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atin America’s challenges are well known – lower-than-expected economic
growth, shifting political regimes, insufficient infrastructure and lack of
hydrocarbon feedstocks. The US-China trade war and a synchronised global
economic slowdown are also creating headwinds. However, players are adapting to
meet these challenges in innovative ways.
Braskem Idesa, the major ethylene and polyethylene (PE) producer in Mexico, is
undertaking a fast-track approach to importing US ethane feedstock involving trucks
for the final mile, while planning a longer-term project with a traditional pipeline to its
facility in Coatzacoalcos. Eventually Braskem Idesa plans to boost ethylene capacity
by 10-20% as well, as it secures enough feedstock.
Latin America’s energy fortunes may be turning, with Mexico’s new administration in
a renewed push to boost Pemex’s oil and gas, and fuels production. A turnaround will
take years, but signs of stabilisation are encouraging.
Mexico-based chemical distributor Grupo Pochteca is sharpening its focus on oilfield
chemicals and services to enable the increased investment.
The US-Mexico-Canada Agreement (USMCA), still awaiting ratification by the US,
should facilitate further trade and also investment in Mexico, once finalised.
Argentina, while fighting through another financial crisis, is also on track to continue
raising oil and gas production, as well as building critical energy infrastructure to
maximise the potential of its prolific Vaca Muerta shale oil and gas region through its
energy champion YPF. The hope is to eventually produce enough ethane feedstock for
another worldscale cracker.
Latin America holds much promise with rich natural and human resources, and
higher growth potential as more of its population moves to the middle class. Especially
in times of global and local economic and political turmoil, companies must adapt and
evolve to seize the opportunities of the future.
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“Las empresas tienen que
adaptarse y evolucionar
para aprovechar las
oportunidades del futuro,
especialmente en
tiempos de desafíos
económicos y políticos –
local y global”

os desafíos de América Latina son bien conocidos: un crecimiento menor al esperado,
incertidumbre política, infraestructura insuficiente y falta de materias primas de
hidrocarburos. La guerra comercial entre los Estados Unidos y China y una
desaceleración sincronizada de la económica mundial también están creando vientos en
contra. Sin embargo, el mercado y las empresas se están adaptando para enfrentar estos
desafíos de maneras innovadoras.
Braskem Idesa, el principal productor de etileno y polietileno (PE) en México, está
adoptando un enfoque acelerado para importar materias primas de etano de los Estados
Unidos que involucra camiones para la milla final. También planifica un proyecto a largo plazo
con un gasoducto tradicional a sus instalaciones en Coatzacoalcos. Braskem Idesa planea
aumentar la capacidad de etileno 10-20%, una vez que asegura suficiente materia prima.
Y las fortunas de América Latina pueden estar cambiando. La nueva administración de
México está haciendo un esfuerzo renovado para impulsar la producción de petróleo y gas, y
de combustibles de Pemex. Un cambio demorará años, pero los signos de estabilización son
alentadores. Grupo Pochteca – un distribuidor de productos químicos con sede en México –
está enfocando su atención en los productos y servicios de los campos petroleros para
aumentar la inversión. El nuevo acuerdo comercial de México, Canadá, y los Estados Unidos
(USMCA) – aún pendiente de ratificación por parte de los Estados Unidos – debería facilitar el
comercio y la inversión en México, una vez finalizado.
Argentina – mientras lucha contra otra crisis financiera – también está en camino para
seguir aumentando la producción de petróleo y gas. Necesita construir infraestructura crítica
para maximizar el potencial de su región de petróleo y gas de esquisto prolífica en Vaca
Muerta a través de la empresa de energía YPF. La esperanza es eventualmente producir
suficiente materia prima de etano para otra cracker a escala mundial.
América Latina es una región muy prometedora con recursos naturales abundantes, y
gran potencial de desarrollo a debida a su clase media creciente. Las empresas tienen que
adaptarse y evolucionar para aprovechar las oportunidades del futuro, especialmente en
tiempos de desafíos económicos y políticos – local y global.
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Brazil chems face
weak demand

