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A CHALLENGING TIME  
FOR EUROPE’S CHEMS

MARKET OUTLOOK

WITH BOTH styrene and benzene 
imports needed in Europe, dealing 
with the volatility caused by these 
demands and the lack of liquidity in 
the market is a challenge for many.

The start of 2016 saw 
European benzene prices move 
into the highest price position, fol-
lowing a number of years as the 
mid-point, during which incremen-
tal supply went to the US. Recent 
capacity reduction in Europe, as 
well as decreased liquidity in trans-
atlantic trade has seen this posi-
tion change, if not quite reverse. 

Although contract prices have 
typically settled around $40-50/
tonne higher in Europe than the US 
(therefore allowing some imports), 
there has not been much in the 
way of arbitrage trade. This has 
been due to the almost continuous 
backwardation in the market – 
caused by the covering of short-
term needs on the spot market 
rather than holding inventory, and 
the pressure on the front end of 
the market due to the CIF (cost, 
insurance, freight) delivery terms. 

The situation has switched in 
September, following months of 
lower imports into the US and sup-
ply issues. This may see material 
leave Europe, but whether this is a 

short-term blip or a return to the 
previous situation remains to be 
seen as we move towards 2017. 
However, consumers will need to 
continue to find ways to deal with 
the lack of liquidity.

For the styrene industry, a con-
tinued challenge is the competi-
tiveness of the older production 
units in the region. European sty-
rene units are among the oldest 
globally, and are also at a feed-
stock and energy disadvantage to 
the US – a situation that is not ex-

pected to change any time soon. 
Europe has been a long-term sty-
rene importer, but it also exports 
material. New competitive capacity 
in Asia or the Middle East could 
limit export opportunities.

Important in this matter is pro-
pylene oxide (PO) demand – al-
most 40% of styrene capacity in 
Europe is a co-product from pro-
pylene oxide. The start-up of more 
propylene oxide and derivative  
polyol capacity in the Middle East 
could upset the balance in Europe. 

Some years ago there were con-
cerns in the benzene market that 
new, worldscale paraxylene (PX) 
plants would unbalance the ben-
zene market with the glut of co-
produced benzene from these 
large units, and their integrated 
new condensate splitter and re-
former capacity.

However, the following events 
curbed significant oversupply:
■ Crude oil increased to over 
$100/bbl, so crackers increasingly 
switched to lighter, lower-cost feed-
stocks, which reduced pygas out-
put and hence benzene availability
■ Rationalisation of older capacity, 
much of it linked to cracker  
closures
■ Continued growth in downstream
derivative demand, especially 
China 
■ There have also been project 
cancellations, delays and produc-
tion issues

However, the restart of some 
units (for example, Jurong, 
Singapore) and the prospective 
and planned start-up of other 
units, either delayed or new para-
xylene units and naphtha crackers, 
could well see the situation chang-
ing again, especially if global de-
mand growth falters. ■

ROB PEACOCK ICIS CONSULTING

EUROPE BENZENE AND STYRENE – THE COMPETITION CHALLENGE

A challenging time 
for Europe’s chems

A s Europe continues its hesitant 
economic recovery, petrochemical 
markets in 2017 will face an uphill 
battle on several fronts. We asked 

ICIS price forecast consultants to give their 
views on the main challenges to look out for 

in polyolefins, benzene, styrene and polysty-
rene (PS) markets in Europe next year.

Rob Peacock is the author of the ICIS Ben-
zene and Styrene Europe price forecast re-
port; Rhian O’Connor writes the PS Europe 
price forecast report; and Fabrizio Galie 

writes the PP and PE Europe price forecast 
reports. They will be attending the EPCA 
meeting in Budapest.  
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Uncertainty over crude oil prices, market volatility and large-scale increases in global 
supply are just some of the key factors that market participants must watch next year 

FABRIZIO GALIÉ, ROB PEACOCK, RHIAN O’CONNOR ICIS CONSULTING
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THE THREE key challenges facing 
the European polyolefin market in 
2017 are competition, volatility 
and the overall business environ-
ment –  that is, the global econo-
my, finance and geopolitical 
events. 

