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China polyethylene (PE) prices were expected to stand at 
a comparatively high level in the first half of 2019 due to 
slowed capacity expansion.

According to ICIS data, the PE total supply in China is 
expected to be 9% in 2019, while the growth rate in 2018 
is 11%.

The actual domestic PE output will increase by around 
1.4m tonnes/year in 2019.

China’s import growth is expected to remain at around 
10% in 2019, taking into account the continued release 
of new US capacity. US high density PE (HDPE) and linear 
low density PE (LLDPE) exports to China incur an extra 25% 
tariff due to the US-China trade war, which has escalated from 
June 2018.

Although negotiations between China and the United 
States at the G20 summit in end November seemed to 
show signs of easing the trade war, PE exported from the 
United States to China will still be greatly restricted until the 
additional tariff is truly cancelled.

BY ANGIE LI

PLASTICS & POLYMERS
POLYETHYLENE (PE)
CHINA PE MARKET EXPECTED TO STAY AT A HIGH LEVEL IN H1 
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NEW AND EXPANDED PE UNITS (2019)

Region Province Producer
Capacity (1,000 tonnes/year) Upstream Actual/expected

LLDPE HDPE LDPE time to start-up

South China Guangdong CNOOC Huizhou 300 400 Naphtha ethylene cracker May-18

Northwest China Shaanxi Yan'an Energy and Chemical 450 CTO Sep-18

North China Inner Mongolia Jiutai Energy 250 CTO Jul-19

East China Anhui Zhong’an Lianhe Coal Chemical 350 CTO H2 2019

Northwest China Qinghai Qinghai Damei 300 CTO Q3 2019

East China Zhejiang Zhejiang Petrochemical 300 HD/LLD 450 Naphtha ethylene cracker Q3 2019

Northwest China Ningxia Baofeng Energy 300 CTO H2 2019
Source: ICIS

The China domestic supply growth rate is expected to be 
around 8% in 2019, while most expansions were scheduled 
in the second half of the year. Therefore, some market 
players expect PE prices to go up.

In 2019, the Chinese new PE expansion capacity is estimated 
to increase by 1.95m tonnes/year compared with 2018.
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According to US International Trade Commission (ITC) 
data, the US exported to China 26,569 tonnes of PE in 
October, 68.1% lower than in June.

According to China customs data, China imported 1.3m 
tonnes of PE in January-November 2018, up by 20.2% 
compared with 2017.

PE import cargoes from Saudi Arabia and India increased 
most rapidly, mainly due to the impact of the local new 
capacity release.

Market players said imports from those two places will continue 
to increase in 2019 due to the restriction on US PE exports.

Iranian PE imports shipments have been delayed since 
November mainly due to the new round of economic sanctions 
imposed by the United States on Iran on 4 November.

Although China’s payment for Iranian cargoes has not 
encountered many problems, Iranian shipping companies 
have been diminished, which resulted in the shipment delay.

Local distributors thought the shipment delay may not 
improve in 2019.

According to market sources, China accounts for 75% of 
Iranian PE total exports.
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OVERSEAS PE EXPANSION IN 2019
Company LDPE HDPE LLDPE Location Start-Up

Formosa Plastics 400 400 Point Comfort, Texas H1 2019

Sasol 420 470 Lake Charles, Louisiana Dec 2018 (LLDPE), 2019 (LDPE)

LyondellBasell 500 La Porte, Texas Q4-2019

Petronas 400 350 Johor, Malaysia Q4-2019

Sibur HD/LLD:400*2, HDPE:350*2 Russia Q4-2019
Source: ICIS

US PE has flowed instead to North and South America, and 
southeast Asia since July, according to the US ITC data.

Although the new US capacity will not impact the China 
market directly, the expansion of new US PE units will 
squeeze other cargoes to increase exports into China, 
impacting the global supply and demand balance.

CHINA IMPORT PE BY COUNTRY IN 2017-2018
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Source: ICIS

Some market players said spot PE prices being pinned at 
current high levels also contributed to the delayed arrival of 
Iranian cargoes.

But they also were concerned the market may experience 
downward pressure if those Iranian cargoes arrived before 
the Chinese Lunar New Year holiday.

China’s demand was expected to weaken from mid-
January, as most distributor and downstream converters 
gradually retreat from the market due to the holiday, which 
begins on 2 February.

Some distributors pre-sold their imported cargoes which 
will arrive in the local market before the Lunar New Year in 
February, amid better margins than currently.

Local RMB prices for January arrival cargoes are much 
lower than spot import prices, and the gap of some grades 
reached CNY300-400/tonne.

Some industry sources said the market may not be as bad 
as expected before the spring festival, considering the 
inventories had been consumed in advance.

