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Benzene market watching external 
factors amid no firm regional trend 
There were numerous factors that the market was keen to 
discuss at the European Petrochemical Association (EPCA) 
meeting in Budapest, Hungary this year. Players started 
to gauge how 2017 might shape up: pricing, demand, 
imports, production economics as well as the impact of 
crude oil prices and the wider economic landscape.

The European benzene market saw a €30/tonne decrease 
for the October 2016 monthly settlement just ahead of 
the EPCA event. This followed a September of skittish 
sentiment and a gradual easing of spot prices.

Players in Europe were looking towards the US and the 
potential transatlantic arbitrage window towards the end 
of August and into September. Spot prices in the US were 
bullish due to some regional production problems and 
fewer Asian imports.

Combined with cheaper freight rates from Europe across 
the Atlantic, and the disappearance of  the usual arbitrage 
opportunities on pyrolysis gasoline (pygas) and caustic 
soda, there was the potential to move benzene into the US.

However, supply in the US was already beginning to show 
signs of improvement by mid-month, and spot numbers in 
the region subsequently moved lower ahead of October. 
Europe was described as balanced on benzene in 
September, with prices moving with developments on 
crude oil futures. While there have been some recent 
upstream production outages, feedstock availability for 
benzene remains healthy.

A large part of this is due to an overall sluggish September 
among benzene derivatives following the seasonal dip in 
activity over the summer holidays. Many in the market had 
been braced for a strong upturn this month and into the 
fourth quarter, but this has yet to materialise.

Some sources felt the drop in consumption and activity 
usually seen in August was less pronounced this year. This 
meant that any subsequent upturn was also muted.

Phenol demand in September was categorised as steady, 
but many in the market felt it has been quieter than 
anticipated. Moreover, market activity is expected to slow 
further as the fourth quarter unfolds.

However, it has been the key downstream styrene market 
that proved to be the most bearish in September 2016. 
European prices have been under constant downward 
pressure due to ample availability in the region.

Several players felt styrene demand has been reasonable 
in September but the downward pressure on the market 
was coming from supply. European production has been 
running well, adding some length to the market. 

The restart of the 550,000 tonne/year ELLBA Moerdijk 
styrene unit since the start of the year has also helped 
rebalance the region. With prices in the Asian market 
still losing ground in September, many European styrene 
players do not expect to see any fundamental change to 
the current dynamic of the market.

European styrene spot numbers have started to edge up 
slightly this month following a brief drop below $900/tonne, 
with the lower prices attracting some buying interest in the 
market.

Players at the EPCA event said they expect to see 
European benzene spot prices to stay rangebound at 
current levels for the rest of 2016. 

Spot numbers dropped below $700/tonne in August 2016 
and have remained below this level ever since.

Derivative demand is steady, and is expected to drop 
later in Q4 in line with traditional seasonal consumption 
patterns. Margins for benzene production remain healthy, 
which will support output in Europe.

MARKET OUTLOOK



© Copyright 2016 Reed Business Information Ltd. ICIS is a member of RBI, part of RELX Group plc.
ICIS accepts no liability for commercial decisions based on the content of this report.

EUROPEAN BENZENE MARKET AT EPCA 2016 – HOW WILL 2017 LOOK? 

Page 2 of 3

The global trade flow – Europe pulls 
more benzene imports in 2016, trend 
expected to continue next year.
With the US benzene market initially struggling during the 
first part of the year with oversupply and weak pricing, the 
European market was largely able to remain the highest-
priced region throughout the first six months of 2016.

Import volumes from Saudi Arabia more than doubled in 
the first half of 2016 compared to the same period in 2015. 
With the country positioning itself as a key global exporter 
of aromatics, this growth is expected to continue in 2017.

Other major importers into the EU such as Turkey and 
Israel saw a small drop in the first half of 2016 compared  
to the previous year, possibly due to lower extraction  
rates – although they remain crucial in balancing the 
European market.

More benzene capacity coming on line in the Middle East 
and India next year should see a continued rise in imports 
into Europe to help rebalance the structural shortness in 
the region due to the impact of crackers running lighter 
feedstocks.

