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After an eventful 2019 featuring a global 
manufacturing downturn, major supply 
disruptions in chemicals and energy, 
government policy changes, increased 
momentum in plastics recycling, and both 
escalation and de-escalation in the US-
China trade war, 2020 will be a pivotal year 
for the global petrochemical sector.
The overall manufacturing outlook remains 
challenging, but a phase one US-China 
trade deal and the start of a de-escalation 
in trade tensions between the world’s No 1 
and No 2 economies could boost 
confidence, trade flows and investment.
The global petrochemical sector is also 
grappling with overcapacity in key areas 
such as ethylene and derivatives - 
polyethylene (PE) in particular. See the 
ICIS outlook for key product chains amid 
the challenging but stabilising 
macroeconomic backdrop.
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Refinery rates have remained healthy as refiners 
prepare for the 2020 International Maritime 
Organisation (IMO) regulations on bunker fuels, 
which will require ship operators to shift to fuels with 
lower sulphur content.

This has increased benzene supply as a byproduct of 
increased gasoline production. Refineries account for 
around 60% of US benzene production.

Steam crackers are another key source of benzene 
production, accounting for around 20% of total US 
production. The US is in the midst of building a large 
wave of new steam crackers, which are mostly 
designed to use light feedstocks such as ethane.

Using light feedstocks causes a significant 
drop-off in benzene and other aromatics 
co-produced per unit of ethylene. 

Benzene production will nevertheless 
expand with the large volume of new 
ethylene capacity coming online.

Imports from Asia will also continue to impact the US 
market, despite the arbitrage window from South 
Korea to the US being closed, as supply from new 
units weighs on the region.

As supply outweighs demand, what 
pressure will US benzene face?

US benzene will 
likely face pressure 
in 2020 due to 
length in supply and 
slow downstream 
demand.
By Tarun Raizada

South Korea exported 842,732 tonnes of benzene to 
the US during January-November 2019, compared to 
607,355 tonnes during the same time period in 2018, 
according to the ICIS Supply and Demand Database. 

Asian imports into the US could ease if aromatics 
production is curtailed in the region, as an increase 
in benzene capacity is expected to outweigh 
derivative demand.
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60%
Refineries 
account for 
around 60%  
of US benzene 
production

“There may be some seasonal 
restocking in early 2020, but this 
could have a more limited effect” 
Rob Peacock, ICIS aromatics analyst
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Key impacts to the US benzene market
• 2020 IMO regulations
• New wave of steam crackers
• Imports from Asia
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Meanwhile, the low season and a global economic 
slowdown has hurt domestic demand for 
downstream products.

“The US-China trade dispute and generally weak 
expectations in many downstream markets are 
likely to weigh on market sentiment into 2020. 

have notably exerted downward pressure on US 
benzene, with production from toluene 
disproportionation (TDP) units constrained due to 
weak margins.

TDP units convert toluene into benzene and mixed 
xylenes (MX). Selective toluene disproportionation 
(STDP) units convert toluene into benzene and a 
paraxylene-rich stream of MX.

Higher benzene prices and lower toluene prices 
should improve margins for on-purpose benzene. 
Benzene has faced pressure from firm crude values, 
while toluene supply has lengthened as demand from 
the gasoline blending sector is lower after the end of 
the peak driving season. 

Benzene is used to produce a number of 
intermediates that are used to create polymers, 
solvents and detergents.

Major producers of US benzene include ExxonMobil, 
Marathon Petroleum, Shell, Flint Hills Resources, 
Chevron, CITGO, LyondellBasell, Valero and Total. n

There may be some seasonal restocking in early 
2020, but this could have a more limited effect than 
in the past couple of years due to ongoing length in 
the global markets,” according to Rob Peacock, ICIS 
aromatics analyst.

These bearish supply and demand fundamentals 

ICIS Supply & Demand 
Database
Stay vigilant of situations like this 
year’s outlook for benzene’s 
supply and demand imbalance.

Anticipate how global 
petrochemical markets will evolve 
and be ready to optimize 
opportunities in 2020.

ENHANCE YOUR STRATEGY HERE➔
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Prices in late 2019 were soft, with spot export 
prices at multi-year lows and domestic contracts at 
their lowest since June 2016.

US styrene prices tend to firm in the first quarter, 
as has occurred over the past three years, 
according to ICIS price history.

But it remains to be seen if that will be the case  
in 2020.

The US-China trade war is likely to continue 
weighing on sentiment, but economists expect the 
US economy to continue to expand, albeit at a 
slower rate than hoped for.

GDP growth will slow from 2.9% in 2018 to 2.3% 
this year and 1.8% in 2020, according to the latest 
economists’ survey by the National Association for 
Business Economics (NABE).

Supply tighter in 2020
Supply could tighten in the first quarter on 
planned turnarounds scheduled in 2020.

US producer AmSty will begin a planned 
30-day turnaround at the end of 
January, with one of its styrene lines 

Little optimism for 2020 as US styrene 
faces headwinds

As the US styrene 
market enters 2020 
with headwinds 
from a global 
manufacturing 
slowdown and 
persistently soft 
derivative demand, 
market participants 
are not optimistic 
for the coming year.
By Adam Yanelli
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down for two weeks and the other for 30 days.

The plant’s ethylbenzene (EB) unit will also be 
down for 30 days.

INEOS Styrolution is likely to have a turnaround at 
its 770,000 tonne/year 
plant at Bayport, Texas, 
in the first half of the 
year, although this has 
not been confirmed.

The company last 
conducted 
maintenance at the 
plant in the first 
quarter of 2018.

The combined 
capacity of the two 
plants is almost  
30% of total North 
American capacity, 
according to the  
ICIS Supply and 
Demand Database.

Demand softens
The US styrene market has been pressured by soft 
derivative demand, especially from polystyrene 
(PS), which is in its traditional slow period in the 
fourth quarter but has seen lacklustre demand for 
much of 2019.

Demand for PS and other industrial raw materials 
has also been pressured by a global manufacturing 
slowdown, which has lowered consumption rates.

US styrene exports surged in 2019 and are 

US styrene prices tend to firm 
in the first quarter, according  
to ICIS price history

Supply could 
tighten in the 
first quarter 
on planned 
turnarounds 
scheduled  
in 2020
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expected to continue in 2020.

For example, US October exports rose by 11% year 
on year and are up by 42% year to date.

Much of the material has found its way to Europe.

Exports to The Netherlands have more than 
doubled in 2019, with material shipped to the 
country at the second highest volume after 
Mexico. Exports to Belgium are almost nine times 
higher than in 2018.

Benzene length remains
Styrene takes most of its pricing direction from 
upstream benzene, which will likely face downward 
pressure in 2020 due to length in supply and slow 
downstream demand.

Refinery rates have remained healthy as  
refiners prepare for the impending 2020 
International Maritime Organisation 
(IMO) regulations on bunker fuels, which  
has increased benzene supply as a byproduct  
of increased gasoline production. Refineries 
account for around 60% of US benzene 
production.

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

GLOBAL OUTLOOK 2020 – AMERICAS

US styrene 
exports 
surged  
in 2019  
and are 

expected  
to continue 

in 2020
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Will increasing consumption bring 
balance back into the Acetone market? 

The US acetone 
market remained 
lengthy heading 
into 2020 despite 
lower import 
levels and lower 
production, but 
increasing 
consumption 
may bring the 
market into a 
more balanced 
position.
By Jessie Waldheim

“I think you’ll see some improvement, but it’s difficult to 
know when,” a market source said.

Barge acetone prices tend to follow costs from 
feedstock refinery-grade propylene (RGP), while truck 
acetone prices tend to follow supply and demand.

The outlook for RGP costs is soft as the feedstock is 
expected to remain amply-supplied amid strong 
refinery operating rates as new maritime fuel 
regulations begin in 2020. Low demand for key 
propylene derivative polypropylene (PP) also is likely 
to contribute to RGP length.

Supply and demand fundamentals remain soft, 
despite some support from lower import levels and 
lower production.

Import levels fall
Amid the progression of the antidumping duties 
(ADD) action, which involves top five acetone 
exporters to the US, progressed, monthly US acetone 
import levels fell sharply in May and again in June.

Monthly import levels have recovered since a low 
point in June, but remain below typical levels as 
shipments from the ADD countries declined. In 
September, there were no shipments from ADD 
countries.

The US will impose duties on acetone imports from 
Spain and Singapore following a determination of 
injury to the domestic market by the US International 
Trade Commission. 

Preliminary deposit rates have been set on imports 
from Belgium, South Africa and South Korea.

It’s down 
significantly, 
not just 5%
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MMA is the largest acetone 
derivative, accounting for more than a third 
of consumption in the US. Other acetone derivatives, 
like polycarbonate (PC), also are affected by the 
slowdown in the automotive sector.

Demand for key end-sectors in 2020 is expected  
to be similar to 2019 amid a bearish outlook for 
the global automotive sector. However, US 
demand for acetone demand may be improved  
as production and logistical issues had limited 
consumption in 2019.

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

ANTI-DUMPING DUTY RATES

28.17%
Belgium

45.85%
South Africa

7.67-47.70%
South Korea

66.42-
131.75%

Singapore

137.39-
171.81%

Spain

n  Final Deposit Rate
n  Preliminary Deposit Rate

Acetone production has been curtailed amid the 
ongoing oversupply and lower demand for 
co-product phenol. Phenol production in the third 
quarter fell from the prior quarter and the prior year. 
Current operating rates in the US are estimated at 
80-85% amid under performance automotive and 
construction end-sectors.

The automotive slowdown also is weighing on 
acetone consumption, as it is a key end-sector for 
derivative methyl methacrylate (MMA).

Outages in MMA also slowed acetone consumption 
in the US, as several plants were off line in early 
2010. A MMA plant in Beaumont, Texas, restarted in 
October after a months-long outage.

Later that month, another MMA plant 
began a turnaround which continued 
into late November.

back to contents ➔
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Late 2019 contracts followed a similarly steep 
decline for benzene contract prices, which fell 37 
cents/gal. US benzene remains under pressure as 
supply outweighs demand.

US phenol contract prices are formula based and 
set at benzene plus an adder, most of which are 
set on a quarterly or longer term basis.

Global demand to determine strength  
of US phenol

US phenol 
contract prices 
are under 
pressure from a 
well-supplied 
upstream 
benzene market 
and low demand, 
but lower 
production may 
keep the market 
balanced.
By Jessie Waldheim

Quarterly adders had climbed for several quarters 
into mid-2019 on good demand and production 
issues. However, quarterly adders rose only 
slightly in the third quarter and were steady in the 
fourth quarter as low demand eased a tight 
market into a more balanced position.

The spread of phenol prices to benzene costs 
increased sharply in the first half of 2019  
but became more steady in the second half of  
the year.

Phenol demand was weighed on by the 
automotive sector due to sluggish sales and the 
construction sector due to a weak peak season.

“Phenol demand has definitely not been strong,” a 
market source said.

Demand may remain a headwind into 2020, but a 
seasonal increase is expected early in the first 
quarter as downstream inventories are restocked 
following the year-end. The strength of the 
seasonal demand increase, which is led by the 
construction sector, will depend on global 
economic factors.

“I think we could see closer control of inventory 
given some global demand weakness,” another 
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market source said.

Despite the lower demand, the phenol market has 
been relatively balanced in the second half of 2019 
due to lower production.

Phenol production in the third 
quarter was down from the prior 
quarter and from the prior year. The 
decline was attributed to the lower 

phenol demand and to a continued 
oversupply for co-product acetone.

Market sources estimate the US has 
an overall phenol operating rate of 80-85% in  
late 2019.

Production may be further impacted by 
turnarounds in early 2020.

Shell has a phenol unit turnaround planned to 
start late in the first quarter. Another producer 
also may have a turnaround planned in 2020, but 
the timing is not yet confirmed.

This may not tighten supply, considering the 
market has remained balanced in late 2019 amid 

low operating rates and amid expectations that 
demand will remain low.

“If the industry is running at 80%, then it can 
manage that,” a market source said.

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

I think we could  
see closer control  
of inventory given 
some global 
demand weakness

80-85% 
Estimated overall phenol operating 
rate in the US in late 2019

PHENOL VS BENZENE PRICE SPREAD

Ce
nt

s/
lb

0

10

20

30

40

50

60

Nov-2019Oct-2019Sep-2019Aug-2019Jul-2019Jun-2019May-2019Apr-2019Mar-2019Feb-2019Jan-2019Dec-2018Nov-2018

n  Phenol DEL USG - US Benzene spread 
n  US Benzene Contract Price
n  Phenol DEL USG Contract Price

GLOBAL OUTLOOK 2020 – AMERICAS

Source: ICIS

back to contents ➔



Pigment demand from paint blenders typically picks 
up midway through or late in the first quarter. The 
US spring coatings season usually peaks after April 
as construction and repainting activity picks up, 
weather permitting.

With 90-day contract-price protection still applicable to 
most customers, the absence of price-increase 
initiatives in the final quarter of 2019 means traditional 
contract-price movement will not emerge until at least 
the second quarter of 2020.

Following that, upstream price pressure from supply-
constrained ilmenite and rutile ore, along with 
seasonally increasing pigment demand, could prompt 
Q2 increase efforts.

Prices were broadly flat in 2019, but edged up in the 
third quarter and rolled over again in the final quarter 
of the year, holding at $1.60-1.70/lb FD (free delivered), 
as assessed by ICIS.

Even if business does pick up, growth is not 
expected to be robust.

Projected 2020 volume growth averages 
2-3%, so far, with a similar percentage 
heard among paint makers and other 
TiO2 consumers.

After one of the wettest September-October periods on 
record, according to the US National Oceanic and 
Atmospheric Administration (NOAA), late-season 2019 
demand was all but quashed.

One paint maker suggested that would give rise to 
moderate demand growth.

“When September is dry, we usually see a bump in 
demand as people try to finish painting projects,” a paint 
maker said, “but it was wet in September and October, 
and people have just decided to wait until (2020).”

Additional pent-up buying interest is expected to stem 
from inclement weather earlier in the year and 
catastrophic fires in 2018 and 2019 that hit California 
especially hard.

The North 
America titanium 
dioxide (TiO2) 
market is 
expected to be 
stable in the first 
quarter of 2020, 
but demand 
pressure will gain 
momentum 
ahead of the 
spring paint and 
coatings season.
By Larry Terry

North American TiO2 demand will gain 
momentum slowly on seasonal factors

While there were fewer wildfires in 2019 than in 2018, 
Northern California’s Camp Fire broke out in late 2018, 
killing 85 and destroying nearly 19,000 structures.

Further out, the resolution of US-China trade issues 
remains uncertain.

Although US customers usually take only a small 
percentage of China sulfate-route imports, a trade 
agreement would be expected to bring in a flood of 
that material.

Also more long-term, a trial date has been set for early 
2021 in which UK-based titanium dioxide (TiO2) 
producer Venator will argue that competitor Tronox 
owes Venator a $75m break fee after a proposed 
acquisition fell through.

Venator filed the lawsuit in Delaware Superior Court in 
May 2019, and the trial is set to begin on 8 March 2021, 
in Delaware’s New Castle County Superior Court.

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

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

Projected 2020 volume 
growth averages  
2-3%, so far, with a 
similar percentage 
heard among paint 
makers and other  
TiO2 consumers
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Heading into 2020, market players were preparing 
for continued soft fundamentals as supply 
outpaced weakening demand throughout 2019,  
but the explosion added a layer of concern 
surrounding logistics.

Now market players are grappling with customers’ 
ability to receive needed material and potential impact 
to crude C4 (CC4) logistics if one of TPC’s sites is not 
taking and processing it.

Logisitics constraints cause concern 
While closure of the site likely has not changed 
fundamentals - demand remains quite weak - it has 
cut off some BD supply to nearby customers that are 
connected to TPC’s pipeline.

This includes nylon producer INVISTA and rubber 
producers Goodyear, Lion Elastomers and Arlanxeo, 
but these downstream consumers can source 
material from other BD producers.

The concern going forward will be whether the 
primary BD pipeline system, which links producers 
and consumers from Houston to Orange, 
Texas, can support the volumes needed.

Some consumers have marine capability 

and can secure supply that way, while 
some do not.

Supply length to remain
TPC’s production footprint is significant, but the 
temporary loss of the site, which is likely to be down 
well into 2020, has not caused panic about US 
supply levels.

TPC’s Port Neches facility is the second-largest BD 
production site in the US behind the company’s 
Houston site. It accounts for 16.4% of US capacity, 
according to the ICIS Supply and Demand database.

Both sites together account for 37% of US capacity and 
more than double the next largest BD producer, which 
is BASF Total.

Without Port Neches, supply should continue to be 
available - it is just a matter of getting it.

How will US butadiene markets face 
logistics challenges with TPC outage?

US butadiene 
(BD) market 
players will  
have to adjust  
to logistics 
constraints and 
shifting supply 
flows in 2020 
following an 
explosion that 
shut down major 
producer TPC 
Group’s Port 
Neches, Texas 
production site.
By Amanda Hay
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16.4%TPC’s Port Neches 
facility accounts 
for 16.4% of US 
capacity

Both sites together account for 
37% of US capacity, more than 
double the next largest BD 
producer, which is BASF Total

37%
US BUTADIENE CAPACITY 
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Other production sites do have underutilised capacity 
and can run harder if needed.

The US has 2.6m tonnes/year of BD production 
capacity and 2.4m tonnes/year of downstream 
consumption, according to the ICIS Supply and 
Demand database.

US units have had lower utilisation rates since the shale 
boom led to lighter cracker feedstocks, which limited 
availability of CC4 compared with naphtha feedstocks.

ICIS projects rising BD utilisation rates  from 74% in 
2019 to 78% in 2023  as the US becomes 
increasingly self-sufficient amid a wave of 
steam cracker capacity additions.

CC4 remaines well supplies
CC4 volumes are another concern as TPC 
will not be processing C4 offtake from 
new and existing crackers.

TPC is unique among BD producers in that it is the only 
one that does not produce its own CC4.

GLOBAL OUTLOOK 2020 – AMERICAS

78%ICIS projects rising BD 
utilisation rates from 74% 
in 2019 to 78% in 2023 

TPC has undergone an upgrade of its CC4 processing 
system, which included expanding railcar unloading 
ability and finished BD railcar loading capability at 
Port Neches.

If TPC is not offtaking as much C4, it would leave 
excess volumes that need to find a home or be 
re-routed to other underutilised plants, so the 
industry will grapple with that as well.

US supply has been supported over the last year by 
increased usage of heavier LPGs propane and butane 
in the feedslate - a trend that is likely to continue if 
those prices remain relatively low due to oversupply.
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“LPG cracking is expected 
to remain attractive 

through 2020, though 
ethane favourability should 
increase over the coming 

winter months” 
James Wilson, ICIS analyst

GLOBAL OUTLOOK 2020 – AMERICAS

“LPG cracking is expected to remain attractive through 
2020, though ethane favourability should increase 
over the coming winter months,” said ICIS analyst 
James Wilson.

“‘Heavy cracking’ has been one reason 
for butadiene supply remaining long 
over the past 12 months, though it 
should be noted that butane 
cracking can have adverse 
effects on CC4 extraction plants 
due to low BD concentrations.”

Butane, in particular, had 
yielded the most favourable 
margins for several months in 
2019, even as costs began to rise 
alongside falling co-product 
credits late in the year.

Ethane’s displacement in the 
feedslate will be limited, however, 
as several new steam crackers begin 
production in the US.

All crackers currently under construction or 
planned in the US are designed to use only 
ethane as a feed.

Cracker operators that have the ability to switch 
feeds will likely continue to enjoy fairly low costs for 
all NGLs as they remain oversupplied on abundant 
field production in the Permian basin, and this 
should keep propane and butane favoured where 
possible even as costs rise.

Some CC4 logistics could be challenged as well if TPC is 
not buying and processing C4s at Port Neches.

US BUTADIENE PRICE HISTORY
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Demand soft into 2020
Soft demand is expected to characterise much of 

2020, but domestic balances may be tighter than 
previously expected following the explosions 

and subsequent fires at TPC’s Port 
Neches site.

The manufacturing sector 
experienced a difficult 2019, with 

both the US and Europe falling 
into contraction, which has kept 
demand weak.

Without Port Neches 
production, imports could 
pick up. The US is a net 
importer, but net imports fell 
to a 10-year low in the third 
quarter of 2019 on weak 

demand.

But 2019 had several unplanned 
outages that did not translate to 

price pressure - the ITC terminal fire, 
ExxonMobil’s Baytown fire, tropical 

depression Imelda and now TPC.

“Prices kept falling through it all,” a source said, 
pointing back to lacklustre demand.

Growth should be slow in 2020 for the US economy.

BD is a key feedstock for synthetic rubbers, largely 
styrene butadiene rubber (SBR), which is used in tyre 
manufacturing. BD is extracted from CC4s.

Major US BD producers include ExxonMobil, 
LyondellBasell, Shell Chemical and TPC Group. n
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To process these abundant NGLs, “we will see a 
whole slew of new fractionation capacity in Q1  
2020”, said consultant Peter Fasullo, principal and 
owner of En*Vantage. “There will be a lot of ethane 
sloshing around.”

Although NGLs are not the primary driver for shale 
fracking, they are an important and plentiful co-product 
of the process, as their constituent parts serve as 
feedstock for petrochemicals, among other uses. 
Fractionators separate the mixed NGLs, known as 
Y-grade, into ethane, propane, and butane.

New logistical capacity is coming online to process and 
deliver the increasing volumes of NGLs.

Enterprise expects fractionation units on line in the 
fourth of quarter 2019 and second quarter of 2020, 
adding 300,000 bbl/day of capacity. Its Mentone gas 
plant is scheduled for the first quarter of 2020 and is 
expected to add 300 million cubic feet/day (8,495 
cbm/day) of NGL capacity. The company’s Shin Oak 
NGL pipeline will also have ramped up to 550,000 
bbl/day to begin 2020.

ONEOK is also starting up its new fractionator in Mont 
Belvieu, Texas, in the first quarter of 2020.

During 2019, already-cheap ethane helped suppress 
the price of ethylene, except when the market saw a 
spate of production issues in September and October.

US looks to sustain ethylene cost 
advantage in 2020

Abundant 
natural gas liquid 
(NGL) feedstocks 
should keep  
cash costs low  
for US ethylene 
producers in 
2020, as 
continued 
expansion of 
shale fracking 
operations also 
increases NGL 
production.
By Michael Sims

To take advantage of these cheap NGLs, eight new US 
crackers have been started or are expected to come on 
line from 2017-2020, and seven expansions or restarts 
are slated for the same time frame.

Both ethane and ethylene will face downward price 
pressure in 2020 due to expanded capacity.

US ethylene exports
A new Enterprise export terminal, with a capacity to 
export 1m tonnes/year of ethylene, will be an outlet for 
the US’s growing ethylene supply.

