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insigHt
HOW WILL THE US BASE OILS mArkETS grAppLE WITH OvErSUppLy?

US Group II base oil export prices have been under 
greater pressure than domestic prices as the market 
grapples with oversupply against tepid demand.

Demand for paraffinic base oils from the finished 
lubricants sector has been steady but soft this year, 
leaving the domestic market balanced to long despite a 
reduction in output from refiners.

US lubricant production was down by 13.3% year 
on year through August, according to the latest data 
from the US Energy Information Administration (EIA), 
following a drop in the production of paraffinics.

Producers have looked to manage length through the 
export markets, and prices are competitive globally.

ICIS’ Group II 200/220 export prices have declined by  
14 cents/gal since August.

Domestic market spreads have remained fairly  
steady. There has been no posted price change since 

the spring.

Rather, some larger buyers are taking discounts, but 
prices are largely stable.

“Domestic prices are not pressured as much; there  
are not big discounts like in export markets,” a  
source said.

Temporary spikes in crude futures prompted two 
separate posted-price increases - one in July by  
Chevron and another in September by ExxonMobil -  
that ultimately did not find support as futures quickly 
retreated while the base oil markets remained 
fundamentally long.

Buyers began to anticipate a reduction in posted-
price levels in the summer as the market lengthened. 
However, a reduction has not materialised - largely  
due to volatility in crude prices - which has kept  
market players in wait-and-see mode, as well as putting 
margins under pressure.
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US GROUP II EXPORT PRICES
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Group I base oil markets are more balanced as both 
HollyFrontier and Calumet are undergoing planned 
turnarounds during the fourth quarter.

Calumet’s first phase has wrapped up and a second 
phase for light viscosity paraffinics is slated for early 
December.

The market is sufficiently supplied despite the 
turnarounds. The maintenances were planned for. 
Domestic contract customers are well covered.

Overall, the paraffinic market is long despite lower 
production compared with 2018.

Base oils are used to produce finished lubes and 
greases for automobiles and other machinery.