However, in the case of the Middle East, there is a sense 
that a lot of the benzene capacity will be used internally for 

aromatics production. This may limit any further growth of 
benzene exports to Europe, but the impact on the wider 
global aromatics balance could also fundamentally change 
patterns of benzene demand and consumption in Europe.

Much of the focus among benzene players at EPCA 2016 
was on the potential impact of more benzene exports out 
of India in 2017 with the ramping up of paraxylene (PX) 
capacities and more refinery output.

Approximately 400,000 tonnes/year of additional benzene 
capacity is expected to be fully running by early 2017 as a 
co-product of PX production in India.

Where exports from India or the Middle East would 
eventually head to will still depend on how global pricing 
shapes up in 2017. The key importing regions for benzene 
remain Europe, the US and China.

US spot prices are currently higher than those in Europe, 
but some players are wary that the market could see a 
build-up in length that will push prices down by next year.  
The global benzene market could see Europe emerge as 
the destination for exports again by Q1 2017.

However, this may not see any real improvement to spot 
liquidity in Europe. Players on the sidelines of the EPCA 
event said the anticipated influx of imports from India and 
the Middle East will see more benzene moving into Europe 
on a contractual basis.

Europe will still be competing on pricing with the US 
benzene market to attract export material from other 
regions, but consumers will be more likely to take fixed 
volumes on a structural basis.

Derivative consumption is likely to remain steady overall 
next year. Cyclohexane (CX) and nylon are mature markets 
in Europe, while key downstream sectors like phenol and 
styrene are unlikely to see any significant annual growth.

More information on European benzene import/export 
dynamics in 2016 is available here:  
http://www.icis.com/contact/benzene-mid-year-trade-flow-
review-infographic/

Upstream supply dynamics – where 
is the new normal and how long will 
it last?
European crackers are currently running at good rates due 
to strong operating margins. The expected cooler weather 
in October and the fourth quarter of 2016 is also likely to 
support upstream production output for benzene.

However, the previous seasonal impact of crackers running 
heavier feedstocks towards the end of the year as natural 
gas liquids (NGLs) become more expensive will be less 
pronounced. This could counteract any build-up of length.

http://www.icis.com/contact/benzene-mid-year-trade-flow-review-infographic/
http://www.icis.com/contact/benzene-mid-year-trade-flow-review-infographic/
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The current benzene-naphtha spread is holding around the 
$300/tonne level, which appears to be the overall average 
for the European market looking back at 2016 so far.

Benzene spot numbers pushed above $700/tonne in 
March 2016, for the first time since August 2015, as 
prompt supply tightened and players scrambled for 
material to cover positions. 

The warmer weather in Europe during July 2016 also saw 
regional supply tighten and spot numbers gain ground. In 
both instances, the benzene/naphtha spread approached 
$400/tonne. 

The spread narrowed to around the $200/tonne mark in 
early June 2016 as European benzene saw a build-up in 
length due to derivative outages in the styrene and phenol 
markets combined with a steady flow of imports into 
Europe and firming naphtha costs at the time.

From a historical perspective, a gap of $300/tonne 
between the two products in Europe is healthy. However, 
the graph below shows the past ten years has been a 

period of extreme volatility as the benzene market adapts 
to shifting global dynamics.

From 2012-2014, the European benzene market saw a 
period of sustained bullishness – albeit one of considerable 
volatility as well – with the impact of the shift towards shale 
oil production in the US being felt globally. 

With availability tightening and consumers unwilling to hold 
inventories due to wider economic uncertainty, benzene 
pushed higher and the spread over naphtha widened to hit 
new heights above $700/tonne at several points.

The slump in oil pricing from late 2014 onwards has 
narrowed the spread considerably, with 2015 initially 
showing a return to the historical norms of $150-250/tonne 
before an upturn in gasoline consumption supported by 
lower oil costs limited aromatics extraction in the US.

Whether the European benzene/naphtha spread maintains  
stability around the current level into next year will depend 
on any effect that the anticipated growth of imports into 
the region will have. 
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