The terminal was scheduled to open by the end of 2019 
on the Houston Ship Channel in Texas and Enterprise 
expects full operations by the fourth quarter of 2020.

Increased ethylene export capacity aims to take 
advantage of the considerable cost advantage US 
producers have over their global peers.

Downstream
The US is in the midst of a large build-out in new 
downstream polyethylene (PE) capacity, also driven by 
the availability of low-cost ethane feedstock. PE is the 
largest ethylene derivative.
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The US ethane cost advantage gives US PE producers 
ethylene cash costs similar to levels seen in the Middle 
East and well below the cash costs of Asian and European 
naphtha crackers.

The availability of low-cost ethane has spurred the PE 
industry to invest billions of dollars in new capacities, 
with the first wave of new US capacities cresting in 2019.

Between 2017 and 2019, the US added 6.5m tonnes/
year of new PE capacity, with 2019 alone seeing more 
than 2.8m tonnes/year of new capacity additions. The 
domestic market is not able to absorb the increased PE 
supply, making the market, and ethylene consumption 
into it, reliant on the growth of US exports.

“Exports of ethylene derivatives have exceeded even the 
most optimistic expectations,” said Dan Lippe, managing 
partner at Petral Consulting.

According to the ICIS Supply and Demand database, US 
exports for high density polyethylene (HDPE), linear 
low density polyethylene (LLDPE) and low 
density polyethylene (LDPE) were all up by 
at least 40% in the first half of 2019 
compared with the first half of 2018.

Global economy, trade will be  
“wild cards”
PE demand is often expressed as a 
multiplier over GDP, so projections of stronger GDP 

growth imply a similar increase in incremental PE, 
and thus ethylene, consumption.

The International Monetary Fund (IMF) projects 
global GDP growth to increase to 3.4% in 2020 from 
3.0% in 2019.

The ethylene derivative export picture could 
change substantially depending on how US- 
China trade negotiations develop in 2020. Trade 
tensions thus far have pressured global PE prices 
and margins.

Timing is everything
In 2020, ethylene price fluctuations ultimately 
should be determined by the timing of capacity 
additions and outages, both upstream and 
downstream, which may create pockets of 
stranded product.

Fractionator or pipeline start-up delays would  
limit ethane feedstocks and could push ethane  
and ethylene prices higher. Cracker delays would 
put downward pressure on feedstock costs, but 
upward pressure on ethylene as expected supply  
is reduced. Derivative start-up delays could 
suppress prices as far up the supply chain as  
the NGL feedstocks.

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 ExxonMobil, 
INEOS, LyondellBasell and Shell Chemical.

Major US buyers include Occidental Chemical and 
Westlake Chemical. n

Additional reporting by Anna Matherne, 
Zachary Moore, Antoinette Smith and Alex 
Snodgrass

1m tonnes/year 
A new Enterprise export terminal, with a capacity 
to export 1m tonnes/year of ethylene, will outlet 
for the US’s growing ethylene supply

In 2020, 
ethylene 

price 
fluctuations 
ultimately 
should be 

determined 
by the timing 
of capacity 
additions 

and outages 
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US propylene supply to continue 
outpacing demand in 2020
Propylene inventories in late 2019 were near their 
highest levels in at least three years on elevated LPG 
cracking for a significant portion of the year.

Although this trend may dissipate to begin 2020,  
it is likely to resume following the winter, which  
is expected to be warmer than typical. As propane 
demand for winter heating declines, the feedstock 
will be an attractive alternative to ethane  
for cracking.

“Propane could look fairly cheap in [the first 
quarter] if we don’t get some significant weather 
coming in,” said consultant Peter Fasullo, principal 
and owner of En*Vantage.

Downstream, persistent weak derivative demand, 
particularly for polypropylene (PP), is likely to weaken 
propylene consumption. PP is propylene’s largest 
derivative market.

According to the International Monetary Fund (IMF), 
global GDP growth decelerated for a second 
consecutive year in 2019 to 3%, the lowest level 
recorded in the past decade. The IMF projects 
global growth to move back to 3.4% in 2020, 
although this is still a deceleration from the rate of 
3.6% seen in 2018.

Likewise, the American Chemistry Council (ACC) 
projects global GDP growth at 2.6% in 2020, flat from 

US propylene 
supply is likely  
to continue 
outpacing 
demand in 2020, 
as liquefied 
petroleum gas 
(LPG) cracking 
and lacklustre 
derivative 
demand are 
expected to 
sustain or even 
amplify the 
supply-demand 
imbalance.
By Michael Sims
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“Propane could look fairly cheap 
in [the first quarter] if we don’t 
get some significant weather 
coming in”
Peter Fasullo, principal and owner of En*Vantage

2019 and down from 3.1% in 2018. The group 
predicts US GDP growth to slow to 1.8% in 2020, 
down from 2.3% in 2019 and from 2.9% in 2018.

PP demand is often expressed as a multiplier over 
GDP, and weaker expected GDP growth in 2020 
suggests a similar decline in incremental PP 
consumption. In turn, this would continue to 
suppress demand for propylene.

A slowdown in demand during the second 

half of 2019 had a negative impact on 
prices and most forecasts anticipate GDP 
growth to remain on a slower path 
through 2020.

20%
US propylene spot prices 
dropped more than 20% 
during 2019 amid high 
supply and low demand

US PROPYLENE PRICE HISTORY
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US propylene spot prices dropped more than 20% 
during 2019 amid high supply and low demand.

The main outlet for propylene is as a feedstock for 
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, ExxonMobil, Flint Hills Resources 
and Shell Chemical.

Major buyers include Arkema, Ascend Performance 
Materials, Braskem, Dow Chemical, INEOS, Oxea  
and Total. n
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Second wave of new US PE capacity  
could continue to pressure margins

GLOBAL OUTLOOK 2020 – AMERICAS

First wave of capacity expansion cresting, 
second wave under way
The US is in the midst of a large build-out in new  
PE capacity, driven by the availability of low-cost 
ethane feedstock, which gives US producers 
ethylene cash costs similar to levels seen in the 
Middle East and well below the cash costs of Asian 
and European naphtha crackers.

The availability of low-cost ethane has spurred  
the industry to invest billions of dollars in new 
capacities, with the first “wave” of new US capacities 
cresting in 2019.

Between 2017 and 2019, the US added 6.5m tonnes/
year of new PE capacity, with 2019 alone seeing more 
than 2.8m tonnes/year of new capacity additions

No major additions are slated for 2020, with the next 
new capacity addition slated for 2021, when Bayport 
Polymers is expected to start up a 625,000 tonnes/
year plant in Pasadena, Texas.

This addition will begin the second wave of capacity 
build outs, which could see as much as 9m tonnes/
year of new capacity built in the US between 2021  
and 2024.

Margin compression
With new supply from both the US and other regions 
coming onto the market during a period of slower 
than expected demand growth, PE prices globally 
sank to the lowest levels seen in a decade, 
compressing margins for producers.

Margins for Asian naphtha-based producers fell to 
levels close to or even below breakeven thresholds 
late in 2019 while margins for non-integrated 
producers were in negative territory.

US producers continued to enjoy positive margins 
owing to their strong ethylene cash cost position, 
although margins were well below the levels seen  
in 2017.

Supply length and weaker than anticipated  
demand growth are likely to keep margins 
compressed into 2020.

Margins for US 
polyethylene (PE) 
producers are  
likely to remain 
compressed in 2020 
amid slower than 
expected global 
demand growth 
and a large build-
out in new capacity.
By Zachary Moore

PE prices globally sank to  
the lowest levels seen in a  
decade, compressing margins  
for producers
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“Higher capacity and record PE inventory levels have 
brought about a decline in prices and margins. Our 
view is that PE margins could go slightly lower in 
2020, with economic and political uncertainty 
looming, before potentially starting to recover in late 
2020 or more likely 2021,” said James Ray, vice 
president of consulting, Americas, at ICIS.

Macroeconomic headwinds
PE pricing sank to multi-year lows in 2019 as  
new supply additions coincided with disappointing 
macroeconomic performance, which cut into  
PE consumption growth.

According to the International Monetary Fund (IMF), 
global GDP growth decelerated for a second 
consecutive year in 2019 to 3%, the lowest level 
recorded in the past decade. The IMF projects global 
growth to move back to 3.4% in 2020, although this is 
still a deceleration from the rate of 3.6% seen in 2018.

The American Chemistry Council (ACC) projects 
global GDP growth at 2.6% in 2020, flat from 2019 
and down from 3.1% in 2018. The group predicts US 

Between 2017 and 2019, the US 
added 6.5m tonnes/year of new 
PE capacity, with 2019 alone 
seeing more than 2.8m tonnes/
year of new capacity additions
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GDP growth to slow to 1.8% in 2020, down from 2.3% 
in 2019 and from 2.9% in 2018.

As PE demand is often expressed as a multiplier over 
GDP, weaker GDP growth suggests a similar decline in 
incremental PE consumption.

The slowdown in demand has had a negative impact 
on prices and margins and most forecasts anticipate 
GDP growth to remain on a slower path through 2020. 

Trade tensions
Trade tensions have also pressured global PE prices 
and margins.

Output from new US plants was originally planned to 
be exported to China, which is by far the world’s 
largest importer of PE. However tariffs on US PE 
exports to China stemming from trade tensions 
between the two countries has resulted in a drop in 
overall PE exports from the US to China in 2019 
compared with 2018.

US exporters have diverted these cargoes to 
alternative destinations including Southeast Asia, 
Europe and Latin America.

According to the ICIS Supply and Demand Database, US 
exports for high density polyethylene (HDPE), linear low 
density polyethylene (LLDPE) and low density 
polyethylene (LDPE) were all up by at least 40% in the 
first half of 2019 compared with the first half of 2018.

Participants will be closely tracking the progress of 
US-China trade negotiations in 2020, as a resolution to 
the trade war could result in significant shifts in global 
PE trade flows. n

“Higher capacity and record  
PE inventory levels have  
brought about a decline in  
prices and margins”
James Ray, vice president of consulting, Americas
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US PP set for challenging year on rising 
capacity and disappointing demand

GLOBAL OUTLOOK 2020 – AMERICAS

2020 is likely to  
be a challenging 
year for the US 
polypropylene  
(PP) industry as  
US production 
capacity is rising  
at a time of slower 
than anticipated 
demand growth.
By Zachary Moore

US PP contracts are typically-formula based and  
are set at polymer grade propylene (PGP) values 
plus an adder.

Adders on 2020 contracts will be lower compared 
with 2019 as added capacity and weaker demand 
have increased pressure on sellers to find a home 
for incremental volumes.

“We are hoping to see a better year in 2020, 
although it is likely that a rise in consumption next 
year will bring the market back to 2017 or 2018 
levels,” a distributor commented.

New capacity
The US industry added incremental capacity through 
debottlenecking projects in both 2018 and 2019 
while the coming years will see the addition of brand 
new PP plants.

According to the ICIS Supply and Demand 
Database, the total US PP capacity is set to 
rise by around 17% from 2017 to 2022. 

Braskem is expected to start up its new 
450,000 tonne/year PP project in La Porte, 
Texas by the end of the first half of 2020. 
Construction work at the project was over 75% 
complete by the end of the 2019.

Macroeconomic headwinds
This new capacity is reaching the market at a time 
when slower than anticipated global GDP growth has 
cut into PP consumption. This has resulted in 
persistent supply length through the second of half 
of 2019 and suggesting that long supply conditions 
are likely to remain in place into 2020.

The automotive industry faced a challenging year in 
2019, with European and Asian demand for new 
autos dropping significantly.

“Automotive production should return to growth in 
2020, although at historically lower rates. Specific 
risks remain, most notable international trade 
disputes,” said Rhian O’Conner, Lead Analyst, Market 
Demand Analytics with ICIS. 

17%
According to the ICIS 
Supply and Demand 
Database, the total US 
PP capacity is set to rise  
by around 17% from 
2017 to 2022

PRODUCTION OF MOTOR VEHICLES AND PARTS

%
 c

ha
ng

e

Source: ICIS

n US
n World

-1

0

1

2

3

4

5

6

2024-282023202220212020201920182013-17

back to contents ➔



PP accounts for around one-third of the plastics used 
in the production of an automobile by weight, 
according to ICIS data.

A broad slowdown in global manufacturing activity 
has also hurt consumption rates for PP, a versatile 
polymer used in a wide variety of applications.

Propylene supplies rising
The availability of propylene feedstock saw a significant 
improvement in 2019 from 2018 and monomer supply 
is likely to remain sufficient through 2020.

The rising availability of propane and butane  
have depressed prices for liquified petroleum 
gas (LPG), a mix of propane and butane 
which can be used as a feedstock in 
flexible crackers.

The combination of lower LPG 
prices and higher values for 
propylene and butadiene (BD) 
relative to ethylene encouraged 
higher LPG cracking by flexible 
cracker operators during the 
spring and summer months. This 
pattern is likely to remain in place 
in 2020.

Higher propane prices during the 
winter months when heating demand 
picks up will keep the cracker feedslate 
lighter during the winter months.

LPG cracking produces significantly higher 
volumes of co-products such as propylene 

compared with ethane cracking.

In addition to the higher volumes of LPG 
cracking, supply from on-purpose 

propane dehydrogenation (PDH) units 
also improved in 2019 compared 

with 2018.

Operating rates at PDH plants 
were heard to be steadier relative 
to 2018 while lower prices for 
propane feedstock ensured 
healthy spreads and margins for 
PDH units, even during periods of 
weak propylene pricing.

PDH units currently account for 
around 12% of US propylene 

supply, per the ICIS Supply and 
Demand Database. However, this 

percentage is expected to rise as lighter 
cracker feedslates will create a stronger 

need for on-purpose propylene technologies. n

GLOBAL OUTLOOK 2020 – AMERICAS

“We are hoping to see a better 
year in 2020, although it is likely 
that a rise in consumption next 
year will bring the market back  
to 2017 or 2018 levels”
Polypropylene distributor
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Latin American PVC markets weak on 
global slowdown and regional economics
Latin American PVC trading has been hampered by 
an environment of tension that emerged in the 
region since the fourth quarter 2019.

Economic and political issues in several countries  
in the region will contribute to a cautious outlook  
for the first quarter of 2020 in Latin America  
PVC markets.

Political events have impacted the local economies 
severely. This has led to demonstrations and turmoil, 
hampering hopes of any significant market 
improvements in the near future.

Regional demand
Domestic and export/import PVC markets in the 
region are likely to remain weak in the first quarter of 
2020, driven by seasonal diminished demand and 
weakened economies.

Taiwan’s Formosa Plastics Corp (FPC) price 
declines for the fourth quarter 2019 are 

expected to influence Latin American 
prices for the first quarter as price 
changes in Asia generally suggest 
direction in Latin America. Although the 
amount of the fluctuation may vary from that in Asia, 
and they usually occur at a lag of four to six weeks.

Latin America 
polyvinyl 
chloride (PVC) 
markets remain 
weak, impacted 
by the global 
slowdown and 
weakened 
regional 
economies.
By Luly Stephens

55% Inflation of about 55%  
in 2019 has impacted 
business negatively in 
Argentina

Seasonal lull and regional holidays in Latin America 
are expected to impact the market through early 
March. During this period, vacations tend to dampen 
business activity.

Impact from regional economies
Gross domestic product (GDP) growth projections 
are likely to reflect activity in different countries. 
Particularly strong growth is projected for Bolivia, 
Chile, Paraguay, Colombia and Peru. These 
projections may be a little optimistic and adjusted 
down later in the year, as they were for the  
year 2019.

Political disagreements, demonstrations and 
turmoil may be key factors to monitor to get a 
better understanding of the challenges each 
economy will face through the year. Critical 
conditions are expected to continue in Venezuela 
and Argentina.

The International Monetary Fund (IMF) published 
GDP growth projections by country in its World 
Economic Outlook of October 2019. The table with 
data from the IMF shows GDP forecasts for the 
western hemisphere.

Business in Argentina and Brazil continues below 
expectations as both countries have been trying  
to recover from their respective recessions of 
2016. Argentina, however, is having difficult 
economic challenges that have been slowing its 
recovery considerably.

Inflation of about 55% in 2019 has impacted business 
negatively in Argentina as purchasing power 
decreased and buyers’ confidence weakened.

In Argentina, low activity is expected in the  
first quarter. The market is closely watching  
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Latin American PVC 
trading has been 
hampered by an 
environment of tension 
that emerged in the 
region since the fourth 
quarter 2019
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the new administration and any measures  
that could stimulate the economy and favour 
market dynamics.

Challenges faced
The PVC market in Brazil is slightly 
stronger than in Argentina, but buying 
interest is weaker than anticipated.

The domestic Mexican market has been 
slow, with suppliers trying to keep pricing 
stable. However, intense competition in 
the export market has kept prices for 
Mexican resin soft.

Likewise, in countries along the Pacific coast of 
South America, market conditions are weak. 
Pricing is mixed, with North American and Asian 

suppliers starting a bullish trend in late December.

Despite the optimistic GDP growth projections  
for some of the Latin American countries, PVC 
participants remain cautious due to economic and 
political conditions in several countries in the region.

The soft market conditions across the  
Americas due to long inventories are likely  
to continue early in the first quarter. However, 
reduced operating rates in the US chlor-alkali  
chain may help balance the market and  
strengthen prices.

PVC is used for applications including pipes  
and profiles, in the automobile industry and for 
medical devices.

Unipar Indupa, Braskem, Unipar Carbocloro, 
Vestolit and Pequiven are PVC producers in  
Latin America. n

Projection 2019 Projection 2020

North America 2.1 2

United States 2.4 2.1

Canada 1.5 1.8

Mexico 0.4 1.3

South America -0.2 1.8

Brazil 0.9 2

Argentina -3.1 -1.3

Colombia 3.4 3.6

Venezuela -35 -10

Chile 2.5 3

Peru 2.6 3.6

Ecuador -0.5 0.5

Bolivia 3.9 3.8

Uruguay 0.4 2.3

Paraguay 1 4

Central America 2.7 3.4

GDP GROWTH IN LATIN AMERICA

Source: ICIS

Source: ICIS

Particularly strong growth is 
projected for Bolivia, Chile, 
Paraguay, Colombia and Peru

back to contents ➔



US PVC to meet trade uncertainty  
in 2020
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US PVC EXPORTS 

Two US producers, Shintech and Westlake Chemical, 
are adding production capacity some of which will 
likely be entering domestic and global markets in 
the first quarter of 2020. The combined 440,000 
tonne/year of new production is mostly aimed at 
the export market.

US exports have been boosted by the low-cost 
production advantage from cheap ethane and 
ethylene. The advantage helps US product remain 
competitive even in markets in India and south Asia, 
which are much closer to producers in Europe and 
northeast Asia where naphtha is the primary feedstock.

The US already sends slightly more than one-third of 
domestic production into export sales. Export 

Source: ICIS

180,000

200,000

220,000

240,000

260,000

280,000

300,000

DecNovOctSeptAugJulyJuneMayAprilMarFebJan

volumes, despite trade tensions, have continued  
to grow, according to data from the ICIS Supply & 
Demand Database.

The US has seen growing sales to Africa, the Middle 
East and parts of Latin America, while sales to China 
have slowed.

The added production capacity in the US will likely 
increase these volumes and help keep a ceiling on 
prices in many export markets in 2020.

Weak domestic demand
But it has been domestic demand that has suffered 
in recent months and is likely to continue into 2020, 
according to market participants.

Softer construction activity, capital improvement 
projects postponed because of uncertainty from 
trade disputes and a slowing of global economies 
have been blamed for the slowdown in US demand.

Domestic political turmoil may also play into market 
sentiment during the year.

A presidential election coupled with a presidential 
impeachment have lent more uncertainty into the 
market. The Trump administration has slackened 
environmental and safety rules, moves that the 
industry has seen as favourable. A change of 
administration would likely see those rules re-imposed.

of new US PVC production  
in 2020 is mostly aimed at  
the export market

440,000
tonnes/year 

The US polyvinyl 
chloride (PVC) 
market starts 
2020 with new 
production 
capacity, 
weakened 
domestic 
demand and 
uncertainty 
resulting from 
the US-China 
trade war.
By Bill Bowen

n  2015
n  2016
n  2017
n  2018
n  2019
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What has caused the 
slowdown in US PVC demand?
• Softer construction activity
• Capital improvement projects 
postponed due to uncertainty 
from trade disputes
• Slowing of global economies

Additionally, trade rules have been in turmoil, 
reducing US exports to China and prompting caution 
in downstream markets. US tariffs on goods from 
China have likewise reduced demand for US PVC for 
textiles and other goods manufactured in Asia.

The lost business to China has largely been made up 
by growing markets in other regions, including 
southeast Asia, the Middle East and Africa and US 
export volumes have continued to grow.

But prices in global markets have softened during 
the last half of 2019 and domestic contracts have 
seen a decline over the past 12 months.

But it is expected that US exports and domestic sales 
will rebound early in 2020 as manufacturers, 
processors and compounders restock inventories.

Then, market participants will be watching Asia after 
the conclusion of Lunar New Year celebrations in late 
January. That is when that market usually begins 

buying ahead of peak construction season and 
uptake volumes are considered a good indicator of 
PVC sales and demand for the rest of the year.

But much will be dependent on macroeconomic 
factors, such as auto manufacturing, construction 
activity and general manufacturing output.

Tariffs that the US and China had planned to impose 
on 15 December would have added duties against 
US PVC. But they have been suspended by mutual 
agreement between the two governments.

That has prompted optimism that a trade deal  
may be coming that would end the tensions that 
have slowed trade and disrupted flows between  
the two countries and remove a headwind for US 
PVC exports.

Major US PVC producers included Shintech, 
OxyVinyls, Westlake Chemical and Formosa 
Plastics. n

US PVC PRICE HISTORY

Source: ICIS

But it is expected  
that US exports and  
domestic sales will rebound early 
in 2020 as manufacturers,  
processors and compounders  
restock inventories.
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The Asian benzene conundrum  
set to persist

After hitting a low of $514/tonne FOB (free on 
board) Korea in early January, the Asian benzene 
market has been on an uptrend until September.

The opening up of the arbitrage window to the US 
from April helped reduce supply in Asia, as tight 
supply conditions in the US fueled demand for 
Asian lots.

This was also opportune as demand for benzene  
in China began to swoon as the effects of the 
US-China trade war started to bite.

By September, however, supply conditions in the 
US had eased with demand for Asian parcels on 
the decline.

The spot market corrected sharply after hitting 
$751/tonne FOB Korea. Just as some participant 
anticipated a deeper correction, the market began 
to turn.

The market regained its footing in November, 
bouncing off the support confluence area (red 
circle), produced by the lower median line and the 
trigger line of the pitchfork as well as the 61.8% 
Fibonacci retracement level.