The biggest challenges to the 
European market will come from an 
international context, rather than 
the local market itself. 

The recovery in the eurozone has 
consolidated during 2016, after a 
couple of years of oscillating 
trends, although general economic 
conditions still remain uncertain.  

Analysis by the ICIS Consulting & 
Analytics team shows a forecast 
growth rate of 1.5-2.0% for polyeth-
ylene (PE) and 3.0-3.5% for polypro-
pylene (PP) in Europe next year. The 
forecast is even higher in the cen-
tral and eastern European area, 
with PE set to grow by over 3% and 
PP by over 5%. 

The first major threat to the 
market comes from the supply 
side, as global capacity expan-
sions are set to increase competi-
tion, especially in the PE market. 
Low-cost producers are bringing on 
line massive new capacities in 
North America, the Middle East 
and China, which could lead to sit-
uations of oversupply, depending 
on the actual timing of the pro-
jects’ start-ups. 

In North America, almost 3.5m 
tonnes/year of new PE capacity is 
expected to be on line before the 
end of next year. 

This will include the recently 
started Braskem-Idesa plant in 
Mexico, with a target capacity of 
1.05m tonnes/year, plus state-of-
the-art units run by Chevron 
Phillips Chemical, INEOS and 
Sasol, Dow Chemicals and 
ExxonMobil in the US and by Nova 
Chemicals in Canada – all sched-
uled to start-up during 2017.

In the Middle East, the massive 
Sadara complex – a joint venture 
between Saudi Aramco and Dow 
Chemical – will complete the pro-
gressive start-up of 350,000 
tonnes/year of low density PE 
(LDPE) and 750,000 tonnes/year 
of linear low density PE (LLDPE)/

high density PE (HDPE) in late 2016 
or early 2017.

In China, a total of 1.4m tonnes/
year of new PE capacity is set to 
come on stream during 2016, and 
1m tonnes/year in 2017.

On top of all these, during 2016-
2017, projects are planned in 
southeast Asia, the commonwealth 
of independent states (CIS) area, 
Iran, and Egypt, where the new 
400,000 tonnes/year swing 
HDPE/LLDPE capacity run by 
ETHYDCO (Egyptian Ethylene and 
Derivatives Company) intends to 

target Europe via various distribu-
tors in its major export destina-
tions. 

The ramp-up of these units will 
certainly be gradual, and depend on 
several factors including the devel-
opment of effective logistics. We 
expect the full impact will not be 
seen in Europe before late 2017 or 
even after.

The increase in PP capacity is 
far less impressive, at least in 
the short-term, but recent over-
supply in the US and China will 
have implications from late 

2016 and China’s endeavour to 
increase self-sufficiency should 
force exporters, especially from 
the Middle East, to re-allocate 
volumes to alternative destina-
tions, including Europe.

The second pressure point for 
Europe will be price volatility, which 
will probably be even more intense 
than what was seen in 2015 and 
so far in 2016. 

Fluctuations in the crude oil price 
render polyolefin buyers cautious 
because of the risk of sudden PE 
and PP price swings. 

We expect European producers’ 
margins to remain substantial next 
year, although probably seeing 
some reduction due to increased 
competition or in the case of a rela-
tive recovery of crude and naphtha. 
Even if big hikes are excluded in 
our short-term base case, you cer-
tainly need to consider multiple 
scenarios, and unexpected in-
creases in petrochemical values 
can undermine both producers’ 
margin stability and the commer-
cial capability of processors.

The global oversupply in crude 
production looks likely to prevent a 
significant increase in the costs of 
raw materials. However, short-term 
shocks may occur. It will be interest-
ing to see what will happen in 
November 2016 after the US presi-
dential elections, and when OPEC 
meets in Vienna at the end of the 
same month.

Finally, some factors are harder 
to predict, including those coming 
from international finance, politics, 
Brexit, or even military and other 
events. 

An important issue for Europe 
will certainly be the evolution of the 
Turkish market, if the business ac-
tivity in the country is affected by 
political and economic instability.

