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Contract prices

Highlights
US
Export prices fall sharply on high inventories

Latin America
Buying activity has increased amid lower prices

Europe
Supply lengthens amid depressed demand

Russia and CIS
Prices fall on weak demand

Turkey
Prices keep falling, demand is very low

Middle East
Export prices fall on weak demand

Timing
US
LDPE liner film
LLDPE butene
LLDPE hexene
LLDPE octene
HDPE injection
HDPE HMW film
HDPE BM
Western Europe
LDPE liner film
LLDPE butene
HDPE injection
HDPE HMW film
HDPE BM

US exports
LDPE liner film
LLDPE butene
HDPE injection
HDPE HMW film

Local stocks fall as converters restock

Brazil
LDPE liner film
LLDPE butene
HDPE injection
HDPE HMW film
HDPE BM
West coast South America
LDPE liner film
LLDPE butene
HDPE injection
HDPE HMW film
HDPE BM
Northwest Europe
LDPE liner film
LLDPE butene
HDPE injection
HDPE HMW film
HDPE BM
Russia and CIS
LDPE 15803
LDPE 15303
LDPE 10803
HDPE injection
HDPE HMW film
HDPE pipe/BM
Turkey
LDPE liner film Mideast Gulf
origin
LLDPE butene Mideast Gulf
origin
LLDPE butene US origin
HDPE HMW film Mideast Gulf
origin
HDPE BM Mideast Gulf origin
HDPE HMW film US origin

India
Prices fall as demand stays muted

Pakistan
Buying interest stays limited as currency depreciates

Dalian Futures Market
LLDPE futures rebound from yearly lows last week

Fundamentals to watch
Borealis 1H profit above €1bn as olefins margins widen
Ineos significantly increases Chinese investment
Asian producers cut output with weaker margins
US PE export prices fall sharply on growing inventories
US eyes demurrage, detention fee regulation

Global polymer freight rates
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Basis

Price
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HDPE BM

Buyers wary of further price falls

Contract
marker

Spot prices

China
Southeast Asia and Vietnam

Argus Δ
(monthon-month
change)
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u
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u
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Global snapshot
Europe

LDPE film

LLDPE butene

Turkey
US

LDPE film

LLDPE butene

HDPE HMW film

1,069 u

1,069 u

1,703 u

LLDPE butene
(ME origin)

LDPE film
1,475 u

1,113 u

HDPE HMW film

1,877 u

2,040 u

China

HDPE HMW film
(ME origin)

1,320 u

1,240 u

LDPE film

LLDPE butene

India

LDPE film

LLDPE butene

Brazil

LDPE film

LLDPE butene

1,530 u

Vietnam

HDPE HMW film

1,525 u

1,100 u
LDPE film

LLDPE butene

1,210 u

1,335 u

985 u

HDPE HMW film

1,100 u

1,310 u

HDPE HMW film

970 u

1,165 u

HDPE HMW film

1,055 u

1,010 u

$/t

Key prices
US fas Houston

Timing

Western Europe
contract marker

LDPE liner film

1,058-1,080

Jul

LLDPE butene

1,058-1,080

Jul

1,102-1,124

Jul

HDPE HMW film

China spot cfr
(main origin)

Southeast Asia
dutiable spot cfr

India spot cfr

2,040

1,450-1,500

1,150-1,180

1,320-1,340

1,300-1,320

1,877

1,300-1,340

950-990

1,090-1,110

1,090-1,110

1,703

1,200-1,280

970-1,000

1,080-1,100

1,090-1,110

$/t

Spot prices
Basis
Egypt
HDPE HMW film Mideast Gulf
origin
LDPE liner film Mideast Gulf
origin
LLDPE butene Mideast Gulf
origin
GCC
LDPE liner film
LLDPE butene
LLDPE hexene
LLDPE octene
HDPE HMW film
Jordan/Lebanon
LDPE liner film
LLDPE butene
HDPE HMW film
Saudi Arabia (CMP)
LDPE liner film
LLDPE butene
HDPE HMW film
China
LDPE liner film Main origin
LDPE liner film All origin

Turkey spot cfr
(Mideast origin)

Price

cif

1,200-1,340 u

-80

cif

1,400-1,500 u

-250

cif

1,200-1,340 u

-80

del
del
del
del
del

1,530-1,550
1,230-1,250
1,630-1,650
1,850-1,870
1,230-1,250

q
q
q
q
q

0
0
0
0
0

del
del
del

1,550-1,600 q
1,430-1,460 q
1,350-1,390 q

0
0
0

fob
fob
fob

1,035-1,065 u
835-875 u
855-885 u

-63
-33
-38

1,150-1,180
1,100-1,180
1,194.401,231.34
950-990
940-990
960.44985.07
1,260-1,280

-60
-85

LLDPE hexene metallocene

cfr
cfr
import
parity
cfr
cfr
import
parity
cfr

u

-10

HDPE HMW film Main origin

cfr

970-1,000 u

-35

HDPE HMW film All origin

cfr
import
parity

960-1,000 u
1,009.70t
1,052.79

-40

LDPE liner film domestic
LLDPE butene Main origin
LLDPE butene All origin
LLDPE butene domestic

HDPE HMW film domestic

u
u
t

+4

u
u

-30
-35

t

+27

+12

HDPE injection Main origin

cfr

950-990 u

-30

HDPE injection All origin
HDPE BM Main origin
HDPE BM All origin

cfr
cfr
cfr

950-990 u
960-1,000 u
960-1,000 u

-30
-30
-30

Notes: Main origin - Price of PE of GCC, Asean, South Korean and Indian origins.
All origin - Price of PE, regardless of origin.
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Spot prices

±

Basis
Southeast Asia dutiable
LDPE liner film
LLDPE butene
LLDPE hexene metallocene
HDPE HMW film
Southeast Asia duty free
LDPE liner film
LLDPE butene
LLDPE hexene metallocene
HDPE HMW film
Vietnam
LDPE liner film
LLDPE butene
HDPE HMW film
Indonesia
LDPE liner film Mideast Gulf
origin
LLDPE butene Mideast Gulf
origin
HDPE HMW film Mideast Gulf
origin
India
LDPE liner film
LLDPE butene
LLDPE hexene metallocene
HDPE HMW film
Pakistan
LDPE liner film
LLDPE butene
HDPE HMW film
Bangladesh
LDPE liner film
LLDPE butene
HDPE HMW film
Sri Lanka
LDPE liner film
LLDPE butene
HDPE HMW film
Nepal
LDPE liner film
LLDPE butene
HDPE HMW film
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cfr
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1,320-1,340
1,090-1,110
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u
u
u
u

cfr
cfr
cfr
cfr

1,490-1,510
1,150-1,170
1,360-1,390
1,150-1,190

u
u
u
u

cfr
cfr
cfr

1,200-1,220 u
1,040-1,070 u
1,000-1,020 u

cfr

1,320-1,340 u

-80

cfr

1,070-1,090 u

-60

cfr

1,060-1,080 u

-40

cfr
cfr
cfr
cfr

1,300-1,320
1,090-1,110
1,330-1,350
1,090-1,110

cfr
cfr
cfr

1,360-1,380 u
1,180-1,240 u
1,130-1,150 u

cfr
cfr
cfr

1,350-1,370 u
1,120-1,150 u
1,120-1,140 u

cfr
cfr
cfr

1,500-1,520 u
1,180-1,200 u
1,180-1,200 u

cpt
cpt
cpt

1,470-1,490 u
1,240-1,260 u
1,250-1,270 u

u
u
u
u

$/t
-80
-130
-120
-110
$/t
-40
-10
-50
$/t
-130
-145
-160
$/t
-45
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-110
$/t
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$/bl

Crude

Feedstocks

Effective date

Price

±

Crude oil

Ice Brent

29 Jul

110.01

t

+6.81

The Ice Brent front-month contract was on uptrend this
week as tight supply outweighed concerns over weakening
demand. All eyes were set on what may be a difficult Opec
member meeting next week. There appears to be no real
consensus among Opec+ delegates yet on what the group
is likely to decide for September, despite outside calls for
more output from the US and other western nations. The
front-month contract closed at $110.33/bl on 29 July, up
from $105.18/bl on 22 July.
The front-month Nymex WTI contract followed a similar
pattern. The contract closed at $98.62/bl on 29 July, up
from $94.70/bl on 22 July.

Nymex WTI

29 Jul

98.62

t

+3.92

Effective date

Price

Ethane
Mont Belvieu EPC ethane prices fell by 2.14pc at the end of
the week, falling to 62.875¢/USG, down from 64.25¢/USG at
the end of last week. Ethane prices fell, tracking losses in
natural gas.

70 min paraffin USGC waterborne del

29 Jul

65 para NWE cif
Japan c+f

±

752.22

t

+12.93

29 Jul

741.25

u

-15.00

29 Jul

760.25

u

-5.38

Ethylene
Basis

Effective date

Price

±

del USGC ¢/lb

Jun

6 Jul

42.50

t

+0.50

del USGC $/t

Jun

6 Jul

936.96

t

+11.02

del Europe €/t

Jul

30 Jun

1,495.00

u

del Europe $/t

Jul

30 Jun

1,567.41

u

cfr NE Asia $/t

spot

27 Jul

885.00

t

Crude futures

Naphtha
On the US Gulf Coast, depressed buying interest lingered
with most end-use demand sectors in limbo. Closed arbitrage for all naphtha grades out of the Gulf coast to typical
outlets remained a dominant damper on demand. Domestic
end-use markets also lacked traction, with reformer buyers,
petrochemical producers and diluent buyers all quiet. Weakened gasoline cracks weighed on gasoline blending demand,
which had been a primary driver of trading activity.
Northwest European naphtha prices briefly slumped this
week to their lowest since December 2021 as demand from
key export destination Asia-Pacific fell. Naphtha margins
consistently weakened throughout this week, to reach their
lowest level in a month, as high refinery run rates meant
refineries are producing more naphtha than the local market
can absorb. Excess supply in Europe typically finds a ready
home in Asia-Pacific, but fresh petrochemical cracker run
cuts in the latter region kept the arbitrage route from
Europe firmly closed. Polymers demand in Asia is in a seasonally low phase, while rising inflation globally is exerting
pressure on demand for durable plastics goods, resulting in
regional converters seeing a slowdown in their domestic and
export goods orders.
Against this backdrop, naphtha margins in the Asia-Pacific weakened during most trading sessions of the week. Some
demand was seen from petrochemical buyers in South Korea
and Japan, for September-delivery cargoes, whilst selling
interest was seen out of Qatar and Kuwait for August-loading

Copyright © 2022 Argus Media group

$/t

Naphtha

+25.00

$/t
ICE Brent
Nymex WTI

130
120
110

hh

100
90
80
70
60
2 Aug

12 Oct

22 Dec

7 Mar

17 May

Naphtha spot prices

1,200

29 Jul

$/t

70 min paraffin USGC waterborne del
65 para NWE cif
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cargoes. Meanwhile, Taiwanese private-sector refiner Formosa Petrochemical issued a tender to sell September-loading
naphtha. This is the second such tender that Formosa has
issued this month. The firm has been forced to offer cargoes
for export again as the demand for downstream derivatives
is too weak, sources close to operations at the refiner said.

