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OUTLOOK FOR MIDEAST  
GROUP I BASE OILS RESTS ON 
CRUDE, CURRENCY
By Veena Pathare

Spot Group I base oil prices in the key UAE 
market are likely to face a high degree of 
volatility following movements in crude 
oil prices in the first half of 2017, market 
sources said.

A high degree of unpredictability on the 
crude oil front, coupled with an exposure to 
currency fluctuations in key buyer markets 
are expected to impact Group I base oil 
prices in 2017, market sources added.

Market players are thus likely to remain 
cautious about base oils demand and 
offtake in the months ahead, sources said. 

Import prices of Group I SN150 and SN500 
witnessed significant movements in 2016 
tracking sharp swings in upstream crude 
values. 

Crude oil prices were mostly bearish for 
2016 and have been largely so since the 
second half of 2014, weighed down by a 
pessimistic outlook brought on by the shale 
gas boom in the US. 

However, the decision taken by the 
Organization of the Petroleum Exporting 
Countries (OPEC) on 30 November to cut 
crude oil output in 2017 has lent support to 
sharp gains late into the year. 

Prices also rallied sharply with an 18-month 
high netted on 12 December when the 
non-OPEC countries led by Russia agreed 
to jointly reduce output to combat global 
oversupply. 

The recent gains in crude are yet to be 
reflected on base oil prices given the 
seasonal lull at the end of the year. 

It is possible that offers for January-lifting 
product may be firmer, taking into account 
the firmer crude levels.

However, industry sources are of the view 
that a big jump in crude prices may not 

sustain because production cuts may not 
happen as planned. 

“People are still talking of how crude 
outlook remains bearish in the longer-term 
because it all comes down to whether crude 
production cuts really happen, and analysts 
don’t seem to be confident that the price 
surge will sustain. We think this strong 
recovery may be short-lived,” a UAE-based 
importer said. 

Market players now remain uncertain on 
where crude oil prices wil stabilise early in 
the year and are expected to procure base 
oils on a need-to basis until a clearer picture 
on crude oil values emerges in the weeks 
ahead. 

Demand for blended lubricants in Africa 
was strained by currency issues in many 
countries. 

With Africa serving as a key market for 
finished product exports, base oil purchases 
among several UAE-based blenders 
was affected as they grappled with order 
cancellations and payment delays owing to 
a lack of US dollar availability. 

Market players expect currency issues to 
continue affecting demand for finished  

lubes and weigh on base oils offtake in 
2017 as well. 

The difficult political landscape prevailing in 
many African nations is also likely to impact 
the trade, market sources said. 

Furthermore, the absence of credit facilities 
available for the import of sanctioned 
Iranian base oils will continue to hinder 
large-volume cargo imports from Iran, 
market sources said.

“Owing to the sanctions imposed on Iran, 
we have to purchase base oils from Iran 
on a cash basis. So volumes purchased 
at time are limited because it is difficult to 
come up with large amounts of cash to 
fund big volumes,” a UAE-based base oil 
importer said.

With a limited idea on the lifting of sanctions 
imposed by US on Iran given the change in 
US presidency, market players also remain 
uncertain on the availability of credit to fund 
Group I base oil imports from Iran in the 
months ahead.

“All eyes are now on Donald Trump, what 
he does with the Iran nuclear deal and his 
stand on the sanctions,” the importer added.

BASE OILS
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IRAN BUILDING THIRD-BIGGEST 
PETCHEM COMPLEX IN MOKRAN
By Tahir Ikram

Iran is building an $11.9bn petrochemical 
complex in Mokran that will offer great 
potential for investors due to its strategic 
location, with ready access to cheaper gas 
feedstock, an industry executive told ICIS. 

The Mokran petrochemical complex, 
located at the south eastern Chabahar 
coastal area, will be the third-largest 
petrochemical base in Iran, after Bandar 
Imam and Asaluyeh.

“We have developed several scenarios 
in investment, partnership and financing. 
Foreigners can own up to 100% of the 
plants or can join Iranian investors as their 
local partner,” Reza Ebadzadeh, CEO of 
SPI International Proprietary Ltd (SPII), a 
subsidiary of SHASTAN, which owns nearly 
one quarter of petrochemical sector of Iran, 
said in an email interview.

