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Operating rates at China’s petrochemicals facilities will 
recover slowly after the coronavirus (Covid-19) outbreak, 
with some only recuperating average levels by late 
March.

ICIS analysts have made projections for operating rates 
at key chemicals plants.

The reduced rates or stoppages in many facilities could 
trickle down to other countries due to the important role 
China plays in global chemicals value chains.

Polyethylene
Around 1.5m tonnes of polyethylene (PE) demand may 
have been affected by the outbreak, which if controlled 
could allow operations to return to normal in March.

China’s PE consumption in 2019 is estimated at around 
35m.

ICIS forecasts PE downstream operating rates will return to the 70-80% levels by the 
second half of March. Current operating rates are estimated at around 40% due to the 
lack of workers.

Demand for high density polyethylene (HDPE) blow moulding has picked up as the 
product is used in medicine bottles and other medical products.

Usually, PE downstream operating rates return to 70-80% levels after the Lantern 
Festival which takes place this week, one week after the extended Chinese New Year 
holidays.

PE is a key material for packaging, with consumption for PE film estimated at around 
18m tonnes in 2019 in the country, accounting for 51% of total PE annual demand.

Polypropylene
Many provincial governments delayed the resumption of work to 10 February.

Downstream factories are expected in some cases to operate at reduced rates due to 
staff shortages, high product inventories and sluggish logistics.
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1.5m
1.5m tonnes of PE demand 
may have been affected by 
the coronavirus outbreak.
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Currently the average operating rate of PP 
downstream is 30-60%. As usual, some downstream 
units will resume production after the Lantern Festival, 
seven days later than Chinese New Year.

It is expected that around 1.2m tonnes of PP demand 
might be impacted if the epidemic can be controlled 
by March-April, accounting for 4.2% of the total 
demand in 2019.

The average monthly demand of PP in China is around 
2.4m tonnes based on annual demand in 2019 at around 
29m tonnes.

The virus outbreak will support demand in the medical 
sector such as masks, injection syringes, and protective 
clothing which has risen sharply since January, boosting 
demand for supply of non-woven PP, fibre grade and 
transparent PP (TPP) grade.

However, because unit consumption is too small, actual 
demand for PP is limited.

China’s mask industry would need 32,300 tonnes of 
PP to fully utilise its capacity, which only accounts for 
around 3% of PP fibre (high melting index fibre) demand 
and less than 0.1% of total PP demand in 2019.

Meanwhile, other sectors will decline, including 
catering (especially take away), daily necessities, and 
infrastructure, leading to weakening demand for PP flat 
yarn, injection grade and so on.

China demand is expected to significantly improve in 
the normal peak season from April when consuming 
activities become more positive.

In 2020, the household electrical appliances industry 
is expected to support PP demand due to cyclical 

replacement of goods among families in China.

MEG
It is estimated that China monoethylene glycol (MEG) demand  was reduced by 20% in 
February due to the coronavirus outbreak.

Currently, China’s polyester operating rate is at 60% - a relatively low level compared 
with same period over the past few years, restricted by logistical problems and 
manpower shortages.

As a result, ICIS expects China MEG CFR (cost and freight) prices to drop in February 
before an uptrend in March.

This is based on an expectation of some textile factories recovering by the end of 
February.

Top 20 chemicals made in China
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China prices will be under downward pressure throughout 2020, primarily driven by at 
least 5m tonnes/year of new capacity expected to be released as commercial cargoes 
within the year.

Polyester demand growth is expected to slow, dampened by weaker domestic apparel 
demand, and the US-China trade war dampening textile/clothing export demand.

China’s apparel market faces high inventory pressure, with domestic textile and 
apparel retail revenues down 20% in 2019, year on year, due to a shift in spending 
habits and increasing environmental awareness, especially among millennials.

Methanol
China’s methanol demand is expected to fall 16% month on month in February, 
pressured by high inventory, halted factory activities and restricted gasoline 
demand, especially from the methanol blending and methyl tertiary butyl ether 
(MTBE) sectors.

The Chinese government’s efforts to curb the spread of the coronavirus prompted a 
lock-down in transportation.

Other domestic demand into markets such as coal to olefins/methanol to olefins (CTO/
MTO), formaldehyde, and acetic acid, is expected to be down 15-20% month on month.

ICIS expects China methanol demand to drop 8% in Q1 and fall 3% to 7.1m tonnes in 
2020 from earlier estimates, though still with 3.5% year-on-year growth.

This is based on expectations of China’s major economic activities slowly recovering 
by the end of February.

Some signs of a recovery in economic activity from March onwards in major 
petrochemical provinces such as Shandong and Henan are expected to provide some 
support to the market.

Stay vigilant of situations like the coronavirus outbreak and its impact 
on supply and demand with the ICIS Supply & Demand Database. 

Adjust your short- and long-term strategies with robust data 
consolidated in a single database.

2020 is not turning out the way anyone could have 
anticipated. How are you supporting your short-term 
strategy this year?

