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Oil’s big drop and its impact on petrochemicals 
Crude, gas price movements at a glance 
Naphtha’s comeback as competitive feed 

Q&A 

 

Advantage erosion through overbuild? 

Behind the feedstock advantage 

Scope of ethylene/PE projects in North America 

Advantage erosion through $50 oil 

Impact of pricing on steam cracker margins 

Short-term expectations: Volatility & implications 

 

 

 

 



Value chain – Making sense of it all 
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From the top 
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Petrochemical links – a closer look 

PET 

HDPE 

PVC 

LDPE 

LLDPE 

PP 

PS 

MEG 

ABS 

    

STEAM 
CRACKER 

Ethylene 

 Propylene 

  Butadiene 
 
 
 
 
 

         Benzene 

      Methane 

   Hydrogen 

 Heavy Oil 

CTO/MTO, others 

FCC, PDH, CTO/MTO, 
metathesis 

BDH 

Naphtha 

NGLs 

GAS OIL 

Polyethylene Terephthalate (PET) 
Fizzy drink and water bottles.  
Salad trays. 

High Density Polyethylene (HDPE) 
Milk bottles, bleach, cleaners and 
most shampoo bottles. 

Polyvinyl Chloride (PVC) 
Pipes, fittings, window and door 
frames (rigid PVC). Thermal 
insulation (PVC foam)and 
automotive parts. 

Low Density Polyethylene (LDPE) 
Carrier bags, bin liners and 
packaging films. 

Polypropylene (PP) 
Margarine tubs, microwaveable meal 
trays, also produced as fibers and 
filaments for carpets, wall coverings 
and vehicle upholstery. 

Polystyrene (PS) 
Yogurt pots, foam hamburger boxes 
 and egg cartons, plastic cutlery, 
protective packaging for electronic  
goods and toys. Insulating material in the 
building and construction industry. 



Correlations have become clear… 
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Source: Platts 
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Global oil prices sink on oversupply 
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Lowest since April 2009 

Brent, WTI since March 2014 

$
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Source: Platts 
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Rising oil production is key driver 
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US production vs. Imports 

Source: Platts 



Naphtha dips more than 40% 
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Source: Platts 
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Natural gas feels the pull 

10 

Source: Platts 
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And, naturally, C2 follows suit 
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Source: Platts 
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Ethylene Contract vs. Spot price  vs. Ethane 

Ethylene FD USG
Mavg cents/lb

Ethylene USG Net CP
cents/lb

Ethane non-LST Mt
Belvieu pipe Mavg
cents/lb

US ethylene: Lowest since Q3 2010 
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Source: Platts 

Record high of 

76.25 cents/lb 

($1,681/mt)  on 

9/19/2014 



Ethylene pricing at a glance  
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• Drops in crude, naphtha pricing at the global level have 
pressured North American ethylene – to a degree 

 

• Logistical constraints – Evangeline pipeline – have contributed 
greatly to depressed pricing in the US  

 

• Current pricing at levels not seen in 5-6 years 
 

• Short-term market expectations 
 

• Hurricane season and upcoming startup of expansions 
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US spot ethylene & PE 

Source: Platts 
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US PE: Contracts track global movement 

Source: Platts 
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Spot PGP vs. PGP CP vs. spot RGP 

Propylene Poly Grade
Dlvd USG CP cts/lb
Weekly

Propylene Poly Grade
FD USG cts/lb Weekly

Propylene Refinery
Grade FD USG cts/lb

Propylene: Oversupply yields drop in prices 

16 Source: Platts 

All three grades hit 73-month lows in H1 July 2015 
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PP Homopolymer vs. PGP CP/spot 
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Propylene pricing at a glance  
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• As with ethylene, drops in crude, naphtha pricing at the global 
level have pressured North American propylene 
 

• Because more than half of production originates at refinery, 
the effect of lower crude is amplified, compared to ethylene 
 

• US market currently long; export opportunities available 
 

• Spot, contract prices at six-year lows 
 

• Short-term expectations; Dow PDH capacity around the corner 
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Benzene: Volatility in net-short market 

