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MARKET INSIGHT
POLYOLEFINS MARKET UNDER PRESSURE

European polyolefin markets had a good year last year, but the first half of 2018 has been more 
mixed, with HDPE performing well but PP lacklustre

Following a positive 2017, a more pessimistic tone has 
been set for polyolefins in Europe in the first half of 2018 
by a less than brilliant demand trend and volatile feedstock 
costs. 

Last year polyethylene (PE) and polypropylene (PP) 
consumption in Europe grew by 2.6% and 3.3% 
respectively, with higher than average growth in central 
and eastern European markets (6.5% and 7.6%) and 
reasonable growth in the mature markets of western 
Europe (2.0% and 2.5%). 

Polyolefins demand in the first half of 2018 grew at a slower 
pace than previously expected. Some market players 
described it as disappointing. Weak market conditions 
persisted more or less until summer, when purchases 
started to improve on a seasonal basis, especially for 
applications linked to packaging, but conditions were still 
weaker than expected. 

Some products and grades performed better than others, 
such as high-density PE (HDPE) pipe grades which have 
demonstrated a prolonged positive performance since 2017 
and through the first half of 2018. This is linked in particular 
to public infrastructure projects. 

HDPE demand should continue growing, especially for pipe 
grades, as the infrastructure sector in Europe is expected 
to remain healthy throughout the rest of this year and next. 
Large investments in China for gas transportation have also 
produced additional demand, and despite a deceleration in 
HDPE imports in June, China can continue to offer some 
opportunities to international sellers. 

Total HDPE demand in Europe is expected to grow faster 
in 2018-2019 than in 2017, at annual growth rates of 2.1-
2.2%. On the other hand, metallocene linear low-density 
PE (MLLDPE) grades have appeared long in Europe since 
mid-2017. Prices remained noticeably weak in early 2018, 
with larger volumes offered from abroad and spot prices 
slashed in an attempt to penetrate traditional markets. 

Nonetheless, demand for metallocene grades is expected 
to grow faster than for conventional grades in the future, 
when supply will increase significantly and converters may 
be inclined to make investment decisions. Investments 
are likely to be aimed at replacing or adapting processing 
machinery for the use of these newer and higher quality 
grades in response to the changing market dynamics. 

Overall, linear low-density PE (LLDPE) demand is expected 
to increase by around 3%/year in Europe this year and 
next, well above the 2.0%/year average for total PE. This 
means that, while metallocenes can take some shares of 
traditional types, linear grades in general are expected to 
penetrate further into low-density PE (LDPE) markets. 

LDPE is the most mature type of PE product, not only in 
Europe but globally. According to the ICIS analytics team, 
LDPE demand in Europe will grow by only 1%/year or less 
in 2019 and over the next few years. 

In contrast, PP remains a very popular material in Europe 
thanks to its high versatility, compatibility with most 
processing techniques, and wide scope of applications. Yet 
PP demand in Europe has been lacklustre during the first 
half of this year, even showing a 2% drop year on year in 
the first quarter. 
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This reflects a worsening of general economic trends in 
part of central and northern Europe, especially in sectors 
such as residential construction. However, a recovery 
is anticipated in H2 2018 and regional PP consumption 
growth is forecast at 2.5-3.0%/year over the next two to 
three years. 

SUPPLY ECONOMICS AND INVESTMENTS 
Crude oil prices started to escalate in April, mainly on 
the back of geopolitical factors. Initially, the surge was 
linked to the situation in Syria and discussions on possible 
US military actions. Then it was the turn of renewed US 
sanctions against Iran, and next the escalation of trade 
duties between the US and China. 

Subsequently, Brent crude peaked in May at above $80/bbl, 
with clear implications for the cost structure for the majority 
of European crackers, which are based on naphtha. 

According to ICIS, in the first half of 2018 integrated 
(naphtha-based) margins for HDPE producers in Europe 
were 35% lower than in H1 2017, while those for LDPE 
were 31% lower and those for PP were 27% lower. 

For most of this year, the European PE market has been 
characterised by abundant supply, which has affected 
pricing, with rare exceptions such as the HDPE pipe 
grades mentioned above. PP has been definitely tighter in 
comparison, but balancing well against dull demand in H1 
2018. 

Investments in Europe have been scarce in the past 
few years. Recent upgrades to PE assets include the 
adaptation in 2016 of Repsol’s 160,000 tonne/year HDPE 
plant at Tarragona, Spain, to also produce MLLDPE 
grades; the launch of a new 220,000 tonne/year LDPE 
plant by Slovnaft Petrochemical in the Slovak Republic, 
which substituted older lines at the site in April 2017; and 
the expansion of Unipetrol’s PP plant at Litvinov, Czech 
Republic, to 345,000 tonnes/year. 

Not much is planned in Europe in the next couple of years, 
except for the scheduled start-up of a 270,000 tonne/year 
HDPE unit by Unipetrol at Litvinov, which ICIS expects to 
be on stream by 2019. 

To find out more visit: www.icis.com/priceforecast
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How price forecast reports can help you
n  Understand the market
Use ICIS price forecast reports to understand where the market is 
heading and identify the risks and the opportunities for your business. 
What are the major demand developments for your product?

n  Safeguard commercial decisions
Use market information to make better-informed business decisions 
relating to supply and demand. Learn about changes in market 
capacities. What factors will affect supply for you?

n  Budgeting and planning
Whether you are planning how much you will be spending in the short 
term or medium term, use the price forecast reports to help assess 
future prices for your product. How will the price of your product 
fluctuate over the next 12 months?