After moving off this level, the market rose into 
December with great rapidity but failed to break 
the top set in September.

The Asian 
benzene market 
will probably 
continue to find 
little support 
from its key 
downstream 
sector of styrene 
monomer (SM), 
of which 50% of 
production goes 
into, following a 
decent run this 
year despite 
rising regional 
supply.
By Clive Ong
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A potential double top (see the 2 red circles) 
formation has now cast a bearish tone on the price 
chart. Also do note that prices pulled back from the 
median line of the pitchfork after touching it. (red 
circle on the right)

On the contract front, anecdotal evidence suggests 
that some 2020’s terms have been signed at slightly 
higher premiums, favouring sellers.

After all, while there will be new benzene facilities 

5.47m 
tonnes
More downstream plants  
in volume terms (5.47 tonnes) 
will come online  
in 2020 to soak up the 
additional benzene availability
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SM WEEKLY-10 YEARS

Source: ICIS

coming onstream in 2020 (2.48m tonnes), more 
downstream plants in volume terms (5.47m  
tonnes) will come online to soak up the additional 
benzene availability.

Should the arbitrage to the US open up again in 2020, 
supply conditions for benzene could again tighten.

The downstream sectors such as SM, phenol, 
caprolactam and adipic acid were generally trending 
down this year.

While benzene has bucked that trend, it will  
not receive much support from its struggling 
downstream markets. Instead, the poor performance 
in the downstream sectors can soon become a drag 
on benzene.

The SM market has slumped below $900/tonne CFR 
China, after failing to hold the $1,000/tonne level 
which it has meandered for around 10 months until 
September 2019.

It has recently broken through the support zones in 
red and green and now sits precariously on the $852-
855/tonne support line of late 2014 and early 2015. n

On the contract front, anecdotal 
evidence suggests that some 2020’s 
terms have been signed at slightly 
higher premiums, favouring sellers
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This is following a year of limited price fluctuations 
in 2019.

Northeast Asia 2020 buying starts
Already, procurement for January and February 2020 
parcels is in full swing from at least two end-users 
in northeast Asia as the need to cover their 
downstream requirements becomes more urgent 
amid the lack of full contractual agreements with 
some domestic producers.

Furthermore, unchanged downstream run rates 
expected in the first quarter of 2020 made it more 
necessary for these end-users to cover their 
requirements now.

Discussions have yet to make headway between 
some end-users and producers because of the 
wide buy-sell gap of at least $10/tonne, with a 
stand-off ongoing since mid-November.

Should contractual negotiations continue to  
stall into the last week of December and fall 
through subsequently, it potentially means some 
end-users will need to procure more spot lots 
going into H1 2020.

“Ultimately, downstream run rates are likely to 
drop further since ABS is still making money now 
and demand for PS seems to be healthy in the 
short run and these buyers will be to make sure 

Asia styrene may record more liquidity;  
op rate cuts could be gamechanger

they have enough cargoes to run their respective 
units,” one trader said.

Deep sea lots to fill the gap?
Looking further out of Asia, some market 
participants expect the availability for deep-sea 
arbitrage flow to still be able to cover some the 
excess demand here, even if Asian makers show 
signs of cutting run rates since costs could be 
more competitive especially in the US region.

However, not everyone is confident that this could 
be likely given that traders who typically prowl this 
trade route are finding it tough to send volumes 
over on narrowing arbitrages since mid-2019 and 
rising US cost-linked export prices.

“US costs have been higher than expected – mostly 
because of benzene – and the premiums were the 
highest for 2019 in comparison to the past three 
years, which means even more trader risk in 
between,” one Western trader said.

Furthermore, with higher freight rates expected in 
2020 – even for contractual agreements – between 
the US and northeast Asia because of new IMO 
regulations, it could be even more costly for US 
cargoes to come over.

Some US-based plants are scheduled for 
maintenance in Q1 2020, which adds on to more 
uncertainty whether arbitrage flows will work or not.

Several market participants are still for the idea 
that sellers there will still need to offload the 
cargoes somehow since US net export volumes are 
at least 150,000 tonnes/month.

Ultimately, downstream run 
rates are likely to drop further 
since ABS is still making money 
now and demand for PS 
seems to be healthy in the 
short run and these buyers 
will be to make sure they have 
enough cargoes to run their 
respective units

GLOBAL OUTLOOK 2020 – ASIA

Asia’s styrene 
monomer (SM) 
market is  
likely to see 
more trading 
liquidity and 
increased spot 
participation 
from some 
end-users in  
the northeast 
and southeast 
regions as 
makers continue 
to consider 
lower 2020  
run rates on 
narrower 
margins and 
rising domestic 
Chinese supply. 
By Trixie Yap
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“Unless these makers cut 20% across the board or 
have strong sales elsewhere to the Americas, 
otherwise a few cargoes will still have to come to 
Asia,” one trader said.

European cargoes on the other hand could still hit 
Asian shores, if US cargoes make their way over to 
Europe, amid slowing demand there.

Already, more than 10,000 tonnes/month of 
European product has been coming to China 
regularly since mid-2019 - pending cargo delays.

Chinese market to remain sentiment driven
Meanwhile, the Chinese import market is likely to 
remain sentiment driven as more market 
participants focus on physical and paper hedging 
on SM futures launched since end-September 2019 
on the Dalian Commodity Exchange.

First deliveries will start in April and May 2020, with 
more volatility expected before the delivery 
periods since it is a six-month gap with physical 
prices available in the market.

“New supply is already not a surprise for the 
market now, since the question now is when will 
the supply come online and delays will only 
adjust the market sentiment,” one Chinese 
trader said.

The market has already factored in the supply 
impact of both Zhejiang PC and Hengli PC since the 
third quarter of 2019, with a handful of traders 
short selling their cargoes then on bearish 
sentiment for forward fundamentals.

Likewise with northeast Asia, liquidity could improve 
in the Chinese import market as well, given that 
more macroeconomic factors are in play to 
determine the market’s demand-supply direction.

However there are expectations of lesser impact 
from downstream demand, since these units have 
been recording margins on a yuan-denominated 
basis since H2 2019 and are likely to run high going 
into H1 2020 – with the exclusion of lower average 
run rates in the EPS sector during the Lunar New 
Year holiday season.

Fewer H1 turnarounds in Asia
Unlike in 2019, market participants are not 
expecting planned shutdowns to have a big impact 
on demand-supply.

Turnarounds are likely to be minimal in the  
first half of 2020, in comparison to 2019, since 
some units are likely to skip shutdowns for the 
entire year. n
Additional reporting by Clive Ong, Tina Zhang, 
Cheng Ran

Source: ICIS Source: ICIS
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More than 10,000 tonnes/month 
of European product has been 
coming to China regularly since 
mid-2019

10,000 tonnes/month 
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Asia’s isomer-grade mixed xylenes (MX) could draw 
support from expanding downstream paraxylene 
(PX) capacity and an expected increase in gasoline 
blending in 2020, but the firmness could be offset 
by weak PX prices forcing producers to shut or 
lower operations.

Spot prices of isomer-grade MX on a free-on-board 
(FOB) South Korea basis fluctuated between $650-
750/tonne in 2019, but the spread between PX and 
isomer MX slumped to $57/tonne in September 
from $441/tonne in March.

The narrow spread was attributed to the start-up 
of a new 4.5m tonne/year PX plant in Dalian, 
China. The PX plant procures an average of 40,000 
tonnes MX a month since May 2019.

MX demand also firmed due to healthy gasoline 
blending margin, after a prolonged shortage of 
high-octane components following attacks on 
Saudi Arabia’s oil facilities in mid-September, and 
turnarounds in the US.

From mid-2019, PX producers in South Korea and 
Japan reduced operating rates, selling their MX 
feedstock instead.

China demand is expected to remain a supportive 
factor in H1 2020 as new PX plants start up.

Sinopec commissioned its 1m tonnes/year PX in 

Asia xylenes to be constrained by 
PX-MX spread

end-October 2019 which requires import MX 
volumes of around 30,000 tonnes.

Into the second half of 2020, China’s dependence 
on imported MX may ease as Sinopec Quanzhou is 
expected to start its phase 2 new reformers in the 
third quarter of next year.

Then again, increasing China capacity is 
counterbalanced by a series of plant shutdowns 
planned in H2 2020 elsewhere in Asia. 

In Japan, JXTG Nippon Oil and Energy will 
permanently terminate operations at its Osaka 
refinery in October 2020, including its associated 
gasoline-making reformer; while Taiyo Oil will shut 
its Kikuma plant for a two-month turnaround in 
June to July 2020.

China demand is expected  
to remain a supportive  
factor in H1 2020 as new  
PX plants start up
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Asia’s isomer-
grade mixed 
xylenes (MX) 
could draw 
support from 
expanding 
downstream 
paraxylene (PX) 
capacity and an 
expected 
increase in 
gasoline 
blending in 2020, 
but the firmness 
could be offset 
by weak PX 
prices forcing 
producers to 
shut or lower 
operations.
By Keven Zhang
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In Taiwan, CPC Corp will shut its one of its two 
lines for a two-month turnaround from August  
to October.

Nonetheless, the key pressure for MX comes from 
PX producers, which may switch their position 
from buyers into sellers of MX should they cut 

Source: ICIS Source: ICIS
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The spread between PX and 
isomer MX on a free-on-board 
(FOB) South Korea basis slumped 
to $57/tonne in September from 
$441/tonne in March

$57/tonne operations to stem production losses amid the 
narrowing PX-MX spread.

While PX price acts as the ceiling for isomer MX, 
isomer MX price, in turn, forms the ceiling for 
substitute product solvent-grade xylenes.

Demand for general solvent, dye and organic 
pigment has fallen amid US-China trade tensions 
since July 2018. The Chinese manufacturing sector 
has been hurting from the prolonged trade war 
with the US, having recorded contraction in activity 
for six consecutive months until November.

A few cracker expansions are underway and are 
expected to start up in late 2020, including 
South Korea’s Hanwha Total Petrochemical and 
Yeochun NCC, potentially lengthening supply of 
solvent MX. n
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Asia naphtha prices have fluctuated over the fourth 
quarter of 2019, alongside volatile crude oil futures, 
which the product is closely related to.

Spot naphtha CFR (cost and freight) Japan prices went 
from $490/tonne in early-October to highs of $602/
tonne at end-November, ICIS data shows.

Naphtha margins or crack spreads have climbed 
above $100/tonne in November, hitting a high of 
$123.58/tonne at end-November.

In contrast, naphtha’s crack spread was just at $32.18/
tonne at end-November 2018.

Asia naphtha to tackle demand; supply 
poses challenge

Asia naphtha 
markets are 
poised to draw 
support from 
growing 
petrochemical 
demand in  
2020, while 
potentially 
lesser product 
flows from the 
Middle East 
could keep 
supply concerns 
on the boil. 

By Melanie Wee

Moreover, the push to cleaner fuels - with the 
International Maritime Organization (IMO) 2020 new 
sulphur emission regulations to be rolled out in January 
- may well squeeze production of gasoline, and naphtha 
used for blending further up the chain of oil products.

Naphtha demand is expected to be supported with 
Malaysia’s Petronas Pengerang Refining and 
Petrochemical (PRefChem) complex in Johor, along 
with its 300,000 bbl/day refinery on track for 
commercial operations towards the end of 2019.

Swings in volatile crude oil markets could temper Asia 
naphtha going forward.

It remains to be seen whether moves by OPEC and its 
allies to reduce production in early 2020 would shake 
up prices.

The stage is set for exciting times ahead. n

US ETHYLENE AND ETHANE PRICES

n  Crude Brent FOB Sullom Voe 
n  Naphtha Open Spec CFR Japan Source: ICIS
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November inflows to Asia were estimated at around 
2.1m tonnes, down from industry estimates near 
2.6m tonnes in October.

Attacks at oil facilities in Saudi Arabia in September 
catapulted Asia naphtha cargo premiums, keeping the 
market structure at its widest backwardation since 2013.

The market gained strength following moves earlier to 
plug any supply shortfalls from the region.

Anticipated firm demand in the petrochemical sector 
is set to provide support in 2020, absorbing naphtha.

According to ICIS Supply and Demand data, greater 
downstream ethylene capacities from the second-half 
of 2020 will encourage, if not boost naphtha demand.

That said, downstream olefins margins have been 
squeezed as producers grappled to keep up with 
rising costs of the petrochemical feedstock.

“I think a lot depends on crude oil and gasoline … 
refineries are seeing strong premiums when buying 
the crude, most probably [naphtha] will be strong for 
a while,” said a Singapore-based trader.

“The naphtha market has been particularly weak in 
2019, with a narrow crack spread for most of the year 
due to poorer demand, particularly in Asia,” said Ajay 
Parmar, ICIS senior analyst.

“The market tightened somewhat in October, and 
prices are forecast to continue increasing for the rest 
of the year, in line with crude. However, with refineries 
expected to increase their run rates in 2020 to take 
advantage of anticipated wider gasoil cracks, narrow 
crack spreads for naphtha should prevail throughout 
the year, “ Parmer added.

On the supply front, market expectations of thinning 
cargo flows to Asia from the Middle East could keep 
the market buoyant.

“The naphtha market has been 
particularly weak in 2019, with a 
narrow crack spread for most of 
the year due to poorer demand, 
particularly in Asia”
Ajay Parmar, ICIS senior analyst

Naphtha margins or crack 
spreads have climbed above 
$100/tonne in November, 
hitting a high of $123.58/tonne 
at end-November
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Rising new capacities with no corresponding 
strong increase in demand will lead to falling 
operating rates at plants.

A total of 3.3m tonnes/year of confirmed new MEG 
capacities in Asia are expected to start up from end-
2019 to 2020, which will weigh on a market already 
plagued by the poor margins.

In China, Hengli Petrochemical’s 900,000 tonne/
year and Zhejiang Petrochemical’s 750,000 tonne/
year plants are due to begin production in the 
second-half December 2019, although commercial 
operation will have to be wait until next year.

Hengli Petrochemical’s second MEG unit with the 
same capacity is also due for commissioning within 
2020, according to a company source.

In Southeast Asia, the start-up of a 750,000  
tonne/year joint-venture unit between PETRONAS 
and Saudi Aramco will likely be delayed to next 
year due to some mechanical issue, market 
sources said.

“These are only mega units which will come up 
next year, not to mention the small ones [coal-
based] in China. A tough year will be coming in 
2020 as so many big plants will come on stream 
together,” a regional trader said.

Total MEG capacity in northeast Asia will rise by 
18% to 19.83m tonnes in 2020, according to the 
ICIS Supply and Demand Database.

“The downstream demand expansion will be 
definitely lagging behind the fast supply growth 
amid the global economic downturn,” a market 
participant said, adding that suppliers will have to 
run their units at reduced rates in 2020.

Asia MEG market faces a difficult year

Given increasing supply, MEG producers in northeast 
Asia may have to cut operating rates at their plants 
to balance the market amid weak demand.

Plant utilization rate in the region is projected to fall 
to 66% in 2020 from 75% in 2019, according to ICIS 
Supply and Demand Database.

China imports to fall as local supply grows
China is the world’s largest MEG importer with 
annual imports pegged at more than 7.5m tonnes 
in the past five years.

Increased availability of the material in the 
domestic market may see the country’s MEG intake 
fall next year.

“China’s MEG self-sufficiency rate is going up. The 
imports have a big chance to fall in 2020, which 
may force overseas producers, especially Middle 
East producers to think how they should divert 
their cargoes to if [the] China market does not 

A total of 3.3m tonnes/year of 
confirmed new MEG capacities 
in Asia are expected to start up 
from end-2019 to 2020, which 
will weigh on a market already 
plagued by the poor margins
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Asia’s 
monoethylene 
glycol (MEG) 
market will face 
a difficult year  
in 2020 due to 
peak start-ups  
of several new 
mega units  
while China’s 
import volumes 
would fall 
because of rising 
local supply.
By  Judith Wang
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need many cargoes as before,” a major Chinese 
producer said.

In January to October 2019, China imported  
8.23m tonnes of MEG, down from 8.30m tonnes  
in the same period in 2018, ICIS data showed.

China’s volume intake has slipped while India’s 
import appetite for the same material has 
increased.

India posted a 13% year-on-year growth in MEG 
imports in the January-September 2019 period to 
565,888 tonnes.

At the ongoing discussions for 2020 term contracts 
in Asia, Chinese end-users have more bargaining 
power and are requesting bigger discounts, while 
suppliers were not keen to compromise.

“If they [overseas producers] still want to keep 
their market share in China in 2020, they have to 
give more discounts,” a Chinese trader said.

China inventory to rise ahead of lunar  
new year
MEG inventories at Chinese ports in the week 
ended 6 December 2019 fell to a two-year low of 
429,000 tonnes, from a high of 1.38m tonnes in 
April 2019, as a result of global supply cuts and 
delayed arrivals of import cargoes.

However, the inventories will gradually build  

Plant utilization rate in the 
region is projected to fall to  
66% in 2020 from 75% in 2019, 
according to the ICIS Supply  
and Demand Database

66%

up amid slowing offtake rates with the approach  
of the Lunar New Year holiday, which will fall in 
late January.

China markets close for a full week for the Lunar 
New Year celebration, thus keeping buying interest 
for January cargoes subdued.

“Downstream converters which are reeling from 
the ongoing [US-China] trade war will wrap up 
their orders in early January due to an earlier 
Lunar New Year holiday, after that, factories will 
close and workers will go home to celebrate the 
holiday,” a downstream end-user said.

Spot MEG prices in Asia plunged to a 10-year  
low in August 2019 caused by a combination  
of falling cost pressure amid a plunge in  
crude prices and growing ethylene supply,  
and sluggish demand.

A gradual recovery started in mid-November as 
inventories at Chinese port started falling, but the 
price uptrend was limited given a gloomy outlook 
on the market. n
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Overall supply ample
An overall ample supply situation in Asia’s polyethylene 
terephthalate (PET) bottle grade chip market will persist 
into 2020, as new plants are slated to come on stream.

Overcapacity could heighten selling pressure  
among suppliers.

In Vietnam, Fujian Billion Petrochemicals has a new 
250,000 tonnes/year PET plant in Go Dau, which will 
start operations in February. The plant was originally 
slated to start up in December.

Fujian Billion Petrochemicals under Billion Industrial 
Holdings is a new entrant into the PET bottle grade 
chip market, while the group has existing polyester 
fibre and film plants in China.

In China, Zhejiang Wankai New Material is looking to 
start up its new 600,000 tonne/year PET line in 
Chongqing in the first quarter.

Yisheng Petrochemical has a second 300,000 tonne/
year PET line in Dalian that may start up soon as 
operations at its first 300,000 tonne/year PET line at 

Asia PET spot sales seen challenging on 
new start-ups, pre-buying

the site had stabilised. The first line started up in 
November 2019.

Increased competition and change in  
trade flows
Trade flows may change as China will try to penetrate 
more markets overseas amid strong domestic capacity 
expansions and the loss in opportunity to sell to India 

Asia’s 
polyethylene 
terephthalate 
(PET) bottle  
grade chip spot 
market will be  
a challenging 
year for sellers in 
the face of new 
pant start-ups 
and likely calm 
spot buying 
needs due to 
increased pre-
buying in 2019. 
By Hazel Goh

US VS SOUTH KOREA SPOT BENZENE PRICES
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- one of its key export destinations in the first three 
quarters of 2019.

India initiated in October 2019 anti-dumping 
investigation against Chinese cargoes and since then, 
there has been a drop in presence of China PET 
cargoes into India and some Taiwanese cargo had 
found its way into the market.

The decline in China’s PET exports to the country also 
caused some local Indian producers to strengthen their 
domestic market share.

Thin spot discussions may continue
Big converters and big suppliers have increased their 
tendency to do forward cargo transactions since the 
last quarter of 2018.

Converters initially pre-bought in Q4 2018 to secure 
cargoes ahead of the peak demand period of 2019.

Thereafter, the trend for forward cargo transaction 
continued in 2019 sporadically from May onwards for 
H2 2019 cargo and 2020 cargo as prices were relatively 
low compared with historical prices and it was a low 
risk move.

 600,000
tonnes
In China, Zhejiang Wankai New 
Material is looking to start up its 
new 600,000 tonne/year PET line 
in Chongqing in the first quarter

On the other hand, some producers would also have 
pre-sold some of their sales allocation, secured certain 
margins and can maintain high operating rates. This is 
important for producers with huge plant capacities.

Risk on sellers can be reduced or balanced off with 
hedging mechanism with feedstock purified 
terephthalic acid (PTA) and monoethylene glycol (MEG) 
futures or even further upstream futures of paraxylene 
(PX), naphtha and crude.

Converters have resorted to pre-buying partial 
requirement, while suppliers have pre-sold some 
forward volumes for mainly but not withstanding to H1 
2020 loading cargo, which will make them less reliant 
on spot cargoes later on.

The typical peak demand season in 2020 may see a lack 
of buying enthusiasm once again.

Demand for PET usually peaks in April to June, but  
in 2019, consumption during this period was 
underwhelming due to increased forward cargo 
transactions done in the fourth quarter of the 
previous year.

Players may opt to take a wait-and-see stance on the 
market in the absence of strong pressure to buy and 
sell spot cargoes amid manageable inventories. n
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Asian purified terephthalic acid (PTA) markets are 
likely to face a supply burden, with China accelerating 
its expansion plans, amid a weak demand outlook.

China will see new capacities adding up to a total  
of 9.6m tonne/year of PTA production by the end  
of 2020.

The degree of capacity expansion within the region 
has slowed considerably in the last two years as 
shown by the chart below. Healthy margins in the 
PTA and polyester industry in the previous two years 
had spurred investments in new capacities.

The bulk of expansion is expected to come on 
stream in the second half of the year.

Reliance on PTA imports has since been a distant 
past after the influx of expansions of PTA facilities 
that occurred in 2012.

After the huge expansions that were carried out, as 
seen on the chart above, the net imports had 
drastically declined since.

Going forward, despite the country being self-
sufficient, China will continue to import for re-export 
business, credit financing, and the advantage of 
credit terms on purchases to facilitate cash flow.

Traditionally, Chinese domestic purchases are made 
on a cash on delivery, while imports can be 
purchased by issuing letter of credit.

The battle for the export markets would be intense, 
as China, South Korea, and Taiwan will have to 
compete for market share.

Asian PTA supply to lengthen, margins  
to come under downward pressure

South Korea and Taiwan had been diversifying its 
export destinations, as China moved towards 
self-sufficiency.

There are certain regions that have a huge entry of 
barrier for China, like antidumping duties (ADDs) and 
import duties.

South Korean origin materials has an advantage over 
China for exports to Europe, with the on-going free 
trade agreement between both countries.

