slowdown reveals a very 
simple factor behind it. Those consumers that can switch 
polymers already have. For many applications, the 
technical limitations mean that other cheaper polymers 
are not appropriate.

One example given was snapable yoghurt pots. Yoghurt 
pots are increasingly made from PP. But for those that 
come in blocks of four and are then separated, PS is the 
only suitable material which snaps. There is development 
to find a formulation of PP that works, but no success yet.

Substitution away 
 from styrenics is slowing  

but why?
By Rhian O’Connor
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Similarly, LEGO is amongst the most famous and visible 
users of ABS. The company has been trying to develop a 
sustainable polymer alternative. However, this has been 
hard and alternatives such as bio-polylactic acid have lost 
their shape a few weeks after moulding. The company 
has set a target of 2030 for replacement, but some 
industry commentators think even this is ambitious.

Disposable packaging continues to be one area where 
legislators act to reduce styrenic use. On 19 September, 
France became the first country to ban all plastic plates 
and cutlery. However, it is interesting to note a year 

previously that New York’s Supreme Court overturned the 
city’s ban on plastic foam containers and packaging. The 
court found that recycling was a feasible option. Many 
alternatives to plastic packaging such as a wax-lined 
paper cups are equally or more problematic to recycle.

Substitution away from PS and ABS should continue 
both in consumer goods, manufacturing and disposable 
packaging. But the rate of substitution has slowed and 
should continue to slow as technical limitations mean that, 
in many instances, PS and ABS are the only alternatives.
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HDPE
NORTH AMERICA

Regional consumption is anticipated at 8.1m tonnes this 
year and will jump to over 8.3m tonnes in 2017, with an 
average growth rate of around 2.5%.

Output is set to grow significantly during 2017, with the 
start-up of two new state-of-the art units. The Gemini 
HDPE joint-venture project between Ineos and Sasol with 
a capacity of 450,000 tonnes/year at LaPorte, Texas, is 
scheduled for mechanical completion in early 2017, and 
ChevronPhillips will also start next year a 500,000 tonne/
year plant at Sweeny, Texas.

Braskem-Idesa has started HDPE production in 
Coatzacoalcos, Mexico, last April but only averaged around 
30% utilisation rate in Q2 2016. Its exports could start 
having an impact in the US in the second half of this year. 

According to ICIS Consulting, HDPE exports from North 
America to other regions will grow by 19% in 2017.

EUROPE

In H1 2016, HDPE demand in Europe has exceeded 3.5m 
tonnes, a noticeable 4.5% increase year on year. Data 
include Turkey, where apparent consumption increased 
by double-digit rates during the first half of the year. 
Buyers in western Europe have expanded inventories 

during January-June, in anticipation of good downstream 
demand and possible supply constraints.

Annual demand growth in the region is projected at 
3.5% in 2016 and at 2.0-2.5% in 2017. Total HDPE 
consumption will grow from 7m tonnes in 2016 to 
7.15m tonnes in 2017. The short-term scenario must 
contemplate a possible slowdown in the Turkish  
market growth. 

Planned turnarounds in Europe can affect from 11% to 
22% of total HDPE capacity from September to November 
2016, the actual share depending on some unconfirmed 
plans. The forecast shows that only a slight improvement 
in average plants’ utilisation rates is possible in 2017.

NORTHEAST ASIA

China’s domestic consumption is anticipated at 11.4m 
tonnes this year and 12m tonnes the next, averaging 
an annual growth rate of over 5%. In 2015, the country 
accounted for 26.8% of the world’s HDPE consumption 
and it will reach 27.2% in 2016 and 27.4% in 2017.

Output from Chinese plants has risen by 11% in H1 2016 
year on year and it is expected to total 6.0-6.1m tonnes 
in 2016. A further 5.5% increase will bring the country’s 
production to 6.4m tonnes in 2017. The country’s self-
sufficiency rate is increasing, from 54% in 2015, to 55% in 
2016 and will be over 56% in 2017. During 2017, several 
units are scheduled to start-up in China and bring an 
additional 775,000 tonnes/year HDPE capacity online.

Demand in Japan, South Korea and Taiwan is projected 
to grow by just 1.0-1.5% per year during 2016-2017. 
Domestic consumption in H1 2016 was up 3% in South 
Korea versus H1 2015, but slightly down year on year in 
Japan and Taiwan.

Regional HDPE and PP  
supply and demand 

2016-2017
By Fabrizio Galié
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HDPE
NORTH AMERICA HDPE TRADE BALANCE

2016 2017

  Capacity

  Production

  Consumption

 Q1 Q2 Q3E Q4E TOT YR Q1E Q2E Q3E Q4E TOT YR

 2,257 2,337 2,495 2,495 9,583 2,559 2,586 2,739 2,739 10,623

 2,395 2,263 2,481 2,451 9,591 2,504 2,497 2,594 2,561 10,156

 2,007 1,921 2,072 2,105 8,105 2,033 2,077 2,100 2,106 8,315

EUROPE HDPE TRADE BALANCE

2016 2017

  Capacity

  Production

  Consumption

 Q1 Q2 Q3E Q4E TOT YR Q1E Q2E Q3E Q4E TOT YR

 1,648 1,657 1,665 1,665 6,635 1,629 1,647 1,665 1,665 6,606

 1,395 1,342 1,403 1,428 5,569 1,399 1,395 1,415 1,420 5,629

 1,772 1,744 1,721 1,761 6,999 1,774 1,807 1,780 1,790 7,150
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All data in thousand metric tonnes
HDPE = Polyethylene with a specific gravity of 0.94 or above
E = Estimated
Production includes estimate of post-consumer recycle
Import/Export do not include intra-regional shipments