Source: Platts 

150

200

250

300

350

400

450

500

9/2/2014 10/2/2014 11/2/2014 12/2/2014 1/2/2015 2/2/2015 3/2/2015 4/2/2015 5/2/2015

ce
n

ts
/g

al
 

Benzene FOB USG

Q4 2014 - Weak 

derivative 

demand, crude 

and oversupply 

Stronger sentiment as 

Asia imports stop, TDP, 

MSTDP ecos negative 

Stronger 

demand as 

SM export 

opportunities 

attractive 



20 

40

50

60

70

80

90

100

110

120

150

200

250

300

350

400

450

500

550

600

5/1/2009 5/1/2010 5/1/2011 5/1/2012 5/1/2013 5/1/2014 5/1/2015

ce
n

ts
/g

al
 

Benzene (Left) ICE WTI Crude (Right)

Benzene, crude tie strong 

Ratio has averaged 

1.85 since 2009; 

highest – 2.56, lowest 

– 1.27 



Value chain – Making sense of it all 
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Advantage erosion through overbuilding? 
The North American petrochemical industry could find itself in a jam if it pursues 
all announced expansions and fails to balance its exports of natural gas, NGLs 

22 



The resurgence of US petchems 
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• For the past 3-4 years, the North American industry has felt 
bullish about its future thanks to the shale gas boom 

• Olefins, in particular, are undergoing a renaissance – and 
dreaming big – less than 10 years after being left for dead 
 

      Ethylene  – More than 15 million mt/year in announced  
 greenfield expansions 

                       – Some 2.5 million mt/year in brownfield 

      Propylene  – More than 4 million mt/year in greenfield 
 

• Methanol production in North America is staging an impressive 
comeback after years of exile – more than 20 million mt/year in 
announced capacity expansions 

 

 



 Big bet is on ethylene, PE exports 
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Ascent, W. Va. 
1,500,000 mt/yr 
2018 

Shin-Etsu, Louisiana 
1,000,000 mt/yr 
2019 

Axiall,Louisiana 
1,000,000 mt/yr 
2019 

Badlands NGLs, 
TBD, N. Dakota 
1,500,000 mt/yr 
2017 

Total, P Arthur, TX  
1,000,000 mt/yr 
2019 

PTTGC, Pennsylvania  
Capacity TBD 
2019 



North American PE expansions 
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Company Location ,000 t/yr Grade(s) Startup 

Braskem-Idesa Etileno XXI Veracruz, MEX 1,000  HD, LD 2015 

Nova Chemicals Joffre, CAN 450 LLD 2015 

LyondellBasell Texas 450 LD, LLD 2016 

Ineos/Sasol Louisiana 470 HD 2016 

Dow Chemical Texas TBD LD, EPDM 2017 

ChevronPhillips Texas 1,000 HD, LLD 2017 

ExxonMobil Chemical Texas 1,300 HD, LLD 2017 

Bandlands NGLs N. Dakota 1,500 TBD 2017 

Formosa Plastics CUSA Texas 300 LD 2018 

Sasol Louisiana 450 LLD 2018 

Sasol Louisiana 420 LD 2018 

Nova Chemicals Sarnia, CAN 500 TBD 2018+ 

Shell Chemical Pennsylvania 1,000 TBD 2019 

Odebrecht (Braskem) W. Virginia TBD TBD 2019 
Source: Company announcements, Platts 



North American methanol projects 

26 Source: Platts and published releases 
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US Dry Gas Production – Lower 48 

In 2013-2014, growth driven by processing capacity additions 

Source: BENTEK’s Supply Demand Report 

In 2009, production stalled due to pipeline infrastructure limits 

US dry gas production at record highs 
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NGL Production from Gas Plants 

In 2013-2014, growth is driven by production growth in liquids-
rich plays such as the Eagle Ford, Wet Marcellus and Williston 

Source: EIA 

Unsurprisingly, same goes for NGLs 



Swimming in ethane, but for how long? 
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Ethane rejection and future builds 
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• Crackers above are not accounted for in rejection forecast. 
If added, we can see how quickly the ethane surplus dries up  
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Exports expected to rise 

