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BY PETER GERRARD  JANUARY 2019

ACIDS
ACETIC ACID 

EUROPE ACETIC ACID PRICES LIKELY TO BE FIRM IN 2019 ON MARKET BALANCE 

Declining European acetic acid prices are expected to 
continue their downward trend into the first quarter of 2019 
due an acute shortage of material, but players expect a 
recovery in the second half of the year.

Acetic acid buyers in Europe, however, think that the 
process of re-balancing in the market has not been 
adequately reflected by lower prices up to the end of 2018, 
and there appears to be some acceptance on the part of 
at least some sellers that further softening will occur in the 
opening months of 2019.

The extent to which this may happen is still far from clear, as 
quarterly contracts had not begun to be seriously discussed 
at the time of writing, and the sell-side seems committed to a 
“managed” reduction, if one is to be conceded.

One theme that should return to the market to a more 
marked degree than was apparent in 2018 is the 
prevalence of feedstock as a guiding criterion in market 
valuation.

Usually, the quarterly contract price for methanol is a point 
of departure for acetic acid negotiations.

However, pricing conspicuously decoupled from this 
reference in a highly untypical period in which supply and 
demand were markedly out of kilter.

This imbalance has now largely dissipated and the 
movement in methanol costs will probably resume much 
of its customary importance, if not primacy, as a driver of 
acetic acid prices.

Request a demo

Find out moreRequest a trial
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An apparent downtrend in methanol numbers also features 
as an additional factor indicating lower acetic acid values in 
the first three months of 2019.

Even after further reduction in price, it is viewed as unlikely 
that the slow process of correction will carry on until prices 
have returned to somewhere around the levels last seen 
before the series of unplanned outages prior to Hurricane 
Harvey late in the summer of 2017.

While a fully balanced market, independent of the methanol 
input, might imply a return to a status quo ante, this does 
not seem to be on the cards because the underlying longer-
term market balance is now considered to have shifted.

Demand has been gradually growing, and players are 
aware that no new capacity has come on-stream, or is 
scheduled to do so.

With just one world-scale plant located in Europe, the 
continent remains largely reliant on supplies from outside 
the region and the market will, as before, have to compete 
with others around the world for a finite volume of supply.

Therefore, even if consumption rises on a trajectory that 
only mirrors that of background economic growth, enough 
time has elapsed since any meaningful alteration in 
capacity available for European consumers to ensure that 
the era of a “balanced-to-long” market is now over for the 
foreseeable future.

This is expected to be reflected in rather higher firmer 

EUROPE ACETIC ACID PRICES IN 2018
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Source: ICIS, ICE Europe

Acetic Acid FD NWE Assessment Truck Spot 2-6 Weeks Full 
Market Range (Mid)

Acetic Acid FD NWE Contract Price Assessment Contract Month 
Contract Survey (Mid)

Acetic Acid FD NWE Contract Price Assessment Contract Quarter 
Contract Survey (Mid) 

prices as 2019 progresses than was appropriate before 
2018.

Acetic acid is largely used to manufacture vinyl acetate 
monomer (VAM), which is used in the production of water-
based paints, adhesives, paper coatings, films, textile 
finishes and chewing gum.
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BY KATHERINE SALE  JANUARY 2019

ACIDS
ACRYLYTE ESTERS/ ACRYLIC ACID 

EUROPE ACRYLATE ESTERS, AA OUTLOOK CLOUDED BY PROPYLENE CONCERNS  

European acrylate ester and acrylic acid (AA) players are 
focused on the upstream propylene market for 2019.

Currently, margins are poor and there are concerns 
over propylene supply during the planned heavy cracker 
shutdown schedule in the spring.

Continued increases in propylene prices, which is the key 
feedstock for acrylate esters and AA production, have 
compressed margins.

The triple-digit drop in the December propylene contract 
shocked acrylate players further, with many struggling with 
the continued volatility this has brought to the market.

December contracts are being agreed at a double-digit 
decrease, with buyers unable to achieve the full propylene 
pass-through.

“It is difficult to get the full pass through for prices, we did 
not get the full pass through when prices were increasing, 
so we will not see the full decrease now,” said one acrylate 
buyer.

This highlights the compression of margins this year, with 
it widely accepted that the market is not attractive for 
investment at current pricing levels.

The main concern is over the impact on sustained upward 
pressure from propylene, with propylene expected to 
remain in a balanced-to-tight position longer term.

While some are concerned over the spring cracker stoppages, 
others are confident that the contractual agreements that are 
in place will cover the market during that time.

“I am less concerned about propylene than I was two months 
ago, there was a lot of buzz on propylene tightness at one 
stage,” said one producer, with renewed confidence for some 
players given the recent lengthening in upstream supply.

“Acrylate producers are paying good prices for propylene 
compared to polypropylene (PP) sellers. I am not afraid, I 
was but now [I’m] more relaxed,” the seller added.

Reliability of ageing European assets and logistical 
constraints have dominated acrylate discussions for the 
second part of the 2018.

Water levels on the river Rhine became the hot topic of 2018, 
with many players questioning when levels would improve.

The rain dances in Germany paid off in December though, 
with a sharp increase in water levels and a flurry of force 
majeures lifted for BASF at Ludwigshafen.

BUTYL-A V PROPYLENE SPREAD RIVER RHINE WATER LEVELS

Source: ICIS
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The force majeure for BASF at Ludwigshafen, Germany 
remains in place for 2-ethylhexyl acrylate (2-EHA), with the 
declaration on butyl-acrylate (butyl-A) and ethyl-acrylate 
(ethyl-A) lifted on 1 December.

There remain concerns over the logistical chaos in Europe 
from lower water levels on the Rhine for 2019, which would 
be even more detrimental during a high demand period.

Out of all of the esters, 2-EHA seems the most vulnerable to 
supply constraints, given the level of consumption for this ester, 
and also the smaller amount of producers compared to butyl-A.

“The tightness on 2-EHA is masked by the year-end factor, but 
there will be a distinct difference in January… it only takes one 
site to fall down to take it to short,” said one producer.

This was evident in 2018, with 2-EHA being the only ester that 

availability became an issue for during the recent BASF force 
majeure, and spot prices hitting a five-year high.

Supply will remain a key topic going forward for the acrylates 
market, which is lacking in further investment, as the ageing 
European assets are stressed further by continued growth.

Overall growth is expected at 4%, with levels in the super-
absorbent polymer (SAP) market continuing to shine, with an 
8% increase expected globally in that sector. AA is used as a 
raw material to make SAP for the manufacture of disposable 
nappies, surgical pads and other personal care items.

Acrylate esters are used to make paints, coatings, textiles, 
adhesives, polishes and plastics; and they include methyl 
acrylate (MA), ethyl acrylate (EA), butyl-a and 2-eha.

Growth is also expected from the coatings sector at around 
1-2%, despite the pessimism across Europe amid wide 
spread economic uncertainty.

“We are often impacted by short term sentiments like 
Trump and China, but I believe consumer demand is still 
strong,” said one trader.

“I still believe that people are ‘over-egging’ the pessimistic 
view. We are still seeing people who are having normal 
activity and are expecting good activity in 2019 when 
questioned more deeply,” said a separate European seller.

While demand growth is something players are confident 
about for 2019, concerns over upstream cost pressure, 
and supply issues continue to shroud the market with 
uncertainty at the start of the new year.

Spring is set to be a challenging time, with the first test to 
the European infrastructure and supply levels expected 
during this high demand period.
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2-Ethyl Hexyl Acrylate FD NWE Assessment Spot 2-4 Weeks Full 
Market Range (Mid) 

Source: ICIS

Critical market data, tools & expertise
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an ever-changing market, making complex 
analytics simple for you to: 
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•  Shape future strategies and expand 
your opportunities

•  Maintain a competitive advantage 
and negotiate better prices with other 
market players 
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Petrochemicals Analytics Solutions
Transformative analytical tools designed to navigate and 
optimise opportunities in a demand-led, price-sensitive 
global market-place so you can optimise your trades, 
plans and strategies.

Live Disruptions 
Tracker: Supply
Plant outages and 
maintenance for the next 12 
months, plus the impact of 
capacity changes

l  Pre-empt competition and 
capitalise on trades impacted 
by outages 

l  Be aware of market shortages, 
with a real-time view to 
manage risk and ensure 
security of stock 

l  Negotiate better prices with 
other market players 

Supply & Demand 
Outlooks
Quarterly global supply 
& demand review and 
outlooks for key value 
chains and regions

l  Support your short-term 
strategy with upstream and 
downstream market sentiment 
and expectations for the 
current level, at a regional 
level

l  Save critical time and 
expand opportunities in 
international trade 

Price Drivers 
Analytics
Cross-commodity and 
cross-regional analysis of 
import/export parity, 
substitution trends, 
feedstock downstream 
spreads and cash margins

l  Gain new context and 
negotiating tools in addition 
to ICIS price assessments 

l  Reduce the time spent making 
manual calculations and spend 
more time on strategy and 
acting on market opportunities 

ICIS is the only information provider to offer this unique combination of analytics tools 

360◦ view of the market

New and Coming Soon Analytics Solutions for the Petrochemicals Markets

Live Disruptions 
Tracker: Impact
Real-time visualisation 
that connects downstream 
shutdowns to show consumption 
capacity loss globally

Margin Analytics

Actionable variable cost  
margins by feedstock/process 
type and location, with analyst 
insight 

Price Optimisation 
Analytics
Dynamic map of global import/
export opportunities enriched 
with a view of logistics costs to 
calculate net price differences 
between regions

Complex analytics made simple Real-time information

Find out more and request a demo of the analytics solutions 

https://www.icis.com/explore/enquiry-petrochemicals-analytics-tools/?channel=chemicals&commodity=chemical&cmpid=ILC|CHEM|CHCOM-2019-01-US-americasoutlooksmagazine2018_analyticssolutions&sfid=7012X000001WQfy
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BY CLARE PENNINGTON  JANUARY 2019

ALCOHOLS  
ETHANOL   

EUROPE TRADITIONAL ETHANOL: LOCAL SUPPLY LOWER AMID GLOBAL GLUT      

European beverage 96% and industrial 99% ethanol 
grades prices will be under pressure in 2019 on the back of 
a mixed regional and global supply picture.

Some producers said that supply in Europe could 
be shorter in the first quarter of 2019, year on year, 
but other regions are posting slightly higher average 
production volumes, meaning imports will have a decided 
impact on supply.

Early contracts for the first quarter of 2019 had closed 
with some price rises for beverage 96% ethanol by late 
December, and one source said that about a third of 
contracts rose in most countries for beverage ethanol.

Some of these were also annual contracts.

There were also rollovers for both 96% beverage and 99% 
industrial ethanol, and even discounts for 99% industrial 
ethanol, as some players sought to win back lost market 
share after a competitive year for industry players.

But while competition to supply buyers was a feature of 
2018, sources have mixed views on what supply could be 
like in 2019.

Mixed fuel and traditional producers adjusted their budget 
in December 2018 to focus on fuel ethanol production, 
given higher prices for that product during the month.

This, combined with a poor European sugar beet harvest, 
could mean tighter supply for beverage and industrial 
ethanol in the first half of 2019.

At the same time, a global ethanol and sugar glut is likely to 
bring imports into Europe over the coming months.

Depending on the ultimate supply balance, these imports 
could limit upward price pressure from any domestic 
production shortages.

But whether imports will stifle prices rises is yet to be seen.

Producers using both expensive feedstocks like wheat or 
currently lower-priced products like sugar have both been 
struggling to meet margins, sources have said.

According to some, prices could rise in the first half 
of 2019, depending on supply volumes and their own 
margins.

If the Asian market attracts more ethanol in the first quarter 
from Latin America and Asia, while domestic production 
volumes fall, some sources said a shortage could hit the 
market by the second quarter, potentially impeding some 
players to access volumes in the time needed.

Import volumes are booked from Latin America and Pakistan 
for first-quarter landings, but what the full balance of volumes 
available on the market will be remains to be seen.

A delayed ship carrying central American material to 
Europe in November/December saw buyers who had 
booked volumes from the tanker replace their needs with 
domestic product with relative ease, said a source.
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Ethanol Anhydrous Ex-Works Sao Paulo Assessment Domestic 4 Weeks Full …

Ethanol Anhydrous, Min 99.5% Purity CFR Asia SE Assessment Spot 2nd Mon…

Ethanol Fuel Grade, Anhydrous 99.3% - 99.9% FOB Rotterdam Assessment G…

Ethanol Fuel: Anhydrous FOB Chicago Assessment Spot 14 Days Full Market …

Ethanol Hydrous, Min 95% Purity CFR Asia NE Assessment Spot 3rd Month Fu…

Ethanol Hydrous, Min 95% Purity FOB Asia SE Assessment Spot 3rd Month Fu…

Jan-2018 Jan-2019

Ethanol Anhydrous Ex-Works Sao Paulo Assessment Domestic 4 
Weeks Full Market Range (Mid)

Ethanol Anhydrous, Min 99.5% Purity CFR Asia SE Assessment 
Spot 2nd Month Full Market Range (Mid)

Ethanol Fuel Grade, Anhydrous 99.3% - 99.9% FOB Rotterdam Assess-
ment German RED certified T2 Spot 2-4 Weeks Full Market Range (Mid)

Ethanol Fuel: Anhydrous FOB Chicago Assessment Spot 14 Days 
Full Market Range (Mid)

Ethanol Hydrous, Min 95% Purity CFR Asia NE Assessment Spot 
3rd Month Full Market Range (Mid)

Ethanol Hydrous, Min 95% Purity FOB Asia SE Assessment Spot 
3rd Month Full Market Range (Mid)

Source: ICIS
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LOGISTICS AND BREXIT
Free delivery prices will also have to absorb potential 
freight rate increases for truck and rail during 2019.

One source suggested these rates could increase 
between €0.50-1 in 2019, depending on delivery distances 
within Europe.

Some annual and quarterly contracts for the UK beverage 
market will also lock buyers into deals that base prices on 
euro values directly.

Producers are keen to close contracts at increases where 
possible, but envisage higher currency risks in the context 
of Brexit for buyers if such clauses are included.

UK players are also likely to continue stockpiling beverage 
ethanol in the UK within logistical limits, as well as storing higher 
levels of finished UK alcoholic beverage products in Germany, 
France and other key markets and distribution countries.

COMPETITION
Meanwhile, some players with lower production over 2018, 
or those selling at higher prices, are possibly looking to 
widen market share in 2019, and could lower prices as part 
of a competitive strategy.

The result could be a mix of price movements for 
individuals, with overall market prices pressures staying 
fairly stable or moving up slightly given some price 
increases and rollovers have been confirmed.

Some price increases were also posted in the fourth quarter 
of 2018, but not enough volumes could be confirmed on the 
market from buyers to include these in the range.

If these prices move down and market volumes increase, 
this is unlikely to be below the range.

FUEL ETHANOL, FEEDSTOCKS
As mentioned earlier, producers using both expensive 
feedstocks like wheat or currently lower-priced products like 
sugar have both been struggling to meet margins.

December fuel ethanol prices were also unprofitable to 
produce traditional ethanol from.

By the end of December, contracts to buy fuel ethanol on 
cheaper September and October prices had expired.

Most units were still running on stored or previously 
contracted volumes, however. 

If these unites are to continue  production at current 
industrial 99% prices and higher fuel ethanol prices they 
will seek off-specification imports and may face production 
issues in 2019, according to sources.

UK fuel ethanol plant Ensus, which relies on wheat and 
corn feedstocks, temporarily stopped production by the end 
of November and has yet to announce a re-start.

Parent company CropEnergies, which has other trade 
and production assets, said in December its outlook for 
2018 had improved based on firmer fuel ethanol prices in 
Europe.

Its decision on when to re-open Ensus could have some 
impact on the fuel and consequently traditional ethanol 
supply outlooks.

Critical market data, tools & expertise

Request a demo
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•  Spot opportunities, minimise risk and 
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•  Shape future strategies and expand 
your opportunities
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and negotiate better prices with other 
market players 
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✓ Live Disruptions Tracker: Supply
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ALCOHOLS  
FUEL ETHANOL   

EUROPE FUEL ETHANOL: UNCERTAINTY STILL A FEATURE FOR 2019      

BY CLARE PENNINGTON  JANUARY 2019

European fuel ethanol markets will continue to face 
vicissitudes and uncertainty in 2019 in the wake of a global 
ethanol glut and the removal of the EU’s sugar quota in 
2017/2018.

Import volumes and duties, as well as upcoming mandates, 
will also be key forces in the market.

SUGAR
Sugar prices reached a 20-month high in December 
2018 after tumbling to record lows earlier in the year, 
and producers are worried about the effects of removing 
the EU’s sugar quota on ethanol production will have on 
volumes and prices.

The main concern for producers is that Europe’s capacity 
for ethanol production has increased as a result, making 
fuel markets more sensitive to sugar prices and sugar 
players’ ethanol production volumes.

This has the potential to continue weighing on ethanol 
prices when the wider market sources from a range of 
feedstocks, including corn, ethylene and wheat.

But as the ethanol 20-month price highs in mid-December 
2018 also showed, sugar could simply enable more price 
volatility and the market will remain sensitive to supply 
shortages as well as length.

IMPORTS
European ethanol buyers and sellers are likely to continue 
watching import markets closely.

US fuel ethanol prices are likely to continue capping prices 
in Europe as China’s tariffs on fuel ethanol provide more 
incentives for US producers to up export volumes to other 
destinations.

There are mixed expectations for import levels from the US, as 
well as Latin American countries such as Paraguay and Peru.

Paraguay is due to lose its Europe tax-favourable 
Generalised Scheme of Preferences (GPS) status in 
2019, but ongoing Mercosur talks with the EU on a trade 
deal have raised the possibility of some concessions to 
Paraguay exports, should a deal be reached.

A round of talks between Mercosur and the EU to reach 
a free trade agreement (FTA) ended in December 2018 
without conclusion, however.

The European Commission – the EU’s executive body – is 
continuing its investigation of US fuel ethanol antidumping 
duties (ADDs).

The EU had imposed ADDs of 9.5% on US product in 2013, 
which was then challenged by several US fuel ethanol 
producers in court.

While a recourse through the courts was put off in October 
2018, an investigation into the expiry of the duties could 
end any time before the end of May 2019.

Should ADDs on US ethanol change or be reduced, this 
could have a profound impact on how much European 
ethanol prices can increase, as well as volumes available in 
the market.

Shipments from Peru and the US are expected into Europe 
in January.

Chinese demand and its tariffs on US ethanol helped to divert 
demand from Europe for Latin American material in 2018.

However, as some shipments destined to Asia were 
diverted to Europe late in 2018, it is clear that Europe 
remains an attractive market for exporters in a global 
market with growing production capacities.

MANDATES
EU increased mandates for biofuels are likely to increase 
demand for ethanol in 2019.

Some market participants expect European production 
capacity outstripping expected demand, which could prove 
a growing challenge to players in a long market.

The UK’s two fuel ethanol production plants run by Vivergo 
and Ensus both cited low prices and a challenging ethanol 
market when they stopped production in 2018.

Ensus is likely to come back online in 2019 should 
conditions improve, by which time the UK’s future role 
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in fuel markets and on fuel ethanol in Europe should be 
clearer as the outcome of the UK’s decision to leave the EU 
becomes less hazy.

According to the US Department of Agriculture (USDA) 
Global Agricultural Information Network, some European 
mandate changes in the offing for 2019 would be:

■  Bulgaria will increase its bioethanol mandate from 7% to 
8% in 2019.

■  Croatia will inch up its bioethanol mandate from 0.97% to 
0.98% in 2019.

■  Finland will increase its overall biofuel mandate from 15% 
to 18% in 2019.

■  Ireland will step up its overall biofuel mandate from under 
9% to over 11% in 2019.

■  Italy will increase its overall biofuel mandate by energy 
content from 7% to 8% in 2019, as well as mandating 
that 0.2% of double-counted biofuels and 0.6% of single-
counted biofuels be made up of advanced biofuels.

■  The Netherlands will increase its overall biofuels mandate 
from 8.5% to 12.5%.

■  Poland’s overall mandate will increase from 7.5% to 8% 
in 2019.

■  Portugal’s biofuel mandate will increase from 9% in 2018 
to 10% in 2019,
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Ethanol Anhydrous Ex-Works Sao Paulo Assessment Domestic 4 
Weeks Full Market Range (Mid)

Ethanol Anhydrous, Min 99.5% Purity CFR Asia SE Assessment 
Spot 2nd Month Full Market Range (Mid)

Ethanol Fuel Grade, Anhydrous 99.3% - 99.9% FOB Rotterdam Assess-
ment German RED certified T2 Spot 2-4 Weeks Full Market Range (Mid)

Ethanol Fuel: Anhydrous FOB Chicago Assessment Spot 14 Days 
Full Market Range (Mid)

Ethanol Hydrous, Min 95% Purity CFR Asia NE Assessment Spot 
3rd Month Full Market Range (Mid)

Ethanol Hydrous, Min 95% Purity FOB Asia SE Assessment Spot 
3rd Month Full Market Range (Mid)

Source: ICIS

■  In Romania, the percentage of bioethanol in gasoline will 
nearly double from 4.5% in 2018 to 8% in 2019.

■  In Spain the overall mandate will grow from 6% to 7% 
in 2019.

Mandate rules are subject to change, and how EU-wide 
mandates are implemented is decided by each member state.
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EUROPE METHANOL EYES ERA OF MEGA PLANTS AND ECONOMIC SHOCKS       

BY VICKY ELLIS  JANUARY 2019

“Unpredictable” may continue to be the watchword for 
Europe’s methanol market in 2019, caught in the middle of 
global trade wars, a changing supply landscape as mega 
plants open their doors and the infancy of new financial 
instruments.

That is on top of economic jitters and short-term supply 
shocks that appeared out of nowhere in the middle of the 
road at the end of 2018.

All of which spells a bracing ride for players large and small.

LONG OR SHORT?
2018 was the year that surprised Europe, as a result of 
tight supply of methanol and the resulting strong prices, 
after a bearish trend had become fairly entrenched.

The tsunami of material some had expected from new 
Iranian, US and Russian material was delayed.

The US’ bulldozer approach on international affairs created 
pressure on both Iran’s expected methanol exports at new 
plants thanks to stronger sanctions and on China and its 
economic performance.

This helped contribute to consistently strong pricing. The 
fourth quarter of 2018 saw the second-highest quarterly 
European price in a decade. Other factors were at play but 
these were the headline grabbers.

Extra supply is on the horizon at home and abroad: in 
Trinidad, the US and at BioMCN’s mothballed Netherlands 

plant, which was due to come online in late 2018 but for 
which the market expects a slight delay.

Once upon a time, plants like those in Europe with just 
under 500,0000 tonnes/year were considered large.

Fast forward past the next way-point on the growth journey 
to around 1m tonnes/year, to the megaplants of today: 
around 1.5-1.7m tonne/year units.

And now, in the era of megaplants, an even bigger beast is 
almost upon us: Iran’s Kaveh Methanol, due in the second 
quarter of 2019 would have a capacity of 2.4m tonnes/year, 
according to ICIS data.

Could the length that loomed over contract discussions in 
late 2017, but never materialised, finally sink home?

Perhaps, perhaps not. Timing is everything in this market. 
And new supply is expected to be met by growing 
methanol-to-olefins (MTO) demand.

GEOPOLITICAL RISKS, CHINA’S GUIDING LIGHT
Clues for the concerns of 2019 lie in the risks methodically 
laid out by Russia’s Metafrax in its 2017 annual report - 
given that many of the same issues still bubble away. At the 
time, the nation’s largest methanol maker lasered in on the 
“re-escalation” of geopolitical risks.

SHORT-TERM METHANOL PROJECT START UPS 

Company, location
Capacity 

('000 tonnes/year)*
 Start-up

BioMCN, Netherlands 456
Year-end 2018 

(delayed)

Kaveh Methanol, Iran 2,400 Q2 2019

Caribbean Gas 
Chemical Ltd (CGCL), 
Trinidad

1,000  Jun-19

US Methanol, W Vir-
ginia, US
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It listed economic sanctions, the performance of global 
markets and economies, instability of world prices for oil 
and gas - all of which remain key factors for 2019.

Economic wobbles may also feed into the equation: 
construction output declined in the eurozone and the EU in 
October, the latest figures available.

The eurozone’s private sector output growth slipped to a 
four-year low in December.

NEW FINANCIAL TOOLS
Another feature that may grow in prominence - at least for 
parts of the industry who are more active in trading - is the 
financialisation of markets.

European futures launched on the clearing house CME’s 
NYMEX exchange in March 2018. At time of writing, 61,000 
tonnes had traded on the futures which settles against the 
ICIS European spot price.

It is part of a desire for some players in the market to see 
greater liquidity and opportunities to manage their risk, 
such as in the methanol-consuming biodiesel market used 
to the highly traded energy markets.

On the other hand, it is clear sizeable methanol users, such 
as slower moving formaldehyde or chemical buyers, are not 
yet so geared up for futures.

Whether they will be, or if futures are adopted by a smaller 
segment of the market, is another question mark.

FIRE, CRUDE OIL FALL COMPLICATE PICTURE
Beyond the seasonal, predictable and not so predictable, 
there was the totally unpredictable: a fire struck at Europe’s 
largest methanol plant, Equinor’s 900,000 tonne/year 
Tjeldbergodden site on the northeast coast of Norway, at 
the end of 2018.

The blaze broke out in a substation on 19 December 2018 
at the site of the company formerly known as Statoil. It 
was unclear how long it would be closed for investigation 
and repairs.

This could change the short-term outlook for Europe’s 
market, and there has been a suggestion that a significantly 
lower contract price in the first quarter of 2019 teamed with 
supported natural gas prices could be too low for other 
European production such as in BioMCN’s Dutch plant to 
break even.
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In this event, two sizeable European plants would be taken 
out of this net-import reliant market, which would likely have 
a corresponding effect on spot values, depending on how 
much the global market can plug the gap.

An unexpected shutdown at SABIC’s Saudi methanol plant 
in late 2017 - which lasted several months - helped tighten 
Europe’s market and support prices.

On the other hand, market players see prices as less 
directly hit by single plants.

“We [saw] ten years ago the change from a few large, 
huge plants to where, if a plant in Chile [such as major 
producer Methanex’s] had a hiccup, immediately the price 
was switching. Today nothing changes if one of the major 
production plants is having a major shutdown,” said one 
European trading source.

“When the size of methanol plants changed 15 years 
ago, the markets changed as well. With the new hedging 
[futures] scenario I think it will change as well but I don’t 
know how. I’m sitting and watching,” the trader added.

The Norwegian fire comes at a time when the market 
crashed on crude oil prices.

Europe is led by Asian values which were pressured down 
by crude, as Chinese MTO require lower methanol prices to 
compete with naphtha-based olefins.

“The market is really bad,” a Middle Eastern supplier 
remarked in late December 2018 as spot prices had fallen 

to around €280/tonne, while contract prices for 2019’s 
first quarter had settled down significantly from the fourth 
quarter of 2018.

Despite that concern, sellers will have been hoping for a 
rebound, with the supplier pointing to two new MTO plants 
due online in China.

“They’ll suck methanol from the market,” said one seller.

Since China is such a guiding light for European prices, any 
flickering is paid attention to, and that’s why the trade war 
with the US will be watched closely.

So too, will the US sanctions on Iran.

This has already driven a wedge in the two-tier Chinese 
methanol import market between Iranian material - forced down 
in price as it has few places to go - and the rest of the world.

Despite big uncertainties, some things are unlikely to 
change – not least holiday times.

China’s Lunar New Year usually brings a slowdown in 
consumption and a corresponding softening of global prices 
in late January to early February.

What happens around those holiday festivities in the year 
to come – thanks to fire, economic jitters, trade wars and 
all – is less clear.

Additional reporting by Kite Chong and Sam Liang
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EUROPE OXO-ALCOHOLS’ ROLLERCOASTER TO CALM INTO 2019       

BY JANE MASSINGHAM  JANUARY 2019

The European oxo-alcohols market should experience 
calmer waters in 2019 after a heavy turnaround schedule in 
2018 affected all major producers in the region.

Most European oxo-alcohols manufacturers carried out 
their large five-yearly maintenance programmes in 2018, 
lasting six to eight weeks.

Added to this, there were unplanned issues and some force 
majeure declarations.

Looking ahead, sources are expecting a more stable run in 
2019 in terms of supply, but other global uncertainties are 
making it difficult for players to truly predict the year ahead, 
with potential plenty of challenges.

Overall demand is not expected to change much in 2019, 
but the state of some economies is certainly an issue being 
closely monitored.

The European chemicals sector is expected to grow by 
0.5% in 2019, according to trade group Cefic.

Initially, a more balanced supply picture is expected in the 
first quarter.

BASF is expected to return to normal operations after a 
force majeure declaration on nbutanol (NBA) at the end of 
October 2018 which lasted until mid-November.

However, isobutanol (IBA) remained under the declaration 
at the time of writing.

This force majeure declaration followed on from the large 
maintenance turnaround carried out in September/October.

Oxea also had force majeure in place since the end of 
November on NBA and 2-ethyl hexanol (2-EH) due to 
disruption in the synthesis gas production.

While some deliveries had resumed, there were still 
problems with one of the compressors by the end of 2018.

Logistically, the water levels on the Rhine, although 
improved from the lows in November, are expected to take 
a couple of months to get back to a normal situation.

“It is a question of demand,” one supplier said.

Indeed, all sources agreed that the proof of market 
performance will be in first-quarter order levels.

“[Supply-wise] 2019 will not have the maintenance, so it will 
be more stable to soft as the super maintenance is all over 
for a while,” a seller said.

