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Saudi Arabia’s Sadara Chemical Company started up its 
polyether polyols unit in July this year, marking its entry into 
what is considered an already oversupplied market.

According to a source close to the company, Sadara’s 
400,000 tonne/year plant in Jubail came on stream in mid-
July. The source also added that the company’s 390,000 
tonne/year propylene oxide (PO) unit started up at the end 
of June.

Q3 PRICES REMAIN FIRM
However, prices have not taken a downward turn since 
these units started up. Spot import prices of 10.0-13.5% 
polymer polyols (POP) and conventional grade polyols in 
the Middle East have been on an uptrend since the start 
of August.

Spot import prices have risen for three straight weeks, 
reflecting deals and discussions for northeast (NE) Asia-

origin cargoes. 

In the week ended 17 August, prices hit their highest since 
April. In mid-April, spot prices of POP peaked at $1,775/
tonne CFR Middle East. These were the highest levels 
seen in POP spot prices since ICIS began tracking them.

Meanwhile, spot import prices for conventional grade 
polyether polyols also peaked at $1,725/tonne CFR 
Middle East. 

Prices eased after that before another subsequent rebound 
in August, with that seen just after Sadara announced the 
start of polyols production.

OVERSUPPLY VERSUS SLOWING GROWTH
This is despite the expectation that consumption growth for 
the polyols market has already been slowing over the last 
few years.

10-13.5% POP VS CONVENTIONAL POLYOLS CFR MIDDLE EAST PRICE CHART

1,000

1,100

1,200

1,300

1,400

1,500

1,600

1,700

1,800

1,900

2,000

SOURCE: ICIS

$/tonne

Polyols Polyether Conventional CFR Middle East Assessment Drummed Spot 4-6 Weeks Full Market Range (Mid) 

Polymer Grade 10.0-13.5% Polymer CFR Middle East Assessment Drummed Spot 0-6 Weeks Full Market Range (Mid) 

01-Sep
2016

06-Oct
2016

03-Nov
2016

01-Dec
2016

05-Jan
2017

02-Feb
2017

02-Mar
2017

06-Apr
2017

04-May
2017

01-Jun
2017

06-Jul
2017

03-Aug
2017



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.

106

73

178

540

124

335

2,826

98458

53

273

256

2,356

63

246

1,724

55

88

146

43

353

40

82

176

Polyols Consumption Growth (2012-2020)

Year of Date
2012
2016
2020

In Asia and the Middle East in particular, growth is expected 
to slow further in the coming years even as supply expands.

Total global production capacity for polyether polyols in 
general is expected to reach 11.7m tonnes/year in 2017, 
while consumption is only expected to reach 7.76m tonnes/
year, according to the ICIS Supply and Demand Database.

FREIGHT RATE COST PRESSURES
Polyols suppliers have said their profit margins are facing 
increasing cost pressures due to a significant rise in the 
costs of ocean freight over the last few months.

“Shipping costs from Asia to the Middle East have more 
than doubled since the start of this year,” said one Middle 
East market source in July.

Other suppliers said higher shipping costs had also been 
worsened by the ongoing diplomatic dispute between 
Qatar and the other countries in the Gulf Cooperation 
Council (GCC).

Saudi Arabia, Egypt, Bahrain and the United Arab Emirates 
(UAE) severed diplomatic ties with Qatar in June, and 
subsequently suspended air, sea travel to and from Qatar, 
with Saudi Arabia also closing its land border with Qatar.

In the immediate aftermath of the cut in ties, ports across 

Saudi Arabia, Bahrain and the United Arab Emirates (UAE) 
were closed to ships from Qatar and some shippers also 
decided to avoid calling at Qatari ports.

However, not all sources were convinced on the 
significance of the diplomatic crisis on the rise in costs. 

“There’s cheaper material out there,” said another market 
source in Asia.

SUPPLY AND DEMAND OUTLOOK 
Demand has been slow since the Muslim fasting month of 
Ramadan in May.  Downstream production rates were also 
reduced because of shorter hours of operation during this 
period, and as a result, affected demand.

Since the end of Ramadan, there has been a modest 
increase in demand, with some northeast Asian producers 
heard able to close deals at the upper end of recent 
ranges, around $1,650-1,700/tonne CFR Middle East, 
according to market sources.

European sources also said that polyols volumes produced 
at the Sadara complex would be exported to the Middle 
East and Africa regions.

Middle East industry sources agreed but as yet, there has 
been limited information about any Sadara material being 

POLYOLS CONSUMPTION GROWTH
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sold in any Middle Eastern markets.

Going forward, a source close to Sadara told ICIS recently, 
the company is hoping to actively offer their isocyanates 
and polyols to the Middle East market before the year-
end but held out the possibility that there could be delays. 
Sadara is expected to either sell directly to end-users or 
use Dow’s existing distribution network, aiming to supply 
the entire Middle East region, including most of the GCC, 
East Med area and Iran, the source added.

Over the next few years, imports to the Middle East of 
polyols from Europe and NE Asia are expected to be 
reduced by half. Meanwhile more than 50% of Middle East 
exports of polyols are expected to head to Africa.

Polyols are often reacted with isocyanates to make 
polyurethanes, which are used to make mattresses, foam 
insulation for appliances (refrigerators and freezers), 
home and automotive seats, elastomeric shoe soles, 
fibres and adhesives.

Additional reporting by Pavle Popovic and Matthew Chong
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