Ethylene spot prices

2,000

$/t

Ethylene del USGC pipeline
Ethylene del NWE pipeline
Ethylene cfr northeast Asia

1,500
hh

Ethylene
US spot EPC ethylene prices were flat to slightly higher during the week, largely moving in tandem with ethane prices,
before increasing in the middle of the week on news of a
power outage impacting all units at Chevron Phillips Chemical’s Cedar Bayou, Texas, site. Prompt-month deliveries for
US spot ethylene to Mont Belvieu, Texas, traded narrowly
between 24.5-25¢/lb over the week. August EPC ethylene
traded twice at 25.25¢/lb on 28 July, up by 0.25¢/lb.
The European ethylene market is very quiet. The market
is long, but manageable for now if derivative operations
remain stable. Producers are easing back on operating rates,
with hot weather causing logistical challenges because of
low water levels in the Rhine, and also by bringing forward a
number of scheduled maintenance jobs. Derivative demand
is slow in what is developing into an exaggerated seasonal
slowdown. At this point it is not possible to say how much
of this is because of reduced underlying demand and how
much is attributable to destocking. Either way, the markets
are nervous about the coming months because of the ongoing macroeconomic climate and the potential disruption to
energy supplies from Russia. Operationally, there are limited
issues with crackers. One cracker in southern Germany is
on planned maintenance. Problems at associated refineries
are reducing the operating rates at two crackers in central
southern Europe, one cracker in the UK remains off line for
the long term while another’s use is heavily reduced because
of the high cost of European-sourced ethane. The low water
levels on the Rhine will lead to cracker rate reduction if it
persists. The issue with low water levels is not moving the
ethylene but the associated co-products and imports of raw
materials. The August monthly contract price (MCP) is being
negotiated. Naphtha prices in July decreased by a marginal
€9/t on average compared with June, but the bigger issue is
with Europe’s competitive position with other regions. Some
producers feel strongly that the European price should fall
significantly to at least reduce the gap with other regions
and reduce the attractiveness of Europe as an import destination. Other producers see little benefit in reducing prices
now — it is unlikely to generate better demand in the short
term and simply erodes cracker margins.
Asia-Pacific ethylene prices rebounded modestly after
three months of consecutive declines in anticipation of
tight supply in August and September because of cracker
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Market highlight
 Asia-Pacific ethylene prices rebounded modestly after
three months of consecutive declines.

turnarounds and persistent rates cuts in South Korea. But
downstream demand remained bleak and capped buying
interest and prices. Bids hovered around $850/t cfr China
among downstream buyers this week against offers at $900/t
cfr for August/early September arrivals. A sole deal was
done at $850/t cfr China for August arrival on 26 July, while
another deal was done at $920/t cfr China for early September delivery to a trading firm.

Cracker margins
In the US, gross cracking margins remain stubbornly negative with ethane prices at a 10-year high and more ethylene
poised to enter the market. Cracking margins for U ethane
have been negative or five of the last seven weeks. Cracker
operators are more pone to cut rates or shut operations
when negative margins linger. This applies even more to
merchant cracker operators who sell solely to third-party
customers.
In Europe, the gas supply situation remains a concern,
even as natural gas supply via the Nord Stream 1 pipeline
was restarted on schedule at a reduced rate. Naphtha prices
in July decreased by a marginal €9/t on average compared
with June, but the bigger issue is with Europe’s competitive
position with other regions. Some producers feel strongly
that the European price should fall significantly to at least
reduce the gap with other regions and lessen the attractiveness of Europe as an import destination. But other producers
see little benefit in reducing prices as it will erode cracker
margins.
In Asia-Pacific, prices for feedstock naphtha and pro-
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pane were largely stable during the week. Gains in ethylene prices because of possible shortages in Asia, resulting
from earlier turnarounds and cracker rate cuts in South
Korea, boosted cracker margins. But price upsides were still
limited. Naphtha cracker margins rose by $51/t to negative
$317/t, while propane cracker cash margins settled at negative $214/t, up by $51/t. Feedstock ethane prices were on a
steady uptrend and resulting in lower cracker cash margins
during the week at $78/t, down by $34/t, the lowest since
May 2020.

| Friday 29 July 2022
¢/lb

US contracts
Timing

Argus Δ
(month-onmonth change)

Contract
marker

Low / High ±

LDPE liner film

Jul

-3.0

104.00

-6.0/0.0

LLDPE butene

Jul

-3.0

91.00

-6.0/0.0

LLDPE hexene

Jul

-3.0

93.00

-6.0/0.0

LLDPE octene

Jul

-3.0

95.00

-6.0/0.0

HDPE injection

Jul

-3.0

91.00

-6.0/0.0

HDPE HMW film

Jul

-3.0

91.00

-6.0/0.0

HDPE BM

Jul

-3.0

92.00

-6.0/0.0

¢/lb

US exports
Basis

Pricing analysis
US
US polyethylene (PE) contract discussions for July are ongoing, with some, but not all producers confirming a settlement of a decline of 3¢/lb for the month. There was talk
that some buyers are seeing additional declines, or in some
cases that the July decline has been made retroactive to
June. Prices have been revised lower by 3¢/lb, indicating the
partial settlements, but prices are not yet finalized.
Buyers continue to press for price drops based on weakening demand as well as large discounts in the spot market.
Generic prime linear low density polyethylene (LLDPE) butene grades were heard offered as low as 56¢/lb for multiple
railcar deals. Low density polyethylene (LDPE) film grades
were heard offered in the low 60s¢/lb level.
Supply remains ample, even as plants continue to operate at reduced rates due to logistics challenges and railcar
limitations. Nova Chemicals remains on force majeure on
LLDPE hexene and metallocene grades following a shortage of hexene monomer. Market participants have said that
with hexene is short supply, there is an abundance of LLDPE
butene available as producers switch to that grade as hexene becomes tight. Additionally, a power outage at Chevron
Phillips Chemical’s Cedar Bayou, Texas, site caused flaring at
the facility. The PE units were impacted by the outage, but
it was not immediately clear whether there was a significant
impact to production.
Final June production data released this week showed
output fell to 4.520bn lb, down by 5.7pc from May, with
plants operating on average at around 85.1pc of total capacity, according to the American Chemistry Council’s Plastics
Industry Producers’ Statistics Group as compiled by Vault
Consulting. Year-to-date production is up by 9.83pc from the
same period in 2021.
Final June sales figures showed total sales fell to 4.343bn
lb, down by 7.7pc from May, with exports down by 7.3pc
and domestic sales down by nearly 8pc. Year-to-date sales
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±

LDPE liner film

fas/Houston bagged

48-49

u

-13.0

LLDPE butene

fas/Houston bagged

48-49

u

-14.0
-6.5

HDPE injection

fas/Houston bagged

48-49

u

HDPE HMW film

fas/Houston bagged

50-51

u

-5.5

HDPE BM

fas/Houston bagged

46-47

u

-8.5

US vs China LLDPE film prices

$/t

cfr China
fas Houston bagged
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hh

1,200
1,000
800
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29 Jul

US PE inventory

mn lb
HDPE

LLDPE

LDPE

7,000
6,000

5,000
4,000
3,000
2,000
1,000
0
Jan 18

Jan 19

Jan 20

Jan 21

Jan 22
— ACC/Vault

are still up by 8.7pc versus the same period in 2021, with
exports up by 17.2pc and domestic sales up by 4.5pc.
With total PE output surpassing sales, producers added
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around 177mn lb to inventories in June, with a 193mn lb
build in LLDPE inventories, combined with a 5mn lb build in
LDPE inventories, offsetting a 21mn lb decline in high density
polyethylene (HDPE) inventories.
Among the grade families, a common trend has developed, with year-to-date sales of food packaging film showing
year-over-year-growth, while non-food packaging film sales
are flat to down year-to-date. Other applications are still
seeing some growth, including injection molding and pipe
and conduit for HDPE, injection molding and adhesives and
sealants for LDPE, and non-packaging film and injection
molding for LLDPE grades.
Demand in July has been weakening, with most applications feeling the decline. Inflation and reduced consumer
spending remain a concern, particularly following reports
that the US economy contracted by 0.9pc in the second
quarter for a second consecutive quarter of declining GDP.
For much of the last few months, backlogs have allowed
converters to remain busy, which has masked true demand
levels. But as those backlogs are worked through, market
participants said they are expecting demand to drop more
sharply in the coming months.
Export prices declined sharply, as low prices that had
been limited to Asia are now being offered globally. Prices
for most grades fell below 50¢/lb, as US producers are trying
to attract demand with lower prices. Availability at the low
prices is plentiful, but still, global buyers are only buying as
needed, concerned about still long shipping delays.

Latin America
After a long period of poor demand for polyethylene (PE) in
Latin American markets, buying activity is increasing, with
more deals closed in different markets.
PE demand returned in the west coast South America
(WCSA), most notably in Chile and Peru. In Ecuador, demand
also exists, but a lack of credit lines is a concern for local
buyers in that market.
In Brazil, the northern port of Manaus is the largest
buyer of imported material, specially from other regional
producers. Domestically, local manufacturer Braskem is
expected to report its pricing policy for August in the beginning of the next week, following price cuts for all PE grades
announced in early-July.
On the supply side, US PE offers are plentiful for the
whole of Latin America, with prices falling as much as $70/t
for high density polyethylene (HDPE) injection molding for
Brazil and $65/t for linear low density polyethylene (LLDPE)
for the WCSA. All other US origin PE prices declined this
week when compared to the previous period.
Turkey was heard offering a good amount of PE to Latin
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America but higher prices and a long lead time made this
material less competitive for local buyers. In the meantime,
offers of Asian and Middle Eastern material were short this
week, according to market participants.
From the supply side in Brazil, Braskem will finish
maintenance at the two PE plants at Triunfo’s site in July. In
November, Braskem will shut down the 200,000t/yr ethylene
unit ethanol-based capacity to begin the expansion project
to 260,000t/yr.
In Argentina, buyers were looking for offgrade PE cargos,
but it remains difficult to obtain import licenses.
Plastic resin importers to Argentina are facing additional
customs barriers amid the financial and political chaos in the
country, with 70pc inflation forecasted for this year and an
additional devaluation of the peso looming over the country's economy.
Last Friday, the local Central Bank rolled out a series of
new resolutions aimed at making imports more difficult as
a way to secure US dollars reserves inside the country. The
country reportedly has $40bn in gross reserves but just $3bn
in net reserves, according to data from the Central Bank.
Among the resolutions, the monetary authority excluded
almost all polymers from one of the country's comprehensive import monitoring system (SIMI C), which would have
allowed buyers of polymers to increase their imported
volumes.
With the decision, plastics producers and transformers
are at a true risk of running out of production inputs, such
as additives and the polymers themselves, according to
market participants.
In Mexico, deliveries of US origin material through trucks
are being met accordingly for larger and smaller buyers,
especially in the Houston-Laredo route, a source told Argus.
Deliveries from trucks help to resolve the lack of US railcars,
a common issue felt in the last months.