SHASTAN is the master developer of the 
Mokran Petrochemical Hub, as well as 
the owner of three plants plus utility (nine 
different packages) within the Mokran 
Area, while SPII is in charge of funding 
arrangement for SHASTAN’s mega 
projects.

The Mokran complex is projected to have 
a total production capacity of 25m tonnes/
year, a considerable part of which will 
be exported and the rest kept for captive 
domestic downstream use, according to an 
Iranian government publication.

Mokran Petrochemical Complex consists of 
four urea-ammonia plants, four methanol-
ammonia plants, five methanol plants, two 
olefin plants, one aromatics plant, one 
methanol-to-olefin plant and one crystal 
melamine plant.

It has three sections reserved for 
construction of additional plants and nine 
sections reserved for construction of 30 
downstream units. The site also offers huge 
storage, utility and terminal infrastructure. 

“Iran is a player that cannot be ignored in 
this game. Simply 20% of methanol of the 
world shall come out of Asaluyeh….strategic 
location, access to international water, 
easy access to landlocked markets give 
us a logistic superiority,” Ebadzadeh said 
highlighting Mokran projects’ advantages.

“In the new world trends, only countries with 
outstanding competitive advantages can 
stay,” Ebadzadeh said.

In 2012, a company called Negin Mokran 
Development Petrochemical Company 
(NMPC) was set up under SHASTAN 
as the master developer of the project. 
The project’s study, land preparation and 
acquisition of required licenses started in 
late 2015.

“Now, negotiations for the utility project 
have concluded and three contracts have 
been signed on build-operate-transfer 
& EPCF [engineering, procurement and 
construction] basis, Ebadzadeh said.

Construction of the first methanol plant at 
the site known as Badr-e-Shargh started 
in 2016. The 1.65m tonne/year plant is 
expected to come on stream by 2019. 

“For [the] methanol section, license 
agreement, as well as the EPCF 
[engineering, procurement, construction 
and finance] contract has been already 
signed,” Ebadzadeh said.

“We have also signed an MOU 
[memorandum of understanding] with a 
reputable Russian company for EPCF 
of the pipeline project and I believe the 
contract will be signed before 21 March,” 
Ebadzadeh said, referring to the proposed 
Mokran Gas Transmission Pipeline 
responsible for providing the feedstock to 
each plant.

“Three phases have been defined for the 
upstream projects. The construction started 
in 2016 and each phase will take three 
to four years to complete. Downstream 
projects will be constructed in parallel with 
or after upstream plants construction based 
on investors’ policies,” Ebadzadeh said.

The initial phase of the Mokran project will 
require $5.7bn in investment.

IRAN
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Mokran Project Investment (in $m) Timeline

Phase 1 5,700 2019-2020

Phase 2 2,800 2021-2022

Phase 3 3,400 2023-2024

Total 11,900 2019-2024
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Most of the projects have been sold out to 
local investors, according to Ebadzadeh 
though most of the owners would like to 
have international partners.

“Petrochemical plants in Mokran may enjoy 
10% to 30% discount in gas feedstock price 
awarded by the government in Chabahar 
Free Trade-Industrial Zone,” Ebadzadeh said.

“More specific, as the value chain is extended 
from level one to level three, the discount 
increases from 10% to 30%,” he added.

Iran is developing Chabahar industrial 
zone on the northeast coast of Oman Sea 

outside of the Persian Gulf and is working 
on developing a deep sea port, railways 
and airport.

The government offers 20 years of tax and 
duty exemptions on projects at the Mokran 
complex, Ebadzadeh said.

He acknowledges concerns about a global 
oversupply of petrochemicals, in the wake 
of the shale gas boom in America and new 
capacities in China. However, he stated that 
there are solutions to encounter this situation.

“The growth in demand is moving from 
traditional markets to new markets. We are 

lowering our dependency to a so-called, 
monopsony,” he said. 

“Although there are some signs that China is 
going to have lower economic growth rate, 
there are many other growing markets… It is 
not a difficult task to expand our presence in 
India, Africa, ASEAN and Pakistan. 

