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Global automotive outlook

With no end in sight to the uS-China trade 
war, and other factors such as Brexit hitting 
consumer sentiment, sales of big-ticket items 
like automobiles are falling as people 
hesitate before making purchases. Figures 
for July show a worsening year-on-year 
situation compared with June in all main 
markets including China.

in China, the world’s largest car market, July 
sales fell year-on-year by 4.2%, and collapsed 
by 12% from the June figure. This is despite 
the fact that companies  have resorted to 
steep discounting which means many are 
selling vehicles at a loss.

this is unsustainable and has caused a 
liquidity crisis for manufacturers, many of 
whom are selling shares to finance 
operations.

early implementation of tougher “stage 6” 

Global automotive sector continues  
to shrink, hitting chemicals profits

emissions standards in some Chinese cities 
is forcing retailers to offload older “stage 5” 
stock in a hurry.

China’s economic growth slowed to a 28-year 
low of 6.2% in the second quarter of 2019.

although China is now the world’s largest car 
market, its per capita car ownership remains 
a small 0.14, far below 0.79 in the uS and 
0.59 in Japan, highlighting the huge long-
term potential.

china vehicle sales (million units)

Percentage fall of China’s 
car sales in July 

4.2%

The global automotive sector continues to shrink 
and act as a brake on demand for chemicals across 
most regions, leading to industry warnings of lower 
2019 profitability. By Will Beacham

Ja
n

 2
01

8

Fe
B 

20
18

M
aR

 2
01

8

aP
R 

20
18

M
aY

 2
01

8

JU
n

 2
01

8

2.
37

2.
81

1.
48

2.
52

1.
98

1.
91

2.
06

Ja
n

 2
01

9

Fe
B 

20
19

M
aR

 2
01

9

aP
R 

20
19

M
aY

 2
01

9

JU
n

 2
01

9

1.
72

2.
66

2.
32

2.
29

2.
27

China’s economic 
growth slowed to a 
28-year low of 6.2% 

in the second 
quarter of 2019.
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Global automotive outlook

new passenger registrations in the  eu

INDIA COLLAPSE ACCELERATES
india’s vehicle market has been in decline 
since the end of 2018. For July this decline 
continued with an 11.0% fall in production 
(-13% in June) and 18.7% collapse in sales 
(12.3% in June).

India’s car market has been badly affected 
by a squeeze on liquidity. the non-bank or 
“shadow” finance sector was hit by a default 
in 2018, shrinking availability of credit for 
vehicle purchases into 2019.

Weak demand from the automotive sector 
has continued to pull down the markets iCiS 

reports on. automotive is one of the most 
important downstream markets for many 
chemicals and polymers.

in the seven days to 19 July alone iCiS 
reported on poor automotive demand for 
markets including europe styrene 
acrylonitrile (SaN), China polypropylene 
(PP), uS glycol ethers , europe adipic acid , 
uS methyl methacrylate (mma) and 
polymethyl methacrylate (Pmma)  , europe 
toluene diisocyanate (tdi) , asia base oils , 
uS butanediol (Bdo) , uS epoxy resins, asia 
epoxy resins, and North america titanium 
dioxide (ti02) .

EUROPE SWITCHES TO DECLINE
registrations of passenger cars in the eu fell 
by 7.8% in June year on year, following signs 
of recovery in may when they rose 0.1%. 
this contributed to an overall decline in 
passenger car registrations of 3.1% for the 
first half of 2019.

the european automobile manufacturers 
association also reversed its 2019 growth 
forecast from positive growth of 1% to a -1% 
decline.

indian automobile manufacture (julY 2019)

Percentage fall of 
passenger registrations in 
the eU (June, year-on-year)
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Global automotive outlook

Drop in US sales of 
light vehicles Jan to July 

compared to 2018

1.5% China’s economic growth slowed to 
a 28-year low of 6.2% in the second 

quarter of 2019.

US IN CONTRACTION
although unadjusted uS July sales of new light 
vehicles edged up by 2.1% year-on-year, they 
were down compared to June.” and for January to 
July  sales were down 1.5% compared to the 
previous year.

us new light vehicle sales

n light trucks - domestic   n light trucks - foreign   n autos - domestics   n autos - foreign

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2

2017 2018 2019

source: us bureau of economic analysis
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Global automotive outlook

FINANCIAL RESULTS HIT
Poor automotive markets have hit chemical company financial results 
too. as the second quarter earnings season gets underway there have 
already been full year profit warnings from BASF, the world’s largest 
chemical company and Brenntag, the world’s largest distributor.