According to ICIS Supply & Demand database, the 
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Asian purified 
terephthalic acid 
(PTA) markets  
are likely to face 
a supply burden, 
with China 
accelerating its 
expansion plans, 
amid a weak 
demand outlook.
By Samuel Wong

The biggest 
challenge 
for 2020 
would be 
demand

Source: ICIS
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main export markets for China are Oman, Russia and 
South Africa.

The next biggest import market after China would  
be India. The country imported a total of 665,511 
tonnes in 2018, and imported a total  
of 637,085 tonnes from January to 
September of 2019.

The biggest challenge for 2020 would be 
demand.

The global macroeconomic environment 
outlook remains bleak, with majority of GDP growth 
of various countries being adjusted lower, while the 
on-going trade war between US and China creates 

an air of uncertainty.

The GDP growth typically indicates a growth rate for 
downstream polyester demand for a country.

In addition, society’s move towards a greener and 
cleaner environment had spurred the movement of 
increase usage of recyclables.

The EU had set out a target that from 2025, PET bottles 
will have to contain at least 25% recycled plastic.

Following this movement, Asia is also likely to take 
steps to keep up with the trend, and this would 
reduce the demand for PET, and thus reducing the 
demand for PTA.

In a scenario that supply exceeds demand, 
production margins are likely to face immense 
downward pressure.

As seen from the chart above, the spread between 
feedstock paraxylene (PX) and PTA had trended below 
the typical healthy level in the fourth quarter of 2019.

A sustained negative production margin would phase 
out smaller, older, and less efficient PTA facilities 
within the region.

Newer capacities are in a larger production scale, 
average at around a minimum of 1m tonne/year of 
production, compared to older units that are below 
500,000 tonnes/year.

In Asia, 34% of total nameplate capacities are above 1m 
tonne/year, while 30% are below 500,000 tonnes/year.

Out of the facilities that are above 1m tonne/ 
year, 41% of them are above the capacity of 2m 
tonne/year.

Other than the size of capacities which translate to 
economic of scale, upward and downward 
integration of the facilities would be the key to 
survivability in this trying times. n

34%In Asia, 34% of  
total nameplate 
capacities are above 
1m tonne/year
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Asia’s MMA landscape to 
stay challenging in Q1 

The outlook on Asian methyl methacrylate (MMA) in 
Q1 2020 looks to be challenging on the back of 
sufficient supply and weak demand.

Demand for MMA will hinge on the development  
of the US-China trade negotiations and the 
economy growth.

In the near term, demand is unlikely to see 
improvement with the Lunar New Year approaching  
in end-January, and celebrated widely in Asia.

As such, any market upsides are not likely, while 
further downsides are also difficult with suppliers’  
cost pressure.

In the week ended 6 Dec 2019, spot prices for bulk 
cargoes of 500 tonnes or more were assessed at 
$1,530-1,580/tonne CFR (cost and freight) SE 
(southeast) Asia on average, ICIS data showed.

MMA has shed a hefty 31.7% since the start of  
the 2019.

In 2019, producers have taken measures to cut 
production rate, to counter slow demand.

Together with outages in Asian region and beyond, 
the reduction in supply to Asia showed some results 

The outlook on 
Asian methyl 
methacrylate 
(MMA) in Q1 
2020 looks to be 
challenging on 
the back of 
sufficient supply 
and weak 
demand. 

By Li Li Chng
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with the downtrend slowing down and seeing some 
stabilization by the end of 2019.

Middle Eastern’s Saudi Methacrylates Company 
(SAMAC) restarted around mid-November following 
production issues in early October and supply would 
likely resume to Asia in around mid-January.

Petro Rabigh’s unit was shut for around a month in 
December and supply to Asia is expected to resume 
from February.

Producers may continue to adjust their production 
rates in 2020, to protect their margins and balance 
inventory.

However, market confidence is lacking moving 
towards 2020 due to recent increase in regional 
supply.

China’s Jiangsu Sailboat No.2 started up in 
September 2019, while both of  Chongqing Yixiang’s 
No.1 100,000 tonne/year plant started in early 
November 2019 and No.2 125,000 tonne/year plant 
started in December 2019.

Singapore’s Sumitomo Chemical Asia also restarted an 
idle line in November 2019.

Moving forward, MMA growth will mainly be in China, 
with additional supply expected in 2020.

The gap of MMA prices between China and the rest 
of Asia will be keenly watched, as workable exports 
from China will impact Asian sentiment and prices, 
although China exports are not yet considered 
mainstream in the wider Asian market.

The key downstream polymethyl methacrylate 
(PMMA) sees shrinking demand and spot prices 
saw similar trend as MMA, which declined by 
35.1% for China import prices and 29.6% for 
southeast Asian imports. n

NEW MMA GROWTH IN CHINA FOR 2020

Producer Location New capacity (kt/yr) Start-up (subject to change)

Zhejiang Petrochemical Zhejiang 40 Q2 2020

Dongming Huayi Yuhuang Shandong 50 Q3 2020

Qixiang Tengda Shandong 100 Q4 2020

MMA spot prices declined  
by 35.1% for China import 
prices and 29.6% for  
southeast Asian imports

29.6%
35.1% 

The demand of PMMA from the 
automotive, construction and 
household appliance sectors has 
been hit by the US-China trade 
war and a slowdown in economy
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Asia VAM to find support from 
downstream growth in H1

Asia’s vinyl 
acetate 
monomer  
(VAM) market  
in the first half  
of 2020 may be 
supported by 
capacity growth 
in downstream 
ethylene vinyl 
acetate (EVA), 
polyvinyl alcohol 
(PVOH) and vinyl 
acetate-ethylene 
copolymer  
(VAE) sectors in 
China, Japan and 
South Korea.
By Helen Lee
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DEMAND GROWTH IN NORTHEAST ASIA
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In South Korea, the demand growth next year will 
almost double to 80,000 tonnes and would 
require around 40,000 tonnes of imports from 
the spot market.

Japan has more of a mixed picture as domestic 

Product capacity (tonnes/year)

demand may not experience significant upsides 
due to a slowing  economy.

The lackluster domestic market in 2019 had led  
to a 10% decline in downstream PVOH plant 
operating rates and a corresponding 5-10% 
reduction in the utilization rates at VAM plants, 
both from 100%.

Most PVOH and VAM plants in Japan would 
normally almost always operate at full capacity 
except when typhoons hit the country.

In the wider market, the growth momentum  
in 2020 hinged on further progress in the 
resolution of the US-China trade war and its 
eventual effect of lifting recessionary pressure  
on regional economies.

But the tide could turn by the fourth quarter  
with the start-up of Lotte BP’s new 200,000  
tonne/year VAM plant in Ulsan, South Korea in 
October 2020, which will result in the country 
having a net long position for the material.

About 50,000 tonnes of VAM from the plant could 
be exported in the fourth quarter, possibly to the 
Europe or US markets.

Supply in 2020 was also expected to be relatively 
ample compared with 2019.

So far, there are fewer confirmed VAM plant 
turnarounds in 2020 compared to the spate of 
planned and unplanned plant outages in the first 
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half of 2019, which tightened supply and 
supported the market at that time.

VAM supply disruptions January to  
December 2019
VAM spot prices in Asia during the 
|week ended 6 December had come 
under pressure from several fronts, 

including higher supply following the 
completion of VAM plant turnarounds 
for the year, as well as China’s year-end 
destocking activities.

Downward trending prices in upstream ethylene 

and acetic acid markets further dampened the 
sentiment of buyers, which were grappling with 
high-priced feedstock inventories, slowing sales 
and depressed product prices toward the end of 
the year.

During the week ended 6 December, the spot 
prices of ethylene-based VAM in Asia stabilised  
at $800-900/tonne CFR NE Asia and $820-830/
tonne CFR SE Asia – levels last seen in March 
2017, ICIS data showed.

Prices in the key south Asia market of India  
during the same week declined $5-10/tonne  
at $790-825/tonne CFR south Asia - levels last 
seen around July 2016 - amid pressure from 
availability of competitively-priced non ethylene-
based VAM from China. n

10% 
The lackluster domestic 
market in 2019 had led 
to a 10% decline in 
downstream PVOH 
plant operating rates 
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Asia’s vinyl acetate monomer 
(VAM) market in the first half  
of 2020 may be supported by 
capacity growth in downstream 
ethylene vinyl acetate (EVA), 
polyvinyl alcohol (PVOH) and 
vinyl acetate-ethylene copolymer 
(VAE) sectors in China, Japan  
and South Korea
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End-users in northeast Asia, who rely on deep-sea 
supply to meet their spot requirements, had to seek 
regional spot material to replace the disruption in 
deep-supply from the US following the explosions  
at TPC’s BD complex in Port Neches in Texas in the  
US on 27 November.

Dwindling deep-sea US supply had bolstered spot 
interest in Asia for late December and January 
shipments, due to the disruption of shipments of more 
than 10,000 tonnes of BD from the US in the wake of 
the declaration of force majeure by TPC.

Market players in Asia had expected BD supply to 
lengthen in first half of 2020 due to the upcoming 
start-ups of new BD facilities, including Malaysia’s 
Petronas PRefChem’s 185,000 tonne/year BD plant in 
Pengerang, China’s Rongsheng Petrochemical’s 
200,000 tonne/year BD plant and Hengli 
Petrochemical’s 140,000 tonne/year BD unit.

Demand, in the meantime, was expected to remain 
soft, due to the slump in the automotive industry and a 
slowing global economy amidst the protracted 
US-China trade war.

However, the supply/demand fundamentals have 
shifted due to the sudden crunch in deep-sea supply 

Asia BD expected long supply to balance 
out on shutdowns

Asia butadiene 
(BD) anticipated 
length in supply 
from new BD 
plant start-ups 
may be 
countered by a 
heavy spate of 
BD plant 
shutdowns in the 
first half of 2020 
and disruption in 
deep-sea supply.
By Helen Yan

coupled with a heavy spate of BD plant shutdowns in 
the first half of 2020.

Several BD plants in Asia are slated to shut in the first 
half of next year, including Thailand’s PTTGC and BST, 
Malaysia’s Lotte Titan, Taiwan’s CPC, China CSPC and 
Japan’s JSR.

Further, spot interest or Chinese buying interest may 
also pick up in late December or early January ahead of 
the Lunar New Year which falls on 25 January in 2020.

TPC is the US largest BD producer, accounting for 
37% of US capacity between its two sites in Houston 
and Port Neches.

Port Neches alone accounts for 426,000 tonnes/year 
or 16.4% of total domestic BD capacity, according to 
the ICIS Supply and Demand Database, while Houston 
is the larger site. n
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TPC is the US largest BD 
producer, accounting for 37% of 
US capacity between its two sites 
in Houston and Port Neches
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However, the supply/demand 
fundamentals have shifted due 
to the sudden crunch in deep-
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in the first half of 2020
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Asia’s ethylene (C2) and downstream markets will 
likely see a tumultuous year in 2020, amid large-
scale petrochemical capacity expansions in China, 
with naphtha-based producers likely to bear the 
brunt of the fall-out.

Appetite for ethylene imports in the key Chinese 
market will wane as increases in domestic capacity 
will outweigh demand from new non-integrated 
downstream projects.

Derivatives outlook in Asia is bearish next year, in 
view of a huge wave of private sector-led 
petrochemical expansions in China, including some 
that are integrated with refineries.

The stiff competition from ethane-based producers 
in the US will extend beyond polyethylene (PE), with 
the start-up of several monoethylene glycol (MEG) 
plants and the country’s second export terminal 
for ethylene.

The predominantly naphtha-based Asian 
petrochemical exporters to China could struggle to 
get ahead of the game, as the implementation of 
the International Maritime Organisation (IMO) 
2020 regulation on sulphur content of bunker fuel 
may put them higher on the cost curve.

China boosts C2 domestic capacity, import 
demand shrinks
Ethylene imports into China are expected to see a 
slight contraction in 2019, after four years in 
expansionary mode.

Shipments could total 2.54m-2.56m tonnes this year 
versus 2.58m tonnes in 2018 after more domestic 
supply became available in the second half of 2019.

Asia C2 producers face uncertainty ahead of 
huge wave of China petchem expansions

The start-up of SP Olefins’ ethane-propane 
cracker in late August transformed its parent 
company SP Chemicals from a major buyer  
of ethylene with demand of up to 320,000  
tonnes/year to a heavy-weight seller with  
a structural length of 330,000 tonnes/year.

Nanjing Chengzhi Clean Energy, which has no 
ethylene downstream units, began supplying 
customers from its No 2 methanol-to-olefins  
unit (MT0) in July.

More recently, Liaocheng Meiwu New Materials’ 
MTO unit started commercial operation in the 
first half of December. Like Nanjing Chengzhi,  
the company does not have downstream plants 
of its own.
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Asia’s ethylene 
(C2) and 
downstream 
markets will 
likely see a 
tumultuous year 
in 2020, amid 
large-scale 
petrochemical 
capacity 
expansions in 
China, with 
naphtha-based 
producers likely 
to bear the 
brunt of the 
fall-out.
By Yeow Pei Lin
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The two methanol-based plants have a combined 
ethylene capacity of 360,000 tonnes/year.

The full impact of the new supply on China’s 
import demand will be felt in 2020, with the 
contraction likely compounded by the start-up of 
a series of large-scale petrochemical projects, 
some of which are integrated with refineries.

Eleven ethylene plants are slated to come 
on-stream next year. Some of the companies  
will have surplus ethylene to sell to third parties.

Potential sellers include Liaoning Bora Petrochemical 
and Ningbo Huatai Polymer Material, with up to 
around 150,000-200,000 tonnes available for sale.

Growth in demand through capacity expansions at 
non-integrated downstream plants next year will 
not be sufficient to offset the new supply 
scheduled to come on-stream between the second 
half of 2019 and 2020.

Importer Tianjin Dagu Chemical will raise its 
ethylene-based vinyl chloride monomer (VCM) 

GLOBAL OUTLOOK 2020 – ASIA
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CHINA’S STANDALONE C2 DOWNSTREAM PLANTS, 2020

Company Location Product Capacity ('000 tonnes/yr) Start-up timing

Qingdao Haiwan Chemical Qingdao EDC/VCM/ 620/400/400 Q2 2020

PVC

Tianjin Dagu Chemical Tianjin VCM 300 Q2 2020

Tianjin Dagu Chemical Tianjin SM 450 Q3 2020

Total C2 demand* 459

*Based on nameplate capacities

Source:  ICIS

CHINA’S C2 PROJECTS WITH SURPLUS SUPPLY, 2019-2020

Company Location Facility Start-up

Nanjing Chengzhi Clean Energy MTO End-June 2019

SP Olefins Jiangsu Steam cracker End-Aug 2019

Liaocheng Meiwu New Materials Shandong MTO End-Nov 2019

Ningbo Huatai Shengfu Polymer Material Zhejiang Steam cracker Mid-2020

Liaoning Bora Petrochemical Liaoning Steam cracker H2 2020

Total C2 surplus* 840,000-890,000 tonnes/year

*Based on nameplate capacities
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capacity and build a second styrene monomer (SM) 
plant, while Qingdao Haiwan Chemical - a major 
buyer - will have a second vinyls complex. These 
projects will require up to around 460,000 tonnes 
of ethylene yearly.

However, a significant portion of Tianjin  
Dagu’s additional ethylene requirements will  
be met by supply from parent group Tianjin 
Bohai Chemical.

Tianjin Bohai will complete building a MTO plant 
next year that can produce up to 300,000 tonnes 
of ethylene annually.

Against the backdrop of rising domestic supply, 
ethylene shipments to China in 2020 could be capped 
at around 2.3m-2.4m tonnes, which will represent a 
decline of 6-9% from the estimates for 2019.

Wave of China petchem expansions cast 
shadow on downstream outlook
The downstream landscape in China is set to 
become more competitive, in light of the large 
slate of expansions across commodities.

The sector with its strong expansions at non-
integrated plants in China and healthy margins 
have been a pillar of strength for ethylene sellers in 
the past several years but the fortunes of SM 
makers could  reverse next year when more than 
4m tonnes/year of new capacities come on-stream.

SM margins in the fourth quarter of 2019 have 
already been eroded by high feedstock benzene 
costs and bearish sentiment ahead of the start-up 
of two large plants.

Zhejiang Petrochemical’s 1.2m tonne/year project 
and Hengli Petrochemical’s 720,000 tonne/year 
unit, which are part of the companies’ refinery-
petrochemical complexes, may begin test-runs in 
end 2019/early 2020.

Suppliers of MEG will have to contend with a less 
import-reliant China when Zhejiang Petrochemical 
and Hengli Petrochemical begin operation at their 
plants. The two companies will have a combined 
production capability of 1.65m tonnes/year.

The looming supply glut will be exacerbated by 
expansions by producers in Asia, Saudi Arabia and 
the US – all dependent on China, the largest 

Source: ICIS
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This could cap the ethylene affordability levels of 
consumers with standalone plants in China and 
constrain the operating rates of export-oriented 
downstream plants in the region that are reliant 
on Chinese converters to offtake their products.

One of the downstream markets under threat  
is SM.
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Source:  ICIS

S KOREA’S C2 DOWNSTREAM PROJECTS, 2019-2020

Company Location Product Capacity ('000 tonnes/yr) Start-up timing

Hanwha Chemical Yeosu LLDPE +40 to 395 H1 2019

Yeochun NCC Yeosu SM +80 to 370 Mid-2019

Hanwha Total Petrochemical Daesan HDPE/LLDPE 400 Mid-Dec 2019

LG Chem Yeosu EDC 190 Dec-19

Hanwha Chemical Yeosu VCM/PVC (No 3) 150/130 Jan-20

Lotte BP Ulsan VAM 200 Oct-20

Daelim Petrochemical Yeosu mLLDPE 250 Q4 2020

Total C2 demand* 878

*Based on nameplate capacities

polyester production centre globally, to absorb 
their rising output.

Upcoming projects include Pengerang Refining and 
Petrochemical’s (PRefChem) 730,000 tonne/year 
unit and Jubail United Petrochemical’s (JUPC) 
700,000 tonne/year plant.

Competition from the US will also heat up with 
over 2m tonnes/year of capacity coming on-stream 
between 2019 and 2020.

PE production in Asia will remain at reduced rates, 
weighed down by the relentless global expansions 
and pushback against single-use plastics.

C2 supply from US to rise
More US ethylene will head to Asia next year. The 
start-up of Enterprise Products Partners and 
Navigator’s new 1m tonne/year export terminal in 
the second half of December this year will help 
alleviate a major infrastructural constraint and 
allow more producers to ship out surplus product.

Operations at the facility located at Enterprise’s 
Morgan Point on the Houston Ship Channel will be 
at reduced rates initially as its refrigerated storage 
will only be ready sometime in 2020.

Sellers will target mainly Taiwan until the US-China 
trade war is resolved. The trade spat has resulted 
in higher tariffs on imports into China.

Producers could cut naphtha cracker runs
Naphtha-based petrochemical exporters in Asia 
could lower cracker run rates if they are unable to 
reflect feedstock costs in their ethylene sales and 
should downstream production slow down amid 
increased Chinese capacities.

The weak outlook for co-products propylene and 
butadiene that will also see an increase in Chinese 
domestic supply in 2020 could add to pressure on 
naphtha cracker operators to lower output.

Ethylene margins have become severely negative 
in late November and this combined with the slow 
progress in the discussions for 2020 term contracts 
led numerous producers to plan for, or consider 
to lower output in January.

Naphtha prices may draw support from the stricter 
IMO’s sulphur regulation on marine fuel next year.

Refiners will seek to maximise middle distillates 
production, which could cause gasoline supply to 
tighten. This may in turn pull more naphtha into 
gasoline blending pool and lessen the availability 
for petrochemical feed.

HEAVY CRACKER TURNAROUNDS IN SE Asia IN H1 
The balance in southeast Asia will be tighter in the 
first half of 2020 due to a heavy concentration of 
cracker turnarounds in that period.

Production will recover in the second half of the 
year, boosted by the start-up of PTT Global 
Chemical’s (PTTGC) naphtha cracker. The project 
with an ethylene capacity of 500,000 tonnes/year 
will turn the Thai company into a net seller.

An expected increase in import demand from 
Indonesia following a downstream expansion by 
the country’s sole producer Chandra Asri in 
October could be moderated by the weak 
performance of the PE market.

There will be more cracker turnarounds in Japan in 
2020 but scheduled capacity losses are significantly 
lower in South Korea.

South Korea’s Yeochun NCC (YNCC) will expand its 
No 2 cracker by 335,000 tonnes/year to 915,000 
tonnes/year in the fourth quarter of 2020.

The impact of the capacity expansion and the 
reduced scheduled capacity losses on the balance 
in Korea will be outweighed by a strong slate of 
downstream projects. n

Ethylene 
imports into 

China are 
expected to 
see a slight 
contraction 

in 2019, after 
four years in 
expansionary 

mode.
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The supply and demand balance in northeast Asia 
could tip in the favour of buyers with planned 
maintenance by producers in the region overall set to 
result in fewer production losses compared with 
2019. In addition, frequent spot buyers like Shanghai 
Huayi, Zhejiang Hongji and Fujian Meide are expected 
to have their respective propane dehydrogenation 
(PDH) units come on stream by H1 2020.

While the companies are not expected to stop 
buying import cargoes totally, their demand would 
decline significantly. With this double whammy 
hitting sellers, many may have to look to southeast 
Asia to sell their spot cargoes, assuming cracker 
operating rates remain the same as 2019.

Demand from southeast Asia could make up for 
potentially weaker demand in northeast Asia, at 
least for the first three quarters of 2020. New 
buyers from the region are expected to enter the 
market, in addition to the existing buyers.

South Korea’s Hyosung is set to start up its 
polypropylene (PP) unit in Vietnam by end 2019 or 
early 2020. PTT Global Chemical (PTTGC) in 
Thailand, is also expected to complete a 200,000 
tonne/year propylene oxide (PO) unit and a 
130,000 tonne/year polyols plant. 

Propylene markets could fare differently 
across Asia

Propylene import 
markets in 
northeast and 
southeast Asia 
could find 
themselves in 
varying fortunes 
in 2020. 
By Joson Ng

Average spot prices were never 
above $970/tonne CFR (cost & 
freight) NE (northeast) Asia this year

$970
tonne

While there is no confirmation when the units will 
start operations, sources said it is likely to be 
around mid-2020. With PTTGC’s new cracker - 
which has an ethylene capacity of 500,000 
tonnes/year and a propylene capacity of 261,000 
tonnes/year - starting up in Q4 2020, the 
company could find itself net-short and turn into 
a buyer, for a few months

In 2019, spot prices in northeast Asia were at a 
totally different level from 2018. Average spot 
prices were never above $970/tonne CFR (cost & 
freight) NE (northeast) Asia this year and the 
highest and lowest prices were about $140/tonne 
apart, indicating that spot propylene prices were 
relatively stable compared to prices for ethylene.