However, there will be a big squeeze on feedstock 
supply at points in 2019, with a heavy cracker 
maintenance schedule in some of the peak demand 
period of May to June, and then again September and 
October.

Preparations for this have been underway for quite some 
time, so customers feel there should be little reason for it to 
adversely affect the supply of oxo-alcohols.

“We are as prepared as we can be with the supply chain 
issues,” one source said.

Nevertheless, a few noted that it would not take much of a 
hiccup during this time to disrupt the supply of feedstock.

With softening propylene contract prices, there were lower 
formula-related prices for oxos in December 2018.

However, freely-negotiated spot numbers held steady for 
the most part.

There was some chipping away at the top end of NBA 
and 2-EH prices due to the quieter demand registered in 
December.

Many consumers had covered all they needed by mid-
month and were ending the year with the traditional low 
stock levels.

Another question mark looking ahead is whether BASF will 
look to invest in 2-ethyl hexanol (2-EH), a topic sources in 
the market have been querying for a few months.

2-EH used to be produced at Ludwigshafen, Germany, but 
the facility was idled some years ago and, since then, a 
swap agreement has reputedly been in place.
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With this agreement coming to an end, and growing 
downstream demand of plasticizer dioctyl terephthalate 
(DOTP), there are expectations that BASF could again 
invest in this area.

An investment from the German chemical major could, in turn, 
result in a shift on nameplate capacity of NBA and IBA.

NBA is a solvent with more than half if its production used 
as an intermediate chemical in the production of butyl 
acrylates for paints, coatings and adhesives, or acetates 
and glycol ethers.

2-EH is used to make plasticizers, mainly dioctyl phthalate 
(DOP), which end markets include industries like 
construction, appliances and automotive.

Request a demo

Find out moreRequest a trial

INDUSTRY NEWS 
Our extensive global network of local experts report breaking 
news stories, covering chemical markets and events influencing 
commodity prices and affecting your daily business decisions. 
Stay fully informed and support your planning with: 

• Real-time, round-the-clock news 
•  Market analysis and the likely impact on your markets 
• Production and force majeure news

SPECIALIST SERVICES 
The global team of ICIS experts brings 
extensive knowledge of the industry 
sectors through specialised training, 
industry conferences and bespoke 
consultancy, enabling you to: 

•  Expand your knowledge to navigate 
complex markets more confidently 

•  Get the latest views and insights into 
current issues from selected experts 

•  Receive tailored advice and guidance to 
address your company’s key challenges

SUPPLY & DEMAND DATABASE 
Receive end-to-end perspectives across the global 
petrochemical supply chain for over 100 petrochemical 
commodities, across 160 countries, with historical and 
projections from 1978 to 2040. The database enables you to: 

•  Put the local or regional scenario in a global context to  
support your planning 

•  Validate commercial and growth strategies 

ICIS offers a unique combination of 
analytics tools, pricing data and market 
information for over 180 commodities, 
across all key regions, designed to help 
you navigate and optimise opportunities in 
an ever-changing market, making complex 
analytics simple for you to: 

•  Spot opportunities, minimise risk and 
pre-empt competition

•  Shape future strategies and expand 
your opportunities

•  Maintain a competitive advantage 
and negotiate better prices with other 
market players 

Analytics tools for the petrochemical 
market include: 

✓ Live Disruptions Tracker: Supply
✓ Live Disruptions Tracker: Impact
✓ Price Drivers Analytics
✓ Price Optimisation Analytics
✓ Margin Analytics
✓ Supply & Demand Outlooks

Critical market data, tools & expertise

Find out more

PRICING AND ANALYTICS SOLUTIONS

700

800

900

1,000

1,100

1,200

1,300

03-Jan-2019                  

11-Jan-2018

EU
R/

to
nn

e

2EH FD NWE Assessment Spot 4 Weeks Full Market Range (Mid) : EUR/tonne

IsoButanol FD NWE Assessment Spot 4 Weeks Full Market Range (Mid) : EUR…

N-Butanol FD NWE Assessment Spot 4 Weeks Full Market Range (Mid) : EUR/…

Propylene FD NWE Contract Reference Price Contract Reference Next Month …

Jan-2018 Jan-2019

2EH FD NWE Assessment Spot 4 Weeks Full Market Range (Mid)

IsoButanol FD NWE Assessment Spot 4 Weeks Full Market 
Range (Mid)

N-Butanol FD NWE Assessment Spot 4 Weeks Full Market 
Range (Mid)

Propylene FD NWE Contract Reference Price Contract Reference 
Next Month Announced Price (Mid)

Source: ICIS

https://www.icis.com/explore/enquiry-petrochemicals-analytics-tools/?channel=chemicals&commodity=oxoalcohols/?cmpid=ILC|CHEM|CHCOM-2019-01-EuropeGlobalOutlooks_pricing&sfid=7012X000001WQaA      
https://www.icis.com/explore/services/analytics/supply-demand-data/?cmpid=ILC|CHEM|CHCOM-2019-01-EuropeGlobalOutlooks_sddatabase&sfid=7012X000001WQaP
https://www.icis.com/explore/contact/request-free-trial-icis-news/?cmpid=ILC|CHEM|CHCOM-2019-01-EuropeGlobalOutlooks_news&sfid=7012X000001WQaK 
https://www.icis.com/explore/services/specialist-services/?cmpid=ILC|CHEM|CHCOM-2019-01-EuropeGlobalOutlooks_specialistservices&sfid=7012X000001WQaF 


Copyright 2019 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.

back to contents ➔

BY HELENA STRATHEARN JANUARY 2019

With demand for benzene and styrene expected to grow in 
line with GDP, the key subject for the aromatics market in 
2019 will be supply due to a series of planned turnarounds 
slated for the spring.

Starting in January and February, two to three styrene 
outages are likely, with at least one expected in the US and 
another in the Middle East.

A few turnarounds in Asia are slated for March.

However, it will be in the spring (March-May) that the 
largest impact on planned maintenances is expected.

Some of the outages will be extensive, with some of them 
requiring two months’ worth of down time.

Approximately three styrene producers are likely to carry 
out their routine maintenances in April and May 2019.

The producers being out all at the same time could 
cumulatively remove a significant volume of styrene 
production from the market as annually these sites produce 
around 1m tonnes of styrene.

Sources have also mentioned potential planned maintenance 
in Europe in the autumn (September-November).

BENZENE
A series of cracker turnarounds mostly taking place in 
the spring are also expected to reduce the total available 
volume of benzene.

However, the market expects the impact of these 
turnarounds to be mitigated to an extent by the reduced 
output of key derivative styrene at that time.

These benzene outages should not have a great impact as 
they are planned, allowing market players to prepare ahead 
for them, but potential delayed restarts could indeed tighten 
supply.

Low water levels on the northwest Europe key transport 
route the River Rhine have complicated logistics in the 
aromatics markets for most of the second half of 2018, 
and are expected to continue to do so at the start of 
2019.

The logistics woes in 2018 were aggravated by a shortage 
of truck drivers, as deliveries moved from the Rhine to 
alternative transport methods.

The styrene market will continue to adapt in 2019 to new 
trade flows after China imposed anti-dumping duties (ADD) 
on US material of between 13.7-55.7%.

The ADD rate has been effective since the middle of 2018, 
and will remain in place for five years.

The duties resulted in imports from the US coming to 
Europe instead, a factor nearly balanced by exports from 
Europe to China.

China is moving towards styrene self-sufficiency, with 
production capacity expected to hit over 13m tonnes/year 
in 2021.

There are some investments in aromatics expected 
in 2019 and beyond, with new supply of benzene, 
toluene and xylene (BTX) coming from new refineries 
and refinery upgrades, as well as additional naphtha 
crackers.

AROMATICS 
BENZENE/STYRENE 

EUROPE AROMATICS MARKET EYES SUPPLY AMID CRACKER, STYRENE 
TURNAROUNDS
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By far the biggest outlet for benzene remains styrene, but 
methyl di-p-phenylene isocyanate (MDI) and cyclohexane 
(CX) are two of the faster growing benzene derivative 
sectors.

With less growth expected, but with a greater share of the 
market than MDI and CX, are cumene and phenol.

Growing demand for PX is driving these new investments 
as purified terephthalic acid (PTA) demand for polyester 
manufacturing continues on a healthy growth trajectory.

However, the likelihood of delays to 2019 benzene 
additions could smooth out the imbalance over the next 
four years.
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Europe’s toluene and mixed xylenes (MX) markets 
approach 2019 – as many other petrochemicals will – in 
thrall to the rollercoaster performance of crude oil and the 
horror show laid on by the Rhine river.

But, besides these dramatic, eye-catching narratives, 
subtler twists of the story for supply and demand still 
prompt questions for Europe.

Prices should continue to take a cue from crude oil in 2019, 
with both toluene and MX “hugely correlated” with energy, 
according to a trading source.

After crude oil’s persistent spiral down to around $55/bbl in 
late December 2018, a wait-and-see attitude emerged in 
toluene and MX distribution markets as ever-falling crude 
and a holiday slowdown gave buyers pause for thought.

On the crude front, it is clear there are no certainties. OPEC’s 
decision to start cutting global supply by 1.2m bbl/day from 
January could help the oil market re-balance in the first half of 
2019, but questions remain about its efficacy later in the year, 
as outlined in the ICIS 2019 Outlook article for crude oil.

Moreover, in the longer term the International Energy 
Agency (IEA) believes the crude oil markets could enter 
a period of renewed uncertainty and volatility, including a 
possible “supply crunch” in the early 2020s.

Its World Energy Outlook 2018, released in November and 
which looks at different future scenarios for the energy 
complex, stated the “risk of a supply crunch looms largest” in 
crude oil.

RHINE IMPROVES
2018 was dogged by weaker demand, first as BASF’s toluene 
di-isocyanate (TDI) plant was down early in the year and later 
hit by chronically low levels on the Rhine, down to around 
40cm at the Kaub measuring point at the most critical time.

The weather could be blamed for a touch of deja vu in 2019.

Operating rates at BASF’s TDI plant could potentially 
continue being a conversation topic for 2019, if there is no 
consistent rain to boost water levels and prevent barges 
carrying toluene to Ludwigshafen.

The Rhine was bound to recover by the end of 2018, after 
surging to 2m in mid-December.

At time of writing, it was forecast to revive to more than 3m at 
the critical Kaub measuring point by 25 December, according 
to Germany’s Federal Institute of Hydrology (BfG).

That would be a nice present to look forward to for all the 
logistics managers given such a headache in the second 
half of 2018.

AROMATICS 
TOLUENE & XYLENES 

EUROPE TOLUENE, MX MARKETS TO STAY UNDER CRUDE’S SPELL IN 2019 

KAUB MEASURING POINT, 121CM ON 21.12.2018

Source: BfG
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The Rhine’s extreme lows have been dismissed by some 
sources as a one-off or an unrepeatable event, though is 
clearly seen as a risk by majors like BASF.

The German powerhouse is exploring alternative shipping 
methods “to make the site more resistant to low water 
events in the long term” after force majeures or halted 
production for products such as TDI in late November and 
methacrylic acid (MAA).

It is not the only firm to consider the strategic risks in future, 
with one distribution player recently noting the benefits of 
contracted volumes versus reliance on the spot.

The distributor praised the suppliers’ commitment to their 
contractual volumes in spite of the pains of the Rhine.

Pressure on the trucks market - for all petrochemicals 
including toluene and MX - has been pronounced in 2018.

Another petrochemicals distributor complained earlier in 
the year that margins for middlemen in the distribution 
market were being squeezed by hefty increases for barge-
delivered material, while customers were reluctant to pay 
too much more.
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Whether there is a knock-on effect on logistical planning, 
or a rethink on pass-through for truck business, is an 
interesting question for the coming year.

SUPPLY, DEMAND EDGE INTO LIMELIGHT
Toluene and MX exports to hungry markets in Asia, 
including India, could be a feature in 2019, trading 
feedback has indicated, which in turn would drive tighter 
availability in Europe.

After the crude oil dive in 2018, which has tugged down 
Eurobob gasoline, premiums for toluene and MX over 
gasoline have been riding high, aided by trader demand to 
try and export from Europe towards Asia.

Opportunities for arbitrage with the US have been on and off in 
the latter stages of 2018 and were often written off as “risky”.

Prospects for 2019 will be watched but described by some 
as best suited to any player with storage either side of the 
Atlantic.

2019 should be a gripping year, whether the crude oil 
volatility and weather-related angst of 2018 carries on, or 
supply and demand takes back hold of the steering wheel.
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BASE OILS 
BASE OILS

EUROPE BASE OILS TRANSITIONAL PERIOD TO ACCELERATE ON CAPACITY, 
REGULATION CHANGES

The European base oils market has been going through a 
period of transition over the past few years, with the market 
gradually shifting towards Group II and Group III base oils, 
while capacity closures have been rife in the Group I market.

This transitional phase looks set to accelerate in 2019 and 
going into 2020 amid significant changes in terms of both 
market capacity and regulations.

GROUP II CAPACITY GROWS
Europe tends to import most of its Group II and Group III 
base oils from the US and from Asia, with a real lack of 
commercial production in the domestic market.

However, this is set to change as ExxonMobil’s Group 
II expansion at its Rotterdam refinery is due to start 
commercial production in the first quarter of 2019. No 
official capacity has been confirmed but market sources 
suggest it will boast a nameplate capacity of 900,000-1m 
tonnes/year.

There are a lot of unknowns about this plant and any 
potential impact it might have on the European market.

Market players say it is unclear what percentage of the 
plant’s production will be used internally and how much will 
be offered in the open market.

In addition, it is not clear whether the Group II offerings 
from ExxonMobil will directly compete with the product 
flowing into Europe from the US.

There has been speculation that a Group II export market 
could open up on the basis of this new capacity, but again, 
it depends on how much of the capacity is actually destined 
for the open market.

Should this new Group II capacity compete directly with 
the imported volumes from the US, both the potential for 
competition and the sizeable new capacity could see Group 
II prices becoming attractive to buyers who would usually 
purchase Group I, and this could further facilitate the switch 
to higher-numbered base stocks.

Switching to a different base oil is not necessarily a 

decision that can be made quickly or actioned by blenders, 
but could boost the shift from Group I to Group II in the 
long term, especially if it works for buyers from a price 
perspective.

ACEA REGULATIONS
Further aiding this movement towards higher-numbered 
base stocks in the market are the ACEA 2016 regulations, 
which came into effect on 1 December this year.

Led by Europe’s automobile association, ACEA 2016 
dictates the quality specifications for lubricants used in 
motor engines, which are a major end use for base oils. 
Industry players say this new specification heavily endorses 
Group II base oils, and a number of European blenders are 
expected to, or have already, anticipated the change and 
shifted towards Group II.

IMO 2020 PROMPT RETHINK
Compounding already uncertain times, new rules from the 
International Maritime Organization (IMO) take effect on 1 
January 2020, and shipowners must cut sulphur emissions 
to 0.5% or less. This will pose challenges for many parts of 
the shipping, fuels and refinery supply chain.
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Challenges for shippers are at least threefold: increased 
costs from using “scrubber” technology to strip high sulphur 
fuels of sulphur content, or buying costly new versions 
of low sulphur fuel. Next, time scales are tough, with a 
looming deadline and operators trialling options up to the 
wire. Finally, there are operational challenges of where to 
load new fuel and find the appropriate new lubricants to 
match.

The future is uncertain: large quantities of low sulphur 
fuel are not yet available; refiners’ offerings are not widely 
known; lubricant approvals from original equipment 
manufacturers (OEMs) are not yet declared, nor has every 
vessel operator announced plans.

Some believe this will mean significant change in the 
market; for others, little or none.

Lubricants are made with base oils. Historically marine 
has been based on Group I, which is still a key feature 
of the European base oils market despite the wave of 
rationalisation that hit around 2015, losing around 1.5m 
tonnes of capacity.

As Group I base oils supply shrinks and Group II becomes 
more prevalent, it is possible that in the long-term future, 
pressure may shift onto the marine sector and Group II 
could grow. However, at least one hurdle to this, beyond 
practicalities, is that OEMs do not allow approvals for a 
lubricant formulation in their engines to be traded across 
from Group I to Group II.

For the short term, ahead of the 2020 deadline, lubricant 
producers and additive companies are developing new 
products; picking a few examples from rival suppliers, there 
is clearly a mantra of “be prepared”.

However, there is still uncertainty and that is why flexibility 
and a number of outcomes are being readied.

Flexibility is a key trend in uncertain times. With shipowners 
like Hapag-Lloyd trialling different technologies, new 
lubricants are emerging. This is a sea change for fuels in 
shipping which could have some immediate, some long-
lasting, consequences for selected lubricant uses. The 
short-term horizon is dotted with new lubricants, news of 
new approvals and new fuels.

https://www.icis.com/explore/enquiry-petrochemicals-analytics-tools/?channel=chemicals&commodity=baseoils/?cmpid=ILC|CHEM|CHCOM-2019-01-EuropeGlobalOutlooks_pricing&sfid=7012X000001WQaA     
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Visit the conference website to find out more and register with promo code WBO19AD10.
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For over two decades, the ICIS World Base Oils 
& Lubricants Conference has been the pinnacle 
conference within the industry’s calendar. 

The 23rd edition will offer a full 5 days of in-depth 
information, including a seminar, two workshops, a 
conference, a breakfast briefing, a Gala Reception and 
two training courses for all levels of experience.

Visit the conference website to see the full agenda 
and new features for 2019.

What to expect in 2019?
 Two base oils training courses 

 A pre-conference seminar day including a morning session on sanctions 
and scenario planning and two workshops about Brexit and China

 A two-day conference around innovative technologies and industry 
disruptors and how they affect the base oils & lubricants market 

 A gala reception exclusively for conference attendees

 A breakfast briefing addressing innovations in marketing to increase 
lubricant sales

18 - 22 February 2019  //  Park Plaza Westminster Bridge  //  London

Innovative technologies and industry disruptors:  
What do they mean for the lubricants business?
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countries
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CHLOR-ALKALIS 
CAUSTIC SODA  

EUROPEAN CAUSTIC SODA MARKETS MAY TAKE DIFFERENT PATHS IN 2019     

The European caustic soda markets face contrasting trends 
in 2019 as the domestic and worldwide situations have 
diverged significantly.

Domestic production and availability from European 
producers may remain at the same level of tightness, or 
even tighten further in early 2019, due to lower utilisation 
rates and production in the market.

Contracts are stable to firm as a result of the balanced or 
slightly tight domestic market in Europe.

Quarterly prices in Europe tend to feel the most limited 
impact via imports, compared to other caustic soda prices 
not settled quarterly.

Import availability is likely to remain healthy through the first 
quarter of 2019, with US prices falling significantly in the 
last weeks of 2018.

The Alunorde alumina refinery in Brazil was at the time of 
writing continuing to operate at below-regular capacity, and 
the Asian market remained long.

There are likely to be headwinds for demand because of 
uncertainty caused by the global trade situation, which has 
created negative consequences for a number of different 
chemical markets.

However, this is likely to have a significant impact on 
chlorine derivatives, which could disproportionately 
decrease caustic soda production compared to a potential 
demand decrease.

The latest Eurochlor figures showed a downtrend in 
chloralkali production late in the third quarter and the 
beginning of the fourth quarter of 2018 due in part to lower 
capacity compared to most of 2017.

However, import availability seems likely to remain healthy 
in coming months, with price trends suggesting that the 
Mediterranean remains well supplied.

Caustic soda export spot prices reached a peak in late 2017 
and crashed in 2018, particularly in the Mediterranean.
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There was certain amount of realignment in contract prices, 
which peaked in the first quarter of 2018 and then fell 
between the second and the fourth quarter, according to 
the ICIS assessment.

The average price for quarterly assessments decreased 
by almost 5% from €720/dmt (dry metric tonnes) FD (free 
delivered) NWE (northwest Europe) to €685/dmt FD NWE.
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The Iberian market also posted significant decreases, 
with the monthly contract price assessment average 
falling from €825/dmt FD Iberia to €682.5/dmt FD Iberia 
between January and November 2018, a decrease of 
more than 17%.

The European contract market is served for the most part 
by domestic producers and is less impacted by global 
trends than the free on board (FOB) export market.

In the Mediterranean, availability has been healthy as 
a result of strong supply from several different sources 
including the Ukraine, with Karpatneftekhim producing 
through the year, and the longer Asian market in the fourth 
quarter of 2018.

Monthly contract prices in Italy also registered a 
downward trend in December, according to some 
sources, as a result of higher availability via imports than 
the majority of markets.

Request a demo

Find out moreRequest a trial
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•  Get the latest views and insights into 
current issues from selected experts 

•  Receive tailored advice and guidance to 
address your company’s key challenges

SUPPLY & DEMAND DATABASE 
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Source: ICIS

https://www.icis.com/explore/enquiry-petrochemicals-analytics-tools/?channel=chemicals&commodity=causticsoda/?cmpid=ILC|CHEM|CHCOM-2019-01-EuropeGlobalOutlooks_pricing&sfid=7012X000001WQaA  
https://www.icis.com/explore/services/analytics/supply-demand-data/?cmpid=ILC|CHEM|CHCOM-2019-01-EuropeGlobalOutlooks_sddatabase&sfid=7012X000001WQaP
https://www.icis.com/explore/contact/request-free-trial-icis-news/?cmpid=ILC|CHEM|CHCOM-2019-01-EuropeGlobalOutlooks_news&sfid=7012X000001WQaK 
https://www.icis.com/explore/services/specialist-services/?cmpid=ILC|CHEM|CHCOM-2019-01-EuropeGlobalOutlooks_specialistservices&sfid=7012X000001WQaF 
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PRODUCTION
In early 2018, caustic soda and chlorine production was 
not greatly changed compared to 2017 as utilisation rates 
at European plants reached levels not seen since the 
height of PVC demand in 2007, which compensated for the 
closure of capacity in the previous year.

However, later in 2018 the market began to register lower 
utilisation rates for chlorine and caustic soda production, 
which also reduced overall chlorine and caustic soda 
production in Europe.

Caustic soda stocks also saw an abrupt downward shift in 
October, putting them significantly below average levels for 
the first time in 2018.

The decrease in production was attributed in some quarters 
to lower demand for chlorine derivatives such as PVC.

However, low European caustic soda prices are also 
moderately strongly correlated with lower chlorine/caustic 
soda production, and they trended downwards overall 
throughout 2018.
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Chlorine is a co-product of caustic soda and is used here as a proxy 
for caustic soda production. 

Caustic soda stocks fell to more than 10% below average levels for 
the first time for 2018 in October 
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BY RICHARD EWING   JANUARY 2019

FERTILIZER
NITROGEN

NITROGEN FERTILIZER PRODUCERS FACE TOUGH START TO 2019      

While nitrogen fertilizer prices ended 2018 on a 
downward trajectory amid soft demand and oversupply, 
the 2019 outlook for global fertilizer producers in general 
is mixed.

LOW UREA PRICES
International urea prices will continue to be under 
pressure on the cusp of 2019, although there are signs 
emerging that the market may be approaching its bottom.

It may, however, be too soon to predict that bottom as a 
lot will depend on demand materialising from India, south 
Asia, Europe and Turkey during 2019.

China continues to export with granular business for 
Chile concluded at $280-285/tonne FOB (free on board), 
which is close to the cost of production for some plants, 
according to sources.

Egyptian business is slow, even as buying has emerged 
in Turkey, with the country’s demand estimated at 200,000 
tonnes for January 2019 shipment.

Europe too is expected to step into 2019, although this 
market is difficult to call as buying over the last few years 
has been lower than expected.

In Bangladesh, offers in a BCIC tender were $25-26/tonne 
lower than a month ago, but are still giving better returns 
to China than the recent sale to Chile.

A fresh tender in Pakistan will close on 3 January, while 
Indian demand is expected sometime in the second half of 
January.

The urea market may have ended 2018 on expectations 
that prices will soon stabilise, but if demand in key 
markets does not materialise as expected there could still 
be more pain in store for producers.

AS UNCERTAINTY
The ammonium sulphate (AS) market is feeling the impact 
of the weakness across the wider nitrogen sector.

Slowing demand in year-end and uncertainty moving 

to 2019, coupled with falls in the price of urea, have 
contributed to some of the lower prices registered for 
major importing and exporting AS hubs.

The Baltic and Black Sea markets are both quiet, and 
little business is expected to take place until the middle of 
January.

Nonetheless, prices are holding steady because there 
is a lack of material available stemming from feedstock 
problems experienced over the past months.

In Europe, AS values are under pressure owing to the 
wealth of Chinese product moving to typical importing 
hubs, particularly Brazil, with demand  also slow in other 
parts of Latin America.

AMMONIA SURPLUS
Heading into 2019, sentiment in the global ammonia 
market remains overwhelmingly bearish given the amount 
of surplus material on both sides of the Suez.

UREA PRICE HISTORY

Jan-2018 Jan-2019

Urea - Fertilizer Granular CFR Asia SE Assessment Bulk Spot 0-8 
Weeks Full Market Range (Mid)

Urea - Fertilizer Granular CFR Brazil Assessment Import Bulk 
Spot 0-8 Weeks Full Market Range (Mid)

Urea - Fertilizer Granular FOB AG Assessment Bulk Spot 0-8 Weeks Full 
Market Range (Mid)

Urea - Fertilizer Granular FOB Black Sea Assessment Bulk Spot 
0-8 Weeks Full Market Range (Mid)

Urea - Fertilizer Granular FOB USG Assessment Bulk Domestic 
0-4 Weeks Full Market Range (Mid)

Source: ICIS
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Aggressive price targets – albeit unconfirmed – have 
been quoted by sources heard for next spot business in 
several regions, and contract prices on most continents 
are soft.

The outlook for the first few weeks of 2019 looks gloomy 
for producers, with capacity cuts likely to become an 
increasing trend if prices fail to rebound during the first 
quarter.

Seasonal demand from China could soak up some of 
the excess volume in the short term, but prior forecasts 
about Iranian cargoes drying up due to the US’ re-
imposed sanctions were wide of the mark because Indian 
buyers continue to receive such material under a waiver 
agreement.

In addition, new plants in Russia are set to toss several 
hundred thousand more tonnes onto the market, meaning 
buyers should hold the upper hand in spot cargo 
negotiations.

Additional reporting by Deepika Thapliyal, Mark Milam, 
and Rita Wang
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Ammonia - Fertilizer CFR Africa N Assessment Hybrid Spot/Contract 0-8 We…

Ammonia - Fertilizer CFR India Assessment Hybrid Spot/Contract 0-8 Weeks …

Ammonia - Fertilizer CFR NWE Assessment Duty Unpaid Hybrid Spot/Contrac…

Ammonia - Fertilizer CFR South Korea Assessment Hybrid Spot/Contract 0-8 …

Ammonia - Fertilizer CFR Taiwan Assessment Hybrid Spot/Contract 0-8 Wee…

Ammonia - Fertilizer CFR Tampa Assessment Hybrid Spot/Contract 0-8 Week…

Ammonia - Fertilizer FOB AG Assessment Hybrid Spot/Contract 0-8 Weeks F…

Ammonia - Fertilizer FOB Caribbean Assessment Hybrid Spot/Contract 0-8 W…

Ammonia - Fertilizer FOB Yuzhny Assessment Spot 0-8 Weeks Full Market Ra…

AMMONIA PRICE HISTORY

Jan-2018 Dec-2018

Ammonia - Fertilizer CFR Africa N Assessment Hybrid Spot/Con-
tract 0-8 Weeks Full Market Range (Mid)

Ammonia - Fertilizer CFR India Assessment Hybrid Spot/Contract 
0-8 Weeks Full Market Range (Mid)

Ammonia - Fertilizer CFR NWE Assessment Duty Unpaid Hybrid Spot/
Contract 0-8 Weeks Full Market Range (Mid)

Ammonia - Fertilizer CFR South Korea Assessment Hybrid Spot/
Contract 0-8 Weeks Full Market Range (Mid)

Ammonia - Fertilizer CFR Taiwan Assessment Hybrid Spot/Con-
tract 0-8 Weeks Full Market Range (Mid)

Ammonia - Fertilizer CFR Tampa Assessment Hybrid Spot/Con-
tract 0-8 Weeks Full Market Range (Mid)

Ammonia - Fertilizer FOB AG Assessment Hybrid Spot/Contract 
0-8 Weeks Full Market Range (Mid)

Ammonia - Fertilizer FOB Caribbean Assessment Hybrid Spot/
Contract 0-8 Weeks Full Market Range (Mid)

Ammonia - Fertilizer FOB Yuzhny Assessment Spot 0-8 Weeks 
Full Market Range (Mid)

Source: ICIS

Critical market data, tools & expertise
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https://www.icis.com/explore/enquiry-petrochemicals-analytics-tools/?chan nel=chemicals&commodity=urea/?cmpid=ILC%7CCHEM%7CCHCOM-201 9-01-US-americasoutlooksmagazine2018_p&as&sfid=7012X000001WQuK
https://www.icis.com/explore/services/specialist-services/?cmpid= ILC|CHEM|CHCOM-2019-01-US-americasoutlooksmagazine2018_specialistservices&sfid=7012X000001WQuP
https://www.icis.com/explore/enquiry-petrochemicals-analytics-tools/?channel=chemicals&commodity=fertilizers/?cmpid=ILC|CHEM|CHCOM-2019-01-EuropeGlobalOutlooks_pricing&sfid=7012X000001WQaA
https://www.icis.com/explore/services/specialist-services/?cmpid=ILC|CHEM|CHCOM-2019-01-EuropeGlobalOutlooks_specialistservices&sfid=7012X000001WQaF
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FERTILIZER  
PHOSPHATES   

SUBDUED Q1 FOR PHOSPHATES MARKET EXPECTED FOLLOWING GLUT 
OF ACTIVITY      

BY SYLVIA TRAGANIDA   JANUARY 2019

The phosphates market is braced for a slow start to 
2019, as demand will start to kick in in the main regions.