The big challenge in Europe will 
be to react promptly to these 
events. Producers and buyers need 
to be in a position to respond 
quickly to any strong modifications 
of the competitive environment. A 
key for success in the short-term 
will be a cautious and intelligent 
approach to inventory manage-
ment at all levels. ■

FABRIZIO GALIÉ ICIS CONSULTING

EUROPE POLYOLEFINS – SUPPLY SHOCK CHALLENGE
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EUROPEAN POLYSTYRENE (PS) pro-
ducers have experienced record 
margins in 2016: their challenge for 
2017 will be maintaining this level 
of profitability with the triple threats 
of competition from other lower-
priced polymers,  Asian oversupply 
and the emergence of the Egyptian 
and Middle East industry.

There has been a wide-scale con-
solidation of the industry, as busi-
nesses merged or exited the 
market. Capacity across Europe fell 
by almost 1m tonnes/year from 
2000 to 2015. This rationalisation 
was partly due to lower consump-
tion, as well as producers’ desire to 
improve profitability. 

In addition, there has been a 
small pick-up in demand in 2016. 

A major factor was a slowing of 
the substitution to other low-cost 
polymers like polypropylene (PP). 
Many see this lower substitution as 
the result of technical rather than 
pricing reasons. To put it simply, any-
one who could swap has already 
done so. For many applications PS 

RHIAN O’CONNOR ICIS CONSULTING

EUROPE POLYSTYRENE - THE PROFIT CHALLENGE

SOURCE:  ICIS margin reports
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believe Asian imports into Europe 
will be largely flat, as European pro-
ducers maintain market share.

Similarly we see little short-term 
impact from new or reopening capac-
ity in Egypt and the Middle East. 
E-styrenics reopened its 200,000 
tonne/year plant in Egypt in 2016 
when supplies of feedstock into the 
country improved. However, convert-
ers in Europe are said to be wary of 
buying, with the future seen as un-
certain both politically and economi-
cally. Similarly, new capacity in Iran is 
due on stream in 2016 as Takht-e 
Jamshid Petrochemical opens its 
50,000 tonne/year plant. We see 
delays to full production and exports 
and believe this plant will have lim-
ited impact in Europe into 2017.

So with little change to the posi-
tive fundamentals for European PS 
producers in 2017, we believe the 
industry will continue to be chal-
lenging for buyers who are price-
takers in a highly consolidated 
market. Their challenge will be to 
pass this premium pricing on to 
end-consumers. ■

is the only real alternative. One con-
verter gives the example of snapable 
yoghurt pots, which cannot currently 
be produced with PP.

For 2017 we see little change to 
this trend and believe PS will con-
tinue to be the only viable option for 
many applications. 

Oversupply in Asia has so far had 
limited impact on European pricing. 

The overwhelming driver of this is 
reliability, with buyers and traders all 
talking of quality and timing issues of 
product from South Korea and other 
origins. In many applications, PS is 
tested and certified by end-users in 
consumer, food, automotive and 
electronics industries. 

Changing suppliers is often costly 
and time-consuming. For 2017, we 
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WHITEPAPER

WITH BOTH styrene and benzene imports needed in Europe, dealing with the volatility caused by these demands and the lack of liquidity in the market is a challenge for many.The start of 2016 saw European benzene prices move into the highest price position, fol-lowing a number of years as the mid-point, during which incremen-tal supply went to the US. Recent capacity reduction in Europe, as well as decreased liquidity in trans-atlantic trade has seen this posi-tion change, if not quite reverse. Although contract prices have typically settled around $40-50/tonne higher in Europe than the US (therefore allowing some imports), there has not been much in the way of arbitrage trade. This has been due to the almost continuous backwardation in the market – caused by the covering of short-term needs on the spot market rather than holding inventory, and the pressure on the front end of the market due to the CIF (cost, insurance, freight) delivery terms. The situation has switched in September, following months of lower imports into the US and sup-ply issues. This may see material leave Europe, but whether this is a 

short-term blip or a return to the previous situation remains to be seen as we move towards 2017. However, consumers will need to continue to find ways to deal with the lack of liquidity.
For the styrene industry, a con-tinued challenge is the competi-tiveness of the older production units in the region. European sty-rene units are among the oldest globally, and are also at a feed-stock and energy disadvantage to the US – a situation that is not ex-

pected to change any time soon. Europe has been a long-term sty-rene importer, but it also exports material. New competitive capacity in Asia or the Middle East could limit export opportunities.
Important in this matter is pro-pylene oxide (PO) demand – al-most 40% of styrene capacity in Europe is a co-product from pro-pylene oxide. The start-up of more propylene oxide and derivative  polyol capacity in the Middle East could upset the balance in Europe. 

