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The US petrochemical industry is facing 
slowing momentum from global 
manufacturing economies which is 
pressuring prices across the board. 
Weakness in the key automotive end 
market in particular is hitting chemicals 
and plastics demand with no bottom in 
sight while the US-China trade war 
weighs on overall business confidence. 

Expect additional profit warnings from 
chemical companies, putting a once 
expected second half recovery in 
jeopardy. However, natural gas liquids 
(NGL) feedstock prices remain 
exceptionally low, providing a continuing 
cost advantage for the industry. Thus the 
2nd wave of petrochemical projects in 
the US is well under way, including a new 
major investment from Chevron Phillips 
Chemical and Qatar Petroleum on the 
US Gulf Coast.
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“There’s way too much ethylene for derivative 
demand right now,” a source said.

New crackers are set to start up, which will add to 
already high inventory levels, while feedstock costs 
have plummeted on robust natural gas liquids (NGL) 
production.

Spot ethylene prices have fallen to near historical 
lows amid ample supply and low costs, supported by 
soft demand—which is expected to be the trend 
through most of the year until an export terminal 
begins operation.

Capacity additions delayed, but coming
Five new crackers are slated to begin production in 
2019: Indorama, Lotte/Westlake (LACC), Shintech, 
Sasol and Formosa.

Along with a Dow expansion expected at 
the end of the year, the additions total 
nearly 5m tonnes/year of new ethylene 
capacity that will flood a saturated market.

Indorama and Lotte/Westlake (LACC) have 
started their units, but have experienced 
difficulty achieving on-spec production and 
are either not running or not fully running.

Shintech’s unit is likely the next one to start 
up, followed by Sasol and Formosa later in 
the year.

The startup delays paired 
with extended 
turnarounds at 
ExxonMobil’s Beaumont, 
Texas, cracker and BASF 
Total’s Port Arthur, Texas, 
cracker led to a brief 
spike in spot ethylene 
prices  
in June.

“A localised pocket is 
short,” a source said. “But 
the dust will settle when 
turnarounds end and 
take the pressure off.”

US ethylene capacity additions to further 
lengthen supply amid weakened demand

5m
Nearly 5 million  
tonnes/year of new 
ethylene capacity will 
flood a saturated market

“There’s way 
too much 
ethylene for 
derivative 
demand right 
now”
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us ethylene supply 
will significantly 
outstrip 
downstream 
derivative demand 
through the latter 
half of 2019 as new 
crackers begin 
on-spec production
By Amanda Hay
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“The big wave is still yet to come” 
Peter Fasullo, Consultant, 
EnVantage

AmericAs mid-yeAr outlook

Barring other unexpected supply constraints, spot 
prices should return to trending around a small 
premium over cash costs.

For the most part, supply interruptions no longer 
matter in the US ethylene market.

“It’s not a driver like it used to be,” a source said, 
adding that outages of any length made a big  
impact in spot pricing but are not closely 
followed anymore.

Falling feedstock costs
While ethylene supply builds, cracker 
operators’ costs are dropping 
significantly on a wave of NGL 
production out of the Permian 
Basin of West Texas that has 
flooded the market hub in Mont 
Belvieu, Texas.

Prices for US NGLs, which make 
up the cracker feedslate, have 
plummeted to levels last seen  
in 2016.

Field production of ethane, propane 
and butane hit a combined 3.823m bbl/
day in March, an all-time high, according 
to the latest data from the US Energy 
Administration (EIA).

The Gulf Coast has not yet seen the “real brunt of it 
yet”, said Peter Fasullo, consultant at EnVantage, as 
infrastructure and fractionation constraints remain.
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New pipeline and fractionation capacity will translate 
to NGL supply growing even further and 

keeping feedstock costs low.

“The big wave is still yet to come,” 
Fasullo said.

Slumping demand
Weak demand has permeated 
the petrochemical sector in 2019 
amid a dim economic outlook 
and slumping sectors that are 
usually strong, such as 
automotive and construction.

The primary downstream 
derivative of ethylene, polyethylene 

(PE), is further impacted by bearish 
sentiment stemming from escalating 

trade tensions with China, which have 
coincided with increasing PE capacity in 

the US.

It does not appear demand will improve anytime 
soon. A new 2.2bn lb/year ethylene export terminal 
that is slated to start later this year could remove some 
length from the market, but not immediately.

Enterprise is slated to begin 
service on a 2.2 billion lb/year 
export terminal later this year  

2.2bn
Ethylene is a key petrochemical feedstock, used to 
make polyethylene (PE), ethylene glycol (EG) and 
polyvinyl chloride (PVC) among other products.

Major US ethylene producers include Chevron Phillips 
Chemical, DowDuPont, ExxonMobil, INEOS Olefins & 
Polymers, LyondellBasell and Shell Chemical. n
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Inventories have been at or near record levels 
through most of the year and are described as 
“extremely sufficient to meet demand.”

