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Asia’s methanol market is expected to tilt towards downside 
in the next six months due to a combination of factors of 
rising supply in the form of new capacities from Iran, soft 
demand and an overall dismal global economy depressed 
by the US-China trade war.

As Asia and global economies are not forecast to recover, 
nor does the US-China trade war look to be resolved in 
the near future, buyers and end-users maintain a bearish 
outlook: Demand is likely to be softer this year.

The two newest Iranian methanol plants - belonging to 
Marjan Petrochemical and Kaveh Methanol - did not run 
as smoothly as most players expected in the first half of 
2019, but the latter plant made a breakthrough this year by 
achieving commercial production of on-spec methanol back 
in April.

Against this backdrop, both buyers and sellers widely 
expect both plants to have smoother operations and more 
volumes to sell in the second half of the year.

Up to two more Iranian methanol plants - Bushehr 
Petrochemical and Middle East Kimiaye Pars Co - are 
projected to come online by the end of 2019, each with 
a nameplate capacity of 1.65 million tonnes per year, 
compounding the supply situation at a time of expected 
softer downstream demand.

Meanwhile, recent weakness in downstream ethylene 
prices, which fell to a 10-year low in the week of 14 June, 
has cemented the bearish market sentiment.

Although the methanol-to-olefins (MTO) industry in China is 
showing high average operating levels, many Asian players 
conceded that many MTO plants will choose to shut down 
and opt to buy olefins instead if methanol prices were to 
continue to rise and olefins prices were to soften further.

As the MTO industry is one of the key buyers of methanol 
in China, which itself is one of the most influential markets 
globally, such a scenario could have far-reaching effects.

BY KITE CHONG   JULY 2019

ALCOHOLS
METHANOL
ASIA METHANOL MARKET SEES MORE DOWNSIDE FOR REST OF 2019

Asian methanol prices were generally firmer across the first 
quarter of 2019, due to a few unscheduled plant shutdowns 
in the Middle East and southeast Asia that kept regional 
supply tight.

At the same time, downstream demand was weaker. When 
methanol plants eventually restarted and supply resumed 
back to the norm, prices inevitably fell alongside the loss in 
spot demand, as most spot buyers were content with the 
less risky option of taking in term volumes.

But demand from their domestic customers was weak 
overall, prompting some importers and distributors to 
reduce their term allocations.

Coming to the midpoint of 2019, spot methanol prices were 
at $265/tonne CFR  (cost and freight) China on 14 June, a 
level not seen since June 2017, according to ICIS data.

There were episodes of methanol price rout in the last 
quarter of 2018, when spot prices plunged to $270/tonne 
CFR China on 21 December 2018 from near 2018 high 
of $414/tonne CFR China on 19 October 2018, ICIS data 
showed.
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AROMATICS
BENZENE
ASIA BENZENE SUPPLY WOES CONTINUE BUT MARKET 
MAY BE BECOMING RESILIENT

The ample supply of benzene in Asia is expected to worsen 
in the second half of the year with new facilities coming 
onstream, but the market appears to have acclimatized 
itself to the fact.

After all, supply across Asia and especially in China will 
continue to expand over the next few years.

While downstream build up, especially in China, will absorb 
significant portions of the new benzene output, the growth 
in volume of benzene has been set on an upward trajectory.

For the second half of 2019 at least, the market appeared 
to have adjusted to this added supply in term of prices, 
which have held above $600/tonne FOB (free on board) 
Korea since the beginning of the second quarter.

As a trader put it, the market may be becoming resilient to 
all this new supply coming on stream for the year.

Afterall, markets are discounting machines, and these 
benzene additions over the next six months would have 
been factored into the prices.

Market players have adjusted their expectations and 
perceptions to account for these new supplies coming on 
stream.

BY CLIVE ONG   JULY 2019

In the second quarter, the Asia market was fortunate to 
have an open arbitrage to the US, and at times Europe, 
since first half of April, providing a crucial outlet for 
suppliers in the region.

The window appears to be still viable into the third quarter, 
and if so, will help mitigate supply overhang as new 
supplies come out.

Two new benzene sources are expected to come on 
stream in Southeast Asia.

The spread between feedstock naphtha and benzene 
improved sharply in June, rising to more than $160/tonne at 
one point, from under $80/tonne in April and May.

The feat was accomplished by the steady benzene market 
in face of falling crude oil and naphtha values. Resilience?

Whether the spread will remain strong into the second half 
of the year will depend on sellers capitalizing on available 
opportunities should they present themselves.

Arbitrage to the West, demand uptick in Taiwan and 
Southeast Asia, production adjustments are some of 
the considerations but the state of demand in China will 
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probably be the key factor for the health of benzene in Asia 
in the second half.

Demand for imports remained tepid in the key Chinese 
market as sentiment remained cautious amid the US-China 
trade war.

Most users continue to rely on domestic cargoes, and are 
expected to continue in this fashion as local cargoes are 
readily available and priced lower relative to imports.

With shore tank inventories staying stubbornly at more 
than 200,000 tonnes over the past months, buyers have an 
unhurried attitude towards imports with most believing that 
supply will be there when they need something.

Despite some headwinds, benzene might still put in a 
relatively decent performance in the second half if several 

favourable conditions emerge.

Arbitrage opportunities to the West would definitely be 
welcomed by Asian suppliers, who are constantly looking 
for destinations for their cargoes.

A revival in Chinese demand should the US and China 
settle their trade dispute would be another plus to the 
demand-supply balance of benzene in Asia.

The timely start-up of downstream plants, mostly in China, 
will also be helpful in soaking up benzene molecules in the 
Asian system.

And finally, the prepared mindset of players to the 
lengthening supply will help cushion the market from 
unexpected shocks that may appear and damp down 
volatility to some extent.
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AROMATICS
XYLENES
ASIA MX MARKET TO SEE HIGHER DEMAND WITH NEW DOWNSTREAM PLANTS

Asia mixed xylenes (MX) are likely to see increasing 
demand from start-ups of downstream units despite weaker 
gasoline blending markets till the end of 2019.

DEMAND
With a strong focus on paraxylene (PX) production, several 
large integrated crude refinery projects are scheduled to 
start this year, while some were delayed to start operation 
in the second-half 2019.

Isomer-grade MX is mainly used as a feedstock for PX and 
orthoxylene (OX) production, and is sometimes blended to 
gasoline as a high octane component.

The new PX production facilities are independent of 
externally purchased MX during commercial operation as 
the plants have an integrated design. However, MX may 
need to be purchased from the spot market during the test 
and commissioning stage of the PX units, with different 
units starting up in phases.

During the start of its 4.5m tonne/year PX plant, Hengli 
Petrochemical purchased an average of 40,000 tonnes 
each month, from February to April 2019, boosting spot 
isomer MX prices during the period.

PX plants without integrated MX supply, such as Sinopec’s 
Hainan Refinery and Fuhaichuang, will need to secure MX 
supply from term contracts and spot markets.

The spot MX market will likely see more demand spikes in 
H2 2019 should the same happen for other PX facilities on 
track to start test runs.

BY KEVEN ZHANG   JULY 2019

As a result of stable production of Hengli Petrochemical 
and Fuhaichuang, the spread between PX and isomer MX 
fell sharply from a near-historical high of $441/tonne in mid-
March.

SUPPLY
The demand boost from the fresh start-up of PX plants was 
limited by lower MX consumption from plant outages in H1 
2019.

South Korea’s S-Oil scheduled a five-month turnaround at 
its PX production facility in Onsan, while Taiwan’s Formosa 
Chemicals and Fibre Corporation (FCFC) had an explosion 
at its Aromatics No 3 unit in Mailiao, both creating some MX 
overhang in the northeast Asia.

NEW MX / PX CAPACITIES
Plant Name Est. start up MX capacity (m tonne/year) PX capacity (m tonne/year) Remark

Hainan Refinery Q3 2019 0.24 1 On schedule

Zhejiang Petrochemical Q3 2019 Integrated 4 Delayed to Q4 2019

Fuhaichuang (Dragon aromatics) Q1 2019 1.36 1.6 Started in Mar 2019

Hengli Petrochemical Q3 2019 Integrated 4.5 Started in Q2 2019

Hengyi Industries (Brunei) Q2 2019 Integrated 1.5 Delayed to Q3 2019
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S-Oil and FCFC are expected to resume operations at their 
plants from August and July respectively, with a round of 
restocking under way.

The supply overhang in China was exacerbated by some 
20,000-30,000 tonnes arriving from Iran each month in 
January to April 2019, due to a long overhaul of Iranian PX 
production facilities.

This caused east China xylenes inventory to hit a historical 
high of 145,500 tonnes in March, for isomer and solvent 
grade combined. In 2018, east China inventories averaged 
slightly above 40,000 tonnes.

While high inventory put MX prices under pressure, 
naphtha prices climbed higher with Brent crude futures 
which hovered around $70-75/bbl before coming off in end-
May.

As the spread between MX and naphtha dipped below 
$100/tonne for the first time in over a year, Asian producers 
chose to reduce operating rates or switch to producing 
other gasoline components. A spread of at least $160/tonne 
is needed for naphtha-fed producers to break even.

OTHER REGIONS & OUTLOOK
Trading in southeast Asia were less prominent, as 
Malaysia’s Petronas reduced spot MX demand after 
revamping operation at its continuous catalytic reformer 
(CCR) after a scheduled turnaround. Spot supply in SE 
Asia was limited, due to the above-mentioned production 
cutbacks as well as unstable production in Thailand and 
Philippines.

With high gasoline blending margin, isomer MX was used 
for blending by some Singapore blenders, amid the limited 
availability of other components, such as toluene, methyl 
tertiary butyl ether (MTBE) and solvent MX.

As supply of solvent MX was limited, end-users needed to 
switch to isomer MX or other heavy aromatics such as C9/
C9+ for solvent applications.

Coupled with limited supply was the robust demand from 
India, where importers were actively bidding in Asia solvent 
MX tenders. Traders raised their solvent MX bids  to secure 
cargoes from the spot FOB (free on board) Korea market 
and ship to India for a profit.
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Solvent MX, a product from naphtha catalytic cracking, may 
be kept in the refinery’s gasoline pool when the value of 
gasoline is higher than MX alone.

However, the recent fall in oil prices ignited concerns that 
gasoline consumption may not be sustainable in the mid-
term. The typical gasoline consumption peak in summer is 

curtailed by persistent rains, while regional refining capacity 
is expanding, adding length to the supply of refined products.

Furthermore, strong competition between PX producers 
may erode the PX-MX margin of some producers. To remain 
competitive, PX producers may reduce operating rates, 
which may lead to oversupply of MX in the spot market.
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AROMATICS
PARAXYLENE
ASIA PX SUPPLY TO SURGE IN H2 ON NEW CAPACITY STARTUPS

The paraxylene (PX) market in Asia is expected to see a 
surge in new supply in the second half of the year, as new 
capacities are due to come on stream.

