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SINGAPORE (ICIS)--Chinese importers are renewing their 
call for domestic market fundamentals to be reflected in 
benzene import prices. Pricing imported cargoes on a 
CFR (cost & freight) China basis might be an improvement, 
market sources said, because they feel that the traditional 
practice of pricing benzene imports on a FOB (free on 
board) Korea basis does not fully reflect the dynamics in the 
China domestic market.

Most end-users in China, as well as some international and 
regional traders, said that the FOB Korea assessment is 
heavily influenced by arbitrage flows to the US, which does 
not adequately reflect the Chinese market.

The Asian benzene market is due to undergo significant 
changes in supply and demand fundamentals over the next 
few years as China emerges as a key benzene importer.

The FOB Korea benchmark

The FOB Korea price assessment has been a widely used 
benchmark for benzene in Asia for many years. A FOB 
Korea-linked contract price takes into account all the daily 
transactions in a week that could include deals to China, as 
well as other destinations such as the US and Taiwan.
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Meanwhile, South Korea’s benzene exports to China have 
been rising since 2015, although exports to the US remain 
higher as South Korea has monthly contract volumes to the 
country.

At the same time, from Q2-Q4 2015, the average price 
spread between FOB Korea and the workable CFR China 
price was at $1.40/tonne – much lower than the typical 
freight cost of $20/tonne. Hence, many Chinese importers 
felt that the FOB Korea-linked import prices failed to 
capture the full market reality in China, but instead reflected 
the fundamentals in South Korea and its other major export 
destinations, such as the US. A number of Chinese end-
users believed that they had overpaid for imports in 2014 
because domestic prices back then were much lower than 
their contract prices fixed on a FOB Korea plus alpha basis.

On the other hand, South Korea producers said they prefer 
to price exports on a FOB Korea basis because this best 
reflects the fundamentals in the Korean market, compared 
to a CFR destination pricing mechanism.

Amid inconclusive discussions over the choice of 
benchmark, many Chinese importers declined to sign FOB 
Korea-linked contracts for delivery in 2016. Some of them 
said that the FOB Korea-linked contractual offers were 
not attractive enough for them to commit to 2016 term 
volumes. Some suppliers also said that Chinese importers 
would have adopted the FOB Korea trading term if the 
premiums were lower.
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The CFR China alternative

With China set to import an estimated 1.40m tonnes of 
benzene in 2016 and with imports estimated to reach 2m 
tonnes in 2017, buyers in China are expected to gain clout 
and many have indicated their desire to have more say in 
the pricing of their purchases.

The key argument for a CFR China price is that it can 
better reflect conditions in the import segment due to an 
increasing flow of cargoes not only from South Korea, but 
also from other regions such as Japan, southeast Asia, the 
Middle East and India.

Several regional and international traders have also 
expressed interest in negotiating 2017 term contracts with 
end-users based on CFR China prices, and some have 
incorporated that into their spot trades in 2016. 

Some end-users had also experimented with benzene spot 
trading based on the current day’s spot prices, in an effort 
to avoid the volatility of a FOB Korea-linked contract price. 
However, spot trading among end-users remains sporadic 
because it is not their core business and can be time 
consuming.

The ACP and Sinopec Contract Price System 

Between the end of 2015 and early 2016, several key end-
users in China signed term contracts with regional traders 
based on the Asia Contract Price (ACP) announced by 
Japan’s JX Nippon Oil. Only one end-user in China signed 
up for 2016 term volumes based on a FOB Korea-linked 
price formula.

The ACP for the forward month takes reference from FOB 
Korea spot prices traded in the last few days of the month 
and is concluded on a CFR Asia basis. The ACP is not 
widely used as a benchmark because only a small number 
of buyers and sellers are involved in its negotiation and 
settlement.

Comparing the ACP with FOB Korea monthly average 
prices for the first half of 2016, the FOB Korea averaged 
around $3/tonne higher than the ACP pricing, according to 
ICIS data. FOB Korea was on average $6/tonne lower than 
the ACP pricing in 2015, the data showed.