Europe
The European polyethylene (PE) market has had a bearish
ride in July as supplies have lengthened across most — if not
all — grades on the back of depressed demand. Many buyers
have been focused on destocking amid the deteriorating
macroeconomic conditions, with inflation rates in the eurozone hitting a record high of 8.9pc in June. Combined with
stagnant economic growth, it has dampened consumer confidence in the face of a cost of living crisis. Reduced flows of
natural gas from Russia — which could come to a complete
halt in the worst-case scenario — is affecting industrial production in many countries, particularly Germany. This is also
reinforcing the expectations of a recessionary outlook for
the third quarter and beyond.
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Recognising the prolonged threat of declining purchasing
powers of consumers, converters have resorted to minimising the offtake of PE supplies and opted to run down their
inventories. In many cases, buying interest appears confined
to procuring close to the minimum contractual amounts,
with any supplies beyond that being taken on a need-to
basis. And prices have continued to slide as bearish pressure
mounts on PE producers and sellers, with expectations of
further downside risk for August. This is encouraging buyers
to delay any replenishment that might have been required
and is compounding the weakness on fundamentals.
Some market participants believe demand could now
only see some meaningful recovery in October, partly because of the traditional summer slowdown seen in July-August, but also because macroeconomic developments seem
to be playing a bigger role this time around. Some polymer
buyers have told Argus that they have been instructed by
their managements to run down inventories until the end
of September, to manage their cashflow positions and keep
their financial quick ratios — a measure of liquidity — in
check. Rising interest rates and a weakening demand base
are proving to be a double-edged sword for many businesses, and as such converters are focused on remaining resilient
to weather out the storm.
Meanwhile, PE producers are left with little choice but to
reduce their production rates. Argus understands that some
producers have already cut down their run rates slightly in
July to partially alleviate the lengthening of supplies, but
expectations are of deeper cuts in August-September. Some
production issues persist in central Europe and there are
scheduled maintenances on some PE plants in SeptemberOctober. And two PE producers in central and eastern
Europe declared force majeure on supplies from their plants
– on 22 July and 28 July – following technical issues disrupting supplies of ethylene from integrated upstream cracker
units. Nevertheless, these have had no meaningful impact so
far on arresting the downslide of PE prices.
Settlements on freely negotiated contract prices of PE
were mostly reported at around €150/t in the first half of
July. Producers were focused on limiting the decrease close
to €100/t — matching the decrease on feedstock ethylene’s
July monthly contract price — but were unsuccessful in many
cases. Instead, many buyers have extracted decreases of
€160-175/t as the month progressed, and decreases of up to
€200/t on LDPE to narrow the price spreads to LLDPE butene
grades. Some settlements in the second half of July have
been reported at even sharper decreases of €250/t, albeit in
very limited cases, and it remains unclear whether this was
to level the pricing field from June — which might have been
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Western Europe contracts
Timing

Argus Δ
(month-onmonth change)

Contract
marker

Low / High ±

LDPE liner film

Jul

-195.0

2,000

-250.0/-100.0

LLDPE butene

Jul

-175.0

1,840

-250.0/-100.0

HDPE injection

Jul

-175.0

1,625

-250.0/-100.0

HDPE HMW film

Jul

-175.0

1,670

-250.0/-100.0

HDPE BM

Jul

-175.0

1,625

-250.0/-100.0

€/t

Northwest Europe spot
Basis

Price

±

LDPE liner film

del

1,580-1,630

u

-45

LLDPE butene

del

1,450-1,500

u

-25

HDPE injection

del

1,400-1,450

u

-20

HDPE HMW film

del

1,400-1,450

u

-20

HDPE BM

del

1,400-1,450

u

-20

West Europe HDPE contract prices

€/t

HDPE BM
HDPE injection
HDPE HMW film

2,100
2,000

hh

1,900
1,800
1,700
1,600
3 Sep

5 Nov

7 Jan

4 Mar

6 May

1 Jul

below the market averages — or if some of the expected
price decrease for August had already been factored into the
July settlements.
Reflecting the above information, the preliminary Argus
deltas for July for HDPE and LLDPE butene grades were revised down to minus €175/t. And the preliminary Argus delta
for LDPE was revised down to minus €195/t. The final assessments of the Argus deltas for July will be made next week.
The spot prices of all PE grades also fell this week, with
demand remaining largely muted and transactions remaining far and few. To encourage a boost in offtake, some
sellers were heard offering extremely competitive prices of
€1,250/t ddp on some HDPE grades if procured as a ‘bundle’,
along with some other PE grades. But even this was not
enough to lure buyers, who rejected these offers. HDPE
prices otherwise continued to hover at or above the €1,400/t
mark for now, and it remains to be seen if prices drop below
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this threshold in the coming weeks. Apart from the domestic
supply length in Europe, increased inflows of imports from
the US and Middle East are also exerting downside pressure
on spot prices in Europe, which continues to offer better
netbacks compared to many other regions.
The spot prices of all HDPE grades were assessed down
by €20/t at €1,400-1,450/t ddp northwest Europe.
The spot price of LDPE was assessed down by €45/t at
€1,580-1,630/t ddp northwest Europe, reflecting the trades
reported.
And the spot price of LLDPE butene fell by €25/t to
€1,450-1,500/t ddp northwest Europe.

Russia and CIS
Prices for PE in Russia decreased at the end of this week
owing to weak demand in the domestic market as well as
declining global prices in July. Sibur Holding, the largest
producer in Russia, reduced prices for all grades at the end
of this week.
HDPE pipe and blow-moulding grades were assessed at
Rbs97,500-110,000/t ($1,620-1,827/t) cpt Moscow compared
with Rbs104,583-120,833/t a week ago.
HDPE film grade this week was offered at Rbs97,500105,000/t ($1,620-1,744/t) cpt Moscow, down from
Rbs104,583-105,000/t a week ago. HDPE injection grades
were also assessed at Rbs97 500-105,000/t ($1,620-1,744/t)
cpt Moscow, compared with Rbs105,000/t cpt Moscow last
week.
All LDPE grades became cheaper. LDPE-grade 15803 this
week was offered at Rbs108,333-110,000/t ($1,799-1,827/t)
cpt Moscow. Product produced by Gazprom Neftekhim
Salavat was absent from the market for a second week in a
row. The producer is planning to stop LDPE production for
maintenance for three weeks from 1 August, according to
market participants.
LDPE-grade 15303 was assessed at Rbs110,833-117,917/t
($1,841-1,959/t) cpt Moscow, while LDPE-grade 10803 was
offered at Rbs100,833-107,083/t ($1,675-1,779/t) cpt Moscow.
Rosneft's Angarsk polymer plant has stopped operations for
maintenance, which started on 22 June and is due to last for
40 days.
Roubles/t

Russia and CIS domestic
Basis

Price

±

LDPE 15803

cpt inc VAT

130,000-132,000

u

-4000

LDPE 15303

cpt inc VAT

133,000-141,500

u

-4250

LDPE 10803

cpt inc VAT

121,000-128,500

u

-3750

HDPE injection

cpt inc VAT

117,000-126,000

u

-4500

HDPE HMW film

cpt inc VAT

117,000-126,000

u

-4250

HDPE pipe/BM

cpt inc VAT

117,000-132,000

u

-10750
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Turkey LLDPE film prices

$/t

Mideast origin
US origin

1,700
1,600

hh

1,500
1,400
1,300
27 Aug

19 Nov

11 Feb

6 May

29 Jul

Turkey
Polyethylene (PE) import prices into Turkey decreased this
week. The majority of August offers have not been released
yet but it can be seen from the limited offers that have been
given that the downward trend in prices continues. There
was no movement in the market or any increase in demand.
Buyers are waiting for August offers to be fully announced
but if demand increases even slightly, buyers will turn to
ex-stock material in warehouses instead of new loading material, because of current healthy stock levels.
The Turkish lira continues to depreciate against the US
dollar. The current exchange rate shows that the Turkish
lira is trading at TL17.85:$1. With inflation increasing and
interest rates rising, the purchasing power of consumers
has decreased considerably, and it has become difficult for
companies to do business by borrowing money from banks.
It is expected that these problems in the Turkish market will
continue for a while.
Middle East-origin high-density polyethylene (HDPE) film
was assessed at $1,200-1,280/t cfr this week, $80/t lower on
the low end and $20/t lower on the high end compared with
last week. Iranian offers were available at $1,250-1,330/t
cpt and Russian material was offered at $1,220/t cfr. South
Korean offers were also heard at $990-1020/t fob, equivalent to $1,440-1,520/t cfr, given the $450-500/t freight cost.
US-origin HDPE film was assessed at $1,240-1,320/t cfr this
week, $80/t lower on the low end and $30/t lower on the
high end.
Middle East-origin HDPE blow moulding was assessed
at 1,240-1,280/t cfr, $40/t lower on the low end and $20/t
lower on the high end. Iranian material was offered at
$1,280-1,340/t cpt and Russian offers were available at
$1,210-1,270/t cfr. US offers were also heard at $1,330-1,390/
t cfr. South Korean material was available at $990-1,020/t
fob, equivalent to $1,440-1,1,520/t cfr.
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Middle East-origin low-density polyethylene was assessed
at $1,450-1,500/t cfr, $80/t lower on the low end and $70/t
lower on the high end. European material was offered at
€1,500-1,520/t ($1,532-1,552) cfr and US offers were heard at
$1,470-1,550/t cfr. Iranian offers were available at $1,4501,530/t cpt and Indian offers were at $1,480/t cfr. Domestic
producer Petkim offered its material at $1,550-1,560/t, $3040/t lower than last week’s offers.
Middle East-origin linear low-density polyethylene (LLDPE) butene was assessed at $1,300-1,340/t cfr, $40/t lower
than last week’s assessment. Russian material was available at $1,300-1,310/t cfr and Iranian material was heard at
$1,350-1,410/t cpt. Although there have not been any offers
heard from the US this week, US-origin LLDPE butene was
assessed at $1,310-1,360/t cfr, which is $40/t lower than last
week and in line with the Middle Eastern assessment.