In India, diammonium phosphate (DAP) buyers are 
expected to return to the market in early January, when 
phosphoric acid contract prices are settled for Q1 
deliveries between Moroccan producer OCP and its 
Indian customers.

Market players expect a decrease in phosphoric acid 
prices in India, as raw material prices (ammonia and 
sulphur) are easing or stabilising.

This price is expected to offer some price direction to the 
market and determine whether it will be cheaper to import 
DAP or produce it domestically using phosphoric acid.

There are is estimates that Indian buyers have already 
bought more than 6m tonnes of DAP which is around 
1.5m tonnes higher than the previous year, so DAP 
purchases in Q1 are expected to be limited.

In China, DAP/monoammonium phosphate (MAP) 
producers have stepped out of the export market and 
started to focus on the domestic season.
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Find out moreRequest a trial

INDUSTRY NEWS 
Our extensive global network of local experts report breaking 
news stories, covering chemical markets and events influencing 
commodity prices and affecting your daily business decisions. 
Stay fully informed and support your planning with: 

• Real-time, round-the-clock news 
•  Market analysis and the likely impact on your markets 
• Production and force majeure news

SPECIALIST SERVICES 
The global team of ICIS experts brings 
extensive knowledge of the industry 
sectors through specialised training, 
industry conferences and bespoke 
consultancy, enabling you to: 

•  Expand your knowledge to navigate 
complex markets more confidently 

•  Get the latest views and insights into 
current issues from selected experts 

•  Receive tailored advice and guidance to 
address your company’s key challenges

SUPPLY & DEMAND DATABASE 
Receive end-to-end perspectives across the global 
petrochemical supply chain for over 100 petrochemical 
commodities, across 160 countries, with historical and 
projections from 1978 to 2040. The database enables you to: 

•  Put the local or regional scenario in a global context to  
support your planning 

•  Validate commercial and growth strategies 

ICIS offers a unique combination of 
analytics tools, pricing data and market 
information for over 180 commodities, 
across all key regions, designed to help 
you navigate and optimise opportunities in 
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https://www.icis.com/explore/services/analytics/supply-demand-data/?cmpid=ILC|CHEM|CHCOM-2019-01-EuropeGlobalOutlooks_sddatabase&sfid=7012X000001WQaP
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This is expected to last well into the first quarter and 
after the Lunar New Year in early February. In the rest 
of Asia, Australia will continue to have strong import 
demand and remain one of the most active markets for 
all products, with tonnes arriving from China, the US, 
Saudi Arabia and even Mexico.
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DAP - Fertilizer CFR India Assessment Import Bulk Spot 0-8 Weeks Full Mark…

DAP - Fertilizer FOB China Assessment Bulk Spot 0-8 Weeks Full Market Ran…

PHOSPHATES PRICE HISTORY

Jan-2018 Dec-2018

DAP - Fertilizer CFR India Assessment Import Bulk Spot 0-8 
Weeks Full Market Range (Mid)

DAP - Fertilizer FOB China Assessment Bulk Spot 0-8 Weeks Full 
Market Range (Mid)

Source: ICIS

In the US, DAP and MAP exports out of Tampa are 
expected to pick up in 2019, as demand is due to 
increase globally in the main regions, such as India, 
Pakistan, Australia and Latin America.

In the domestic market, there is talk that demand for 
DAP/MAP barges will increase at the beginning of the 
year for spring application.

The Brazilian market is expected to pick up in the new 
year, as buyers will be looking to replenish stocks for 
the safrinha season. Moroccan, Russian and Chinese 
MAP producers are expected to compete for business 
in the region and there are expectations that prices will 
rebound following their recent slide.

On the supply side, OCP and Saudi producers have 
started slowly to ramp up phosphates production in 2018 
despite production issues and maintenance.

The supply scenario in 2019 is expected to be balanced 
to oversupplied, especially following the developments in 
two major plants in the US: the idling of Mosaic’s Plant 
City in Q4 2017 and Nutrien converting its Redwater 
phosphate plant in Alberta to an ammonium sulphate 
(AS) operation in the third quarter of 2019.
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FERTILIZER  
POTASH   

GLOBAL POTASH SUPPLY SQUEEZE INTENSIFIES, EUROPE PRODUCTION 
CAPACITY UNCERTAIN       

BY ANDY HEMPHILL   JANUARY 2019

Muriate of potash (MOP) fertilizer supply will remain 
tight around the world in 2019, amid increasing demand, 
production discipline, outages, and the delayed ramp-up of 
new capacity.

This tightness - which emerged amid a year 
characterised by bullish offers - indicates MOP and 
sulphate of potash (SOP) prices will continue their 
upward trajectory in 2019, albeit in $5-10/tonne 
increments, as opposed to big jumps.

In southeast Asia, weaker palm oil export prices gave 
importers a moment’s pause in the fourth quarter of 2018.

Buyers instead forecast demand requirements for the first 
quarter of 2019, and approached producers in an attempt 
to secure cargoes early.

Many were turned away, as producers were unwilling to commit 
that far ahead, owing to the aforementioned tight supply.

In fact, the only comforting news for MOP-strapped 
southeast Asian buyers was talk of slowing enquiries in 
Brazil in the tail-end of 2018.

Producers had been taking advantage of an astonishing 
run of strong Brazilian demand since mid-year, largely 
thanks to the US/China trade war, which made Brazilian 
soya bean exports very attractive, over the US’ crop.

Despite the slowing demand, granular MOP offers to Brazil 
remain steady into first-quarter 2019, suggesting additional 
bullish offers may lie ahead later in the year.

Meanwhile, in Europe, tight supply is similarly a key issue 
for buyers of both granular MOP and SOP.

Much discussion revolves around Russian MOP major 
Uralkali’s production capacity. The company has continually 
refuted talk of ongoing production constraints at its 
Soliamsk-2 mine in Russia as “absolutely not true”.

Uralkali has officially confirmed it will divert some potash 
sales away from China and India, due to what it perceives 

as low benchmark prices - indeed, the producer has only 
signed a contract to sell “minor volumes” to China at the 
$290/tonne CFR (cost and freight) benchmark, and none at 
all to India.

The absence of Uralkali’s volumes, combined with reduced 
production at rival MOP majors, has left India “short 1m 
tonnes” - which could in turn draw volumes away from other 
destinations in 2019.

Alternatively, the deficit may lead to a degree of “demand 
destruction”, as Indian MOP importers turn to alternatives, 
such as urea.
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MOP - Fertilizer Granular CFR Asia SE Assessment Import Bulk Spot 0-8 Wee…

MOP - Fertilizer Granular CFR Brazil Assessment Bulk Spot 0-8 Weeks Full M…

MOP - Fertilizer Standard CFR Asia SE Assessment Import Bulk Spot 0-8 Wee…

POTASH PRICE HISTORY

Jan-2018 Jan-2019

MOP - Fertilizer Granular CFR Asia SE Assessment Import Bulk 
Spot 0-8 Weeks Full Market Range (Mid)

MOP - Fertilizer Granular CFR Brazil Assessment Bulk Spot 0-8 
Weeks Full Market Range (Mid)

MOP - Fertilizer Standard CFR Asia SE Assessment Import Bulk 
Spot 0-8 Weeks Full Market Range (Mid)

Source: ICIS

Another topic of debate for 2019 is the future of Chilean 
producer SQM, which freely admits to “our focus on efforts 
in the Salar de Atacama to increase lithium production”, 
over MOP and SOP.

The Chilean lithium major’s combined MOP/SOP sales 
volumes declined by 39%in Q3 2018 to 249,000 tonnes, 
while the sector’s sales revenue fell 29% to $80m in the 
same period.
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Indeed, with SQM’s SOP production in decline, and 
Germany’s K+S still racing to recover from outages in Q4 
2018, both the European and wider global SOP market will 
see tightness and bullish pricing in 2019, much like its far 
larger MOP sister market.

“[SOP] demand will increase by around 2-2.5% next year,” 
said one producer. “There’s gaps in supply all over, and no 
one there to fill them yet.”

These “gaps” are a similar story across both MOP and SOP 
capacity, as the likes of start-ups Danakali, Sirius Minerals, 
and Emmerson, plus Australia’s five SOP potentials, are all 
some way off first production.

Indeed, only global fertilizer player EuroChem has shown 

overt progress on its MOP production; albeit at a far slower 
pace than many predicted for 2018.

EuroChem’s potential capacity tops 8.3m tonnes of potash 
- but despite entering the market in Q2 2018, the major’s 
Russian plants have ramped up far slower than expected, 
due to technical issues.

Production is expected to increase in 2019, but much of 
the volumes will be consumed by EuroChem’s internal 
nitrogen, phosphate, potassium (NPK) fertilizer lines.

However you look at it, 2019 will be a tough year for 
buyers, as tight supply continues to put upward pressure on 
prices, and producers target markets which offer the best 
possible returns.
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FERTILIZER  
SULPHUR 

CHINA DEMAND TO CONTINUE DRIVING GLOBAL SULPHUR PRICES       

BY MARK VICTORY   JANUARY 2019

Although global spot sulphur supply is structurally tight, 
China is expected to remain the control valve of the market 
in 2019 as the relative strength of its demand will largely 
dictate global prices.

Global spot sulphur supply is tight because of a shift to a 
sweeter crude mix, lower volumes out of Saudi Arabia due to 
increased domestic consumption, and ADNOC contracting 
an increased portion of its sulphur supply to OCP.

Coupled with this, the first quarter typically sees limited 
tonnes through the Black Sea because of restrictions in 
Russia’s waterways, and there is a heavy turnaround 
schedule at European refineries likely to result in more 
limited supply.

Nevertheless, the approach of International Maritime 
Organization (IMO) 2020 regulations for shipping, expected 
to reduce demand for sulphur, and the uncertainty 
surrounding how shippers will comply with the regulations 
has made supply levels throughout 2019 difficult to forecast.

If shippers predominantly chose to use scrubbers to comply 
– which extract sulphur from the fuel – this will increase 
global supply significantly.

If, however, shippers choose to switch to blended fuels to 
comply, this will encourage a further and more permanent 
shift to a sweeter crude mix, resulting in sharply lower 
sulphur production.

ICIS’ seasonality analysis suggests that China arrivals 
typically fall sharply in January, and reach their nadir in 
February, with the first quarter being the weakest of the year.

Imports historically remain weak throughout the first half of 
the year.

This follows on from typically the strongest quarter for arrivals 
of the year – the fourth quarter, with September, November, 
and December historically the three strongest months of the 
year – despite a sharp drop in arrivals in October.

The fall in imports at the start of the year usually 
corresponds with below-average prices, which typically 
recover in March.

Nevertheless, prices are historically only marginally 
below average, implying the relative strength of demand 
compared to normal trading patterns becomes increasingly 
crucial at the start of the year.

This is clearly shown in the below price seasonality graph, 
which shows an average weekly index of ICIS’ China 
sulphur import price strength since 2000, using yearly price 
averages as a baseline.

Anything above 1.0 means imports are typically above the 
yearly average that week, while anything below means that 
imports are typically below.
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China demand is not expected to follow typical trading 
patterns in January.

The majority of China buyers have not been active in the 
market since the Golden Week holiday period at the start 
of October due to uncertainty over the evolution of the 
downstream phosphates market.
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As a result, most are yet to cover themselves for the Lunar 
New Year holiday period in February.

Market sources estimate that orders most be completed by 
mid-January for volumes to arrive on time, and buyers are 
expected to return to the market imminently as a result.

The price seasonality graph shows that the period from 
late-June to October is typically the weakest period of the 
year for China sulphur import prices.

The major end-use market for China sulphur buyers is Indian 
diammonium phosphates (DAP), for use in fertilizers production.

During the summer months, India DAP buying is limited 
by the monsoon season, as rainfall slows fieldwork. This 
typically lasts from June-September.

Although China sulphur imports begin to rise again in 

September, prices historically have not started to rebound 
until October, once the strength of the returning peak 
season is known.

February import levels fall sharply, as this is typically the 
Lunar New Year period, and subject to a wind-down in May 
ahead of the Indian monsoon season.

China is one of the largest spot sulphur consumers 
globally, and the major trading partner for the key Middle 
East export market.

In 2018, global prices ebbed and flowed in response to 
China consumption levels, with periods of low demand 
overwhelmingly counterbalancing supply shortages and 
causing prices to fall.

Conversely, whenever China demand increased, 
demand rose. 
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FERTILIZER  
SULPHURIC ACID  

GLOBAL SULPHURIC ACID SUPPLY TO REMAIN TIGHT IN H1 2019 BEFORE 
EASING IN H2        

BY MARK VICTORY AND ANNALISE PORTER   JANUARY 2019

The global sulphuric acid spot market is expected to 
remain tight throughout at least the first half of 2019, 
particularly in Asia.

With a large amount of carry-over volumes once again 
in Japan, and with heavy quantities of South Korean and 
Chinese material already tendered for 2019, free spot 
volumes are expected to remain scarce next year.

Coupled with this, 2019 will mark a heavy-maintenance 
schedule in Japan/South Korea, in line with the typical two-
year cycle.

Large-scale smelter maintenance already confirmed for 
2019 can be seen in the table below:

Sulphuric acid export values were in negative territory – 
signalling producers were offering money for the removal of 
product rather than pay storage cost – as recently as 2016, 
due to it being considered by many manufacturers as a 
waste product.

With sulphuric acid export prices in Japan and South Korea 
at their highest level on record, and Europe and China spot 
export prices at their highest level since December 2011, it 
is unsurprising that many producers have been attempting 
to maximise contract volumes and lock-in material values at 
their current high levels, leaving lower tonnage available to 
spot markets in 2019.

Two Lions, for example, has entered into an agreement to 

SMELTER TURNAROUNDS

Company Location Tonnes/year Type Timing

LS-Nikko Onsan 120,000 Cu Planned maintenance March-April for 45 days

Korea-Zinc Onsan 20,000-30,000 Cu Planned maintenance July 2019 - “no effect on 
overall supply”

Aurubis Pirdrop 1,500,000 Cu Planned maintenance end May 2019 for 15 days

Aurubis Hamburg 1,100,000 Cu Planned maintenance early October 2019 for 30 
days 

Pan Pacific Copper Saganoseki, Japan 1,350,000 Cu Planned maintenance beginning October/
November 2019, to last around one month

Kennecott Utah, US 1,000,000 Cu Planned maintenances for 45 days in Feb 2019, 
and 10 days in May 2019

Codelco Chuquicamata and 
Salvador

900,000 (Chuquicamata), 
180,000 (Salvador) Cu 2 of  combined 5 lines to be closed from 

December because of  environmental restrictions

Codelco Chuquicamata, Chile 900,000 Cu
Intermittent closures for maintenance. Star t 
date unknown. 3-5% reduction in production 

as of  17 October

Anglo American Chagres, Chile 490,000 Cu Planned maintenance from 9 October for 19 days

Hibi Kyodo Smelting Tamano, Japan 870,000 Cu Planned 36-day maintenance beginning 
November

BHP Billiton Antofagasta, Chile 600,000 Cu Partial shutdown following fire 20 September, 
leaching operations suspended

BHP Olympic Dam, Australia 600,000 Cu Outage due to boiler tube failure announced on 
22 August, longevity still being assessed

Vedanta Limited Tuticorin, India 1,200,000 Cu
Closed by government order on 28 May 2018. 

NGT found in favour of  Sterlite Copper appeal on 
15 December. Restart likely delayed.

Glencore PASAR, Philippines 1,000,000 Cu Planned maintenance to replace three coolers 
Aug/Oct - work continues
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provide OCP with  around 400,000 tonnes of sulphuric acid 
in 2019, the company confirmed.

This is the largest such agreement that Two Lions has 
entered into. As a result of this spot deal and the OCP 
agreement, Two Lions is now sold out of spot material until 
March 2019.

Factoring in Two Lions’ typical domestic commitments, the 
company is not expected to be a significant spot exporter in 
2019 outside of the volumes it will ship to OCP.

Along with this, multiple sellers in Asia have committed spot 
volumes tender, leaving little free tonnage available in 2019.

Buyers – particularly in Chile – have been purchasing 
volume to be distributed throughout 2019 to avoid a repeat 
of what occurred in 2018.

Tight supply had only been expected to last through the first 
half of 2018, and Chilean buyers purchased a large volume 
of material under swap agreements in the first quarter to last 
them through until the second half when constraints eased.

When availability remained tight in the second half, there 
was a run on material and prices spiked.

A significant driver of ongoing supply tightness in 2018 was 
the unexpected closure of Vedanta owned Sterlite Copper’s 
Tuticorin, India, smelter in May 2018.

The smelter – which is India’s largest and has the capability 
to produce 1.2m tonnes/year of sulphuric acid – was 
forced to close by the Tamil Nadu Government for pollution 
breaches, and the plant was sealed.

The Tuticorin smelter predominantly serves local markets, 
and the closure meant that the southeast Asia sector became 
reliant on imports. This led to a run on product amid already 
tight global supply and significant spike in prices.

Nevertheless, in the interim, many of Tuticorin’s buyers 
are understood to have turned to end-use products rather 
than increasing their sulphuric acid consumption, with only 
an estimated 200,000 tonnes of increased sulphuric acid 
demand resulting from the closure.

On Saturday 15 December, the National Green Tribunal 
(NGT) found in favour of Sterlite’s appeal against the 
closure. The NGT declared that decision “unjustified” and 
“non-sustainable”.

The decision does not signal the end of Sterlite’s legal 
woes, with the Tamil Nadu state government expected 
to appeal the decision in the high court, but it remains a 
significant victory.

Because the plant has been sealed since May, the 
condition of the unit – and therefore how long it will take to 
restart – is currently unknown.

Several sources said that it is unlikely that the plant will be 
fully operational until at least the second quarter of 2019.

Fresh tonnage from Tuticorin would help relieve supply 
pressure in the market, although this is not expected to 
become apparent until the second half of 2019.

The impact is expected to be significant enough across the 
year that India buyers delayed contract discussions while 
they were awaiting the outcome of the appeal.

Global demand, meanwhile, remains strong – 
predominantly driven by Chile.

New sulphur dioxide (SO2) emissions restrictions, which 
came into force in Chile on 13 December, have curtailed 
production at a number of domestic producers – including 
Codelco and Anglo American.

Chile is one of the largest importers of sulphuric acid and 
the expectation of lower domestic production has already 
seen a flurry of demand for overseas cargoes from Chilean 
buyers during the fourth quarter of 2018, coming as it did at 
a time of already tight global availability.

This directly led to a spike in Chile import prices, with values 
increasing as much as 25% week on week at the end of 
October, when the extent of the compliance problem became 
clear, as can be seen in the below interactive graph.
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Domestic availability is expected to remain low throughout 
the entire first quarter. How long tight domestic supply 
continues beyond that is likely to depend on how quickly 
plants are able to become compliant with the restrictions.

Conversely, several players – both on the buy and sell 
side – noted increased buyer resistance to price rises in 
the final part of 2018, and argued that spot values have 
now reached the limit of what buyers are able to pay before 
operating rates are attenuated.

There was already talk of reduced operating rates in Brazil 
because of this.

Prices in Chile tend to increase to above average levels 
around October as buyers look to secure material for arrival 
in the peak January import month.

The trend is clearly shown in the price seasonality 
graph below, which shows an averaged weekly index of 
Chile sulphuric acid import price strength since 2007 to 
demonstrate typical price movement patterns, using yearly 
price averages as a baseline.

Anything above 1.0 means prices are typically above the 
yearly average that week, while anything below means that 
prices are typically below.

Nevertheless, low domestic availability could see 2019 
buck this trend with continued strong demand during the 
typically quieter first half of the year.
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BY MELISSA HURLEY  JANUARY 2019

FIBRE CHAIN  
ETHYLENE GLYCOL (EG) / MONOETHYLENE GLYCOL (MEG) 

EUROPEAN MEG PRICES EXPECTED TO STABILISE, GLOBAL OVERSUPPLY 
CONCERNS LINGER 

Memories of an upward monoethylene glycol (MEG) price 
rebound at the end of 2017 and start of 2018 seem distant 
among sources after continued downward pressure in the 
fourth quarter.

Most sources are expecting a rather stable market in the 
first quarter of 2019, and are braced for more pressure 
from imports into Europe coming around February or 
March time.

Europe is a net importer of glycols but the increased 
US production capacity have created future oversupply 
concerns. Wider concerns surrounding weaker crude oil 
levels, the US-China trade tensions and an overall gloomy 
global economic conditions remain the backdrop to most 
chemicals markets.

Another line of thought is that European supply could be 
balanced around March or April 2019 as there is a heavy 
European cracker turnaround period in spring.

Depending on how many glycol and ethylene oxide (EO) 
units are impacted, this could reduce domestic supply and 
counterbalance the fresh imports arriving from the US.

LOOMING PRESSURE FROM US IMPORTS INFLUX
In August 2018, China imposed 25% tariffs on imports of 
US material, so the market could see an adjustment of 
production rates in the US.

In the final quarter of 2018, Europe became a buyers’ 
market and pressure on prices was felt most weeks. The 
latest downtrend gathered momentum from November and 
was seen to be one of the toughest months as a seller. 
August, September and October saw an increase of US 
and Middle East imports increasing availability in Europe.

A buyer said that it expected the market to lengthen even 
further in the first quarter of 2019 due to more US imports: 
“MEG in 2019 will be an oversupplied market with US 
imports arriving in Q1.”

The chart below shows the top EG importers into the EU in 
January comparing 2017 and 2018 figures.

Truck MEG prices were falling rapidly towards the end of 
2018. Some felt MEG demand from the antifreeze sector 
could have been better, but so far Europe has failed to 
reach very cold winter temperatures. Typically, downstream 
polyethylene terephthalate (PET) demand strengthens in 
warmer weather, encouraging bottled water consumption 
and lessens during the winter.

TOP 10 EG IMPORTERS INTO EU BY MONTH

2017

2018

MEG CIF NWE Assessment T2 Spot 4-6 Weeks Full Market Range (Mid)

MEG FCA NWE Assessment T2 Spot Prompt Full Market Range (Mid)

Jan-2018 Jan-2019

Source: ICIS
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MEG is used for polyester fibres, resins and antifreeze 
formulations; PET film for is used for packaging.

“Demand is slow and it is still too warm for the winter 
demand to pick up, the supply is good. I think that MEG is 
long at the moment and that is why the prices are going 
down to these levels”, said a distributor at the end of 2018.

The near-term outlook is not that positive overseas due 
to weakness in crude prices. The losses in Asia have also 
influenced sentiment in the European market.

Looking more long-term, new polyester capacities in Asia 
will provide a home for MEG material and absorb some of 
the material.

The European MEG December contract has been fully con-
firmed at a triple-digit decrease after lengthy discussions. The 
January contract was also fully confirmed at a decrease of €35/ 
tonne. Further downward pricing pressure is expected due 
to lower ethylene feedstock costs, weak fundamentals in 
Asia and continued pricing pressure in the European spot 
market.

MOROSE DEG OUTLOOK ON DISAPPOINTING 2019 
DEMAND
For diethylene glycol (DEG), the outlook is not very 
optimistic and some are less confident compared to the 
MEG market. Larger consumers of DEG are waiting to see 
how downstream demand pans out next year as there has 
been less of a need to dip into the spot market for extra 
volumes outside contractual obligations.

After a disappointing 2018 in terms of demand, some have 
expressed a glimmer of optimism.

“Our base (DEG) needs are covered in contracts, but if all 
goes well I would expect the need of some spot in the third 
quarter [of 2019],” added a buyer.

DEG is used in polyols, unsaturated polyester resins and 
plasticizers.

For Triethylene glycol (TEG), export demand to the US 
was solid in 2018 but demand from the gas drying sector 
dwindled at the end of the year.

TEG’s main use is in natural gas dehydration and as a 
dehumidifier. MEG is used for polyester fibers, resins and 
antifreeze formulations and PET film for packaging.

https://www.icis.com/explore/enquiry-petrochemicals-analytics-tools/?channel=chemicals&commodity=eg_meg/?cmpid=ILC|CHEM|CHCOM-2019-01-EuropeGlobalOutlooks_pricing&sfid=7012X000001WQaA   
https://www.icis.com/explore/services/analytics/supply-demand-data/?cmpid=ILC|CHEM|CHCOM-2019-01-EuropeGlobalOutlooks_sddatabase&sfid=7012X000001WQaP 
https://www.icis.com/explore/contact/request-free-trial-icis-news/?cmpid=ILC|CHEM|CHCOM-2019-01-EuropeGlobalOutlooks_news&sfid=7012X000001WQaK 
https://www.icis.com/explore/services/specialist-services/?cmpid=ILC|CHEM|CHCOM-2019-01-EuropeGlobalOutlooks_specialistservices&sfid=7012X000001WQaF 
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BY YANA PALAGACHEVA  JANUARY 2019

FIBRE CHAIN  
PARAXYLENE (PX) AND ORTHOXYLENE (OX) 

EUROPE PX, OX MARKETS TO BE BETTER BALANCED 

Availability of European co-products paraxylene (PX) and 
orthoxylene (OX) is expected to improve in 2019 following 
some ongoing tightness in 2018. Nevertheless, the PX 
market in particular is expected to remain structurally short 
in the near term future.

A number of production and logistics issues limited product 
supply and exerted upward pressure on PX and OX spot 
and contract prices through most of 2018.
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Availability was mostly impacted by the force majeure at 
BP’s plant in Gelsenkirchen, Germany, between April and 
August, followed by the historically low levels of the river 
Rhine later in the year.

BP’s force majeure was followed by lengthy maintenance, 
which continued limiting OX and PX supply well into 
December. Production at the plant is, nevertheless, 
expected to begin again soon, which will improve the 
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availability of the products in 2019.

Separately, water levels on the river Rhine improved 
dramatically in the week to 7 December, increasing from 
31cm to 154cm in a week. The boost allowed for barge 
deliveries to restart, which too indicates a smoother supply 
of OX and PX at the start of 2019.

The outlook for the OX market in the first few months of 
2019 is bearish, with downstream phthalic anhydride (PA) 
demand not expected to pick until the spring season.  Two 
ongoing PA plant maintenance closures are separately set 
to limit OX demand in January.
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The PX market is, on the other hand, expected to remain 
structurally short despite the expected availability boosts.

PX consumption in Europe increased following the 
July start-up of Indorama’s 700,000 tonne/year purified 
terephthalic acid (PTA) plant in Sines, Portugal. The plant 
had been largely idle since it was closed in 2014 and is a 
major new consumer of PX in Europe.

Prices and availability of PX in Europe will continue being 
heavily impacted by the dynamics in the more liquid Asian 
market, from which Europe actively imports.

https://www.icis.com/explore/enquiry-petrochemicals-analytics-tools/?channel=chemicals&commodity=px_ox/?cmpid=ILC|CHEM|CHCOM-2019-01-EuropeGlobalOutlooks_pricing&sfid=7012X000001WQaA    
https://www.icis.com/explore/services/analytics/supply-demand-data/?cmpid=ILC|CHEM|CHCOM-2019-01-EuropeGlobalOutlooks_sddatabase&sfid=7012X000001WQaP 
https://www.icis.com/explore/contact/request-free-trial-icis-news/?cmpid=ILC|CHEM|CHCOM-2019-01-EuropeGlobalOutlooks_news&sfid=7012X000001WQaK 
https://www.icis.com/explore/services/specialist-services/?cmpid=ILC|CHEM|CHCOM-2019-01-EuropeGlobalOutlooks_specialistservices&sfid=7012X000001WQaF 
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BY YANA PALAGACHEVA  JANUARY 2019

INTERMEDIATES
ACRYLONITRILE  

EUROPE ACN SPOT MARKET TO STABILISE    

The European acrylonitrile (ACN) market is likely to be better 
balanced in 2019 after a very volatile 2018.

There is some expectation for spot levels to stabilise at the 
beginning of next year after significant hikes followed by sharp 
drops in the year.

Spot prices in Europe and Asia have been in freefall since the 
beginning of October, which has partly been a correction from 
previously high levels.

Softening feedstock prices and slower-than-expected demand 
in both Europe and Asia contributed to the downward price 
pressure.

The European spot range lost $800/tonne between the 
beginning of October and the first week of December.

The nosedive is now largely expected to have ended, with the 
current spot levels deemed representative for current market 
fundamentals.

New capacity coming online in Asia could add further relief to 
the global ACN balance.

Shandong Haili Chemical Industry Co started up its 130,000 
tonne/year ACN plant in August, while Jiangsu Sailboat 
Petrochemical is set to start up its 260,000 tonne/year phase-
two ACN project at the beginning of 2019.
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However, some participants on the sell side in Europe have 
been sceptical that the re-balancing of the market will continue 
long term, as downstream industries are still expected to grow 
at a higher speed than global ACN production rates.

Separately, two major maintenance closures are taking place 
in Europe in May 2019. This is likely to limit spot availability in 
the first half of the year with both of the producers expected to 
concentrate on contractual volumes instead.

The planned shutdowns could also affect product availability 
later in the year.

Global demand for downstream acrylic fibre (AF) and 
acrylonitrile butadiene styrene (ABS) markets will be another 
key factor for the ACN market in 2019.