“Although it is easier for us to deal with 
large quantities, today you can knock the 
door of our office in Germany, and ask only 
for one truck! It is our main competitive 
advantage that we have a sound control 
from A to Z, manufacturing to distribution,” 
he added.
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MIDEAST PE/PP PRICE OUTLOOK 
WEIGHED DOWN BY AMPLY SUPPLY
By Veena Pathare

New polyethylene (PE) supply expected to 
come on stream in 2017 is likely to weigh 
down on Gulf Cooperation Council (GCC) 
spot prices in the first half of the year.

Demand for plastics in key sectors such 
as packaging, consumer goods and 
construction remains hampered as a result 
of a lacklustre macroeconomic performance 
brought on by a weak crude environment, 
market sources said. 

GCC’s PE demand is likely to remain largely 
similar to that seen in 2016 and the additional 
surplus supply resulting from newer startups 
is expected to weigh down on PE prices in 
the months ahead, market sources said.

“I don’t think there is any scope for prices 
to go any other way other than down 
considering so much PE capacity is coming 
up,” a GCC-based importer said.

Sadara Chemical Company (Sadara) 
started up its 1.5m tonne/year mixed-feed 
cracker in late August 2016 and is likely 
to commence commercial operations at 
its 350,000 tonnes/year low density PE 
(LDPE) and 750,000 tonnes/year of linear 

low density PE (LLDPE)/ high density PE 
(HDPE) swing facility in the first quarter of 
2017, according to industry sources.

Speaking to GPCA TV at the sidelines 
of the 11th Annual GPCA forum in Dubai 
on 27-29 November, Saudi Aramco vice 
president for chemicals Warren Wilder 
had previously announced the start-up 
of downstream derivative plants at the 
Sadara’s mega complex in a phased 
manner, week after week, in early 2017. 

ONGC Petro-additions Limited (OPaL) 
based in India started up its mixed-feed 
cracker in Dahej, Gujarat, India in late-
November and looks to commence 
operations at its downstream PE units in the 
first quarter of 2017. 

OPaL’s cracker that has a 1.1m tonne 
ethylene capacity is expected to provide 
feedstock to two HDPE/LLDPE swing 
units with nameplate capacities of 360,000 
tonnes/year each and a 340,000 tonne/year 
stand-alone HDPE facility, according to the 
company’s website. 

Major Indian producer Reliance Industries 
is also expected to start-up its LDPE and 
LLDPE/HDPE units in late first quarter or 
early second quarter of 2017, adding on to 
PE supply.

These newer start-ups in India are expected 
to primarily cater to the Indian market, 
according to industry sources. Indian PE 
imports are, however, expected to come 
off sharply, leading to a surplus availability 
among Middle Eastern PE producers.

Market players deem PE demand in the 
GCC markets to remain largely capped by 
the pessimistic macroeconomic situation in 
the region.

Most economies in the GCC have been 
reeling under the impact of lower crude 
values since the oil price slump in the 
second half of 2014. 

With crude oil exports forming the primary 
source of revenue for countries in this 
region, the economic situation in the region 
is not likely to see a major change from that 
in 2016, according to industry sources.

“Crude prices are likely to fluctuate between 
$45-60/bbl, and the competition from shale 
will not allow it to go up further. We are not 
expecting any improvement in the economic 
situation in 2017 at least,” a GCC-based 
trader said.
 
Similarly, polypropylene (PP) prices in the 
Middle East are also expected to come 
under downward pressure following rising 
supply in the key China market, according 
to market sources.

China is expected to move one step closer 
to achieving self-sufficiency for PP in 2017, 
with the start-up of coal-to-olefin (CTO) and 
methanol-to-olefin (MTO) plants in the country. 

These plants are due to add to domestic PP 
production within the country and bring down 
import inflows, thereby resulting in surplus PP 
supply across markets, market sources said.

“PP prices are likely to come under pressure 
because of rising supply in China, while PE 
will be hit by additional supply from within 
the region,” a GCC-based trader said.

Polymer demand in the East Mediterranean 
(East Med) region is poised to remain weak as 
the region reels under the impact of the ongoing 
political crisis in Iraq, Syria and Yemen.

POLYETHYLENE AND
POLYPROPYLENE
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Jordan-based importers deem polymer 
demand in the country to remain weak, 
plagued by weak finished product exports 
into the key market of Iraq.