Egypt
Polyethylene (PE) import prices into Egypt fell sharply this
week. Not all prices have been announced yet but the offers
heard show that prices have dropped considerably and the
downtrend continues. Demand remains low because of the
shortage of US dollars in the country and it is not expected
to rise soon — leading to the majority of the import market
remaining on hold. Demand from domestic producers is also
low, because of liquidity problems in the Egyptian pound.
Middle East-origin high-density polyethylene film was assessed at $1,200-1,340/t cif, which is $100/t lower compared
with last week at the low end and $60/t lower compared
with last week at the high end. Middle East-origin low-density polyethylene was assessed at $1,400-1,500/t cif, $200/t
lower on the low end and $300/t lower on the high end, and
Middle East origin linear low-density polyethylene butene
was assessed at $1,200-1,340/t cif this week, $100/t lower on
the low end and $60/t lower on the high end compared with
last week.

Middle East
Gulf Co-operation Council (GCC) PE prices held steady as offers were limited this week. Announcements for August shipments are expected next week. Low-density PE (LDPE) film
was stable at $1,530-1,550/t del GCC. Linear low-density PE
(LLDPE) film remained at $1,230-1,250/t del GCC. LLDPE hexene was assessed at $1,630-1,650/t del GCC. LLDPE octene
held at $1,850-1,870/t del GCC. High-density polyethylene
(HDPE) film was stable at $1,230-1,250/t del GCC.
PE prices were stable in Jordan and Lebanon. LDPE film
remained at $1,550-1,600/t del Jordan/Lebanon. LLDPE held
at $1,430-1,460/t del Jordan/Lebanon. HDPE film was stable
at $1,350-1,390/t del Jordan/Lebanon.

Copyright © 2022 Argus Media group

| Friday 29 July 2022

Demand remains subdued in the Middle East with sellers
finding it difficult to offload inventories. Converters are not
in any rush to restock at the moment, with most converters only purchasing as needed. Demand for final goods is
expected to remain subdued for the rest of the summer
season, with residents booking holidays overseas after an extended period of remaining in the Gulf because of Covid-19
related restrictions. Participants have also noted that inflation has been another crucial factor curbing demand, with
the demand for food packaging and durables significantly
falling as consumers tighten their belts on spending.
Production remains stable in the Middle East, with no
disruptions at major Middle East producers. Producers have
been operating at close to full capacities across the region,
as they look to maximise economies of scale despite the
current bleak environment. Production cuts have yet to be
enforced, according to market participants. But it is not an
option that has been ruled out. Major producers are still
able to operate at close to full capacities while balancing
inventory pressure.
Weak economic fundamentals have shrunk the demand
for imported goods worldwide, resulting in lower freight
rates to Asia. But this has not improved netbacks as weak
demand there has significantly pushed prices lower. Middle
East producers have dangled a combination of price cuts and
discounts to secure bookings of more cargoes. Some producers have had to do this at a loss in order to ease inventory
pressure at their plants.
In the US, the Federal Reserve hiked its target rate by
75 basis points this week, its second such consecutive increase, and Fed chairman Jerome Powell reiterated that the
Fed could achieve its goal of slowing the economy without
inducing a recession. Participants worldwide have been hit
hard by the rate hikes this year, as the US dollar appreciates
firmly on the back of this.
PE buyers in emerging markets were hit the hardest
when their currencies depreciated significantly against the
dollar. Buyers’ purchasing power shrank, with credit tightening. These factors have put Middle East producers in a
tough spot. They have been forced to slash prices in order
to secure sales to ease inventory pressure. Participants are
beginning to question the sustainability of these price cuts
in the long term.

China
China’s domestic PE prices rebounded this week from last
week’s annual low. Chinese linear low-density polyethylene
(LLDPE) futures increased to Yn8,059/t on 28 July, up by
167yuan/t or 2.12pc from the day earlier, and surged by by
Yn451/t from an annual low of Yn7,608/t. But cfr market
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Sinopec, Petrochina inventory vs domestic LLDPE

Basis
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continued to soften because of delayed reaction towards
falling crude oil and Chinese domestic market.
Inventories at major producers Sinopec and PetroChina
fell to 610,000t from 690,000t a week earlier. Buying interest also increased with some replenishment from downstream converters. Trading sentiment also improved because
of the upwards trend.
Covid-19 lockdowns in several cities in China still subdued
daily consumption. The recovery in demand might not meet
estimated expectations in the early third quarter.
While domestic prices saw some modest gains this week,
but the cfr China market were inching lower with producers outside of China continued to cut their offers because
of delayed reaction to the falling during last week. Import
window reopen from last week.
Qatari producers offered August shipments cargoes with
offers for low-density polyethylene (LDPE) film at $1,150/t cif
China, LLDPE at $950-960/t cif China and high-density polyethylene (HDPE) at below $970/t cif China. Saudi producer
also offered August shipments cargoes with LLDPE offers at
$980/t cfr China and HDPE film at $1,030/t cfr China. Another Saudi producer offered August shipments cargoes with
LDPE film at $1,190/t cif China, LLDPE at $1,030/t cif China
and HDPE film at $1,040/t cif China. Omani origin LLDPE
were offered at $950/t cif China, HDPE film at $970/t, August
shipments.
Cfr China prices fell by another $30-60/t since last week.
HDPE film in the spot market fell by $35/t to $970-1,000/t
cfr, while LLDPE dropped to $950-990/t cfr. LDPE prices
slumped by $60/t to $1,150-1,180/t cfr.
Domestic prices rebounded following gains in LLDPE
futures. HDPE film prices increased by Yn75/t to Yn8,3508,700/t ex-works in east China. LLDPE spot prices increased
by Yn200/t to Yn7,950-8,150/t. LDPE prices remained at
Yn9,850-10,150/t.
Downstream orders of plastic packaging such as shopping
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Price

±

LDPE liner film

ex-works

9,850-10,150

q

0

LLDPE butene

ex-works

7,950-8,150

t

+200

HDPE HMW film

ex-works

8,350-8,700

t

+75

Market highlight
 Inventories at major producers Sinopec and PetroChina fell to 610,000t from 690,000t a week earlier.
Buying interest increased with some replenishment from
downstream converters.

bags remained weak, with converters of HDPE film continued
to operate at half of their nameplate capacity or even lower.
Agricultural film has entered its lull season, with operating
rates across China hovering as low as 12pc.
New plants continued to delay their start up schedules
because of worsening margins. A total of 2.9mn t/yr of PE
and 4.5mn t/yr of PP production capacity is expected to
come online this year. Some has been delayed to September
or to the end of the year.
Average operating rates among Chinese PE producers
lowered further to 76pc. Around 6.2mn t/yr of PE production
capacity will go offline this week and next month. Sinopec
Shanghai is planning to restart up its PE units on 9 August
after fire disruptions. Yanchang China Coal shut its 300,000
t/yr HDPE/LLDPE and 300,000 t/yr HDPE units from mid-July
to September. Yantai Wanhua shut its 350,000 t/yr HDPE unit
from 20 July for a month-long maintenance. Sinopec Qilu
shut down its 650,000t/yr PE units for an overhaul.
China’s PE and PP export window remained narrow after
Middle East and South Korean producers cut their offers
again which made China-origin polymers less competitive
in the short term. There were some re-exports deals which
include a re-exported LLDPE cargo to cfr Ho Chi Minh at
$1,150/t. China may face stiff competition for exports of
PE in the short term and deals on exports from China are
mostly re-exported cargoes for now.

Southeast Asia and Vietnam
PE prices continued to fall in southeast Asia with lower
spot offers. Market sentiment stayed bearish, with some
producers seeking bids from converters or buyers instead of
lowering initial high offers from a week ago. Asian PE supply has increased since 2020 after the massive addition of
new capacities, especially in northeast Asia, and weakening
downstream PE demand further contributed to excess supply
in this year’s third quarter.
Vietnam has continued to receive competitive low offers
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from Middle Eastern, Russian and South Korean producers,
which exerted pressure on Vietnamese PE prices. But sentiment across buyers in other southeast Asian countries was
affected by rapid falls in PE prices in Vietnam.
Downstream PE consumption has weakened since June.
In the key Thailand market, some converters were running
their plants at as low as 50pc, after seeing reduced downstream good orders. Even though PE prices have inched
down to levels that are relatively low against feedstock
crude and naphtha costs, the rapid price falls have further
weakened buyers’ sentiment. PE converters have turned
extremely cautious and were restocking on an as-needed
basis, on worries about further price declines with no signs
of a price rise yet.
Asian feedstock naphtha prices fell by $9/t to a weekly
average of $759/t. The average of southeast Asian duty-free
LLDPE and HDPE film prices fell by $35/t to $1,210/t cfr
southeast Asia. The southeast Asian-PE naphtha price spread
fell by $26/t to $451/t. Regional PE producers’ production
margins are squeezed, but have continued to reduce offers
to match lower offers for dutiable PE supplies. More producers are expected to reduce PE production from August because of uneconomical margins and weak demand outlook.
Malaysia’s PRefChem was forced to shut its 300,000
b/d Pengerang refinery on 27 July because of a nationwide
power outage. The refinery has already restarted but the refinery and cracker are slowly ramping up, with the naphtha
cracker expected to only produce on-specification olefins in
two weeks, according to market sources. The producer has
yet to achieve on-specification LLDPE film output, while its
400,000 t/yr HDPE unit is expected to start up from secondhalf of August.
Malaysia’s Lotte Titan planned to reduce operating rates
at its No.2 naphtha cracker to 80pc for around a month from
late this week. Its 115,000 t/yr HDPE unit will be shut for
one-month unplanned maintenance because of technical
issues, while its other 220,000 t/yr HDPE unit is expected
to be ramped up to full rates. Indonesia’s Chandra Asri has
been operating its 736,000 t/yr PE plant at 85-90pc since
the first week of March, but will likely reduce operating
rates to 80pc in August. Thailand’s SCG has reduced operating rates at its 1.19mn t/yr PE plant to 80pc since April
but raised its PE production slightly from May. Philippines’
JG Summit is expected to restart its naphtha cracker and
320,000 t/yr PE plant from late July, after a two-month
shutdown since late May.
Dutiable LDPE film prices fell to $1,320-1,340/t cfr
southeast Asia. Saudi-origin LDPE film offers were at $1,420/t
cfr southeast Asia, but attracted limited buying interest.
Qatari- and South Korea-origin LDPE film supplies were avail-
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SE Asia LLDPE film prices
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able at $1,340-1,350/t cfr southeast Asia, but buying ideas
were lower at $1,300/t cfr southeast Asia. LLDPE film prices
fell to $1,090-1,110/t cfr southeast Asia. Qatari-, Saudi- and
Kuwaiti-origin LLDPE film offers were at $1,080-1,120/t cfr
southeast Asia. HDPE film prices fell to $1,080-1,100/t cfr
southeast Asia. Qatari- and Kuwaiti-origin HDPE film offers
were at $1,100/t cfr southeast Asia. Dutiable LLDPE hexene
metallocene prices fell to $1,300-1,320/t cfr southeast Asia,
with reference to lower offers for duty-free supplies, and
amid a lack of new offers.
Duty-free LDPE film prices fell to $1,490-1,510/t cfr southeast Asia. Thailand-origin LDPE film offers were at $1,530/t
cfr southeast Asia. Duty-free LLDPE film prices fell to $1,1501,170/t cfr southeast Asia. Thailand-origin LLDPE film offers
were at $1,160/t cfr southeast Asia. HDPE film prices fell to
$1,150-1,190/t cfr southeast Asia. Thailand-origin HDPE film
offers were at 1,160-1,250/t cfr southeast Asia. Duty-free
LLDPE hexene metallocene prices fell to $1,360-1,390/t cfr
southeast Asia. Singapore-origin LLDPE hexene metallocene
offers were at $1,370-1,410/t cfr southeast Asia.
PE prices fell further in Vietnam with lower offers in the
market. LDPE film prices fell to $1,200-1,220/t cfr Vietnam.
Saudi- and Qatari-origin LDPE film offers were at $1,200/t
levels cfr Vietnam. LLDPE film prices fell to $1,040-1,070/t
cfr Vietnam. Saudi- and Russia-origin LLDPE film offers were
at $1,050-1,080/t cfr Vietnam. HDPE film prices fell further
to $1,000-1,020/t cfr Vietnam. Saudi- and Russia-origin HDPE
film offers were at $1,020-1,050/t cfr Vietnam.