Demand for both applications have dwindled. The AF market 
suffered on the back of competitively priced alternative 
products available, while ABS was affected by a sharp decline 
in the European automobile industry.
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BY EASHANI CHAVDA  JANUARY 2019

INTERMEDIATES     
BUTANEDIOL (BDO)  

EUROPE BDO DEMAND EXPECTATIONS SUBDUED AMID GLOBAL UNCERTAINTIES

European butanediol (BDO) players are adopting a wait-
and-see approach to 2019 market dynamics, with previous 
optimism for market growth dwindling as uncertainty festered 
in late 2018.

Concerns surrounding the US-China trade war, Brexit, 
the automotive sector and the European economy have 
dampened expectations for the BDO market in 2019.

“The outlook, on the whole, people are not as optimistic as 
they used to be,” said a source.

Though market sentiment is slightly more subdued for 2019, 
some sellers expect demand to increase in the first quarter. High 
de-stocking in December may leave consumers short of product 
in January, as logistics issues are expected to continue.

Rhine water levels remain a concern for European players. 
Although conditions improved in December, if the levels are 
not sustained in January production rates will decrease and 
deliveries will be delayed.

“People being a bit more sceptical will translate to shortages in 
Q1,” said one producer.

At present, increasing supply length and lower demand in 
European and Asian BDO are causing a global downtrend.

Asian BDO prices have softened for domestic product and 
exports, which continue to enter the European market.

This, alongside steady European production in 2018, was able 
to satisfy demand, leading to rollovers in both the third- and 
fourth-quarter contracts.

This nearly uninterrupted supply level has left the market in a 
healthy position for 2019 should demand remain balanced, as 
it did for most of 2018.

However, lengthy global supply conditions are driving buyers’ 
targets for double- and triple-digit reductions in the European 
first-quarter BDO contract.
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“Overseas [prices] have already moved down… Local 
suppliers, I expect it will happen the same”, said one buyer.

Demand expectations for 2019 are mixed, as consumer 
hesitancy in late 2018 softened the prior bullish market 
sentiment.

Growth expectations varied between key players, with 
some expecting a similar rate to GDP while others were 
more optimistic, suggesting up to 4-6% depending on the 
application.

SUPPLY DISRUPTION BY MONTH (kt)

Region: EUROPE   Country: All    Company: All
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“Overall everyone expects 2019 is going to be more or less 
lower than 2018… 2018 was an extremely great year, far 
better than everyone expected. Especially in engineering 
plastics. If it stays on the 2018 level then that would be 
extremely good news,” said a source.

Thermoplastic polyurethanes (TPU), spandex, tetrahydrofuran 
(THF) and polybutylene terephthalate (PBT) show consistently 
high growth. Engineering plastics are expected to remain 
dominant once demand from the automotive industry 
increases with the move to hybrid and electric cars.

Global PBT expansions in recent years indicate a greater need 
for BDO; however, reinvestment in BDO remains to be seen.

In the second quarter of 2019, Ashland plans to sell its 
composites division and Marl, Germany, BDO plant to INEOS 
for $1.1bn, subject to regulatory approvals.

Sources note it is too early to judge how this will impact the 
future of the BDO market and what they will do with this 
business.

Ashland’s role in the European market is expected to 
decrease, with the producer staying focused on the US 
market. Output from Marl is not expected to change through 
the handover.

Though market sentiment is subdued for 2019, the first 
quarter will be influential in determining whether sources’ 
concerns are justified or misplaced.

Demand exceeded sellers’ expectations in 2018, with market 
growth surpassing the predicted 4-8% and reaching double-
digit figures.

Optimism for 2019 remained strong in the first half (H1) of 
2018, but soon took a downturn as changes in automobile 
legislation led to fewer sales in the automotive industry in the 
third quarter.

This, along with wider macroeconomic uncertainties, led to a 
slowdown in BDO demand in the fourth quarter.

BDO is a chemical intermediate used in the production of high 
performance polymers, solvents and fine chemicals.
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The epoxy resins market is heading into 2019 on a very 
different footing when compared to the previous year.

The market then followed a more traditional end-of-year 
slowdown which led to initial negotiations in January 
indicating stable to soft prices.

Where in December 2017 there was an eleventh-hour 
surge in demand from buyers in China, absorbing global 
supply, in December 2018 demand remained muted.

There has been talk of greater availability of Asian imports 
in Europe, and this is likely to continue for as long as 
demand in China remains weak.

Europe is expected to remain reactive to what is happening 
in Asia, rather than a proactive player setting the pace for 
global trading.

Although sentiment indicates a tepid start to 2019, a flurry 
of activity in China around the Lunar New Year could 
tighten an otherwise long market.

The opinion of downstream industries appears to be mixed, 

as while the marine coatings and wind energy sectors 
are expected to remain balanced, there is less certainty 
surrounding the automotive and construction sectors.

Demand for epoxy applications in the construction industry 
has been characterised as weaker in eastern and central 
Europe, while stable at best in western Europe.

The automotive industry could regain strength in 2019, 
and the development of using water-based epoxies in the 
construction of vehicles as well as the painting of them 
could bring a boost to the market.

Coatings using epoxy resins for food packaging may remain 
on a downward trajectory as public opinion remains cautious 
that upstream bisphenol A (BPA) could be carcinogenic.

The biggest impact raw materials are anticipated to have 
on the epoxy resins market is on production costs.

While BPA prices could eventually increase on the back 
of tight phenol supply or an uptick in polycarbonate 
(PC) consumption, prices could also spike for feedstock 
epichlorohydrin (ECH).
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As ECH prices tend to reflect propylene movements, levels 
could increase if crackers do not re-open as planned in the 
spring as per currently projected schedules.

While producers will look to recover expenses from buyers, 
if imports remain at a consistent level there will be little 
incentive to accept these conditions, and non-integrated 
suppliers will be the worst affected.

This could cause epoxy resins prices to rise most 
significantly in the second quarter, with stable-to-soft 
activity lasting for the duration of the year, although many 
agree that it is far too early to state this with confidence.

Pricing looks set to follow a more traditional pattern, in 
contrast to tracking Asian levels on a reactionary basis as 
happened in 2018, although a squeeze in supply could 
reinforce this buying behaviour.

In broad terms, less volatility is expected to impact the 
market in 2019, particularly at the beginning of the year.

However, a backdrop of swiftly changing geopolitical 
tensions, as well as a glance back at the past twelve 
months, have left many sources in the market reticent to 
make assertions about what 2019 could bring.
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INTERMEDIATES     
MALEIC ANHYDRIDE (MA)  

EUROPEAN MA MARKET COULD BE HEADED FOR ANOTHER VOLATILE 
SUPPLY PERIOD IN Q1 

BY JANE MASSINGHAM  JANUARY 2019

Just when European maleic anhydride (MA) consumers 
thought more stable supply conditions would dominate in 
2019, the year looks set to start with some uncertainty from 
one of the larger producers.

Polynt’s 66,000 tonne/year plant in Ravenna, Italy shut 
down on 26 November and force majeure was declared on 
5 December.

Added to this, there are constraints from ESIM’s smaller 
line in Linz, Austria, while Bosnia’s GIKIL is unable to 
export product as it has been awaiting export papers since 
7 December. If this is not resolved it will result in production 
shutting down for the first half of January.

Along with this, there are suggestions of some other 
production hiccups, and this, suppliers say, has tightened 
the market.

While many are not feeling the impact at year end, due to 
reduced buying patterns, January could be a challenge for 
some.

“I think increases [for January] on the back of Polynt is a bit 
of fake news,” one buyer said.

A reseller said: “If I was a buyer, I would just worry about it 
after Christmas, but if [Polynt] don’t start in January, there 
could be problems.”

One key producer said: “In the past week and months, 
the market has not been long. When talking in October, 
we could already see the situation was not long. It is 
a balanced market situation and then producers have 
technical issues and unforeseen circumstances, which 
reduces production.”

There is still some optimism from buyers that fewer price 
hikes will be seen and some more stable supply conditions 
will prevail.

“There is some likelihood that 2019 is a switch to a buyers 
market as 2018 had so many turnarounds - and heavy ones 
too - in the US and Europe. So, from an availability point of 

view, 2019 will be much more relaxed and negotiations will 
be easier for buyers,” one major consumer said.

The feedstock cost is still something that sources are 
keeping an eye on.

N-butane demand is normally at its peak in the cold winter 
conditions, but given the milder temperatures seen in much 
of Europe, supply is balanced and prices have followed 
some of the downtrend on overall energy prices.

Global uncertainties also make it difficult for sources to be 
committed to a clear 2019 direction.

Demand-wise, consumption is not expected to grow much 
more than GDP for many sources, though there will be a 
shift in volumes for some sources given the mergers that 
have occurred.

In August, AOC and Aliancys announced the official 
creation of AOC Aliancys, a leading global supplier of 
polyester and vinyl ester resins and other material for the 
composites industry.

Maleic Anhydride Flake FD NWE Assessment Spot 4-6 Weeks Full 
Market Range (Mid)

Maleic Anhydride Liquid FD NWE Assessment Spot 4-6 Weeks Full 
Market Range (Mid)

EUROPE MA PRICES 

Jan-2017 Jan-2019

Source: ICIS



Copyright 2019 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.

back to contents ➔

In November, INEOS Enterprises announced plans to 
acquire the entire composites business from Ashland 
Global Holdings Inc, a deal  that is expected to be 
completed in the first half of 2019.

Early in December, INEOS Enterprises also completed 
its acquisition of US producer Flint Hills Resources. The 
new combined company known as INEOS Joliet will 
manufacture MA at its facility in Chicago, Illinois.

Following the Polynt/Reicchold merger in 2017, sources 
comment that suppliers that are not backward integrated 
into UPR’s are now in the minority.

Europe is essentially still reliant on imports, and while some 
product comes from the US, more is expected from Asia.

Asian material is on the water, but the arrival time of 
February does not allay some of the concerns certain 
players have for January availability.

Nevertheless, one supplier said: “Everything depends on 
demand and supply, as long as we are struggling in terms 
of production and Asia takes time to get here.

“If we are short [when demand picks up] a lot of consumers 
cry for help early on, then you have dilemma once [Asia 
product is] here.”

It remains to be seen when Polynt will lift force majeure, 
how demand will pan out for Q1 and how much Asian 
product finds its way onto the spot market.

Looking further ahead, SIBUR announced it has begun 
construction of its 45,000 tonne/year MA plant at Tobolsk, 
Russia. It will be the first MA production unit in Russia, as 
the country currently relies on imports and is due to come 
onstream in 2021.

Hungary’s MOL is also expected to be on the verge of 
announcing an increase in its nameplate capacity for 2021.

MA is mostly used in the manufacture of unsaturated 
polyesters resins (UPRs) used in the production of 
boat hulls, bathroom fixtures, automobiles, tanks and 
pipes. Other outlets include 1,4- butanediol (BDO), 
tetrahydrofuran (THF) and gamma-butyrolactone (GBL).
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INTERMEDIATES     
MELAMINE  

EUROPE MELAMINE MARKET POISED FOR UNCERTAINTY, INCREASED 
CHINESE COMPETITION  

BY KATHERINE SALE   JANUARY 2019

The European melamine market is poised for a year of 
economic uncertainty and continued increased competition 
from Chinese producers, as prices hit the top of the cycle in 
late 2018.

European melamine prices were on an upward trajectory 
from mid-2014, with strength in the economy and balanced-
to-snug supply contributing to firmer fundamentals.

However, improved supply, higher imports, and the general 
woes over the European economy damped sentiment for 
fourth-quarter pricing, leading to the first pricing drop in the 
melamine market for four years.

While some European sellers feel Chinese imports have 
“reached a peak” in 2018, competition is expected to 
remain in 2019.
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The global melamine market has been dominated by 
China in recent years, with environmental inspections in 
2016/2017 reducing Chinese production and tightening 
global supply.

While exports to Europe during that period were limited, 
linked to ongoing anti-dumping duties, it resulted in an 
increase in demand for European suppliers, as global 
buyers looked to alternative sources of supply.

Chinese production levels have increased in 2018, and 
with European prices continuing to rise, Chinese material 
became attractive once again, despite the existing anti-
dumping duties.

CHINA MELAMINE EXPORTS 2018

Source: ICIS

Top 10 export 
destinations

There has also been increased competition from Qatar 
toward the end of 2018, again highlighting the improved 
global supply/demand balance, with imports in Europe 
falling in recent years, leaving less sources of supply for 
local buyers.

Higher urea prices could provide upward pressure for 
Chinese producers because feedstock prices are a 
key factor for the country’s sellers, who lack integrated 
production facilities.

Export orders are traditionally strong for European sellers in 
the first-quarter, especially given relationships established 
in recent years.

However, while overseas demand is expected to start well in 
January, the European picture is clouded with uncertainty.

“I think people are expecting lower growth because of the 
uncertainty,” said one European producer.
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Melamine demand traditionally increases in line with the 
economy, with 80% consumed by the construction sector.

“You cannot expect the same level of growth that we have 
seen in the last few years forever. Growth is still growth, and it 
still means demand is at a high level,” the seller added.

It has been the high level of regional demand that has 
contributed to the balanced-to-snug supply in recent years.

Apart from plans for two new small melamine plants in 
Russia, scheduled to be online 2021 onwards, and a new 
plant in India coming online in 2019, no other changes to 
the global make-up are expected.

There are question marks over the sustainability of the 
levels of Chinese imports in Europe, with any change to 
environmental policy having the ability to completely shift 
global melamine dynamics.

With the end-user applications spread expected to remain 
steady for the foreseeable future, melamine growth will 
remain reliant on the strength in the economy.

MELAMINE CHINESE CASH MARGINS 

Source: ICIS

Threshold LineMelamine FOB China-Cash Cash(Ureax3)

Typically healthy 
producer margins

Typically unhealthy 
producer margins
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2019 could be a year of turbulence for the European 
chemical markets, and one of uncertainty for melamine 
after a golden age of growth.
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INTERMEDIATES     
METHYL METHACRYLATE (MMA)  

EUROPE MMA PLAYERS CAUTIOUS DESPITE IMPROVED RELIABILITY 

BY KATHERINE SALE  JANUARY 2019

European methyl methacrylate (MMA) players remain 
cautious for 2019, despite improved reliability and re-
balancing in global supply.

2018 was a tale of two halves, with the first dominated by 
global outages, and the second with the market turning as 
supply in Europe finally eased.

It has been a turbulent few years in the MMA market, with 
prices at historic highs globally at the start of 2018 after a 
series of planned/unplanned outages.

2018 for many was the calm after the storm, but it still had 
its moments – a long shutdown for Lucite International at 
Cassel, UK followed by a force majeure declaration in May, 
and Evonik running both of its German plants at reduced 
rates since October because of historically low river Rhine 
water levels.

There was no panic in 2018, with buyers heavily contracted 
with a wide number of suppliers, to reduce exposure to the 
spot market at times of outages.

Despite the easing of global supply constraints, and the 
widespread investment/maintenance that took place in 
2018, purchasers remain cautious for 2019, with outages of 
recent years still fresh in players’ minds.

“With the bad experiences we have had there is more of a 
tendency for contract rather than spot, even though we are 
not expecting issues,” said one buyer.

“People have learned and walked away from the spot 
market. There is more confidence in contracts,” added a 
second buyer.

RHINE WATER LEVELS (KAUB)

After recent years, European MMA buyers are experts at 
handling production issues, and were well prepared for the 
recent hiccups in the market.

“People have not forgotten about the big outages in 2017 
that will not change in 2019. Maybe after that when people 
have put 2017 to the background and become more 
opportunistic,” said one trader.

The shift in purchasing strategies is changing the market 
particularly for traders that have had to adapt and plan 
longer term, rather than operate in the short-term more 
opportunistic sphere.

“We move away from real trading and move towards 
distribution. We move closer to producers to know what 
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business we can expect and then customers know what to 
expect with us,” said one European trader.

Working closer with European producers is one strategy for 
re-sellers, while others are looking at establishing closer 
relationships with overseas sellers.

In order to do this and also to guarantee volumes will 
be available in Europe, investments in storage would be 
required, and this is another area that European re-sellers 
are looking into.

The work done by sellers to secure continued future 
business highlights the power shift in the market, with 
buyers starting 2019 on top.

While new capacity in the Middle East did not have the 
anticipated impact on global supply that was expected in 
2018, imports from Saudi did start to put pressure on spot 
prices in the second half of the year.

A lot of the volumes from the Saudi Methacrylate’s facility 
were used to support other global facilities during times 
of maintenance by Mitsubishi Chemical (MCC), with the 
producer well established as the world’s largest producer.

SABIC is the other part of the joint venture on the 250,000 
tonne/year facility, and is expected by the market to have a 
higher percentage of the output in 2019.

The joint venture is a 50:50 agreement, but the exact 
timings of that are confidential.

MMA prices are largely driven by supply and demand 
dynamics, with the increases of recent years far surpassing 
any feedstock changes.

Buyers have used every tool in their arsenal to drive down 
prices, from what was an historic and unsustainable level 
for the market.

Downstream margins were compressed from the increases 
in 2017, with concerns over profitability in both the plastics 
and coatings sectors, along with worries over longer-term 
damage to growth in the market.

Heavy industry de-stocking took place because of this, with 
some starting the exercise as early as June in anticipation 
of lower prices.
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This was a more extensive exercise for those in the plastics 
sector that were able to reduce inventory for expensive 
finished sheets.

Consumption remained restricted in the last quarter of the 
year, with hand-to-mouth buying prevailing, as purchasers 
held out for further pricing drops.

There are some questions marks over demand for 2019, 
given the pessimism and general uncertainty over the 
economic growth.

“The real question is what is happening and what is 
the underlying cause of the current low demand? Is it 
businesses working down stocks because people are 
expecting price decreases in the first quarter,” said one 
seller.

Many expect a clearer picture of underlying demand in the 
first quarter, with a strong uptick expected given the low 
stock positions for purchasers.

“We still plan growth in 2019, I believe February is the 
moment of truth to see how the market develops,” said one 
European producer.

There are a number of questions over demand in Asia, with 
levels softening to a greater extent than expected in the 
end of 2018.  Asia consumes approximately 58% of MMA 
globally, and as 2016 showed, has the ability to completely 
alter global dynamics.

A lot of the outlook for 2019 rides of the demand pick up in 
Asia for Lunar New Year.

“It is not written that MMA supply will be long or short. 

Even if demand in Europe is good, bad demand in Asia will 
lead to a weak market and lengthening supply,” said one 
producer.

Brexit will also have some impact on businesses in the 
MMA chain, with many preparing stocks in the fourth 
and first quarter, and looking at storage to deal with any 
expected logistical difficulties.

MMA traditionally grows by 3% globally, with higher 
demand for certain applications.

Coatings producers in the US have reported growth 
between 5.5-6%, with robust growth expected for the next 
five years.

There is also growth above GDP expected for the adhesive 
and automotive sector, despite a slowdown in growth 
observed for the latter in 2018.

Global MMA players await news on the sale of Evonik’s 
methacrylate business, with the mystery buyer expected to 
be announced in early 2019.

The impact of the sale on market remains unclear, but 
players are expecting a longer-term investment in the 
industry.

Longer-term sustainability of prices remain a key topic 
in the market, with complaints over downstream margins 
continuing at the start of 2019.

While buyers remain cautious, reliability is expected to be 
higher in 2019, with more uncertainties surrounding the 
demand picture than supply.
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INTERMEDIATES
MONOPROPYLENE GLYCOL (MPG)

EUROPE MPGI AVAILABILITY COULD BE IMPACTED BY UPSTREAM 
FACTORS, OTHER CONSIDERATIONS TOO 

BY HEIDI FINCH  JANUARY 2019

European mono propylene glycol industrial grade (MPGI) 
availability could be impacted by upstream constraints in 
2019, but there are other considerations.

Expected tightness in the upstream propylene oxide 
(PO) market – mainly due to a series of cracker and PO 
turnarounds in 2019 – could have a knock-on effect on 
MPGI availability.

“Supply should be relatively stable, although shortages of 
feedstock propylene oxide in Europe could cause some 
headaches for the MPG market again,” according to ICIS 
analysts Rhian O’Connor and Valentina Cherubin.

“[There are] no new capacities coming online in Europe but 
with the heavy PO turnaround schedule and tightness on 
PO, I would expect PG also to be tight [in 2019],” said one 
PO/MPG producer.

However, this view was not shared by all.

One main MPG buyer from the downstream unsaturated 
polyester resins (UPR) sector said it has sufficient MPG 
coverage for 2019, despite talk of expected PO tightness.

Availability of PO and in turn MPGI also depends on MPGI 
demand and other PO derivative performance.

There is some uncertainty at the end of 2018 as to when 
demand from the main downstream PO derivative polyols 
market is likely to pick up.

If polyols activity were to remain muted then this could 
provide some PO supply flexibility for other derivatives such 
as MPGI.

US/China trade tensions could also have repercussions on 
MPGI availability in Europe in 2019, but a lot will depend 
on the outcome of trade discussions between these two 
nations.

If the temporary trade truce between the US and China 
as of the first half of December were to curb the tariff 
escalation for chemicals on the third round of tariffs 
list, of which MPG is included, then increased arbitrage 

possibilities from China to Europe are less likely in this 
respect.

However,  if the tensions between the two nations were to 
escalate again, then this could mean a lot of MPG volume 
in China would need to find a home and Europe could be a 
prime destination.

“The Chinese economy is more suffering out of this [the 
trade tensions] than the US,  I really believe this will have 
long term effects and this may have an arbitrage effect to 
Europe.” said one European MPG producer.

While not all players can accept MPG material from China, 
this very much depends on application and other factors, 
a possible influx in imports from China into Europe could 
increase MPG availability in Europe in 2019.

And this in turn could help mitigate any possible upstream 
related tightness for MPGI.

MPGI demand, by contrast, is subject to less variables, 
with economic and seasonal factors likely to be the main 
drivers.

Despite an economic slowdown during 2018, MPGI 
demand is expected to continue to grow in 2019, albeit 
moderately.

Source: ICIS

MPG FD NWE-Propylene FD NWE
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“MPG demand will continue to grow in Europe at 
around 1.6% in 2019, roughly in line with GDP. Growth 
should continue for UPR, and for cosmetics, food and 
pharmaceutical applications,” according to ICIS Analysts 
Rhian O’Connor and Valentina Cherubin.

Aside from economic factors, MPGI demand for certain 
sectors is affected by seasonality to some extent.

The MPGI market sentiment in 2019 could also be affected 
by upstream price developments and margin considerations 
from 2018, following a narrowing in the spread between 
MPGI and upstream propylene during 2018. However, 
market factors are likely to be the main driver.
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INTERMEDIATES
SODA ASH

EUROPEAN SODA ASH COULD BE BUOYED BY EVS WAVE, ANTI-
PLASTIC SENTIMENT 

BY CIARAN TYLER  JANUARY 2019

Firm demand and balanced-to-tight supply are expected to 
continue through 2019 in the European soda ash market, 
with growth in certain regions and sectors anticipated to 
remain strong with little supply relief.

Dynamics in the European soda ash market in 2018 were 
somewhat unexpected.

Many participants in late 2017 anticipated availability to 
lengthen substantially in 2018 due to the ramping up of a 
Kazan Soda Elektrik’s 2.5 million tonnes/year soda ash 
facility in Turkey and 2018 prices fell in Europe because of 
this expectation.

However, a combination of delays to the ramping up of 
the fifth and final line at the site, that eventually started 
up in September and material produced at the plant being 
exported to Asia and regions other than Europe, meant that 
supply did not lengthen in the European material as much 
as some expected.

Adding to this, tightening availability in Asia in part due to 
environmental regulations in China slowing or forcing to 
a halt some soda ash facilities in that country and firming 
demand in most regions of the world, led to the global 
market becoming tighter in H1 2018.

2019 prices are now likely to rise as no new capacity is 
expected to ramp up and influence European dynamics and 
strong demand shows little sign of stopping.

Some sellers expect demand to rise in central and eastern 
Europe to lead the way as new glass manufacturing lines 
are set to ramp up.

According to one producer, recent directives by the EU 
aimed at tackling plastic waste and pollution could support 
the market if some business are pressured to switch to 
glass containers and other glass products rather than 
difficult to recycle plastic ones.

“Fashion of glass is going up...glass bottles are again 
coming to the tables [and] glass is easy to recycle. [The] 
EU is fighting with plastics: legislation is supporting glass 
packaging,” a producer commented.

Glass containers and bottle manufacturing in Europe 
account for a large portion of the market and any incentives 
that favour these markets are likely to be felt by sellers of 
soda ash.

A second producer said growing buying appetite is also 
likely to come from the lithium production sector.

Lithium batteries are one of the largest consumers of 
lithium and some large lithium production processes require 
around half a tonne of soda ash to make lithium carbonate, 
a key precursor for lithium batteries.

“Soda ash consumption [related to] lithium production will 
reach over 60 kilo tonnes by 2020 [and] 120 kilo tonnes by 
2025,” the producer commented.

Electric car batteries are expected to be a major driver of 
such production.

Soda ash is also used in the manufacturing of flat glass for 
car windows and the expected new surge of autonomous 
vehicles and electric vehicles, could also begin consume 
more soda ash by late 2019, adding to the bullish 
sentiment.
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Soda ash capacity is expected to improve in the longer 
term. Turkish-headquartered Yildirim Holding is planning 
to begin construction of a new 400,000 tonne/year plant in 
Kazakhstan in late 2019.

However, some participants in Europe anticipate that 
construction will not be completed until much later, as it 
can take multiple years to get a plant up and running after 
construction actually begins.

Furthermore, soda ash availability is expected to improve in 
India with new capacity anticipated to ramp up.

However, according to one producer in Europe, the market 
in India is very tight currently and the capacity expansion 

is primarily for the local market and unlikely to shift global 
fundamentals.

Supply in key regions such as Asia could well tighten in 
the future if environmental regulation in China continue to 
restrict output during certain quarters. This could have an 
indirect impact on European availability, with potentially 
less material for buyers to import in if supply in Europe 
does tighten.

With demand anticipated to continue to firm and supply 
not likely to increase in the short term, only the risk to 
the market is from macro-economic factors such as a 
worsening of the US-China trade war and the indirect 
impact on Europe from the possibility of a no-deal Brexit.
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INTERMEDIATES
TITANIUM DIOXIDE (TIO2)

EUROPE TIO2 BEARISH FOR Q1, MIXED VIEWS FOR REST OF 2019  

BY HEIDI FINCH  JANUARY 2019

The low season could continue to weigh on sentiment in 
the European titanium dioxide (TiO2) market in the first 
quarter of 2019, although views diverge about the rest of 
the year.

Price falls similar to those in the fourth quarter of 2018 
could continue in the first quarter of 2019 if demand 
remains muted for seasonal and economic reasons, while 
material remains abundant.

Other players, however, said that price falls like those 
posted in 2018 are unlikely during the first quarter, even 
suggesting that they could remain stable.

They attributed this to some possible TiO2 production 
adjustment to mitigate any supply length and some longer-
term contract agreements such as Chemours’ so-called 
value stabilisation program (VSP), in contrast to the 
traditional quarterly contract model.

Aside from this, any downside in European TiO2 prices 
is likely to be capped by the economics behind attracting 
Chinese imports to Europe, according to financial analysts.

Imports ex China into Europe were higher in the first half of 
2018 compared to the second half of 2018 (see Eurostat 
graph below), possibly because of price falls in Europe in 
the third and fourth quarters of 2018, among other factors.

Despite this, there are some signs that Chinese imports 
are still likely to be prevalent in Europe in 2019, taking into 
account Lomon Billions’ expected additional capacity and 
the precarious China-US trade relationship.

Views are more mixed about possible market direction 
beyond the first quarter of 2019.

HIGHER PRICES
In the second or third quarters of 2019, some players 
expect TiO2 prices in Europe to stabilise, if not move 
up due to capacity and supply conditions, as well as 
feedstock- and season-related reasons.

The delayed start-up of the new titanium slag smelter in 
the Middle East to the second half of 2019, among other 
feedstock considerations, could affect the TiO2 market in 
2019.

“The feedstocks could change everything in Q2. There are 
a lot of problems with feedstock,” said one trader.

“It could be a problem when demand picks up [in the 
second quarter].”

Some selling and financial analyst sources also suggested 
that the lack of new significant capacity additions in the 
short- to mid-term could mean that supply is unlikely to 
keep pace with what they view as growing TiO2 demand.

The expected high season pick-up during the spring could 
also pull on supply, and lead to some price pressure in the 
second quarter of 2019.

However, this view was not shared by all.

Some buying and trading sources said that existing supply 
is likely to be sufficient to meet demand in 2019, particularly 
if demand remains moderate amid a more cautious 
economic climate.

If demand is adversely impacted by these factors in 2019, 
then this could pressure prices down in 2019, according to 
some players.

“2019 will be challenging, in my opinion. I don’t see a 

EUROPEAN TIO2 IMPORTS FROM US AND CHINA 
2017-2018

China
Mexico
United 
States
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bullish market, I don’t see things picking up,” said one main 
TiO2 buyer in Europe.

The European Commission’s pending decision on whether 
TiO2 is classified as a category 2 carcinogen when inhaled 
also remains a consideration, potentially affecting demand.

Whether Tronox’s proposed acquisition of Cristal’s TiO2 
business goes ahead or not remained unclear at the time of 
writing.

However, was the transaction to go ahead, it would mean 
some changes in the seller landscape and ownership of 
certain assets.