Spot PX prices started the year on a strong note, spurred 
by strong buying activity due to a heavy turnaround 
schedule in the second quarter.

Buyers had been stocking up on inventories on 
expectations of tightening supply.

But supply has lengthened following the earlier-than-
expected start-up of Hengli Petrochemical’s 4.5m tonne/
year PX facility, exerting a downward pressure on prices.

On 17 June, spot PX prices were assessed at $814-816/
tonne CFR (cost & freight) China/Taiwan, off the 2019 peak 
of $1,131-1,133/tonne CFR China/Taiwan hit in end-March, 
according to ICIS data.

Major settlements for the monthly PX Asian Contract 
Price (ACP) so far this year were only recorded in 
February and March at $1,050/tonne and $1,080/tonne, 
respectively.

The price gap between PX and upstream naphtha rose 
to its highest so far this year in early February at around 
$614.25/tonne, well above what the market deems as the 
healthy level of $350/tonne.

BY SAMUEL WONG   JULY 2019
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PX CAPACITY CHANGE NE, SOUTH, AND SE ASIA 

Market uncertainties generated by the ongoing US-China 
trade war are compounding concerns over the expected 
lengthening of supply.

NEW SUPPLY CONCENTRATED IN CHINA
Four out of the five new PX projects due to come on stream 
this year in Asia are situated in China.

Hengli Petrochemical’s massive 4.5m tonne/year plant 
in Dalian started up early in the year; while Sinopec 
Petrochemical’s new 1m tonne/year unit in Hainan and 



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.

Sinochem Hongrun’s 800,000 tonne/year facility are 
expected to begin production in the third quarter.

Zhejiang Petrochemical’s new 4m tonne/year PX facility in 
Zhoushan is scheduled to start up toward the end of the year.

Once smooth commercial operations are achieved at these 
units, China’s reliance on imports will likely decline, as 
the increase in supply will outpace growth in downstream 
demand.

In 2018, China imported a total of 15.8m tonnes of PX, 
more than 50% of which came from South Korea and 
Japan.

Its annual PX consumption stood at around 26.4m tonnes 
last year, and typically grows at 6.0%. For 2019, this 
translates to an additional requirement of 1.5m tonnes of PX.

Due to complexity of the new facilities, however, smooth 
commercial operations would take some time to achieve.

Both Hengli Petrochemical, and Zhejiang Petrochemical 
have refineries that are fully integrated into PX production, 
with a maximum chemical yield facility configuration.

Any delay in start-up plans of these huge capacities could 
be a boon to the PX market in the near term.

DEMAND STEADY; US-CHINA TRADE WAR LIMITS 
GROWTH
Downstream demand is steady in the key China market 
despite scheduled start-ups of major downstream purified 
terephthalic acid (PTA) facilities, as growth is being 
hampered by uncertainties amid the ongoing trade war 
between the world’s two biggest economies.

Trial runs at Sichuan Shengda’s new downstream 1m tonne/
year purified terephthalic acid (PTA) plant in Nanchong 
began on 22 May; while Xinfengming’s new 2.2m tonne/year 
unit is due to come on stream in the fourth quarter.

Hengli Petrochemical is also expected to start up its new 
2.5m tonne/year PTA unit toward the end of the year.

PTA producers in China have been keeping their feedstock 
PX inventories low amid the ongoing US-China trade war, 
wary of possible heavy losses.

Buying patterns for PX were largely on a need-to basis, 
with limited appetite for inventory building because of an 
unclear market outlook.

The spread between PX and downstream PTA has been 
healthy, signifying positive margins, thus keeping demand 
for PX steady.

RMB PTA MarginsUSD PTA Margins

$/mt

Source: ICIS
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AROMATICS
STYRENE MONOMER
STRENGTH IN ASIA SM MARKET COULD LAST LONGER THAN EXPECTED

The strength in Asia’s styrene market fundamentals 
could extend into the third quarter of 2019, despite earlier 
expectations that it should end by June, because of 
unexpected issues with the region’s average production 
rates.

While prices have largely moved within the range of 
$1,000-1,100/tonne CFR (cost & freight) China since 
November 2018, they have leaned towards the high end of 
this range since March 2019 - the start of the turnaround 
season in northeast Asia.

PROLONGED SUPPLY WOES SINCE MARCH
Supply loss volumes have been high since March, a 
phenomenon expected since end-2018, because of the 
heavier turnaround schedule compared with the past year.

The period for the loss in production, however, has been 
prolonged because of some unforeseen circumstances, 
particularly at some producers’ units in South Korea and 
Singapore.

“Unless there is a confirmed resumption of supply and a 
lifting of the force majeure (FM) from Hanwha Total, prompt 
supply is likely to remain tight since cargoes will continue 
to be redirected to South Korea from other regions,” one 
northeast Asian trader said.

BY TRIXIE YAP   JULY 2019

The restart date for the two Hanwha Total units remains 
unclear, with most market participants only expecting 
deliveries from the producer in the second half of July.

WEAKNESS DOWNSTREAM NO MATCH FOR 
SUPPLY LOSS
Already, buyers of CFR NE Asia cargoes have procured 
more than 30,000 tonnes of product for June and July 
deliveries, respectively, to cover their requirements. Some 
of these cargoes were initially bound for the CFR China 
market.

The emergence of problems at another producer’s unit in 
South Korea in early June - even though they managed 
to restart the unit in the week of 21 June - has further 
exacerbated the tight supply situation, proving naysayers of 
the strong supply fundamentals wrong.

This was despite lower downstream run rates in Taiwan 
and South Korea, with production cuts between 10 and 15 
percentage points since mid-May. This was particularly so 
in the acrylonitrile butadiene styrene (ABS) sector, following 
the implementation of US tariffs on China-made household 
appliances.

“Ultimately, sentiment is not yet fully bearish and the ABS 
market has not moved down much, since end-users have 
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not shut their plants completely and the decrease in supply 
still supersedes their demand usage,” one Western trader 
said.

Furthermore, with continuously lower inventory levels 
in east China main ports since mid-May - due to the 
redirecting of cargoes - Chinese buyers could be set 
to start their CFR China procurement activities soon to 
replenish inventories.

STEEP BACKWARDATION ON WESTERN 
ARBITRAGE
Even with these supporting factors, the price backwardation 
remains wide at a minimum of $20/tonne between H1 July 
and H2 July cargoes and forward H2 July and H1 August 
cargoes – since tight supply could soon receive some 
respite from rising deep-sea availability.

The arbitrage window for both European and US exports to 
Asia has been opened since end-May, owing to increasing 
supply there following the end of the spring turnaround 
season and fewer short-covering activities by traders.

CHINA’S BUYING ACTIVITY REMAINS KEY DRIVER
Stable production rates in the Chinese domestic market and 
few major plant turnarounds, which could cover the shortage 
of CFR China import supply in the third quarter, was a 

second factor weighing on forward trading sentiment as well.

“The surprise factor will be to see how many players have 
undertaken short positions for forward parcels, since 
everyone is bearish for end-July and August fundamentals, 
as they will need to be back in the next few weeks to cover 
their requirements,” one Western trader said.
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AROMATICS
TOLUENE
ASIA TOLUENE MARKET TO HINGE ON GASOLINE, DOWNSTREAM SPREADS IN Q3

The current demand-supply fundamentals in Asia’s toluene 
markets are likely to persist into the third quarter of 2019, amid 
persistently thin spot trading liquidity in the open market.

Prices were largely fluctuating between $550/tonne FOB 
(free on board) Korea and $700/tonne FOB Korea in the 
first half of the year.

The demand-supply balance in the first half of the year 
was affected by downstream production spreads, Chinese 
import buying activities, gasoline blending economics and 
India’s demand requirements - drivers that will continue to 
impact demand and supply in the second half of 2019.

DOWNSTREAM PRODUCTION SPREADS
There is some hope of an improvement in demand and 
slightly lower supply in the early part of the third quarter, 
with healthier production spreads already emerging 
between toluene and benzene and some end-users 
potentially having requirements for July or August product.

This is after persistently poor economics for producing 
benzene in most of the first half of 2019, which led a few 
toluene disproportionation (TDP) makers to cut their toluene 
intake since it was not making sense to extract benzene 
directly.

BY TRIXIE YAP   JULY 2019

Spreads between toluene and benzene largely lingered in 
negative territory in the first half of 2019, ICIS data showed.

A typical producer usually requires a $100/tonne breakeven 
between the two products.

This was despite some support from the other downstream 
product isomer xylenes, amid a much healthier spread 
between toluene and isomer xylenes.

The situation led to slightly longer supply from northeast 
Asia, with some integrated suppliers choosing to extract 
toluene for sale instead of continuing the production 
process down to benzene.

South Korea’s toluene monthly exports on average were 
higher in 2019, compared with 2018 and 2017.

“Ultimately, the end-product from toluene is benzene and 
not isomer xylenes, so it is natural for some mixed feed units 
to consider putting in more mixed aromatics to get isomer 
xylenes instead of toluene,” one northeast Asian trader said.

However, there is still cautiousness because it is difficult to 
get an outright balance between the two products’ demand 
and supply since the relationship between toluene and 
benzene is a vicious cycle.

When toluene prices are lower than benzene, producers 
make more benzene and add on to the latter’s supply. This, 
in turn, creates downward pressure on benzene prices.

When toluene is higher than benzene, producers make more 
toluene. This results in increased toluene supply and subsequently 
creates downward pressure on prices of the product.

CHINESE IMPORT BUYING ACTIVITIES
Likewise with the potential revival of demand from downstream 
sectors, Chinese demand could emerge again in July and 
August after being lacklustre since the second quarter of 2019.

Some importers are likely to show buying interest soon for CFR 
(cost & freight) China cargoes because of an improvement in 
margins for back-to-back business activity, for example buying 
imported product and selling in the ex-tank market.

A continuous drop in inventory levels at main east China ports 
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since May is a second factor that could cause buyers to emerge.

However, there could be a limit to this improvement in 
buying interest from traders since downstream usage - from 
both the chemical and gasoline blending sectors - has no 
potential room for growth yet.

The maximum volume of Chinese imports per month 
has been at 50,000 tonnes in the past two years and the 
likelihood of increments is low since this has never been an 
end-user type of market.

Expectations of rising supply in the Chinese domestic 
market, after the start-up of the aromatics unit at Phase II of 
Sinopec’s Hainan refinery, also means that some producers 
in the region could be tempted to export toluene.

While export quantities have not been regular, there have been 
some volumes done monthly since the second half of 2018.

Market participants believe that the export market can 
only be dominated by oil majors at the moment, because 
of the adjustments to their internal consumption - be it for 
gasoline blending or benzene production.

Furthermore, these exports are likely to be coming from 
north and south China because supply supersedes demand 
mostly in those regions.

“The main buyer market lies in the east and traditionally 
north and south China material is always sent to the east,” 
one trader said.