BaSF highlighted the automotive sector in particular, which declined 
6% globally in the first half of 2019 and by 13% in China. Analysts 
estimate BaSF’s exposure to automotive at around 20% of sales.

additional reporting by Joseph Chang, Fanny 
Zhang, Stephanie Wix, dora Xue, larry terry, 
Peter Gerrard, alex Snodgrass, Fergus 
Jensen, morgan Condon, Whitney Shi, Jessie 
Waldheim, tarun raizada, ai teng lim and 
Nurluqman Suratman.

looking to the third quarter, PPG expects global automotive 
demand to remain soft in most regions, with greater volatility 
expected in China.

Many chemical companies have based their full year profit forecasts 
on an improvement in the second half of the year. With the 
automotive sector in trouble, and economic growth stalling, we can 
expect to see more industry profit warnings.

Brenntag experienced a noticeable slowdown in demand in June 
and it expects to see a continued difficult macroeconomic 
environment for the rest of the year.

uS coatings group PPG reported that overall automotive original 
equipment manufacturer (oem) coatings volumes fell in the high 
single-digit percentage range year-over-year in the second quarter, 
with notable weakness in China and europe.

fall in PPG Q2 sales as 
automotive slowdown 

hit business

3%

decrease in Brenntag Q2 
sales (constant currency) 

as average sales prices fell

-1.2%

First half 2019 
decline in China 
automotive sales

13%



Global automotive outlook

H2 2019 automotive outlook 
for some key chemical products  
PP
Polypropylene (PP) is the largest volume plastic used 
in car manufacturing. It can account for up to 30-35% 
or more of the total plastics used by weight, 
depending on the type of vehicle. 

It finds applications both in exteriors and interiors, 
including bumpers, tanks and cans, cable insulation, 
battery boxes, carpets/fibres. Advantages include 
easy forming, relatively cheap price and temperature 
resistance. 

according to iCiS analytics, applications in the wider 
transportation sector – also including automotive 
– account for less than 6.5% of total PP consumption 
globally, with europe showing the highest at a 
regional level with around 9.5%,

in 2018, weakness of the car industry in many key-
markets such as China and western europe, resulted 
in negative annual consumption rate for PP in the 
transportation sector, estimated at minus 0.5% 
globally.

Positive but limited growth is anticipated in 2019, but 
recovering later to higher rates. in particular, the 
automotive sector is expected to consume larger PP 
volumes in south and southeast asia (india and 
malaysia). 

PE
two types of polyethylene (Pe) are used in the 
automotive sector: low density polyethylene (ldPe) 
and high density polyethylene (HDPE). The specific 
application of these polymers in vehicles depends on 
the characteristic of the material: HdPe exhibits 
better toughness and stiffness while the key 
advantage of LDPE is its flexibility. 

indeed HdPe, the largest used Pe in car 
manufacturing, in many cases is combined with other 
thermoplastic materials, and is used for the 
construction of batteries, interior linings, bumpers, 
seats, inner storage compartments and trims. the 
main application of HdPe is the manufacture of fuel 
tanks and other reservoir systems, where the use of 
HdPe reduces car weight. moreover, HdPe used in 
vehicles may come from recycled plastic, adding 
additional value to its application in this period of 
high attention to the circular economy. HdPe 
represents a 10% share of all automotive plastics.

LDPE, which is the most flexible PE, is mainly applied 
for cable insulation (where both ldPe and HdPe are 
used) but the automotive industry is less important 
for ldPe then HdPe. in fact, the weakness of the car 
industry during last year had a more tangible effect 
on the annual consumption rate of HdPe, especially 
in europe.

the long-term outlook for Pe demand remains 
positive, considering two aspects: First, the 
continuous efforts made by the automotive 
industries to reduce the weight of the vehicles 
substituting steel, aluminium and other heavier 
materials with plastics. the second aspect is the 
expansion of the automotive sector in developing 
countries, which will bring higher plastic (and Pe) 
demand for the mentioned applications in the mid-
long term.Worldwide PP consumption in 

the transportation sector 
including automotive

6.5%

by Fabrizio Galie, lorenzo meazza, valentina Cherubin, rhian o’Connor, rob Peacock and ann Sun



americas miD-year outlook

Nylon 
the automotive sector is the main downstream 
industry in the nylon chain.

Northeast asia is the largest region for nylon 
consumption, responsible for just under half of global 
demand. China is the largest nylon consumer within 
the region. We forecast Chinese consumption growth 
at around 4%/year in the period 2018-2025. In the 
rest of the world, the major increases are expected in 
the emerging countries of europe (Czech rep. and 
Poland), middle east (iran and Saudi arabia) and asia-
Pacific (India, Indonesia, Philippines and Vietnam).

Nylon supply remains ample and demand is 
particularly weak. downstream buying interest 
remains low for nylon 6 including food packaging, 
textiles, electronic applications and especially the 
automotive sector. as a result of this imbalance some 
production rates have been reduced in recent 
months.