2019 is likely to be an interesting year for the TiO2 industry 
in Europe as global factors at play, amid increased price 
volatility, present a very different picture to that seen in over 
previous years.
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INTERMEDIATES
VINYL ACETATE MONOMER (VAM)

EUROPEAN VAM MARKET TO BE ADEQUATELY SUPPLIED

BY PETER GERRARD  JANUARY 2019

Conditions in the European vinyl acetate monomer (VAM) 
market at the end of 2018 are unlikely to disappear in early 
2019, meaning that the market will continue to be well 
supplied, moving into the New Year.

Demand will likely be subdued in the opening months of the 
year on the back of seasonal factors.

There is plenty of anecdotal evidence that most converters 
decided to run down their stocks in December. Again, this is 
far from abnormal, as these companies strive to enter the New 
Year with working capital in an ostensibly healthy condition.

An additional factor is the suspension of EU import duties. 
Although no official announcement had been made as late 
as mid-December, the market is expecting a renewal of the 
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350,000 tonne quota of imports exempt from the 5.5% tariff.

The duty suspension is by now anticipated on both sides 
of the market, and producers are likely to adopt tactics that 
minimise the pressure to pass on the saving to customers.

Nevertheless, unless the market were tighter than appears 
to be the case at the end of 2018, buyers will in a position 
to abstain from early purchases, in order to gain some 
leverage on prices.

This potential leverage resulting from the duty suspension 
is short-lived. The suspension is a one-off cost cut and 
importers know that the quota is sufficient to last almost to 
mid-year.

Around that time, the volume of imports and available 
supply is likely to surge, but that will also be foreseen and 
therefore may not have more than a minor effect on values.

It is now more than a year since INEOS announced that it 
intends to open a 300,000 tonne/year facility somewhere in 
Europe, scheduled to come onstream in 2020.

The company failed to inform the market in 2018 where 
the new plant will be sited, but it is believed that the project 
will still move on from the planning stage, even though the 

location decision has been deferred.

Before that, Celanese will have increased its capacity 
by some 150,000 tonnes in Clear Lake, Texas. While 
additional capacity in another region of the world need not 
have the same impact on the European market as a new 
venture producing within the continent, any effect on supply 
will be felt in 2019.

It is not presently known whether the INEOS plant will be 
constructed in the UK or elsewhere.

In March 2019, the country is expected to exit the EU and 
it is therefore unclear whether its output will be subject to 
import tariffs once it starts to sell to European consumers.

Brexit is one of the unresolved issues clouding visibility 
over the next twelve months, another being the 
unpredictable path the US-China trade dispute takes.

Some market participants are decidedly gloomy about 
the prospects for the economic background in 2019, 
although others believe that concerns are over-stated 
and that less rapid growth is a more probable outcome 
than a recession, allowing for potential challenging times 
in specific areas such as the automotive industry and 
EVA sector.
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BY NEL WEDDLE  JANUARY 2019

Uncertainty has already become the byword of the 
global petrochemicals market in 2019, much as “cautious 
optimism” rang out from every European corner in the last 
couple of years when low oil boosted the region’s fortunes.

Not one European butadiene (BD) market player 
canvassed over recent weeks has failed to mention the 
word in relation to their expectations regarding market 
conditions throughout 2019.

This is not surprising, since they already experienced the 
negative effects of the US-China trade war on demand 
levels for both Europe’s BD and BD derivatives themselves 
during the latter part of 2018.

Uncertainty on demand leads to uncertainty over the supply 
as well as over demand balances and, subsequently, over 
pricing. Players are predicting a challenging year ahead.

Sentiment had been gradually getting more bearish as 
2018 drew to a close.

The year-end is typically a period of lower demand among 
domestic consumers, but usually there is at least the 
prospect of heightened demand for export in December 
from Asian buyers keen to procure volumes ahead of the 
Lunar New Year.

However, demand remained subdued at the end of 2018 
and, a couple of weeks into 2019, there are no signs of a 
change in sentiment.

“We are already talking about March deliveries for Asia, yet 
no signs of improvement,” a source said.

HEAVY TURNAROUND SCHEDULE 
However, European BD supplies are likely to be 
constrained at least during the first half of 2019, either as 
a function of the fairly heavy cracker turnaround schedule 
limiting crude C4 (CC4) feedstock or as some BD units will 
be offline too.

OLEFINS  
BUTADIENE  

EUROPE BD PLAYERS BRACE FOR UNCERTAIN YEAR, MAINTENANCES COULD 
MITIGATE TRADE TENSIONS

European BD is structurally long and, for now at least, most 
sources expect spot availability to be very much reduced 
during the second quarter of 2019 when the bulk of the 
turnarounds are under way.

“We can expect to see less spot volume available in April, 
May and June, with both contract and spot prices up,” a 
second source said.

But unless there is a favourable outcome following the 
US-China trade talks, the European balance may not be as 
tight as some expect: the turnarounds will allow suppliers to 
be restrictive on volumes, and consequently on prices.

However, some players caution against European prices 
out of line with those on the global market should Asia in 
particular remain sluggish.

“Consumption in Europe is OK, and there are expansions 
too, but some of that volume needs to be exported as well,” 
a third source said.

TIGHT H1 TURNS LONG IN H2
Players expect a longer market during the second half of 
2019. While there will be the autumn maintenance slate 
to contend with, this will be mitigated by the planned 
shutdown of a major consuming unit for five days from 
September.

SCHEDULED TAR 2019*

Company Location Timing

Petrochina Huabei 300 Q1 2019

Dow Boehlen May-June

INEOS Dormagen March-April

Shell Moerdijk April-June

BASF Antwerp May-June

Evonik Marl Aug-Oct

BASF Ludwigshafen 1 Autumn

REPSOL Tarragona Autumn

SABIC Geleen 4 Sep-Oct

*according to market sources, may not be confirmed by the company
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“[This will be where] the demand side decreases more than 
the supply side, leaving some extra spot material on the 
table and consequently leading to lower spot prices,” the 
second source said.

From a longer-term point of view, and putting the US-China 
tariff war uncertainty aside, sources sad there will be greater 
supply ex US and China moving through 2019 and into 
2020, potentially impacting on the need for European BD.

In the US, increased BD is expected from new cracker 
start-ups which, even coming from ethane-based crackers, 
which produce the least CC4, will make for a more 
balanced market in the region going forward.

The US’ traditional position has been tight on BD supply 
amid limitations on CC4 and structural BD and CC4 exports 
destined to the US have been decreasing as new crackers 
started to come online.

Players expect less requirement for European volumes, 
but at the same time this could mean more opportunity for 
exports which could displace European volumes.

So far, the volumes exported to Asia have been limited.

In China, domestic capacity will grow. According to ICIS 
data, China will post a  10% increase in capacity over 2019, 
around 370,000 tonnes of BD.

There were some exports in July and August 2018 and, 
while there are the usual questions about start-up delays 
or low operating rates, among others, several European 
sources do expect exports from China to grow.

At least one European domestic BD consumer is bearing 
the growth in other areas in mind.

“We are planning to shorten our contracts [volumes] from 
2020 in anticipation of improving availability,” it said.

For 2019 though, the focus is on managing the supply 
constraints amid a great deal of uncertainty over 
downstream demand.
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BY NEL WEDDLE  JANUARY 2019

Players in Europe’s ethylene and propylene market are 
contemplating this year’s potential challenges from a 
pragmatic viewpoint after high expectations for 2018 were 
truncated by external, unpredictable factors.

Key for 2019 will be cracker maintenances for several 
producers, and the way the market deals with them.

Another factor to look out for will be the trade war between 
the US and China, as the implications will not only affect 
those two countries but also the rest of the world.

Market optimism for 2018 came on the back of prevailing 
factors during 2016 and 2017, with players expecting that 
low crude oil prices, healthy demand, improved product 
margins and increased flexibility in cracker operations 
would put olefins in a ‘good enough’ position to weather the 
challenges.

At the start of 2018, most sources only mentioned new 
polyethylene (PE) capacities in the US as a looming 
challenge.

However, 2018 turned out to be a lot more problematic than 
expected.

First, and most important from a long-term perspective, the 
US-China trade war has led to increased uncertainty for 

downstream players as it could greatly dent final demand.

Second, and more local, the hot summer and historically 
low water levels on the River Rhine in combination with 
cracker outages, left flows in the ARG pipeline reduced for 
a period and caused the ethylene and propylene markets to 
become heavily fragmented.

Sellers dealt with great length in coastal regions and 
significant discounts against the prevailing contract 
reference price, particularly on ethylene, were posted in 
order to try and move excess volumes.

MAINTENANCE CRUNCH 
Now that water levels on the Rhine have improved and 
flows are returning to normal, players can afford to spend a 
little more time looking forward.

Key for Europe is the cracker maintenance schedule in 
2019, with a big crunch expected in spring (April-June) and 
an equally sizeable crunch in autumn (October-December).

Whatever happens in terms of global derivatives demand, 
this will undoubtedly constrain European ethylene and 
propylene supply, and either offset soft global market.

However, the 2019 maintenance season has been a topic 
high on the agenda for the last 12 months, meaning that 

OLEFINS  
ETHYLENE/PROPYLENE  

EUROPE OLEFINS PRAGMATIC FOR 2019 AS TURNAROUNDS, WORLD EVENTS 
DICTATE CAUTION

ETHYLENE PROPYLENE SPOT VS CP COMPARISON 
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PLANNED TURNAROUNDS 2019 SCHEDULED CRACKER 
MAINTENANCE*

Company Location
Duration 
(weeks)

Timing

Dow Boehlen 6 May-June

Versalis Priolo 6 Spring

Shell Moerdijk 8 April-June

BASF Antwerp 6,8 May-June

BPRP Gelsenkirchen 3 6 end Aug-mid Oct

BASF Ludwigshafen 1 5 Aug-Sep

Repsol Tarragona 6,7 Oct-Nov

SABIC Geleen 4 6 Sep-Oct

Dow Terneuzen 1 6 Sep-Oct

LyondellBasell Wesseling 4 n/a Sep-Oct

INEOS Grangemouth n/a H2 2019

* according to sources, may not be confirmed by companies
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preparations to cover the missing volumes have been 
under way for some time.

Throughout the course of 2018, and certainly in the first half 
of the year, there was much concern over gaps in supply - 
particularly on propylene - that needed to be filled.

However, there has been a notable change in sentiment in 
the past couple of months.

It is not so much that there are no gaps left to be filled, but 
there appears to be more confidence among players that it 
will not be as difficult to access alternative volumes, should 
they be required.

Sources said the change in sentiment was down to 
uncertainty about the impact of the US-China trade war 
on global demand levels together with an optimisation of 
derivative production in Europe - in terms of timing and 
duration of planned derivative maintenances.

Ethylene in Europe is long on a structural basis, and 
therefore the market continues to see structural exports 
and the heightened need to export spot volumes whenever 
something unexpected impacts on the operations of 
consuming units.

This was the situation in April and May 2018, when 
therewas an unprecedented level of exports, a 
phenomenon more common at year end.

While few doubt that ethylene supply will be constrained 

Moreover, there is still the impact of new PE capacities 
from the US to consider, the magnitude of which will 
depend heavily on whether and how the US and China sort 
out their tariff differences.

PROPYLENE: HEALTHIER OUTLOOK
Propylene, on the other hand, is a different matter: the 
underlying fundamentals are still relatively healthy in 
termsof bottom-line demand.

Light feedstock slates meant that propylene output was 
in a structurally tighter position in 2018, but both supply 
and demand were heavily impacted by water levels on the 
Rhine.

As mentioned above, several sources are still reporting 
some supply gaps in coverage, although they appear to 
be more relaxed than before. It seems that this was also 
down to the efforts and discussions surrounding potential 
volumes from the US and from Ruwais in the Middle East, 
as well as from Asia.

US volumes were expected to have made more of a 
difference to Europe’s balances in 2018, but a combination 
of production upsets, high US spot pricing and strong 
regional demand kept these volumes away.

However, there has been a lot of talk about commitments 
made on a structural basis for incoming volumes, although 
details remain vague.

Given its position as a by-product of the cracking process, 
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in 2019, or possibly be short if there are restart delays or 
other unexpected outages during the TAR season, there 
does not appear to be any real concern that there will be no 
availability at all.
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propylene will still, to a certain extent, be at the mercy of 
developments in the ethylene market.

Poor ethylene conditions could lead to reductions in cracker 
operating rates and a further constraint on propylene 
supply.

With the ethylene and propylene markets continuing to 
diverge, this could turn the ethylene-propylene ratio on its 
head. Such a situation was considered to be a possibility 
in 2018 had the Rhine not disrupted supply and demand 
fundamentals so massively in the second half of the year.

ETHYLENE LONG IN Q1
Ethylene is expected to remain on the long side, at least 
until the turnarounds get under way in the spring.

Some propylene length as a result of the Rhine disruptions 
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needs to be worked through, with sources saying that it is 
still likely to be apparent in January. How fast it takes will 
depend on demand, although quite a few sources expect 
a strong start to the year as derivatives stocks are rebuilt 
ahead of the turnarounds.

“There is a lot of catching up to do,” a source said.

The planned turnarounds should keep ethylene on an even 
keel, but put propylene in a tighter position. However, much 
will depend on the outcome of the tariff war - while the 
conflict may be between the US and China, its ramifications 
will be felt across the rest of the world in 2019.

“We do what we can. We do our best to optimise as much 
as we can [but] there are things we cannot control: it will be 
business as usual in 2019,” a second source said.

https://www.icis.com/explore/enquiry-petrochemicals-analytics-tools/?channel=chemicals&commodity=olefins/?cmpid=ILC|CHEM|CHCOM-2019-01-EuropeGlobalOutlooks_pricing&sfid=7012X000001WQaA
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https://www.icis.com/explore/contact/request-free-trial-icis-news/?cmpid=ILC|CHEM|CHCOM-2019-01-EuropeGlobalOutlooks_news&sfid=7012X000001WQaK 
https://www.icis.com/explore/services/specialist-services/?cmpid=ILC|CHEM|CHCOM-2019-01-EuropeGlobalOutlooks_specialistservices&sfid=7012X000001WQaF 
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BY SAMANTHA WRIGHT   JANUARY 2019

OLEOCHEMICALS & SURFACTANTS   
BIODIESEL  

EUROPE BIODIESEL FORTUNES UNCLEAR ON ANTI-SUBSIDY, UPSTREAM 
CONSTRAINTS  

New anti-subsidy duties and upstream supply constraints are 
muddying the waters for European biodiesel supply in 2019.

The European Commission - the EU’s executive body - 
announced in December it planned to place anti-subsidy 
duties on Argentine biodiesel following an investigation.

Proposed duties will range from 25-33%, depending on 
the company, but require approval from EU member states 
before they can be finalised.

A spokesperson for the European Commission said at 
the end of 2018 that the Commission will have concluded 
the procedure and implemented any duties by the end of 
February.

The case was launched at the beginning of 2018, with a 
deadline of October for preliminary duties to be enforced.

No preliminary duties were implemented, which had 
originally led European players to fear that no final duties 
would be enforced in 2019.

Expectations are that Argentine soybean methyl ester 
(SME) imports into the EU will drop in January in 
preparation for the possible implementation of the duties.

The proposed duties are set to ease fears of tightness in the 
European rapeseed methyl ester (RME) market in 2019.

RME production was anticipated to be cut in the second 
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and third quarters of 2019 due to large volumes of 
competitively priced Argentine SME expected to arrive into 
the EU.

A significant increase of imports in 2018 led to severe 
production cuts of RME production in the region.

Imports into Europe particularly hit the RME market in 
the summer months when cheaper alternatives to RME - 
including SME - are preferred.

RME is typically used more in the winter months due to its 
low cold filter plugging point (CFPP).

The Commission also launched an anti-subsidy case 
against Indonesian biodiesel in December 2018, with a 
conclusion expected within 13 months. 

Despite the proposed duties easing concerns over 
availability, constraints in the upstream rapeseed market 
are still set to apply pressure to RME stocks.

A low rapeseed crop at the end of 2018 means limited 
supply of the seed will be available for biodiesel crushing, 

particularly given the high demand for rapeseed oil from the 
food sector in Europe.

There is also talk of lower rapeseed planting for the 2019 
crop, due mostly to unexpected weather conditions in 
recent months.

The impact of low water levels on the Rhine River in 
Germany is unclear for 2019.

Biodiesel players expected ongoing issues getting material 
across the river to continue into spring, but water levels 
were recovering faster than expected at the end of 2018.

Most plants were set to be back at full capacity by January 
2019.

These contrasting factors are leaving players cautious of 
availability for 2019.

Though most remain hopeful that the expected decrease 
in imports will bolster RME demand enough to keep 
production rates at high levels, provided rapeseed supply 
allows for this.

Request a demo

Find out moreRequest a trial

INDUSTRY NEWS 
Our extensive global network of local experts report breaking 
news stories, covering chemical markets and events influencing 
commodity prices and affecting your daily business decisions. 
Stay fully informed and support your planning with: 

• Real-time, round-the-clock news 
•  Market analysis and the likely impact on your markets 
• Production and force majeure news

SPECIALIST SERVICES 
The global team of ICIS experts brings 
extensive knowledge of the industry 
sectors through specialised training, 
industry conferences and bespoke 
consultancy, enabling you to: 

•  Expand your knowledge to navigate 
complex markets more confidently 

•  Get the latest views and insights into 
current issues from selected experts 

•  Receive tailored advice and guidance to 
address your company’s key challenges

SUPPLY & DEMAND DATABASE 
Receive end-to-end perspectives across the global 
petrochemical supply chain for over 100 petrochemical 
commodities, across 160 countries, with historical and 
projections from 1978 to 2040. The database enables you to: 

•  Put the local or regional scenario in a global context to  
support your planning 

•  Validate commercial and growth strategies 

ICIS offers a unique combination of 
analytics tools, pricing data and market 
information for over 180 commodities, 
across all key regions, designed to help 
you navigate and optimise opportunities in 
an ever-changing market, making complex 
analytics simple for you to: 

•  Spot opportunities, minimise risk and 
pre-empt competition

•  Shape future strategies and expand 
your opportunities

•  Maintain a competitive advantage 
and negotiate better prices with other 
market players 

Analytics tools for the petrochemical 
market include: 

✓ Live Disruptions Tracker: Supply
✓ Live Disruptions Tracker: Impact
✓ Price Drivers Analytics
✓ Price Optimisation Analytics
✓ Margin Analytics
✓ Supply & Demand Outlooks

Critical market data, tools & expertise

Find out more

PRICING AND ANALYTICS SOLUTIONS

https://www.icis.com/explore/enquiry-petrochemicals-analytics-tools/?channel=chemicals&commodity=biodiesel/?cmpid=ILC|CHEM|CHCOM-2019-01-EuropeGlobalOutlooks_pricing&sfid=7012X000001WQaA   
https://www.icis.com/explore/services/analytics/supply-demand-data/?cmpid=ILC|CHEM|CHCOM-2019-01-EuropeGlobalOutlooks_sddatabase&sfid=7012X000001WQaP 
https://www.icis.com/explore/contact/request-free-trial-icis-news/?cmpid=ILC|CHEM|CHCOM-2019-01-EuropeGlobalOutlooks_news&sfid=7012X000001WQaK 
https://www.icis.com/explore/services/specialist-services/?cmpid=ILC|CHEM|CHCOM-2019-01-EuropeGlobalOutlooks_specialistservices&sfid=7012X000001WQaF 


Copyright 2019 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.

back to contents ➔

BY SAMANTHA WRIGHT  JANUARY 2019

The outlook for European fatty acids and fatty alcohols 
market growth is heavily dependent on macroeconomic 
factors for 2019, with potential lower automotive demand 
haunting the fatty acids market.

Production issues continue to mar the outlook for fatty 
alcohols availability.

FATTY ACIDS
While demand from the automotive industry is expected 
lower in 2019, other fatty acids end markets are forecast to 
post a relatively stable demand outlook, like the home and 
personal care industries.

However, there are some concerns over buying interest 
during 2019 for downstream resins and coatings.

The automotive industry is bracing for a drop in demand due 
to changing regulations and economic factors, which would 
drive down buying interest for both coatings and resins.

Passenger car demand in the EU fell 8% in November 
month on month, continuing the downwards trend posted in 
the second half of 2018.

OLEOCHEMICALS & SURFACTANTS   
FATTY ALCOHOLS  

EUROPE FATTY ACIDS, FATTY ALCOHOLS DEMAND DEPENDENT ON POTENTIAL 
LOWER ECONOMIC GROWTH   

STEARIC AND OLEIC ACID EUROPEAN IMPORTS

Oleic acid
Stearic acid

Source: Eurostat
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Political uncertainty is muddying the outlook for 2019, with 
demand possibly set to be hit by cautious players.

However, some market participants are hopeful that a 
healthy number of bookings for the first quarter is indicative 
that buying interest remains strong.

https://www.icis.com/explore/enquiry-petrochemicals-analytics-tools/?channel=chemicals&commodity=fattyacids/?cmpid=ILC|CHEM|CHCOM-2019-01-EuropeGlobalOutlooks_pricing&sfid=7012X000001WQaA  
https://www.icis.com/explore/services/specialist-services/?cmpid=ILC|CHEM|CHCOM-2019-01-EuropeGlobalOutlooks_specialistservices&sfid=7012X000001WQaF 
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Healthy imports of fatty acids are expected for 2019, 
though imports do fluctuate heavily from month to month 
dependent on trade in other regions.

FATTY ALCOHOLS
The European fatty alcohols growth outlook for 2019 is also 
heavily dependent on economic factors, as the important 
downstream surfactants market is largely driven by the 
global economy’s trends.

The downstream ethoxylates market is anticipated to 
be fairly calm in the first quarter of 2019, while cracker 
maintenances planned for the second quarter are expected 
to tighten availability.

This is likely to push up fatty alcohols demand as players 
strive to recover from shortages.

Ethoxylates are a type of surfactant produced by combining 
fatty alcohols with ethylene oxide (EO).

There are some fears that an economic downturn is on the 
way in 2019, which would typically drive down demand for 

several products, including surfactants.

Current fatty alcohol production issues in the region are 
expected to continue for at least the first quarter of 2019, 
with some problems to continue until the fourth quarter.

At least two force majeures were in place at fatty alcohols 
plants in Europe during the fourth quarter of 2018, 
according to sources.

A force majeure at Shell’s Stanlow, UK, synthetic fatty 
alcohols plant is likely to remain in place until the fourth 
quarter of 2019.

The company had not responded to a request for comment 
at the time of writing.

Moreover, at least one plant is expected to enter into a 
planned maintenance in the first quarter.

While there is still uncertainty over fatty alcohols demand 
levels for 2019, most players are bracing for tightness, 
particularly in the first quarter.
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OLEOCHEMICALS & SURFACTANTS   
GLYCERINE  

COSMETIC INDUSTRY GROWTH SET TO BOLSTER EUROPE GLYCERINE DEMAND   

European glycerine demand looks likely to remain at 
healthy levels for 2019, while possible supply levels are 
murky amid upstream tightness and changing regulations.

Demand forecasts for 2019 are strong, according to market 
players.

Consumption from participants in the pharmaceutical 
industry is set to continue at stable levels.

Buying interest from the cosmetics and personal care 
industries are anticipated to rise in 2019, dependent largely 
on the global economy.

There has been a rise of long term contracts for 2019, with 

annual and first-half contracts starting to become more 
popular than quarterly contracts.

This is mainly due to uncertainty over pricing in the past 
few years, with fluctuating supply levels pressuring prices in 
both directions in 2017-2018.

Supply of pharmaceutical grade material could be tighter in 
2019, particularly material that is purely rapeseed based.

Supply constraints in the upstream rapeseed methyl ester 
(RME) market are throwing availability of rapeseed-derived 
material in to question.

A small rapeseed crop at the end of 2018 means lower 
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supply of the seed will be available for biodiesel crushing.

Decreased levels of rapeseed planting for the 2019 crop 
are also said to be planned, due mainly to unexpected 
weather conditions in recent months.

Though a possible drop in imports of Argentine soybean 
methyl ester (SME), expected in 2019, may bolster RME 
production rates.

The European Commission - the EU’s executive body - 
announced in December it planned to place anti-subsidy 
duties on SME imports from Argentina in 2019.

Proposed duties will range from 25-33%, depending on 
the company, though approval is needed from EU member 
states before duties can be finalised.

The final decision and implementation of any duties is 
expected by the end of February.

RME typically loses demand to cheaper alternatives 
including SME during the summer, when its low cold filter 
plugging point (CFPP) is not required.

Lower imports may see a rise in buying interest for RME 
during the summer months, which could lead producers to 
run the biodiesel grade at higher rates.

As a result, glycerine supply in the next year could actually 
be generally healthy, as long as rapeseed availability allows 
for strong biodiesel production.

There has been talk that imports of palm-based 
pharmaceutical grade glycerine are expected to increase in 
2019.

But market players are unsure how much this will actually 
impact the European market.

This is due to a steady move away from palm-based 
material in recent years in the region, particularly for use in 
cosmetics and personal care applications.

As a result, while there are upstream concerns for 2019, 
players are generally optimistic that supply will be ample 
enough to cover demand during the year.
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BY PAVLE POPOVIC  JANUARY 2019

 PHENOLICS
ACETONE & PHENOL

EUROPE ACETONE, PHENOL MARKETS BACK TO NORMAL SOON WITH 
UNCERTAINTY APPROACHING

It is most likely back to ‘normal’ for the European acetone 
and phenol markets at the start of 2019 following 
production issues in the fourth quarter of 2018.

However, it is beyond these first few months that 
uncertainty begins to pick up, at least in the phenol market.

Availability issues for both products arose after Swiss-
headquartered seller INEOS Phenol declared a force majeure 
at the end of October at its Gladbeck and Antwerp plants.

This led to a large supply gap as capacity at the Gladbeck 
facility is 405,000 tonnes/year for acetone as well as 
650,000 tonnes/year for phenol, with Antwerp at 500,000 
tonnes/year for the former product and 680,000 tonnes/
year for the latter.

These sites, which represent around half of European 
capacity for each product, were operating at reduced rates 
due to feedstock cumene supply difficulties as well as low 
river Rhine water levels.

But, by the end of 2018 these conditions were beginning 
to reverse and this led to expectations among sources of 
increased availability for acetone as well as phenol in the 
new year.

“Feedstock cumene is getting more available. Water levels 
in the Rhine are getting better,” said an acetone reseller.

“So, gradually the machine will start grinding again...that 
means that phenol production will be jacked up again. So, 
acetone will become more available.”

But, it is the definition of ‘normal’ that is key for the future of 
these markets.

Acetone was lengthy for most of 2018 and phenol was tight 
with opposing demand for both products.

Most market participants accept that this has become the 
structural norm and more phenol quarterly adder contracts 
were agreed for 2019 in preparation for these dynamics 
continuing.

Fundamentals may subsequently revert back to high 
availability for acetone and lack of product for phenol once 
production issues fully resolve.

Nonetheless, discussions among participants have begun 
to centre around when these conditions could reverse with 
the phenol market particularly looking at the second quarter 
as a period of change.

Sources argued that the softer Asian phenol spot trend in 
the fourth quarter could lead to imports and that general 
weak macroeconomic conditions at the end of 2018 may 
eventually result in a dampening of global demand.

Consumers were also prepared to look to alternatives 
where they could for phenol spot or contractual volumes by 
considering imports on a structural basis.

“It may well be that if there is a structural change...some 
of the customers will then, if their contract allows...shift 
volumes to imported material,” said a seller.

The acetone market will be watching future phenol contract 
fee talks eagerly and will keep an eye on Asian price 
movements too.

This is as a softer trend in the Asian acetone spot market in 
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the fourth quarter could potentially cause imports to arrive 
in Europe from the start of 2019 and beyond.

Such an eventuality would only serve to complicate future 
European acetone and phenol pricing discussions further, 
which is more likely to affect the latter market than the 
former.

Phenol is used in the preparation of resins, dyes, 
explosives, lubricants, pesticides and plastics.

Acetone can be used in solvent applications and in the 
manufacture of chemicals for the coatings, plastics, 
construction and automotive industries.