A challenging macroeconomic outlook in Brazil and the severe downturn in Argentina
dampen the outlook for chemicals. But rising oil and gas production offers hope
Al Greenwood Houston

sumario

MENOR QUE EL
CRECIMIENTO
ESPERADO
Brasil enfrenta un crecimiento más lento de lo
esperado mientras se somete a reformas
importantes. Otra crisis económica en
Argentina y un colapso en las ventas de
automóviles también está afectando a Brasil.
Los productores petroquímicos enfrentan
demanda débil. Pero el aumento de la
producción de petróleo y gas y las reformas
de las pensiones deberían mejorar las
perspectivas a largo plazo. ■
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t the start of this year, economists
expected Brazil’s economy would
stage a healthy recovery from its
deep recession earlier this decade,
with GDP growth of 2.5% for 2019.
It was thought the new administration of
President Jair Bolsonaro and his economics
minister, Paulo Guedes, would push through
reforms that would remove the red tape and
onerous tax regulations that make it so difficult to do business in Brazil.
Above all else, Brazil would reform its pension system, which would put the country’s
finances on a sustainable path and create momentum to drive through other important
policies.
Brazil could still adopt pension reform
later this year, but forecasts for economic
growth have fallen sharply. Economists surveyed by the central bank now expect GDP to
grow by less than 1%.
This is important to the chemical industry
because demand for its products grows at multiples of GDP. A slow economy will lead to
slow growth in Brazilian chemical demand.
This is especially troubling for chemical
companies because they expected higher demand growth in Brazil and other developing
nations would compensate for slower growth

Petrobras plans to build a pipeline for associated gas from its offshore oil production
in advanced economies.
Chemical companies expected Brazil
would have a growing number of consumers
join the middle class. As Brazilians became
wealthier, they would adopt middle class
buying habits. They would purchase their
first automobiles, rely increasingly on packaged food and buy more durable goods.
All of these use large amounts of plastics.
As this march of the middle class progressed,
Brazilian plastics and chemical consumption
would catch up to the levels in the developed
world. But with economic growth so low in
Brazil, chemical consumption will rise by
much slower rates.

WEAK DEMAND HOLDS BACK BRAZIL
While some of the reforms of Bolsonaro and
his predecessor, Michel Temer, have helped
the economy, they are not addressing weak
demand, which is the root cause of the slow
growth that has characterised Brazil since its
recovery from the 2015-2016 recession.
This recession was especially deep, with
GDP contracting by more than 3 percentage

points annually for both years.
The downturn was especially damaging to
the lower and middle classes. It reversed the
progress these groups made during the 20
years prior to the recession, said Monica de
Bolle, senior fellow at the Peterson Institute
for International Economics.
The unemployment rate in August 2019
was 11.8% on a three-month-moving average,
according to the state statistical agency
(IBGE). The rate has been in the double digits
since February 2016.
The jobs that are being created by the Brazilian economy are informal ones that are more
precarious and less secure, de Bolle said.
Another trend holding back demand is income inequality. The people with the greatest
propensity to spend money are in the lower
and middle classes, de Bolle said. When they
struggle, demand suffers.
To measure inequality, economists use a
statistic called the Gini coefficient. A score of
0 represents perfect equality and 100 represents perfect inequality.
The World Bank has kept track of Brazil’s
www.icis.com
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Gini coefficient through 2017. The Gini coefficient soared during Brazil’s recession and
remains at relatively high levels at over 53.
The current administration is not focusing
on inequality and unemployment because it
expects market forces will resolve them, de
Bolle said. She doubts this will happen. Until
policy makers grapple with the core causes of
weak demand, Brazil’s economy will continue to muddle along at slow rates of growth.