“Iraq serves as the primary market for most 
converters since the domestic market is 
small. Sales into Iraq have remained weak 
ever since the war broke out and we don’t 
expect any change in the situation until the 
political situation resumes to normal,” a 
Jordan-based trader said.

“Although there were talks of the Iraq-
Jordan border reopening in June this year, 
it did not happen. As long as the border 
remains closed, business for all finished 
products into Iraq will remain poor. There 
also seems to be no announcement on 
when will the border actually open,” the 
importer said.

“This weakness in end-user demand is 
expected to weigh down PE and PP prices 
in 2017, much like what we saw in 2016,” 
the Jordan-based importer added.
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MIDEAST PS TRADE CLOUDED BY 
SLOW DOWNSTREAM, VOLATILE SM
By Jeslyn Lerh

Polystyrene (PS) trade in the Middle East 
is unlikely to gain momentum in the near 
term as slow downstream demand capped 
buying interests, against a backdrop of 
volatile upstream styrene monomer (SM) 
prices, industry sources said. 

SM prices surged sharply, leading to a rise 
in selling sentiment for PS producers which 
sought to recover margins with higher offers. 

However, there were weak buying responses 
from the Middle East, amid the lull season 
for polymer trade at the end of the year. 

Buyers were also unwilling to accept the 
sharp hikes in PS offers. In the meantime, 
sellers sought to hold out on their offers in 
view of expectations of need-based buying. 
 
Other market participants also highlighted 
that PS prices may be stable to firm in 
early 2017, due to expectations of firmer 
upstream crude prices. 

In November, the OPEC reached its first 
agreement to reduce oil output since 2008. 
This prompted a jump in oil prices in the 
same week, which led to a rise in SM prices. 

“PS prices may move up due to the OPEC 
crude meeting… but this also depends on 
how sustainable the crude and styrene 
uptrend is,” a GCC-based trader said. 

Regardless of upstream developments, any 
price gain in the first quarter may be limited by 
weak PS demand in the Middle East markets. 

“It has been quite difficult for us... my offer 
prices are never accepted by my buyers 
and it’s already not easy to break even 
given rising SM costs,” a southeast Asian 
producer said. 

Buying interest in the GCC is expected to 
remain slow in the near term, with seasonal 
demand peaking only ahead of the 
Ramadan period in June.  

Meanwhile, east Mediterranean trade 
continues to be hampered by ongoing 
political instability in the region. 

Weak demand in Iraq, which is the key 
market for finished product exports for 
many converters, has capped resin demand 
in Jordan largely. 

While there may be some incremental 
demand ahead of the Ramadan period in 
June 2017, it is not expected to boost prices 
by a large extent. 

However, some market participants think 
that customers will have to accept the 
import prices eventually.  

“I think customers will still consider 
importing even if Asian prices are higher, 
as SABIC [Saudi Arabia Basic Industries 
Corporation] supply is not enough to meet 
all the requirements,” another GCC-based 
trader said. 

SABIC is the sole supplier in the region and 
offers goods on a delivered-to-factory basis. 

In the meantime, most market participants 
are on the lookout for further developments 
in the volatile upstream crude and SM 
markets. 

POLYSTYRENE
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SAUDI ARABIA DIVES DEEPER 
INTO PETCHEMS AS LEADING OIL 
POSITION WEAKENS
By Jonathan Lopez

Saudi Arabia’s SABIC is to splash out 
$820m to fully control its 50:50 SADAF 
petrochemical joint venture with Shell in a 
move which further strengthens its drive 
to expand into downstream industries to 
diversify its economy away from crude oil.

Due to expire in 2020, SABIC and Shell 
announced on 22 January an agreement 
for which the cash-strapped Anglo-Dutch 
energy major would end its 37-year old 
stake in SADAF. 

Shell said it had taken the decision as part 
of its strategy to divest $30bn of non-
core assets within the next three years. A 
spokesperson for the company told ICIS 
that chemicals continued to be a “growth 
engine” within Shell’s operations. 

Shell and SABIC had considered building 
further styrene monomer capacity in the 
Kingdom alongside propylene oxide and 
polyols but that project fell through. Shell  
is adding SMPO capacity utilising its  
OMEGA technology in its joint venture  
with CNOOC in China at Huizhou in 
Guangdong Province.