• Global demand for 
ethane growing  
 

• By 2018, all 
announced 
export terminals 
will be operational  
 

• New 
announcements 
could tighten US 
ethane supplies 

 -

 50

 100

 150

 200

 250

 300

 350

 400

 450

1
/1

/2
0

1
4

7
/1

/2
0

1
4

1
/1

/2
0

1
5

7
/1

/2
0

1
5

1
/1

/2
0

1
6

7
/1

/2
0

1
6

1
/1

/2
0

1
7

7
/1

/2
0

1
7

1
/1

/2
0

1
8

7
/1

/2
0

1
8

1
/1

/2
0

1
9

7
/1

/2
0

1
9

1
/1

/2
0

2
0

7
/1

/2
0

2
0

1
/1

/2
0

2
1

7
/1

/2
0

2
1

1
/1

/2
0

2
2

7
/1

/2
0

2
2

1
/1

/2
0

2
3

7
/1

/2
0

2
3

1
/1

/2
0

2
4

7
/1

/2
0

2
4

1
/1

/2
0

2
5

7
/1

/2
0

2
5

M
b

/d
 

US Ethane Exports 



• The US petrochemical industry could overbuild olefins 
production, causing ethane surpluses to dry up 
 

    “If the petrochemical industry knows anything, it is how to overbuild”        

                -- Sr. VP of major engineering firm 
 

• The US could export massive amounts of ethane, also eroding 
its feedstock advantage 

• Ethane availability alone is not enough to support projected 
plastic demand growth globally 

• Recent drop in oil prices shows how naphtha could remain 
competitive in the future 

32 

The bottom line is… 
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Margin erosion through $50/b oil 
Lower feedstock prices have been met with corresponding drops in olefins, 
polymers. Though ethane margins remain healthy, naphtha has made up ground 

33 
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Naphtha sets the PE global price 

Source: Platts 
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Naphtha, LPGs margins improved 

35 Source: Platts 
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Tight markets boost naphtha margins 

Source: Platts, Platts Analytics 



37 

Why overbuilding may not happen 

• WTI volatility hit levels not 
seen in the past four years  

 
• The volatility in crude also 

reflected in Platts Global 
Petrochemical Index 
 

• Volatility makes 
guaranteeing future profits 
challenging, and could 
result in project delays or 
cancellations 
 

• See recent Odebrecht 
announcement 

 

Source: Platts 

Source: Platts 



Greenfields: Some decisions postponed 
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Source: Company announcements, Platts 

Company Location ,000 t/yr Startup 

Dow Chemical Texas      1,500 H2 2017 

ExxonMobil Chemical Texas      1,500 H2 2017 

Chevron Phillips Chemical Texas      1,500 H2 2017 

Formosa Plastics CUSA Texas         800 2018 

Sasol Louisiana      1,500 2018 

Occidental/Mexichem Texas         550 2018 

Appalachian Resin W. Virginia         250 2018 

Aither Chemical/RMG W. Virginia  200-300 2018 

Badlands NGLs N. Dakota 1,500 2018 

Total Petrochemicals Texas     1,000 2019 

PTTGC Pennsylvania  N/A 2019 

Axiall Louisiana     1,000 2019 

Shin-Etsu (Shintech) Louisiana     1,000 2019 

Shell Chemical Pennsylvania   1,000-1,500 2019 

Ascent (Odebrecht-Braskem) W. Virginia   1,000-1,500 2019 

Source: Company announcements, Platts 



Crude prices make or break naphtha 
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Source: US Energy Information Administration 
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Naphtha influence to continue 

62% 

20% 

11% 

3% 4% 

2014 

Naphtha

Ethane

Propane

Butane

Gas oil

57% 28% 

9% 

3% 3% 

2024 

Naphtha

Ethane

Propane

Butane

Gas oil

• Despite the shifting to lights in the US, naphtha continues 

to dominate conventional global feedslates 

Source: Platts 
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Could naphtha see sustained lower prices?  
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Steam Cracker Exports

• Natural gasoline is a 
C5/C6 stream, very 
similar to naphtha, 
that comes from 
natural gas 
processing plants. It 
can be processed by 
some crackers just 
like naphtha 
 

• It is being exported 
to Canada as diluent 
for tar sands, returns 
to US Gulf in the oil 

  
 

 



Key takeaways 
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• Plunge in oil prices has had palpable effect on petrochemicals 
 

• At the heart of the drop is increased production, particularly 
in North America, without corresponding demand growth 
 

• It has boosted naphtha’s competitiveness as feedstock; 
ethane remains advantaged, but feeling pressure from LPGs 
 

• Prices have fallen – some by as much as 50% – which has 
affected steam cracker margins, particularly for light-fed units 
 
Volatility in crude pricing is at a 4-year high and introduces 
more risk; decisions on key projects already delayed 
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Thank you! 
Let’s stay in touch regarding the markets 

713-655-2214 bernardo.fallas@platts.com 
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