Request a demo

Find out moreRequest a trial

INDUSTRY NEWS 
Our extensive global network of local experts report breaking 
news stories, covering chemical markets and events influencing 
commodity prices and affecting your daily business decisions. 
Stay fully informed and support your planning with: 

• Real-time, round-the-clock news 
•  Market analysis and the likely impact on your markets 
• Production and force majeure news

SPECIALIST SERVICES 
The global team of ICIS experts brings 
extensive knowledge of the industry 
sectors through specialised training, 
industry conferences and bespoke 
consultancy, enabling you to: 

•  Expand your knowledge to navigate 
complex markets more confidently 

•  Get the latest views and insights into 
current issues from selected experts 

•  Receive tailored advice and guidance to 
address your company’s key challenges

SUPPLY & DEMAND DATABASE 
Receive end-to-end perspectives across the global 
petrochemical supply chain for over 100 petrochemical 
commodities, across 160 countries, with historical and 
projections from 1978 to 2040. The database enables you to: 

•  Put the local or regional scenario in a global context to  
support your planning 

•  Validate commercial and growth strategies 

ICIS offers a unique combination of 
analytics tools, pricing data and market 
information for over 180 commodities, 
across all key regions, designed to help 
you navigate and optimise opportunities in 
an ever-changing market, making complex 
analytics simple for you to: 

•  Spot opportunities, minimise risk and 
pre-empt competition

•  Shape future strategies and expand 
your opportunities

•  Maintain a competitive advantage 
and negotiate better prices with other 
market players 

Analytics tools for the petrochemical 
market include: 

✓ Live Disruptions Tracker: Supply
✓ Live Disruptions Tracker: Impact
✓ Price Drivers Analytics
✓ Price Optimisation Analytics
✓ Margin Analytics
✓ Supply & Demand Outlooks

Critical market data, tools & expertise

Find out more

PRICING AND ANALYTICS SOLUTIONS

US-CANADA DOMESTIC PVC SALES 

500

600

700

800

900

1,000

1,100

1,200

1,300

Jan 2018 Dec 2018

EUR/tonne

Source: ICIS

Benzene CIF NWE Contract Reference Price Contract Reference…(Mid)
Phenol FD NWE Assessment Spot 4-6 Weeks Full Market Range (Mid)

https://www.icis.com/explore/enquiry-petrochemicals-analytics-tools/?channel=chemicals&commodity=acetone/?cmpid=ILC|CHEM|CHCOM-2019-01-EuropeGlobalOutlooks_pricing&sfid=7012X000001WQaA   
https://www.icis.com/explore/services/analytics/supply-demand-data/?cmpid=ILC|CHEM|CHCOM-2019-01-EuropeGlobalOutlooks_sddatabase&sfid=7012X000001WQaP 
https://www.icis.com/explore/contact/request-free-trial-icis-news/?cmpid=ILC|CHEM|CHCOM-2019-01-EuropeGlobalOutlooks_news&sfid=7012X000001WQaK 
https://www.icis.com/explore/services/specialist-services/?cmpid=ILC|CHEM|CHCOM-2019-01-EuropeGlobalOutlooks_specialistservices&sfid=7012X000001WQaF 


To talk to someone about price forecast reports call the numbers below
Asia-Pacific Europe, Africa and Middle East The Americas
Tel: +65 6789 8828 Tel: +44 20 8652 3335 Tel: +1 713 525 2600 or Toll free: +1 888 525 3255 (US and Canada only)

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

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.

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?

Price forecast reports 
currently available

*Next six months for methanol

Asia Europe US Global

3

3

3

3

3

3

3

3

3

Polypropylene

Polyethylene

Benzene

Styrenics

Methanol

To find out more and request a trial, click here 

https://www.icis.com/explore/enquire-about-icis-price-forecast-reports-and-forecast-windows/?cmpid=ILC|CHEM|CHCOM-2019-01-US-americasoutlooksmagazine2018_forcastreport&sfid=7012X000001WQfo


Copyright 2019 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.

back to contents ➔

BY MORGAN CONDON  JANUARY 2019

PLASTICS/POLYMERS    
ACRYLONITRILE-BUTADIENE-STYRENE & POLYCARBONATE 
(ABS & PC) 

EUROPE PC, ABS SENTIMENT ON DIVERGENT PATHS 

While often used in conjunction with one another, the 
European polycarbonate (PC) and acrylonitrile butadiene 
styrene (ABS) markets appear to be pulling in different 
directions heading into 2019.

PC demand plummeted partway through 2018 in a way 
unanticipated by much of the market, and as yet has failed 
to recover.

This has left many market participants pessimistic about the 
strength of future pricing, with some anticipating a return to 
stark lows registered several years ago.

The increased capacity in China has led to supply in Europe 
lengthening, as domestic producers choose to export less 
while Asian producers seek an outlet for material.

As buyers are hesitant to commit to volumes before prices 
bottom out, there could be some recovery of prices in the first 
quarter of 2019.

All grades are likely to be affected by the softening, although 
the biggest difference will be felt for extrusion-grade material, 
as sentiment suggests these prices reached untenable 
heights in 2018.

There are few concrete predictions about when recovery is 
likely to occur, as the market was not expected to be thrown 
into oversupply.

The market continues to revolve around what is happening in 
China, and European producers are likely to continue chasing 
higher netbacks from this market.

Some have stated that fundamentals will balance out near the 
second quarter, whereas others are less sure.

This has led to a collapse in pricing of feedstock bisphenol A 
(BPA) despite any residual pressure for prices to rise on the 
back of tight phenol supply.

In contrast, ABS prices look set to track upstream markets, 
particularly key raw material styrene, as balance lost heading 
into the fourth quarter of 2018 has recovered.

Producers may find it harder to pass down any increases 
in production costs, as in recent months buyers have been 
buying ahead of traditionally strong times for the market to 
dodge rising prices caused by raw materials.

Styrene movements are tipped to remain volatile, but 
upstream pressure could affect secondary feedstocks 
acrylonitrile (ACN) and butadiene (BD), when several crackers 
have scheduled maintenance to coincide.

This may shake some of the seasonality that the market has 
traditionally followed, but there are no grave concerns, as 
demand is expected to remain fairly robust.

By and large the market is expected to cope with any 
increased prices in line with production costs, as projects to 
increase supply have been announced.

INEOS Styrolution is due to transform one of its three 
polystyrene (PS) lines at their site in Wingles, France, adding 
50,000 tonnes/year.
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Italy’s Versalis has announced to increase capacity by 30,000 
tonnes/year at their plant in Mantova, Italy in 2020.

The ABS market is expected to continue growing in line with 
GDP, but demand is not expected to remain strong in every 
downstream sector, with the furniture segment and consumer 
electronics industry looking softer.

Although the price directions for both markets appear 
relatively defined, market participants are still apprehensive to 
make over-arching statements about what will happen on the 
market next year.

The ongoing tensions caused by the US-China trade war 
could divert trade flows of material, shift the costs of raw 
material or suddenly squeeze or lengthen global supply for 
both products.

This uncertainty is the factor driving much market sentiment 
ahead of the new year, with those both buy and sell side 
watching both the European and Chinese markets for indication 
of what is around the corner to enable them to react quickly.
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PLASTICS/POLYMERS    
AFRICA POLYMERS 

AFRICA’S PE, PP MARKETS BRACE FOR TRANSITION YEAR  

BY BEN LAKE  JANUARY 2019

The start of a new year invariably leads to numerous 
established polymers companies to look to Africa as a major 
new growth market.

The difficulties of trading in the continent often lead to many 
of these embryonic plans being scaled back, or forgotten 
altogether, until the next year.

Africa is often subject to similar cycles every year, despite its 
dynamic trading nature.

2019 looks set to be different, however, for polyethylene (PE) 
as traditional new trade flows develop or are adapted by wider 
political events.

In 2018, US PE volumes established themselves in the 
African market, leading to numerous outcomes and various 
possibilities for the future.

Prices have been significantly subdued due to the increased 
competition and the aggressive nature of US offers, and the 
question for 2019 is whether they remain as aggressive.

This, in turn, may be linked US foreign policy and what path 
the country decides to follow in its trade war with China.
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As PE volumes need to be directed to other markets away 
from China, this would leave many US sellers looking for 
buyers, potentially forcing them into desperate price cuts to 
move their material.

This would be especially true in Africa as delivery times are 
longer than those for Middle East-origin material.

If the US-China trade war cools down, then volumes coming 
from the US may be directed to China.

In any case, US suppliers have been working hard to establish 
new trade routes in Africa, even since before the opening of 
the recent trade spat with China.

Offers from the US to Africa are unlikely to dry up, however, as 
there is obviously enough material available.

US volumes will be a key factor in 2019 after its prices 
significantly undercut offers from other regions in 2018, 
although it is unclear whether this strategy will continue or if 
US sellers will opt to increase their prices once their position in 
the market is established.

Long delivery times may mean that US-origin material may 
have to remain discounted to materials of Middle East-origin.

The direction of US material will also affect how Middle 
Eastern players operate, because if US material cannot be 
sold in China then Middle Eastern players will look to leverage 

this to their advantage, possibly reducing allocation to Africa.

Another contributing factor to this are freight rates, which are 
much cheaper to China than Africa.

If tensions between the US and China cool down, then Middle 
Eastern volumes may have to compete on price with US product.

Numerous scenarios could develop based on known 
quantities, without even factoring in fluctuating oil prices or the 
slowing global economy.

PP TO REMAIN TIGHT
PP’s story in Africa in 2019 will be more straightforward as it is 
likely to remain on the tight side all year.

A lack of new production meant in 2018 that there was little 
surplus material, a situation likely to continue into 2019.

Supply issues could worsen in the coming year if demand 
grows, a situation avoided so far due to weaker global 
economic conditions, which helped counter supply constraints 
in the latter half of 2018.

Africa, as always, will remain a complicated market to operate 
in, with its own specific eccentricities.

Those difficulties, however, could become tougher in 2019, 
even for those who have grown accustomed to Africa’s 
polymers markets’ eccentricities.
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PLASTICS/POLYMERS    
EXPANDABLE POLYSTYRENE  

EUROPE EPS SENTIMENT MOSTLY BULLISH FOR 2019 DESPITE 
COUNTERACTING PRESSURES   

BY CIARAN TYLER  JANUARY 2019

Sentiment in the European expandable polystyrene (EPS) 
market is mostly bullish for 2019, with some concerns over 
the EU ban on single-use plastics, and macroeconomic risk 
weighed against firm demand for insulation material and 
tight supply for certain grades.

EPS growth in 2018 was dependent on the sector and 
region of Europe.

The northwest European construction sector Europe was 
said be stable to firm with milder weather in Q4 compared 
with last year allowing the building sector to continue with 
projects for longer.

Packaging grade demand was said to also be either in line 
with or above GDP growth and both grades are expected to 
match or better general growth in Europe for 2019.

However, in late October the EU Parliament voted to 
approve a directive which would outlaw a range of single-
use plastics within the bloc by 2021.

Although the proposed list of plastic products to be banned 
is anticipated to impact the general purpose polystyrene 
(GPPS) market far more, depending on how the final 
legislation is finalised and interpreted, the directive could 
still impact some EPS products.

“At the moment, the major part of the EPS market is not 
affected [by the directive],” one producer commented.

For some participants, tightness in certain grades is more 
of a certain than buying appetite being affected by the 
proposed EU directive.

White grade EPS has continued to tighten in 2018, with 
little capacity expansion in the grade over the last decade, 
while buying interest has remained high in key markets.

The majority of new production investments in the market 
have tended to focus on grey or graphite material which 
offers better insulation properties than its white counterpart.

In 2018, for example, BASF increased capacity of one 

of its grey grades by 20,000 tonnes/year, through de-
bottlenecking measures.

“[Our] operating rate for white is sold out, so [there will be] 
some substitution of white material to black material,” a 
producer commented.

“This [development] already supports an increase in the fee 
between white and black [grades],” it added.

Record lows for Rhine river levels in the fourth quarter of 
2018 and restocking and pre-buying activity in the market 
highlighted how tight EPS fundamentals could be if demand 
was high and a major producer faced production difficulties.

Tightening dynamics and volatile styrene monomer costs 
put countervailing pressure on EPS prices in Q4 2018, with 
most grades not falling in line with feedstock prices.
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With Rhine levels having somewhat recovered in 
December, producers having the opportunity to build stocks 
over the holiday period and demand in Q1 for insulation 
grade material expected to be weaker amid poorer weather, 
availability is set to improve in early 2019.

If some tightness does arrive for white grade EPS, imports 
from other regions could potentially make-up for shortfalls, 
depending on price and availability.

For example, as the economic situation in Turkey 
deteriorated in the summer of 2018, participants in that 
market sought to export more material to Europe as the 
local market slowed.

Longer-term demand within the EU for insulation grade 

material could well continue as some incentives and 
legislation at both national and EU levels look set to 
promote energy efficiency, as they have done in previous 
years.

“Growth… for the year [2018 was] 5-10% [for us]. [It is 
an] inflation market right now: in France the government 
is giving grants [for improving household energy 
efficiency] and we can supply that market,” a buyer 
commented.

However, one risk could come from macroeconomic 
slowdown or recession either indirectly from the US-China 
trade war or as a consequence of a hard Brexit, although 
some businesses will likely be more impacted than others 
from these issues.
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PLASTICS/POLYMERS    
PLASTICIZERS/PHTHALIC ANHYDRIDE  

STEADIER ROAD AHEAD FOR EUROPE PLASTICIZERS IN 2019, SUPPORTED BY 
NEW OUTPUT 

BY JANE MASSINGHAM  JANUARY 2019

Is there a steadier road ahead for supply of plasticizers in 
Europe 2019, compared to the twists and turns of 2018?

There are clearly global uncertainties making it difficult for 
some to give a concrete expectation for 2019, but other 
sources anticipate a steadier pattern of supply.

Recent months have been marked by both planned 
maintenances and unplanned production issues resulting in 
force majeure declarations.

More recently, the lifting of force majeure from Evonik in 
December 2018 amid improved water levels on the Rhine 
may have brought some relief to consumers who are set to 
build inventories in January.

“We close on 20 December, production-wise, with no goods 
in or out from 17 December to 7 January, so it allows time 
for producer inventories to catch up,” one buyer said.

There has been limited talk about January pricing, with 
2018 ending on a largely steady note.

Demand wise, 2019 is expected to either plateau or grow 
close to GDP at around 1.2%.

Those involved with the automotive industry are particularly 
concerned, but there seems to be a rather more positive 
outlook, at least for the first half of 2019, from those moving 
end product into the construction industry.

The bearish crude oil markets are doing little to abate 
concerns about an economic downturn.

“From 2008, we are learning what to do differently and will 
prepare and put more care into our position,” one producer 
said.

In 2019, an additional 175,000 tonnes/year of dioctyl 
terephthalate (DOTP) capacity are due to come online: 
100,000 tonnes/year from SIBUR in Perm, Russia; 60,000 
tonnes from Oxea in Germany and 15,000 tonnes from 
Grupa Azoty Zak in Poland.

Grupa Azoty Zak has stated it is on track for volume to be 
available to the market in the first quarter of 2019.

SIBUR is expecting to start up in the second quarter, and 
approximately a third of the capacity is for export, though 
the destination will vary depending on market conditions.

The situation from Oxea is less clear, with some sources 
stating they do not expect material available from the 
manufacturer in 2019.

There are other investments taking place for non-phthalate 
plasticizers. Perstorp is embarking on its production of its 
branded Prevalen, which has the potential to be produced 
from renewable/recycled raw materials.

In 2019, the company is launching the first grades of 
partially renewable material out of its 50,000 tonne/year 
plant in Stenungsund, Sweden.

UPSTREAM CONCERNS 
Upstream, there is some concern about the availability of 
propylene in the second and third quarter of 2019 due to 
the heavy cracker shutdowns scheduled.
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The feedstock phthalic anhydride (PA) market was 
expected to be largely steady for 2019, but the transport 
and shipping costs are another big impact influencing PA 
contract talks for 2019.

The usual pass-through cost of orthoxylene (OX) will 
remain, but some have been looking to increase premiums 
by 5-10% due to higher energy and transport costs.

While some have said this had been successful, other said 
there was a rollover from 2018 to 2019.

The debate over the longer-term outlook of phthalate 

plasticizers and credible alternatives is bubbling away in 
the background, though there are expectations that this will 
not truly impact the European market for another five to 15 
years.

Plasticizers are used in plastics or other materials to impart 
viscosity, flexibility, softness, or other properties to the 
finished product.

PA is used as a chemical intermediate in the production of 
phthalate plasticizers, as well as in unsaturated polyester 
resins (UPR).
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PLASTICS/POLYMERS    
POLYETHYLENE (PE)/POLYPROPYLENE (PP)   

PE MARKET TO RECKON WITH NEW CAPACITIES, PP TEMPERED BY 
PROPYLENE SUPPLY

BY LINDA NAYLOR  JANUARY 2019

European PE and PP markets will continue to diverge in 
2019, as new PE capacities come on stream, while PP will 
be tempered by propylene supply. 

PE imports into Europe from new capacities in the US are 
expected to have more of an impact in 2019, with large 
volumes for particular grades already heading eastwards at 
the end of 2018.

On the other hand, the picture for PP in 2019 will be 
affected by a planned cracker maintenance programme 
that could leave the monomer very snug.

The long-awaited PE imports from the US have finally 
started arriving, with large volumes of C4 (butene based) 
linear low density polyethylene (LLDPE) already shipped to 
Europe, with prices for those grades plummeting.

European PE net prices are low in global terms, with many 
spot net prices below the headline ethylene contract price, 
a phenomenon that has been in place for some weeks.

While the flow of imports from new US capacities was slow 
for most of 2018, it accelerated towards the end of the year 
and volumes have already been booked for January.

With December prices falling on the back of lower naphtha 
prices, January arrivals could be too high to work.

PP prices have also fallen, but the erosion has been milder 
and imports were not such a feature of the market.

However, the PE market is not as weak as it might have 
been as low water levels on the Rhine affected output at 
some sites.

In 2019, a series of planned cracker outages is expected 
to offset an increase in the volume of imports to an extent, 
as PE output will inevitably be down alongside cracker 
outages for some of that time.

PP will also be down during this time, but there are greater 
worries in this market that crackers will be slow to come back 
on line.

If all goes according to plan, there should be no problem 
with ethylene supply, or even propylene. However, any 
delay in one of the big crackers could lead to supply issues 
for the monomer, and therefore the polymer.

Some PP producers have made significant efforts to ensure 
that they have secured enough propylene for 2019, but it 
has been an expensive exercise.

“Why sell polypropylene cheap now?” said a producer. “We 
can sell it twice over next year.”

PE will be a different story.

Ethylene output will be lower in 2019. However, import 
availability from new capacity will mean that there should be no 
shortage of product, and several buyers have been talking to 
new sellers to arrange contracted imported volumes for 2019.

Between the third quarter of 2017 and the end of 2019, 
US PE capacity will have increased by 6.5m tonnes/year, 
representing an increase of around 40% of capacity.

Moreover, by the end of 2022 this will amount to an increase 
of 12.1m tonnes of PE, according to ICIS data, resulting in an 
increase of around 75% in US capacity over the whole period.

Europe is a net importer of several PE grades, and imports 
are key to sustain the market.

700

800

900

1,000

1,100

1,200

1,300

1,400

1,500

Jul ‘16 Jan ‘17 Jul ‘17 Jan ‘18 Jul ‘18Jan ‘16

EUR/tonne

Ethylene FD NWE Contract Reference Price Contract… (Low)

PE LDPE GP Film FD NWE Assessment Spot 0-4…(Low)

Source: ICIS



Copyright 2019 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.

back to contents ➔

With fears of an economic slowdown in Europe and moves 
towards using more recycled material and less plastic, 
these issues could also begin to affect the consumption of 
virgin plastics.

An added complication comes from the US-China trade war 
which is expected to alter trade flows, although this will take 
time to take effect.

new and upcoming ethylene and polyethylene plants

wave of pe expansions on the us gulf coast under way
This infographic shows that low-cost feedstocks derived from shale oil have spurred a wave of  new crackers and polyethylene (PE) projects along the US Gulf  coast, where much of  

the PE imported into Latin America originates. The US has already added a significant volume of  new capacity, with more new projects set to start up over the coming years.

ICIS price reports provide independent, objective and trusted intelligence for over 180 chemical commodities across America, 
Europe and Asia. Use ICIS information to: follow fluctuations and understand factors driving them; input into your own internal 
analytical models; clarify settlements and contracts; inform negotiations.

us ethylene & polyethylene price reports

find out more about icis price reports
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NEW AND UPCOMING ETHYLENE AND POLYETHYLENE PLANTS

Middle Eastern sellers into Europe are not expected to take 
kindly to welcoming US product and shuffling for market 
share is inevitable in 2019.

PE and PP is used in packaging and the manufacture 
of household goods. PP is also used in the automotive 
industry, and PP in automotive.
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PLASTICS/POLYMERS    
POLYETHYLENE TEREPHTHALATE (PET)   

EUROPE PET SUPPLY WILL BE THE FOCUS FOR 2019  

BY CAROLINE MURRAY  JANUARY 2019

The supply of polyethylene terephthalate (PET) in 
Europe, and whether it will flow without causing 
surprising price swings, is what participants want to 
ascertain for their 2019 budgets.

After all, 2018 was punctuated by unexpected periods of 
significant tightness that often, but not always, stemmed 
from global, upstream events.

“The biggest concern is that we will have supply shortages 
in Europe. For the next couple of years we will have only 
a few domestic suppliers. If something happens with 
Rotterdam in the summer time it will have a huge impact…” 
a buyer said.

The traditional seasonality of the market still exists, and 
customers buy PET in preparation for the heat of the 
summer bottle sales season.

What is nerve-wracking, particularly following evidence of 
how fragile supply can be, is whether or not plants across the 
global chain manage to produce as planned, or imports arrive 
on time, thereby supplying the market when it most needs it.

“We saw in the second quarter [of 2018]: the impact 
of production problems. It would be unusual but not 
unprecedented to have continued issues two years in 
succession,” a producer said.

Europeans traditionally and still do commit to domestic 
volumes, alongside dipping into imports that provide 
competition.

The graph below shows the correlation between Europe 
and China prices over the course of 2018.

But buyers seem to have learnt from recent years and 
adopted a fresh attitude.

For 2019, buyers have threatened to bring in considerably 
more volumes from outside the region, in response to 
the output problems in 2018 but also partly in resistance 
to the individual increases producers targeted for 2019 
conversion costs.
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“I think there will be a resurgence of imports next year. 
Together with the purified terephthalic acid [PTA] producers, 
PET producers did a massive mistake by asking for crazy 
high formulas,” a reseller said.

The following graph shows an estimate of how wide the 
gap was between freely negotiated prices and contracts 
based on raw material plus a conversion fee, at a time of 
severe tightness.

This chasm is what participants are attempting to moderate 
for 2019.

It should be noted that 2018 conversion costs varied 
significantly, according to the timing of negotiations and 
the size of account for example. The graph above gives an 
indication of where some may have settled.

Rising costs of upstream purified terephthalic acid (PTA) 
formed the greater part of PET producers’ justification for 
higher contract prices in 2019.



Copyright 2019 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.

back to contents ➔

Any delays in product arriving from other regions could 
swing market direction.

“Do they walk the talk? ... We talk to major customers and 
book the same kind of volumes with these majors … The 
hottest quarter is quarter two. It is very difficult to predict in 
this volatile world, but I know supply is less than demand 
in the summer season so you need imports,” a second 
producer said.

“Will the Chinese or South Koreans be there in quarter two 
and quarter three, and do our customers want to gamble 
they can get imports?” the producer queried.

One cannot contemplate the outlook of PET 
without considering the huge uncertainties in the 
macroeconomic, geopolital arenas, including the US-
China trade war and Brexit.

But it has all been so erratic, it makes it impossible to truly 
know what lies ahead.

“Big organisations have been making big changes to 
forecasts in a short space of time,” a third buyer said.

FREELY NEGOTIATED V FEEDSTOCK-PLUS CONTRACTS

Source: ICISPET FD Europe W-Feedstock formula

“PTA was the golden goose for PET producers this year, in 
terms of 2019 contract negotiations,” a second buyer said.

Only time will tell if the appetite for PET imports has been 
or will be as big as some would have believe. As prices 
have been on a downward trajectory for much of quarter 
four, the financial benefit to buyers when the product 
actually arrives, is debatable.
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Just when the market may feel it has a handle on 2019 
dynamics, and figures out say, the trend in crude oil pricing, 
all this could easily be pushed aside by the effects of 
tightness in upstream paraxylene (PX), for example.

The rise in favour of recycled plastics is another in the 
string of discussion points for PET.

How it may or may not influence demand and supply for 
virgin PET already in 2019 adds to the intrigue.

Commentators are leaning towards an assumption that 
virgin PET will not be negatively impacted by recycled PET 
(R-PET) until 2020 and beyond, but not everyone agrees.

“Our potential consumption for virgin PET could drop by a third 
in [2019] ... In our market I see virgin displaced by R-PET and 
if I were a virgin producer, I would have one eye thinking my 
virgin demand is going down here,” a fourth buyer said.

SUBSTITUTION TRENDS - PET AND R-PET EUROPE

Source: ICISPET FD Europe-RPET  FD NWE

EUROPE PET PLANTS(ANNUAL CAPACITY’000 TONNES)

The industry may have got used to attempting to second-
guess the roller coaster ride that defines the PET market, 
and may therefore, be heading towards 2019 with 
confidence and clarity.

Or the supply/demand dynamics of 2019 could end up just 
as surprising as it was in 2018.

PET is used in fibres for clothing, containers and bottles for 
liquids and foods, thermoforming for manufacturing, and in 
combination with glass fibre for engineering resins.
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PLASTICS/POLYMERS    
POLYMETHYL METHACRYLATE (PMMA)   

EUROPE PMMA MARKET FACING DOWNWARD PRESSURE AMID INCREASED 
IMPORTS 

BY KATHERINE SALE  JANUARY 2019

The European polymethyl methacrylate (PMMA) market 
faces continued downward pressure in 2019 and fierce 
competition from lower priced imports.

PMMA supply remained constrained for the majority of 
2018, with the much awaited rebalancing in supply taking 
place later than anticipated.

Supply started to tighten in 2016, with a series of outages 
in the upstream methyl methacrylate (MMA) market 
severely impacting feedstock supply for PMMA.

While 2018 has been less turbulent, there were still a 
number of upstream production issues globally, with the 
prolonged outage for Lucite International at Cassel in 
May, and Evonik also running its two German plants at a 
reduced rate since October.

A series for delays and stoppages in the US in the middle 
of the year also shifted trade flows in the upstream market, 
as producers moved material there to support other 
facilities.

However, MMA supply rebalanced in the fourth quarter 
and this finally trickled down to the PMMA market, after the 
outages in recent years dictating much of the dynamics.

As supply globally improved, the impact from the new 
facilities in the Middle East started to emerge, as producers 
shifted focus to increasing market share.

It was too early in the fourth-quarter contract negotiations 
to see the full impact of this, but increased competition 
contributed to significant decreases being agreed for first-
quarter contracts.

Lower MMA prices are also contributing to the downward 
pressure, but it is the ferocious competition between 
overseas and local sellers that is driving down prices.

Plummeting polycarbonate (PC) prices are also having an 
impact, with some consumers able to switch.

With continued supply stability expected upstream, this 
intense competition will remain in 2019, with questions over 
how low overseas producers will push prices in pursuit of 
market share.

The sustainability of pricing has been a key topic in the 
market in recent years, after MMA prices reached historic 
highs in 2017.

There were widespread concerns in the PMMA market over 
the compression of margins, with players in the extrusion 
sector in particular feeling the pinch.

While PMMA prices were expected to decrease once 
supply had rebalanced, the acceleration in the drops has 
been a surprise for sellers.

There is also continued competition in the sheets sector, 
with sheet manufactures contending with compressed 
margins after the prices increases last year for resins, and 
also competing against integrated producers.
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Demand growth is also an area of doubt across many 
chemical market for 2019, with uncertainties and concerns 
over the economy impacting estimates.

“Europe has been the weakest demand area for the 
fourth quarter because of insecurity with Brexit and the 
automotive slowdown,” said one seller.

The slowdown from the automotive market, a key end user 
for PMMA, is also an area of concern for 2019.

However, while automotive growth did not hit the heights 
expected by some in 2018, growth between 3-5% was seen.

There remain opportunities for the market in the automotive 
sector, with PMMA also making gains over other plastics for 
use inside vehicles.

The sale of Evonik’s methacrylate business is expected 
to be completed early next year, with the process in 
short-listing a buyer expected have been completed in 
the first quarter.

For now, downward pressure will continue for the first part 
of the year, with investments upstream expected to improve 
reliability going forwards. 
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PLASTICS/POLYMERS    
POLYSTYRENE (PS)   

SINGLE-USE BAN, LINE CONVERSION TO WEIGH ON EUROPEAN PS MARKET  

BY CIARAN TYLER  JANUARY 2019

The potential impact of EU legislation banning certain 
single-use plastics by 2021, combined with concerns 
over volatility in feedstock prices and shrinking nameplate 
capacities are key issues for the European polystyrene 
(PS) market in 2019.

EU PLASTIC BAN
In late October, the EU Parliament voted to approve a 
directive that would outlaw a range of single-use plastic 
products within the 28-country bloc by 2021.

The list of proposed plastics to ban include single-use 
plates and cutlery, two items often made of PS and 
particularly important to markets in southern Europe during 
the summer months when water usage is often restricted.

Depending on how the legislation is interpreted and 
finalised, the ban could impact PS consumption in Europe 
by over 5%, according to some participants’ estimates.

PS converters and sellers in southern Europe, especially 
Italy, are likely to be hit hard by the ban.

In areas of southern Italy during the summer, due to water 
usage limitations, members of the public tend to purchase 

single-use cutlery and crockery, many of which are made 
from general purpose polystyrene (GPPS).

However, not all PS businesses are as gloomy about the 
prospects of a potential ban.

One producer said that a consultation and evaluation 
period of the single-use plastics targeted by the ban are 
expected to be carried out, adding that the results of these 
measures could lead to fewer products than previously 
thought being prohibited.

Political action against single-use plastics related to marine 
litter may have also helped spur on chemical recycling 
projects related to PS production, such as the recent 
announcement by major styrenics producers in Europe to 
promote and develop better PS recycling capabilities.

CONVERSIONS
Likely before any impact from the single-use plastic ban 
is the prospect of tightening supply in 2019, as major 
European producer INEOS Styrolution carries out a 
conversion of one of its PS lines at its Wingles site in 
northern France.
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The new acrylonitrile-butadiene-styrene (ABS) line is 
anticipated to come online in the first quarter of 2020, and 
some PS participants expect the full impact of the closing of 
the PS line to be already felt in early 2019.

According to one producer, the converting of one of INEOS’ PS 
lines at Wingles is the equivalent of almost 4% of European PS 
nameplate capacity being removed from the market.

“Operating rates on average are not bad on PS [and at the] 
highest levels they’ve been in a long time … Less supply 
could bring some upside,” the producer said.

However, some buyers are sceptical that a reduction of that 
size would influence fundamentals much.