South Asia
Weakening currencies continue to suppress buying interest
in south Asia. The announcement of the US’ second consecutive quarter of economic contraction dragged market sentiment down further, as participants were uneasy with higher
prospects of a deep recession in south Asia. Most buyers
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are now waiting on the market sidelines. Producers making offers to south Asia are willing to lower prices to reduce
inventory pressure because of weak global demand.
Indian PE prices extended losses as buying interest remained subdued. LDPE film was $80/t lower at $1,300-1,320/
t cfr India. A Saudi producer offered cargoes at $1,320/t cfr.
Heavy-duty grades were offered at $1,350/t cfr. Deals for
large quantities were concluded at $1,250-1,280/t cfr. LLDPE
film was $130/t lower at $1,090-1,110/t cfr India. Transactions for Qatari cargoes were concluded in this range.
Larger quantities were sold at $1,080/t cfr. Deals for cargoes
from the Middle East were also concluded at $1,140-1,150/t
cfr early in the week. LLDPE hexene was $120/t lower at
$1,330-1,350/t cfr India. Cargoes from the US were offered
at $1,350/t cfr. Deals were possibly concluded in the range
assessed. HDPE film was $110/t lower at $1,090-1,110/t cfr
India. Deals for Middle East cargoes were done in this range.
Indian buyers are currently adopting a wait-and-watch
approach, with most buyers only making purchases as needed. The weakening Indian rupee has further limited buyers’
purchasing power. State governments have also banned the
manufacturing, import and use of plastic-coated or laminated items. This is expected to cut demand for LDPE coating.
Indian state-controlled petrochemical producer Indian Oil
will be shutting down PE production at its plant in Panipat
from 1 August for 30 days. The producer operates a 350,000
t/yr LLDPE/HDPE swing plant and a 300,000 t/yr HDPE plant.
The shutdown was initiated because of a turnaround at its
integrated refinery. Supplies should be stable during the
turnaround as the producer has taken the necessary measures to ensure sufficient stock, it said.
Indian state-controlled petrochemical producer Gail has
shut down PE production for 15 days at its plant in Auraiya
in Uttar Pradesh state. The shutdown started last week
because of gas shortages and weaker margins resulting from
higher gas prices, sources close to the producer said. Gail
operates two 450,000 t/yr ethylene crackers, two 120,000 t/
yr HDPE units, one 250,000 t/yr HDPE unit and two LLDPE–HDPE swing units with a capacity of 210,000 t/yr and
400,000 t/yr.
The start-up of Indian refiner Hindustan Petroleum-Mittal
Energy’s 800,000 t/yr LLDPE/HDPE swing plant and 450,000
t/yr HDPE unit in Bathinda is expected in September. With
the current dip in demand, some participants are worried
that increasing supplies could add to further inventory pressure and the devaluation of cargoes, especially if the muted
demand persists into the fourth quarter.
Pakistani PE was mostly stable on the lack of spot offers.
LDPE film was $40/t lower at $1,360-1,380/t cfr Pakistan.
Deals were concluded a t $1,370/t cfr. LLDPE film was $20/t
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at $1,180-1,240/t cfr Pakistan. Deals for Qatari cargoes were
concluded at $1,180/t. Saudi cargoes were sold at $1,240/t
cfr. HDPE film was $50/t lower at $1,130-1,150/t cfr Pakistan.
Selling ideas were at $1,150/t cfr. But interest was limited.
Buyers continue to face problems securing letters of credit
as the state bank is limiting the outflow of US dollars because of the country’s trade deficit. Some deals that were
initially concluded have now been pulled as buyers were unable to secure the necessary documents and loans on time.
Bangladeshi PE continued easing as producers slashed
prices on weak buying interest. LDPE film was $130/t lower
at $1,350-1,370/t cfr Bangladesh. A Saudi producer offered
cargoes at $1,370/t cfr. A Qatari producer offered cargoes at
$1,470/t cfr. LLDPE film was $145/t lower at $1,120-1,150/t
cfr Bangladesh. Cargoes from Saudi Arabia were initially
offered at $1,230/t cfr. This was subsequently lowered to
$1,200/t and then to $1,120/t cfr. Cargoes from Oman were
offered at $1,150/t cfr. HDPE film was $160/t lower at $1,1201,140/t cfr Bangladesh. Cargoes from Saudi Arabia were initially offered at $150/t cfr. This was later lowered to $1,120/t
cfr. Cargoes from Oman were offered at $1,140/t cfr.
Prices fell sharply this week as converters are facing
issues securing credit. Tight limits have been placed on the
opening of letters of credit. This has made it difficult for
smaller converters to import cargoes. Larger converters
are currently dominating the import markets, according to
market participants.
Sri Lanka’s PE prices fell in line with regional price movements as key producers began announcing new offers. LDPE
film was $45/t lower at $1,500-1,520/t cfr Sri Lanka. Cargoes
from Qatar were offered at $1,520/t cfr. LLDPE film was
$120/t lower at $1,180-1,200/t cfr Sri Lanka. Cargoes from
Saudi Arabia were offered at $1,200/t cfr. Qatari cargoes
were offered at $1,300/t cfr. HDPE film was $110/t lower
at $1,180-1,200/t cfr Sri Lanka. This was in line with price
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movements in the region and pegged to LLDPE offers as
HDPE offers were limited.
Nepalese PE values fell on weak demand as key producers began announcing new offers. LDPE film was $170/t
lower at $1,470-1,490/t cpt Nepal. A key Saudi producer initially offered cargoes at $1,420/t cif Kolkata. This was later
revised to $1,320/t cif Kolkata. LLDPE film fell by $100/t
to $1,240-1,260/t cpt Nepal. A key Saudi producer offered
cargoes at $1,240/t cif Kolkata. This was later reduced to
$1,190/t cif Kolkata. HDPE film was $130/t lower at $1,2501,270/t cpt Nepal. A key Saudi producer initially offered
cargoes at $1,350/t cif Kolkata. This was later reduced to
$1,220/t and subsequently to $1,200/t on the same basis.

| Friday 29 July 2022

margins for PE showed a similar pattern, with premiums for
HDPE blow moulding and LDPE grades falling to €352/t and
€828/t, from €670/t and €984/t respectively.
Borealis' PE and PP sales volumes fell marginally to
1.51mn t and 1.41mn t, mainly driven by decreases to European consumer products, automotive and infrastructure
sectors, and partly offset by higher sales from joint ventures
— particularly after the ramping-up of the new 480,000 t/
yr PP5 plant at the Borouge 3 complex in Ruwais, UAE, and
from increased sales from inventory.
Borealis' earnings were reported as part of OMV's second
quarter results. Borealis represents around 90pc of OMV's
Chemicals & Materials business segment. OMV has a 75pc
shareholding in Borealis, with the remaining 25pc held by
Abu Dhabi's sovereign wealth fund Mubadala.

Fundamentals
Global production news
Borealis 1H profit above €1bn as olefins margins widen
Austrian petrochemicals producer Borealis' profit hit a record
in the first half of 2022, driven by wider European margins
on olefins — ethylene and propylene — arising from a heavy
cracker-maintenance season.
But its margins contracted on polyethylene (PE) and polypropylene (PP), a situation likely to continue in the second
half of the year when gas supply shortages and economic
headwinds make the outlook less rosy.
Borealis' second quarter profit was €571mn and was
€1.10bn ($1.12bn) in the January-June period, a near-15pc
increase from the same period of 2021.
"European indicator margins for olefins increased substantially, with more than €200/t additional [widening] seen
in the second quarter, compared to the first quarter," Borealis chief executive Thomas Gangl told Argus. "The reason
was very clear: strong demand combined with quite some
supply issues — shortages due to cracker outages and logistical constraints — and despite the high [feedstock] naphtha
prices, margins were very healthy."
Borealis' European indicator margins for ethylene and
propylene in the first half were €546/t and €559/t respectively, up from €442/t and €407/t a year earlier. But its PE
and PP margins fell sharply, as a supply crunch in Europe
seen in most of 2021 was overcome by imports from the Middle East and the US, and domestic production rose. A softer
demand environment towards the end of second quarter also
had some adverse effects for polymer producers.
European PP homopolymer contract premiums over feedstock propylene averaged €581/t in the first half, compared
with €798/t a year earlier, Argus calculations show. Contract
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Demand clouds
Looking into the second half of the year, Gangl said there
will be "a huge challenge with all the costs and inflation, and
the unstable situation regarding supply security on gas."
"The second half will look very different from the first
half [of 2022], this is very clear," Gangl said. "Demand is
declining in all segments of the economy and therefore we
would also see the decline in the sales volumes and price
levels for our business."
Still, Gangl expressed confidence in achieving "good
results" for the full year. While Europe is faced with a costbase disadvantage, Gangl said Borealis' joint ventures in the
US and Middle East give it exposure to lower cost and very
strong feedstock advantages.
"We also have a very strong position in terms of quality [of the PE and PP grades]," he said. "Our strategy is to
increase the speciality product share — which is around 40pc
at present — because the margins there are higher and not
as much under pressure." Speciality grades are needed for
high-end transformational applications such as electrical infrastructure and lightweight automobiles, along with critical
healthcare applications such as insulin delivery.
"So we are well prepared for difficult times as well,"
Gangl said. "You cannot immediately say that if the market
goes down by 5pc or 10pc, it will have the same impact on
Borealis."
Bayport coming
Borealis began commercial operations on 21 July at a
1mn t/yr ethane-fed ethylene cracker in Port Arthur, Texas,
part of its Bayport Polymer joint venture with TotalEnergies, and expects a new 625,000 t/yr PE unit — which will
be fed by the cracker — to be fully operational by the fourth
quarter. Construction of the PE plant "is 98pc completed and
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Plant maintenance, outages and disruptions
Capacity
Duration
’000t/yr