GASOLINE BLENDING ECONOMICS
The demand for toluene from this sector may slow down in the 
third quarter of 2019, owing to better blending economics for 
other products such as methyl tertiary butyl ether (MTBE).

If this materialises, it will be a reversal of the positive trend 
seen in the second quarter of the year when enquiries were 
burgeoning from Singapore and Malaysia.

The end of the driving season, around August, is likely to cap 
gasoline blending demand for toluene further, since most gasoline 
cargoes would have to be shipped by July to reach in time.

INDIA’S DEMAND REQUIREMENTS
Buying interest from India in the third quarter of 2019 
is likely to hinge on two main factors - US sanctions on 
Iranian petrochemicals and the availability of non-dutiable 
product from one key southeast Asian producer.

India typically imports at least 5,000 tonnes of product from 
Iran per month, but this volume has been dwindling since 
2018 owing to logistical and operational constraints.

If volumes fail to head to India, importers would have to 
seek an alternative and these volumes usually come from 
southeast Asia since they are not subject to any import duty.

However, since May, cargoes from one southeast Asian 
producer are no longer exempt from duties and are subject 
to the typical 2.5% import tax. Cargoes being sent to India 
have been minimal since then.

Some importers have found a solution in South Korean 
product, which are non-dutiable as well, with more than 
4,000 tonnes sold for June and July loading, respectively. 
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This situation could continue in the next few months since 
sellers and buyers both stand to benefit from it now.

With these factors in mind, there could well be a change in 
market fundamentals in the third quarter of 2019, compared 
with the first half of the year.

Petchem Analytics Tools
Our	analytics	tools	are	used	by	our	customers	to	shape	future	
strategies, minimise risk and maintain a competitive advantage. Be 
ready to move as fast as your markets with these interactive analytics 
tools from ICIS provided alongside your pricing data.

Live Disruption Tracker: Supply View
Understand	at	a	glance	the	real-time	impact	on	global	supply	
as a result of planned and unplanned outages for more than 
60 commodities.

Live Disruption Tracker: Impact View
Quickly assess whether the market is long or short, mitigate 
risks	to	supply	availability	and	prepare	for	price	negotiations	
with	confidence.

Price Optimisation Analytics
Save time gathering market information and identify at a 
glance	where	and	at	what	price	level	to	buy	or	sell,	all	on	one	
global	interactive	map.	

Price Drivers Analytics
monitor	competition	beyond	your	country	and	region	with	widgets	
such	as	import	parity,	Arbitrage/	Netbacks,	Substitution	trends	and	
feedstock & downstream trends.

Margin Analytics 
Get	a	clearer	view	of	volatile	markets	with	the	latest	variable	costs	
and	margins	by	feedstock	and	location,	supported	by	ICIS	expert	
insight,	you	can	easily	benchmark	your	performance	against	the	
rest of the market.

Quarterly Supply & Demand Outlooks
Support your short term strategy and expand your opportunities 
in international trade with outlooks covering seven key commodity 
chains.

Request a demo at www.icis.com/explore/enquiry-petrochemicals-analytics-tools 
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BASE OILS
BASE OILS
ASIA BASE OILS MARKET OUTLOOK BLEAK ON OVERSUPPLY, WEAK CRUDE

Asia’s spot base oils market is facing a bleak outlook in the 
second half of the year due to oversupply, with new Group 
II capacity coming on stream in China, and amid a general 
weakness in upstream crude values.

Demand for Group I material is likely to remain lackluster 
although the extent of any downside would be capped 
given refinery turnarounds in Japan and Singapore.

Japan’s JXTG Nippon Oil & Energy has maintenance 
plans at its Mizushima A Group I unit from September to 
October; while ExxonMobil has a scheduled turnaround at 
its Singapore-based Group I unit from June to August.

The shutdowns will likely bring some relief to an 
oversupplied Asian market.

The scheduled turnarounds of Group I base oils units add 
to the long list of shutdowns in Japan early in the year, 

BY MATTHEW CHONG   JULY 2019

including JXTG Nippon’s Mizushima B and Kainan units 
and Idemitsu Kosan’s Chiba unit.

For the Group II base oils market, the oversupply condition 
is worsening due to start-ups of several new units in China 
in the second quarter.

The new units that started up in March, namely, Shandong 
Shida Changsheng, Shandong Kaitai and Shandong 
Qingyuan, have a combined additional Group II capacity 
of 1.25m tonnes/year; while Hengli Petrochemical’s new 
540,000 tonne/year Group II/III unit in Dalian came on 
stream in April.

Amid an oversupply in China, South Korean and Taiwanese 
refiners - the key exporters of Group II lots in Asia - have 
started to turn their attention to other markets such as 
southeast Asia, India and the Middle East for their cargoes.

Chinese base oils exports will likely remain limited despite 
the sudden surge in domestic supply due to high costs of 
shipping out material.

India is set to become a key battleground for refiners from 
the Middle East, Europe and the US, besides those from 
northeast and southeast Asia, partly because of its strategic 
geographical location and its relatively healthy demand for 
base oils.

In the Group III market, South Korean material faces 
intense competition from the proliferation of lower-priced 
Middle Eastern cargoes which are slowly garnering market 
share in both Asia and the Middle East.

Base oils prices typically track the movement of upstream 
crude market with some lag time.
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CHINA GROUP II BASE OILS SUPPLY GLUT TO REMAIN AMID WEAK DEMAND

BY WHITNEY SHI   JULY 2019

The supply glut in China’s Group II base oils market may 
intensify with another unit coming on stream in July, while 
softness in overall domestic demand may persist.

Capacity loss from shutdowns in the first half was 
estimated at 600,000 tonnes/year, while 1.79m tonnes of 
new capacity was added during the period, according to 
ICIS data.

In mid-February, CNOOC shut its 400,000 tonne/year 
Group II base oil unit in Huizhou for a routine turnaround; 
while late in the same month, Dalian Petrochemical brought 
its Group I low-viscosity base oil unit off line for 2.5 months 
of maintenance.

During the first half, Shandong province welcomed two 
Group II base oil units, one each from Shandong Weifang 
Shida Changsheng and Shandong Kaitai.

Shandong Qingyuan expanded its Group II base oils 
capacity by adding a new plant. Output from the three 
new units was supplied to the market at the end of the first 
quarter.

In addition, Dalian Hengli Petrochemical also started up 
a unit producing both Group II and Group III base oils in 
mid-May and started official sales at the end of the same 
month.

A number of refiners also resumed supply in end-May after 
wrapping up maintenance.

Consequently, China’s Group II base oil market became 
severely oversupplied, resulting in sharp declines in 
refiners’ ex-works prices.

In early June, prices had slumped in one week by as much 
as Chinese yuan (CNY) 500-800/tonne ($73-117/tonne) for 
many refiners.

The supply glut is unlikely to be reversed, with another 
Group II base oil unit coming on stream at an independent 
refiner in July.

On the demand side, China’s base oils market experienced 
the most short-lived peak season in the first half of 2019, 
with demand only recording noticeable growth in March and 
started weakening in April.

April and May are the traditional high demand season but 
demand was sluggish during the period this year, prompting 
downstream lubricants oil producers to buy base oils on a 
need-to basis at the time.

Some major lubricant oil producers cut base oil purchases 
significantly because weaker demand from the automobile 
and manufacturing sectors weighed on their sales.

China’s vehicle production and sales continued to contract. 
Automobile production in the first five months of the year 
reached 10.2m units, down by 13% year on year; while 
sales declined by about 13% to 10.3m units.
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NE ASIA GROUP II BASE OILS PRICE EVOLUTIONConcerns about a global economic slowdown amid the 
US-China trade war have been weighing on the oil markets 
this year.

Brent crude had plunged on 12 June below $60/bbl, the 
lowest recorded so far in 2019, before rebounding as 
geopolitical risk in the Middle East heightened.

At midday on Wednesday, Brent crude was trading near 
$66/bbl.
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Overall industry conditions in the country also deteriorated, 
as indicated by its manufacturing purchasing managers’ 
index (PMI), which recorded two consecutive months of 
decline in April and May.

Moreover, China’s exports from the manufacturing, 
industrial and automotive sectors to the US will also be 
dampened by varying degrees, after the recent escalation 
of the US-China trade war.

The US hiked tariffs on $200bn of Chinese imports from 
10% to 25% on 10 May, which prompted China to increase 
tariffs on some US-origin imports effective 1 June.

Given curbed exports to the US and waning domestic 
consumption, local demand for lubricant oil may drop 
further in the second half of 2019, which may dampen the 
purchases of upstream base oils.

($1 = CNY6.85)

CHINA’S NEW/EXPANSION BASE OILS UNITS IN 2019

Region Refinery Original capacity New/Expanded capacity Start-up date

Shandong Weifang Shida Changsheng 0 300,000 tonne/year Group II February

Shandong Shandong Qingyuan 600,000 tonnes/year 1.4m tonnes/year Group II Mid-March

Shandong Shandong Kaitai 0 150,000 tonnes/year Group II 11 March

Liaoning Dalian Hengli Petrochemical 0 540,000 tonnes/year of  Group II & III Mid-May

Henan Henan Junheng 0 300,000 tonne/year Group II July
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FEEDSTOCK & INTERMEDIATES
NAPHTHA
ASIA NAPHTHA HIT BY SUPPLY OVERHANG; DEMAND COULD BOUNCE BACK

A supply overhang amid feeble downstream petrochemical 
demand has hit Asia’s naphtha market, although demand 
could bounce back on cracker expansion and restarts.

Spot naphtha prices have declined substantially in the first 
half of the year to under $500/tonne levels, pummeled by 
steep losses in global crude oil benchmarks.

On a CFR (cost and freight) Japan basis, naphtha prices 
for second-half July averaged at $465.00/tonne as of 11 
June, down by a hefty $108/tonne from month-earlier levels 
and a 29% decline from the same period a year earlier, 
ICIS data showed.

Consistent volumes of western arbitrage flows to Asia 
did little to offering reprieve to the Asian naphtha market 
struggling with ballooning supplies.

Traders estimated deep-sea cargo arrivals of around 
1.5m-1.6m tonnes in May, up from the average monthly 
volumes of around 1.2m tonnes in 2018.

Naphtha refining margins stood at $3.75/tonne as of 14 
June after being  hammered into negative territory, levels 
not seen in over a decade, reflecting the fragile market 
climate.

Asia’s naphtha crack spread was at minus $9.88/tonne 
on 10 June and minus $15.30/tonne on 7 June. The crack 
spread was last seen in negative territory  in October 2008.

Also reflecting weak fundamentals, the product’s market 
structure remained mired in a contango, where prompt-
month prices are lower than forward months.

On the demand side, end-user spot naphtha purchases for 
downstream petrochemical production have been rather 
sporadic.

Also telling of the bearish situation, recent cargo deals 
were done at discounts compared with premiums achieved 
earlier.