Price fluctuations were lower compared with 2018, 
although the market was more unpredictable as 
there were more price swings in 2019. n 
Additional reporting by Doris He

The supply and demand balance in 
northeast Asia could tip in the favour 
of buyers with planned maintenance 
by producers in the region overall set 
to result in fewer production losses 
compared with 2019
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Although there is relatively limited PE capacity 
expansion within SE Asia region, import PE supply is 
expected to increase year-on-year amid start-up delays 
in 2019 and a slew of new plants startups in 2020.

2019 expansions saw around 4.5m tonnes of additional 
PE volumes, mainly from the US, while 2020 will see 
approximately another 7.2m tonnes of linear low 
density polyethylene (LLDPE) and high density 
polyethylene (HDPE) grades.

Asia is leading the capacity expansions in 2020, with 
more than 4m tonnes of additional volumes, mostly for 
LLDPE and HDPE grades from China alone, a big jump 
from the mere 900,000 tonnes PE expansion in the 
country in 2019.

The other bulk of additional volumes will arise from 
emerging PE export regions such as Russia and Oman 
with around 1.5m tonnes/year and 880,000 tonnes/
year production capacity respectively, as there is no 
planned capacity additions from the US. 

SE Asia market has largely been weighed by bearish 
sentiment amid sluggish end product demand, which 
might continue to plague the market in 2020, as demand 
growth is unable to catch up to a surge in supply.

ICIS estimates demand growth for PE in SE Asia to 
average at around 5.5% in 2020, although prolonged 
uncertainty surrounding the China-US trade tension 
and rising environmental concerns on plastic waste 
might undermine the real demand.

Most converters might refrain from building up on 

Increasing import supply to bludgeon  
SE Asia PE market further

their inventories and opt to rely on their contract 
volumes for their immediate requirements should 
weak market condition persists in 2020.

Traders and stockists are also likely to adopt a 
cautious position and refrain from committing to big 
spot allocations, opting to hold on to minimum 
volumes and ready stock levels.

Southeast (SE) 
Asia polyethylene 
(PE) market is 
likely to remain 
under pressure  
in 2020 as 
demand growth 
continues to trail 
behind growing 
supply, as the 
market is further 
bludgeoned by 
additional global 
capacities. 
By Felita Widjaja

PE EXPANSIONS IN 2020
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SE Asian producers, particularly the naphtha based 
and non-integrated PE producers, are currently 
grappling with narrow to negative margins, amid 
weak PE market against relatively firm feedstock 
naphtha and ethylene costs. 

Import prices across all PE grades in southeast Asia 
hit new lows in 2019, the lowest levels seen since 
2008 economic crisis amid supply pressure, as the 
prevalence of US materials shakes major markets.

Offers for dutiable US origin PE cargoes, 
particularly for LLDPE and HDPE cargoes were 
consistently around $20-50/tonne lower as 
compared to other offers from regular Saudi, 
Middle East and Indian suppliers.

Dutiable HDPE prices largely softened throughout 
the year, converging and eventually falling below 
LLDPE prices in early December 2019.

The price gap between US and Middle East origin 
HDPE cargoes narrowed in recent months amid 
increasing sales pressure, with some Middle East 
producers matching the prices of US-origin cargoes.

Vietnam market is fast becoming the biggest import 
market in Asia, apart from China and Indonesia, due 
to its zero duty policy for PE imports.

PE prices in Vietnam remain significantly lower as 
compared to other southeast Asian regions in 2019, 
particularly for LDPE and HDPE film.

For LLDPE, weak demand and competitive  
local prices, particularly in Indonesia, curbed 
import demand and suppressed import prices  
for non-dutiable southeast Asian cargoes.

The price gap between dutiable and non- 
dutiable LLDPE cargoes narrowed to a mere  
$25/tonne CFR SE Asia while that for HDPE film 
remains relatively wide at $80/tonne, ICIS data 
showed on 6 December 2019.

The typical price gap between dutiable and  
non-dutiable PE cargoes in SE Asia normally  
reflects the import duties involved for the respective  
grades but has not been the case in recent years. 

Some naphtha-based producers in SE Asia  
might reduce their overall operating rates  
further amid squeezed margins should  
feedstock naphtha and ethylene costs remains  
firm in 2020.

Overall outlook for 2020 remains cautious with  
some risk of further downtrend across PE grades  
as increasing supply pressure in a saturated  
market might weigh down on sentiment and curb 
demand further. n
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Sluggishness was the 
dominant theme of 
2019, with a fragile 
economic climate 
leaving demand for 
polymers in the 
doldrums for much of 
the year.

While the traditional 
seasonality of the 
market still exists,  
some suppliers noted 
that even for months 
when demand 
characteristically peaks, 
sales order intake has 
been below 
expectations.

The average 2019 year-to-date all-origins PP flat 
yarn prices in southeast Asia are more than $170/
tonne lower in comparison to that of 2018, 
according to ICIS pricing data. 

Converters have also adjusted their replenishment 
patterns in order to cope with the unpredictable 
flaring of trade tensions.

Some have shortened procurement cycles, opting 
to procure smaller volumes more frequently, in 
order to keep inventory levels as lean as possible.

There is some expectation that the spot market is 
likely to stabilize at the beginning of next year, in the 
wake of steady price erosion throughout 2019.

Spreads with upstream feedstock monomer and 
naphtha values have narrowed significantly over the 

Low volatility to greet Asia’s PP market  
in early 2020

The new decade 
looks set to kick 
off to a slow  
start for Asia’s 
polypropylene 
(PP) market, 
though fresh 
capacities in 
southeast Asia 
could lengthen 
supply from the 
second quarter 
onwards.
By Leanne Tan

past months, leading some market players to posit 
that prices have limited room for any significant 
declines in the near term. 

PP demand next year is expected to mirror 
conditions in 2019, with cautious buying projected to 
remain the norm given general uncertainty over 
global economic growth.

Some buyers are mulling the possibility of reducing 
contractual volumes in the new year, and increasing 
the percentage of spot volume purchases 
month-to-month.

“With up-coming expansions taking place, supply is 
plentiful. It is highly unlikely that we will face issues 

$/
to

nn
e

FEEDSTOCK SPREAD – PROPYLENE AND PP SE ASIA

Source: ICIS

0

100

200

300

400

500

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

800

900

1,000

1,100

1,200

1,300

1,400

Dec 2019 Jan 2018

PP FLAT YARN PRICES IN CHINA AND SE ASIA (2018-2019 YTD)

n  PP Flat Yarn (Raffia) CFR China 
n  PP Flat Yarn (Raffia) CFR SE Asia

Source: ICIS

$/
to

nn
e

The average 2019 year-to-date 
all-origins PP flat yarn prices  
in southeast Asia are more than 
$170/tonne lower in comparison 
to that of 2018, according to  
ICIS pricing data

 $170 
tonne

Lower incentive for 
integrated PP producers to 
sell propylene instead of 
producing PP

Higher incentive for integrated 
PP producers to sell propylene 
instead of producing PP

     PP CFR Asia SE-Propylene CFR SE Asia
     Threshold Line

back to contents ➔



GLOBAL OUTLOOK 2020 – ASIA

securing spot requirements,” a buyer based in 
Indonesia noted.

“Hence, there is no reason to commit ourselves to 
large month-on-month contractual volumes,” the 
buyer added.

Low stock positions of some converters and end-
users in Thailand and Indonesia could suggest a 
wave of replenishment activity may take place in the 
coming month.

Beyond January 2020, how southeast Asian demand 
fares hinges heavily on how the Chinese market 
reopens after the Lunar New Year.

While PP availability remains ample relative to 
demand, supply is not as long in comparison to the 
polyethylene (PE) market. Consequently, PP prices 
are unlikely to hit lows that the PE market saw in 
2019.

Moreover, market players are cautiously optimistic 
that PP demand for some grades will remain healthy 
in comparison to polyethylene (PE) grades, as the 
majority of single-use plastics that government 
legislature has been focused on curbing the use of is 
mainly for downstream PE finished products.

The outlook for the block copolymer remains bleaker 
relative to that of the homopolymer market.

Block copolymer dutiable spot prices in southeast Asia 
fell below that of homopolymer flat yarn earlier in the 
third quarter of 2019. The last time block copolymer 
registered lower prices than flat yarn was over six 
years ago in January 2013.

Availability of competitively-priced South Korean origin 
block copolymer cargoes weighed heavily on 
sentiment for general purpose block grades.

Regional producers in southeast Asia had little option 
but to make significant downward adjustments to 
their offers in order to stay competitive.

Sentiment for block copolymer is unlikely to see any 
major improvements in the near term, given that a 
persistently weak automotive industry - a major 
downstream sector for block copolymer - in China 
and many SE Asian countries will likely continue to 
weigh on demand.

South Korea’s PP exports to southeast Asia will 
continue to grow in the new year, with producers 
there seeking out alternative export markets, as 
China continues to inch toward PP self-sufficiency. n

PP demand 
next year  

is expected  
to mirror 

conditions in 
2019, with 

cautious buying 
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In 2019, prices of multi-purpose PVC to China were 
initially supported in the first quarter on an initial 
recovery in demand after the Lunar New Year in 
early February.

But the uptrend could not be sustained, as market 
sentiment in China remained weighed by the 
ongoing US-China trade war.

Prices rebounded in mid-2019 on supply tightness 
amid turnarounds in northeast Asia. This trend 
soon reversed in September, when currency 
fluctuations and ample deep-sea spot availability 
weighed on Chinese buyers' sentiment.

Asia PVC market to see support from 
China amid shifting trade flows

The downtrend continued into the winter season, 
when China's demand typically goes into a lull. 

Economic deceleration caused by the ongoing US-China 
trade war weighed on spot demand for PVC in China.

China’s PVC imports in the first three quarters of 
2019 dropped by 5.2% when compared to the same 
period last year, according to the ICIS Supply and 
Demand database. 

Looking into early 2020, recent policy changes in 
China’s anti-dumping duties (ADDs) are also likely to 
affect regional trade flows for PVC.

Asia’s polyvinyl 
chloride (PVC) 
market is 
expected to  
see support  
from China  
amid changing 
trade flows.
By Jonathan Chou

ASIA PVC PRICE HISTORY
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China's ADDs against material from Taiwan, Japan, 
South Korean and US material were removed in 
late September 2019.

Import taxes remain in effect and are listed below.

Producers from northeast Asia are subsequently 
keen to make headway into China.

China’s domestic prices of both carbide-based and 
ethylene-based prices have been supported on 
tight supply amid stricter environmental and safety 
controls affecting production rates in the country.

Traders have subsequently started to see more 
spot demand from China, with sales for recent 
January-loading offers brisk despite a shortened 
work month in January.

The Lunar New Year falls on 25 January 2020, with 
China on holiday for a full week.

Tariffs of 10% on US PVC into China were also 
suspended amid a new trade truce between the 
two countries, lifting market sentiment.

Deep-sea supply from the US is therefore expected 
to remain available in Asia.

In the long term, US producers taking advantage  
of their low cost production due to cheap ethane-
based feedstock ethylene could pose a real 
challenge for domestic producers in China, said 
Lina Xu, analyst at ICIS Data and Analytics.

“It is likely that we could see an industry shift 
taking place once more in China where small scale 
non-integrated plants and suppliers may be 
pushed out of the market,” added Xu.

Some production issues may also affect supply, 
with a major northeast Asian producer 
experiencing production disruptions in early 
December 2019.

Another plant in Japan will be undergoing a two-
month long turnaround from March 2020.

With producers managing their inventories, spot 
supply from northeast Asia is subsequently 
expected to be slightly tighter in the near term.

This may be balanced by an expansion at a South 
Korean producer’s 150,000 tonne/year PVC plant in 
Yeosu, which is expected to start up in January 
2020, according to market sources.

Developments in India are also expected to play a 
key role in Asia’s PVC market in 2020.

India removed ADDs on PVC material from all 
origins except the US and China in mid-2019, 
prompting strong competition for market share in 
the world’s largest import market.

Supply in India has since remained ample amid 
deep-sea availability, and price competition is 
expected to remain stiff in the country.

Any further thawing in trade tensions between 
China and the US would further buoy market 
sentiments in Asia. n

PVC IMPORTS INTO CHINA

China’s PVC imports in the  
first three quarters of 2019 
dropped by 5.2% when 
compared to the same period 
last year, according to the ICIS 
Supply and Demand database
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As with many products, a raft of new refineries and 
crackers in Asia - especially in China - is something 
that all market players are looking at. 

More than 2.5m tonnes of extra benzene capacity 
is anticipated in 2020 on a prorated basis, and 
despite 2m-plus tonnes of new demand also on 
the horizon, additional benzene produced in 2019 
is likely to keep the global market long. 

Brunei Hengyi started commercial operations in 
November, and China’s Zhejiang Petrochemical is 
expected to produce aromatics by the end of 
December 2019. 

The Petronas Pengerang Integrated Complex  
in Malaysia has not produced any market 
specification benzene yet, but sources suggest  
that the project will achieve stable operations  
next year. 

On a macroeconomic level, global gross  
domestic product (GDP) is forecast at 1.0% in  
2020, and as a result, benzene demand is  
likely to see growth in the low single digits. 

This is mirrored in the ICIS forecast for 
Europe, and based on increased 

cumene production, expectations of  
a recovery in the methylene diphenyl 
diisocyanate (MDI) market and  
new capacity. 

New derivative demand is unlikely to have  
fully absorbed all of this additional benzene 
supply until sometime in 2021, when another 
tranche of styrene capacity is expected. 

No significant change in supply is 
anticipated  
in Europe, but a prolonged period of 
price volatility is expected due to 
limited liquidity in the market. 

Global inventories are high, and 
demand is sluggish. Trade activity in 
2019 was thin, the majority 

European benzene to remain structurally 
long on new global capacity 

of transactions were done on a contractual basis 
and there were fewer traders in the market. 

Prices were more volatile than in 2018, when 
values did not largely deviate from the $900/
tonne CIF (cost, insurance & freight) ARA 
(Amsterdam, Rotterdam, Antwerp) mark. 

Prices during 2019 failed to reach the average 
levels seen in 2018, and it was not until August 
that values reached levels seen in the previous 
year. This peak preceded a sharp descent  
in September, but there was a resurgence  
late in the year when prices hit the $700/
tonne mark. 

Prices came under pressure mainly due  
to oversupply and fluctuated according to  
crude prices.

What happened and is currently happening in  
the crude oil market is having an impact on 
benzene pricing. 

At the time of writing, major banks had revised 
their Brent forecasts for 2020, suggesting that 
expected OPEC cuts in production should help to 
support prices at a higher level than previously 
expected.

Market participants have been encouraged  
to buy with greater conviction, citing deeper  
OPEC cuts which were agreed in Vienna early  
in December 2019. OPEC and participating 
nations agreed to strip an additional 500,000 

bbl/day throughout 2020. 

The reduction, which comes on top  
of OPEC’s previous cut of 1.2m bbl/
day, will represent up to 1.7% of 
global oil production. 

With the further compliance from 
other members, the total erosion  

2m
2m-plus tonnes of  
new demand also on  
the horizon, additional 
benzene produced in 
2019 is likely to keep  
the global market long

2020 should also see a  
return to growth for global 

automotive production, with 
expansion in most regions

GLOBAL OUTLOOK 2020 – EUROPE

The European 
benzene  
market is likely 
to remain 
structurally long 
through 2020, 
predominantly 
on new capacity, 
and in Q1 on 
local production 
and imports. 
By Helena 
Strathearn
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to oil output could be nearer 2.1mbbl/day. 

The US-China trade dispute and generally weak 
expectations in many downstream markets is likely 
to weigh on benzene sentiment well into 2020. 

There may be some seasonal restocking early in 
the new year, but the effect is likely to be more 
limited than in previous years due to the ongoing 
length in the global market. 

End-use sectors are likely to see marginal  
growth, according to Oxford Economics. Motor 
vehicle registration in the EU is set to grow by  
1.6% in 2020, after sharp declines over the last 
four quarters. 

2020 should also see a return to growth for  
global automotive production, with expansion  
in most regions – albeit at historically lower rates. 

The US is threatening a 25% tariff on 
global manufacturers, including those in 

the EU and Asia, if they do not put more 
production into North America. 

In a similar vein, China has slapped tariffs on US 
cars, which may increase if the trade war escalates. 

Environmental concerns have hurt consumer 
sentiment, including the recent diesel scandal, 
 as well as new air quality legislation in cities  
across the world. The increase in electric vehicle 

use will result in structural changes to chemicals 
demand as they require a different mix of 
materials. 

Strong construction growth is expected in  
the emerging markets in 2020, with some  
recovery in the US, but a slowdown in Europe. 

Chinese construction is at risk of an investment 
slowdown if financing is restricted. As a whole, 
2020 should see a slight rise in growth. 

Trade tensions between the US and China  
are focused on electronic products exported  
to the US. In addition, Japan has placed a 
restriction on South Korean exports. 

Manufacturers continue to look for alternative 
production sites outside of China. Demand is  
weak in areas such as smartphones and PCs  
and the outlook for electricals and white goods  
is equally unsure with tariff risks high. 

Electrical and electronics production should  
see growth in 2020, albeit at much lower levels 
than the numbers seen in 2018. n

2.5mMore than 2.5m 
tonnes of extra 
benzene capacity is 
anticipated in 2020

Source: ICIS Source: Oxford Economics
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BENZENE DERIVATIVES CAPACITY BALANCE 
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There are approximately seven new styrene 
facilities starting up in 2020, all in China and each 
with much larger nameplate capacity than the 
plants that came onstream in 2019. 

Perhaps most notably, is Zhejiang Petrochemical’s 
1,200,000 tonne/year ‘mega plant’ facility that is due 
to start up in the first quarter. 

Another four plants are due to start in 2021, and a 
further two are due to start in 2022, all in China. 

Petroquimica Innova in Brazil, Shengten 
Technology Group in China, and Sinopec-SK 
Wuhan, also in China were 2019 start ups with 
relatively small nameplate capacities of 160,000; 
80,000 and 27,000 tonnes/year respectively. 

Chinese additional demand growth accounts for 
54% of total demand growth, according to ICIS 
Supply and Demand data. 

There is limited demand growth outside of 
Asia, and declining demand in North America. 

It is likely there will be increasing 
competition between exporting countries 
to place product outside of China. 

Asia key in Europe styrene outlook, as 
China strives for self-sufficiency

When one considers 
the Europe styrene 
market in 2020, one 
inevitably looks to 
Asia where new 
capacities are due 
to come onstream 
– as China strives 
for self-sufficiency, 
changing global 
trade flows. 
Helena Strathearn

It is clear to see what a landmark year 2020 will be 
for additional styrene capacity, with around 
3.8m tonnes of additional annual nameplate 
capacity addted to the slate. 

Europe will continue to see a swathe of imports 
arriving from the US, and work with adjusted trade 
flows after China imposed anti-dumping duties (ADD) 
on US material of between 13.7-55.7% in mid-2018 
for five years. 

The duties resulted in imports from the US coming to 
Europe instead. While exports have gone from 
Europe to China, they have not balanced the 
European market. 

With European demand prospects lacking and new 
capacity scheduled in China, it leaves many asking: 
Where will all the product go; and what effect will this 
have on margins? 

There is limited demand 
growth outside of Asia, 
and declining demand in 
North America

1.0% Gross domestic 
product (GDP) is 
forecast at 1.0% 
growth for 2020 
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ADDITIONAL GLOBAL EFFECTIVE STYRENE CAPACITIES

Source: ICIS

GLOBAL STYRENE DEMAND GROWTH

n  2019 start up  n  2020 start up  n  2021start up  n  2022 start up
n Total  n Increase  n  Decrease

This flow will not be sustainable as China is  
moving towards styrene self-sufficiency.

And margins remain a grave concern as the  
spread between benzene and styrene has  
thinned in 2019.

The spread between the two products provides a 
gauge to the profitability of styrene production, 
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with a wider spread suggesting healthier margins 
for producers and a narrower spread indicating 
compressed margins. 

Styrene prices fell to a near five year low in 
November, with prices that had last registered this 
low in January 2015.

Any planned maintenance turnarounds in  
Europe should not put significant pressure on 
supply. Outages in 2019 went fairly smoothly,  
but delays that did occur had little overall impact  
on availability.

Demand struggled in 2019 on macroeconomic 
fragility and the outlook for 2020 is flat to slightly up, 
despite uncertainty and restrictions on 
 ‘single-use plastics’. 

Gross domestic product (GDP) is forecast at 1.0% 
growth for 2020. 

Key end-use sectors such as automotive, 
construction and electrical and electronics 
are likely to see marginal growth. The new 
year should see a slight rise in construction 
growth globally, but a slowdown in Europe.

A poorly performing and well supplied 
derivative polystyrene (PS) market could 
rebalance on Total’s closure of its 110,000 
tonne/year PS plant in El Prat, Spain this year; 
and by the first quarter of 2020, INEOS Styrolution 

is to begin acrylonitrile butadiene styrene (ABS) 
production in Wingles, France by converting one of 
the PS lines there.

Trade tensions between China and the US will 
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There will be a surcharge on barge 
transport, but beyond that players 
remain more focused on the  
overall demand for product in an 
increasingly oversupplied market 

Source: ICIS Source: ICIS
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continue to play a huge part in market performance.

The impact of new International Maritime 
Organization (IMO) 2020 regulations - 
demanding shipping emissions drop to 
below 0.5% sulphur content – seems to be 
only a minor talking point in the styrene 
industry.

There will be a surcharge on barge 
transport, but beyond that players  

remain more focused on the overall  
demand for product in an increasingly 

oversupplied market. n 
Additional reporting by Moritz Lank

 

200

400

600

800

1,000

Oct 19Aug 19Jun 19Apr 19Jan 19

n  Styrene FOB Rotterdam
n  Benzene CIF ARA  
n  Styrene FOB Rotterdam 

- Benzene CIF ARA spread

 

500

700

900

1,100

Oct 19Aug 19May 19Feb 19

n  Benzene CIF ARA  
n  Styrene FOB Rotterdam 

back to contents ➔



iv

From August to December European acetone prices 
rebounded around 27%, echoing a massive 81% 
climb in Asia acetone prices in the second half  
of the year. 

Climbing Asian acetone prices closed the arbitrage 
for imported Asian material into Europe, reducing 
availability and supporting a climb in European 
spot acetone prices through the second half  
of 2019. 

A quick look at ICIS pricing data going back to  
2000 also shows European spot acetone prices 
have spent relatively little time below the €500/
tonne mark. 

Short-term relief for Europe phenol, 
acetone but oversupply set to persist

recoup margins and reduce the subsidy burden 
on phenol. 