Despite supply length, spot propylene prices  
rose steadily in the spring, driving a higher  
May contract settlement, but have fallen  
sharply since.

Market participants expect flat to lower prices in 
the near term as supply outstrips demand, even 
as INEOS’ Green Lake downstream acrylonitrile 
(ACN) plant returns to production in July.

Consumption would need to outpace production 
significantly for the market to return to more 
balance, but that does not appear likely.

Production should remain strong on high refinery 
rates ahead of International Maritime 
Organization (IMO) 2020 regulations and a 
coming wave of natural gas liquids (NGL) output 
in west Texas to feed new crackers.

“With so much NGLs coming on line, I could  
see the market getting very long in H2,”  
a source said, at least until there is 
new derivative capacity to soak  
up supply.

US propylene production strong through 
year against weak demand

Production buoyed by high rates, new capacity
Two main factors will bolster propylene production 
in H2 2019: strong refinery output and new ethane 
cracker production.

Refinery rates are expected to be strong,  
especially in anticipation of more robust diesel 
demand as shippers prepare for IMO 2020 
regulations for bunker fuels, which will require 
ship operators to shift to fuels with much lower 
sulphur content than currently allowed.

Additionally, five new ethane crackers are slated  
to begin production in 2019: Indorama, Lotte/
Westlake (LACC), Shintech, Sasol and Formosa.

While ethane-only crackers do not yield as  
much propylene as older, flexible crackers,  
the output will add to an already saturated 
propylene market.

Indorama and Lotte/Westlake (LACC) have  
started their units, but have experienced  
difficulty achieving on-spec production and  

are either not running or not fully running. 
Shintech’s unit is likely the next one to 

start up, followed by Sasol and 
Formosa later in the year.

us propylene 
supply outpaces 
derivative demand 
heading into the 
second half of 2019, 
and the market is 
poised to lengthen 
further on strong 
refinery rates and 
cracker capacity 
additions
By Amanda Hay

“With so much NGLs coming on line, I could see the market getting very long in H2”



Declining feedstock costs
While ethane is still the preferred 
and most economical feedstock, 
cracker operators who can run 
heavier feedslates may favour 
propane and butane, which 
yield more propylene.

Pricing for those NGLs have 
become very attractive and 
more competitive with 
ethane, largely on a wave of 
NGL production out of the 
Permian Basin of west Texas 
that has flooded the market 
hub in Mont Belvieu, Texas.

Prices for US NGLs have 
plummeted to levels last seen  
in 2016.

Field production of ethane, propane 
and butane hit a combined 3.823m bbl/day 
in March, an all-time high, according to the 
latest data from the US Energy Information 
Administration (EIA).

The Gulf coast has not yet seen the “real brunt of it 
yet”, said Peter Fasullo, consultant at EnVantage, as 
infrastructure and fractionation constraints remain.

Slumping demand
Weak demand has permeated the petrochemical 
sector in 2019 amid a dim economic outlook and 
slumping sectors that are usually strong, such as 
automotive and construction.

AmericAs mid-yeAr outlook
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n  propylene polymer Grade Del USG 
assessment pipeline Spot 4-6 weeks Full 
Market Range weekly (Mid) 

n  Propylene Refinery Grade DEL USG 
assessment pipeline Spot 4-6 weeks Full 
Market Range weekly (Mid) 

n  propylene polymer Grade Del US 
contract price assessment contract 
Month contract Survey Monthly (Mid) 

Polypropylene (PP) markets, the 
largest downstream outlet for 

propylene, have experienced slower-than-
expected growth this year.

Some of this weak demand owes to escalating trade 
tensions between the US and China.

The main outlet for propylene is as a feedstock for 
polypropylene (PP). Propylene is also used to 
produce acrylonitrile (ACN), propylene oxide (PO), 
a number of alcohols, cumene and acrylic acid.

Major US propylene producers include Chevron 
Phillips Chemical, Enterprise Products, ExxonMobil, 
Flint Hills Resources and Shell Chemical. n

Two main 
factors will 
bolster 
propylene 
production in 
H2 2019: strong 
refinery output 
and new ethane 
cracker 
production
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Derivative demand never picked up enough for supply 
constraints to become an issue, which the market 
thought might tighten the global BD landscape during 
the first half of the year.

Now, global derivatives markets appear set to remain 
soft through the year and into 2020—especially those 
that feed the automotive sector—with nothing on the 
horizon expected to spur demand.

Sufficient supply, sluggish demand and falling 
feedstock costs are likely to weigh on H2 BD prices.

Security of supply
After a tight 2018 that drove prices about 30 cents/lb 
higher, US BD markets are moving toward a more 
self-sufficient position as new ethylene capacity will 
ensure that feedstock crude C4 (CC4) is readily 
available to process.

Five new crackers are slated to begin production in 
2019: Indorama, Lotte/Westlake (LACC), Shintech, 
Sasol and Formosa.