However, several domestic suppliers had different views of 
the market trend.

Although most January and February arrival 
import cargoes had already been consumed, local 
downstream consumers have already replenished 
feedstocks, which is not conducive to spot sales from 
domestic sources.

A source from Sinopec also indicated domestic supply in 
January would undoubtedly increase as Shanghai Secco 
and Fujian Refining and Petrochemical resumed production 
in end December.

Domestic petrochemical suppliers still may cut offers, in 
order to destock their inventories in January 2019.
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The outlook for China polypropylene (PP) prices is 
somewhat pessimistic, with expectations of oversupply 
but weak demand in early 2019.

On 1 December, the US and China agreed to halt 
additional tariffs during the G20 meeting in Argentina. 
In response, both commodity and stock markets were 
supported markedly and PP futures prices climbed for three 
consecutive days, 3-5 December.

However, most market players held a pessimistic attitude 
for the first quarter of 2019.

The auto industry is one of PP’s largest downstream 
industries. It faces its first annual sales decline in 28 years. 
Data released by the China association of automobile 
manufacturers (CAAM) on 11 December showed that 
2.55m vehicles were sold nationwide in November 2018, 
down by 13.9 percent year on year. Auto sales fell for the 
fifth straight month from the previous year. From January to 
November 2018, China sold 25.42m vehicles, down 1.7% 
from a year earlier.

In addition, if China and the US fail to reach an agreement 
within 90 days in terms of technology transfer, protection 
of intellectual property, non-tariff barriers, alleged cyber 
intrusions, alleged cyber theft, services, agriculture and 
other issues, the import tariff rate will be raised from 10% 
to 25%.

Under such huge uncertainty, downstream export-America-
oriented orders are difficult to accept.

The north China market is the most pessimistic. Affected 
by the air pollution, small downstream factories shut down 
frequently, resulting in weaker demand.

Meanwhile, demand will decrease along in early 2019 
ahead of the Lunar New Year holiday (4-10 February).

“At the end of the year, most companies need to realise 
capital recovery. I think there’s little chance of restocking,” a 
trader in south China said.

“As spring festival is approaching, everyone needs funds; 
there won’t be too much stock,” another trader in north 
China said.

“Overall microeconomic downturn weighs down on the 
commodities market,” a trader in east China said.

“We are not a hurry to purchase, as we also restocked 
some in the week ended in December; we are waiting for 
lower prices,” one downstream buyer said.

There will not be too much pressure for domestic supply 
before spring festival.

First, there is no new capacity coming on line in China in 
the first quarter.

Second, the only new capacities in 2018 were CNOOC & 
Shell Petrochemicals’ (CSPC) 400,000 tonne/year PP plant 
and Yanchang Yan’an Energy’s 250,000 tonne/year PP 
plant. This resulted in a growth rate of PP capacity of less 
than 3%, much lower than in previous years.

According to ICIS, state-owned petrochemical giants 
Sinopec and PetroChina have recorded a combined PE 
and PP inventories of 600,000 tonnes, lower than the 
comfortable level, since 7 December.

But domestic supply pressure may come after spring 
festival. Most downstream factories in China typically shut 
down for the duration of the holiday, with some extending 
the downtime even longer. In contrast, PP plants will 
continue running, resulting in higher inventory that will 
eventually weigh on prices.

BY DORA XUE
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CHINA PP MARKET TO REBOUND ON CHINA-US TRUCE, BUT SEE PRESSURE IN Q1



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 ➔

Import supply may stay high and keep increasing.

China’s PP imports in September and October posted 
growths of 6.5% and 20% year on year, and have stayed 
above 420,000 tonnes/month since S-Oil’s 400,000 tonne/
year unit in South Korea started up in September, Borouge 
in UAE increased PP output in the late second half of 2018 
and India exported much more volume of PP amid weak 
Indian domestic demand in end 2018.

Two new more plants are expected to come on stream in 
the first quarter of 2019. Indian Oil Corp (IOC) will start up 
its new PP plant with capacity of 680,000 tonnes/year in 
Paradeep, India, and Petronas’s new 900,000 tonne/year 
unit will also operate in Johor, Malaysia.

Therefore, most market participants are afraid the supply 
will exceed demand after spring festival.

One trader said spot prices were under pressure for 
December shipment cargoes, as international suppliers 
sought to clear cargoes before the year draws to a close. 
And China’s downstream buyers were not willing to 
purchase the forward cargoes, as cargoes from Middle 
East and India can arrive only in January and February or 
perhaps even later.

Amid ample import supply, some cargoes for December 
arrival have been sold or are set to be sold in Chinese yuan 
due to tight supply of domestic cargoes.

Therefore, import prices follow domestic prices quite 
closely.
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