As it stands, SADAF, which has capacity to 
produce 4m tonnes of chemicals from six 
world scale plants at the Jubial industrial 
complex, is an amortised venture. The 
divestment will deprive Shell of nearly 
$150m/year in earnings, or 13% of its 
$2.3bn/year in cashflow from chemicals, 
according to analysts at investment bank 
Redburn. 

“SABIC will be able to invest further in the 
facilities as a result of Shell’s exit, while 
Shell will focus its downstream activities,” 
said the analysts in a note to investors 
earlier this week. 

“We lower our downstream [refining and 
chemicals] earnings estimates by c [circa] 
$150m in 2017 to $5.4bn.” 

During 2015, Shell greatly suffered from the 
fall in crude oil prices, with sales at $272bn, 
down 37% year on year, posting annual 
losses of $811m, down from a net income 
of $2.7bn in 2014, according to its 2015 
annual report. 

The oil major is due to report its 2016 
financial results on 2 February. 

Other sources within the petrochemical 
industry in the Middle East said Shell’s 
decision to exit the joint venture had been 
purely “political” as Saudi Arabia shifts focus 
from its current crude oil, upstream-based 
economic system towards one in which 
the country also becomes a player in more 
downstream sectors. 

The Kingdom called the strategy 
Saudi Vision 2030, an attempt to boost 
manufacturing in the country to provide 
better prospects to 13m of its citizens who 
are below the age of 30. The strategy 
would place the national oil major Saudi 
Aramco at the centre to expand in sectors 
largely undeveloped – chemicals and 
petrochemicals being a prime example.  

According to the International Labour 
Organisation, youth unemployment in Saudi 
Arabia stood at 29.5% in 2014. Moreover, 
the Saudi economy took a hit in 2016 as a 
consequence of the fall in crude oil prices 
registered since mid-2014, with GDP 
expected to have grown only by 1.2%, 
sharply down from the 3.4% in 2015.

As part of the drive towards downstream 
activities, Saudi Aramco in 2015 agreed  
to pay $1.2bn for a 50% stake in a  
synthetic rubber joint venture with 
Germany’s LANXESS. 

The joint venture, ARLANXEO, has a five-
year lock up period after which Aramco 
could exercise its right to acquire full 
ownership, a move that analysts at the time 
took for granted.  

The joint venture posted falling sales 
and earnings in the third quarter of 2016 
although it might have turned a corner in the 

fourth quarter as global demand for tyres 
improved, according to German investment 
bank Baader Bank. 

Shell’s exit from SADAF, however, has 
raised some eyebrows. Exiting a market 
with plentiful, inexpensive feedstock like 
Saudi Arabia, and doing so before a key 
date, has prompted some market players in 
the Middle East to see in the move the hand 
of Aramco and the wider Saudi institutions. 

According to one source, the move was 
prompted by Saudi “protectionism” at a 
time when the country would be looking to 
dispense with its international partners while 
allowing SABIC to expand.

The move, the source added, would help 
the new administration’s attempt to diversify 
into petrochemicals and move away from 
crude oil. 

“This also falls in nicely with [Saudi] 
Vision 2030 to wean off Saudi Arabia’s 
dependence on crude oil,” the source 
concluded. 

The strategic vision for the new Saudi 
Arabia would include, according to the 
Saudi government, an initial public offering 
(IPO) of a 5% stake in Saudi Aramco, which 
is said to be the world’s largest company in 
assets and potentially worth $2,000bn.

In October, Aramco’s CEO Amin Nasser 
said the IPO was likely to be launched in 
2018, adding all stock exchanges were 
being considered and suggesting the 
company wanted to invest $300bn in the 
next 10 years, with a special focus on gas. 

Although Shell is stepping away from 
SADAF it retains stakes in three ventures in 
Saudi Arabia. 

Aramco is Shell’s partner in one of them, 
the Saudi Aramco Shell Refinery Company 
(SASREF), which has a crude distillation 
capacity of 292,000 bbl/day.

The other Saudi assets are the Aljomaih 
and Shell Lubricating Oil Company 

SAUDI ARABIA
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(JOSLOC), together with Aljomaih Holding 
Company, and Peninsular Aviation Services 
(Pasco), a joint venture between Shell and 
UK’s energy major BP, as well as Saudi firms.