New capacity should keep supply ample, shift the 
US from a historically tight position and open 
opportunities in derivatives and potentially 
export markets.

Ongoing weak demand
Lacklustre demand has emerged as a 
dominant theme of 2019 throughout the 
petrochemical sector.

Heavier-than-usual global maintenance 
schedules and unexpected supply 
interruptions, which typically would have 
significantly tightened BD markets, did not seem 
to make a dent.

This is largely because demand never picked up to 
expected levels in Q2, nor are they expected to at 
this point.

“In other years, these supply issues would have 
caused more problems,” a source said. “We’ve been 
waiting for prices to go up for a few months, but 
nothing has happened because demand is weak.”

Asia demand is weak amid a slumping automotive 
sector as well as China’s heightened trade tensions 
with the US.

Downstream synthetic rubber (SR) and acrylonitrile-
butadiene-styrene (ABS) markets are expected to 
remain sluggish through the year if a trade war persists 
and a deal is not reached by the end of the year.

With demand weak and trade among regions largely 

Ample supply, lacklustre demand to weigh 
on US BD for remainder of 2019

unworkable, prices may fall some given ample supply 
but not likely by much.

“There is no way to stimulate demand by dropping the 
price,” a source said.

Nothing appears to be on the horizon to spur demand.

Costs are lower for rubber producers in the US with 
falling feedstock BD prices, but poor demand has 
offset that.

“Synthetic rubber pricing is down significantly,” the 
source said. “Nothing is pushing up the price of a car 
right now, so why aren’t people buying?”

The automotive outlook is more dim in other regions, 
but the US is being weighed down by global weak 
sentiment, the source added, and these fundamentals 
are likely to carry into next year.

Feedstock costs fall
Prices for US natural gas liquids (NGL), which make up 
the cracker feedslate, have plummeted to levels last 

seen in 2016.

Robust production in the Permian Basin of 
West Texas has flooded the market hub in 
Mont Belvieu, Texas.

Field production of ethane, propane and 
butane hit a combined 3.823m bbl/day in 
March, an all-time high, according to the 
latest data from the US Energy 

Administration (EIA).

The Gulf Coast has not yet seen the “real brunt 
of it yet”, said Peter Fasullo, consultant at 

EnVantage, as infrastructure constraints remain.

New pipeline capacity and new fractionation capacity 
will translate to NGL supply growing even further and 
keeping feedstock costs low.

“The big wave is still yet to come,” Fasullo said.

Low feedstock costs should keep BD prices low, but 
derivative producers are not likely to see much impact 
from reduced costs as it does not spur demand.

“Everyone wants every penny of that drop,” a source 
said. “It does nothing for us.”

BD is a key feedstock for synthetic rubbers, largely 
styrene butadiene rubber (SBR), which is used in tyre 
manufacturing. BD is extracted from crude C4s.

Major US BD producers include ExxonMobil, 
LyondellBasell, Shell Chemical and TPC Group. n

Ample supply and 
weak demand 
weigh on us 
butadiene (Bd) 
markets heading 
into the second half 
of 2019, maintaining 
the potential for 
flat to softer prices
By Amanda Hay

“There is no 
way to 
stimulate 
demand by 
dropping 
the price”
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The US is in the middle of a significant build-up in new 
PE capacity. Approximately 3.5m tonnes/year of new 
capacity came online in 2017 and around 3m tonnes 
of new capacity is expected to come online by the end 
of this year, with the bulk of that expected in the 
second half.

New US investments have been driven by abundant 
low-cost feedstocks stemming from the boom in US oil 
and gas production from shale formations.

Shale wells produce large volumes of associated gas, 
vastly expanding the availability of ethane and other 
natural gas liquids (NGLs).

As US PE demand is considered mature and not 
expected to grow beyond the rate of GDP growth, 
producers had been planning to sell the majority of 
this newly-produced material outside the US.

China was expected to be the primary 
destination, although trade tensions 
between the US and China have limited the 

opportunities for PE sellers in the Chinese 
market, necessitating a rebalancing of 
trade flows.

US product that originally might have been shipped to 
China is currently being diverted to Europe, Africa and 
southeast Asia as alternative destinations.

On top of tensions with China, the US is also facing 
actual or potential friction with other major trading 
partners including Europe and Mexico, which may 
limit the ability of sellers to raise export allocations.

Slowing economic growth
Trade tensions are not the only major threat to 
international PE markets. Concerns over a possible 
slowdown in global economic growth have also 
limited growth in global PE demand, while several 
large emerging economies are also struggling with 
recent economic turmoil.

Declining feedstock costs are also putting pressure 
on PE prices heading into the second half of 2019. US 
spot ethylene prices have been depressed because 
significant amounts of ethylene capacity have been 

New capacities, trade tensions create 
headwinds for US PE market entering H2

built up in recent years while a limited export 
infrastructure for ethylene has left a large amount of 
product stranded in the US.