ABS
acrylonitrile-butadiene-styrene (aBS) was historically 
one of the fastest growing of the styrenics plastics, 
with great growth into automotive and electronic 
applications. From 2019, this growth has slowed 
substantially, with the slowdown in manufacturing. 
Future growth will be good but should again be 
cyclical, dependent on strong manufacturing end-
markets. one key near-term expected trend is the 
switch in end-markets from China to other parts of 
asia – particularly southeast asia.

the fastest growth application is automotive and we 
believe this will continue to grow well, as light-weighting 
remains crucial with the development of electric and 
autonomous vehicles. automotive has already risen to 
14% of global consumption in 2018 from 12% in 2010 
and we forecast it to hit 15% by 2025.

Supply growth has lagged demand growth for years, 
as market participants underinvested after the last 
down cycle. From 2018 onwards, this gap will close 
and from 2022-23 we see a new wave of supply.

Polyols
Polyether polyols are experiencing rapid demand 
growth, especially in emerging markets as urbanisation 
and development push the use of automotive, 
furnishings and insulation and demand for 
polyurethane foams used in these areas.

Supply is extremely fragmented compared with the 
other main polyurethane chemicals - methylene 
diphenyl diisocyanate (mdi) and toluene di-isocyanate 
(tdi) - with small facilities in many countries. in China 
particularly overbuild has led to low operating rates. We 
expect better supply discipline, coupled with healthy 
growth rates in the future to improve global operating 
rates.

SBR
Styrene butadiene rubber (SBr) is mainly used to make 
tyres, which represent about 76% of SBr demand. there 
are two major types of SBr, with a trend towards more 
use of solution SBr (S-SBr) for higher performance by 
providing improved grip on wet roads and a reduced 
rolling resistance compared with emulsion SBr (e-SBr). 
it also complies with stricter tyre labelling initiatives.  
demand for SBr is highly dependent on the automotive 
sector, and demand for tyres has been relatively flat, 
except in the premium segment. many tyre makers in 
the uS and the eu have chosen to focus on higher-end 
products made from S-SBr, while ceding the low end 
eSBr market to cheaper asian imports. 

Global consumption of SBr is forecast to grow with a 
CAGR of 2.3% over the period of 2019 to 2025, 
compared with 0.8% witnessed in the seven years 
preceding 2018. the future demand for SBr will depend 
on the relative price of natural rubber (Nr) versus SBr. 
We forecast a tighter Nr supply and demand balance 
and expected abundant butadiene supply push down 
SBr prices. this could stimulate demand, even though 
the global auto market is cooling.

upcoming investments are mainly focused on S-SBr. 
only one e-SBr project is under construction in iran.  
New plants are mostly in asia. there are also some 
investments in europe, middle east and africa.

Forecast global consumption of 
aBS for automotive by 2025

15%



smart insights to accelerate your business

keep track of the petrochemical markets 
impacting the automotive supply chain 
virtually every component in a light vehicle features petrochemicals. With global 
petrochemicals markets facing unprecedented levels of disruption, having the right tools and 
insight to navigate these obstacles and spot opportunities has never been more critical.

Petrochemicals analytics solutions 
be ready to move as fast as your markets with our 
interactive analytics tools. 

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

request a Demo  >

supply and Demand Database 
monitor supply/demand imbalances over the long 
run that can push up prices of your key markets.

icis supply and Demand Database enables you 
to gain a mid- to long-term view of key automotive 
chemical markets.

request a Demo  >

Pricing intelligence 
Get access to weekly/daily and historical prices 
for the key automotive chemicals

access accurate pricing data for contract price 
settlements: Have a reliable benchmark pricing 
intelligence for all key automotive chemicals traded 
regionally or globally, including PP, Pe, aBS, SBr, 
Polyester, Pmma and many others

request a free samPle  >

Price forecast reports 
access the forecast prices for automotive chemicals 
such as Pe and PP for the next 12 months

icis Price forecast reports support your short 
to medium term decision by providing a concise 
monthly outlook of prices, margins, capacity, 
supply and demand for the next 12 months – all in 
a single report.

request a samPle rePort  >

https://www.icis.com/explore/contact/enquire-automotive/?cmpid=ILC|CHEM|CHCOM-2019-08-Auto-midyearoutlook_analyticsads&sfid=7012X000000gHFT
https://www.icis.com/explore/contact/enquire-automotive/?cmpid=ILC|CHEM|CHCOM-2019-08-Auto-midyearoutlook_sddatabase&sfid=7012X000000gHJ1
https://www.icis.com/explore/contact/enquire-automotive/?cmpid=ILC|CHEM|CHCOM-2019-08-Auto-midyearoutlook_pricingdata&sfid=7012X000000gHIw
https://www.icis.com/explore/contact/enquire-automotive/?cmpid=ILC|CHEM|CHCOM-2019-08-Auto-midyearoutlook_forecasts&sfid=7012X000000gHJ6