Crude oil equity analysts consulted by  
ICIS pointed to Shell’s urgent need of  
cash, rather than politics or Saudi 
protectionism, as the main reason for the 
divestment. 

In their view, Shell will focus on its large-scale 
petrochemical complexes in the US and 
China. They do not see chemicals as a growth 
engines as described by the energy major. 

“Shell needs cash and it would have 
exited the joint venture in 2020, anyway. 
All in all, Shell is concentrating in the US, 
where feedstock is cheap and has a lot of 
customers around, but chemicals will not 
become a growth engine in any case,” said 
a Paris-based equity analyst at investment 
bank Oddo & Cie, Ahmed Ben Salem.

Shell said the construction of a gas-based 
cracker in Pennsylvania was on track, a 

project which is expected to have an  
ethane production capacity of 1.5m  
tonnes/year. 

“Chemicals can increase cash flow and 
profitability, as in some areas you have 
low-cost feedstock, but the answer for Shell 
going forward is clearly upstream,” added 
Ben Salem. 

Middle Eastern political ins and outs 
will always make good content for a 
Machiavellian essay. The time of Saudi 
Arabia deciding the fate of global crude 
markets has largely passed, with other non-
OPEC producers gaining ground in output, 
notably the US. 

Moreover, its neighbour and arch enemy 
Iran is propping up its presence in the 
market after it entered the world stage again 
in 2015 following the Nuclear Accord. 

Iran’s crude oil production reached a post-
sanctions era high at 3.9m bbl/day.

Invariably, crude oil majors are disembarking 

in Tehran trying to seek new business. 
In November, Shell said it had signed an 
agreement with Iran to seek chemicals 
opportunities in the country.

Before it, France’s Total also announced 
plans to develop a gas field in Iran. 

“Saudi Arabia knows all oil majors will go 
back to Iran and they it can’t stop them. If 
you look at the presence of international oil 
majors in Saudi Arabia, it is not in upstream 
but in chemicals or refining, so they don’t 
have ways to make pressure,” said the 
Oddo & Cie’s analyst. 

Jason Kenney, analyst at the investment 
arm of UK’s Santander Bank covering 
Shell, added that growth of the company’s 
petrochemicals operations will be focused 
on the Pennsylvania complex as well as 
the cracker and downstream investments in 
China. 

“The complex in Saudi Arabia is left to 
Saudi Arabia to run – and that’s the end of 
an era,” he said.
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ASIA AND MIDDLE EAST TDI 
PRICES TO EXTEND LOSSES
By Matthew Chong

Toluene di-isocyanate (TDI) prices in Asia 
and the Middle East are expected to edge 
lower in the first few months of 2017 but 
may start to drop faster thereafter as tight 
supply conditions in Europe are expected 
to be alleviated by the second quarter, 
according to market sources.

Feedstock toluene prices may also play a 
greater role in determining the TDI price 
trend in 2017 as raw material prices which 
have risen in line with crude oil prices since 
November will start to erode TDI producers’ 
margins, sources said.

The supply shortage has stemmed from a 
series of plant troubles, which began when 
Covestro in early October announced force 
majeure (FM) across all of its European 
isocyanates operations including TDI, 
methyl di-p-phenylene isocyanate (MDI) 
and intermediate products due to issues in 
supply of feedstock nitric acid.

These operations were slated to return to 
full production on 11 December but there 
have been no official updates on their 
current status.

Covestro has been shipping cargoes from 
its Shanghai plant to help support the 
European market during this period, market 
sources said, thereby resulting in lesser 
supply availability in Asia.

An explosion and fire at BASF’s 
Ludwigshafen facility in Germany then took 
place in the second half of October but at the 
time BASF said that it was still supplying TDI.

On 23 November, however, BASF 
suspended all TDI production at the 
facility for an indefinite period due to an 
unspecified production problem.

On-spec production at the new 300,000 
tonne/year plant has been delayed yet again 
to April 2017 from its prior target of end-
October, according to a market source, but 
this could not be confirmed with the company.