Poor ethylene margins have also exerted downward 
pressure on spot ethane prices, which fell to 
multiyear lows near the end of the first half of the 
year as cracker operators with feedstock flexibility 
switched from ethane to propane and butane 
feedstocks to maximise co-product output.

PE is the most widely used plastic in the world, 
primarily found in packaging including plastic bags, 
plastic films and geomembranes.

Major US producers of PE include Chevron Phillips 
Chemical (CP Chem), DowDuPont, LyondellBasell, 
ExxonMobil, Formosa, INEOS, Total Petrochemicals 
and Westlake. n

the us polyethylene 
(Pe) market is facing 
headwinds going 
into the second half 
of the year as 
ongoing trade 
tensions weigh on 
exports - even as 
more new export-
focused capacities 
come online
By Zachary moore

3.5m
Approximate 
tonnes/year of 
new capacity 
that came 
online in 2017

US PE EXPORT PRICES

n PE HDPE HMW Bimodal FOB USG Assessment Export Bagged 
Spot 2-4 Weeks Full Market Range Weekly (Mid)  
n PE LDPE Film FOB USG Assessment Export Bagged Spot 2-4 
Weeks Full Market Range Weekly (Mid)    
n PE LLDPE Butene C4 FOB USG Assessment Export Bagged 
Spot 2-4 Weeks Full Market Range Weekly (Mid)
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Sufficient supply, high operating rates 
weigh on US PP sentiment heading to H2

the us 
polypropylene (PP) 
market is facing 
headwinds heading 
into the second half 
of the year on 
sufficient supply of 
both PP and 
propylene 
monomer as well as 
high operating rates 
at us PP facilities
By Zachary moore

US refinery operating rates are 
likely to remain at elevated levels 
throughout the coming months 
during the US driving season, 
which will see a higher demand 
for gasoline

blendstocks and can also be sold to chemical 
manufacturers for upgrading to either chemical grade 
propylene (CGP) or polymer grade propylene (PGP).

US PP contracts are typically formula-based and are 
set at PGP values plus an adder. The monomer plus 
pricing mechanism means that any changes in 
upstream pricing dynamics is directly reflected onto 
US PP prices.

PP supply has also been sufficient for much of the 
first half of the year despite the declaration of several 
forces majeures in recent months. This is because 
operating rates have been high at most plants, 
several of which conducted debottlenecking projects 
during 2018.

PP is used for packaging, ropes, carpets, plastic parts, 
loudspeakers and automotive parts.

Major US PP producers include Braskem, ExxonMobil, 
Formosa, INEOS, LyondellBasell, Phillips 66 and Total 
Petrochemicals. n

US PP CONTRACT PRICES

n PP Block Co-Polymer DEL US Assessment Bulk Contract 
Month Contract Survey Monthly (Mid)
n PP Homopolymer Injection DEL US Assessment Bulk Contract 
Month Contract Survey Monthly (Mid)
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Propylene inventories have been long throughout 
much of the first half of the year and length may 
remain in place for the remainder of 2019. This is 
because poor ethylene margins have encouraged 
cracker operators with feedstock flexibility to crack 
propane and butane rather than ethane to maximise 
co-product output.

Ethane crackers produce very small volumes of 
propylene per unit of ethylene produced, but 
propane and butane cracking generates a much 
higher rate of propylene co-production per unit of 
ethylene produced.

Refinery operating rates high
US refinery operating rates are likely to remain at 
elevated levels throughout the coming months during 
the US driving season, which will see a higher demand 
for gasoline.

Over half of US propylene is sourced from refiners, 
who produce refinery grade propylene (RGP). RGP can 
be consumed in alkylation units to produce gasoline 
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The typical spring demand surge for resins to 
make construction materials is only just now 
arriving in May and June when it usually emerges 
in March and April.

That has left US domestic demand down so far for 
2019, an abrupt surprise given current economic 
growth and the number of floods, storms, fires and 
other calamities that would be expected to serve as 
boosts for home construction, repair and remodeling, 
strong downstream demand sectors for US PVC.

US export markets edge upward
Export markets have faired slightly better, up 8% 
through May, but not enough to make up for the lost 
domestic sales, according to figures in the ICIS 
Supply/Demand database. 

“We are thinking that this might be a year when we 
do not see growth,” said a representative of a major 
US producer. “We may be happy to have flat sales 
this year.”

US production is expected to remain steady, with 
fully one-third of US output going to global markets. 
US production rebounded in May, a sign that 
seasonal demand had finally arrived.

Trade tensions slow business
Trade tensions and buyer hesitance in Asia on the 
US-China trade war have slowed business to that 
region and slower economic growth in China is 
adding to the region’s buyer caution.

Latin America remains a relatively stable and 
bright spot with an outage by Braskem already 
lifting demand for US exports to the region.