STATISTICS POINT TO WEAK OUTLOOK
Several statistics indicate that demand is weak
in the economy. Monthly automobile licenses
have yet to reach pre-recession levels.
Annual inflation was only 3.43% in August,
well within the central bank’s target of 2.755.75%. Economists expect inflation will remain below 4% through at least 2022. If their
forecasts hold true, such a long stretch of low
inflation in Brazil would be unprecedented.
Inflation has remained weak even as Brazil’s Selic interest rate continues to set new
record lows. The rate now stands at 5.50%,
and economists expect that it will reach
4.75% by the end of the year.
The low Selic is not translating into lower
rates for consumer and business loans because of market concentration in Brazil’s
banking industry, de Bolle said. “You can
lower interest rates by a lot and still have rates
on consumer lending in the order of magnitude of 20-25% per year.”
So far, de Bolle sees no proposals that
would address market concentration in Brazil’s banking sector.
Without easier access to credit, it is going to
be difficult for consumers to borrow more
money to spend on goods.
ARGENTINA SLOWS BRAZIL GROWTH
Outside of Brazil, the outlook is also poor. Its
neighbor, Argentina, has been in a recession
since the third quarter of 2018, when the country posted its second consecutive quarter of
GDP decline. Argentina is Brazil’s third largest
trading partner, behind only China and the US.
Several Brazilian companies expressed
worries about Argentina’s recession back in
April 2019 during the Feiplastic trade show.
Argentina is especially important to Brazilian plastics producers because its automobile
industry is tightly integrated with Brazil’s,
said Jorge Buhler-Vidal, director of Polyolefins Consulting. The firm specialises in Latin
America.
The country is Brazil’s largest export market
for several plastics such as polypropylene (PP)
and acrylonitrile butadiene styrene (ABS).
In January through August, Argentine automobile production fell by nearly 36% year on
year, according to the country’s Association of
Automobile Producers (ADEFA).
The auto sector probably deteriorated furwww.icis.com
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ther following Argentina’s primary election in
August, in which the challenger, Alberto Fernandez, beat the incumbent president, Mauricio Macri, by an unexpectedly large margin.
Those polices include currency controls,
energy subsidies and price caps.
Following the results of the preliminary
election, Argentina’s stock markets crashed,
inflation spiked and the peso weakened.
The reaction was so severe, Macri introduced some of the former government policies that are so loathed by investors. He imposed exchange rate controls to keep the
economy from losing too many dollars. He

Jobs precarious and less secure - de Bolle

also imposed caps on fuel prices.
Argentina’s general election took place
after this supplement was published, too late
to name the winner of the election.
Regardless, the election has damaged Argentina’s economy, and Brazil will suffer as a result.
The Brazilian business publication Valor Economico quoted a study from the Brazilian Economics Institute of the Getulio Vargas Foundation. It estimated that Argentina’s downturn
shaved 0.2 percentage points off of Brazil’s GDP
in 2018. This year, it could be 0.5 points.

BRAZIL GAINS LITTLE FROM TRADE WAR
Brazil will likely see little short-term benefit
from the trade war between China and the US,
its two largest trade partners.
On the one hand, Brazilian agricultural exports to China have helped fill the void created when China imposed retaliatory tariffs
against US imports.
On the other hand, other parts of Brazil’s
economy have had to contend with increased
shipments from US exporters who are scrambling to find new destinations for products
under tariffs in China.
This is especially true for the plastics being
produced by new US plants. US exports of
low density polyethylene (LDPE), high density PE (HDPE) and ethylene alpha-olefin co- ❯❯
November 2019 | APLA Supplement | 7
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PETROBRAS REFINERIES PLANNED FOR SALE
Refinery

Location

Capacity

RLAM (Landulpho Alves)
REPAR (Presidente Getulio Vargas)
REFAP (Alberto Pasqualini)
REGAP (Gabriel Passos)
RNEST (Abreu e Lima)
REMAN (Isaac Sabba)
LUBNOR

Mataripe, Bahia
Araucaria, Parana
Canoas, Rio Grande do Sul
Betim, Minas Gerais
Ipojuca, Pernambuco
Manaus, Amazonas
Fortaleza, Ceara

315,000
208,000
201,000
157,000
74,000
46,000
8,000

SOURCE: Petrobras

❯❯ polymers to Brazil have all increased
sharply.
Taken as a whole, Brazil may realise a marginal benefit from the trade war, said de Bolle
of the Peterson Institute. If the dispute persists, it will likely leave the country worse off
because of the damage that it is causing to the
global economy.

