
Market insight by Zachary Moore

Examining 
major 
factors 
driving the US 
benzene market



Copyright 2017 Reed Business Information Ltd. ICIS is a member of RBI and is part of RELX Group plc. ICIS accepts no liability for commercial decisions based on this content.

By Zachary Moore   SepteMBer 2017

US BenZene Market
Examining major factors driving thE Us bEnzEnE markEt

The US benzene market is projected to grow at a modest 
pace over the next few years and generally has much of the 
characteristics of a mature market. 

Methyl di-p phenylene isocyanate (MDI), a key building block 
for polyurethanes (PUs), shows the most promising growth 
potential of major benzene derivatives, although MDI at 
present only accounts for a bit under 10% of US benzene 
consumption. Around half of US benzene is used to make 
styrene, for which growth prospects are limited, while another 
quarter of US benzene production is used in the phenol/
acetone chain, an industry where US producers are battling 
with Asian competitors for market share.

The shale boom in the US has resulted in a dramatic shift in 
US benzene production. Many US crackers now use ethane 
derived from shale oil and gas, rather than full range naphtha, 
to produce ethylene. This lightening of the cracker feedslate 
has resulted in a dramatic drop-off in benzene co-product 
production from US crackers.

With cracker co-production falling, more US benzene has 
been sourced from refineries, which currently produce just 
under 60% of US benzene, and from on-purpose benzene 
production units, which convert toluene to a mixture of 
benzene and xylenes. 

Refineries and on-purpose units have not grown fast enough 
to fully replace lost co-product production, leaving the US 
benzene market structurally short and dependent on imports. 
In 2016, the US produced just under 75% of  

its benzene requirements, down around 85% from five years 
earlier.

Shifts in arbitrage relationships between regions are thus 
a key factor in the US benzene market. In 2015 and 2016, 
the US had sourced almost half of its benzene imports from 
South Korea and Japan – although thus far in 2017 this 
percentage has dropped to around 25% as arbitrage windows 
from Asia have narrowed and are less frequent. Imports from 
the Middle East and Latin America have stepped in to fill the 
void, with Venezuela and Brazil accounting for around 40% of 
US benzene imports in the first half of 2017, according to the 
US International Trade Commission (ITC). 

The economics of on-purpose benzene production are 
another key factor gauging benzene supply and the outlook 
for the benzene market. Toluene disproportionation (TDP) 
and selective toluene disproportionation (STDP) units convert 
toluene to a mixture of benzene and xylenes, with STDP units 
creating a stream of mixed xylenes (MX) far richer in key 
xylene isomer paraxylene (PX) than streams of MX produced 
in refineries.

The economics of TDP and STDP units are driven by the 
spread between spot prices for toluene and benzene, with 
most US operators looking for spreads of at least 25-30 
cents/gal to justify the economics of running on-purpose 
benzene units. TDP and STDP economics are also impacted 
by demand for MX and PX. The US had formerly been a 
large net supplier of MX and PX to Asia, although the US role 
as an exporter of these chemicals has lessened as Asia has 
substantially built out its own refining capacity in recent years.

ARBITRAGES BETWEEN REGIONS
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Of the major benzene derivatives, fluctuations in the styrene 
market are most likely to result in shifts in benzene pricing. 
The US remains a large net exporter of styrene, with Mexico, 
China, South Korea and Brazil among the largest recipients 
of US styrene exports.

The US exported more than 2m tonnes of styrene in both 
2015 and 2016, after styrene export totals were a little under 
2m tonnes in 2013 and 2014. Styrene exports are on pace 
for a weaker year thus far in 2017, although this may be due 
to prolonged first quarter outages at a number of US styrene 
plants rather a diminished appetite for US product.

Also looming on the horizon for US styrene exporters is the 
possibility that China may impose anti-dumping duties on US 
styrene imports. While it is too soon to gauge the impact of 
the proposed measures, anti-dumping duties on US styrene 
exports to China could disrupt existing trade patterns, with 
the possibility that China may absorb more imports from other 
Northeast Asian countries while US suppliers may need to 
find alternative outlets for their excess production.

As mentioned earlier, the benzene derivative with the 
strongest medium term growth potential is MDI, which is also 
the only primary benzene derivative where the US is looking 
to add capacity over the next several years.

US MDI producer Huntsman is looking to expand the capacity 
of its Geismar, Louisiana plant by 500,000 tonnes/year to 
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900,000 tonnes/year by 2018, while BASF is planning to 
double the capacity of its MDI plant in Geismar from 300,000 
tonnes/year to 600,000 tonnes/year. Chinese MDI producer 
Wanhua Chemical has also announced plans to build a new 
$1.1bn MDI plant in Louisiana.
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