Spot export prices have risen by $80/tonne FOB US 
Gulf since Braskem said it would have to reduce 
production rates at a plant in Maceio, Brazil.

The spurt in demand in the distressed region may be 

US PVC outlook tied to 
macroeconomic questions

temporary. The market appears to have settled 
somewhat now that those with immediate need of 
material secured supply.

In general, weighing on the market have been: a 
slowdown in economic growth in China, tariff 
threats and tariff fears, Brexit uncertainty, a 
stronger US dollar against many currencies in 
developing countries where US PVC sale growth has 
been strongest and environmental backlash against 
plastics is mostly non-existent.

Just to mention one more - lower oil prices have  
also reduced the competitive advantage US PVC 
producers enjoy from ethane feedstock. Cheaper  
oil makes production in Asia and Europe,  
where they use naphtha feedstock, more 
competitive.

Residential construction trends lower
April construction spending of $1,300bn is down 
slightly from March and down 1.2% from April 2018, 
according to data from the US Census. The 
residential construction subset, the type of 
construction that maximises use of PVC, has 
trended lower for the past year, with only small 
increases in July and December to interrupt the 
downward glide, according to the Census data.

Nearly 60% of US PVC demand comes from 
producers of construction materials and that 
demand is closely correlated to construction activity. 
Construction, in turn, is heavily influenced by macro-
economic factors.

June may also reveal further weakening - or not - in 
the US job market or for industrial growth.

“Every year, it is up or it is down,” said the first 
producer. “We have to accept it and do our best.” 

Major US PVC producers include Occidental Chemical, 
Westlake Chemical, Shintech and Formosa Plastics. n

the us polyvinyl 
chloride (PVc) 
market is expected 
to see steady and 
stable supply and 
stable to weaker 
demand for the 
second half of 2019 
as tariff tensions 
and macro-
economic trends 
pose potential 
headwinds for the 
global market
By Bill Bowen

“We are 
thinking that 
this might be 
a year when 
we do not 
see growth”
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The majority of new production will come from China, 
where Hengli Petrochemical has already achieved 
on-spec benzene production at its new refinery in 
Dalian as of April.

The plant has a nameplate capacity of 970,000 
tonnes/year and is expected to produce 
approximately 845,000 tonnes of benzene this  
year, according to ICIS Supply & Demand.

The company’s aromatics plants are running stably 
now, producing over 70,000 tonnes/month of benzene. 
All of this is slated for the merchant market, as the 
plant’s 720,000 tonne/year downstream styrene unit 
may not start up in 2019.

The startup of Zhejiang Petrochemical’s aromatics 
plants in east China as early as later this year is also 
expected to exacerbate the growing global supply glut, 
even though most of the plant’s benzene output will 
be reserved for captive use to feed its new 1.20m 
tonne/year styrene and 400,000/250,000 tonne/year 
phenol/acetone plants.

Trade tensions impact supply situation
Ongoing trade tensions between the US and China 
have exacerbated the supply situation, as Chinese 
domestic port inventories have grown to near-record 
levels amid an uncertain trade outcome and bearish 

US benzene supply to remain ample in 
H2 on increasing Asia production
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us benzene 
supply is 
expected to 
remain ample in 
the second half 
of the year on 
increasing 
production in 
Asia, owing to the 
steady 
backwardation 
between current- 
and forward-
month benzene 
prices
By lucas Hall
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demand stemming from a heavy downstream 
turnaround schedule.

Excess capacity in South Korea is thus being heavily 
imported to the US amid weak demand in the key 
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US SPOT PX-TOLUENE SPREAD
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China market, flooding the domestic market despite 
ample supply in the region.

Ample US supply extended into 2019 from 2018 amid 
a heavy styrene turnaround schedule last year through 
April of this year.

Demand stabilising 
Although demand has stabilised with every major 
styrene producer running at full capacity, steady 
imports and increasing benzene production as a 
byproduct of gasoline production continue to outweigh 
any production lost from reduced operating rates for 
on-purpose selective-toluene disproportionation 
(STDP) and toluene disproportionation (TDP).

STDP operating rates may increase once demand for 
paraxylene (PX) rises amid increased demand from the 
downstream polyethylene terephthalate (PET) sector in 
the warmer months ahead, when consumption 
increases for bottled drinks, increasing benzene 
production as a byproduct of increased PX demand.

US PX-toluene spread
The following widget shows how justifiable toluene 
consumption is for on-purpose benzene and PX 
production via STDP.

STDP operating rates had been decreasing amid 
lower margins and weaker demand for PX stemming 
from a downtrend in prices in the second quarter, on 
the back of new capacity and lower values in Asia.

The narrow spread is likely to discourage STDP 
operations in the short term until PX demand 
improves in the coming months.