Taiwan’s Formosa Petrochemical (FPCC) bought naphtha 
cargoes totalling around 100,000 tonnes for first-half July 
delivery to Mailiao, at a discount of around $4.00/tonne to 
its pricing formula.

BY MELANIE WEE   JULY 2019

This contrasted with premiums near $5.00/tonne to its 
pricing formula FPCC forked out for June cargoes.

In a similar vein, South Korea’s Yeochun NCC (YNCC) 
bought naphtha first-half July delivery naphtha at a deeper 
discount than its previous purchase of second-half June 
supplies.

Naphtha exports out of India also garnered lower spot 
differentials.

Bharat Petroleum Corp Ltd (BPCL) sold a 35,000 tonne-
cargo at a high single-digit premium to its own pricing 
formula FOB (free on board) basis, loading on 16-17 June 
from the port of Kochi.

BPCL’s earlier sale of an identical volume for 15-16 May 
loading from the same port, fetched a higher premium near 
$13/tonne to its own pricing formula.

Further exacerbating the bearish scenario is the greater 
availability of cheap alternative feedstock liquefied 
petroleum gas (LPG), which was dampening demand for 
naphtha.

Source: Franck Robichon/EPA-EFE/Shutterstock

A container 
ship at a port in 
Tokyo, Japan.
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The market could turn a corner with demand potentially 
increasing when cracker operations run smoother along 
with an expansion.

South Korea’s Hanwha Total Petrochemical is expanding 
its cracker located in Daesan with an ethylene capacity of 
1.1m tonnes/year, following a prolonged maintenance.

Fellow South Korean producer LG Chem is understood 
to be in the process of restarting its cracker in Daesan 
following production disruptions.
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FIBRE INTERMEDIATES
PURIFIED TEREPHTHALIC ACID (PTA)
ASIA PTA SUPPLY SEEN TIGHT NEAR TERM ON HEALTHY CHINA FUNDAMENTALS

Asia’s purified terephthalic acid (PTA) supply will be tight 
in the near term owing to low inventories and upcoming 
scheduled maintenance in China, though the supply 
situation would improve when new capacities come 
onstream in the latter part of the year.

Inventories of PTA in key China market have largely been 
kept at low levels, as the first half of the year has seen 
several shutdowns.

Asia saw the largest production loss in April as shown on 
the chart above, which resulted in the price spread between 
feedstock paraxylene (PX) and PTA reaching its peak for 
this year so far at around $245/tonne.

PTA production margins were positive in the first half of the 
year, as a result of healthy market fundamentals and lower 
production costs.

Production costs for PTA were lowered during the year due 
to weaker feedstock PX prices.

China PTA import prices reached a year high of $865/tonne 
CFR (cost & freight) China in March, while prices took a 
turn downwards from May, ICIS data showed.

The ongoing trade frictions between the US and China led 
to buyers adopting a cautious stance, while lower prices 
in the upstream energy and feedstock PX markets in the 
middle of the second quarter had resulted in lower PTA 
prices.

BY SAMUEL WONG   JULY 2019

Demand for PTA has been steady so far this year, with 
downstream polyester operating rates in China kept at 
higher levels as seen above.

Import demand in India increased during the second 
quarter, as a result of several scheduled shutdown 
maintenance at PTA facilities in the local market.

In addition, a local Indian PTA producer has kept its 
550,000 tonne/year PTA unit shut for a prolonged duration, 
thus keeping buying appetite for imports healthy.

In South Korea, supply of PTA is likely to be balanced 
to long, if demand from Europe, and the Middle East 
continues to slow. More than 50% of total exports from 
South Korea are exported to those regions.

Going forward, PTA supply in Asia is expected to increase 
towards the end of the year, as a result of expansion plans.

China’s Xinfengming Group is expected to start up its new 
2.2m tonne/year PTA plant in Zhejiang province in the 
fourth quarter of this year.

Meanwhile, Hengli Petrochemical is eyeing start-up at its 
new 2.5m tonne/year PTA unit in Dalian at the end of the 
year.

China’s PTA demand is estimated to be 40m tonnes/year, 
while an annual demand growth of 6% would translate to a 
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requirement of an additional new supply of 2.4m tonne/year 
of PTA production.

PTA capacity growth is likely to outpace demand growth, 
especially with an uncertain global macroeconomic outlook 
and US-China trade frictions.
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FIBRE INTERMEDIATES
POLYETHYLENE TEREPHTHALATE (PET)
ASIA PET MAY FACE REDUCED SPOT DEMAND IN JULY - DEC

Asia’s polyethylene terephthalate (PET) spot buying is 
likely to be curtailed in July-December, as bottle grade 
chips demand typically slows down following peak summer 
buying for the northern hemisphere.

Some major buyers have already covered some of their 
future cargo requirements, mainly for the fourth quarter of 
2019 and first quarter of 2020 by pre-buying cargoes in late 
May to early June as PET prices were relatively low after 
recent declines.

This will partially fulfill buyers’ requirements for the rest of 
the year and will also mean less spot demand for H2 2019.

The scale of reduction in spot demand due to this round 
of forward trade is expected to be less as compared to 
reduction caused by the last round of forward trade.

The last round of forward trade occurred in Q4 2018 and 
had greatly limited Q2 2019 spot demand.

A reduction in spot demand coupled with global 
macroeconomic uncertainty, suggest cautious market 
sentiment going forward.

Average spot PET prices were at $1,100/tonne FOB (free 
on board) China in mid-April, and had fallen by around 
$180/tonne to $915-920/tonne in June, according to ICIS 
data.

BY HAZEL GOH   JULY 2019

In addition, thin PET margins prompted forward buying 
activities up to Q1 2020 at fixed prices.

The price spread between PET and feedstocks purified 
terephthalic acid (PTA) and MEG (monoethylene glycol) 
averaged at $130-140/tonne so far this year. In May, PET 
production margins slid into negative territory considering a 
conversion cost of around $120/tonne.

To break even, PET producers must meet a minimal spread 
of around $120/tonne.

This will leave limited room for further drop in PET prices 
unless upstream and feedstock prices fall.

The upstream spread between crude-naphtha, naphtha-
paraxylene (PX), and naphtha-MEG narrowed, that may 
leave some market players looking to crude for PET 
sentiment and market direction.

Meanwhile, the macroeconomic uncertainty from the 
US-China trade war could further weigh down on buying 
enthusiasm in the second half of the year.

The International Monetary Fund (IMF) said on 5 June that 
economic growth in China is expected to moderate to 6.2% 
in 2019 and 6.0% in 2020, as uncertainty around trade 
tensions remains high and risks are tilted to the downside.
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The expected growth for 2019 was lower than the previous 
forecast of 6.3%, but within China’s own target of 6.0-6.5%.

While most bottle grade PET plants are operating at near 
full capacity, a small number of producers are running at 
reduced rates and some are planning to cut runs.

China’s Sanfangxiang Group has been operating at 80% 
rate since early May and in mid-June, Oman’s Octal 
Holding cut production to 80% of capacity.

While some plants are taking measures to cut production 
due to commercial reasons, plans for new plants are 
underway and that may add more pressure on producers’ 
sales and inventory management.

Yis heng Petrochemical Co Ltd
500,000 tonnes /year

Q1 2020

Dragon Special R es in
1,000,000 tonnes /year

plan in pipeline

Zhejiang W ankai New M ater ials
600,000 tonnes /year

Q1 2020

Zhejiang W ankai New M ater ials
600,000 tonnes /year

2022

Yis heng Petrochemical Co Ltd
600,000 tonnes /year

Q3 2019

Yis heng Petrochemical Co Ltd
600,000 tonnes /year

plan in the pipeline

PET UPCOMING NEW CAPACITIES
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FIBRE INTERMEDIATES
MONOETHYLENE GLYCOL (MEG)
ASIA’S MEG SUPPLY COULD SEE LIMITED INCREASE IN H2 2019

Asia’s monoethylene glycol (MEG) supply is expected to 
lengthen in the second half of 2019 after new capacities come 
on stream. The increase in capacity, however, may be less 
than previously expected, in view of weak MEG margins.

Margins for coal-based MEG have fallen significantly 
in 2019, raising some concerns over the financing 
of new MEG plants, against a backdrop of uncertain 
macroeconomic conditions due to the US-China trade spat.

H1 2019 PRICES FALL
MEG prices in Asia were mostly under pressure in H1 2019 
because of a sharp surge in east China port inventory 
levels earlier in the year.

On 14 June, ICIS MEG weekly average price was at a 
decade-low of $529.50/tonne CFR (cost & freight) China 
Main Port (CMP).

Expectations of large volumes of additional capacities also 
weighed on market sentiment throughout 2019.

Coupled with uncertainty over the impact of the ongoing 
US-China trade war on downstream sectors, there has 
been substantial downward pressure on MEG prices.

MEG monthly values mostly fell over the past six months. 
ICIS MEG monthly settlement price for May was at 
$551.60/tonne CFR CMP, a year-on-year loss of 43%.

BY ERIC SU  JULY 2019

Such losses subsequently drove margin levels down for 
MEG producers, particularly in May, as naphtha prices 
gained ground on higher crude oil prices.

FEWER NEW MEG PLANTS
A majority of the new capacities are expected to start up in 
H2 2019.

However, the actual impact on supply will likely be from 
plants that started up in H1 2019, as the new capacities 
are only expected to start operations from Q3 2019 
onwards.

Furthermore, run rates at the new plants are unlikely to 
increase considerably until stable operations are achieved 
following the start ups in H2 2019.

Meanwhile, delays at several coal-based MEG projects in 
China have significantly shortened the list of new plants 
expected to start up in China in 2019.

There were also some concerns from the market that 
Zhejiang Petrochemical could delay commercial production 
of MEG to 2020.

Production rates at existing plants, however, may be raised 
going forward should margins improve in June on lower oil 
and naphtha prices.
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DOWNSTREAM DEMAND REMAINS LOW
Downstream polyester demand is expected to remain slow 
as the ongoing US-China trade tensions continue to weigh 
on market sentiment.

Global and China polyester demand is affected by GDP 
growth rates. Given expectations of slower global and 
China GDP growth in 2019, polyester demand growth will 
be slower compared with 2018.

MEG import volumes into China in 2017 rose by 21%, 
followed by 18% in 2018 on the back of strong double-digit 
polyester growth rates, tracking China’s GDP growth rates 
of 6.8% in 2017 and 6.6% in 2018.