Some years ago there were con-cerns in the benzene market that new, worldscale paraxylene (PX) plants would unbalance the ben-zene market with the glut of co-produced benzene from these large units, and their integrated new condensate splitter and re-former capacity.
However, the following events curbed significant oversupply:■ Crude oil increased to over $100/bbl, so crackers increasingly switched to lighter, lower-cost feed-stocks, which reduced pygas out-put and hence benzene availability■ Rationalisation of older capacity, much of it linked to cracker  closures

■ Continued growth in downstreamderivative demand, especially China 
■ There have also been project cancellations, delays and produc-tion issues

However, the restart of some units (for example, Jurong, Singapore) and the prospective and planned start-up of other units, either delayed or new para-xylene units and naphtha crackers, could well see the situation chang-ing again, especially if global de-mand growth falters. ■
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Uncertainty over crude oil prices, market volatility and large-scale increases in global 
supply are just some of the key factors that market participants must watch next year 

A challenging time for Europe’s chems

A s Europe continues its hesitant economic recovery, petrochemical markets in 2017 will face an uphill battle on several fronts. We asked ICIS price forecast consultants to give their views on the main challenges to look out for 

in polyolefins, benzene, styrene and polysty-rene (PS) markets in Europe next year.Rob Peacock is the author of the ICIS Ben-zene and Styrene Europe price forecast re-port; Rhian O’Connor writes the PS Europe price forecast report; and Fabrizio Galie 

writes the PP and PE Europe price forecast reports. They will be attending the EPCA meeting in Budapest.  
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ICIS PRICE FORECAST REPORTS

ICIS Consulting produces 
price forecast reports for PP, 
PE, benzene and styrene, 
covering the US, Europe and 
Asia, as well as a Europe 
PS re-port. A subscription 
includes access to an 
ICIS Dashboard, where 
price forecasts and price 
histories can be charted 
and downloaded. Monthly 
price forecast windows for 
ethylene and propylene 
have also been launched 
on the ICIS Dashboard. 

To enquire about price forecast reports, please visit  
icis.com/priceforecast or contact csc@icis.com.

ICIS NEWS

ICIS news brings you all of  
the following:

•  Real-time news, round the 
clock

•  Reporting on the latest 
price movements and 
market trends.

•  Analysis articles - from 
experts assessing key 
trends and offering a 
deeper market insight

•  Plant and project news 
- including capacity, 
outputs and shutdowns.

•  A searchable archive of over 900,000 articles from the 
past 10 years.

•  Plus customisable options allowing you to view only 
the content you want to see.

ICIS PRICE REPORTS

For a clear insight into regional commodity markets,  
you need in-depth price reports direct from those regions. 
That’s why ICIS maintains a network of locally-based 
reporters, providing not just price assessments but market 
commentary and analysis.

View all available price reports download a free sample at 
icis.com/about/price-reports

ICIS CONSULTING

ICIS Consulting enables 
businesses to address specific, 
long term challenges through 
providing robust proprietary 
data, on-the-ground expertise, 
and strategic insight across 
global petrochemical, energy 
and fertilizers industries.

 From research and due 
diligence, to investment 
analysis and portfolio 
optimization, our team of 
experienced consultants 
will work alongside your 
business to identify challenges, mitigate risks, 
and help you meet your growth objectives.

http://www.icis.com/chemicals/channel-info-about/price-forecast-reports/?cmpid=ILC|CHIPT|EuropeChemsChallengingTimesWP_26092016&sfid=701w00000018uzy
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