ELEVATE YOUR BUSINESS STRATEGY TODAY

Current operating rates at PE downstream plants in China is 
estimated at around 40% due to the lack of workers

At least 146,300 tonnes of 
benzene demand will be lost 

in February, ICIS predicts.

https://www.icis.com/explore/services/analytics/supply-demand-data/icis-supply-and-demand-database/?cmpid=ILC|CHEM|CHCOM-2020-02-Coronavirus-insight-forecastsad&sfid=7014J000000Q5yZ
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Benzene, Styrene
The coronavirus outbreak directly impacted the downstream finished 
consumption of the aromatics industry chain, which was extended to 
the upstream.

In February, demand from finished goods will resume at a slower-than-
expected pace due to logistics restrictions and the limited return of 
workers. As a result, raw material producers will face the pressure of 
rapidly rising inventories.

About 65% of acrylonitrile-butadiene-styrene (ABS) factories and 
40% of polystyrene (PS) factories lowered operating rates or delayed 
planned resumption.

ICIS expects at least 116,800 tonnes of styrene demand to be cut in 
February. It is estimated that styrene demand will be down by 6.5-7.0% 
in Q1 due to the delay of downstream restarts.

At least 146,300 tonnes of benzene demand will be lost in February, 
ICIS predicts. Usually, upstream plants in the aromatics chain are not as 
quick to adjust operating rates as downstream.

ICIS estimates the styrene industry operating rate is reduced by only 5% in February, 
with a production loss of 36,700 tonnes and inventory increasing by more than 
80,000 tonnes.

Other benzene downstream such as phenol, caprolactam and aniline are also starting 
to cut operating rates or shut down at different levels.

For the whole of 2020, ICIS expect there is little impact on the aromatics-styrene 
industry from the coronavirus outbreak, around only 0.2%-0.5%.

This is because that real estate and infrastructure 
investment is predicted to be stimulated this year by 
government to support whole-year GDP growth.2020 
is important for local government as it is the last 
year in the 13th five-year plan, therefore expandable 
polystyrene (EPS) demand and production will grow 
faster than expected.

Butadiene & Rubber
Styrene-butadiene-rubber (SBR) and polybutadiene 
rubber (PBR) demand in Q1 is expected to decrease by 
at least 100,000 tonnes or 15%. In a worse-case scenario, 
consumption loss could reach 180,000 tonnes.

Most Chinese tyre makers shut down during the Spring 
Festival but have postponed their restart times by one-
two weeks.

SBR and PBR demand in Q1 is expected to decrease by  
at least 100,000 tonnes or 15%

Podcast
Listen to this podcast interview by 

Will Beacham with ICIS analysts 
Fanny Zhang and Rachel Qian 
plus John Richardson, senior 

ICIS consultant for Asia, as they 
discuss the coronavirus outbreak’s 
impact on demand for PE, PP and 

other value chains.

LISTEN NOW

https://www.icis.com/explore/petrochemicals-to-recover-slowly-after-coronavirus-outbreak/?cmpid=ILC|CHEM|CHCOM-2020-02-Coronavirus-insight-podcast&sfid=7014J000000Q5ye


Copyright 2020 Reed Business Information Ltd. ICIS is a member of RBI and is part of RELX Group plc. ICIS accepts no liability for commercial decisions based on this content.

CORONAVIRUS: CHINA PETCHEMS SLOW RECOVERY | 6

Total demand of PVC in Q1 is 
expected to drop by 20%.

ICIS expects overall production will be back to normal from late February or early 
March.

Restrictions mainly come from labour and epidemic prevention materials shortage, 
poor logistics and transportation, and lack of funds.

Tyre demand in February to April may remain at risk, not only for domestic 
consumption but also exports.

The Chinese government has taken financial measures to support the economy which 
may support demand in H2 2020 to offset part of the consumption loss in H1.

Infrastructure and real estate investments are expected to support the truck bus radial 
tyre, while recovered consumer confidence may support passenger car radial tyre 
demand.

Logistics disruptions have led to delays in deliveries in the industry chain. Rubber 
producers had to cut production to control rising inventories.

This together with lower output activity from ABS producers would reduce butadiene 
(BD) consumption by 22,000 to 25,000 tonnes, or by 8-10% from non-integrated 
derivatives in February in mainland China.

PVC
Polyvinyl chloride (PVC) demand is expected to decrease by 30-50% in February. 
Most Chinese PVC downstream makers shut down their plants during the Lunar 
New Year and subsequently postponed restarts by one to two weeks due to the 
coronavirus outbreak.

As a result, PVC producers have had to cut operating rates to manage rising inventory 
pressure. The production loss in February is about 140,000-200,000 tonnes, or 8-12%.

If the virus is under control at the end of February, demand is expected to recover 
gradually in March. Total demand in Q1 is expected to drop by 20%.

PVC pipe/profiles will be used in building temporary isolation stations during the virus 
spread period with a strong growth expectation in the short term. With the support of 
epidemic prevention and PVC gloves demand, production may remain at a high level 
in H1.

Some large glove makers have run at 70%, close to the normal rate at 80%.

It is expected to recover rapidly in the following week because of the support from 
government. Pipe and profile account for more than half of the PVC demand in China, 
while gloves account for about 5%.

Polyester demand growth is expected to slow,  
dampened by weaker domestic apparel demand,  
and the US-China trade war 