Status

Plant

Location

Grade

NEW

Nova Chemicals

US

LLDPE

Angarsk Polymer Plant
Gazprom Neftekhim
Salavat
Ufaorgsintez
Kazanorgsintez
Stavrolen
Gail
Gail
Gail
Gail
Gail

Russia

LDPE

75 22 Jun for 40 days

Force majeure announced on LLDPE
hexene supplies
Planned maintenance

Russia

LDPE

46 1 - 21 Aug

Planned maintenance

Producer

Russia
Russia
Russia
India
India
India
India
India

LDPE
HDPE
HDPE
HDPE
HDPE
HDPE
LLDPE/HDPE
LLDPE/HDPE

90
510
300
120
120
250
210
400

Producer
Producer
Producer
Industry
Industry
Industry
Industry
Industry

NEW

Indian Oil Corporation

India

LLDPE/HDPE

350 1 Aug for 30 days

NEW

Indian Oil Corporation

India

HDPE

300 1 Aug for 30 days

Sinopec SK Wuhan Phase 2
Sinopec Zhenhai Phase 2
Haiguo Longyou
Sinopec Maoming
Sinopec Maoming
Sinopec Shanghai
Lianyungang Petrochemical
(Zhejiang Satellite)
China Coal Yulin
Sinopec Maoming
Sinopec Maoming
PetroChina Sichuan
Shanghai Golden Phillips

China
China
China
China
China
China

HDPE
HDPE
LLDPE/HDPE
LLDPE
LDPE
HDPE

300
300
400
220
110
250

Planned maintenance
Planned maintenance
Planned maintenance
Shutdown due to gas shortage
Shutdown due to gas shortage
Shutdown due to gas shortage
Shutdown due to gas shortage
Shutdown due to gas shortage
Shutdown in Panipat alongside refinery
turnaround
Shutdown in Panipat alongside refinery
turnaround
Maintenance at line no. 2
Maintenance extended
Maintenance
Plant shut after a fire
Maintenance
Maintenance

China

HDPE

400 16 Jun - end Jul

Maintenance

Producer

China
China
China
China
China

LLDPE/HDPE
LDPE
HDPE
LLDPE/HDPE
HDPE

300
250
350
300
145

Maintenance
Maintenance shutdown after fire
Maintenance shutdown after fire
Maintenance
Maintenance

Producer
Producer
Producer
Producer
Producer

Sinopec Shanghai
Zhejiang Petrochemical
Phase 2
Sinopec Zhenhai Phase 2
PetroChina Daqing
Yanchang China Coal
Yanchang China Coal
Yantai Wanhua
Jiutai Energy
Sinopec Qilu
Thai Polyethylene
Thai Polyethylene
Thai Polyethylene

China

LDPE

Plant shut after a fire incident

Producer

China

HDPE

4 Jul for 15 days
8 Jun
8 Jun
16 Jun - 24 Jun
18 Jun - Jul
18 Jun for 2 - 3
200
months
350 20 Jun for for 15 days

Maintenance

Producer

China
China
China
China
China
China
China
Thailand
Thailand
Thailand

HDPE
HDPE
LLDPE/HDPE
HDPE
HDPE
LLDPE/HDPE
PE
LDPE
LLDPE
HDPE

300
100
300
300
350
280
650
152
120
920

Producer
Producer
Producer
Producer
Producer
Producer
Producer
Industry
Industry
Industry

JG Summit Petrochemical

Philippines

LLDPE

160 Jun - end Jul

JG Summit Petrochemical

Philippines

HDPE

160 Jun - end Jul

Lotte Chemical Titan
Chandra Asri
Chandra Asri

Malaysia
Indonesia
Indonesia

HDPE
LLDPE/HDPE
HDPE

115 Aug for one month
400 Aug
336 Aug

Technical outage
One line shut for one-week maintenance
Overhaul
Overhaul
Maintenance
Maintenance
Maintenance
Plant is operating higher than 80pc
Plant is operating higher than 80pc
Plant is operating higher than 80pc
Plant expected to be shut alongside
upstream cracker
Plant expected to be shut alongside
upstream cracker
Maintenance due to technical issues
Plant is expected to operate at 80pc
Plant is expected to operate at 80pc

NEW
NEW
NEW

Uncertain Jul

we are getting started with the commissioning of some parts
of the unit," Gangl said.
The site already has a 400,000 t/yr HDPE unit.
In Europe, construction of a 740,000 t/yr propane dehydrogenation (PDH) project in Kallo, Belgium, has faced some
setbacks after Borealis suspended a contractor. The plant
was to start up in the third quarter of 2023, but Gangl could
not give an updated timeline. Europe's largest propane tank,
which will feed the new PDH unit, was commissioned in the
first quarter of this year.
The prolonged shutdown of OMV's Schwechat refinery in
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12 Sep for a month
Sep - Oct
Oct for 10 days
18 Jul for 15 days
18 Jul for 15 days
18 Jul for 15 days
18 Jul for 15 days
18 Jul for 15 days

27 Feb - Jul
5 Mar - Jul
Early Apr - Jul
6 Apr - Jul
28 Apr - Jul
18 May - Jul

21 Jun to 2 Jul
26 Jun for one week
18 Jul - end Aug
15 Jul - end Aug
20 Jul for one month
29 Jun for one month
21 Jul for one month
May
May
May

Remarks

Source
Industry
Producer

Producer
Producer
Producer
Producer
Producer
Producer
Producer
Producer

Industry
Industry
Producer
Industry
Industry

Austria continues to affect Borealis' PE and PP production
there. The refinery restart is now scheduled for the end of
September or October. Borealis has been able to supplement
supplies of polymer from its Stenungsund plants in Sweden,
and weaker demand is also somewhat counterbalancing the
effect of the outage.
Borealis has awarded all EPC contracts for the Borouge 4
expansion in UAE, which it plans to start up in 2025.
US PE export prices fall sharply on growing inventories
US polyethylene (PE) export prices fell sharply this week,
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New start-ups
Status

Capacity
Start-up
’000t/yr

Plant

Location

Grade

Gulf Coast Growth Ventures
Gulf Coast Growth Ventures
Shell Polymers
Shell Polymers
Shell Polymers
Bayport Polymers
Nova Chemicals

US
US
US
US
US
US
Canada

LLDPE
LLDPE
LLDPE
HDPE
HDPE
HDPE
LLDPE

650
650
500
550
550
625
500

Zhejiang Petrochemical

China

HDPE

350 Feb

Zhejiang Petrochemical

China

LDPE

400 End Mar

Sinopec Zhenhai

China

HDPE

300 Feb

Sinopec Zhenhai
Shandong Jinhai Petrochemical
Guangdong Petrochemical
Guangdong Petrochemical
Sinopec Hainan
Sinopec Hainan
Lianyungang Petrochemical
(Zhejiang Satellite)
Qinghai Damei
Hyundai Chemical
Hyundai Chemical
Hyundai Chemical
HPCL-Mittal Energy Limited
HPCL-Mittal Energy Limited
JG Summit Petrochemical

China

HDPE

300 Feb

China

HDPE

400 Jun

Producer

China
China
China
China

LLDPE/HDPE
HDPE
LLDPE/HDPE
HDPE

800
400
300
300

Producer
Producer
Producer
Producer

China

HDPE

400 2H

China
South Korea
South Korea
South Korea
India
India
Philippines

LLDPE/HDPE
LDPE/EVA
HDPE
HDPE
LLDPE/HDPE
HDPE
HDPE

300
300
250
300
800
450
250

PRefChem

Malaysia

LLDPE/HDPE

350 Jul

PRefChem
Long Son Petrochemical
Long Son Petrochemical

Malaysia
Vietnam
Vietnam

HDPE
LLDPE
HDPE

400 Aug
500 1Q 2023
450 1Q 2023

by as much as 6-14¢/lb depending upon grade, as low prices
that had been limited to Asia have now spread to other
global markets.
Prices for low density polyethylene (LDPE) and linear low
density polyethylene (LLDPE) were heard as low as 48-49¢/
lb fas Houston for bagged material during the week, down
by 13¢/lb and 14¢/lb, respectively from the previous week.
Prices for high density polyethylene (HDPE) grades also declined, by between 6-8¢/lb, with HDPE blow molding grades
heard offered as low as 46-47¢/lb during the week.
"Pricing right now is like throwing a dart at the dart
board," said one US export trader. "Producers are just quaking in their boots. They fully lost control of the market."
The price declines have come as US producers are attempting to rid themselves of excess inventories that have
built up in recent months due to logistics constraints and
shipping delays at ports, which have made exports difficult.
In addition, packaging warehouses are full, with little room
for new product.
Producers in June added around 177mn lb to inventories, on top of the 86mn lb build in May, according to data
released this week by the American Chemistry Council's
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4Q 2021
4Q 2021
3Q
3Q
3Q
4Q
End 2022

Remarks

Plant shut from 20 June for 15-day
maintenance
Plant started
Plant shut from 5 March to July for
maintenance
Plant shut from 21 June - 2 July due to
technical issues

Sep - Oct
Sep - Oct
Oct
Oct
2H
End Nov 2021
Early Dec 2021
Dec 2021
3Q
3Q
2H

Source
Industry
Industry
Industry
Industry
Industry
Industry
Industry
Producer
Producer
Producer
Producer

Producer
Delayed from 2021
Plant started
Plant started
Start-up delayed from 1Q 2022
Start-up delayed from 1Q 2022
Plant has yet to achieve on-specification
output

Producer
Producer
Producer
Producer
Producer
Producer
Producer
Industry
Industry
Producer
Producer

