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The US polyethylene (PE) industry is facing a challenging margin environment as 
significant new capacity additions are coming on stream at a time when the global 
economic slowdown has weakened incremental demand growth.

A wave of new capacity built between 2017 and the first half of 2020 is expected to add 
a cumulative amount of 6.5m tonnes/year of new US PE capacity.

These projects include several plants that were originally 
scheduled to come online in 2019 but have been delayed 
to 2020.

LyondellBasell is currently in the commissioning phase at 
its 500,000 tonnes/year Hyperzone PE plant in La Porte, 
Texas. Formosa is planning to start up its new 400,000 
tonnes/year low density polyethylene (LDPE) unit in Point 
Comfort, Texas, in April, while Sasol delayed the start-
up of its new 420,000 tonnes/year LDPE plant in Lake 
Charles, Louisiana, after the plant experienced a fire and 
explosion in January.

Rising global recession risks
This new capacity has reached the market at a time 
when slowing global demand has depressed incremental 
PE demand.

Global GDP growth slowed to the lowest level in a 
decade in 2019 and hopes for a recovery in 2020 have 
been dashed by the coronavirus  outbreak.

Widespread quarantine measures enacted to limit the 
spread of the coronavirus have disrupted supply chains 
and resulted in reduced consumer spending amid 
restricted access to public spaces.

Oxford Economics expects to see a 12% contraction in 
US GDP in the second quarter, driven by a record decline 
in consumer spending. S&P Global Ratings predicted 
a 1% drop in US GDP during the first quarter and a 6% 
decrease in the second quarter. Both firms predict 0% 
US GDP growth for the full year of 2020.

Similar impact on major economies in Europe and 
Asia are threatening to tip the global economy into a 
recession.
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Rising export focus
Global demand is an increasingly important metric for US PE producers, who are 
exporting a larger share of their total production than ever before as most of the new 
capacity builds are aimed at export markets.

US PE exports rose by 42.2% in 2019 compared with 2018 in spite of headwinds 
including slower economic growth and trade tensions between the US and China, the 
world’s largest importer of PE.

According to data from the ICIS Supply and Demand Database, the US exported 51.6% 
of its total PE production in 2019, up from 39% in 2018.

US ethylene advantage compressed
Ethylene cash cost advantage for integrated US producers has been the main driving 
force behind the large expansion of US PE capacity.

The cost advantage derives from the availability of low-cost ethane feedstocks resulting 
from a massive increase in US natural gas liquids (NGLs) production stemming from 
increasing oil and gas production from US shale plays.

The sharp decline in crude oil prices triggered by the coronavirus outbreak has brought 
down production costs for naphtha-based producers, which are more sensitive to oil 
prices than US gas-based production.

While this will compress the US ethane advantage, US producers will remain among the 
lowest-cost producers in the world.

“$30/bbl oil will not prove sustainable over the longer term as these prices are not 
profitable for oil producers. On a like-for-like basis, producing ethylene from ethane 
rather than crude remains advantageous even at crude oil values of $30/bbl,” said 
James Ray, VP of consulting, Americas, at ICIS.

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

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