NEW MEG CAPACITIES

Company Country Capacity (tonnes/year) Date

Lotte Chemical Corp US 700,000 Q2 2019

Sasol North America US 250,000 Jun-19

Petronas Chemicals Group Malaysia 750,000 Q3-Q4 2019

Shaanxi Yanchang Petroleum China 100,000 Q3-Q4 2019

Shaanxi Coal China 300,000 Q4 2019

MEGlobal US 750,000 Q4 2019

Zhejiang Petrochemical China 750,000 Q4 2019

MEG CAPACITY CHANGES FOR 2019

Capacity Change by Month (Kt)

Source: ICIS
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NEW POLYESTER CAPACITIES

Name Capacity (tonnes/year) Product Expected start-up

Tongkun Hengyou 300,000 Filament Yarn Jun 2019

Xin Feng Ming Zhongyi 300,000 Filament Yarn Q3-Q4 2019

Xin Feng Ming Zhongyue 300,000 Filament Yarn Q3-Q4 2019

Tongkun Hengbang 300,000 Filament Yarn Q3-Q4 2019

Tongkun Hengyou 300,000 Filament Yarn Q3-Q4 2019

Hengli Hengke 100,000 Filament Yarn Q3-Q4 2019

Shandong Huabao 100,000 Filament Yarn Q3-Q4 2019

Hengyi Yifeng 250,000 Filament Yarn Q3-Q4 2019

Hengyi Yipeng 250,000 Filament Yarn 2020

Hainan Yisheng 500,000 PET Bottle Grade 2019

Dalian Yishang 600,000 PET Bottle Grade 2019

Huaxi Fibre 100,000 Staple Fibre 2019

Yizheng Fibre 200,000 Staple Fibre 2019-2020

Fujian Jingxin 60,000 Staple Fibre 2019

Hengyi Su Qian 250,000 Staple Fibre 2020

Although these growth rates are likely unstainable in 
the long term, a protracted US-China trade war has 
nonetheless accelerated the reduction in growth rates.

In view of a projected lower China GDP growth of 6.2%  
in 2019, polyester demand growth is expected to  
decline.

The uncertainty of possible US taxes on downstream 
products of polyester such as apparel and shoes will also 
weigh on buying sentiment in H2 2019.

Several polyester plants are expected to start up in Q3-Q4 
2019. However, weak sales performance in the polyester sector 
may also lead to delays in the start up of these new capacities.
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OLEFINS
ETHYLENE
ASIA ETHYLENE GLUT COULD EXTEND INTO H2 2019

Asia ethylene market will remain well-supplied through the 
second half of 2019 due to growing regional capacities, a 
possible increase in US exports and the bearish outlook for 
downstream sectors.

Prices in the key northeast Asia market started the year on 
a strong note, aided by pre- and post-holiday re-stocking 
activities in China, production problems at several sites in 
Asia and limited arbitrage supply.

Prices peaked at a 20-week high at close to $1,180/tonne 
CFR (cost & freight) NE (northeast) Asia at the end of 
February.

The market changed course in March and that bearish 
phase continued through to mid-June. Import prices 
plunged to around decade-lows at $805/tonne CFR NE 
Asia and at $710/tonne CFR SE (southeast) Asia in mid-
June.

Downstream markets such as monoethylene glycol (MEG) 
and styrene monomer (SM) in the key China market were 
sluggish after the Lunar New Year holiday. Strong pre-
holiday buying resulted in the arrival of unusually large 
quantities of import cargoes in January, while downstream 
offtakes were below expectations amid a weakening 
economy hurt by trade issues with the US.

Safety inspection on chemical plants and storage facilities 
across the country, following a spate of accidents in 

BY YEOW PEI LIN   JULY 2019

Jiangsu in the second half of March and early April, also 
affected downstream production.

MEG was the worst performing derivative sector in China 
in the first half of the year. Import prices in the oversupplied 
market slumped to levels last seen in 2009 and were below 
naphtha costs in the second half of May.

The ailing Chinese market and weak margins led to 
widespread cuts in MEG production in the second quarter. 
Integrated producers in Asia and the Middle East pushed 
out more ethylene for export following the production cuts. 
Three producers with significant MEG capacities sold at 
least 50,000 tonnes on a spot basis for June and July 
loading.

Completion of expansions at Lotte Chemical’s and LG 
Chem’s crackers between the end of 2018 and April 2019 
contributed to the plentiful supply.

Supply from southeast Asia was also ample in the first half 
of 2019 due to the persistently weak linear low density 
polyethylene (LLDPE) market as well as downstream 
maintenance and production issues.

SUPPLY GLUT TO PERSIST AS NEW CAPACITIES 
START UP
Supply will remain ample in the second half of the year. 
New regional capacities, weak downstream conditions and 
the start-up of a new export terminal in the US will likely 
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outweigh output losses resulting from a heavy turnaround 
schedule in southeast Asia.

Exports from South Korea will increase as most cracker 
turnarounds for the year would be completed by June 
and because of additional supply from Hanwha Total 
Petrochemical.

Hanwha Total will become a net seller temporarily when 
its additional capacity comes on stream, possibly in the 
second half of July.

The company will return to a short position at the end of 
the year when its new 400,000 tonne/year high density 
polyethylene (HDPE)/linear low density polyethylene 
(LLDPE) plant starts up.

Malaysia’s exports could be boosted by new supply from 
the PETRONAS-Saudi Aramco joint venture. The cracker 
at the Pengerang complex may start up in the third quarter 
at reduced rates, followed by the refinery in the fourth 
quarter.

Integrated MEG makers in Asia and the Middle East will 
likely continue to operate their plants at reduced rates as 
growing capacities will worsen the supply overhang. Over 
2m tonnes/year of projects are scheduled to be operational 
in China, Malaysia and the US in the second half of the year.

LLDPE producers will  continue to  keep production at 
reduced rates to manage their inventory in view of the 
global supply glut.

US exports are set to increase toward the end of the year if 
Enterprise Products Partners and Navigator Holdings’ new 
export terminal with a capacity of 1m tonnes/year starts up 
in the fourth quarter of 2019.

The healthy regional and deep-sea supply will more than 
offset the scheduled capacity losses of above 450,000 
tonnes in southeast Asia in the later half of 2019. Major 
facilities of Shell, Chandra Asri and PETRONAS will be 
down for long periods.

Asia producers may be dependent on low feedstock 
naphtha prices to maintain high operation, in view of the 
bearish ethylene demand-supply fundamentals.

CHINA DEMAND MAY WEAKEN; INDONESIA 
DEMAND TO IMPROVE
China’s import demand will slow down in the second half 
of the year, in line with increased domestic supply and 
because of the weak downstream outlook.

SP Chemicals will stop importing cargoes for its vinyl 
chloride monomer (VCM) and SM plants if its ethane-
propane cracker starts up successfully in the third quarter.

It currently requires up to around 320,000 tonnes/year of 
ethylene imports when its downstream plants are operating 
fully.

By the second half of 2020, it will become a major regular 
seller.

Another 360,000 tonnes/year of domestic supply will be 
available from two companies in Nanjing and Shandong. 
The companies, which have no ethylene downstream units, 
may commence operation at their methanol-to-olefins 
(MTO) plants in the third quarter.

Chinese importers that purchase ethylene for MEG 
production will likely continue to run their units at reduced 
rates in the second half of the year.

SM market in China will become more competitive if 
Zhejiang Petrochemical starts commercial operation at its 
plant with a nameplate capacity of 1.2m tonnes/year. Trial 
run may happen in September but most players expect the 
large integrated refinery and petrochemical complex to start 
up fully only in the first half of 2020.

Import demand in Indonesia is expected to increase from 
August onward, as the country’s sole producer Chandra 
Asri will reduce domestic sales. The company will conduct 
maintenance and expansion works at its cracker from 
August to September, followed by the start-up of a 400,000 
tonne/year PE project in October. On paper, Chandra’s net 
ethylene surplus will fall to 60,000 tonnes/year from around 
420,000 tonnes/year currently when the new derivative unit 
is up.
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ASIA ETHYLENE PROJECTS*

Company Location Facility C2 capacity ('000 tonnes/yr) Start-up schedule

Lotte Chemical Yeosu, South Korea Steam cracker +200 to 1,200 Dec 2018

LG Chem Daesan, South Korea Steam cracker +230 to 1,270 Apr 2019

Hanwha Total Petrochemical Daesan, South Korea Steam cracker +310 to 1,400 Jul 2019

Pengerang Refining Johor, Malaysia Steam cracker 1,300 Q3 2019

SP Chemicals Jiangsu, China Steam cracker 650 Q3 2019

Nanjing Chengzhi Clean Energy Nanjing, China MTO 240 Q3 2019

Liaocheng Meiwu New Materials 
Technology

Shandong, China MTO 120 Q3 2019

Jilin Connell Chemical Industry Jilin, China MTO 135 H2 2019

Chandra Asri Cilegon, Indonesia Steam cracker +40 to 900 End Q3 2019

Note: *Projects with surplus ethylene for third-party sales
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OLEFINS
PROPYLENE
ASIA PROPYLENE MARKET UNCERTAINTIES TO PERSIST IN H2 2019

Asia’s propylene players are expected to remain cautious 
as they continue to face a challenging market environment 
in the second half of 2019.

Uncertainties reign with the trade war between China and 
the US showing no signs of ending.

On the supply front, fewer plant turnarounds in July to 
December 2019 would mean less production losses in 
northeast Asia compared with the first half.

ICIS estimated a production loss of 566,200 tonnes in the 
first half of 2019, which tightened spot availability of the 
material.

The overall impact on spot prices of easing tight supply, 
however, may be overshadowed by developments in the 
key China market.

In southeast Asia, which usually export propylene to the 
northeast, supply could tighten in the fourth quarter with 
the start-up of a new downstream plant in Vietnam, and a 
scheduled turnaround at a Singapore cracker.

Hyosung Chemical is expected to start up its 320,000 
tonne/year polypropylene (PP) unit in Vietnam at the end of 
the year.

It is expected to import feedstock from southeast Asia until 
its propane dehydrogenation (PDH) unit with a 600,000 
tonne/year propylene capacity is completed in late 2020.

New propylene supply from Malaysia should, in theory, be 
able to meet the expected increase in demand, but this will 
depend on the scheduled start-up of PETRONAS’ Refinery 
and Petrochemical Integrated Development (RAPID) 
project in Johor.

In Singapore, Shell has a scheduled turnaround at its 
cracker around October, for about 60-75 days.

BY JOSON NG   JULY 2019

Spot propylene prices in Asia have been weak in the first 
half of 2019, weighed down by poor demand in the key 
China market and ample supply in some months.

In early June, prices were at $902.5/tonne CFR (cost & 
freight) NE (northeast) Asia, down from $965/tonne CFR 
NE Asia in early January.

Supply in the region tightened from April due to the start of 
the turnaround season in northeast Asia.

Consumption in late March was weighed down following a 
series of fatal explosions at Tianjiayi Chemical’s production 
site at Yancheng in east China’s Jiangsu province.

Nationwide safety inspections were stepped up following 
the blast, resulting in either reduced production or 
shutdowns at a number of small and medium enterprises in 
the country.