Plastics Industry Producers' Statistics Group as compiled by
Vault Consulting.
With 1.6mn t/yr of new PE capacity from Shell expected
to start up as soon as August in Pennsylvania, and an additional 625,000 t/yr of new capacity from Bayport Polymers
expected to start up in October in Texas, producers are not
eager to hold excess inventories.
However, even with the fresh low prices, global buyers are not purchasing significant volumes due to logistics
constraints which have meant that delivery will take as long
as three to four months.
"Buyers are waiting because every two or three days, the
prices drop again," another US export trader said. "We are all
having a hard time keeping up with the fall."
While some traders expect prices to fall further in the
coming weeks, mixed signals are coming out of China, where
domestic prices rebounded this week as buying activity increased. If Chinese prices continue to rebound, it could help
global prices stabilize or even rise.
Ineos significantly increases Chinese investment
UK based petrochemicals firm Ineos has signed three agree-
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ments worth $7bn with China's state-owned Sinopec. The
deals are expected to generate a combined turnover of
around $10bn from 7mn t of capacity.
Ineos already holds joint ventures with Sinopec since it
acquired Asian petrochemicals assets from BP in 2020, which
included joint ventures with Sinopec on acetyls and aromatics. The new agreements represent a significant increase in
Ineos' presence in China.
Ineos has agreed to acquire a 50pc stake in the Shanghai Secco Petrochemical Company (Secco), a subsidiary of
Sinopec. Secco has a capacity of 4.2mn t of petrochemicals
including ethylene, propylene, polyethylene, polypropylene,
benzene and styrene on a 200-hectare facility in the Shanghai Chemical Park. Sinopec bought a 50pc stake in Secco
from BP in 2017.
Ineos and Sinopec have also agreed a 50:50 joint venture
on acrylonitrile butadiene styrene (ABS), with the intention
to build capacity of up to 1.2mn t to meet rapidly growing
demand in China. A 600,000 t/yr plant which has been under
construction for 2023 in Ningbo by Ineos Styrolution will
become part of the joint venture. The joint venture intends
to build two further plants each with a capacity of 300,000
t/yr, one of which will be in Tianjin.
The third agreement is for a 50:50 joint venture to build
a 500,000 t/yr high-density polyethylene (HDPE) plant in
Tianjin, which is aimed to be onstream by the end of 2023.
Ineos and Sinopec will also build at least two additional
500,000 t/yr HDPE plants to produce Ineos pipe-grade material.
Ineos chief executive Jim Ratcliffe said "These agreements significantly reshape Ineos' petrochemical production
and technology in China." He said the investments with Sinopec are in areas that provide the best growth opportunities
for both companies.
India’s RIL profits from gas sales prices in April-June
Oil and gas profitability at Indian private-sector refiner
Reliance Industries (RIL) rose in April-June, the first quarter
of its 2022-23 fiscal year, helped mainly by higher gas sales
prices.
RIL posted earnings before interest, taxes, depreciation
and amortisation (ebitda) of 27.37bn rupees ($342.8mn) from
its oil and gas business in April-June, up by over 200pc from
Rs7.97bn a year earlier. This was primarily driven by higher
sales prices and production of gas from the KG-D6 block in
the Krishna-Godavari (KG) basin off India's east coast, RIL
said on 22 July.
RIL's share of gas production from the block was 40.6bn
ft³ (12.6mn m³/d) in April-June compared with 33.1bn ft³ a
year earlier. The average realised price for KG-D6 gas was

Copyright © 2022 Argus Media group

| Friday 29 July 2022

$9.72/mn Btu during the quarter, up from $3.62/mn Btu a
year earlier. The government has set a price ceiling of $9.92/
mn Btu for KG-D6 gas for the first half of 2022-23, RIL previously said.
RIL operates KG-D6 with a 66.67pc stake, while BP holds
the balance.
Higher sales prices for RIL's coal-bed methane (CBM) gas
also contributed to its profitability. Its average realised price
of $22.48/mn Btu for CBM gas during April-June was almost
3.75 times above realised prices a year earlier. But RIL's CBM
gas production dropped by 11pc to 2.4bn ft³ during the quarter from 2.7bn ft³ a year earlier.
RIL also recorded a 62.6pc year-on-year rise in oil-tochemicals (O2C) ebitda of Rs19.88bn, aided by a sharp rise
in transportation fuel crack spreads. Higher crude and oil
product prices also drove RIL to record a 56.7pc year-on-year
rise in O2C revenue of Rs1.62 trillion in April-June.
"Despite significant challenges posed by the tight crude
markets and higher energy and freight costs, O2C business
has delivered its best performance ever," RIL chairman and
managing director Mukesh Ambani said.
RIL has maintained high utilisation rates across its sites
and units. "Total throughput (including refinery) was 19.7mn
t, marginally higher than [19mn t in] 1Q FY22," it said, likely
to meet higher transport fuel demand. Domestic demand for
high-speed diesel, motor fuel and aviation turbine fuel increased by 20.4pc, 29.4pc and 86pc on the year respectively
during April-June, RIL said.
But RIL reduced its cracker operating rate to 87pc over
April-June from 95pc a year earlier and 99pc during JanuaryMarch this year because of a planned shutdown at Hazira,
leading to lower polymer production in the latest quarter,
RIL said, without providing any figures. RIL produces 930,000
t/yr of ethylene from its cracker in Hazira. Its Jamnagar
complex in west India's Gujarat state houses the world's largest refining and petrochemical hub with a crude processing
capacity of 1.24mn b/d integrated with an off-gas cracker
that has 1.5mn t/yr of ethylene capacity.
Asian petchem producers cut output with weaker margins
Petrochemical producers across Asia-Pacific are starting another round of output cuts at their crackers and downstream
polymers plants from August and September, as weaker
margins and bleak demand take hold.
Polymers demand in Asia has weakened during a seasonal
lull since the beginning of this year's third quarter. But rising
inflation globally further exerted pressure on demand for
durable plastics goods, resulting in regional converters seeing a slowdown in their domestic and export goods orders.
A currency depreciation against the US dollar have curbed
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consumers' purchasing power, especially in developing and
least developed countries in Asia.
Polymers prices have fallen sharply across Asian markets
in the past few weeks, mainly driven by expectations of persistently weak demand in the key Chinese market, as strict
Covid-19 policies slow the nation's economic growth. This,
coupled with weakening polymers demand out of Asia, have
prompted international producers to offer competitively to
secure spot transactions and alleviate inventory pressure.
But as polymers prices become relatively weak in comparison to feedstock crude, naphtha and propane costs, the
majority of converters have now become wary of further
price falls. This has led to them continuously seek supplies
on as-needed basis. Buying interest remains weak given the
price volatility, while polymers supplies have grown structurally longer since 2020 after with the addition of new
capacity.
The reduction in producers' cracker and derivative unit
margins have prompted some producers to carry out general
maintenance or bring forward planned maintenance at their
plants, with some reducing production further and others
considering cutting output.
South Korea's LG Chem decided to advance its 1.15mn
t/yr Yeosu cracker turnaround from mid-October to midSeptember, with the turnaround lasting until mid-December
because of eroding cracker production margins. YNCC is also
considering bringing forward its 470,000 t/yr No.3 cracker
turnaround from early October but the exact start date is
still under discussion.
Other major producers in South Korea will continue to
operate at reduced rates or even further cut operations.
KPIC will operate its Ulsan-based crackers at 85pc, while
YNCC will reduce operating rates to 70-80pc in August and
September for all its crackers. Lotte Chemical also cut its
crackers run rates to 90pc in mid-July at its Yeosu and Daesan plants.
Taiwan's Formosa began an early turnaround in July at
its 1mn t/yr No.2 cracker in Mailiao in response to persistent
eroding production margins.
Malaysia's Lotte Titan has decided to cut its No.2 cracker
operating rates from 100pc to 80pc from August. The
producer is expected to shut its 115,000 t/yr high-density
polyethylene (HDPE) unit for an unplanned maintenance and
reduce production at its 640,000 t/yr polypropylene (PP)
plant to around 80pc during the same period.
Indonesia's Chandra Asri will reduce operating rates at
its 900,000 t/yr naphtha cracker from 85-90pc to 80pc from
August. Thailand's PTTGC will continue to operate all its
crackers at 80-90pc.
Thailand's IRPC planned to carry out a major mainte-
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nance at its refinery and petrochemical complex from late
September to November. The planned maintenance will
last for approximately 30-55 days and affect its downstream
polyolefins and polystyrene production. IRPC operates a
775,000 t/yr PP plant and a 140,000 t/yr HDPE unit. Its
downstream plants are likely to have maintenance during the
same period.
Philippine producer JG Summit, which took off line its
cracker and polymers units since late May, is planning to
restart the corresponding units from late July after a twomonth shutdown for general maintenance. The producer
earlier shut its cracker capable of producing 480,000 t/yr
of ethylene and 240,000 t/yr of propylene. Its 160,000 t/
yr linear low-density polyethylene unit (LLDPE), 160,000 t/
yr HDPE unit and 300,000 t/yr PP units were shut during the
same period.
The planned start-up of new polyethylene (PE) and PP
plants in 2022 is expected to further add supply length later
this year. But current weaker margins and market conditions
are preventing the start-up of some new plants, especially in
China.
Around 2.9mn t/yr of PE and 4.5mn t/yr of PP new
production capacity in China has yet to come on line and is
expected to start up by end of this year.
The start-up of new capacity by Malaysia's PRefChem at
Pengernag has been the subject of Asian market discussions
since May. The producer, a 50:50 joint venture between
Malaysia's state-owned Petronas and Saudi Arabia's statecontrolled Saudi Aramco, began to restart its 1.29mn t/yr
naphtha-based cracker in May and 350,000 t/yr LLDPE unit
in July. Its No.1 450,000 t/yr PP unit is expected to start up
in August. PRefChem also owns a 400,000 t/yr HDPE unit
and another 450,000 t/yr PP unit, targeting a start-up from
August.
JG Summit and Thailand's HMC Polymers have postponed
the start-up their 250,000 t/yr HDPE unit and 220,000 t/yr
PP unit respectively from mid-2022 to the second half of the
year.
Indian producer HPCL-Mittal Energy's 500,000 t/yr PP
plant started up in June. Its 800,000 t/yr LLDPE/HDPE swing
unit and 450,000 t/yr HDPE unit are expected by participants to start up in late third quarter this year.
US and Canada-based polymers producers are also
expected to add 2.7mn t/yr of PE and nearly 1mn t/yr of
PP new capacity by the end of this year, further adding to
global supplies.
SK Chemicals to enter Chinese depolymerization market
South Korean producer SK Chemicals plans to enter the Chinese depolymerization market in a partnership with Chinese
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green materials company Shuye Environment Technology.
The companies have signed an initial deal to set up a
joint venture to build a 200,000 t/yr chemical recycling
plant at Shantou in south China's Guangdong province. The
plant is expected to produce 100,000 t/yr of recycled Bis(2Hydroxyethyl) terephthalate (BHET), as well as chemically
recycled polyethylene terephthalate (PET) and co-polyester.
It will have a processing capacity of 200,000 t/yr of raw
materials.
The firms aim to sign a main contract by this year, start
construction early next year and start production as early as
the end of 2024.
SK Chemicals will hold a 51pc stake in the joint venture.
Shuye will provide the plant construction site, which is next
to an existing depolymerization plant. This will maximize
efficiency for infrastructure utilization and investment cost
reduction, management and operations.
SK Chemicals last year acquired a 10pc stake in Shuye
through investing 23bn won ($17.5mn). It also secured an offtake agreement to purchase 20,000t of chemically recycled
plastics from Shuye.
The South Korean company is also considering investing in domestic "green" facilities to produce 50,000t of such
materials in 2025.
Sister company SK Geo Centric announced last year that
it has signed an initial deal to build a W600bn depolymerization plant in Ulsan, South Korea.
Shandong stimulus boost to benefit Yulong
The Shandong government's homegrown mega-refining project, Yulong Petrochemical, is getting a boost from China's
infrastructure-led economic stimulus. The local government in Jinan said this month that it will allocate some of
the Yn108.4bn ($16bn) it has allocated for "special bond"
infrastructure spending to Yulong, a joint venture between
aluminium producer Nanshan and three other investors.
The 400,000 b/d refinery project on the Yantai peninsula has been plagued by financing problems and a changing
investor line-up, although the lion's share of investment will
still come from shareholders. The company began hiring
staff this month, including refinery and petrochemical unit
engineers. "We plan to speed up construction in the second
half of this year," a project shareholder says. But it remains
more likely to open in 2024 than Jinan's hoped-for 2023 date.
Building work got under way earlier this year, as Beijing
increased its emphasis on construction as a contributor to
GDP growth. State-controlled China Construction Industrial and Energy Engineering expects to complete 30 crude
storage tanks with a combined capacity of 18.9mn bl and
12 products tanks with a combined 1.6mn bl of capacity by
March next year. But it has only completed Yn500mn, or
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14pc, of Yn3.4bn worth of contract work so far, suggesting
that it will have to speed up in order to reach this target.
And the timetable for building two 1.5mn t/yr ethylene
plants at Yulong by CNPC subsidiary Huanqiu indicates
that the refinery will not open next year. Huanqiu aims to
complete the steam crackers by July 2024 and without these
Yulong would have to sell off most of the naphtha it produces.
Beijing aims to accelerate infrastructure investments
through special bonds in the hope that this will shore up
GDP growth. But the rush to kick-start construction is raising red flags about the potential for waste or corruption.
In several cases, bonds have been sold before projects are
identified. In others, projects face delays while they secure
environmental approval.
Special bonds are expected to be repaid with revenue
from the projects they are used to finance, allowing China
to exclude them from budget deficit calculations. But the
government is scrutinising how these bonds are being used.
A government audit in June revealed that 10 provinces
misused Yn13.7bn of proceeds from the special bonds they
received, including to cover salaries. And 33 regions left
Yn21.7bn of special bond funds idle for more than a year.
Yulong has not yet received approval to build its proposed 3mn t/yr of paraxylene and 3.2mn t/yr of PTA units,
although the crude and ethylene units have been greenlit.
Any delay to opening these will put Yulong at a competitive
disadvantage with fully integrated petrochemical-focused
projects such as Rongsheng ZPC, Hengli Changxing and
Shenghong Lianyungang. These already have polyester
integration to absorb their purified terephthalic acid output.
The 320,000 b/d Lianyungang refinery is due to open in
August and begin marketing products in late September. But
Jinan is determined to back Yulong, which is one of several
key Shandong projects, including a single-point mooring
system at Dongying — also being funded using special bonds.
Construction of the latter is slated to start in August.
Over 10 Shandong refiners with a total capacity of
558,000 b/d have agreed to shut and dismantle their refineries in exchange for compensation, so that Shandong's
government can install the mega-refinery (see table). Around
400,000 b/d of crude unit capacity has already shut and
another 150,000 b/d will close this year. Independent Haike
is preparing to shut its 44,000 b/d Haike Chemical refinery in
September as part of the process.
Singapore’s PCS shuts No.2 cracker
Singapore petrochemical producer PCS shut on 25 July its
625,000 t/yr No.2 naphtha-fed cracker on Jurong island until
mid-August because of unspecified reasons.
Output from PCS's cracker is usually supplied by pipeline
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to its nearby term buyers, including TPC's polyethylene and
polypropylene plant and Mitsui Chemical's phenol unit.
The shutdown of the PCS cracker is expected to create
shortages of olefins among downstream takers in the short
term, which could boost buying interest.
PCS also operates another smaller cracker at the same
Jurong island site with 515,000 t/yr of ethylene and 260,000
t/yr of propylene production, which is currently running
normally.