Automotive recovery? 
Phenol and acetone are expected to see  
mixed results in 2020 from the construction  
and automotive sectors in Europe, both major 
outlets for downstream products including  
epoxy resins, bisphenol-A (BPA) and methyl 
methacrylate (MMA). 

While resilient demand was seen in the 
construction sector in 2019, that may diminish  
in 2020, according to Rhian O’Connor, lead  
analyst, market demand analytics at ICIS. 

In Europe, construction performed particularly  
well in 2019 in France, Hungary and Slovakia,  
but poorly in Spain, Sweden and Romania. While 
globally construction is expected to improve in 

Europe’s acetone demand is  
still significantly below the 
region’s 1.6m tonnes/year  
output capacity, so the latest 
recovery of acetone prices is 
somewhat precarious

GLOBAL OUTLOOK 2020 – EUROPE

For phenol and 
acetone, there 
may be some 
reason to be 
optimistic about 
the coming  
year, at least  
if the last few 
months of 2019 
are anything  
to go by.
By Fergus Jensen

From August to December 
European acetone prices 
rebounded around 27%, 
echoing a massive 81% climb  
in Asia acetone prices in the 
second half of the year

81%

Acetone producers currently subsidise sales with 
those of coproduct phenol. 

Thus, since Europe’s spot acetone prices have 
been recovering from the more-than three-year-
low hit in May, it has helped producers to 

Source: ICIS Supply and Demand Source: ACEA

EU CAR PASSENGER REGISTRATIONS RETURN TO GROWTH
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EUROPE ACETONE IMPORTS VS EXPORTS 

n  Exports  n  Imports  n  Net Trade n  2019  n  2018  n  Change 

-50

0

50

100

150

200

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 1,000,000

1,100,000

1,200,000

1,300,000

1,400,000

1,500,000

1,600,000

1,700,000

1,800,000

-10

-5

0

5

10

15

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

back to contents ➔



5,500

6,000

6,500

7,000

7,500

8,000

8,500

79

80

81

82

83

84

85

86

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 20241,300

1,350

1,400

1,450

1,500

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

8.5m tonnes in 2020 from under 8m tonnes  
at present. 

There are concerns that future growth in BPA 
demand will renew the acetone oversupply 
problems. 

“If BPA starts pulling really hard again then the 
acetone problem kicks in,” a Europe-based phenol 
and acetone producer said. n 

Source: ICIS Source: ICIS
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EUROPE ACETONE OUTPUT, DEMAND DEPRESSED 
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“If BPA starts 
pulling really 

hard again then 
the acetone 

problem  
kicks in”

Europe-based 
phenol and acetone 

producer

Global BPA capacity is expected 
to climb to nearly 8.5m tonnes 
in 2020 from under 8m tonnes 
at present

8.5m
2020, particularly in emerging markets, a 
slowdown is anticipated in Europe, O’Connor said. 

Global automotive production was in the  
doldrums throughout 2019, heavily impacting 
demand for both phenol and acetone. “[2020] 
should see a return to growth with expansion in 
most regions – albeit at historically lower rates,” 
O’Connor said. 

Those changes may already have begun, as car 
registrations in Europe swung into growth in 
September and October, according to data from 
the European Automobile Manufacturers’ 
Association (ACEA). 

Imbalance 
Downstream, one of the biggest demand outlets 
for both phenol and acetone is BPA, used to make 
polycarbonate plastics and epoxy resins. 

For every tonne of acetone produced, 
approximately 1.62 tonnes of phenol is produced, 
but every tonne of BPA produced needs twice as 
much phenol as acetone. 

While the phenol and acetone imbalance has been 
around for some time, the recent growth of BPA 
demand – about 16% over the last five years – has 
exacerbated it.

Global BPA capacity is expected to climb to nearly 

n  Production  n  Consumption  n  Capacity  n  Utilisation (%)
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Recent events in the US have shown the outlook 
can change quite a bit from one day to the next. 

The 2020 picture was looking quite gloomy 
particularly for European producers who have 
enjoyed healthy export opportunities to Asia and 
the US in recent years. New capacity had been 
added in Europe in 2014-2015 primarily with 
exports in mind, leaving Europe structurally 
oversupplied but in a prime position to satisfy 
demand from Asia, as well as the US. 

As the other regions have gradually moved to 
become more self-sufficient, players did expect a 
shift in European sellers’ focus but thought 2019 
would still be a reasonably positive year for 
Europe, not least as a heavy turnaround schedule 
on crackers and BD units would be supportive. 

2019 worse than expected 
As is known by now, 2019 has panned out to be  
a worse year than most had expected especially  
tin terms of demand. The US-China trade tensions 
dragged on, and there has been a raft of 
increasingly worsening macroeconomic data.

The automotive sector took a specific hit this year 
too, putting spot and contract prices 
under downwards pressure in spite 
of all the planned and unplanned 
production issues seen in the market. 

For 2019, players said the focus would 
be on managing supply constraints 
amid a great deal of uncertainty over 
downstream demand. 

For 2020, uncertainty over demand 
levels continues to loom large, and it 
is more about managing supply 
length. Domestic consumers had said 
even in 2018 that they would expect  
to be reducing their contract volumes 
from 2020 because they anticipate 
improving availability. 

Europe BD sentiment bearish on new 
capacities, demand uncertainty

This appears to be the case; some have reduced 
volumes, others have asked for greater flexibility 
between minimum and maximum volumes, the 
debate over which had caused the finalisation of 
some contracts to be delayed. 

Domestic derivative producers hope for an 
improved year in terms of demand but feel better 
equipped from an upstream point of view to deal 
with the uncertainties. They expect improved 
availability and with that more competitive pricing. 

Shift in trade flows, at expense of Europe 
volumes 
BD trade flows in 2020 will show the shift in  
global supply and demand. According to ICIS  
data, Europe exported about 348,000 tonnes of  
BD in 2018 but in 2019 this will have reduced to 
312,000 tonnes with most of the reduction being 
seen in Asia.

For 2020 European exports are forecast to slip to 
200,000 tonnes, with reductions seen from the US 
as well as Asia. 

Added uncertainty in US  
The situation in the US is a bit more hazy now 

following the explosion, fires and 
subsequent outage at US producer 
TPC’s Port Neches, Texas facility on 
27 November. Sources speculate on 
the impact as while there 
is sufficient unused BD production 
capacity in the US to take up the 
slack, there are logistics and 
specification issues with regard to 
the crude C4 feedstock. Adding in 
the difficulties predicting demand, it 
could be business as usual or more 
of a window of opportunity for 
Europe. 

2020 TARs, potential cracker cutbacks key 
Europe’s cracker maintenance slate for 2020 is 
described as being typical and certainly 
unlike 2019’s heavy period in the spring. Planned 
BD unit maintenance itself in 2020 should be 
slightly lower than was scheduled for 2019. 

Perhaps more importantly though, is the potential 
for European cracker operating rates to be cut 
back depending on European ethylene 
performance as new US ethylene, polyethylene 
(PE) capacities continue to come onstream, and a 
new ethylene export terminal which will 
significantly upscale the export potential, begins 
operations in December 2019. 

GLOBAL OUTLOOK 2020 – EUROPE

200,000
For 2020 European exports are 
forecast to slip to 200,000 tonnes

New capacity had been added 
in Europe in 2014-2015 

primarily with exports in mind, 
leaving Europe structurally 
oversupplied but in a prime 
position to satisfy demand 
from Asia, as well as the US

New butadiene 
(BD) capacities  
in Asia and in the 
US and ongoing 
uncertainties 
regarding the 
strength of global 
demand worry 
players in the 
European BD 
market. 
By Nel Weddle
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Operating rate cutbacks, plus changes on 
feedstock slates to add flexibility will 
affect output of cracker by-products like 
BD, countering lengthy supply, 
supporting pricing. 

Few positives on demand side 
A few players are of the opinion that the 
shifts in the automotive sector have 
done their worst, and some players  
are budgeting for a small reduction – around 1% in 
demand from the auto sector. 

Major European BD consumer 
Butachimie was back from its 
maintenance and technology upgrade 
downtime a little sooner 
than expected in December 
and will be expecting to 
ramp up operations 
through the first quarter. 

All in all, players expect a 
slow start to the year. The 
outlook is a bit less 
pessimistic, at least for 
European producers, 
following the TPC incident, 
but sentiment is still fairly 
bearish as an improvement in demand through 
the value chain – a resolution to the US-China 
trade talks would do it – is what is really desired. 

“It’s an abyss going forward, we just don’t see 
what’s coming,” a source said. n

1%Some players are 
budgeting for a small 
reduction – around  
1% in demand from  
the auto sector
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“It’s an  
abyss going 
forward,  
we just don’t 
see what’s 
coming”

EUROPE BD SPOT & CONTRACT IN 2019

GLOBAL OUTLOOK 2020 – EUROPE
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2019 below expectations 
As we all know by now, 2019 fell extraordinarily short 
of all the predictions that had been made in the 
previous year. 

Supply was not tight throughout 2019, despite 
the much talked about heavy cracker turnaround 
slate as well as a raft of unplanned outages and 
issues at other crackers. Even the key crunch point, 
where the downtime at two of Europe’s largest 
crackers coincided and then one had a delayed 
restart, failed to elicit any more than a contract 
reference price (CP) flat for spot volumes. Discounts 
against the prevailing CP were common, and high 
double-digit discounts were especially common in 
the fourth quarter, too. 

Demand was below expectations. Ethylene demand, 
whether from the polymer or non-polymer sector, 
fared better than propylene, where consumption 
into the non-polymer propylene derivatives was 
additionally hit hard by reduced competitiveness on 
global markets, due to higher priced costs in Europe 
versus the rest of the world. 

On the whole, ethylene supply and demand was 
better balanced than that seen for 
propylene in 2019, but neither market 
experienced the real tightness that had 
been feared by some players. 

Expectations lowered for 2020 
Given that 2019 did not pan out as 
expected, expectations for the year ahead 
have been lowered. The onus will be on 
managing supply and cracker operations to support 

Tough year for Europe ethylene, 
propylene ahead

GLOBAL OUTLOOK 2020 – EUROPE

the European markets which are likely to be 
impacted and disrupted by the following: 

Increasing ethylene, polyethylene capacities
9.5m tonnes of new ethylene production capacity will 
have come on stream in the US between 2017-2020, 
and a second wave of startups is due from the end of 
2020 through to 2024. About 4.3m tonnes of 
additional ethylene is set for start-up in 2020 in Asia. 

New us ethylene export terminal, open access 
to global market
The Enterprise 
Products Partners and 
Navigator Gas joint 
venture ethylene 
export terminal based 
at Morgan’s Point in the 
US, was due to load its 
first export cargo in the 
second half of 
December 2019. 

The terminal which has 
the capacity to load 
1m tonnes/year of 
ethylene will run at 
about 60%, according 
to sources, until some 
refrigerated storage is 
completed later in 
2020. Ethylene will load 
much faster than from 
the current sole US ethylene export terminal – Targa 
– therefore US ethylene export capability will be 
vastly improved. 

Europe competitive landscape trickier to 
manage, to put pressure on cracker utilisation 
rates 
Expected disruption - either directly through 
competitively priced ethylene exports to Europe, or 
indirectly through sheer weight of PE availability at 
home or in Europe’s traditional export markets - is 
high and tends to end in speculation over cracker 
operating rate cuts or even definitive closures. 

Given that 
2019 did not 
pan out as 
expected, 
expectations 
for the year 
ahead have 
been lowered

4.3mAbout 4.3m tonnes  
of additional ethylene 
is set for start-up in 
2020 in Asia

“All the balls are 
in the air, we just 
don’t know 
where they will 
fall,” is a very apt 
description of the 
uncertainty and 
insecurities 
facing ethylene 
and propylene 
producers and 
consumers both 
home and abroad 
in 2020.
By Nel Weddle

ICIS Live Disruption Tracker: 
Impact View
Keep a close eye on disruptions and 
outages at European crackers and 
understand the impact on the prices. 

Save time gathering data from the market 
with 24/7 shutdown intelligence provided 
by over 180 global editors. 

SPOT NEW BUSINESS OPPORTUNITIES➔
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“It will be a tough year for some, 
but we have dealt with it before”However, possible rate reductions on crackers to 

balance ethylene as well as the increasing tendency 
to cracker lighter feedstocks, could see the propylene 
market make a reverse turn in 2020 - albeit after a 
slow start as inventories hanging over the year 
end get worked through. 

This is because consumers have 
generally opted for more spot 
exposure versus contract having 
seen the length in 2019 – cracker 
cuts and unplanned issues 
could prove problematic if 
demand ends up being better 
than expected. 

The 2020 scheduled cracker 
turnaround slate is described 
as that for a typical year, 
certainly less heavy and 
concentrated as it was in the 
spring of 2019. 

There could be some support 
from Asia, which will see a heavy 
turnaround schedule in 2020, but 
at best this may just offset the new 
additional capacities.

An impact from new global capacities 
was always anticipated in Europe. It 

was expected in 2018, but did 
not happen.

Then it was also anticipated 
in 2019. Now, however, 
the demand scenario is 
more complicated. 

“It will be a tough year 
for some, but we have 
dealt with it before,” an 
integrated player said. 

“[It will be a] very 
difficult year in 2020,” an 

olefins producer said. 

“The pressure will 
be high, everyone needs to 

accept margins won’t be at the 
highs we have enjoyed” it added. n
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HDPE/LLDPE 
Johor, Malaysia

In 2019, an extra 6.5 million tonnes/year of  
PE capacity was due from the US, or 41% of  
US capacity, and this is expected to increase to 
12.1 million tonnes/year by 2022. 

Trade flows have shifted, as new capacity  
arrives, and the China/US trader war intensifies, 
and much of this material is looking for a home. 

The US is the largest investor in PE capacity,  
as shale-based ethylene becomes available, but  
it is not the only one, with a huge project coming 
online from ZapSib in Tobolsk, Russia, and 
Petronas’s Rapid project also starting at the end  
of 2019. Chinese PE production is also coming  
on stream, with Zhejiang Petrochemical adding 
750,000 tonnes/year PE to the mix, and Orpic 
following in Oman in 2020. 

European speculation 
European PE producers prepare to face more 
imports in 2020, and there are questions over  
the viability of the European industry. There is 
speculation over how Europe is going to cope  
with the PE surplus. 

The 25% duty added onto US PE into 
China, more US material than was 
initially expected has been offered to 

PE to remain in oversupply as global 
capacity increases

Circular economy 
pressure cannot be 
ignored in the PE industry 
in Europe, but in 2020 we 
will still see a significant 
lack of recycled PE

RECENT AND UPCOMING POLYETHYLENE CAPACITIES

European 
polyethylene (PE) 
has been in the 
grip of a new 
swathe of 
imports –mainly 
from the US- at 
the end of 2019, 
and the impact of 
the new plants, 
and more to 
come, is expected 
to also resonate 
throughout 2020
Linda Naylor
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6.5m
An extra 6.5m tonnes/
year of PE capacity  
was due from the  
US, and is expected 
to increase to 12.1m 
tonnes/year by 2022
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Europe, and at the end of 2019 very low spot 
prices were circulating. Not all converters 
could take this material, as approvals for 
applications such as those that have 
contact with food are stringent and 
take time. 

Better margins 
Of course, the European industry 
has differentiated to a great 
extent, initially because of the 
last swathe of new gas-based 
capacity that came on stream in 
the Middle East several years 
ago, forcing producers to think 
hard about how to face that 
onslaught, and new positions have 
been forged, with better margins 
than any commodity-based product 
could expect to make. 

But low-end sellers, and some traders, might 
find 2020 difficult. 

There have been whispers of resorting to 
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safeguard measures against US imports, to 
support the European PE industry, but so far 
nothing has been proposed. 

First export cargo 
In the upstream ethylene market, the new  
ethylene export terminal at Morgan’s Point in  
the US is due to load its first export cargo in 
December 2019, and ethylene export capacity  
will be greatly improved. 

Circular economy pressure cannot be ignored in 
the PE industry in Europe, and while 2020 will still 
see a significant lack of recycled PE available to 
make too much of a dent in virgin PE demand, 
legislation means that this pressure will continue 
and intensify. 

Most sources expect a difficult 2020, as the cycle 
continues at what many sources think will be the 
bottom. How long can net PE prices continue to 
trade below the ethylene contract, is one question 
they pose. n

A two-tier market  
has emerged,  

but once 
approvals are  
set in place,  
a process which 
takes several 
months, this 
will change, 
leaving the door 

open for more 
converters to  

use imports
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Europe PET to be tested by sustainability 
amid economic turmoil and oversupply

If we start with 
sustainability and the 
global quest to achieve a 
circular economy, the 
writing is already on the 
wall. At least if PET’s poor 
image when bundled 
together with other plastics 
is anything to go by.

The misinformation 
surrounding the 
recyclability of PET, and in 
many countries - poor 
collection rates - are tough 
areas to combat.

Alternative materials to 
plastics are often heavier, 
and the potential consequences of replacing PET with 
say glass, could be environmentally disastrous.

Trade groups are opposed to the Italian government’s 
proposed €1,000/tonne tax on plastic packaging. Italy 
is the EU’s second biggest producer of plastics 
products after Germany. The lobbyists and sources in 
the PET market claim that such a tax would have a 
hugely negative impact on the country’s economy.

Amid the green backlash, customers and producers 
alike are exploring ways of operating in a more 
environmentally friendly way.

Choosing what  
is most likely to 
test the virgin 
polyethylene 
terephthalate 
(PET) industry  
in Europe may 
lead to a 
resounding “War 
on Plastic!”, but 
the challenges 
are many and 
overcoming them 
will not be easy. 

By Caroline Murray

MEG-PX-PET PRICE HISTORY
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Where European producers are concerned, 
mechanical recycling has been a focus. They  
may even benefit from customers choosing to  
buy virgin PET locally in order to reduce their 
carbon footprint.

While it is all well and good to talk about mechanical 
and even chemical recycling in order to tackle the 
sustainability issue, they are investments that cannot 
be achieved unless margins improve.

“We have reached the end of the cycle with the 
polyester chain at zero margins from oil to MEG 

EUROPE PET PLANTS

n Capacity
n Company
n Site Source: ICIS
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[monoethylene glycol] and PET. Margins are below 
variable costs and it is not sustainable,” a source said.

Something has to give
In 2020, the expected growth in demand in Europe 
is 2%, according to ICIS. In theory, however, 
demand for virgin PET will drop in the next five 
years, as it becomes law for PET bottles to contain 
25% recycled material by 2025, and 30% in all 
plastic bottles by 2030.

Moving towards 2025, we expect to see the vast 
majority of soft drink producers meeting or 
exceeding the 25% recycled PET (R-PET) target, which 
will take that demand away from virgin and effect the 
growth rate.

While some brand owners have said they would go 
beyond these targets, the R-PET supply for this to 
happen is not in place.

Price collapse activates forward buying
The lack of R-PET availability was a sticking point in 
2019, and those not so exposed to public scrutiny, 
perhaps, managed to switch back to virgin PET in order 
to save on costs.

The reduction in demand for domestic virgin PET in 
2019 became a concern along the chain, and caused 
sellers to reduce output. European producers battled 
against poor weather in the peak summer season 
and the arrival of a vast amount of imports. Some 
estimate that imports will total 1m tonnes over the 
course of 2019.

In the second half of the year, suppliers fought back by 
closing the price gap between European and Asian 
offers, and recaptured market share.

The 2019 arbitrage window for China versus South 
Korea PET to Europe can be seen in the graph below.

The seemingly relentless descent of domestic prices 
resulted in customers buying bits here and there - just 
because values seemed so attractive - which in turn 
resulted in a continuation of relatively high stocks 
down the value chain.

Prices also helped to activate a series of hedging, 
prebuying and fixed price deals that took place at the 
end of quarter three and the beginning of quarter four. 
This may see domestic supply more heavily relied 
upon going into 2020 than it was during the same 
period in 2019.

How this pans out through the course  
of 2020 is unclear, but the pressure will be on given 
PET capacity increases coming on stream and further 
up the chain in Asia.

Lack of funds threatens market
In 2017 and 2018, a series of PET-related financial 
disasters and production mishaps across the globe 
created times of shortage that affected how customers 
reacted going into 2019. This resulted in the influx of 
PET imports early in the year.

The twists 
and turns 
the PET 
market 

takes are 
legendary, 

and with the 
challenges 
already in 
place and 
more lying 

in wait, 
nobody is 
expecting 

an easy ride
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We have reached the end of  
the cycle with the polyester 
chain at zero margins from oil  
to MEG and PET. Margins are 
below variable costs and it is  
not sustainable
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As it turned out, few buyers benefitted due to the 
subsequent price decreases that occurred.

Nevertheless, this gave customers more than the 
buffer they needed and created a wave of feedstock 
purified terephthalic acid (PTA) leaving Europe for 
other destinations.

The age of some PTA and PET plants and the 
finances required to keep operations running 
smoothly could present a threat to output going 
forward. Indeed, in 2019, producers demonstrated 
their willingness to cut production when prices were 
consistently unattractive to them.

wider hold on production in Europe.  Business is not 
exactly booming, so perhaps other opportunities 
could arise, they say.

“Business has turned sour again though. Almost all 
producers in Europe are a question mark. In such an 
oversupplied market, having so many plants is the 
worst nightmare,” a second source said.

Today’s economic situation in Europe does not 
necessarily promote an era of high investments, 
though.

Predictions are made all the more difficult in current 
macroeconomic and geopolitical circumstances. A 
conversation without the mention of Brexit or the 

PET will drop in the next five years, as it 
becomes law for PET bottles to contain 
25% recycled material by 2025, and 
30% in all plastic bottles by 2030

25%
Despite the negativity of 2019, Alpek agreed to acquire 
Lotte Chemical UK’s, PET plant. How this will unfold is 
not clear, but there are plenty of theories being 
bandied about the market.

Some industry participants do not see this as a 
standalone purchase, rather the beginnings of a 
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US-China trade war is rare these days, because 
nobody really has an answer to the dilemmas the 
industry faces.

A resolution to these issues, would offer an 
opportunity to garner a clearer perspective on what 
crude is likely to do, and the impact it may have on raw 
materials, and in turn on PET, or how demand in 
general is likely to react. Anything is better than the 
unpredictability on display for much of 2019.

Meanwhile, OPEC+ has agreed to continue with its 
existing cuts agreement but take further measures to 
ensure compliance from the countries that are not 
sticking to the rules (Iraq and Nigeria).

The challenges are greater than the industry 
itself
On the demand side, rhetoric from the US and 
Chinese trade delegations has been positive over 
recent weeks.

This will be positive for the global economy and will 
therefore support crude demand. The IMO 2020 
regulations coming into force on 1 January 
will continue to drive demand for lighter, 
sweeter crude through Q1 2020.

