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Packaging 
demand

Demand from the sector 
across all recycled polymers 

has fallen by 20-30% in 
April year-on-year due to 

substitution back to virgin

European coronavirus containment measures have stalled demand and growth across 
recycled plastics chains as players switch back to virgin, new projects become delayed, 
and players increasingly worry about the potential for debt refinancing obligations to 
cause bankruptcies in the supply chain.

The escalating impact on the market has been sudden and surpassed initial 
expectation. In mid-March concerns in the recycling industry had only been limited to 
the impact on virgin prices – with which recycled material competes – and individual 
customer relationships in countries such as Italy. 

Up until the end of March, the recycling markets had largely been trading normally, 
albeit with some additional buyer caution. This, however, started to shift in April, 
ushering in a period of uncertainty for recycling.

As lockdown measures came in to force, concerns expanded out to encompass limited 
volumes entering collection systems, logistic disruptions, potential downstream 
demand losses in non-packaging sectors, buyers abandoning sustainability measures 
and a reduction in necessary long-term investment. 

Demand for non-packaging applications such as retail, apparel, construction, 
automotive, and outdoor furniture has fallen sharply because of widespread closures. 
In recycled polymer markets such as recycled polypropylene (R-PP), for example, where 
the majority of end-use is for non-packaging applications such as automotive, outdoor 
furniture, construction and flower pots – almost all European flower pots are now made 
from R-PP – demand in April has fallen by around 50% in April year- on- year. 

More widely, although underlying plastic packaging demand remains high as 
homeworkers are using more packaged goods, demand from the sector across all 
recycled polymers has fallen by 20-30% in April year- on- year due to substitution back 
to virgin material.

The coronavirus has had a major impact on petrochemicals, hindering global supply 
chains, changing consumer demand patterns and prompting wide swings in the 
markets. 

The price for products such as colourless recycled polyethylene terephthalate (R-PET) 
flakes and food-grade pellets, high density polyethylene (R-HDPE) natural and food-
grade pellets and R-PP natural pellets are all now higher than virgin material. The 
spread between other grades of recycled polymers and their virgin counterparts is also 
narrowing as virgin prices drop.
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Sources in the recycled 
polyethylene terephthalate 
(R-PET) market – the most 

widely recycled plastic 
across Europe – have seen 

a change in consumer 
behaviour, particularly 

around buying habits, and 
more importantly, recycling 

habits

Optimise your resources management and advance your 
sustainability goals with leading insight from ICIS. Bringing 
clarity to the recycling, chemical and energy markets, our 
data, analytics and expertise empower you to make the 
best-placed decisions in the here and now and enable you 
to plan strategically for the longer term.

Have you checked out our 
recycling and sustainability hub?

EXPLORE NOW

By 23 April the spread between R-PP black pellets and the low-end of the virgin raffia PP 
spot price had narrowed to €30/tonne, from €160/tonne at the beginning of March.

Crude prices have fallen to record lows, bringing down virgin feedstock and polymer 
costs. This combined with higher security of supply and ease of use in virgin markets, 
along with available workforce limitations has caused substitution back to virgin across 
recycled polymer markets. 

“In the current situation, if they can’t find recycled low density polyethylene (R-LDPE) they’ll 
use LDPE simply to [be able to] supply [their goods],” a major packaging manufacturer said. 

Consumer buying habits change 
Sources in the recycled polyethylene terephthalate (R-PET) market – the most 
widely recycled plastic across Europe – have seen a change in consumer behaviour, 
particularly around buying habits, and more importantly, recycling habits. 

“People are buying [bottled] water and they don’t bring it back, they store it,” a German 
recycler at the end of March. Demand for virgin PET increased significantly in March as 
Europeans began to panic buy food and other necessities, though this had stabilised 
somewhat in April. 

“On the one hand, it’s a regular seasonal effect in February and March – it’s winter 
so people drink less [bottled drinks]. But on the other, purchasing has increased big 
time, so [consumers] store [bottles] at home, [and] some have switched to glass,” the 
recycler added. 

Sources in Germany, which has one of the most established deposit return schemes 
(DRS) in Europe where consumers return their used PET bottles via reverse vending 
machines in locations such as supermarkets, are waiting to assess the impact of 
social distancing and self-isolation on the recycling market.