Packaging and downstream applications
Japan's Toyotsu to produce recycled PET for Kirin
Japanese bottle recycler Toyotsu PET Recycle Systems will
produce recycled polyethylene terephthalate (rPET) for beverage firm Kirin's bottle-to-bottle recycling scheme. PET is a
plastic used for packaging foods and beverages.
Toyotsu PET Recycle Systems will produce rPET from
bales processed from bottles collected for the scheme.
Kirin has partnered with rail company Tobu Railway to
collect used PET bottles through recycling boxes at 33 stations on the Tobu Tojo Line, from 3 August. Japanese waste
management firm Kinoshita Friend will process the bottles to
bales.
Toyotsu PET Recycle Systems has a production capacity of 40,000 t/yr of rPET, and aims to start commercial
operations in October. The firm is a joint venture between
trading firm Toyota Tsusho, recycler Utsumi Recycle Systems,
warehouse operator Chuo Warehouse and other unspecified
companies.
Kirin plans to extend the scheme to all lines of Tobu
Railway depending upon the results of its implementation on
the Tobu Tojo Line.

Asia-Pacific presents an opportunity for plastic waste
recycling, as the region is expected to generate 140mn t
by 2030, according to UN projections. South Korea plans to
ban household waste going into landfill in the capital Seoul,
Incheon and Gyeonggi province by 2026.

Supply chain and shipping
Matson sets its GHG sights higher than IMO
US-based container shipping company Matson is aiming for
a 40pc drop in greenhouse gas (GHG) emissions by 2030
against a 2016 baseline, and to ultimately reach net-zero
emissions from its fleet by 2050.
By comparison, the International Maritime Organization
(IMO) is requiring that vessels reduce their GHG emissions
by 40pc by 2030 and by 50pc by 2050, but from 2008 base
levels.
Matson selected 2016 as its baseline because this was the
first full year following its acquisition of shipping company
Horizon Line's Alaska operations.
The company plans to use LNG as a "bridge" marine fuel
while carbon-neutral fuel options are being developed.

SKGC, Veolia enter into plastics recycling partnership
South Korean petrochemical producer SK Geo Centric (SKGC)
and French waste management firm Veolia have signed an
initial agreement to work together to complement their
plastic recycling efforts.
Veolia will co-operate with SKGC in areas such as
polyethylene terephthalate (PET)-polypropylene recycling,
pyrolysis and SKGC's Ulsan recycling cluster project. Chemical recycling, which can recycle plastics that cannot be mechanically recycled, is the main focus of the Ulsan project.
SKGC announced last year an initial deal to build a 600bn
won ($457mn) PET depolymerization plant in Ulsan.
The companies aim to expand plastics recycling into
China, Japan and southeast Asia. Veolia plans to recycle
610,000 t/yr of plastics by 2023.
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The Argus International LPG Forward Curves service
is a powerful, independent market valuation tool used
to support investment and trading decisions in LPG
markets across Europe, Americas and Asia.

Key features
• Daily assessments providing a rolling 36-month view of
monthly forward prices
• Time-stamped using the appropriate market’s daily
settlement time — Singapore, London and New York
• Independent and transparent market-appropriate
methodology
• Delivery options — your choice of data feeds, our thirdparty partners, FTP, API, Argus Direct, Excel Add-in or email

For more information:
www.argusmedia.com/forward-curves
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Matson notes that LNG emits 24pc less CO2 compared with
fuel oil.
Matson will retrofit its containership Daniel K Inouye to
run on LNG and conventional marine fuels in 2023. The project is estimated to cost about $35mn. The company plans
to complete the retrofitting of its containership Manukai to
burn LNG and conventional marine fuels in 2024. The project
is expected to cost about $60mn. The LNG fuel tanks it will
install are designed to also accommodate other low-carbon
fuels, such as hydrogen, biofuel and ammonia, if they become viable options.
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Argus freight rates are as of the day of publication.
Rates derived from Freightos data are of the previous
day. Selected polymer spot freight rates are calculated by Argus methodology, based on underlying data
from the online freight marketplace, Freightos. Visit
www.freightos.com for complete lists of $/FEU rates
in the wider spot container market.

Matson is also considering an LNG retrofit for its containerships Kaimana Hila, Lurline and Matsonia. As part of its
consideration, it is taking into account LNG for bunkering
infrastructure on the US west coast. In 2021 it commissioned
four LNG-ready vessels, which replaced seven older, lessefficient vessels.
Matson's fuel use and emissions rose in 2021, driven by
demand for marine transportation. It burned about 288,000t
of heavy fuel oil in 2021, up from about 254,000t in 2020. To
reduce its fuel consumption, Matson is also adopting vessel
weather routing services.
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Polyethylene routes by exporting port
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US eyes demurrage, detention fee regulation
The US Federal Maritime Commission (FMC) will use new
powers granted by Congress to regulate shipping party
disputes over port demurrage and detention fees in ways not
yet specified, panelists on a webinar said today.
The FMC will use some of the authority granted to them
from President Joe Biden's mid-June signing of the Ocean
Shipping Reform Act (OSRA) to investigate complaints of
unfair demurrage and detention charges, according to the
panelists on the webinar hosted by Capital Link.
Demurrage is a charge a vessel owner assesses a shipper
when a cargo has not been loaded or unloaded and removed
from the terminal area in a timely fashion. Detention is a
fee assessed when a shipper fails to return an empty container within a specified period of time. These issues often
are caused or exacerbated by congestion in ports, and the
charges are often passed on to consumers.
Detention and demurrage charges keep cargo moving
but also serve to allocate risk, so the FMC is going to pursue
"balanced rulemaking," FMC commissioner Carl W. Bentzel
said.
"It's been a source of tension between carriers and customers in one area or another for a long time," Bentzel said.
"Some clear rules of the road will make a difference in that
relationship."
The FMC's decisions regarding trade disputes will ideally
strike a balance between shipping groups that want to end
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Quote of the week
“The second half will look very different from the first
half [of 2022], this is very clear”
— Thomas Gangl, Borealis CEO

detention and demurrage entirely and other groups that say
"anything goes," World Shipping Council chief executive and
president John Butler said.
"You're always going to have some level of disagreement
and conflict, so you have to have standards that are fair to
both parties when those disputes arise," Butler said.
Hammering out the specifics of these standards and giving an objective definition of what is "reasonable" in these
disputes will need to be the first orders of business before
the FMC can begin to wade through disputes within the $6
trillion of maritime commerce it will oversee.
"We've started the process of identifying resources, and
we are resource-strained right now," Bentzel said, noting
that the FMC has only six investigators now responsible for
$1 trillion worth of the industry each. "If we hadn't had congestion at the levels we've had, we wouldn't be in this boat,
but we are. So we're going to move forward establishing
standards, and hopefully they are clear and easy to follow."
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