In the meantime, supply is expected to remain ample 
and demand steady, with liquidity being driven by 
the sale of South Korean imports and prices primarily 
being driven by energy prices versus supply and 
demand factors in the domestic market. n

Source: ICIS
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But unless derivative demand improves, US styrene 
is likely to continue to face downward pressure as 
the market is currently in a situation where supply 
and demand fundamentals are outweighing raw 
material costs.

 About two-thirds of styrene demand comes from 
polystyrene (PS) and expandable polystyrene (EPS).

Demand for US PS, which is typically strongest at  
the beginning of the second quarter when the  
need for downstream products rises as 
temperatures warm, was slowed by a delayed end  
to winter.

Market participants have said that even as the weather 
improved, demand did not increase in line with 
expectations.

Demand for EPS has also been lacklustre, but has 
been gradually improving.

The immediate impact from the surge in 
benzene spot prices, which was caused by 
tight prompt supply brought on by 
delayed imports, low refinery operating 
rates and poor economics for toluene-
to-benzene production, is that some 
US styrene producers reduced 
operating rates.

A producer said that with benzene 
spot prices above $3, it was less 
economical, and that the tight supply 
made it difficult to ensure a plant 
would have the required feedstock.

“There is no benzene out there to be had. 
Everybody is in the same boat,” the source said.

US styrene likely to remain pressured by 
long supply, weak derivative demand

The reduced rates have yet to impact styrene supply.

Styrene supply, which tightened in the first quarter and 
into the second quarter because of planned 
turnarounds by two major producers, has lengthened 
since April as all North American plants are running.

Ample supply pressures values lower
While the long supply has contributed to a rise in 
exports, it has weighed on domestic values.

May styrene contracts settled lower, falling by 2 
cents/lb ($44/tonne) tracking falling spot prices, 
which have been pressured by long supply and soft 
derivative demand. US styrene contracts settle a 
month in arrears.

Contract prices have fallen by almost 13% from their 
recent high in September of last year. They are 7% 
higher than the recent low in January.

A market source said it sees downward pressure for 
contracts, with values flat to slightly lower.

Positive sentiment in the styrene markets 
emerged as the presidents of China and 
the US agreed to meet during the 
upcoming G-20 Summit in Japan.

Styrene is a chemical used to make 
latex and polystyrene resins, which  
in turn are used to make plastic 
packaging, disposable cups and 
insulation.

North American styrene producers include 
AmSty, INEOS Styrolution, LyondellBasell 

Chemical, Pemex, Shell Chemicals Canada, 
Total Petrochemicals and Westlake Styrene. n
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upstream benzene 
prices spiked in the 
second quarter of 
2019, which would 
typically be a 
leading indicator for 
us styrene values
By Adam yanelli

“There is no benzene out 
there to be had. Everybody 

is in the same boat” 
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Phenol supply remains snug following several 
production limitations earlier in the year, including 
some recent issues due to cumene feedstock 
shipments.

Producer Altivia in early May lifted a force majeure that 
had been in place due to logistical issues in receiving 
feedstock cumene and shipping orders amid high 
water in the Ohio river.

Producer AdvanSix remains in force majeure at its 
Pennsylvania facility that stemmed from difficulty 
receiving cumene feedstock from the US Gulf 
Coast. The producer said it expects an increase  
in cumene costs following a fire at the nearby 
Philadelphia Energy Solutions refinery, one of 
several cumene suppliers to AdvanSix.

While phenol supplies have improved since Altivia 
lifted its force majeure and since earlier issues have 
resolved, the market remains snug and 
little material is available for spot material 
and exports.

Acetone adds pressure
Additional upward pressure is coming from 
co-product acetone, which is oversupplied 
due to production issues in its largest 
downstream outlet.

US phenol faces mixed pressures from 
supply, costs in second half of year

US phenol vS benzene contract priceS

n  phenol Del USG contract price assessment contract Month 
contract Survey Monthly (Mid) 

n benzene [price 1: Mid] Monthly
n  phenol Del USG contract price assessment contract Month 

contract Survey Monthly - benzene [price 1: Mid] Monthly (Mid) 
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the us phenol 
market continues 
to face pressure 
from tight supply, 
but a weakening 
outlook for 
feedstock benzene 
may be a 
moderating 
influence in the 
second half of the 
year
By Jessie Waldheim

The tight phenol supply and 
additional margin pressure from 
acetone has pressured phenol prices 
higher in relation to benzene in the 
last year

The tight phenol supply and additional margin 
pressure from acetone has pressured phenol 
prices higher in relation to benzene in the last 
year. US phenol contracts are typically worked  
on a feedstock benzene-plus-an-adder basis, 
whereas the costs of co-feedstock refinery  
grade propylene (RGP) go into co-product 
acetone.

Phenol contract adders have risen by about 8 cents/
lb over the past year.

Benzene supplies tight
Rising adder values do not necessarily mean rising 
phenol prices. The outlook for benzene costs in the 
second half of the year is for increasing supply which 
should keep downward pressure on costs for the 
feedstock.

