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Petrochemical Feedstock Forecasts 

Key Takeaway:  
 
 A firm ethylene market has supported Asian petrochemical margins recently, 

despite rising naphtha costs. ESAI expects continued support for ethylene and 
propylene markets in the near-term, as a swathe of maintenance reduces re-
gional supply. This trend will coincide with falling feedstocks costs, and support 
Asian petrochemical margins through May, after which the petrochemicals 
markets take a bearish turn.  

 ESAI expects Asia’s naphtha market to continue to be pulled by competing forces in coming months. On the one hand, a 
particularly heavy swathe of steam cracker turnarounds in Japan and Korea between February and June will be bearish for 
naphtha demand — ESAI expects demand in Japan to fall by roughly 65,000 b/d on average in these months, and by 40,000 
b/d in S. Korea. On the other hand, however, the region will also see higher demand in China due to the startup of new ethyl-
ene capacity, chiefly Sinopec–SABIC’s 1 mtpa cracker at Tianjin, Zhenhai Oil Refining’s 1 mtpa cracker at Ningbo, and the ex-
pansions of the JV crackers of CNOOC-Shell (Huizhou) and BASF-YPC’s cracker in Nanjing.  

 
 These opposing trends will keep the Asian naphtha market volatile in coming months. Lower demand in Japan and South 

Korea will reduce Asia’s naphtha deficit to roughly 690,000 b/d in Q2 2010, when ESAI forecasts naphtha-Dubai cracks to av-
erage $1.20 per barrel. Beyond May, however, ESAI expects naphtha-Dubai cracks to strengthen again due to growing de-
mand in China and as regional steam cracker maintenance ends, increasing the regional naphtha deficit to average 815,000 
b/d between May-August. 

 Spot butane costs in Asia remained strong at over 90 percent of prompt naphtha 
prices in January, reducing the incentive to substitute LPG as steam cracker feed-
stock. (Fig.6, p.3). 

 
 ESAI expects LPG values to fall in coming months, as inventories in key demand 

centers South Korea and Japan remain sufficient to cover seasonal heating de-
mand. Although China’s stronger demand for LPG and recent increase in imports 
have supported LPG values in the region in recent months, this is primarily be-
cause China’s refiners are responding to higher domestic gasoline demand by 
boosting refinery gasoline yields at the expense of LPG (See nearby chart). This 
could necessitate higher imports in coming months, although this situation 
should eventually ease both with the close of peak winter heating demand, and 
capacity-driven increases in refinery supply in the next six months.  

 

 Although the Asian gasoil market will remain oversupplied in the forecast period, a swathe of refinery turnarounds across 
the region should help trim the product overhang, and strengthen gasoil values early this year. ESAI forecasts Asian gasoil-
Dubai cracks to average $8 per barrel in the second quarter of 2010 before falling to the $7 per barrel range towards the end 
of the forecast period.    
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Naphtha ($/t) F-10 M-10 A-10 M-10 J-10 J-10 A-10
Japan C&F $695 $660 $650 $650 $700 $750 $810

Spread to Dubai ($/bbl) $4.22 $3.08 $0.97 -$1.08 $0.38 $2.13 $2.00
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LPG ($/t) F-10 M-10 A-10 M-10 J-10 J-10 A-10
Saudi Arabia (70%P:30%B) $735 $726 $670 $593 $600 $650 $705

Spread to Dubai ($/bbl) -$9.64 -$7.71 -$13.49 -$22.18 -$25.68 -$25.17 -$27.22

Gasoil ($/t) F-10 M-10 A-10 M-10 J-10 J-10 A-10
Singapore 0.5 S $614 $585 $594 $609 $640 $662 $712

Spread to Dubai ($/bbl) $8.80 $7.70 $8.00 $7.90 $7.90 $7.00 $6.95
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Asian Petrochemicals Outlook 

ETHYLENE AND DERIVATIVE MARKET DYNAMICS 
 The ethylene-naphtha spread climbed to $575 per ton in January, up $165 per ton from December levels, underpinned by 

recovering regional demand, and relatively lower supply from the Middle East. South East Asian ethylene costs also soared 
over $1400 per ton by February because of lower supply due to cracker shutdowns in Thailand.  

 
 Going forward, regional ethylene prices will be pulled by competing forces. On the one hand, the region will see lower eth-

ylene production as a particularly heavy schedule of cracker maintenance emerges. The bulk of the maintenance is being 
carried out in Japan, where ESAI expects shutdowns at Mitsubishi Chemical's Kashima plant and the crackers of Keiyo Ethyl-
ene, Tonen Chemical, Tosoh Corp., Osaka Petrochemical Industries, Sanyo Petrochemical and Showa Denko will lower re-
gional supply by a total of 210,000 tons between February-April, and 170,000 tons between May-July.   

 
 This strength, however will be 

restrained by weaker ethylene 
derivative markets after May, 
particularly as Middle Eastern 
crackers run at higher utiliza-
tion rates and increase ethyl-
ene derivative exports to 
China and Asia as a whole. The 
nearby charts show how the 
Middle East has already begun 
to occupy a greater market 
share in China’s HDPE imports, 
at the expense of north Asian 
exporters Japan, S. Korea and 
Taiwan. ESAI expects this trend 
to persist in coming months.   