ICIS price forecast reports provide a clear view of prices and supply and demand trends for the next 12 months. Packed with 
vital information, the report includes everything you need to assess where the market is heading and the impact or opportunity 
that presents for your business.

ICIS price forecast reports
Supply, demand and price trends at a glance

https://www.icis.com/chemicals/channel-info-about/price-forecast-reports/?cmpid=ILC|CHEM|CHCOM-2018-09-GLOBAL-pre_EPCA_wp&sfid=7012X000001WH1l
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As to PP, capacity has been unchanged in Europe in 
the last few years and nothing is expected until the next 
decade. Expectations of solid demand growth combined 
with possible tightness in the global business in coming 
years are pushing several players to consider new 
investments, including in Europe. 

The majority of any new PP investments will likely rely 
on propane dehydrogenation (PDH) units, including the 
400,000 tonne/year plant that Grupa Azoty will launch 
around 2022-2023 at Police, Poland. 

Borealis is carrying out a feasibility study to expand 
its PP capacities in Belgium through debottlenecking, 
following its planned PDH project at Kallo. Earlier this year, 
LyondellBasell reported that it was considering possible PP 
investments in Europe, with around 500,000 tonnes/year of 
potential new capacity. 

If these or additional projects are confirmed in the region, 
which is expected to happen, they will help curb the PP net-
deficit into Europe, which is projected to more than double 
this year to more than 300,000 tonnes, and again in the 
next couple of years to 700,000 tonnes by 2020. Until new 
capacity comes on stream – that is, in the early 2020s or 
later – balanced-to-tight market conditions may become the 
norm in Europe. 

DISRUPTIVE POTENTIAL OF PE IMPORTS 
While the forecast looks favourable to PP suppliers into 
Europe, their PE counterparts are far less relaxed. In 2017, 
2.6m tonnes/year of new PE capacity came on stream in 
the US. 

The most recent were ExxonMobil’s 650,000 tonne/year 
LLDPE/MLLDPE plant in Mont Belvieu, Texas, which 
started operations in October 2017, and the INEOS/
Sasol joint venture Gemini HDPE plant in La Porte, Texas, 
which started in November with a capacity of 470,000 
tonnes/year. A further 1.9m tonnes/year of PE capacity is 
scheduled to start commercial operations during 2018. 

Discussions around a possible wave of PE coming to 
Europe have intensified since early 2018. Nonetheless, 
only a few volumes were seen in H1 2018 from the new US 
plants, and speculation rose around a possible timing for 
massive volumes to start reaching the region. 

Competition for exports of PE in Europe does not come 
only from the US but also from new plants in other regions. 
For example, new capacities have been started up in 
India, by ONGC Petroadditions Ltd (OPaL) and Reliance 
Industries Ltd (RIL) in Q4 2017. 

In the Middle East, PE sales from Sadara Chemical were 
significant in 2017 and are expected to grow further 
during 2018-2019, with more aggressive targeting of 
Asian markets, but also of African and European markets, 
especially central-eastern European destinations. 

ICIS consultants enable 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.

GLOBAL CONSULTING 
EXPERTISE

Find out more 
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One thing to consider is that in 2018, for the whole PE 
family, LLDPE is the polymer showing the highest capacity 
increase, with more than 1.4m tonnes/year of new capacity 
coming on line during the year globally. Noticeably, more 
than 75% of the new US capacity scheduled to come on 
stream this year is dedicated to LLDPE. 

The strength of the impact of US competition into Europe 
will also depend on the evolution of US-China tensions 
around trade duties. Should a trade war exacerbate, it 
could end up affecting the future Chinese PE intakes from 
the US. Which means that US producers would have to 
export additional volumes to alternative markets, including 
Europe. 

European PE prices have not been very attractive in the 
first half of the year, and this has contributed to a limiting 
of imports. But from 2019 the situation could change. In 
particular, LLDPE supplies could become so abundant that 
US sellers offer strong discounts to place their volumes. 

RECYCLING AND ENVIRONMENT 
Plastics recycling issues are influencing the future 
configuration  of demand and strategic choices in the 
industry, with Europe at the forefront. Polymers are coming 
under pressure as the industry moves towards a circular 
economy. 

Under a new Europe-wide strategy on plastics, all plastic 
packaging on the EU market will be recyclable by 2030, 
with consumption of single-use plastics reduced and the 
intentional use of microplastics restricted. 

Europe is not the only major region where a big change 
in attitudes is underway. It is clear that consumers in 
emerging economies have similar priorities to those in the 
West. Indonesia, for example, recently had to use its army 
to unblock rivers in its third city, Bandung, as they had 
become filled with plastic waste. 

Fabrizio Galiè is the global lead of Polymers Insight and 
Lorenzo Meazza is an analyst in the ICIS Consulting 

and Analytics business. They co-author the PE Europe 
price forecast report and Fabrizio writes the PP Europe 

price forecast report. 
www.icis.com/priceforecast
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Last but not least: China. The country is engaged in a “war 
on pollution”, which is seen by president Xi Jinping as 
one of his “three tough battles” to secure China’s goal of 
“becoming a moderately prosperous society” by 2020. 

China’s decision to restrict waste plastic imports from 
overseas could have a dramatic impact on western 
economies, including Europe, as China traditionally soaked 
up the majority of end-of-life consumer polymer-made 
plastic products from these countries.  
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