Propylene demand in the key China market has failed 
to pick up after the week-long Lunar New Year holidays 
in February, as the country’s manufacturing sector had 
indicated a contraction.
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OLEFINS
BUTADIENE
ASIA BD FACES SUPPLY SURPLUS IN H2; CHINA IMPORT DEMAND TO WANE

Asia’s butadiene (BD) market will face a supply surplus 
scenario in the second half of 2019 as new capacities come 
on stream, while import demand from the key China market 
is expected to wane.

The region is expected to welcome a total additional BD 
capacity of 550,000 tonnes/year in 2019.

China will be the game changer in the Asian BD market.

Market dynamics and trade flows will shift in the region as 
China becomes more self-sufficient for BD.

China’s domestic BD capacity is projected to increase by 
10% to 4.24m tonnes in late 2019 or early 2020, with three 
new units with a combined capacity of 370,000 tonnes/year 
scheduled to start up in the country.

Zhejiang Petrochemical’s new 200,000 tonne/year BD plant 
is expected to start commercial production in late 2019 or 
early 2020.

Jiutai Energy Group’s new 70,000 tonne/year plant in 
Inner Mongolia started up in May; while Nanjing Chengzhi 
Energy’s 100,000 tonne/year unit in Nanjing is expected to 
begin trial runs in June or July this year.

In Malaysia, PETRONAS Chemicals Group (PCG) is on 
track to start up its Refinery and Petrochemical Integrated 
Development (RAPID) complex in Johor this year.

The RAPID project, which has a new 1.2m cracker and a 
180,000 tonne/year BD plant, is expected to start up in the 
third quarter of this year. It was initially scheduled to start 
up in the second quarter of 2019.

RAPID is a 50:50 joint venture between Saudi Aramco 
and Malaysia’s state-owned oil and gas company 
PETRONAS.

With additional BD supplies becoming available in Asia, the 
arbitrage window from Europe to the region may narrow in 
the second half of the year.

BY HELEN YAN   JULY 2019
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Arbitrage BD trade flows from Europe may dwindle further 
as Asia’s demand has been shrinking amid the US-China 
trade war.

Downstream synthetic rubber (SR) and acrylonitrile 
butadiene styrene (ABS) markets will remain sluggish if 
the trade tensions between world’s two largest economies 
deepen further and if a trade deal is not concluded by the 
end of 2019.

BD spot prices in Asia fluctuated in the first half of this year 
between $945/tonne CFR (cost and freight) northeast (NE) 
Asia and $1,185/tonne CFR NE Asia.

A prolonged and escalated US-China trade war has 
weighed on demand and saw prices falling to $945/tonne 
CFR NE Asia in early May, down from $1,185/tonne CFR 
NE Asia in early January.

However, a supply crunch due to the month-long delay in 
the restart of Hanwha Total’s 120,000 tonne/year BD unit 
in Daesan, South Korea, triggered a recent rebound in BD 
price to $1,100/tonne CFR NE Asia in early June.

The company’s BD plant was shut in late March for 
maintenance, but a labour strike at the company caused a delay 
in the plant’s restart, which was originally scheduled in early 
May. It was not clear when the plant would resume production.
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CHINA PE UNITS - NEW AND EXPANDED CAPACITY 2019

Country Province Producer
Capacity
(’000 tonnes/
year)

Actual/
expected

start-up time

China
Inner 
Mongolia

Jiutai Energy 250 June 2019

China Anhui
Zhong’an 
Lianhe Coal 
Chemical

350 Q3 2019

China Ningxia
Baofeng 
Energy

300 Q3 2019

PLASTICS/POLYMERS
POLYETHYLENE (PE)
MORE SUPPLY TO EXERT PRESSURE ON CHINA’S PE MARKET IN H2 2019

Increased supply from new units starting up will place 
pressure on China’s polyethylene (PE) market in the 
second half of 2019, amid ongoing US-China trade 
tensions.

Chinese PE capacity is estimated to increase by 900,000 
tonnes/year in 2019 compared with 2018, with most 
expansions scheduled to be completed in the second half 
of the year.

Although some units are expected to shut for maintenance, 
overall production capacity is expected to increase year on 
year as new units start up.

Additionally, China’s import growth may remain high in 
the second half of 2019, as the open arbitrage window in 
most of H1 2019 continues, taking into account the new 
overseas capacity that is set to come on stream.

According to China Customs data, China imported about 
5.5m tonnes of PE from January to April 2019, up by 
22% compared with 2018, as import prices fell lower than 
domestic prices.

BY LUCY SHUAI   JULY 2019

However, US PE imports were at 154,000 tonnes from 
January to April 2019, which accounted for about 3% of all 
imports, compared with 5% in 2018, the data showed.

With the escalation of the US-China trade war from June 
2018, US high density PE (HDPE) and linear low density 
PE (LLDPE) imports to China have incurred an extra 25% 
tariff. The US effectively hiked tariffs on $200bn worth 
of Chinese imports to 25% on 10 May, leading China to 
implement similar tariffs on US imports.

CHINA PE PRODUCTION SCHEDULE 2019

Producer
Capacity
(’000 tonnes/year)

Products Turnaround plans Time

PetroChina Dushanzi Petrochemical 1,265 HDPE/LLDPE Late July Around 45 days

Shenhua Coal to Liquid and Chemical 300 LDPE July Around 20 days

Shenhua Xinjiang Energy 270 LDPE Early July Around 40 days

Shenhua Baotou Coal Chemical 300 HDPE/LLDPE Early August Around 45 days

Sinopec Guangzhou Petrochemical 220 HDPE/LLDPE Mid-September Around 25 days

Zhong Tian He Chuang Energy 670 LDPE/LLDPE Early August Around 40 days

OVERSEAS PE EXPANSION IN 2019

Country Province Products Capacity (‘000 tonnes/year)
Actual/expected time to 

start-up

LLDPE HDPE LDPE

US Lake Charles, Louisiana Sasol 470 420 LL: Q1 2019/HD: Q3 2019

US La Porte, Texas LyondellBasell 500 Q3 2019

US Point Comfort, Texas Formosa Plastics 400 400 H2 2019

US Beaumont, Texas ExxonMobil Chemical 650 2019

Malaysia Pengerang, Johor Petronas  RAPID 350 400 2019

Indonesia Ciwandan, Cilegon PT Chandra Asri 400 2019

Russia Tobolsk ZapSibNeftekhim 800 700 End 2019
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As such, US HDPE imports to China from January to 
April 2019 were down by 84% year on year, while LLDPE 
imports to China fell by 50%.

Although new US capacities are not expected to impact the 
China market directly, with imports from other regions to 
China set to increase, this could impact the global supply 
and demand balance.

From January to April this year, China’s imports from the 
Middle East, southeast Asia and India have increased by 
22%, 36% and 71% respectively year on year.

Local production has also increased, with domestic PE 
output from January to May 2019 up by 11% compared with 
2018, especially for HDPE grades.

China’s domestic HDPE output jumped by 24% year on 
year from January to May 2019, ICIS data showed.

Major Chinese producers have been saddled with high 
inventory and remain under pressure to destock since the 
Lunar New Year in early February this year.

The combined PE and polypropylene (PP) inventories 
of state-owned petrochemicals giants Sinopec and 
PetroChina have been higher than the same time in 2018, 
market sources said.

As such, major producers have resorted to cutting offers to 
offload stocks, which dampened market sentiment that was 
further aggravated by the escalation of the US-China trade 
war.

This led PE prices to hit over a 10-year low in the first half 
of 2019.

LLDPE prices fell to an average of (CNY) 7,775/tonne 
EXWH (ex-warehouse) east China in the week ended 
14 June, the lowest from 14 November 2008, ICIS data 
showed.

Additionally, as the price gap between HDPE and LLDPE 
widens, more HDPE/LLDPE swing units have switched to 
producing HDPE on better margins.

In a bid to boost market sentiment, the Chinese 
government has announced a number of measures to 
stimulate the economy, including increased export tax 
rebates and a reduction in value added tax (VAT) to 13%, 
among others.

While these measures could provide some support to 
demand, the upcoming supply increase will continue to 
place pressure on the market.

($1 = CNY6.90)
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CONCENTRATED PE START-UPS IN H2 ’19 TO WEIGH ON SE ASIA MARKET

Southeast (SE) Asia’s polyethylene (PE) market is poised 
to continue on a rocky path in the second half (H2) of the 
year amid bearish sentiment, aggravated by concentrated 
plant start-ups, which could lead to oversupply should 
demand remain tepid.

While average first-half 2018 prices were largely stable-to-
firm due to relatively tight supply, H1 2019 saw healthier 
supply outstripping demand growth.

Furthermore, market uncertainty stemming from the 
escalating US-China trade tension that manifested since 
July 2018 had weighed down on the market outlook in 
general.

As China is a major player in the PE market, its slowdown 
will eventually hit demand growth for PE across the globe, 
including southeast Asia.

In 2019, southeast Asian prices saw a brief stable-to-firm 
trend uptrend until April, before plunging in mid-May after 
the announcement of 25% US tariffs.

BY FELITA WIDJAJA   JULY 2019

The US tariffs imposed on a list of China’s finished plastics 
products ruffled export-oriented convertors in China, 
curbing import PE demand, which led to softer prices.

The recent downward spiral in southeast Asia PE prices 
was a result of the market trying to correct itself and close 
the gap with the much weaker prices in China, as several 
southeast Asian converters expect regional PE prices to 
track that of China.

CFR SE Asia prices for linear low density PE (LLDPE) film 
of all origins gained moderately by about $20/tonne from 
January to reach $1,050/tonne CFR SE Asia in April, before 
falling to a decade- low of $960/tonne CFR SE Asia in mid-
June.

Similarly, high density PE (HDPE) film grade prices rose 
around $30/tonne in the first quarter to peak at $1,115/
tonne CFR SE Asia level before declining to a decade-low 
of $1,020/tonne CFR SE Asia in mid-June.
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Some converters in Indonesia and Vietnam are hopeful that 
they might receive additional orders from the US but they 
remained cautious amid the volatile and uncertain nature of 
the trade war.

“We need to ensure business continuity with these new 
customers, before we invest in new machines to fulfil their 
orders, but they cannot commit to a long-term business 
relationship,” said a converter based in Indonesia.

Seasonal demand typically resumes at the end of the third 
quarter in September, as converters will start receiving and 
preparing orders for the year-end.

Overall demand growth for PE in the longer term is 
expected to remain modest due to the economic slowdown 
and weak sentiment, on the back of growing environmental 
concerns on plastic usage.
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SE ASIA PE PRICES 2019

Even at these levels, the price gaps between China and 
southeast Asia were considered wide, at around $40/tonne 
for HDPE and $65/tonne for LLDPE in mid-June, as China 
prices continue to be under pressure amid tepid demand.

The price gap between China and southeast Asia was 
much wider for low density PE (LDPE) film grades at $95/
tonne, with southeast Asia prices at $1,030/tonne in mid-
June.