Many will be looking at how used PET bottles are returned to the recycling stream 
during the outbreak as it comes at a time when post-consumer bottle availability is 
already tight due to the previously mentioned drop in bottled-drinks consumption.

There have been some early signs of an increase in returns following the Easter holidays, 
but it waits to be seen just how much material comes back into the system.

https://www.icis.com/explore/industries/recycling-sustainability-hub/
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Get a clear view of the impact of market developments to manage 
investment planning and gauge risk with our R-PP pricing analytics.

Protect your position now, 
and in the future

ELEVATE YOUR PLANNING NOW

Natural R-PP pellet monthly price minus virgin PP spot price

€/tonne
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This is also likely to have an effect on seasonal trends 
associated with the consumption of bottled drinks. If 
social distancing is still in effect during the summer, 
people may not go out as much, resulting in less R-PET 
availability. 

Some market participants said the coronavirus may cause 
more people to turn to tap water or use glass bottles over 
plastic. 

Other countries may see availability of post-consumer 
material limited as governments prioritise household 
waste collection over that of recycling. 

In early April, the UK government issued non-statutory 
guidelines to local councils and waste collection companies advising household waste 
should be prioritised, but that “local authorities should seek to maintain current waste 
services as far as possible, including the separate collection of food waste and of dry 
recyclable materials”.

The UK guidelines classified residual (black bag) and food waste as high priority, and 
dry recyclable waste, collected on a fortnightly basis, as medium. Weekly collection 
of dry recyclable waste was categorised as low priority, with a suggestion that weekly 
collection could be scaled back to fortnightly.

A similar trend of reduced collection rates is expected in other key recycled polymer 
sectors such as recycled polyethylene (R-PE) and recycled polypropylene (R-PP). 

“We plan that we will have less material getting in to our plants in the next weeks,” a 
major French waste collector and reprocessor said. 

Coupled with this, post-industrial material is no longer widely available because of 
limitations activity in major end-use sources of waste material such as automotive and 
construction.

Reduced collection rates typically take several weeks to be felt in the market because 
of the time it takes post-consumer or post-industrial material to work through the chain.

Nevertheless the drop in demand has been substantial enough that it has outweighed 
any shortages in collection. 

https://www.icis.com/explore/commodities/chemicals/recycled-polypropylene/
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Several sources in the past 
two weeks have said that 

potential bankruptcies are 
only one- to- two months 

away if conditions are 
unchanged and banks do 

not make allowances for the 
current crisis

Logistics concerns 
Also of concern is the impact of the pandemic on logistics. Now that several countries 
across Europe have closed their borders and restricted the movement of goods and 
people, getting material to and from recycling units is has proved a challenge for some. 

“We see [problems] on the logistics side, so with getting bottles delivered, and also 
delivery of our finished goods. There are some borders closed but it’s mainly focused 
on people trends, not transport of goods... Checks on temperatures [of drivers] at 
borders… delay transport activities,” an R-PET producer said. 

Across the recycling industry, pan-European trade flows are common with both post-
consumer and post-industrial waste commonly sourced from overseas – depending 
on availability and quality – and finished recycled flakes and pellets also commonly 
exported cross-border. 

“Logistics is very painful at the moment in Europe, for all products and all materials, 
don’t know what it’ll mean in the end as it’ll impact the usage of the products,” a flake 
producer in central Europe said. 

Logistic concerns initially caused some companies to build up inventories to manage 
any potential disruption. 

Nevertheless, as demand has weakened recyclers have increasingly idled operations 
or begun to work purely from existing stocks.

Cash reserves at recyclers are typically significantly 
lower than petrochemicals players, and many rely on 
short-term debt financing to fund investment.

There are widespread concerns over potential 
bankruptcies in parts of the chain depending on the 
approach banks take to debt refinancing. Several 
sources in the past two weeks have said that potential 
bankruptcies are only one- to- two months away if 
conditions are unchanged and banks do not make 
allowances for the current crisis.

“Of course a lot of recyclers are continuously investing 
so they don’t keep a huge cash reserve and when you 
talk to banks and financing stocks they’re not keen to do 
so, you could quickly end up in cash flow issues even 
though 6 weeks ago your business was a healthy one. 
Your fate is in the hands of the banks. 