economic REFORMS
Brazil does have some trends that should benefit the economy and the chemical industry.
Some of the recent economic reforms should
help the country. While these do not address the
country’s problems with demand, they should
get government spending under control.
The most significant of these is pension re-

form, which de Bolle expects will pass the
Senate by the end of the year.
This would be a significant achievement.
Without reforming Brazil’s generous pension
benefits, the country faced growing expenses
that would divert funds that could go towards
infrastructure, education or other areas that
would improve the long-term prospects for
the economy.
A more immediate benefit for Brazil’s
chemical industry should come from rising
oil and gas production. Brazil’s refineries rely
mostly on oil-based naphtha as a feedstock, so
rising crude production should make more
feedstock available. The country also has
some gas crackers, so these could benefit from
increased production of ethane and other nat-

ural gas liquids (NGLs) that could be extracted from associated gas.

FEW NEW PROJECTS ON HORIZON
Rising energy production could open up the
potential for new chemical projects in the future. But for now, Brazil has few new pending
projects. Braskem, the country’s sole ethylene
and polyolefins producer, has been considering a possible expansion of its Duque de Caxias gas cracker in Rio de Janeiro state. The
company has yet to announce a final investment decision (FID).
So far, the company has been importing
EDC to make up for the output lost from the
plant shutdown. State energy producer Petrobras plans to build a pipeline that will bring
associated gas from its offshore oil production
in the Santos basin to a new processing plant
it is building in Itaborai, Rio de Janeiro state.
That plant should be completed in 2021.
Once completed it could be a source of fuel
and feedstock for petrochemical plants.
Petrobras is also moving forward with
plans to sell seven refineries as well as its
shale industrial unit (SIX). This plant converts the kerogen found in shale into oil and
gas via pyrolysis. The unit is in Sao Mateus do
Sul, Parana state. ■
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APLA MEXICO

Mexico carves
out opportunities
Braskem Idesa is advancing plans to fast track US ethane imports while Grupo
Pochteca is seeking to serve the growing investment in oil and gas production
Joseph chang new york

F

acing challenges of slow economic
growth, lack of hydrocarbon feedstocks and insufficient infrastructure,
Mexico’s chemical players are deploying innovative solutions to capitalise on
unique opportunities.
While the relatively new government led
by President Andres Manuel Lopez Obrador
(AMLO) is pushing ambitious reforms for
state-owned Pemex to finally boost oil and gas

www.icis.com
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production, uncertainties on the local investment climate and headwinds from the USChina trade war are dampening Mexico’s
growth outlook.
Already this year, median GDP growth estimates have come down from 1.8% for
2019 and 2.0% for 2020 in the January forecast by Mexico’s central bank, to just 0.5%
for 2019 and 1.4% for 2020 in the latest October report.
And average annual GDP growth projections for the next 10 years has come down

steadily from around 3.2% in 2016, to just
2.0% today, reflecting growing pessimism on
the long-term outlook.
For Mexico’s chemical sector, improved
raw material availability and logistics infrastructure are critical elements for future investment and growth.
“Mexico’s chemical market is highly dependent on imports. Of the $45.5bn of 2018
consumption, $34.2bn was imported. Most
chemical plants are working at low operating
rates and with high costs due to the low avail- ❯❯
November 2019 | APLA Supplement | 9

29/10/2019 11:17

APLA MEXICO

oIL AND GAS PRODUCTION BOOST
The new government is pushing hard with investments and a restructuring plan to turn
around more than a decade of steadily declining oil and gas production at Pemex.
From 2006 to 2018, Pemex crude oil production has nearly been cut in half, from 3.3m
bbl/day, to 1.8m bbl/day. Natural gas production rose from 5.4bn cubic feet/day (bcf/day)
in 2006 to a peak of 6.5 bcf/day in 2009 but
has since collapsed to 3.8 bcf/day by 2018.
Naturally, petrochemicals production has
also declined significantly. From 3.6m tonnes
in 2016 and a peak of 3.9m tonnes in 2010,
ethylene and derivatives output plunged to
1.8m tonnes by 2018.
A turnaround will take years. In the second
quarter of 2019, Pemex crude oil production
was 1.67m bbl/day - down 10% year on year,
while Q2 natural gas production was relatively flat year on year at 4.83 bcf/day. Petrochemicals production fell 14% year on year to
642,000 tonnes.
Eugenio manzano
Executive director, Pochteca