These buyers independently said that PS plants’ run rates 
could increase slightly to make up for the loss, adding that 
imports from outside Europe could also make up for any 
shortfall in the near term.

Although there was tightness with certain grades of material 
due to pre-buying activity and some ongoing production 
cutbacks in the fourth quarter of 2018, water levels on the 
River Rhine have improved rapidly and BASF’s production 
woes are easing.

Most sources expected availability to have normalised by 
the end of January.

However, most participants are focusing energies on the 
ongoing issue of price volatility, often dictated by a rapid 
rise and then sometimes sharp fall in upstream styrene 
monomer costs.

FEEDSTOCK VOLATILITY
Volatile upstream costs are nothing new. According to ICIS 
data, styrene and PS prices have experienced sizeable 
volatility for at least one quarter of any given year since 2014.

As styrene monomer makes up over 90% of most GPPS, 
and even some high impact PS (HIPS) grades, PS prices 
tend to reflect monomer movements.

A number of unpredictable drivers influence styrene prices 
and ongoing volatility has made business for PS converters 
and customers further down the value chain difficult.

Many PS resin buyers and PS product/application 
purchasers would prefer more predictable costs.

According to some buyers, rapid price movements in 
either direction are difficult to pass on to customers further 
downstream where much business is conducted via 
quarterly or bi-annual contracts, rather than monthly like 
styrene monomer.

This, is turn, can make consistent profitably difficult and 
sometimes squeeze margins.

Multiple buyers said that the volatility in recent years 
has made it difficult to justify investments in the market, 
adding that some end users have been put off choosing 
PS for some applications and instead sought to develop 
alternative polymers capable of replacing PS.

“[We could have some] internal product switching from PS 
to PP [polypropylene] - that may have an impact on … the 
second half of next year. If the project goes head, it will 
probably be a 20% reduction [in our PS consumption],” one 
buyer said.

The buyer added that there are many discussion within 
the PS industry about volatility, given the large and “wildly 
unpredictable” price fluctuations.

“People don’t like it because the customer base wants 
stable and fixed pricing, and we can’t offer it in the market 
today. [This] forced the conversation [about] whether we 
can use a different material for more stability…” the buyer 
concluded.
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PLASTICS/POLYMERS    
RECYCLED POLYETHYLENE TEREPHTHALATE (R-PET)   

EUROPE R-PET MARKET CERTAIN ON DEMAND, UNCLEAR ON FEEDSTOCK 
SUPPLY INCREASE 

BY PAVLE POPOVIC  JANUARY 2019

Not many doubt that the European recycled polyethylene 
terephthalate (R-PET) market will experience strong 
demand once more in 2019.

The question is whether or not any new legislation could 
drive further change for recycling by lifting the feedstock 
ceiling from recyclers.

After all, although there is continued market talk of R-PET 
capacity expanding in 2019, the difficulty many recyclers 
face is in sourcing upstream post-consumer polyethylene 
terephthalate (PET) bottles.

A few participants have said this could change if populous 
European countries such as the UK, France and Spain 
introduce new collection schemes.

“In general, I think it will be a tight year and not a short 
year. Capacity expansions are all good and fair, but what 
about the feedstock? I don’t see any substantial increase in 
[post-consumer PET] collection rates,” said a buyer.

“For all the capacity expansions there is a shift on who is 
using the feedstock, but I do not see more [R-PET] flake 
being available on the market. So, from that perspective, 
we are pretty worried.”

Governmental and social pressures that began with the EU’s 
circular economy strategy in January 2018 were the source 
of higher demand for recycled content in the first place.

From January 2019, Germany will also enact legislation for 
all firms that bring packaged goods into the market.

It will prescribe that these companies have to ensure that a 
higher rate of recycling than previously set is achieved for 
related packaging materials.

This only contributes to participants’ expectations of 
sustained strong consumption in 2019.

FOR THE LONG TERM
Following a general trend to boost plastic recycling in 2018, 
there is even market talk of brand owners having to secure 
food grade R-PET pellets volumes for years ahead.

“There is a lot of demand out there, and the supply isn’t 
something that you can just hit the accelerator, and go a 
little faster. All the recyclers are running full speed,” said a 
consumer.

Although not all agree, many in the industry pinpoint 
deposit schemes as the necessary move some nations 
must take to increase feedstock supply.

They argue it would increase the quantity and quality 
of post-consumer PET bottles to a point that R-PET 
production could meet strong demand.

Various governments are discussing the possibility of 
adopting these schemes, but there are R-PET participants 
that question how quickly states could install such 
collection processes.

Furthermore, until these developments are enacted, 
sources believe that tightness will reign for recycled product 
as production will be limited by low post-consumer PET 
bottles availability.

“Even if there is more product in the market, it will not 
be enough. Not next year … The problem for us is [that] 
we really need appropriate [post-consumer PET] bottle 
collection,” said a recycler.

“The UK’s deposit plans are going to help. But, when are 
they going to kick in?

“The same is true for France. Now, if you just take 
these two countries, this will then give enough bottles to 
balance the market. But before [this happens] there will be 
tremendous demand,” the recycler added.
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In the face of such conditions, the market is split on the 
likelihood of buyers switching to competing product virgin 
PET where and when they can.

Some consumers need to meet marketing targets regarding 
the quantity of recycled content in their packaging.

However, there are sources that have argued that costs are 
still more important to purchasers than sustainability.

The fact that such a debate has opened up on the 
products’ relationship shows the evolution that R-PET has 
undertaken.

But, in the end, it will be relatively insignificant as most in 
the market expect that conditions will favour R-PET sellers 
in 2019.

“I think the next three years are going to be very 
competitive. Who has access to the volumes is king,” said a 
post-consumer PET bottles re-seller.

R-PET can be used in carpet and apparel manufacturing 
and in the automotive industry. The product is also used for 
food packaging, including beverage bottles.
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PLASTICS/POLYMERS    
TURKEY POLYMERS   

TURKEY’S PE, PP DOWNBEAT PLAYERS FACE SLOW YEAR OF REBUILDING  

BY BEN LAKE  JANUARY 2019

Turkey’s polyethylene (PE) and polypropylene (PP) 
players are bracing for a difficult year ahead after the 
market shrank in size in 2018, with most converters having 
reduced their outputs by 50-60%.

Climbing interest rates and the collapse in the lira’s 
exchange rate against other major currencies also meant 
that some of those who relied on bank credit found 
themselves bankrupt, having to shut their companies.

There are no obvious jolts anticipated that could prompt a 
sudden recovery in the Turkish economy, and many players 
are instead predicting a gradual recovery based on the 
slowly rising value of the lira.

Municipal elections in March are the only major domestic 
political event, after Turkish voted were called to major 
national elections in the past few years.

Opinion is divided on the importance of the local elections 
to sentiment, but they may well continue to dissuade 
players from purchases until they are completed.

PE players face an evolving supply landscape as US 
material continues to take prominence in the market as 
Iranian volumes struggle to make their way, following the 
re-imposition of sanctions against the country by the US.

A stricter enforcement of the sanctions means that 
previously successful strategies no longer allow avoidance 
of US sanctions on Iran.

If the US-China trade war continues into 2019, then even 
more US’ PE may end up in Turkey, potentially forcing 
sellers into heavily discounting to ensure sales.

If the trade war cools down, then US’ PE sellers may re-
direct their attention to China. While this would not mean 
that the US will no longer sell to Turkey, but it may end up 
affecting the pricing strategy of sellers.

The most pressing question for now, however, is whether 
the US will continue to heavily discount its material: If 
demand picks up, will they maintain the current $40-50/
tonne discount to Middle Eastern offers?
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Suppliers outside the US are currently unable to compete 
on prices, making the US a trend-maker in the market.

So far, however, imports statistics show that the Middle East 
continues to be the largest polymers exporter to Turkey.

Moreover, supply levels have not been tested against 
buoyant demand, which remains subdued, and players in 
Turkey wonder if there would be enough US supply to really 
meet basic requirements was demand to pick up.

PP TO REMAIN TIGHT 
PP will face a more straightforward, if no easier, situation.

There is little in the way of extra production coming onstream 
globally and, as a result, availability will remain limited.

This has not been a big issue for Turkish players so far, 
given poor demand.

PP players could potentially face repeated spikes in price, 

however, once ready material runs out and buyers are 
forced to purchase.

Then, once demand falls back to subdued underlying 
levels, prices would follow the same trend.

Demand remains the key factor in both the PE and PP 
markets, and availability is likely to fluctuate widely in 
opposite directions.

This fluctuations, however, would make little difference if 
the market remains constricted.

Following the economic woes in 2018, even the most 
optimistic sources only expect a gradual economic recovery 
in 2019, notwithstanding any unforeseen shock to the 
economy, domestic or global.

Even the most experienced players, with years of polymers 
trading on their backs, expect 2019 to be one of their 
toughest years in their careers.
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BY PAVLE POPOVIC  JANUARY 2019

POLYURETHANE CHAIN   
ISOCYANATES (MDI AND TDI) & POLYOLS 

EUROPE ISOCYANATES, POLYOLS FIXED ON DEMAND AS OVERCAPACITY 
HAUNTS MARKETS  

Demand levels will be of prime interest to European 
isocyanates and polyols market participants in 2019 after 
optimistic conditions for 2018 were dampened.

The addition of new capacities in 2019 for methyl di-p-
phenylene isocyanate (MDI) and toluene di-isocyanate 
(TDI) will also add some pressure to those markets.

Low consumption for crude MDI and TDI followed a 
firmer trend for both markets in 2017 that led end users to 
purchase competing downstream products instead.

Pricing consequently dropped for much of 2018, with the 
crude MDI contract price mid-point specifically softening in 
November to the lowest level assessed since April 2010.

Although polyols contract prices were often flat in 2018, 
order book volumes were low in the market for much of the 
year as well.

This was as polyols produces flex foam in combination 
with TDI, and the rise in price for the latter product reduced 
purchasing interest for the derivative.

“Normally, January is one of our strongest months ... But, 
for the moment we don’t see additional orders [for January 
2019],” said an isocyanates and polyols buyer.

Isocyanates market participants originally expected that a 
drop in contract pricing would elicit a boost in demand.

However, this had not happened by the end of 2018 and 
expectations as to when consumption could revert for all 
three products are unclear, with uncertainty likely to stay for 
some time.

“You see that the final consumer is not buying too much ... 
The situation is a high level of uncertainty for the coming 
months,” said a polyols supplier.

Producers began to point at their margins and indicated 
that the downwards price trend for isocyanates and flatter 
pricing for polyols was making their business difficult.

In the TDI market particularly sources conceded that global 
oversupply could open the market to more volatility.

Furthermore, such structural length may prove a dominant 
topic in 2019 once again.

Sources said China’s Wanhua Chemical was set to reach 
on-spec production at its 300,000 tonne/year TDI Yantai 
plant by late 2018 or early 2019, which would only add to 
overcapacity.
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Moreover, further supply is coming online in all three 
markets globally in 2019.

German producer Covestro, for example, is scheduled to 
convert an idled TDI plant into a MDI facility at Brunsbuttel.

This will double MDI capacity at Covestro’s Brunsbuttel site 
to 400,000 tonnes/year.

All these additions to supply only make demand levels 
more crucial to future pricing discussions.

MDI is used mainly in polyurethane (PU) foams. Rigid 
foams are mostly used in construction, refrigeration, 
packaging and insulation.

TDI is mainly used for the production of PU flexible foams 
used in upholstery, mattresses and automotive seats.

EUROPE POLYOLS AND PROPYLENE PRICING
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SOLVENTS    
ETHYL ACETATE (ETAC) 

GROWING DOMESTIC SUPPLY, IMPORTS TO LENGTHEN EUROPE ETAC MARKET

BY NICK CLEEVE  JANUARY 2019

The European ethyl acetate (etac) market is likely to 
experience lengthier supply and lower feedstock costs 
in 2019, though the impact of Brexit on the market is 
uncertain.

A capacity expansion at INEOS’ Hull plant in the UK is set to 
place production capacity at 335,000 tonnes/year in 2019.

A maintenance turnaround was completed in August 2018, 
according to market sources, and greater availability since 
the producer returned to typical levels of spot activity in mid-
September drove softening prices to the end of the year.

INEOS did not comment on its production rates or the 
status of its expansion project.

Increased domestic supply could result in fewer periods of 
tight supply - which are the key source of upwards pressure 
on etac prices.

However, as the majority of domestic production in Europe 
comes from one site, supply is vulnerable to disruption from 
maintenance turnarounds or unplanned shutdowns.

IMPORTS
There is the potential for growth in import volumes 
as well, though Europe may become a less attractive 
export destination if increased domestic supply results in 
downwards pressure on prices.

In the short term, Celanese’s exports to Europe may be 
limited by production issues at its Mexico plant, though it 
will remain a major exporter to the region during 2019.

Sipchem will be a new player in Europe as from January 
2019 the company will be marketing its material in Europe. 
Prior to this, material was sold and distributed by Solvay 
under an exclusive agreement.

While import volumes from Sipchem are expected to 
remain stable at 35,000-40,000 tonnes/year, overall 
volumes could increase if Solvay looks to bring material 
from elsewhere in order to maintain the market share it 
established under the previous agreement.

Imports from Asia are also likely to continue at a steady 
rate, with monthly volumes increasing when the arbitrage 

between Asian and European prices widens.

Exports from the US greatly increased in 2017 and 2018.

Though volumes were still relatively small, distributor 
Helm’s off-take agreement for global marketing of material 
from the Prairie Catalytic unit in Columbus opens the 
possibility of further growth for this trade flow.

ACETIC ACID COSTS
Etac pricing is largely driven by supply and demand 
conditions, but in 2018 it was also impacted by rising 
feedstock acetic acid costs.
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The mid-point of monthly contract prices for acetic acid 
rose more than €300/tonne between December 2017 and 
the peak reached in July 2018 on the back of tight supply 
caused by a series of unplanned outages.

Acetic acid prices fell between September and December 
and are likely to continue to soften into 2019, but they not 
expected to return to the 2017 levels, before prices started 
rising.

This may support etac prices, as the graph shows the 
margin between spot etac and acetic acid prices was 
smaller in December 2018 than in late May, when acetic 
costs and tightening supply drove price increases.

However, supply and demand will remain the dominant 
influences on etac pricing with only limited pressure caused 
by feedstock costs.

BREXIT-RELATED UNCERTAINTY
The effect of the UK leaving the EU will depend on the 
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agreement reached on the two parties’ future trading 
relationship.

If free movement of goods is maintained, then the impact 
will be limited.

A no-deal scenario, however, could result in logistics 
disruptions, particularly immediately after the leave date, 
and the 5.5% duty on third countries will be applied to 
material from INEOS going into Europe.

Over 100,000 tonnes of etac is typically exported annually 
from the UK to the rest of the EU, and INEOS’s increase in 
production capacity is likely to drive this even higher.

An additional cost at a major producer could put upwards 
pressure on pricing, though imports from other third parties 
are already subject to this duty and are sold in line with 
European prices.

Etac is used in coatings, pharmaceuticals and solvents.

https://www.icis.com/explore/enquiry-petrochemicals-analytics-tools/?channel=chemicals&commodity=etac/?cmpid=ILC|CHEM|CHCOM-2019-01-EuropeGlobalOutlooks_pricing&sfid=7012X000001WQaA   
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BY YANA PALAGACHEVA  JANUARY 2019

SOLVENTS    
ISOPROPANOL (IPA), METHYL ETHYL KETONE (MEK) & 
METHYL ISOBUTYL KETONE (MIBK) 

EUROPE IPA, MEK, MIBK LIKELY TO BE LESS VOLATILE IN 2019   

European solvent markets - isopropanol (IPA), methyl ethyl 
ketone (MEK) and methyl isobutyl ketone (MIBK) – are likely 
to be more stable in 2019 than in the last couple of years.

All three markets had a fairly volatile couple of years after 
significant tightness and sharp hikes in 2017 that were 
followed by a lengthy downward trend as the markets have 
been readjusting.

Prices in the solvents markets reached very high levels in 
2017 as a result of production problems at Shell Chemicals’ 
site at Moerdijk in the Netherlands.

Shell is one of the major European producers for all three 
products. It has 50% of the region’s nameplate MIBK 
capacity, more than 25% of the MEK capacity and around a 
third of that for IPA.

The markets gradually readjusted in the first half of 2018. 
MEK and MIBK reached higher levels in 2017 and therefore 
took longer to re-balance after.
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All the three markets are set to enter 2019 at price levels 
corresponding to current fundamentals, which will in turn 
limit volatility at the beginning of the year.

As the products are now better balanced, they are also 
more likely to respond to upstream price adjustments than 
in 2018.

This is the case particularly for the IPA market, which tends 
to move in line with feedstock propylene when the market is 
well balanced.

800

1,000

1,200

1,400

1,600

1,800

2,000

2,200

2,400

2,600

2,800

3,000

18-D
ec-2018                   

03-Jan-2017

EU
R/

to
nn

e

MEK FD NWE Assessment Spot 4-6 Weeks Full Market Range (Mid)

MEK FD NWE Assessment Spot 4-6 Weeks Full Market Range (Mid)

MEK PRICES 2017-2018

Jan-2017 Dec-2018

Source: ICIS

1,000

1,200

1,400

1,600

1,800

2,000

2,200

2,400

2,600

2,800

3,000

18-D
ec-2018                   

03-Jan-2017

EU
R/

to
nn

e
MIBK FD NWE Assessment Spot 4-6 Weeks Full Market Range (Mid)

MIBK FD NWE Assessment Spot 4-6 Weeks Full Market Range (Mid) 

MIBK PRICES 2017-2018

Jan-2017 Dec-2018

Source: ICIS

Supply of propylene and in turn IPA is also set to be 
smoother at the start of 2019, as the levels on the river 
Rhine improved following historic lows in 2018.

There is still some length in the MEK and MIBK markets, 
which may exert further downward pressure on them in 
2019. This will depend to an extent on the volumes of Asian 
material to come to Europe in the year.

Both MEK and MIBK tend to be pressured by competitively-
priced imports when the arbitrage gap with Asia is open.
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BY WILL CONROY JANUARY 2019

OTHER
CENTRAL & EASTERN EUROPEAN CHEMICALS OUTLOOK
CEE PETCHEMS ABUZZ WITH AMBITIOUS INVESTMENT ACTIVITY 

Large investments are expected in 2019 from central and 
eastern Europe’s (CEE’s) major petrochemical players, with 
Poland’s PKN Orlen and Grupa Azoty, Hungary’s MOL and 
Austria’s OMV, among others, all stepping up their plans.

A pressing concern is an expected inundation of cheaper 
ethane- and propane-based polypropylene (PP) and 
polyethylene (PE) from the US, according to Tamas Pletser, 
oil and gas analyst for Europe, Middle East and Africa 
(EMEA) at investment bank Erste Investment.

That threatening horizon is pushing CEE petrochemical 
companies to increasingly pursue investments in higher 
value-added petrochemicals, he added.

“I expect the petrochemical margin level to come off 
gradually in the coming years due to the flood of cheaper 
US PP and PE.”

CEE petrochemical market consumption is rising, thus the 
big regional suppliers all stand a fighting chance of driving 
up their revenues, said Pletser.

“I think the real fight is rather between naphtha-based 
producers and ethane- and propane-based guys from the 
US and the Middle East,” said the analyst.

“Also, there is a risk that the EU gets more serious with 
plastic waste – like in the UK, where when plastic shopping 
bags became paid-for, consumption fell 90%.”

State-owned largest Polish refiner Orlen will in 2019 press 
on with its plan to merge with the country’s second largest 
refiner Grupa Lotos.

Will Brussels competition regulators get in the way? Erste’s 
Pletser believed they might, demanding the sale of a lot of 
assets to allow the deal to go through.

However, other analysts think divesting some fuel retail 
assets might suffice to satisfy the European Commission, 
the EU’s executive body, according to Oleg Galbur, analyst 
at Raiffeisen Centrobank (RCB). However, once the merger 
is through, the analysts think Orlen will be launching a 
renewed push for petrochemicals production.

In the Czech Republic, after having bought out all minority 
shareholders in the country’s sole refiner and major 
petrochemical producer Unipetrol, taking the firm private, 
Orlen gave in December 2018 foretaste of what may be to 
come by approving a substantial fertilizer expansion at its 
Anwil unit.

It also said it may green-light raising polyvinyl chloride 
(PVC) capacity at the subsidiary.

Prior to this affirmative action, Orlen had spent several 
years pondering over whether it was even going to stay the 
owner of Anwil.

Unipetrol, meanwhile, is gearing up for the early 2019 
launch of its 270,000 tonne/year PE3 installation which, 
at a cost of around $400m, is the largest ever Czech 
petrochemical investment.

The Czech Republic is also eagerly awaiting a decision 
from the European Commission as to whether major 
agrochemicals and foodstuffs conglomerate Agrofert can 
continue to draw EU subsidies given that its founder, 
current Prime Minister Andrej Babis, may have a conflict of 
interest in EU funding decisions.

Babis has said he is no longer a beneficial owner of 
Agrofert, but lawyers at the European Commission may 
beg to differ.

Back in Poland, at Polish state corporation Grupa Azoty, a 
multi-faceted investment story is opening up.

At the end of November 2018, the major fertilizers producer 
unsettled markets after closing the acquisition of German 
specialty fertilizers producer Compo Expert Group without 
disclosing how much debt was taken on as part of the deal 
– Azoty’s stock suffered as a result.

“In order to fully evaluate the impact of Compo it may take 
years, as this is a strategic move towards more value-added 
products and there is still work ahead of the management 
to integrate all these assets into the already complex group 
structure,” said RCB analyst Dominik Niszcz.
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In the far northwest of Poland, Azoty’s Zaklady Chemiczne 
Police (ZChP) subsidiary is due in the first half of 2019 to 
select a general contractor for its planned world-scale, billion-
euro propane dehydrogenation (PDH) and PP project.

In the south, investors are expecting an update from 
Azoty’s Zaklady Azotowe Kedzierzyn (ZAK) unit on how 
and when it will start rolling out its long mooted coal-to 
chemicals (CTC) project.

The plan is to produce synthesis gas from the gasification 
of coal for use as feedstock in the production of hydrogen, 
ammonia and methanol, but RCB’s Niszcz was among those 
suggesting there may be delays in the gasification investment.

“As there was the large acquisition of Compo, and 
EBITDA [earnings before interest, taxes, depreciation and 
amortisation] has been under pressure due to growing 
natural gas prices, Azoty may be more flexible regarding 
the timing of that project, in my view,” noted the analyst.

Another Polish company looking to build on an acquisition 
is second largest European soda ash maker Ciech, after 
acquiring Spain’s plant protection products manufacturer 
Proplan for €45m.

The acquisition came prior to the company’s unveiling of 
a new 2019-2021 strategy, with a substantial emphasis on 
business diversification into agrochemicals.

In Austria, OMV should in the coming 12 months be 
revealing more as to what exactly €1bn set aside for 

refining and petrochemical investments under a growth 
strategy to 2025 will be ploughed into.

In Hungary, MOL will remain busy constructing its $1.4bn 
polyol production complex in the pursuit of higher add-
value products.

Further south in Romania, all eyes will be on Chimcomplex 
Borzesti’s challenge in deploying the acquired core assets 
of chemical maker Oltchim to create a new Romanian 
chemical industry champion.

Chimcomplex’s completion of the assets purchase in 
mid-December brought an end to a saga going back more 
than a decade and involving several collapsed Oltchim 
privatisations.

In one abandoned sell-off, a media entrepreneur who had 
won an auction to acquire control of Oltchim farcically 
could not come up with the money for the deal; in another 
attempt, not a single bid was submitted.

Croatia will also make an attempt at reviving a domestic 
champion in 2019, after the government gave national oil 
and gas company INA and gas supplier Prvo Plinarsko 
Drustvo (PPD) the go-ahead to recapitalise and take 
majority control of mineral fertilizer producer Petrokemija.

Attempts to find a viable privatisation path for the company, 
struggling with heavy debts and costly gas supplies, went 
on for several years.
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Finally, the development of Turkey’s petrochemical industry 
is moving into a phase where Turkish product could soon be 
knocking at the European market’s door much more vigorously.

Petkim, for instance, now has in place the adjacent STAR 
refinery that can provide the feedstock for ambitious 
petrochemical expansions fuelled by capital from 
parent company SOCAR, the national oil company of 
hydrocarbon-rich Azerbaijan, plus a modern container port 
for processing exports.

As things stand, however, Petkim is “aiming primarily at the 
Turkish market to substitute imports, so it is not a risk for 
CEE”, according to Erste’s Pletser.

Analysts have also highlighted the massive enlargement in 
Turkey’s soda ash capacity that has come to fruition in the 
past year has not led to much market incursion in Europe, 
as output has been targeted at markets opened up by lower 
Chinese exports.

CEE players would nevertheless be wise to take heed 
of potentially relentless growth in the size of Turkey’s 
petrochemical industry.

Hardly a month goes by without a significant announcement 
in that respect. By the end of December, for instance, UK’s 
major BP and Azerbaijan’s SOCAR announced they were 
mulling the construction of a large-scale joint venture in 
Turkey for production of purified terephthalic acid (PTA), 
with potential production capacity of 1.25m tonnes/year.

The venture would also produce paraxylene (PX) and 
benzene.

In November, Turkish conglomerate Ronesans Holding 
and Algeria’s state-owned energy and chemicals group 
Sonatrach announced the formation of a joint venture to 
construct a 450,000 tonne/year PP facility in the newly 
declared Ceyhan Mega Petrochemical Industrial Zone, near 
Adana.

Ronesans and industrial zone operator Port of Rotterdam 
will in 2019 be accelerating efforts to attract new investors 
to the location.
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BY JULIEN MATHONNIERE  JANUARY 2019

OPEC is dead. Long live OPEC! The cartel and its leader 
Saudi Arabia may not have the influence they had a decade 
ago, but 2018 has shown, if anything, that they remained 
critically important to global crude prices.

OPEC producers still own an enormous part of global 
supply, even if Russia and the US have since caught up.

The cartel’s decision to start cutting global supply by 
1.2m bbl/day from January will help the market re-
balance in the first half of 2019, but it might prove 
insufficient afterwards.

At present, oil is stuck in a bear market and investors are 
concerned that record US production, now in excess of 11m 
bbl/day, and a skittish fuel market may drag on demand.

US oil remains the wild card in 2019, being no party to any 
supply agreement.

With lower oil prices, the US Administration still has a good 
hand in the game. President Donald Trump has backed off 
on his threats, but he still has the ability to punish and can 
decide to go harder on Iran within the next six months.

US shale drillers have proved more responsive to price 
swings than big oil, but their aggregate response is 
extremely difficult to gauge since they do not coordinate 
their supply decisions.

Data on rig productivity is produced with a one-two month 
lag, and often followed by huge revisions in the next six or 
12 months.

Likewise, consumption responds to changes in price with a 
six-to-18-month lag. By the time demand destruction becomes 
visible, it is too late and prices will have risen too much.

Lower oil prices are likely to boost demand, but OPEC’s 
efforts will have little bearing on the global economy.

Global oil prices are influenced by less visible 
developments at present, among which the drain on US 
dollar liquidity.

CRUDE
CRUDE OIL DEMAND TO SLOW ON TIGHTER LIQUIDITY, HIGHER RISK OF  
DOWN CYCLE 

The current monetary tightening, which materialised 
through higher policy rates by the US Federal Reserve 
(Fed) and hence a stronger dollar, has put emerging 
economies under strain.

Emerging market equities were down 25% between late 
January and late November 2018, with a low probability of 
rebounding in 2019 without a stronger fiscal stimulus from 
China (government spending).

Global oil demand is forecast to grow by about 1.29m bbl/
day in 2019, 1.04m bbl/day of which will come from non-
OPEC countries, according to OPEC.

There is strong refined product growth from countries like 
India, Indonesia, Singapore and Thailand.

For the past few years, those emerging economies have 
benefited from high liquidity and tight fiscal policies, but 
the trend is inverting towards looser policies and tighter 
monetary supply.

RECESSION WOES 
There is a higher risk of recession and US growth could 
slow to less than 2% in the second half of 2019, converging 
downward with those economies. The run-up in US 
Treasury yields and appreciation of the dollar hence poses 
a significant stress test to the global financial system.
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US Fed chairman Jerome Powell said in November that 
interest rates remained “just below the broad range of 
estimates of the level that would be neutral for the economy”, 
implying a possible pause in the pace of policy rate hikes.

However, monetary tightening will persist as the Fed 
continues to reduce its balance sheet holdings.

If the risk of a liquidity crisis crystallised, failing any 
adequate policy response and given the current oil supply 
overhang, the market would have to rebalance through 
either lower oil prices or slower growth. The latter option is 
already happening in Europe and in China.

Despite the US-China trade truce at the G20 summit in 
Argentina, fundamental issues remain unsettled.

China’s biggest problem is weakening credit growth despite 
cautious policy support, and the country’s GDP is expected 
to remain weak until the second quarter of 2019, with 
growth forecast at around 6.1%, down from 6.5% in 2018.

Global economic growth is forecast to weaken from about 
3.7% in 2018 to 3.5% in 2019.

The broader analysts’ consensus seems to point to 
downside risk, notably on rather poor 2019 trade prospects 
and steady geopolitical risk, notwithstanding the tighter 
monetary conditions.

If China’s economy slows down, there will be less demand 
for commodities, including for crude oil. This tends to 
reinforce the argument for a decline in the US Fed’s five-
year breakeven rate, which represents investors’ view on 
the annual inflation rate until 2023. There is less risk of 
overshooting on the inflation target in 2019.