Regional definitions:

NORTH AMERICA = USA, Canada, Mexico
EUROPE =Western Europe, Central & Eastern Europe, Turkey
NORTHEAST ASIA = China, Hong Kong, Japan, North Korea, South Korea, Taiwan
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NORTHEAST ASIA HDPE TRADE BALANCE

2016 2017

  Capacity

  Production

  Consumption

 Q1 Q2 Q3E Q4E TOT YR Q1E Q2E Q3E Q4E TOT YR

 2,710 2,721 2,734 2,855 11,020 2,755 2,812 2,854 2,892 11,313

 2,433 2,453 2,607 2,602 10,094 2,565 2,532 2,632 2,723 10,453

 3,329 3,409 3,518 3,582 13,839 3,510 3,564 3,647 3,729 14,450
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PP
NORTH AMERICA

Following a 6.7% annual increase in regional 
consumption in 2015 – the highest rate since 2010 – the 
North American PP market continues to progress well this 
year, though at a reduced pace. 

Preliminary estimates show a 5-6% increase year on year 
in demand during H1 2016, though that is expected to 
slow down in the second half of the year. 

The noticeable fact in 2016 has been a large increase in 
US imports, as the market was flooded with lower-cost 
material from the Middle East, Asia and Brazil. Thus, 
significant volumes ended up in stocks at both the buyers’ 
and the producers’ level.  A recent rebalance of US prices 
with international values will normalize the supply and 
demand balance. 

Regional consumption growth is anticipated at 2.2% in 
2017, while production will only increase by 1.0-1.5%.

EUROPE

Apparent consumption went up strongly in the first half of 
the year, while output from the PP plants in Europe was 
down slightly by 0.4%. Several issues can keep regional 
production tight in H2 2016, including a recent shortfall in 
propylene availability. Approximately 11-12% of regional 
PP capacity will be under maintenance during September-
October, which can tighten supply particularly in central-
eastern Europe. On the other hand, buyers’ stocks are 
balancing against the production issues.

Demand in western and central-eastern Europe is 
favourable and ICIS Consulting forecasts consumption 
growth of 3.4-3.5% in 2017. However, the situation 

remains uncertain in Turkey after the coup attempt on 15 
July. The country’s demand has weakened significantly, 
as is evident from the July import figures showing a 24% 
decline from June, especially in polypropylene grades, 
likely a combined effect of Ramadan and the coup 
attempt. Turkish buyers could restock in Q4 2016, but 
demand has remained flat into October to date.

NORTHEAST ASIA

Chinese demand growth has slowed this year and it is 
anticipated at 6.5-6.7% in 2016, which compares with an 
average annual rate of 11.4% in 2015. Nonetheless, it 
means that demand in 2016 will be 1.4m tonnes higher 
than in 2015. 

In 2015, China accounted for 34.2% of the global PP 
consumption. According to projections by ICIS Consulting, 
the share will rise to 34.7% in 2016 and 35.1% in 2017.

The country’s production will surpass the 19.6m tonnes 
this year, including approximately 250,000  tonnes of post-
consumer recycled material. The corresponding figure in 
2017 is anticipated above 21m tonnes. Correspondingly, 
China’s self-sufficiency rate will jump from 81% in 2015 to 
85% in 2017.

As to the other countries in the region, during H1 2016 the 
output was flat in Japan year on year, but higher in South 
Korea and Taiwan. Demand in these countries will grow by 
2.5-3.0%/year during 2016-2017.



2016 2017

  Capacity

  Production

  Consumption

 Q1 Q2 Q3E Q4E TOT YR Q1E Q2E Q3E Q4E TOT YR

 2,115 2,139 2,162 2,162 8,578 2,115 2,139 2,162 2,162 8,578

 2,029 2,085 2,059 2,035 8,207 2,036 2,093 2,123 2,066 8,318

 2,120 2,158 2,075 2,045 8,398 2,100 2,146 2,200 2,134 8,580

2016 2017

  Capacity

  Production

  Consumption

 Q1 Q2 Q3E Q4E TOT YR Q1E Q2E Q3E Q4E TOT YR

 2,715 2,745 2,775 2,775 11,009 2,715 2,745 2,775 2,775 11,009

 2,436 2,433 2,467 2,473 9,809 2,513 2,534 2,534 2,450 10,031

 3,026 2,966 2,967 3,030 11,989 3,092 3,129 3,110 3,131 12,461
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PP
NORTH AMERICA PP TRADE BALANCE

EUROPE PP TRADE BALANCE
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All data in thousand metric tonnes
PP = Polypropylene including homopolymer and copolymer grades
E = Estimated
Production includes estimate of post-consumer recycle
Import/Export do not include intra-regional shipments

Regional definitions:

NORTH AMERICA = USA, Canada, Mexico
EUROPE = Western Europe, Central & Eastern Europe, Turkey
NORTHEAST ASIA = China, Hong Kong, Japan, North Korea, South Korea, Taiwan
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NORTHEAST ASIA PP TRADE BALANCE

2016 2017

  Capacity

  Production

  Consumption

 Q1 Q2 Q3E Q4E TOT YR Q1E Q2E Q3E Q4E TOT YR

 6,861 7,113 7,120 7,490 28,583 7,403 7,486 7,955 8,119 30,963

 6,871 6,602 6,923 7,075 27,471 7,130 6,987 7,270 7,622 29,008

 7,012 6,805 7,115 7,414 28,346 7,365 7,161 7,501 7,817 29,843
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