The new International Maritime 
Organisation (IMO) rules on low sulphur 
fuels comes into force in January 2020, and 
will continue to drive demand for lighter, sweeter 
crude through Q1 2020. It will also create another 
feature to negotiations concerning PET, a product that 
for a couple of months in 2019, saw imports 
surpassing the 100,000 tonne/month mark.

In the longer Europe market, freight price increases of 
6-8% are being discussed, while on busier deep-sea 
routes such as the Europe-US or Europe-Asia 
trajectories, shipping companies are hoping to boost 
contracts by as much as 15-20%.

Quarter four is when annual PTA and PET contract 
negotiations are at their most intense - no more so 
than for 2020. What spot-contract ratio will be decided, 
where the fee in the raw material-plus formula will 
land and how much will be based on monthly freely 
negotiated prices are the focus of discussions.

Their outcome will help determine what path PET 
takes in 2020.

Forecasts are made with extreme caution nowadays. 

The industry not only appears to 
be morphing, but the world itself 
has changed

CRUDE DATED BFOE FOB UK/NORWAY
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The industry not only appears to be morphing, but 
the world itself has changed and the changes are of 
such a magnitude that nobody really feels safe with 
their predictions.

The twists and turns the PET market takes are 
legendary, and with the challenges already in  
place and more lying in wait, nobody is expecting  
an easy ride.

So 2020, bring it on.

PET resins can be broadly classified into bottle, fibre 
or film grade, named according to the downstream 
applications. Bottle grade resin is the most 
commonly traded form of PET resin and it is used in 
bottle and container packaging through blow 
moulding and thermoforming.

Fibre grade resin goes into making polyester fibre, 
while film grade resin is used in electrical and flexible 
packaging applications. PET can be compounded with 
glass fibre for the production of engineering plastics. n 
Additional reporting by Susan Mair 
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This led to length in polypropylene (PP), although 
net prices managed to maintain a respectable 
premium over propylene in 2019, unlike in the 
associated, beleaguered polyethylene (PE) sector, 
which has been beset by imports from new low-
cost capacities, and where net prices are at the 
ethylene contract or below. 

PP is more diversified, and used in more 
applications, than PE, and is less subject to low-
cost imports, as new PE capacity is mostly based 
on ethane, not naphtha. 

Volumes grow
PP volumes have grown in 2019 in Europe, at a 
lower rate than has been usual, but well above 1%, 
and sources expected this to continue into 2020. 

Lower expectations for the global economy, 
continued weakness in the global automotive 
industry and some new capacity additions are 
expected to play a role in a weaker PP market, but 
several sources see the current situation as the 
bottom of a normal cycle that will at some point 
pick up. 

Europe PP demand lower but still  
growing, supply ample 

2019 
expectations  
of propylene 
shortages, 
brought about by 
a stronger-than-
usual planned 
cracker outage 
schedule, did not 
materialise, and 
propylene ended 
the year long, 
with few 
expectations of 
any significant 
upturn in the 
near future.
Linda Naylor

No upturn in automotive can be realistically 
expected at least during the first part of 
2020, according to sources in that industry

A couple of very large plants – 
900,000 tonnes/year – are due 
on stream from Zhejiang 
Petrochemical  in China and the 
Rapid project in Malaysia

900,000 

Contractual discussions are expected to see some 
change over 2020. Supply is expected to remain 
ample, and some buyers are increasing the volume 
of spot versus contract, to be able to take 
advantage of potential spot offers, not fearful of 
being short of product. 

No upturn in automotive can be realistically 
expected at least during the first part of 2020, 
according to sources in that industry. 
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Some buyers 
are increasing 
the volume of 
spot versus 

contract, to be 
able to take 
advantage  
of potential 
spot offers, 
not fearful  

of being short 
of product

Some sources have begun to expect cracker rates 
to be cut in Europe, as downstream demand slows 
down. Polymer volumes have been good in 
general, but some other propylene-based 
chemicals have not been so strong. 

Contract
On the whole, most sources expect a slower  
year in 2020, but not a disastrous year, and while 
some PP buyers are looking to cover needs from 
spot, the great majority of buyers will have a 
significant proportion of their needs covered  
by contract. 

A couple of very large plants -900,000 tonnes/ 
year - are due on stream from Zhejiang 
Petrochemical in China and the Rapid project  
in Malaysia, and ZapSib has started its 500,000 
tonne/year PP plant, with several other smaller 
plants due. 

Some already installed production could be  
cut; global demand will be lower, but growth – 
albeit lower than in recent years - will support  
the industry. n

RECENT AND UPCOMING POLYPROPYLENE CAPACITIES

Region Province Producer
Capacity 

'000 tonnes/year
Actual/expected time 

to start-up

North China Inner Mongolia Jiutai Energy 350 May-19

East China Anhui Zhong’an United Coal Chemical 350 Aug-19

Northwest China Ningxia Baofeng Energy 300 Oct-19

South China Guangdong Dongguan Grand Resource 600 Oct-19

Northeast China Liaoning Hengli PC 850 450PP Jun 2019   
400PP Q1 2020

East China Zhejiang Zhejiang Petrochemical 900 End 2019

Northwest China Qinghai Qinghai Damei 400 2020

North China Heilongjiang Daqing Lianyi Chemical 500 2020

North China Shandong Yantai wanhua 300 2020

North China Tianjin Bohai PC 600 2020

South China Fujian SinoChem Quanzhou 300 2020

North China Panjin Liaoning Bora Petrochemical 600 2020

Other regions 

RAPID project Johor Malaysia 900 H2 2019

ZapSib Tobolsk Russia 500 End 2019

Braskem US 450 2020

JG Summit Philippines 110 2020

Orpic Sohar Oman 300 2020

GLOBAL OUTLOOK 2020 – EUROPE
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When it comes to 2020, international regulations for 
shipping and European trade rules are big factors at 
play, which could insert themselves into the more 
typical push and pull of the supply-demand balance. 

Players are steeling themselves for an uncertain year, 
be it the risk of rocky European economic performance 
or continued weak automotive demand (though 
forecasts are for a return to growth in 2020 for global 
automotive production), changes in refinery outputs or 
the impact of new global regulations and EU tariffs. 

IMO low sulphur rules infiltrate Group I 
The major issue hanging over Group I in 2020 is the 
start of IMO (International Maritime Organization) 
rules governing low sulphur emissions for shipping 
from 1 January 2020. 

Potential effects are numerous, including: access to 
feedstock vacuum gasoil (VGO); potential moves in 
price of that feedstock; the internal competition of the 
refinery; and changes in specifications in the 
downstream market for marine lubricants, which must 
alter to match the changing sulphur content of fuel oil. 

Europe base oils brace for myriad effects 
of IMO 2020, looming EU tariff 

Supply and 
demand are 
usually king for 
Europe’s base  
oils market.
By Samantha 
Wright and  
Vicky Ellis 
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EU BASE OILS TRADE FLOWS 2017

n Imports into EU
n Exports from EU
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What brings this even more sharply into focus is the 
wider dynamic in the base oils industry: doggedly low 
prices for Group I, especially lighter grades, are being 
prompted by an escalation in the shift towards Group 
II, III and poly alpha olefins (PAO) use for lubricants. 

Margins remain pressured, with ongoing speculation 
about refineries cutting base oils output in favour of 
other products due to weak base oil values and 
comparatively high VGO prices. This may be 
compounded by preparation for IMO 2020 low 
sulphur fuel oil sales. 

Speculation continues about the fortunes of 
Group I plants in Europe, and whether one 
could close after 2019’s relentless 
pressure on margins. Purchasing activity 
from a refiner in late 2019, some 
rather unusual buying for light grades 
for the export market, confused 
some in the market. There is 
speculation there may be shorter 
supply of lighter grades as refiners 
favour fuel oil ahead of IMO. 

The confusion underlines uncertainty 
about the impact of IM0 2020 rules, with 
talk of different  approaches emerging 
from refiners’ sales strategies. Examples 
include - and this is not an exhaustive list - 
some reluctance to commit to contracts for the 

year due to uncertainty in the market, unless prices 
are fixed against VGO values, compared to a 

more aggressive attitude linked to protecting 
market share. 

Concern about Turkey’s economy in 2020 
is a factor watched by Black Sea market 
players. After 2019’s “tough” year, with 
an “all time low” for sales in Turkey cited 
by one trading firm, “most companies 
in the petchems sector are forecasting 
2020 [to] be worse,” said the source. 

While Europe’s demand eases, export 
demand should prop up the Group I 

market to some extent, with African markets 
in particular likely to be dominated by Group I 

for the foreseeable future as outlined by 
speakers including ExxonMobil at the ICIS African 

Base Oils & Lubricants conference in November 2019. 

Canada

United States
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China

Australia

EU BASE OILS TRADE FLOWS 2018

n Imports into EU
n Exports from EU

Margins remain pressured,  
with ongoing speculation about 
refineries cutting base oils output 
in favour of other products due  
to weak base oil values and 
comparatively high VGO prices
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This explains the ongoing importance placed on 
tenders for African material, such as Egypt’s regular 
brightstock demand, in the eyes of northwest 
European and Mediterranean refiners. 

Major African nations taking base oils in 2019 
included Nigeria, South Africa, Egypt and Morocco 
(see maps). 

As one trader said, “The African market, India, the 
Chinese market, [are] hungry for Group I. We’re not 
able to cut our ties with Group I.” 

Outlook for 2020 – Analyst’s View 
by ICIS Senior Consultant Michael Connolly
2020 starts with the introduction of the new IMO 
regulations on very low sulphur (0.5%) fuel oil. This 
could be very disruptive to distillate, VGO and fuel oil 
markets, particularly early in the year. This will have the 
flow-on effect into base oil refineries in multiple ways. 

Key effects may be variability in the value of feedstock 
for other uses, the price of co-products from base oil 
plants (distillates and extracts) and the overall effect 
on the refinery as a whole that could ultimately have a 
major effect on the base oil plant. 

Generally, expectations are for Group I plants to 
experience more challenges from the change than 
Group II and III. As with most refining changes, the 
more complex refineries will tend to benefit and the 
least complex suffer, but with IMO, the local site and 
market specifics will result in a highly variable effect 
from plant to plant. 

As the year progresses, the markets should stabilise, 
resulting in a clearer picture of who has fared best 
through this highly uncertain period. Continued drive 
towards higher specs in automotive lubricant grades 
and the ongoing rise of electric vehicles, will continue to 

EU BASE OILS TRADE FLOWS 2017-2019

n Imports into EU
n Exports from EU Source: ICIS
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Most 
companies 

in the 
petchems 
sector are 
forecasting 
2020 [to]  
be worse

underpin long term change in the base oil market, 
albeit at a slower pace than IMO effects in 2020. 

New EU tariffs loom large for Group II 
The European Group II market will be impacted in the 
main by recently proposed tariffs on material being 
imported into the EU. 

Under new EU proposals, the current tariff waiver on 
Group II material would be lifted in favour of a quota on 
imports, expected to come into force next year. 

Up to 200,000 tonnes per every six months would be 
tariff free, with duties of 3.7% applicable on any 
material above the quota. 

Material of a viscosity between 150N and 600N will be 
counted in the quota. Market sources believe lighter 
Group II grades will still be fully exempt from tariffs. 

A final decision on the quota is pending. 
Players are anticipating some tightness in the market if 
the quota is enforced. 

While a new plant started up in Rotterdam in 
February 2019, market participants expect that this 
material will not be able to cover current demand for 
Group II base oils. 

US market players are likely to be heavily impacted by 
the quota, as most Group II imports into the EU are 
from the US. 

The Lubrizol fire at the end of the third quarter 
dampened base oils buying interest for use in 
lubricants production. 

Lubrizol produces additives which are used with base 
oils to manufacture finished lubricants. 

While some Group II demand was hit as a result, a few 
players saw lubricants producers switch from Group I 
to Group II material when they could no longer get the 
necessary additives for Group I formulations. 

There is no clear indication of when the lubricants 
market will return to normal, with demand for both 
Group II and Group III expected to be at lower levels for 
at least January. 

In the Group III market, the length that has been 
seen at the end of the fourth quarter is set to 
continue into January. 

Healthy production coupled with less demand from 
lubricants producers could see an oversupply in the 
market for at least the first quarter, particularly on 
4cSt material. 

There are some expectations of higher demand 
from the automotive industry in 2020, with players 
anticipating more switches from Group I material  
to Group III. n

Up to 200,000 tonnes per every 
six months would be tariff free, 
with duties of 3.7% applicable on 
any material above the quota

400,000 
tonnes
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Key questions include whether European prices will 
recover from several successive quarterly decreases; 
will buying strategies for 2020 shift, and could spot 
business increase as a result; and whether prices 
could influence trade flows in the new year. 

Bearish 2019 set the tone for year to come 
Bearish expectations for the year ahead come in the 
context of 2019’s spot price fall, with a drop from 
more than €300/tonne in December 2018 to a rock 
bottom for the year of €195/tonne in December 2019. 

Growing supply was behind high storage tanks in 
Rotterdam in the summer, as higher operating rates 
in Trinidad, Libya, Russia and Azerbaijan combined 
with additional capacity from the US, Russia and Iran. 

At the same time, Europe’s economic woes led to 
weaker formaldehyde demand in mid-2019, as well 
as the automotive downturn that hit profitability 
across major businesses in the petrochemical world 
with firms like BASF and Fuchs Petrolub issuing 
profit warnings. 

Key factors to watch in 2020 include how the market 
copes with new capacity, including a major new plant 
in Trinidad, the scope and speed of China’s demand 
– with the price volatility in that region 
something to monitor – and, crucially, 
methanol margins. 

Soft demand, growing capacity prompt 
margin worry 
What appears as a fairly consistent view 
from several buyers and sellers, is a softening in 
demand for 2020, though some argue stability is a 
more accurate portrayal. 

In Germany demand is “definitely lower”, suggested 
distribution feedback, with reference to automotive 
suppliers reporting relatively weak markets “for 
quite a while”. 

Continued growth in capacity is set for 2020, including 
the delayed opening at a new 1m tonne/year 
methanol plant at La Brea, in southwestern Trinidad, 
which is estimated to start up in the first or second 
quarter of 2020. 

Painful margins loom for Europe 
methanol market after weak 2019

Current price dynamics, with weakness in Europe, 
means trade flows could potentially shift, suggested 
one supplier, though to what extent material is routed 
away from Europe depends on prices in other regions. 
What we could see, added the source, is “a reduction 
in global production”. 

“Any change in the coming year would come more 
from supply side. Many producers are really struggling 
with the margins,” echoed another seller. 

Other behaviour in the market being watched for 
includes a possible rise in spot supply, and changes to 
quarterly values. 

“It looks like there will be plenty of spot product on the 
market next year. This will really [put] pressure on the 
market,” said a trading source. 

Global trade tiffs and Chinese demand 
Short-term questions include how much Chinese 
demand is likely to burst into action after the Lunar 
New Year, which falls relatively early in 2020. 

International trade frictions are an ever-present 
concern, for their potential effect on global economic 
performance and for the various sanctions and rival 
tariffs that are impacting methanol. 

After 2019 groaned 
under the weight of 
oversupply that is 
only set to increase, 
Europe’s methanol 
market looks set for 
a weak 2020. Prices 
have reached a 
point where players 
are watching closely 
for signs of plants 
reducing their 
output to protect 
against low 
margins.  

By Vicky Ellis 

$3-5
One sizeable  
methanol importer  
has suggested freight 
rates could rise by  
$3-5/tonne

Bearish expectations for the year 
ahead come in the context of 2019’s 
spot price fall, with a drop from more 
than €300/tonne in December 2018 
to a rock bottom for the year of €195/
tonne in December 2019
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Sanctions on Iran have driven a wedge between prices 
of that material and non-sanctioned exporters, 
leading ICIS to launch a new, additional quotation for 
non-sanctioned material in China’s import market. 
Lower Iranian prices have meant Chinese import 
values trade in a wide range. 

Also important are US President Trump’s tariffs on 
China and the subsequent retaliation, as well as 
sanctions on Venezuela. These have affected flows of 
methanol, in the first case between newly abundant 
US and methanol-hungry China, and in the second 

from major exporter 
Venezuela to certain 
destinations sensitive 
about risking 
infringement, such as 
major importer Europe. 

Another factor not to be 
discounted is IMO 2020, 
the low sulphur rules 
which kicked in from 1 
January 2020 in the 
shipping sector. 

Given Europe’s net 
import status, any 
additional cost of 
importing is likely to be a 
concern, and one 
sizeable methanol 
importer has suggested 
freight rates could rise by 
$3-5/tonne. The likely 
costs from freight rates 

remain very unclear and will be a source of 
uncertainty in early 2020. 

ICIS senior consultant Michael Connolly, who is part of 
the global refining team, said of the IMO rules: “This 
could be very disruptive to distillate, VGO and fuel oil 
markets, particularly early in the year.” 

As for the adoption of methanol as an alternative 
shipping fuel, due to the rule, this is not set to be a 
game changer in 2020. 

Instead, methanol players are more likely to be keenly 
focused on prices in 2020, for any hint of an impact on 
margins and producers’ fortunes. n

GLOBAL METHANOL SPOT PRICES

n US spot FOB USG 
n Europe contract price FOB Rotterdam   
n FOB Rotterdam T2 spot
n China spot import CFR All Origins

 €
/t

on
ne

Source: ICIS

100

150

200

250

300

350

400

450

Dec 2019Dec 2015

“It looks like 
there will be 

plenty of spot 
product on 
the market 
next year. 
This will  

really [put] 
pressure on 
the market”
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Middle East PE producers are facing a challenging 
year ahead with more US and Chinese capacity 
coming online amid slowing global demand.

PE supply remains ample on a global basis with the 
US poised to augment exports further in 2020 as 
shale-based PE capacities ramp up operations.

Figures from the ICIS Supply & Demand database 
reveal that the US will expand PE capacity by 18% 
to 29.7m tonnes between 2018 and 2021, while 
northeast Asia will be adding 34% at 37.5m tonnes.

As a result, export-dependent Middle East 
producers are expected to face intense 
competition from both US and domestic Chinese 
producers.

Although few volumes flow directly from the US to 
the Middle East at present, the displacement of 
Middle Eastern volumes by US cargoes in the rest 
of the world’s major markets has left sellers in the 
region flush with stock.

In the meantime, the global supply surplus is  
likely to extend its influence over PE prices 
everywhere, including those in the Middle East. 
This situation has been further complicated by  
the economic slowdown in the GCC, as well as  
the US-China trade war.

Uncertainty over trade deal, supply surplus 
to weigh on 2020 Mideast PE outlook

“On paper, it appears that Middle Eastern PE 
producers have an advantage to sell to China, 
since they don’t have to compete with US-origin 
cargoes that are subject to hefty tariffs,” a trader 
based in the GCC said.

“On the other hand, resin demand in China is  
itself affected by a slowdown in the movement  
of finished goods exports to the US as a result  
of the tariffs imposed by the trade war,” the  
trader added.

On paper, it appears that  
Middle Eastern PE producers 
have an advantage to sell to 
China, since they don’t have to 
compete with US-origin cargoes 
that are subject to hefty tariffs
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Uncertainty 
surrounding  
a trade deal 
between the  
US and China  
and the global 
oversupply 
continue to 
weigh on the 
polyethylene (PE) 
markets in the 
Middle East. 
By Veena Pathare
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This means that GCC producers have been left with 
ample stocks that they will have to liquidate across 
their different markets. In the meantime, US 
suppliers will have to find markets for the PE that 
they would have sold to China in the absence of 
the trade war, the trader explained.

The growing use of discounting as a means of 
attracting business has become increasingly 
prevalent, suggesting that 2020 may remain a 
buyer’s market.

Stagnant demand and the absence of any 
significant growth is also expected to have a 
bearing on PE markets in the Middle East.

“The population in the GCC is not growing, so demand 
for finished consumer goods within the region 
remains stagnant,” a processor based in the United 
Arab Emirates (UAE) said.

Even though the GCC, and the UAE in 
particular, are major regional plastic 

processing hubs, several processing 
companies based there are geared 
towards exports, a regional importer said.

“Europe and Africa are markets that these plastic 
processors export finished goods to, where 
demand growth is seen. Demand within the GCC 
has remained more or less flat,” the importer said.

Low resin feedstock costs have resulted in higher 
profitability at processors, but with demand 

GLOBAL OUTLOOK 2020 – MIDDLE EAST

Processors who used to hold stocks for a 
month are today not keen to hold inventories 
for more than 15-20 days fearing future price 
reductions, which means purchased volumes 
are almost cut by half

stagnating, it has become more difficult to justify 
the expansion of facilities and new investments, 
according to the importer.

Indeed, the global surplus in PE that has emerged, 
has prompted processors around the world to 
slash stocks.

“Processors who used to hold stocks for a month 
are today not keen to hold inventories for more 
than 15-20 days fearing future price reductions, 
which means purchased volumes are almost cut 
by half,” a global trader said.

The increased focus on sustainability is also expected 
to impact on PE demand and trade in the region, as 
countries ramp up efforts to go green. As well as the 
quest for sustainability, dealing with plastic waste is 
also high up on the GCC’s priority list.

“The global plastics industry is the second largest 
employer of the global workforce, second only to 
defence. So banning plastics use is not the 
solution,” the trader added.

PE is the most widely-used plastic in the world, 
primarily found in packaging including plastic bags, 
plastic films and geomembranes. n
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Only two out of three plants in the Gulf Cooperation 
Council (GCC) are currently in operation, which 
means that GCC supply is insufficient to cover the 
entire demand in the Middle East, given that GCC 
suppliers have some exports out of the region as 
well, such as to Africa and other markets.

Middle East PET market to stay reliant  
on regional and Asian imports

As a result, Middle East market sentiment and 
supply and demand have been and will continue  
to be influenced heavily by that is happening  
to Asian supplies that are exported to many  
other regions.

In the Asian export market, there has been an 
increase in forward cargo transactions to other 
regions, reducing spot transactions. However, such 
forward cargo transactions have not been heard 
commonly to the Middle East market.

This will mean continued spot discussion liquidity 
into 2020 in the Middle East.

Most Middle East buyers reserve their flexibility to 
purchase from the spot market since they have the 
option to get cargoes from regional producers that 
rely more on spot discussions and can provide cargo 
within a short delivery time.

In addition, overall supply is looking to be ample in 
2020 as PET market is in overcapacity to begin with 

GLOBAL OUTLOOK 2020 – MIDDLE EAST

250,000  
tonne/year
Fujian Billion Petrochemicals has 
a new 250,000 tonne/year PET 
plant Go Dau, Vietnam which 
was slated to start up in 
December but is now expected 
so start up in February 2020

The Middle East 
polyethylene 
terephthalate 
(PET) spot market 
will stay reliant 
on regional and 
Asian imports to 
fulfill 2020 
demand 
requirements.
By Hazel Goh

JBF’s plant in UAE has remained shut since June 
2017 with no firm timeline for a restart.