“It is of utmost importance
the new administration
speeds up the connections
of gas pipelines…”
Although crude oil production was lower
year on year, it has been relatively steady
throughout 2019. Q2 2019 levels were essentially flat from Q1 2019 - an encouraging stabilisation. Plus, crude oil processing has also
stabilised in 2019.
“It is of utmost importance that the new
administration speeds up the connections of
gas pipelines that are finished or almost finished, promotes investment in oil and gas by
private industry, invests in and allows private industry to invest in infrastructure and
electricity generation, and is successful in its
ambitious plan to modernize existing refineries and build the Dos Bocas refinery,” according to Manzano.
“To the extent these structural changes are
implemented successfully, Mexico’s chemical industry will be more competitive and
10 | APLA Supplement | November 2019
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Brasken Idesa

❯❯ ability of raw materials such as natural
gas, methane and ethane, and high electricity
prices,” said Eugenio Manzano, executive director of Mexico-based distributor Grupo
Pochteca.
“Besides this, rail, port and highway infrastructure is insufficient and needs modernisation. This situation not only affects the chemical industry but also the competitiveness of
more than 40 industrial segments that are
supplied downstream,” he added.

Braskem Idesa plans to import US ethane for its cracker in Coatzacoalcos
able to substitute imports of many products
that can be produced locally. This will also
boost Mexico’s growth in downstream industries,” he added.
However, the challenges are formidable.
Pemex has $104bn in debt and “years of E&P
(exploration and production) operational lag”
from underinvestment, and faces global market uncertainty in the energy markets, noted
the executive.
“It is too early to tell what the end result
will be,” said Manzano.
In the coming years, as the government increases investment to boost oil and gas production, Pochteca plans to play a major role
by adding value for oilfield services companies. The company’s new laboratory in Villahermosa is servicing these companies in
Southeast Mexico.
“The laboratory is not only involved in developing a new generation of drilling fluid
applications, but also in developing new well
workover and well maintenance-fluids,” said
Manzano.
“Pochteca is also developing specialties for
oil production and enhanced oil recovery segments under our Petroprim barnd of products,” he added.

BRASKEM IDESA ON FAST TRACK
In the meantime, Braskem Idesa, Mexico’s
largest producer of ethylene and derivatives,
is taking a novel approach to sourcing ethane
for its cracker and polyethylene (PE) units in
Coatzacoalcos, Mexico with a “fast track approach” involving trucks for the last mile, the
CEO of joint venture partner Grupo Idesa said.
Braskem Idesa has a 1.05m tonne/year
ethane cracker and polyethylene (PE) units in
Coatzacoalcos, Mexico.
The Braskem Idesa cracker has been receiv-

ing around 75-80% of its ethane feedstock requirements from Mexico state-owned oil and
gas producer Pemex as gas production in the
southern part of the country has been less
than expected, said Jose Luis Uriegas, CEO of
Grupo Idesa.
“We are preparing to start imports of
ethane in November. In our fast track plan,
we will have a terminal at Coatzacoalcos
Port receiving ethane in liquid form from the
US at a competitive price. Then we will
move it in liquid form by truck from the port
sumario

EMPRESAS NAVEGAN
DESAFÍOS EN MÉXICO
Ante los desafíos del crecimiento económico
lento, la falta de materias primas de
hidrocarburos y la infraestructura insuficiente,
la industria química de México está
implementando soluciones innovadoras para
capitalizar oportunidades únicas. El gobierno
relativamente nuevo dirigido por el presidente
Andrés Manuel López Obrador (AMLO) está
impulsando reformas ambiciosas para que
empresa estatal Pemex impulse la producción
de petróleo y gas. Pero persisten
incertidumbres sobre el apetito para inversión
local, y la guerra comercial entre los Estados
Unidos y China está empeorando la
perspectiva de crecimiento de México.
Braskem Idesa está llevando a cabo
proyectos para importar etano
estadounidense que involucrará camiones, y
un proyecto a largo plazo con un gasoducto.
Mientras tanto, el distribuidor Grupo Pochteca
busca servir las nuevas inversiones en
producción de petróleo y gas con productos
químicos para campos petroleros. ■
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to the plant where we will re-gasify it,” said
Uriegas in an interview with ICIS. The
Braskem Idesa joint venture (75% Braskem,
25% Idesa) has already been building the infrastructure for this “fast track” phase, which
will allow it to import 20-25% of its ethane
feedstock needs so it can run its cracker at
close to 100% in 2020, he noted.
Jose Luis Uriegas
CEO, Grupo Idesa