Many market players anticipate possible re-export cargoes 
from China to flow into southeast Asia, should the arbitrage 
window remain open in the longer run.

While converters across southeast Asia have been 
lamenting about the lack of demand uptick, suppliers were 
anxious that longer supply will worsen the supply-demand 
balance in second-half 2019.

More than 5m tonnes of additional PE capacities are 
expected in 2019, with close to 3m tonnes from the US and 
the rest from China and southeast Asia.

There are talks that Russia’s Sibur will commence the start-
up of its PE plants with a total capacity of 1.5m tonnes/year 
by end-2019, but this could not be immediately confirmed.

As the bulk of the additional capacity is catered towards 
LLDPE production, prices for the grade may see stronger 
downward pressure compared with other PE grades.

The second-half 2019 outlook in southeast Asia is cautious 
as economic slowdown, weak local currencies and largely 
competitive domestic prices, might continue to dampen 
market’s confidence and curb import demand.

Many importers, including local stockists, have been 
keeping their inventory level very lean amid the 
uncertainties surrounding the US-China trade war.
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PLASTICS/POLYMERS
POLYPROPYLENE (PP)
CHINA PP UNDER PRESSURE FROM TRADE WAR, NEW CAPACITIES

China’s polypropylene (PP) import and domestic markets 
face downward pressure from prospects of supply glut and 
weak demand, brought on by new capacities and the fallout 
in trade negotiations with the US.
■ Weak demand caused by escalated US-China trade war
■ Oversupply from new domestic and overseas capacities
■ A market overview for first-half 2019

Both import and domestic PP prices have been falling amid 
the US-China trade disputes, with downstream demand 
hammered after the US slapped tariffs on $200bn in 
Chinese products from 10% to 25% as of 10 May.

This third round of tariff hikes directly impacts $13.2bn in 
Chinese chemicals and finished plastics exports to the US, 
according to the American Chemistry Council.

In the week ended 7 June, domestic prices for PP flat yarn 
grade in east China were assessed at yuan (CNY) 8,150-
8,450/tonne ex-warehouse, down by CNY475/tonne from 
the week ended 3 May, the data showed.

Import PP raffia prices fell by $90/tonne over the same 
period to $1,020-1,050/tonne CFR (cost and freight) China, 
the data indicated.

Compounding the situation, rising supply triggered panic in 
the Chinese market as new capacities came onstream and 
more plants would be commissioned in the latter part of this 
year.

China’s Hengli Petrochemical produced qualified material 
at its 450,000 tonne/year PP plant on 2 May and Jiutai 
Energy’s 350,000 tonne/year PP plant has started up in 
early June.

Guangdong Grand Resource’s 600,000 tonne/year PP 
plant and Zhong’an United Coal Chemical’s 350,000 tonne/
year PP plant are scheduled for trial runs in near future. 
Ningxia Baofeng’s 300,000 tonne/year plant will also start 
up in late 2019.

Reflecting hefty supply, the polyolefin inventories of the 
Chinese oil majors remained bloated at 830,000 tonnes on 
12 June, ICIS data showed.

BY DORA XUE   JULY 2019

Outside China, fresh import supply is expected from 
new plants in India, Russia and Malaysia as well as from 
suppliers who are eager to divert cargoes from southeast 
Asia to China.

Supply would hail from Indian Oil’s new 680,000 tonne/year 
unit and Sibur’s new 500,000 tonne/year plant in Russia, 
while Malaysia’s PETRONAS will commission its 900,000 
tonne/year plant in late 2019.

There is also market talk that prices of some duty-
exempted cargoes from the Association of Southeast Asian 
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Nations (ASEAN) are below the values of Middle East-
origin cargoes subject to import duties.

Some dutiable suppliers are desperate to sell cargoes to 
China at lower prices as the southeast Asian market could 
not consume such heavy volumes.

Meanwhile, a crude rout led to weaker PP prices. NYMEX 
WTI crude futures for July delivery experienced a sharp 
decline in May and June, settling at $53.27/bbl on 11 June, 
down by $12.01 compared with 25 April.

The market flipped from the first four months of this 
year when PP import prices increased owing to plant 
shutdowns led by S Oil’s 400,000 tonne/year plant, Saudi 
Polyolefins Company’s (Tasnee) 730,000 tonne/year plant 
and Mangalore Refinery and Petrochemical Ltd’s (MRPL) 
440,000 tonne/year facility.

Malaysia’s PETRONAS had previously delayed 
commissioning its new 900,000 tonne/year PP plant due to 
accident.

In the first half of 2019, PP prices in other markets were 
higher versus those in China, and in response, suppliers 
allocated more cargoes to the other markets.

But, on the other hand, Chinese PP prices in China 
tumbled on the back of heavy domestic supply and tepid 
downstream demand.

Chinese domestic PP prices fell mainly in the first quarter 
but rebounded in end March and April. The temporary rise 
was likely to be the result of value added tax (VAT) cuts 
introduced from 1 April. These include a reduction in the 
VAT rate for manufacturers from 16% to 13%.

Against a backdrop of weaker domestic prices and the 
RMB (Chinese yuan) depreciation, the window for arbitrage 
exports to southeast Asia was open briefly in early May. As 
a result, China exported huge PP quantities, primarily to 
Vietnam.

However, the arbitrage window closed in end May as 
prices in southeast Asia spiraled downwards in part due to 
truckloads of Chinese imports.

COMPETITION TO HEAT UP IN SE ASIA PP MARKET ON NEW CAPACITIES IN H2

BY LEANNE TAN   JULY 2019

Fiercer competition among polypropylene (PP) suppliers in 
southeast Asia could tip the market into a long position in 
the second half of the year, as new capacities in the region 
begin to come on stream.

The year kicked off to a slow start, with market sentiment 
dampened by weak macroeconomic fundamentals.

Poor manufacturing market indicators in southeast Asia, the 
depreciation of regional currencies and volatile upstream 
crude oil values all contributed to lacklustre demand.

However, scheduled and unscheduled outages at major 
production sites in both the Middle East and southeast Asia 
had curtailed supply, providing some support to spot prices 
in the first quarter.

Spot prices peaked so far this year on 3 May, with PP 
flat yarn grade of all-origins hitting an average of $1,165/
tonne CFR (cost and freight) SE (southeast) Asia, before 
plummeting in mid-May, according to ICIS data.

Heightened trade tensions between the US and China 
weighed on sentiment in southeast Asia, deterring traders 
from taking significant positions for June- and July-arrival 
cargoes.

Vietnam saw an incursion of competitively priced Chinese-
origin cargoes, as suppliers pushed export volumes amid 
sharp declines in domestic PP prices in China.

Consequently, PP flat yarn all-origins spot prices tumbled 
by 9.4% from mid-May to an average of $1,055/tonne CFR 
SE Asia on 14 June.

The outlook for the second half of the year remains clouded 
by regional capacity expansions and global trade tensions.

SE ASIA PRODUCTION TO SURGE IN H2
Competition among southeast Asian producers could 
intensify, especially in the fourth quarter, as several new 
plants in the region are scheduled to be operational by the 
end of the year.

In Malaysia, the Refinery and Petrochemical Integrated 
Development (RAPID) project in Johor - which is a 50:50 
joint venture between Saudi Aramco and Malaysia’s state-
owned oil and gas company PETRONAS - is due to come 
on stream by the end of 2019.

The project has a huge nameplate PP production capacity 
of 900,000 tonnes/year.
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In Vietnam, Hyosung Chemical is expected to start up its 
320,000 tonne/year PP unit at the end of the year.

In Indonesia, Chandra Asri Petrochemical (CAP) is slated 
to conduct debottlenecking works at its production site in 
Cilegon, which would expand its PP capacity by 80,000 
tonnes/year.

These new capacities in the region will likely result in 
growing export volumes to China and India.

Ever since Vietnam’s Nghi Son Refinery and Petrochemical 
(NSRP) started up its 400,000 tonne/year production unit 
back in mid-2018, the country’s export volumes to China 
have grown significantly.

In a similar fashion, exports from Malaysia are likely to 
increase steadily, as the country maintains its drive to 
become a major regional hub for petrochemical trade.

As many of these capacity expansions are taking place 
within southeast Asia, availability of duty-free origin PP 
materials is likely to lengthen further.

As it is, spreads between dutiable and non-dutiable prices 
have already narrowed to all-time lows over the last year, 
and this scenario is likely to persist for the rest of 2019.

CHINA-SE ASIA PRICE SPREADS TO IMPACT 
TRADE FLOWS
The spread between Chinese and southeast Asian 
import prices is another factor that could impact market 
fundamentals, especially in Vietnam.

Usually, prices in Vietnam closely track domestic and 
import values in China, after a short time lag of around a 
week.

Source: Adi Weda/EPA/Shutterstock

Sacks of  rice at a port in Jakarta, 
Indonesia. PP is used in sacks. 
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Suppliers of Chinese materials typically take full advantage 
of this slight lag, pushing export volumes whenever 
margins in the export sector are deemed attractive in 
comparison to those in the domestic Chinese market, with 
varying degree of success.

Both coal-based and naphtha-based Chinese PP materials 
have received a favourable reception in Vietnam, where 
they also enjoy duty-exempt status.

Meanwhile, converters and end-users in Indonesia and 
Thailand have yet to warm up to Chinese-origin cargoes.

Nevertheless, as the Chinese PP market inches toward 
self-sufficiency with several capacity expansions in the 
works, many market players expect export volumes from 
the country to grow.

Month-to-month export volumes would depend highly 
on the magnitude of price spreads between China and 
southeast Asia.

A wider spread is likely to encourage Chinese suppliers to 
export cargoes, while they would be more inclined to sell 
cargoes in the domestic market when the spread is narrow.

On the demand front, heightened trade tensions between 
the US and China could continue to leave buyers cautious.

Weak economic data are likely to continue to put a dent 
on expectations for downstream consumption in southeast 
Asia.
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RUBBER
STYRENE BUTADIENE RUBBER (SBR)
CHINA SBR DEMAND TO STAY SOFT IN H2 AMID ECONOMIC SLOWDOWN

China’s styrene butadiene (BD) rubber market is expected 
to be soft in the second half of 2019 due to waning demand 
amid a slowing economy.

Demand for SBR has weakened as downstream tyre 
makers in the country have been operating at lower rates 
due to declining domestic vehicles sales and production.

High tyre inventories amid a slowing Chinese economy and 
an escalating US-China trade war have weighed on spot 
interest for SBR imports.

SBR spot prices have stagnated in the past two months in 
view of weak market sentiment and poor demand.

Non-oil grade 1502 SBR spot prices have languished in 
the range of $1,325-1,375/tonne CIF (cost, freight and 
insurance) China since early April this year.

On 19 June, non-oil grade 1502 SBR prices averaged 
$1,325/tonne CIF China, ICIS data showed.