TOLUENE DI-ISOCYANATE
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There were concerns that some of the 
material from the new plant will find its way 
into Asia besides the Middle East, and 
the start-up delay will bring some relief to 
northeast Asian suppliers, albeit temporarily. 
 
Middle East players have also been eager 
for news about additional supply coming 
from Sadara Chemical’s integrated plant.

Sadara Chemical, which is a joint venture 
between US’s Dow Chemical and state 
energy firm Saudi Aramco, is expected to 
cater to the Middle East and North Africa 
markets. 

Sadara’s two isocyanates plants, a 200,000 
tonne/year TDI and a 400,000 tonne/year 
PMDI unit, will be the last of its downstream 
derivative plants to come on stream and 
most market players expect them to start 
up in Q3 2017 at the earliest, although a 
company source said all its downstream 
derivative plants will be up and running by 
mid-2017.  

From Q2 2017 onwards, the TDI market is 
expected to return to the same oversupplied 
state ad in early-2016 once Covestro, 
BASF and Sadara start running their plants 
normally at high rates.

TDI spot import prices in Asia surged to 
over eight-year highs in October amid the 
rise in China domestic prices due to  
myriad factors. 

Overall supply was relatively tight due to 
turnarounds at several northeast Asian 
plants in October and November.  

Average TDI import prices jumped by 
a cumulative 89%, or $2,100/tonne in 
absolute terms, to hit $4,450/tonne China/
Hong Kong on 19 October in the short span 
of three weeks. 

Average China domestic prices nearly 
tripled to a historical high of Chinese yuan 
(CNY) 49,500/tonne DEL (delivered) south 
China on 19 October over a four-week 
period. Prices have since corrected from 
their peak and were hovering at slightly 
below CNY30,000/tonne DEL south China 
from mid-November to December.

The rise in China domestic prices could be 
partly attributed to panic buying as buyers 
were holding on to low TDI stock inventory 
due to suppressed TDI prices over the past 
couple of years and they started to snap 
up cargoes when prices began to increase 
amid tighter supply.   
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In October 2016, TDI import prices in  
Asia and the Middle East took cues from 
China domestic prices and skyrocketed  
by over $1,000/tonne in the short span of 
three weeks as supply shortage sparked 
weeks of panic buying from customers.

Since November, prices have been on a 
downtrend but the pace of decline has been 
relatively moderate, and TDI prices have yet 
to retrace October moves. This correction 
process is expected to continue during the 
first few months of 2017.

Middle East TDI prices peaked at $4,100/
tonne CFR GCC (Gulf Cooperation Council) 
in October but the prices began to ease in 
early November amid an ample availability 
of cargoes from northeast Asia. Buyers also 
pushed for lower prices as more material 
became available.

There were expectations that prices would 
fall back as quickly as they had risen but 
so far these have not materialised. By 
late-November, TDI prices were only down 
by about $500/tonne CFR GCC from their 
October highs.

On the demand side, buyers have been 
adopting a wait-and-see stance since 
November when prices started retreating 
from their peak.

Chinese foam makers, the downstream of 
TDI, have cut their production following the 
surge in TDI domestic prices in October, 
thereby suppressing the consumption of 
both TDI and polyols.  

TDI, when combined with flexible polyols, 
finds outlets in polyurethane (PU) foam for 
mattresses, furniture and automotive seats.
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Supply and Demand 
Database

Single searchable source of historical data on 
global petrochemical and energy markets

More than just data, the ICIS Supply and Demand Database is a powerful analytics tool which 
gives end-to-end perspectives across the global petrochemical supply chain, including re neries. 
Data is derived by ICIS’s team of Consultants using a ‘bottom-up’ approach – reconciling 
demand with supply, production, local capacity and net trade. Forecasts are validated against 
economic indicators such as GDP and per capita consumption.

Request a one-to-one demo now. enquiry@icis.comwww.icis.com/supplydemanddata

✔ Historical and forecast data (1978-2030)
✔ Over 100 petrochemical products 
✔ Over 12,000 re nery units
✔ Over 18,500 petrochemical plants
✔ Import, export and consumption volumes
✔ Plant capacity, production and operating 
 status

✔ Upcoming plants, including speculative  
 and announced projects
✔ Data breakdown by country, region,  
 product or product family
✔ GDP, population, and consumer price  
 index by country
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