 
 Finally, with ethylene feedstock’s gains, Asian polymer producers’ profit margins remain under stress. The ethylene-HDPE 

spread fell to $620 per metric ton by the second week of February (narrowing roughly $100 per ton from a month before). 
Lower demand by these producers should put a ceiling on regional ethylene costs in the near term (forecast to stay range 
bound at $890 in the second quarter of 2010) , and this will coincide with rising supply from newer Middle East capacity in 
coming months. Overall, ESAI forecasts Asian ethylene-naphtha spreads to average $230 per ton in the second quarter of 
2010. 

 
PROPYLENE AND DERIVATIVE MARKET DYNAMICS 
 Asian propylene–naphtha spreads averaged $480 per ton in January, rising $75 per ton from December levels. ESAI expects 

regional propylene values to continue to be supported in coming months, driven by steady demand and lower regional 
propylene supply in coming months.  

 
 Regional steam cracker maintenance will also result in lower propylene production in coming months, particularly in Japan 

and South Korea. ESAI is currently forecasting a loss of roughly 153,000 tons of production between February-April, followed 
by the removal of at least 225,000 tons between May-June. While rising production in India and supply from the Middle East 
will still dampen prices going forward, ESAI does expect near-term support for propylene prices in Northeast Asia in coming 
months. Regional propylene-naphtha spreads should widen further in coming months as propylene derivative producers 
are build feedstock propylene inventories ahead of these shutdowns. Overall, Asian propylene-naphtha spreads are forecast 
to average $285 per ton in the second quarter of 2010  

 
BUTADIENE AND DERIVATIVE MARKET DYNAMICS 
 The butadiene-naphtha spread averaged $1,058 per ton in January, rising $248 per ton from December levels, and the 

spread remained over $1,070 per ton by mid-February. This is in line with ESAI’s belief that the BDE value chain is less prone 
to margins erosion in the downturn, and overall capacity growth in the ethylene and propylene chains. Despite the BDE 
chain’s relative insularity, however, ESAI does expect BDE-naphtha margins to weaken in coming months as the start up of 
new capacity in China (Tianjin) limits its domestic import requirements in coming months. ESAI expects Asian BDE-naphtha 
spreads to average $410 per ton in the second quarter of 2010.  
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Notes:   
 
1. Unless  indicated otherwise, basis prices are Ethylene NEA, Propylene FOB Korea, BDE Taiwan, Benzene FOB Korea.   2. Naphtha prices are Japan C&F, Singapore gasoil 0.5 S, and LPG 
prices are based on Saudi contract prices in the ratio 70 % Propane, 30% Butane. 3. ESAI’s notional steam cracker model is based on a generic plant in Asia based on naphtha feedstock. The 
model is not referenced to any individual operation, and the margin measure is purely indicative. 
 

Petrochemical Margins 

Fig. 1: Asia Ethylene ($/MT)
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Fig. 2: Asia Propylene ($/MT)
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Fig. 3:  Asia Butadiene ($/MT)
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Fig. 4: Asia Benzene ($/MT)
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Fig. 5: ESAI Notional Asian Steam Cracker 
Margin ($/MT)
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Fig. 6: North Asian spot Butane (Percentage 
of  naphtha cost)

80%

85%

90%

95%

100%

105%

110%

115%

120%

125%

130%

135%

07 A J O 08 A J O 09 A J O

incentive to  
switch to  
butane



<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /None

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Error

  /CompatibilityLevel 1.4

  /CompressObjects /Tags

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.0000

  /ColorConversionStrategy /CMYK

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams false

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments true

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 300

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 300

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile ()

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<



    /BGR <>

    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /CZE <>

    /DAN <>

    /DEU <>

    /ESP <>

    /ETI <>

    /FRA <>

    /GRE <>



    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)

    /HUN <>

    /ITA <>

    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /LTH <>

    /LVI <>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)

    /NOR <>

    /POL <>

    /PTB <>

    /RUM <>

    /RUS <>

    /SKY <>

    /SLV <>

    /SUO <>

    /SVE <>

    /TUR <>

    /UKR <>

    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

  /Namespace [

    (Adobe)

    (Common)

    (1.0)

  ]

  /OtherNamespaces [

    <<

      /AsReaderSpreads false

      /CropImagesToFrames true

      /ErrorControl /WarnAndContinue

      /FlattenerIgnoreSpreadOverrides false

      /IncludeGuidesGrids false

      /IncludeNonPrinting false

      /IncludeSlug false

      /Namespace [

        (Adobe)

        (InDesign)

        (4.0)

      ]

      /OmitPlacedBitmaps false

      /OmitPlacedEPS false

      /OmitPlacedPDF false

      /SimulateOverprint /Legacy

    >>

    <<

      /AddBleedMarks false

      /AddColorBars false

      /AddCropMarks false

      /AddPageInfo false

      /AddRegMarks false

      /ConvertColors /ConvertToCMYK

      /DestinationProfileName ()

      /DestinationProfileSelector /DocumentCMYK

      /Downsample16BitImages true

      /FlattenerPreset <<

        /PresetSelector /MediumResolution

      >>

      /FormElements false

      /GenerateStructure false

      /IncludeBookmarks false

      /IncludeHyperlinks false

      /IncludeInteractive false

      /IncludeLayers false

      /IncludeProfiles false

      /MultimediaHandling /UseObjectSettings

      /Namespace [

        (Adobe)

        (CreativeSuite)

        (2.0)

      ]

      /PDFXOutputIntentProfileSelector /DocumentCMYK

      /PreserveEditing true

      /UntaggedCMYKHandling /LeaveUntagged

      /UntaggedRGBHandling /UseDocumentProfile

      /UseDocumentBleed false

    >>

  ]

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



