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us exports, feeds couLd disrupt pe, pp

InSIght

By LInda nayLor   JUne 2019

More polyethylene (PE) is expected to arrive in Europe in 
greater volume as capacities keep coming on stream in the 
US and elsewhere, particularly if trade flows continue to be 
affected by the US-China trade war.

The extent of that US-origin PE influx, and the timing, will 
be key for European prices.

Most of the US’ new capacities are destined for export 
markets; while the destination of choice is Asia, political 
tensions on the back of the trade war, as well as the sheer 
volume of material coming on stream, mean that some of 
that material is bound to arrive in Europe.

In 2019, an extra 6.5m tonnes/year capacities for PE, or 
41% of US capacity, will come on stream, and this will 
boosted to 12.1m tonnes/year by 2022. By the end of the 
year, other large PE plants are due on stream in Russia, 
Malaysia, and China, with several smaller plants due on 
stream elsewhere in Asia.

A solid swathe of polypropylene (PP) capacity is also due 
on stream in China, Russia, Malaysia, and India this year.

iMpAct iN europe
Until now, both European PE and PP were shielded 
to some extent by the planned cracker maintenance 
turnaround season during the second quarter, supporting 
prices for both products as buyers bought just-in-case 
volumes for fear of supply disruption.

As it happens, there have been no disruptions, so an 
element of destocking, particularly at smaller accounts, 
could be expected.

However, the market has only gone through the first part of 
the 2019 planned cracker outages. 

A second phase will begin later in the year, with some 
sources expecting September to be another “crunch month” 
for propylene supply. These outages could support PP and 
PE prices to a certain extent in the second half of the year, 
but more PE imports into Europe are likely.

The recent crash in upstream naphtha prices is also likely to 
affect pricing, making Europe an unattractive place to export to. 

The current gap between Asian and European PP prices 
leaves the arbitrage window right open, and more imports 
can also be expected for PP.

So far in 2019, PE and PP prices in Europe have been 
affected by similar circumstances.

However, PP has not experienced the influx of – or, strictly 
speaking, the expectation of – imports from the US to the 
same extent than PE imports have. PE prices, however, have 

■  PE, PP prices supported by planned cracker outages
■  Less-than-expected US PE arrives to Europe’s shores
■  Lower upstream costs to influence sentiment
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EUROPE LLDPE LOSES PREMIUM OVER PP
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europe has not yet been targeted for large volumes of new us material, but this could change amid 
more new production
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Big chALLeNges fAce europe 
petrocheMicALs – hodges
By WILL Beacham

The European petrochemical sector faces multiple 
challenges, including a slowdown in the macroeconomy, 
the fall-out from the trade war between the US and China, 
as well as a sharply declining automotive sector, a leading 
consultant says.

Speaking ahead of the European Petrochemical 
Luncheon in Lisbon, International eChem chairman, Paul 
Hodges, added that the petrochemical industry may still be 
able to flourish if it steers towards a more service-driven 
business model and embraces the sustainability agenda.

remained stronger than many had expected it to so far in 2019.

us-chiNA trAde
From October 2018 through February 2019, average 
monthly US exports of high density polyethylene (HDPE) 
to China were down 58% year on year to 10,611 tonnes, 
according to the ICIS Supply and Demand Database. 

For linear low density polyethylene (LLDPE), US export 
to China fell 62% to 9,218 tonnes. The US now sends far 
more LLDPE to Vietnam than to China.

In spite of such data, there has not been a notable 
increased flow of US LLDPE exports into Europe, 
although some sources have said there have been limited 
“incursions” of product.

In May, LLDPE C4 (butene based) spot prices rallied. Some 
of the lack of visibility of increased imports to Europe could 
be that volumes from the region’s main C4 LLDPE importer, 
Saudi Arabia, have been lower.

Traders have also sometimes been reticent to take volume 
in a market that could easily fall, which would leave higher-

click here to watch the interview with  
international echem chairman paul hodges

priced stock on their hands.

PE and PP are used in packaging and the manufacture of 
household goods. PE is also used in agriculture and PP in 
the automotive industry. 

US pp & pe prIce reportS
ICIS price reports provide independent, objective and trusted 
intelligence for over 180 chemical commodities across America, 
Europe and Asia.

use icis iNforMAtioN to:
n  Follow fluctuations and understand factors driving them
n  Input into your own internal analytical models
n   Clarify settlements and contracts
n  Inform negotiations

find out more about icis price reports

IcIS SUppLy and demand data ServIce

get cruciAL dAtA oN the gLoBAL petrocheMicAL  
suppLy-deMANd frAMework
Covering over 100 petrochemical commodities, across 160 countries, with historical 
data from 1978 and forecast available up to 2040, this powerful data and analytics 
service helps you to:

n  Identify, evaluate and optimize opportunities

n  Identify and manage financial or investment risks

n  Validate commercial and growth strategies

Learn more about icis supply and demand service

https://embed.vidyard.com/share/EcG3YgfL7pC3PL6xrAAaG2
https://www.icis.com/explore/contact/free-sample-price-report/?commodity=base-oils-lubes&channel=energy&region=us&intcmp=Energy|Base%20oilsLubes_US|RegionalIntroCtaLinkhttps://www.icis.com/explore/contact/free-sample-price-report/?commodity=base-oils-lubes&channel=energy&region=asia&intcmp=Energy|Base%20oilsLubes_Asia|RegionalIntroCtaLink&cmpid=ILC|ENER|CHCOM-2019-06-US+LTAM-basoilsscenarios062019&sfid=7012X000000g5bP
https://www.icis.com/explore/services/analytics/supply-demand-data/?intcmp=mega-menu-explore-services-analytics-supply-demand-data%20&cmpid=ILC|ENER|CHCOM-2019-06-US+LTAM-basoilsscenarios062019&sfid=7012X000000g5bP