Both the Brent and WTI price curves are currently in 
contango, a situation where prices for future delivery are 
higher than prompt prices (upward-sloping forward curve) 
and that usually signals an oversupplied market. The 
expectations are for the price structure to flip back into 
backwardation, if possible with a lasting phase of lower 
price variation. 
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BY JONATHAN LOPEZ  JANUARY 2019

 EUROPE CHEMICALS OUTLOOK

 EUROPE CHEMS BRACE FOR SLOWDOWN AS UNCERTAIN POLITICS BITE

OTHER

European chemicals are looking to 2019 with little hope that 
business levels will match those posted over the previous two 
years as global politics turn sour and dent confidence.

The global economy has been expanding for a few years 
at healthy rates, and the party could not continue forever, 
conceded the head of petrochemicals at Europe’s chemicals 
bellwether BASF late in 2018.

Europe’s own dynamics meant that many regions were still 
in recovery mode by 2018, and a global slowdown in 2019 
will undoubtedly affect much-needed job creation as well as 
employees’ bargaining ability to gain purchasing power in 
relation to inflation.

In turn, consumer confidence is expected to be hit and, with it, 
consumption levels.

The EU-wide chemicals trade group Cefic expects chemicals 
and petrochemicals output to grow by 0.5% in 2019, year on 
year, as manufacturing is forecast to expand by 1.5%.

In 2019, the EU will also need to deal with the consequences 
of what increasingly appears as a disorderly UK departure 
from the bloc.

That departure is likely to hurt the country’s chemicals, a 
powerful industrial sector that exports most of its output to the 
other 27 EU nations.

In 2019, petrochemical watchers in Europe will be waiting to 
see if the expected tsunami of US-origin polymers – especially 
polyethylene (PE) – finally arrives to the region’s shores, 
putting pressure on prices and local producers alike.

The wave of US product was expected earlier, but delays 
at source pushed back those exports. By the end of 2018, 
however, low grades of the polymer were already entering 
Europe.

2019 is unlikely to be, on the other hand, the year in which 
the Turkish polymers markets recover after the political woes 
of 2018, with sources on the ground predicting the upturn will 
only come in the 2020s.

The recovery of the 80m-strong country’s economy and its 
stability is key for Europe.

Caught in the middle of it, Europe will also need to deal in 
2019 with the US-China trade war. Its development, and 
a potential worsening of relations between the two world’s 
largest economies, will be one of 2019’s fascinating unfolding 
stories.

The political chaos in the US meant the year 2018 ended with 
a government shutdown, the third in 12 months and for which 
the country’s stock markets closed the year with their worse 
December in decades.

Economists and financial analysts erred at the beginning 
of 2018 with overly optimistic forecasts for the European 
economy, after a bumper 2017 that created hopes that even 
manufacturing in Europe was set for a revival not seen in 
decades.

“2018 turned out to be an almost perfect reverse image of 
what happened in 2017: following a record year for growth in 
2017, and with manufacturing PMIs [index measuring activity] 
having reached historic highs, the eurozone started 2018 with 
widespread optimism,” said analysts at London-based Oxford 
Economics.

“Both we and the consensus were a bit too optimistic … 
Sentiment soured quickly as the combination of trade tensions 
abroad and a myriad of disruptions at home hit the European 
industrial sector.”

Europe’s industrial sectors were impacted in 2018 by new 
carbon dioxide (CO2) emissions testing systems for the 
automobile industry – a key job provider in all major EU 
countries – and low water levels on the River Rhine, a 
problem which hit chemicals hard as the waterway is a real 
‘motorway for chemicals’ in northwest Europe.

GERMANY: OPTIMISM DWINDLES
By all measures, the German economy, with unemployment 
at record lows and the state posting annual fiscal surpluses, 
could well be the envy of most European countries.

For some reason, however, it is Germany’s corporates that 
have adopted a downbeat tone for 2019, and the country’s 
chemicals trade group VCI has warned that its members were 
preparing for a “less optimistic” year ahead.
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The group said that the stunning upswing in Germany’s 
economy in recent years was nearing its end, attributing the 
woes to Brexit unknowns and global trade conflicts – as well 
as few homegrown problems.

Any disruption to global trade is set to affect the export-
intensive German manufacturing sectors. Were trade conflicts 
to worsen in 2019, Germany’s chemicals and the chemical-
intensive automobile industry are set to be one of the losers.

VCI’s members employ nearly 500,000 people in Germany’s 
powerful chemical industry, but the trade group has warned 
that high energy costs, a lack of infrastructure spending or 
labour shortages also threaten its global competitiveness.

Late in a mid-December Friday evening, when the markets 
had shut for the week, Germany’s chemicals major BASF 
slashed its earnings forecast for 2018 and warned about the 
challenges ahead.

The firm’s shares tumbled the next Monday morning as the 
company told investors its financials had been hit by higher 
logistics costs, weak demand from the automobile industry 
and global trade conflicts.

Germany’s own political developments, with Chancellor 
Angela Merkel on her way out and the political system veering 
into a more plural, less stable multiparty system, will also 
make for high political drama in 2019.

A sign of the times, the rest of European countries’ politics 
are in no better position, with all major chemicals-producing 
nations experiencing soul-searching political moments which 
will dent economic confidence in 2019.

The France of Emmanuel Macron appears to be adding 
dynamism to an economy in dire need of it, but still-high 
unemployment and a squeezed middle class with bleak 
prospects are causing social unrest. The President’s approval 
ratings are low.

In Italy, odd bedfellows – the far-right and the far-left – have 
formed a government coalition which promises to disrupt EU 
policies in 2019 due to its intention to upend the bloc’s budget 
rules, although the dispute seems for the moment resolved.

Tired of bearing decades of economic stagnation, hardened 
by austerity post-financial crisis, Italians are finding populism’s 
verses an attractive narrative to turn the system upside down.

In Spain, a successful vote of no confidence against Mariano 
Rajoy in June 2018 returned the Socialists to government but, 
with only 84 seats in a 350-chamber, the cabinet is struggling 
to pass meaningful measures, while the recovery post-
housing bubble and crash is only work in progress.

Both the largest chemicals trade group and the largest trade 

union within chemicals said by the end of 2018 the cabinet 
lacked a clear industrial policy worth that name: a constant in 
a country dismissive of its industry.

BREXIT: BRACING FOR HARDSHIP
The direst situation of all, however, is the UK’s. Two-and-
a-half years after the referendum on EU membership, the 
lack of planning is starting to put a strain on the economy as 
uncertainty pauses investments and scares away potential 
new investors.

A withdrawal agreement between the UK’s government and 
the EU was voted down in London’s Parliament in January. 
The EU’s official line is that the deal on the table is the only 
possible deal; departure date is planned for 29 March 2019.

The UK’s chemicals trade group the CIA remains convinced 
that any crisis can bring up positives and, undoubtedly, 
since referendum day it has done a good job highlighting 
the country’s recovering chemicals sector as a way to build 
industrial strength for post-Brexit times.

However, the CIA’s demands for a post-Brexit EU-UK 
relationship – like minimal disruption to trade or the ability to 
hire EU nationals without added bureaucracy – have so far 
remained elusive and there are fears a disorderly exit from 
the single market will greatly weaken the industry and its 
competitiveness.

There is one aspect of Brexit, however, which appears now 
tilting towards the industry’s liking: the UK is to maintain 
some sort of membership to the EU regulator, the European 
Chemicals Agency (ECHA).

A highly Reach-compliant UK chemicals industry would 
suffer from having to start again from scratch, in terms of EU 
chemicals regulations.

RHINE MEETS CLIMATE CHANGE
In 2019, chemicals executives in northwest Europe and 
meteorologists will have one thing in common: they will be 
watching closely snowfall in the Alps during the winter months 
(January-March), and what the water levels on the River 
Rhine will be in the spring and the summer.

BASF’s higher logistics costs in 2018 were precisely caused 
by the Rhine’s low levels, showing how a fault in the key 
waterway can bring havoc to chemicals.

An article published on ICIS in 2005 already highlighted how 
the River Rhine’s future water levels would depend on how 
climate change affected the Alps area.

Fast-forward 13 years and, after a dry winter followed by 
a hot and even drier summer, historic low water levels put 
a strain on chemicals logistics in Europe from mid-2018 to 
December.
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Last-minute rainfall in December helped the Rhine gained 
levels not recorded since the previous winter, which is set 
to help overcome a backlog of barge transport as soon as 
January 2019.

However, 2019’s logistics and their dependence on the Rhine 
show to what extent climate change may be already a reality.

One dry year in a century may be manageable, but one dry 
year every decade – as some experts are predicting for the 
River Rhine – would bring too much havoc, too often, to 
Europe’s chemicals logistics.

Although details are scarce, even BASF – whose flagship 
site of Ludwigshafen sits on the Rhine’s bank – has said 
it is exploring alternative transport methods in order to be 
prepared for potentially more recurrent droughts.

EMISSIONS: LOWER PLEASE
The challenge of climate change continues to be the systemic 
risk threatening both industry and society at large. Many 
climate experts are turning negative, arguing time has actually 
run out to contain global warming.

As a sign of how difficult fighting global warming will be, the 
last UN Conference of the Parties (COP) held in December 
2018 to follow up on the 2015 Paris Agreement was held in 
Katowice, southern Poland.

This would be nothing extraordinary, at first sight. However, 
Katowice is surrounded by coal mines still working at capacity, 
and is a large city in a country which still produces most of its 
electricity from coal.

Despite its rapid deployment, renewable and non-polluting 
energy sources remain a small portion of the energy mix. 
Moreover, the supposed panacea of transport electrification 

will only be a fantasy as long as that electricity is produced 
with the most polluting fossil fuel, coal.

China and India are heavily reliant on coal, and the global coal 
mining majors watch with pleasure how emerging countries 
tirelessly continue building coal-fired power stations.

Probably the biggest challenge of them all, climate change 
promises to disrupt deeply-held industrial technologies and 
habits – as well as the livelihoods of millions around the 
world.

Whether new inventions can spare us from global warming 
remains to be seen. For now, some optimistic analysts believe 
that we already have the tools to start avoiding the disaster.

Steven Chu was an energy minister in the US government 
between 2009 and 2013, an idealistic physicist who believes 
in science’s power to fix humankind’s problems.

While acknowledging the huge task ahead, Chu told 
European petrochemical executives at the EPCA forum 
in Vienna in October 2018 their sector could be at the 
forefront of a decarbonised industry that is truly sustainable 
in the long term.

He went even further and argued that in 50 years Europe’s 
petrochemical industry could be fully decarbonised.

“It’s going to take half a century, this doesn’t happen 
overnight … There are new technologies, like the 
thermochemistry approach, and electric chemistry [that can 
help with the task],” said Chu.

“We have to change. We don’t know what the outcome will 
be [if we start acting now] but the sooner we start, [the better]. 
The situation is turning very difficult.”
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BY TOM BROWN  JANUARY 2019

M&A IN EUROPE 
WEAK GROWTH, CHEAP MONEY CONTINUE TO DRIVE 2019 M&A, 
MID-MARKET SLOWS 

OTHER

Mergers and acquisitions (M&A) activity is likely to remain 
brisk in the first half of 2019, as the pace of economic growth 
slows and money remains cheap, but valuations remain high 
and the number of available targets may be falling.

The frenetic pace of dealmaking in recent years continued into 
late 2018, with the crop of megadeals such as the mergers 
between Bayer and Monsanto, and the belatedly approved 
tie-up between Linde and Praxair continuing to drive big-ticket 
M&A through divestments.

The year saw a lot of long-awaited deals close, and others 
inch closer to completion.

BASF acquired €7.6bn-worth of Bayer assets, marking a 
strong move into agrochemicals and away from oil and gas for 
the Germany-based chemicals giant.

AkzoNobel completed the divestment of its specialty 
chemicals business, now known as Nouryon, while INEOS 
moved to acquire Ashland’s composites business for $1.1bn .

Investor pressure for European chemicals players to 
evaluate their portfolios and hive off non-core businesses is 
likely to continue to create acquisition targets, with BASF’s 
construction chemicals business and Evonik’s methyl 
methacrylate operations expected to be placed on the sales 
block next year.

However, local players have been slower and less radical 
in restructuring than many companies elsewhere, and listed 
European chemicals companies have fallen to the last place 
for shareholder returns, according to Boston Consulting Group.

“European companies in general have done less of their 
homework than North American players. Then of course, 
if you have a whole market where the customer industries 
are growing weaker then you are also affected. Consumer 
markets in Europe are going slower than in the US,” said 
Andreas Gocke, a senior partner at BCG.

While worker representation on company boards and other 
protections limit the power of activists in Europe relative to 
the US, low returns and sluggish economic growth may drive 
more aggressive moves by shareholders in the future, which 
could stand to offer up new acquisition targets.

The steady flow of mid-cap deals may be limited by a dwindling 
number of available targets, with the number of independent 
companies with around $1bn in annual revenues continuing to 
shrink, according to data from the Valence Group.

This could stand to stifle the steady thrum of mid-cap buys as 
companies hive off divisions or seek to expand into new markets, 
according to Baader Bank chemicals analyst Markus Mayer.

“This mid-cap acquisition market is cyclical and the cycle is 
already coming down, there might be some assets coming 
into the market… but overall I think the mid-term deals will not 
accelerate in 2019,” he said.

“I think that we come into a situation where at the petrochem 
intermediates side more stressed targets coming into focus 
which could also be larger targets, or really unfriendly 
takeover approaches at companies where the share price 
level has fallen too much,” he added.

Limited numbers of prospects, particularly in high-growth and 
specialist sectors, has pushed up acquisition multiples, and 
there has been little reduction in price tags despite falls in 
share price values, according to Baader.

“What I’ve heard from some private equity companies is that 
so far valuations for M&A deals have not yet come down in 
contrast to the share prices of listed companies,” said Mayer.

While interest in chemicals prospects from investors and trade 
buyers remains strong, acquisition costs are starting to put off 
potential owners.

Former Covestro CEO Patrick Thomas has warned against 
current high M&A costs, saying that investor eagerness may 
result in deals that fail to pay off.

Analyst at London-based Bernstein Research earlier this year 
warned that the prices being paid for some assets is high and 
the risk of overpaying is substantial.

The value proposition at such prices makes deal calculus 
particularly precarious for commodity chemicals assets, 
according to Tristan Nagler, managing director at Aurelius 
Investments, which specialises in turnaround purchases of 
low-performing industrial businesses.
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“Whilst we do have investments in chemicals businesses, I 
would say the sector is not as prevalent [in our portfolio] as 
some other sectors, I think partly because it tends to be quite 
a highly-priced sector, and the listed operators trade at what I 
would say are quite high multiples,” he said.

“As a result, we don’t see that many investment opportunities 
suitable to Aurelius’ strategy in the sector. Those we do see we 
would often conclude are a little bit expensive for us,” he added.

However, funding remains cheap despite murmurs by central 
bankers that the historic low interest rates seen in the post-
financial crash era may be set to increase. The European 
Central Bank (ECB) has wound up quantitative easing but has 
stated that it will not increase rates until the summer at the 
very earliest.

Policymakers at the Bank of England (BoE) had been 
expected to increase rates sufficiently to give it headroom to 
cut in the event of market unrest following the UK’s departure 
from the EU, but tepid growth in the country has increased the 
risks associated with any significant ramp-up.

With affordable European debt finance set to continue to goose 
the M&A market at least through the first six months of 2019, 
companies may also be prompted to seek non-organic growth 
in light of the bleak demand picture going into the new year.

The momentum behind the economic recovery that began 
in late 2017 had already started to abate by the second half 
of 2018, with economists and organisations cutting growth 
forecasts for Europe and much of the global economy in light 
of political tensions and bearish consumer demand.

Industry group Cefic now forecasts 0.5% output growth for the 
EU chemicals sector compared to a 0.5% contraction in 2018 
volume growth on average for European chemicals firms next 
year, against projected GDP growth of 1.9%, according to the 
European Commission.

Baader is projecting volume growth of 2-2.5% and pricing 
increases of around 1%, which would represent 3% organic 
growth year on year compared to around 5% in 2018.

The chemicals industry in particular is expected to be 
affected by a destocking drive, as water levels improve on 
the River Rhine, oil prices fall and companies seek to run 
down stock.

“Chlor production has dropped massively in the fourth quarter 
which is always a sign that the demand is coming down 
more strongly than expected or that destocking is happening, 
because I’ve heard from several privately owned chemicals 
companies that they saw destocking and expect further 
destocking,” Mayer said.

Acquisition appetite for UK targets is likely to be subdued 
as the country limps toward the 29 March deadline that will 
theoretically spell its break away from the EU, but buyers who 
are not driven by tight hold and sell schedules may be in a 
position to pick up some bargains, according to Nagler.

“If we were trying to take a risk now on sterling vs euro or vs 
dollar we’d be a little unwise to have a short-termist view,” 
he said. “I have no doubt that there are business owners who 
will want to exit Britain or Europe. Shareholder returns are 
not necessarily going to come thorough in the medium term. 
There will be investors who are owners of businesses not 
prepared to provide capital because the return is not as good 
as it would be elsewhere,” he added.

With cheap finance and a need to exceed projected organic 
growth levels to meet revenue targets, the M&A market is 
likely to remain lively through the first half of the year.

But the extent of the projected downturn in demand and 
higher debt costs likely into 2019 could start to drive down the 
premiums paid for businesses. 
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BY SERGEI BLAGOV  JANUARY 2019

RUSSIA’S CHEMICAL OUTLOOK

RUSSIA’S LARGE PETCHEMS EXPANSIONS FACE DELAYS, HIGHER TAXES 

OTHER

Russian major petrochemicals producers are keen to 
continue expansion projects in 2019, but economic volatility 
and higher taxes are likely to put a strain on project 
development.

Some of these ambitious petrochemicals projects have so 
far been developing slower than expected, and this slow 
pace of development is likely to continue in 2019.

The Russian authorities have repeatedly pledged tax 
breaks and direct subsidies to support investments in new 
chemical and petrochemical projects in order to encourage 
“import substitution” designed to limit the country’s 
dependence on imports.

In 2018, total investments in Russia’s chemical sector were 
estimated to exceed Russian roubles (Rb) 500bn ($7.5bn), 
nearly 20% up year on year.

In 2012-2017, these investments amounted to Rb2,000bn 
($30bn), according to the Russian ministry for energy.

As a result of these large investments, Russia is expected 
to have increased its annual chemicals exports to $34bn/
year by 2024.

As a comparison, the latest data available, corresponding 
to the January-October 2018 period, Russia’s total exports 
of chemical products totalled $22.13bn, up 14% up year on 
year, according to the government statistics.

The Russian authorities and major businesses consider 

new chemical and petrochemical projects key to achieve 
“import substitution” as well as increase exports.

The country’s leading petrochemicals producer SIBUR 
moved in 2018 towards completion of its major project 
ZapSibNefthekhim complex, with full production capacity 
for ethylene expected at 1.5m tonnes/year.

The company has pledged to finish construction works by 
mid-2019, in a project which has the backing of the Russian 
government despite repeated indications of domestic 
polypropylene (PP) overproduction.

Apart from 500,000 tonnes/year of PP, SIBUR also expects 
to produce 500,000 tonnes/year of propylene and 1.5m 
tonnes/year of polyethylene (PE).

The project is located in the Tyumen region in western 
Siberia, and is expected to come onstream in 2020.

By November 2018, construction works at 
ZapSibNefthekhim were 90.5% completed, while equipment 
delivery to the site was 98.4% finished, according to the 
company.

Another large petrochemical project to come onstream is 
Nizhnekamskneftekhim (NKNKh) complex, the first phase 
of which is expected onstream by 2019 with production of 
600,000 tonnes/year of ethylene.

A second phase, planned for 2025, will bring into the 
market an additional 600,000 tonnes/year of ethylene.

The project’s costs is estimated at $7.8bn, according to the 
company.

DELAYS, COST OVERRUNS  
The Russian government has repeatedly pledged to grant 
direct financial support to infrastructure projects needed to 
build a key plant of the Eastern Petrochemical Company in 
Nakhodka port on Russia’s Pacific coast.

The Eastern Petrochemical Company is controlled by 
Russia’s oil major Rosneft and, despite earlier pledges to 
start construction work imminently, the project appear to be 
taking longer to start up than expected.
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Plans to build the major petrochemicals and fertilizers 
complex in Nakhodka, in the Primorie region in the Russian 
far east, first surfaced as long ago as 1974.

Rosneft started considering this project again in 2007, 
forming the Eastern Petrochemical Company in 2011, but 
in March 2018 it found difficulties in agreeing gas supplies 
with Russian major Gazprom.

Rosneft was reportedly seeking gas supply from Gazprom’s 
gas fields, but the gas major would have only been 
prepared to provide feedstock from its pipelines from the 
Sakhalin-1 venture.

The project also became subject to cost overruns. By 2018, 
estimates placed the construction costs for the Eastern 
Petrochemical Company at Russian roubles (Rb) 1,300bn 
($19.5bn), compared to prior estimates of Rb659bn 
($9.9bn).

The plant in Nakhodka would have capacities to produce 
2m tonnes/year or urea, 1.1m tonnes/year of ammonia and 
1m tonnes/year of methanol.

Start up date was expected for 2021, but it is far from clear 
whether this timeframe could materialise.

Other behind-schedule projects in Russia would include 
Novourengoi gas chemical complex (NGCC), in a project first 
envisaged in 1993 but frozen in 1996 due to a lack of funding.

Revived by Novourengoi, a subsidiary of Gazprom, in 2004, 
the project is expected to produce 300,000 tonnes/year of 
ethylene and 300,000 tonnes/year of PE.

Start up date is expected for 2021.

There are limited prospects for NGCC and other stalled 
projects to be significantly expedited in 2019, because 
the majority of Russia’s chemical and petrochemical 
businesses are likely to be adversely affected in 2019 by 
increasing taxes.

Notably, Russia’s value-added tax (VAT) rate is due to 
go up from 18% to 20% from 1 January 2019, and the 
increasing tax burden on corporates could potentially make 
some new projects less economically viable.
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SHIPPING

EUROPE SHIPPING TO FEEL EFFECTS OF TIGHTER VESSEL SPACE, 
POLITICAL TENSIONS 

OTHER

BY CLARE PENNINGTON AND SARAH TRINDER  JANUARY 2019

The shipping market may see a more positive year in 
2019 amid changes in fleet size and shifts in demand for 
methanol, although ongoing political tensions, growing 
participation from Russia and looming regulatory change 
for 2020 could prompt an uncertain couple of years.

VESSEL SPACE TO TIGHTEN FROM 2019 ONWARDS
“2019 will be the year it improves – maybe second half 
2019, though, as I don’t expect any dramatic changes over 
the next few months,” a source said.

The source said that up to around 50% of the 19,000-
20,000 deadweight tonne (DWT) stainless steel vessels are 
nearing 20 years in age, with a tendency to scrap vessels 
when they hit 15-20 years of age.

There is no significant newbuilding programme in place 
despite this, which could see vessel space tighten in 
coming years, with scrapping levels across all shipping 
market segments said to be at the highest they have been 
in years.

Growing demand from Asia for methanol is likely to 
exert further pressure on vessel space, with the source 
suggesting this could grow threefold, with volumes most 
likely to be procured from the US.

Methanol is increasingly being transported in bigger 
volumes, taking larger tonnage out of the chemical tanker 
segment.

Some shipping companies are looking into investing in 
larger tankers of  30,000-50,000 DWT as a result.

This will have an impact on the smaller tanker segment in 
Europe, as larger vessels on deep-sea voyages will not 
be able to sail into smaller European ports and will need 
coasters to bring cargoes into port, the source said.

Shortsea vessel operators in Europe are struggling to 
employ their vessels more than one or two voyages ahead 
as a result of recent subdued market conditions.

IMO 2020 - SHIPPING COMPANIES GEAR UP FOR 
FUEL CHANGE
International Maritime Organisation (IMO) sulphur 
regulations come into effect at the start of 2020 and are 
expected to shake up the shipping industry, as vessels will 
need fuels containing 0.5% or less sulphur.

Some expect bunker fuel prices to increase but ships will 
still need to run and compete for cargoes, leaving owners 
trying to juggle the need to have fuel costs covered but also 
to fill vessels.

With little more than a year to go, shipping leaders have 
said they are still testing, or yet to test, new technologies or 
fuels that are not widely available.

The deadline cannot be pushed back. And questions 
remain about who will enforce this, with regions and 
individual ports potentially being lined up to do this, rather 
than the IMO.

From the shipowners, ports and engine makers, to the 
refiners, lubricant manufacturers and additive makers, each 
link in the marine and fuels supply chain faces unique, 
though inextricably linked challenges.

TRADE WAR TO CONTINUE TO IMPACT SHIPPING 
ACTIVITY
Political tensions and decisions may continue to have an 
impact on the European shipping industry.

The ongoing trade war between the US and China and the 
decision by the US president to reinstate sanctions on Iran 
were cited as having an impact on the European shipping 
market recently, with the outlook unclear for 2019.

Chinese tariffs on many US imports have created 
opportunities for many Asian and even Latin American 
players to pick up some of that market share. As a result, 
some have suggested, overall trade in chemicals between 
Asia and Europe is slower than it might have been, in both 
directions.
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RUSSIA’S GROWING IMPACT ON SHIPPING
One surprising influence on the shipping industry is Russia. 
And the full impact of Russia’s growing role in chemical 
tanker shipping has not yet been appreciated, according to 
a source with business there.

State-owned energy giant Gazprom has begun investing 
heavily in downstream and chemical markets in recent 
years, as well as “removing some red tape” in their selling 
process, the source said.

Russia has gradually increased export volumes in some 
chemical products to the US since 2014, displacing or 
dampening some export volumes traditionally delivered 

from European countries when arbitrage windows open.

Russia’s competitiveness over European oil and 
petrochemical exports is opportunistic but growing, said the 
source. Trade ties from Russia to China are strengthening 
through state-directed, long-term political strategies that 
involve interconnecting and nearby countries as far as 
Thailand.

And nowhere can this shift be seen more directly in 
European waters than in Russia’s growing trading 
relationship with Turkey and other countries to Europe’s 
south and east.

Additional reporting by Vicky Ellis.
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European styrene butadiene rubber (SBR) growth in 2019 
is  expected flat or limited despite numerous downstream 
investments in central Europe.

Hopes for growth, however, are pinned on recovery in the 
Asian market, although this is dependent on developments 
in the US-China trade war.

The European SBR market is adopting a more conservative 
approach for 2019, with market projections of growth 
ranging from flat to a 1.5% increase.

While growth in western Europe has been mostly stable 
over the last few years, central Europe’s growth in tyre 
manufacturing is a key area of focus for the market.

There have been several announcements for new tyre 
production in central Europe from companies such as 
Nexen and Apollo Tyres, which are expanding in this 
region.

Trelleborg, which previously acquired Mitas, is also 
investing in production in Serbia, while China’s Shandong 
Linglong Tire has also announced plans for a large tyre 
investment in Serbia in 2019.

These developments make central Europe a key region for 
Europe’s SBR, as the largest use for the material is in the 
manufacture of tyre products.

The replacement tyre market drives the majority of SBR 
demand, along with the original equipment manufacturer 
(OEM) market.

Replacement tyre sales figures were relatively stable in the 
first six months of 2018.

Other areas of possible growth highlighted include Turkey 
and North and South America, despite the currency crisis in 
some emerging markets in 2018.

“North [America] is still forecast at good GDP growth, 
while in South [America there] is a new mood of recovery, 
especially in the Brazilian economy” after the 2018 
elections, an SBR supplier added.

UPSTREAM CONCERNS
Market volatility in the upstream butadiene (BD) market is 
an area of concern for SBR players for 2019, however.

Most canvassed sources envisage balanced-to-long supply 
conditions in 2019 despite a heavy cracker turnaround 
period in the spring.

“[The] maintenance period in Q2 might slightly decrease 
the supply and make the market more balanced,” added a 
supplier.

Despite this, there is a view that supply levels will be 
sufficient in 2019 if the export arbitrage from Europe to Asia 
remains closed.

Throughout most of 2018, low natural rubber prices in Asia 
have weighed on synthetic rubber demand, limiting export 
demand out of Europe.

If the European BD market rebounds in the second quarter 
of 2019, imports into Europe from Asia could increase.

“It all depends on Asia, something which is the most 
critical factor … The first quarter [of 2019] will bring some 
answers,” said a distributor.

European players are waiting for the uncertainty 
surrounding the US-China trade war to unfurl in 2019.

In December 2018, a 90-day hiatus in tariff hikes was 
agreed between the Presidents of China and the US, 
Xi Jinping and Donald Trump, at the G20 summit in 
Argentina.

The market is waiting to see if Asian demand will pick up 
at the beginning of 2019, ahead of the Lunar New Year in 
February.

China’s automotive demand, and the wider economy, 
have slowed down, a factor which is adding to the general 
market uncertainty.

SBR prices in 2018 failed to reach the heights of 2017; 
consequently, 2018 was less volatile overall.

OTHER
STYRENE BUTADIENE RUBBER (SBR)   

EUROPE SBR HOPES FOR EXPORT REBOUND IN 2019 AMID CONSERVATIVE 
LOCAL GROWTH EXPECTATIONS      
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The EU-wide introduction of the Worldwide Harmonised 
Light Vehicle Test (WLTP) for emissions testing in vehicles 
on 1 September led to a surge in passenger car sales 
during the summer, ahead of the deadline, but automotive 
demand slowed sharply after this point.

By the end of 2018, however, demand in the automotive 
sector in Europe was recovering.
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