US benzene supply is tight, which is driving a spike in 
spot prices. Over the longer term, domestic 
production is expected to increase due to improved 
economics for on-purpose production and rising 
refinery operating rates and imports are expected to 
increase due to increasing production in Asia.

Phenol is used in the preparation of resins, dyes, 
explosives, lubricants, pesticides and plastics.

Major US phenol producers are INEOS Phenol, Altivia, 
AdvanSix, Shell Chemicals, SABIC and Olin. n

Phenol contract 
adders have risen 
by about 8 cents/lb 
over the past year
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For now, the US acetone market remains under 
pressure from lengthy supply.

Five countries=largest acetone imports
The ADD investigation was initiated against 
imports from six countries. In April, the US 
International Trade Commission continued the 
processagainst imports from Belgium, South 
Korea, Singapore, South Africa and Spain. The 
investigation against imports from Saudi Arabia 
was terminated.

In late July, the US Department of Commerce will 
make a preliminary determination if there is 
dumping, and if so, will impose cash deposits for 
imports from these countries. A final 
determination is expected in October.

Some market participants expect imports from 
these countries will decline due to the possibility of 
cash deposits and duties.

The five countries are the largest source for US 
acetone imports.  No significant decline in import 
levels has been seen in data  through April.

ADD investigation may limit US acetone 
imports in second half of year

US acetone imports
“I think May imports are going to be very low. I expect 
very little material from the countries involved in the 
ADD investigation,” a market source said.

While imports could come from other countries, it 
will take time to build those relationships and will 
likely mean additional cost in logistics.

“It would already be coming from these origins if it was 
cost effective,” another market source said.

The US acetone market is structurally short, with nearly 
100,000 tonnes/year more consumption than 
production in 2018, according to ICIS Supply and 
Demand Database figures.

US acetone iMportS

Source: iciS Supply and Demand
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An antidumping 
duty (Add) 
investigation may 
limit us acetone 
imports and add 
upward pressure, 
but that pressure 
may be offset by 
high inventories 
and falling costs in 
the second half of 
the year
By Jessie Waldheim

Acetone remains 
readily available in the 
US amid lengthy 
supply, which may 
offset a short-term 
decline in import levels.



AmericAs mid-yeAr outlook
U

S 
CT

S/
lb

n  acetone Del USG contract price 
assessment Domestic truck contract 
Month contract Survey Monthly (Mid) 

n  acetone MMa Del US contract price 
assessment barges contract Month 
contract Survey Monthly (Mid)

Source: iciS
20

30

40

50

60

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

Acetone remains readily available in the US amid 
lengthy supply, which may offset a short-term decline 
in import levels.

MMA – a factor to watch
The length is largely attributed to production issues at 
several downstream methyl methacrylate (MMA) 
plants. MMA is acetone’s largest outlet.

While the restart will increase acetone consumption 
into MMA, the sector continues to face headwinds due 
to limited co-feedstock acetone cyanohydrin (ACH) and 
due to a sluggish downstream automotive industry.

Costs also may add downward pressure to the 
acetone market.

While acetone truck and rail prices are influenced by 
supply and demand factors, barge prices tend to follow 
costs for feedstock refinery-grade propylene (RGP).

Propylene inventories remain near record levels and 
production is expected to remain strong in the 
second half of the year, which could keep RGP costs 
flat to weaker.

US Gulf acetone barge, truck/rail prices
Acetone can be used in solvent applications and in 
the manufacture of chemicals for the coatings, 
plastics, construction and automotive industries.

Major US acetone producers are INEOS Phenol, Altivia, 
AdvanSix, Shell Chemicals, SABIC and Olin. n

Propylene inventories remain near 
record levels and production is 
expected to remain strong in the 
second half of the year.

The MMA sector, acetone’s 
largest outlet, continues to 
face headwinds due to a 

sluggish downstream 
automotive industry 
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After more than a year of flat pricing on soft 
demand and customers largely drawing from their 
TiO2 stockpiles during the first half of 2019, some 
balance appears to be returning to the market.

Although delivery lead times continue to be generally 
at or just below parity with 60-day inventories, 
domestic TiO2 production rates were heard 
moderately lower amid steady but still-tepid demand.

Some upward price pressure is also expected from 
rising upstream ilmenite ore costs.

But the typically strongest second-quarter US spring 
paint and coatings season ended on a softer-than-
expected note, with supply balanced to ample.

Weather dampens demand
Among factors that may limit typical summer 
downstream architectural coatings demand are a wet 
summer forecast and ongoing economic headwinds.

According to the National Oceanic and Atmospheric 
Administration (NOAA), this summer will be warm 
and wet, with the east and west coasts likely to see 
above-normal temperatures while most of the US 
may see above-average rainfall.

Automotive sales are still in a slump in the major 
regions of the world as faltering economic growth in 
many countries and nervousness about the 
US-China trade war are broadly affecting sentiment.