In terms of investing in additional machinery some are 
leasing machines but the most commonly used one is 
bank financing and then you have to show ratios for 
financial performance in terms of cash flow and margin. 

It’s those areas where you’re in a difficult position 
because the margins for 2020 will be lower or negative 
and if your loans are linked to performance on certain 
ratios you can be in trouble relatively shortly,” a major 
recycled polymer producer said.
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For maturing recycling markets such as recycled polyolefins (R-PO) growth in 2020 
had been expected to be strong because of increased use from the cosmetics and 
household goods packaging sectors. 

With long testing cycles of around 18- months and multiple projects that had been 
delayed from 2020, consumption had been expected to increase sharply from the 
second quarter. 

Nevertheless, because of the resultant disruption from the coronavirus panic and end-
user unwillingness to use new suppliers while the pandemic continues, growth in the 
market has stalled.

The longer term impact on investment decisions also remains uncertain. Investment 
across both mechanical and chemical recycling is vital if the industry is to meet 
ambitious legislative and brand targets for packaging recycling. 

There is a current severe shortage of food-grade material across all recycled polymers – 
both on the collection and reprocessing side. 

Reprocessing capacity for food-grade approved pellets stands at around 300,000 
tonnes/year for  R-PET, and at around 100,000 tonnes/year for R-HDPE.

For other recycled polymers, European food grade material is non-existent outside 
of some very limited volumes from post-industrial agricultural sources because of 
European Food Safety Authority (EFSA) requirements on traceability and sorting.

New technology, new collection methods, the growth of chemical recycling and 
increased reprocessing capacity are all needed to meet ambitious brand owner 2025 
targets.

Because of the resultant 
disruption from the 

coronavirus panic and end-
user unwillingness to use 
new suppliers while the 

pandemic continues, growth 
in the [recycled polyolefins] 

market has stalled

“The shortage in feedstocks, weaker recycled demand and 
financial instability of non-integrated recyclers is creating 
a perfect storm for longer term targets to potentially be 
missed as investment throughout the chain regresses” 
Helen McGeough, Senior Analyst, Plastics Recycling

https://www.icis.com/explore/commodities/chemicals/polyethylene-terephthalate-recycled/
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vital and growing sector. 
Mark has been with ICIS 
since 2008, covering 
recycling, petrochemical 
and fertilizer markets 
– including eight years 
as the editor of the 
R-PET report. Mark is 
currently the editor 
of the R-PE and R-PP 
reports, which he 
launched in 2019. Prior 
to joining ICIS, Mark 
covered international 
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markets.

Matt Tudball
Senior Editor, Recycled PET
Matt Tudball is the Senior 
Editor for Recycled PET 
at ICIS. Matt joined ICIS 
in 2012, covering African 
and Turkish polymers. 
Matt spent two years in 
the Commercial Strategy 
team, leading customer 
development and 
engagement activities 
across Europe, before 
returning to the editorial 
team in 2019. As part of 
the ICIS Sustainability 
team, Matt focuses on 
the role recycling and 
sustainability plays in the 
petrochemicals market, 
and is helping develop 
new products and tools 
which will bring better 
insight and analysis to 
this fast-growing sector.

However, a weaker economic outlook is having a 
limiting effect on investment, particularly in areas 
such as recycling where investment from small start-
ups is common due to lower barriers to entry than for 
petrochemicals, and where collection systems remain 
largely in the control of local authorities. Both are 
vulnerable in the current situation. 

The economic fallout from the global recession of 
2008, for example, resulted in more than a decade 
of underinvestment in collection systems by local 
authorities because of widespread austerity measures 
across Europe. 

Global recession likely 
With the scale of social distancing measures necessary 
for the containment of the pandemic, a global recession 
is looking increasingly likely, the fundamental question 
remains whether it will be ‘u’ or ‘v’ shaped. 

“ICIS views the trends as moving towards a U-shaped 
recovery, with the global economy and chemicals 
demand taking longer to rebound than they did in the 
financial crisis of 2008-2009.

ICIS Chemical Report indicates pre-coronavirus volumes 
may not return until 2022.” Helen McGeough, Senior 
Analyst, Plastics Recycling

And even as some countries start to ease up on their 
containment measures, the European recycling markets 
are still searching for some much-needed clarity on what 
the fallout from the coronavirus will mean for them in 
both the near-term and long-term future.