As such, Asian imports into GCC will still be 
expected, primarily from China, India and Taiwan, 
to help meet GCC demand. Producers from these 
Asia origins have been heard to supply to the GCC 
region, usually based on price competitiveness.

Overall supply is looking to  
be ample in 2020 as PET market 
is in overcapacity to begin with 
and there are new plants slated 
to start up in 2020
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and there are new plants slated to start up in 2020. 
While the new capacities are not located in the 
Middle East, the added pressure from new supply 
coming on stream may put buyers at ease for 
purchasing, giving them more options and 
bargaining power amid supply ampleness.

Fujian Billion Petrochemicals has a new 250,000 
tonne/year PET plant Go Dau, Vietnam which was 
slated to start up in December but is now expected 
so start up in February 2020.

Fujian Billion Petrochemicals under Billion Industrial 
Holdings is a new entrant into the PET bottle grade 
chip market. The group has existing polyester fibre 
and film plants in China.

Zhejiang Wankai New Material is looking to start up 
their new 600,000 tonne/year PET line in Chongqing, 
China after mid-February 2020.

Yisheng Petrochemical has a new 300,000 tonnes/
year PET line in Dalian, China, expected to start up in 
February-March 2020. The company has stabilised 
production at its first 300,000 tonnes/year PET line  
in Dalian that started up in November 2019.

Asian imports into GCC will still  
be expected, primarily from China, 
India and Taiwan, to help meet  
GCC demand

While cargoes from Vietnam may not target the 
Middle East market as a priority destination for 
sales, cargo from China, including those from 
Zhejiang Wankai and Yisheng Petrochemical, have 
been heard commonly in trades and discussions to 
the Middle East. n
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600,000 
tonne/year
Zhejiang Wankai New Material  
is looking to start up their new 
600,000 tonne/year PET line  
in Chongqing, China after  
mid-February 2020
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This addition in PP production threatens the current 
market share Middle Eastern producers presently 
enjoy in the Asian markets.

The strong increase in capacity may also outpace 
prevailing levels of demand growth.

Between 2019 and 2022, about 80% of the global PP 
expansion is concentrated in Asia, where capacity is 
expected to increase over the period by more than 
8m tonnes/year, more than two-thirds of which will 
be in China alone.

Over in the Middle East, Oman’s Orpic is poised to 
start its Sohar-based 300,000 tonne/year PP unit 
sometime in mid-2020, this being the only capacity 
expansion coming up in the year.

Borouge is slated to add another PP unit, but 
this 450,000 tonne/year plant is due for 
start-up only in 2022.

The Middle East is the largest PP 
exporter in the world globally, 
with over 40% of its volumes 
coming into Asia.

Not only are these volumes 
poised to shrink following 
the Asian supply additions, 
but significant changes to the 
prevailing trade flows are 
also set to emerge.

Middle Eastern sellers may  
be prompted to divert volumes 
to markets such as Europe,  
as demand for their material 
drops amid greater regional  
supply.

Middle East PP producers face a 
challenging year as Asia ramps up supply

China’s growing self-sufficiency for PP which 
presently stands at over 80%, will lead to  
the country’s reduced import requirement for  
the material.

All these would leave Gulf Cooperation Council (GCC) 
producers with surplus stocks.

A natural feedstock cost advantage will continue to 
support Middle Eastern PP producers’ margins, 
unlike their Asian counterparts that grapple with 
price volatility of imported raw material propylene. 

Slowing demand growth globally amid 
macroeconomic challenges may further weigh  
on PP prices.

This situation is further complicated by the US-China 
trade war, which hits China’s exports of finished 
goods and consequently, demand for resins.

In the Middle East itself, demand is stagnant given 
regional economic weakness. 

“The population in the GCC is constant, so demand 
for finished consumer goods within the region 
remains stagnant,” a UAE-based processor said.

Moreover, although the GCC functions as a fairly 
large plastic processing hub, several processing 

units are geared towards exports.

“Countries in Europe and Africa are 
markets that plastic processors 

export finished goods to, where 
demand is still growing. 
Demand within the GCC has 
remained more or less flat,” 
the importer said.

With demand netting little 
growth, it has become 
unviable for processors to 
justify expansion of processing 

facilities and new investments, 
according to the importer.

Uncertainty surrounding the 
China-US trade war and its impact 

on the PP market have also resulted 
in processors cutting inventories.

GLOBAL OUTLOOK 2020 – MIDDLE EAST

The population in the GCC  
is constant, so demand for 
finished consumer goods within 
the region remains stagnant300,000 

tonne/year
Over in the Middle East,  
Oman’s Orpic is poised to  
start its Sohar-based 300,000 
tonne/year PP unit sometime  
in mid-2020

Asia will add  
a massive 
polypropylene 
(PP) capacity  
in 2020, unlike 
recent years that 
saw polyethylene 
(PE) leading  
the capacity 
expansion front.
By Veena Pathare
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“Processors who used to hold stocks for a month are 
today not keen to hold inventories for more than 
15-20 days fearing future price reductions, which 
means purchase volumes are almost cut by half,” a 
global trader said.

Increased focus on sustainability will additionally 
impact PP demand and trade in the region, as 
countries in the region ramp up efforts to go 
environment-friendly.

Industry players are today are looking at ways to 
incorporate a greater proportion of recycled 
polymers in their manufacturing processes, which 
will hit demand for virgin resins.

Dealing with plastic waste has also emerged as a 
matter of top priority for producers in the region.

“The global plastics industry is the second largest 
employer of the global workforce, second only to 
defence. So announcing a blanket ban on the use of 
plastics is not a viable solution,” the trader said. n
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Prices have been on a steady decline to $1,070-
1,090/tonne CFR (cost & freight) GCC for general 
purpose polystyrene (GPPS) while high-impact 
polystyrene (HIPS) have also been falling to $1,110-
1,130/tonne CFR GCC as of 6 December.

This is the lowest price level since 29 January 2016.

“Regional sellers have been cutting offers to attract 
buyers to purchase especially since it’s a seasonal 
lull,” a regional trader remarked.

Buying from the downstream packaging sector  
in Middle East generally picks up in the spring 
season but is usually in a lull during the summer-
winter months.

The primary application of polystyrene in the 
Middle East is for the production of food utensils 
and packaging and demand usually picks up in the 
months leading up to the Eid holidays, which mark 
the end of the Muslim fasting month of Ramadan.

“Demand is overall extremely slow, and Asian 
sellers are not motivated to sell into this region at 
all, citing uncompetitive prices,” a Middle Eastern 

Mideast PS sentiment to stay bearish on 
abundant supply and tepid demand

distributor commented.

As of 6 December, general purpose polystyrene 
(GPPS) prices on a cost and freight (CFR) southeast 
(SE) Asia and China basis tumbled to $1,040/tonne 
levels, nearly on par with CFR GCC prices after 
including freight.

The spread between these two regions is typically 
at least $40/tonne, because of more expensive 
freight costs from Asia to the Middle East.

“It is all based on simple economics. With 
northeast and southeast Asian material fetching 
the same, if not higher, than Middle Eastern  
or south Asian prices, there is simply no 
motivation to sell into that region,” a northeast 
Asian supplier remarked.

Polypropylene is an alternative plastic that 
expands and insulates and is able to replace 
polystyrene for creating packaging.

“Overall demand in the region for polystyrene  
has also been weaker because end-users have 
been substituting some of their PS requirements 
with polypropylene as it is cheaper,” a regional 
distributor said. n

Demand is overall extremely  
slow, and Asian sellers are not 
motivated to sell into this region  
at all, citing uncompetitive prices
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Polystyrene (PS) 
sentiment in  
the Middle East  
is poised to stay 
bearish in the 
near term on 
abundant supply 
and tepid 
downstream 
demand.
By Yaw Min Jie

$1,070-1,090/tonne
Prices have been on a steady 
decline to $1,070-1,090/ 
tonne CFR (cost & freight)  
GCC for general purpose 
polystyrene (GPPS)

$1,110-1,130/tonne
Prices for high-impact 
polystyrene (HIPS) have been 
falling to $1,110-1,130/tonne 
CFR GCC as of 6 December
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A Saudi-based producer is largely expected to 
remain the region’s main source of the material, 
with most buyers in the Gulf Cooperation Council 
(GCC) and East Mediterranean (East Med) buyers 
booking cargoes from them.

The prices offered are deemed to be very 
competitive, which will likely encourage end-users 
to continue to procure from the domestic markets.

PVC from the US are likely to remain the most 
prevalent in the import market, as material from 
other regions come with hefty taxes or freight 
costs which render offers uncompetitive.

However, some European producers are likely to 
continue trying to explore export options into the 
Middle East amid increasingly competitive export 
pricing in India. European material has been 
offered in the East Med for most of Q4 2019.

The region continues to struggle with cash flow 
issues and a lack of new infrastructure activities, 
contributing to slow growth in the Middle Eastern 
PVC markets.

Amid the global economy slowdown, demand is 
not expected to see a massive uptick, although a 
potential phase 1 trade deal in the US-China trade 
war could boost sentiment.

Middle East PVC demand to remain  
stable on unchanged fundamentals

Recovery from June to September was short-lived 
as prices fell again on oversupply and sluggish  
pipe demand.

Prices were on the uptrend again from December 
2019, with producers in the US looking at 
increasing prices for January shipments, amid 
upcoming turnarounds which will tighten supply. n
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Spot polyvinyl 
chloride (PVC) 
demand in the 
Middle East is 
expected to 
remain stable  
in 2020, with 
market 
fundamentals 
largely expected 
to stay the  
same as 2019.
By Ho Zhi Xuan

The region continues to struggle 
with cash flow issues and a lack  
of new infrastructure activities, 
contributing to slow growth in the 
Middle Eastern PVC markets
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Import prices in the Middle East 
were mostly under the pressure 
in 2019 due to slow demand 
and ample supply

Import prices in the Middle East were mostly under 
the pressure in 2019 due to slow demand and 
ample supply.

Competitive prices from a domestic producer led 
to several end-users opting to procure volumes 
locally instead of from the import markets.

Prices plummeted at the peak of summer as 
construction activity slowed to a crawl amid the 
sweltering heat.
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The TDI market is set to remain shrouded in gloom, 
as an existing supply overhang will weigh heavily on 
Asian and Middle Eastern markets amid a sluggish 
buyer uptake rate.

Active production at regional plants following the 
2018 start-up of a China-based major producer’s TDI 
line resulted in ample availability throughout 2019 in 
Asia. Supply was constantly in abundance – be it the 
southeast Asia or India import markets, or the 
Chinese domestic market.

This existing supply glut was met with lacklustre 
demand from TDI users. On a broader economic 
scale, the US-China trade war constantly eroded 
buyers’ confidence, leading most market players to 
exercise caution with procurement.

Most buyers chose to keep inventory levels lean  
in order to prevent potential losses should  
prices fluctuate further, leading to minimal 
purchase volumes.

Poor performance in the related polyurethanes 
(PU) chain across products such as polyether 

Asia, Mideast isocyanates to face  
varying market conditions

polyols and mono propylene glycol (MPG) also 
dampened buyers’ confidence further. A southeast 
Asia-based TDI buyer commented, “Demand is 
very weak for 2019. My usual monthly purchase 
volumes used to be just right for approximately 
one month of production needs. For 2019, 
sometimes we can take up to two months to 
consume the same amount of product.”

These pessimistic market conditions weighed heavily 
on TDI pricing, especially in the fourth quarter of 
2019 as sellers sought to liquidate cargoes actively to 
close the year-end accounts on lower stock levels. 
The active competition to sell exerted further 

downward pressure on spot offer levels, especially to 
the southeast Asia market.

Southeast Asia was arguably the most active import 
market out of the three assessed by ICIS.

With China and India being comparatively more self-
sufficient in material, most sellers set their eyes on 
southeast Asia as an outlet for their export material, 
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$2,050/tonne
TDI import prices fell from an 
average of $2,050/tonne CFR 
(cost & freight) southeast (SE) Asia

The Asian and 
Middle Eastern 
isocyanates 
market is set  
to observe 
varying trends  
for toluene 
diisocyanate 
(TDI), mono-  
and polymeric 
di-p-phenylene 
isocyanate 
(MMDI, PMDI) 
 in the near 
future, market 
participants said.
By Jasmine Khoo 
and Izham Ahmad

TDI import prices in the Gulf 
Cooperation Council (GCC)  
are teetering on the brink of a 
collapse to record lows year
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leading to an increasingly competitive climate for TDI 
trade in the region.

“Currently, I would say that it is not just weak 
demand and oversupply that is dragging TDI [spot 
prices] down for November, but rather, active 
competition and urgency among some producers to 
liquidate stocks,” said a trader in northeast Asia.

TDI import prices fell from an average of $2,050/
tonne CFR (cost & freight) southeast (SE) Asia on 2 
January to $1,500/tonne CFR SE Asia as of 20 
November, shedding 26.8%, according to ICIS data.

In the Middle East, it is an equally grim outlook for 
TDI suppliers, as the region struggles with sluggish 
economic growth and geopolitical tensions, which 
have hit sales of consumer goods and vehicles.

“Never seen demand so weak. This year is surely 
one of the worst,” said a market source in the 
Middle East.

As a gauge of the broader Middle East market, TDI 
import prices in the Gulf Cooperation Council (GCC) 
are teetering on the brink of a collapse to record 
lows this year, having declined to $1,470-1,520/
tonne CFR GCC in the week ended 21 November. 
These are the lowest levels for TDI in the GCC since 
early March 2016.

Pessimistic 
market 

conditions 
weighed 

heavily on 
TDI pricing

Market participants also feared that continued 
declines in TDI prices would affect their profit 
margins and so many were staying on the sidelines, 
refraining from active discussions.

Looking to next year, many market players who are 
involved in the isocyanates business in the Middle 
East said they do not expect the situation to show 
any significant change – especially within the first 
quarter of the year so long as demand/supply 
fundamentals remain the same.

The hefty drop seen for TDI prices has led some 
market players to hold on to expectations of  
prices bottoming out in the near term, as 
production margins for regional makers become 
increasingly squeezed. n
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$1,470-1,520/tonne
TDI import prices in the Gulf 
Cooperation Council (GCC)  
are teetering on the brink of  
a collapse to record lows this 
year, having declined to $1,470-
1,520/tonne CFR GCC
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The poor demand for polyols in the Middle East 
and for their co-component isocyanates have been 
essentially due to intense pricing competition and 
weak downstream demand for polyurethane (PU) 
foam products in the region.

Polyols are combined with isocyanates to 
manufacture PU foam products such as mattresses 
and insulation panels.

In terms of pricing, spot import prices of 10-13.5% 
polymer polyols (POP) drummed cargoes in the 
Middle East were at $1,400-1,450/tonne CFR (cost 
& freight) Middle East, in the week ended 19 
December, lower by $50/tonne at the high end.

This range however marks the lowest levels for 
POP prices in the Middle East since ICIS began 
tracking the data in August 2015.

In comparison, POP prices hit highs of $2,125/
tonne CFR Middle East in May 2018 and started 
2019 at $1,750/tonne CFR Middle East.

Mideast polyols future uncertain, early 
bearish conditions likely

Middle East sources said slowing economic growth 
in some of the GCC’s major economies like Saudi 
Arabia and the United Arab Emirates (UAE) were 
depressing sales of such products while 
government construction and infrastructure 
projects had also declined amid ongoing conflicts in 
countries like Yemen and Syria.

On a broader economic scale, the US-China trade 
war constantly eroded buyers’ confidence, leading 
most market players to opt for a cautious 
approach towards procurement.
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The outlook  
for polyether 
polyols imports 
into the Middle 
East remains 
largely uncertain 
and bearish 
conditions are 
likely to persist 
at least in the 
early weeks  
of 2020.
By Izham Ahmad

$2,125/tonne
POP prices hit highs of $2,125/
tonne CFR Middle East

The poor demand for polyols  
in the Middle East and for their 
co-component isocyanates  
have been essentially due to 
intense pricing competition
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Most buyers chose to keep inventory levels lean  
in order to prevent potential losses should  
prices fluctuate further, leading to minimal 
purchase volumes.

“We are not getting any inquiries at all at the 
moment,” said one polyols supplier from Asia. 
“Market is too slow.”

Supply in 2019 also increased after Sadara 
Chemical Company in August began to produce 
solid-content polyether polyols for sale to Middle 
Eastern customers.

Sadara started polyols production in 2017 but  
was previously only producing conventional  
grade polyols.

But even then, most market players knew given 
Sadara’s relationship with US-based Dow and the 
price premium that polymer polyols commands 
over conventional polyols, it would only be a 
matter of time before the Saudi company would 
start producing POP.

The POP material offered by Sadara contains 
polymer contents of 10%, 15% and 25%, which are 
the most commonly used grades in the Middle 
East, according to market sources.

Conventional polyols are typically priced lower  
by about $50/tonne than POP on a CFR Middle  
East basis in the absence of any deals, market 
sources have said.

Looking to 2020, the outlook is generally uncertain 
with many market players saying the polyols 
market will hinge on the isocyanates and the 
upstream propylene oxide (PO) markets.

Many market players who are involved in the 
isocyanates business in the Middle East said they 
did not expect the situation to show any significant 
change especially within the first quarter of the 
year so long as supply-demand fundamentals 
remained the same.

Many were fearful that continued declines in prices 
of isocyanates would affect their profit margins 
and so many have been hesitant to resume active 
discussions for polyols in the near-term. n

$1,400-1,450/tonne
Import prices of 10-13.5% polymer polyols 
(POP) drummed cargoes in the Middle 
East were at $1,400-1,450/tonne

Source: ICIS
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In the Group I segment, base oils cargoes from Iran 
to the United Arab Emirates (UAE) has clearly taken 
some hits due to the ongoing US sanctions on the 
Islamic Republic.

Prices have also been under pressure. For example, 
Group I SN500 started 2019 at $595/tonne FOB 
(free on board) Iran. But by the end of November, 
SN500 prices were at $505/tonne FOB Iran, a 
decline of about 15%.

But cargoes are still moving albeit through more 
discreet channels, ICIS data showed.

According to the ICIS Supply & Demand Database, in 
the first four months of 2019, Iran’s top base oil 
export market was Iraq, at just under 60,000 tonnes 
while exports to the UAE were less than half of that 
in the same period.

But most market participants agree that much of 
that material bound for Iraq were actually 
re-exported or diverted to other destinations.

While US sanctions continue, these trade flows 
are also likely to persist in 2020. Market 
players in the Middle East said there 
have been no major shortages of 
Iran-origin Group I since the 
sanctions took effect and no 
shortages are anticipated.

Elsewhere, Group I material 
is also expected to continue 
to trickle into the UAE from 
Europe or North Africa, 
keeping the segment well-
supplied into the new year.

Additionally, the 
implementation of IMO 
2020 rules regarding the use 
of low-sulphur fuels in 
shipping vessels are likely to 
have the most impact on Group 
I producers, according to ICIS 
analysis.

“This could be very disruptive to distillate, 
vacuum gasoil (VGO) and fuel oil markets, 

Sluggish Middle East base oils market may 
persist while current market conditions remain

particularly early in the year,” said ICIS Senior 
Consultant, Michael Connolly.

“Generally, expectations are for Group I plants to 
experience more challenges from the change than 
Group II and III.”

The Group II market in the UAE however has 
witnessed an extremely sluggish environment 
through 2019 and this could persist in 2020 with 
many Asian refiners reluctant to have any 
discussions with buyers there at current pricing.

In the Group II import market, prices of Asian-
origin 150N started the year around $660/tonne 
CFR (cost & freight) UAE and briefly increased to 
$705/tonne CFR UAE before completely erasing 
those gains to $635/tonne CFR UAE by 

end-November.

500N prices have also had moved in 
similar fashion, gaining to $720/

tonne CFR UAE in the frist half of 
the year before deflating to 

$650/tonne CFR UAE.

Some refiners have drawn 
lines in the sand, telling 
buyers they will not  
sell anything below a 
certain price.

“The message we want to 
send is this is our price and 
this is the price they need to 

pay to get the quality that we 
have. Nothing lower,” said one 

Asian source.

This despite persistent demand for 
certain grades, such as 500/600N 

particularly in the latter half of the year.

“I am interested to take some volume of 
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$505/tonne
By the end of November, SN500 
prices were at $505/tonne FOB 
Iran, a decline of about 15%

The sluggish 
conditions in  
the Middle East 
spot base oils 
market observed 
through 2019  
is expected to 
broadly continue 
in the early 
months of  
2020 while 
supply-demand 
fundamentals 
remain but some 
possible bright 
spots may yet 
appear through 
opportunistic 
trades.
By Izham Ahmad

In 2020, if the current patterns 
persists, Middle East buyers  
are likely to either look to 
regional suppliers to meet  
their needs or consider other 
sources such as deep-sea  
origin product, despite some 
perception of quality differences
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500/600N but so far I am not able to get any heavy 
grade material,” said one Middle Eastern source.

In 2020, if the current patterns persists, Middle East 
buyers are likely to either look to regional suppliers 
to meet their needs or consider other sources such 
as deep-sea origin product, despite some 
perception of quality differences.

Group III base oils however offers some potential 
sparks with Middle East-origin material having some 
regular buyers in the UAE, partly due to attractive 
pricing and faster delivery times.

In October, Middle East-origin Group III 4/6/8cst 
prices were briefly reduced to $660-685, a move 
which triggered demand interest from buyers who 
were unable or unwilling to buy similar-grade Group 
II product from Asia.

The available cargo soon sold out and prices  
were adjusted higher for two straight weeks 
subsequently.

Additionally, Group III from the Middle East is also 
seeing growing acceptance in parts of Asia, 
including China, where one buyer recently told ICIS 
they were conducting viability tests on such material 
to assess whether such product could be suitable 

for regular imports into the Chinese market.

India also has been actively purchasing Group III 
material from the Middle East, although these 
shipments have not been consistent through the year.

In August 2019, the latest available month for 2019, 
India imported 26,600 tonnes of base oils from the 
UAE, compared with 13,056 tonnes in July.

So, given the challenges posed by the continued US 
sanctions on Iran, the uncertainty over IMO2020 
and while current supply-demand conditions 
remain the same, it seems likely that Middle East 
Group I and Group II base oils would likely continue 
to face challenging conditions in 2020. Elsewhere 
though there could be some potential for 
improvement in the Group III market.

“As the year progresses, the markets should 
stabilise, resulting in a clearer picture of who has 
fared best through this highly uncertain period,” 
noted ICIS’s Connolly. n
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$660-685
In October, Middle East-origin 
Group III 4/6/8cst prices were 
briefly reduced to $660-685, a 
move which triggered demand 
interest from buyers
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