End-of-year destocking to weaken pricing
Beyond that, demand and pricing often begin to 
flatten or weaken late in the fourth quarter on 
seasonal holidays and destocking.

North America TiO2 facing more 
headwinds than tailwinds in H2 2019

TiO2 demand typically tracks US GDP, which  
may be limited this year by weak construction  
and automotive markets.

TiO2 demand is particularly reactive to general 
economic conditions. The International Monetary 
Fund (IMF) has predicted that the US GDP growth 
rate will be 2.3% in 2019, down from 2.9% in 2018.

The TiO2 market has seen little or no pricing  
effect from tariffs on product from China  
because incoming volumes are historically small.  
If tariffs are removed, an influx of cheaper China 
imports also would exert downward pressure on  
US pricing.

The North America Q2 TiO2 rollover held domestic 
contracts in a range of $1.59-1.67/lb ($3,506-3,682/
tonne), as assessed by ICIS.

TiO2 is a white-powder pigment used in products  
such as paints, coatings, plastics, paper, inks, fibres, 
food and cosmetics.

Major US TiO2 suppliers include Chemours, INEOS, 
Kronos, Tronox and Venator. n

Persistent economic 
and weather-
related headwinds 
will keep North 
American titanium 
dioxide (tio2) 
market sentiment 
unseasonably soft 
during Q3 2019 and 
beyond, but some 
factors point to 
moderate 
improvement
By larry terry
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TiO2 demand is 

particularly reactive to 
general economic 

conditions. The 
International Monetary 

Fund (IMF) has 
predicted that the US 
GDP growth rate will 

be 2.3% in 2019, down 
from 2.9% in 2018

TiO2 demand typically 
tracks US GDP, which 
may be limited this year 
by weak construction and 
automotive markets
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Smart insights to accelerate your business

Petrochemical Analytics Tools 

Powered by the latest verified data on supply and consumption disruptions, in addition to margins and netback 
comparisons, our analytics tools will enable you to spot and validate valuable opportunities in minutes, in an easy-
to-read format.

Be ready to move as fast as your markets with new interactive analytics tools from ICIS.

Our analytics tools are used by our customers to shape future strategy, minimise risk and 
maintain a competitive advantage.

FIND OUT MORE  >

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

Save time gathering data with 24/7 intelligence on plant 
shutdowns, provided by over 180 global editors.

NEW
FOR

2019

Margin Analytics
Benchmark your variable margins to drive performance.

Get a clearer view of volatile markets with the latest variable costs 
and margin data - all in one interactive visual.

With comprehensive data for variable margins by feedstock and  
location, supported by ICIS expert insight, you can easily  
benchmark your performance against the rest of the market.

NEW
FOR

2019

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.

Our clear visualisation of net price differences between 
regions and countries helps prioritise your sales or sourcing 
opportunities, justify your pricing strategy and assess 
competitive threats from other regions.

NEW
FOR

2019

https://www.icis.com/explore/services/analytics/petrochemicals-analytics/?intcmp=mega-menu-explore-services-analytics-petrochemicals-analytics/?cmpid=ILC|CHEM|CHCOM-2019-07-US+LTAM-chcom_usmidyearoutlook072019&sfid=7012X000000gBTQ
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Help & Support 

clientsuccess@icis.com   |   www.icis.com

THE AMERICAS 
Tel. +1 713525 2613 
Toll Free: +1 888 525 3255 - US and Canada only

EUROPE, AFRICA AND MIDDLE EAST 
Tel. +44 2086523335

ASIA PACIFIC AND OCEANIA 
Tel. +65 6588 3955

Live Disruptions Tracker: Supply View
New for 2019: Now with alerting feature 

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

Pre-empt competition and capitalise on trades impacted by 
outages with this interactive, customisable view.

Quarterly Supply and Demand Outlooks
This visual tool enables you to easily understand the global 
supply and demand outlook for key value chains and regions.

Support your short-term strategy and expand your  
opportunities in international trade with outlooks covering seven 
key commodity chains.

Price Drivers Analytics
At a glance market drivers analysis and actionable impact 
commentary.

Diagnostic analytics are available to help you monitor competition 
outside of your country and region in order to maximise your 
margin potential and optimise sales opportunities.

Widgets include: import parity, arbitrage/netbacks, substitution 
trends and feedstock and downstream trends.

Pricing Data and Market Intelligence
ICIS data provide independent, objective and trusted intelligence for the global petrochemical 
market. 

Benchmark your position with ICIS data, covering more than 180 commodities in all major 
trading regions. 

To view our full market coverage, please visit www.icis.com/market-coverage

FIND OUT MORE AND REQUST A DEMO  >

https://www.icis.com/explore/enquiry-petrochemicals-analytics-tools/?cmpid=ILC|CHEM|CHCOM-2019-07-US+LTAM-chcom_usmidyearoutlook072019&sfid=7012X000000gBTQ