A few Chinese end-users said that they are open to using 
the ACP in combination with other price points for 2017 
import term contracts, because imports to China have 
been steady in 2016 and would continue to rise due to 
downstream expansions.
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Last year, some Chinese end-users proposed the use 
of Chinese yuan-denominated formula contract pricing. 
However, this failed to gain traction as South Korean 
producers and many traders said that domestic prices 
were too heavily influenced by the price offers from local 
producer Sinopec.

All market players, including producers, traders and end-
users, will have to weigh their options and risks as they 
adapt to the changing trade flows.

The results may be protracted contract negotiations and 
more complex pricing formula structures.
As pricing of a commodity typically changes over time in 

line with trade flows, which usually tracks either the key 
supply or destination point, alternative pricing mechanisms 
are bound to emerge. 

With stronger Chinese purchasing activities, the role led 
by South Korean producers for many years could change, 
although they will still have a significant part to play in 
pricing the emerging destination based (CFR) assessment 
as they are the largest exporter of benzene to China.

Active engagement with Chinese customers to develop a 
new pricing model could benefit and entrench the South 
Koreans’ position as a key supplier even as competition for 
off-takers increase.
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Asia’s benzene supply outstripped demand by around 3m tonnes in 2015, according to market players.

China imported 953,899 tonnes of benzene from January to August 2016. The country’s self-sufficiency rate was estimated at 
91.7% in 2016, according to ICIS China.

Fact box:
Asia’s benzene supply has been rising steadily and 2016 marks another year of rapid expansions with new capacities starting up 
in the fourth quarter. These additional capacities will exacerbate the oversupply in 2017 that has been weighing on the market 
since 2015.
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China will continue to be the largest consumer of benzene in Asia and its import demand is expected to increase as its 
downstream expansion projects far surpasses those of other countries.

For further discussions on this topic please contact Daphne Ho at daphne.ho@icis.com or +65 6780 4363. 

The share of China imports from South Korea in the 
first eight months of 2016 was at 46% compared with 
51% for the whole of 2015, while Japan increased its 
weightage to 30% in the first eight months of 2016 from 
16% for the whole of 2015. 

Southeast Asia exports to China were at 192,134 tonnes as of August 2016, compared with 127,760 tonnes in the first eight 
months of 2015. The increase in 2016 was largely because of weaker demand from southeast Asia cumene and phenol buyers 
due to Shell Singapore’s cracker outages and production issues at PTT Phenol’s new unit in Thailand. Bids from China have 
been more attractive compared to southeast Asia, resulting in cargoes being exported from the region. 
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Asia Benzene Pricing Report

Request a free sample report 

ICIS publishes daily and weekly reports for the Asia benzene 
market, providing pricing information, market news and analyses. 
Understand the key price drivers and market conditions and settle 
your contract prices more confidently with access to time-sensitive 
offers/bids and price movements.

Our price report coverage includes the following:

• Spot price assessments (FOB SE Asia, FOB Korea,
CFR SE Asia, CFR NE Asia, CFR China)

• Price histories and market commentary on changing
trade trends

• Plant production and shutdown schedules
• Upstream feedstock and downstream information

China Benzene Annual Study

The ICIS China Benzene Annual Study offers comprehensive 
coverage on recent developments, key issues and future trends 
taking place in China’s benzene industry. As an essential read for 
key market players, the study also provides an integrated view 
of supply and demand for the year ahead, consisting of all of the 
following:

• A complete review of China’s benzene market in 2016
• Analysis of current and a one-year forecast of supply/

demand
• Expert analysis of price trends, drivers and margins
• Commentary on the long-term impact of China’s

benzene markets on international players
• Insights into the driving factors for 2017 – feedstock,

import/export and so much more

Enquire about the China Benzene Annual Study

Discover how ICIS can meet your Asia benzene intelligence needs
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