BY HELEN YAN   JULY 2019

CHINA AUTO SALES DECLINING
China is the world’s largest automotive market, but its 
vehicles sales and production have been declining for 
months amid an economic slowdown, consequently 
depressing demand for tyres.

SBR is a raw material used in the production of tyres for the 
automotive industry.

The country’s car market weakened further in May, with 
sales down by 16.4% year on year and 3.4% month on 
month to 1.91m units, official data showed.

Its economy, which is the second-biggest in the world, is 
expected to slow down further this year.

The International Monetary Fund (IMF) projected China’s 
economic growth to moderate to 6.2% this year and to 
6.0% in 2020, as uncertainty around trade tensions with the 
US remain high and risks are tilted to the downside.

Source: WU HONG/EPA-EFE/Shutterstock

Cars on display at the Auto Shanghai 
2019 motor show in April.
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The expected growth for 2019 was lower than the previous 
forecast of 6.3%, but within China’s own target of 6.0-6.5%.

The US and China have been locked in a trade war since 
July 2018, with the latest round of tit-for-tat tariff impositions 
taking effect in May and June.

Butadiene CFR Asia NE Assessment Spot 0-6 
Weeks Close-weighted Range Weekly (Mid) 

SBR 1502, Non-Oil Grade CIF China Assessment 
Spot 4-6 Weeks Full Market Range Weekly (Mid) 

USD/tonne

Source: ICIS

750

1,000

1,250

1,500

1,750

2,000

May'19Mar'19Jan'19Nov'18Sep'18Jul'18

NON OIL GRADE 1502 SBR VS. BUTADIENE CFR ASIA
NE PRICES

HIGH BD COSTS ERODE SBR MAKERS’ MARGINS
Adding to the woes of Asian SBR makers is the erosion in 
margins from high feedstock butadiene (BD) costs.

Spot prices of key feedstock BD had increased by about 
15% since early April to $1,100/tonne CFR (cost and 
freight) northeast (NE) Asia on 21 June 2019 due to a 
supply crunch caused by unplanned cracker shutdowns in 
South Korea.

Hanwha Total has delayed the restart of its 120,000 tone/
year BD unit in South Korea by more than a month to mid-
June, resulting in a loss of about 10,000 tonnes of BD.

LG Chem had a 10-day outage at its 160,000 tonne/year 
BD unit in Daesan in early June, while Yeochun NCC’s 
(YNCC) unit was shut for maintenance from early May to 
mid-June.

BD’s tight supply may soon ease as the plants have 
recently resumed operations, which could allow SBR 
producers to recover some margins but this will still hinge 
on any improvement in demand.
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SOLVENTS
ACETONE 
HIGH ACETONE RUNS IN ASIA TO CAP GROWING DOWNSTREAM DEMAND

Acetone supply in Asia may outstrip demand in the second 
half of the year, in view of high run rates and limited 
cross-regional export opportunities despite upcoming 
downstream expansion.

Market sentiment is deemed cautious because of increased 
supply and downstream expansion scheduled in the 
remaining months of 2019.

Demand is slated to strengthen in the second half of the 
year on the back of increased consumption from new 
downstream start-ups in China.

Supply has been supported by high operating rates in 
China which had resulted in bloated port inventory levels.

On 10 May, acetone import inventories at Jiangyin port rose 
to 72,000 tonnes, the highest level recorded this year.

The supply outside of China could also be raised, as the 
arbitrage to the US had been blocked for some origins.

US firms AdvanSix, Olin and Altivia filed on 19 February 
the petitions with the International Trade Commission (ITC) 
and the US Department of Commerce for the imposition of 
ADDs on acetone, from a total of five origins – Singapore, 
Saudi Arabia, South Korea, Belgium and Spain.

According to ITC data, US acetone imports in January to 
November 2018 surged 97.2% year on year to 167,075 
tonnes.

Acetone supply has traditionally been deemed long in 
Asia as less of the material is needed for the production of 
bisphenol A (BPA) – its main downstream – compared with 
co-product phenol.

A tonne of BPA requires 0.86 tonne of phenol and 0.285 
tonne of acetone, while the output ratio of co-products 
phenol and acetone is 1:0.6-0.62 tonne.

Meanwhile, in India, ADD continued to be extended on 
imports from the US, European Union, South Africa and 
Singapore.

On 6 July 2018, an investigation started, following an 

BY ANGELINE SOH   JULY 2019

application lodged by domestic producers - Deepak 
Phenolics Hindustan Organic Chemicals Limited (HOCL) 
and SI Group India.

ADD on acetone imports from the European Union, South 
Africa, Singapore and the US were initiated in May 2007. 
They were then extended in March 2014 for another five 
years.

ADD on acetone imports from South Korea was first levied 
by India in 2008, and then extended for five years starting 
February 2015.

ADD on acetone imports from Saudi Arabia and Taiwan 
were imposed in April 2015.

In the week ended 7 June 2019, acetone prices were 
assessed at $360-375/tonne CFR (cost and freight) 
CMP (China Main Port), stable week-on-week, ICIS data 
showed.

In the second half of April 2019, prices hit a 9-year low, the 
lowest since the quote was introduced in 2010.

Source: ICIS
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ACETONE CFR CHINA PRICE EVOLUTION

ANTI-DUMPING DUTIES ON ACETONE IMPORTS BY COUNTRY

Country/Region Company ADD applicable ($/tonne)

Old New

Europe Any 277.85 277.85

Singapore Any 147.1-158.1 56.91-121.04

South Africa Any 141.95- 179.65 179.65

USA Any 213.76 213.76

S Korea Any 79.75 Pending

Taiwan Formosa Chemicals and Fibre Corp 86.1 Pending

Taiwan Taiwan Prosperity Chemical Corp 205.05 Pending

China Changshu Chang Chun 0 0

Thailand Any 0 0

Russia Any 0 0
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SOLVENTS
PHENOL
ASIA PHENOL TRADE FLOWS MAY CHANGE FOLLOWING 
ADD PRELIM RESULTS IN CHINA

China’s imposition of antidumping duties (ADDs) on phenol 
from five origins, three of which are in Asia, is expected to 
shake up trade flows in the region.

The preliminary ADDs were imposed by China on 27 May 
2019, after a prolonged delay amid the US-China trade war.

Market uncertainty could persist until the ADD rates are 
finalised, possibly in November, according to industry 
players.

With the possible reduction of Chinese phenol imports from 
South Korea, Japan and Thailand because of the ADDs, 
these countries are likely to turn their attention to southeast 
Asian, as well as deep-sea markets.

There is also a possibility that some affected cargoes would 
be sold to other countries, and then re-exported to China to 
by-pass the ADDs, according to market players but noted 
that this move is fraught with risks.

In India, some sellers are keen to chase margins by looking 
at the export market, even though the country relies on 
imports for about 50,000 tonnes of its annual requirements.

Demand for phenol in China turns seasonally weak in the 
third quarter, during the summer, but expected start-ups of 
downstream plants could prop up consumption.

The country’s overall phenol imports is also being weighed 
down by high prices compared with locally sourced 
material.

Import prices in the week ended 14 June were assessed 
at a wider range of $930-1,020/tonne CFR (cost & freight) 
CMP (China Main Port), from $950-995/tonne CFR CMP in 
the previous week.

Import prices in the week ended 21 June were assessed at 
a narrower range of $920-970/tonne CFR (cost & freight) 
CMP (China Main Port), from $930-1,020/tonne CFR CMP 
in the previous week.

Chinese domestic prices for the material declined by an 
average of yuan (CNY) 425/tonne over the same period to 
CNY7,300/tonne ex-tank, according to ICIS data.

BY ANGELINE SOH   JULY 2019

CHINA ANTIDUMPING DUTIES FOR PHENOL

Country/Region Company ADD

US INEOS Americas LLC 129.6%

US Blue Cube Operations LLC 125.4%

US Other US companies 129.6%

Europe INEOS Phenol GmbH 82%

Europe INEOS Phenol Belgium NV 82%

Europe Other European companies 82%

South Korea Kumho P&B Chemicals, Inc 13.9%

South Korea LG Chemicals 13.3%

South Korea Other South Korean companies 23.7%

Japan Mitsui Chemicals 81.2%

Japan Other Japanese companies 81.2%

Thailand PTT Phenol Company Limited 11.9%

Thailand Other Thai companies 28.6%

Source: China Ministry of Commerce
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Chinese domestic prices for the material rose by yuan 
(CNY) 150-300/tonne over the same period to CNY7,450-
7,600/tonne ex-tank, according to ICIS data.

Imports also become more expensive whenever the 
Chinese yuan depreciates against the US dollar.

The recent escalation of the US-China trade war has 
battered the Chinese yuan, which is now trading at 
CNY6.91 to $1, down by 2.7% from early May.

Some phenol importers in China are considering cutting 
back their import volume.

In 2018, China’s import volume for phenol stood at 419,000 
tonnes, accounting for about 17% of the country’s total 
consumption of the material. Reliance on imports had 
grown over the years from 212,000 tonnes, or about 11%, 
of the total phenol consumption back in 2014.

Because of the newly imposed preliminary ADDs on its 
major sources of phenol, China is expected to look more for 
ADD-free supplies from India, Saudi Arabia, Singapore and 
Taiwan.

Singapore cargoes into China enjoys the additional benefit 
of being free of 5.5% import duty, which applies imports 
from other origins.

Saudi Arabia’s share to China’s overall phenol imports in 
2018 increased to 17% from 9% in the previous year, as 
the northeast Asian country gradually halted its intake of 
US material since their trade war started in July last year.

200

300

400

500

600

700

800

Jul'19May'19Mar'19Jan'19Nov'18Sep'18Jul'18

Phenol CFR China Assessment Main Ports Spot 4-6 Weeks Full Market 
Range Weekly - Benzene FOB South Korea Assessment Spot Third and 
fourth half month Closing Value Weekly (Mid)

USD/tonne

Source: ICIS

PHENOL - BENZENE SPREAD

Kt

Source: ICIS

0

500

1,000

1,500

2,000

2,500

20182017201620152014

Domestic Imports

CHINA DOMESTIC PRODUCTION VS IMPORTS (KT)

Source: ICIS

Total
41,8750

US

EU

Saudi

Japan

S Korea

Taiwan

Singapore

Thailand

18%

14%

1%

3%

17%
41%

3%

3%

CHINA’S PHENOL IMPORTS

Speak with ICIS for a free trial of our service

https://www.icis.com/explore/contact/request-free-trial-icis-dashboard/?cmpid=ILC|CHEM|CHCOM-2019-GLOBAL-SGC-Asia-midyear-review-outlook-pdflinks&sfid=7012X000000g7EE
https://www.icis.com/explore/contact/request-free-trial-icis-dashboard/?cmpid=ILC|CHEM|CHCOM-2019-GLOBAL-SGC-Asia-midyear-review-outlook-pdflinks&sfid=7012X000000g7EE