“We will have a terminal
receiving ethane in liquid
form from the US at a
competitive price. Then we
will move it in liquid form
by truck from the
port to the plant”
The ethane shipped from the US would
move from vessels to Coatzacoalcos Port to be
unloaded into large bullet tanks. From there
the ethane would be loaded onto trucks to
Braskem Idesa’s cracker less than 10km away.
The vessels that can move natural gas liquids (NGL) by truck cool the product to
around -180 degrees Celsius, whereas ethane
needs to be cooled to about -90 degrees Celsius, said the CEO.
“The company that will move the ethane is
very experienced in moving NGL [natural gas
liquids] in trucks at short distances. The distance is less than 10km and through a very
safe route,” said Uriegas.
“The logistics are slightly more expensive,
but it is always better to be able to run the
cracker at 100%,” he added.

LONG-TERM ETHANE SOLUTION
However, the “fast track” ethane plan will be
supplanted by a long-term solution.
Braskem Idesa’s long-term plan involves
building a proper ethane import terminal at
Coatzacoalcos Port, which would include one

or two very large tanks capable of importing at
least 50,000 bbl/day of ethane. All of the
crackers in Coatzacoalcos, including those of
Pemex, have the capacity to consume around
130,000 bbl/day of ethane, he noted.
The terminal, which would be built and
operated by Braskem Idesa, would receive liquid ethane and then re-gasify it at the terminal, moving it by pipeline about 8km to the
cracker site, said Uriegas.
Braskem Idesa is working on the permitting
process for the ethane import terminal and expects to start construction in early 2020 for
completion in late 2021 or early 2022, he
added.
While Uriegas is bullish about Pemex’s
ability to increase oil and gas production for
petrochemical feedstock in the medium and
long term, a stop-gap solution is needed to
maximise cracker productivity.
“It is good the government is putting a clear
priority on the energy sector as they are dedicating serious funds to increase production of
oil and gas,” said Uriegas.
“However, in the next three years we are
not counting on increased volumes, so we are
planning ethane imports,” he added.

EXPANSION OF CRACKER CAPACITY
And in conjunction with the long-term increase in ethane supply from the US, Braskem
Idesa plans to expand ethylene capacity at its
cracker by 10-20% through debottlenecking
by late 2021, said the CEO.
However, there are no current plans to increase PE capacity as its units can produce
beyond nameplate capacity and thus can
offtake production from the expanded cracker, Uriegas said.
Downstream from the 1.05m tonne/year
ethane cracker, Braskem Idesa has nameplate
capacities of 750,000 tonnes/year of high density PE (HDPE) and 350,000 tonnes/year of
low density PE (LDPE).
Mexico continues to be a heavy net importer of PE. In 2018, Mexico’s total net imports of
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'000 tonnes
1,500

1,200

900

600

300

0

2015

SOURCE: ICIS Supply and Demand Database

www.icis.com

APL_151119_009-011.indd 11

2016

2017

2018

PE of 1.24m tonnes surged from around
720,000 tonnes in 2017, according to the ICIS
Supply and Demand Database.
“One disturbing trend is that in the past
10-20 years, Mexico has built up a huge trade
deficit in plastic parts - in construction,
household products and packaging - and it
doesn’t look like it is getting better,” said
Jorge Buhler-Vidal, director at Polyolefins
Consulting.
“Part of this is because there is not enough
resin production to supply the country,” he
added.
Because of the lack of hydrocarbon raw materials, there is little potential for major new
petrochemical projects in Mexico, he noted.

US-CHINA TRADE WAR IMPACT
The US-China trade war is slowing global
GDP growth which is impacting chemical
demand worldwide. While Mexico may be
able to boost certain exports of finished industrial goods such as auto parts to the US,
replacing Chinese products, headwinds from
a slowing US economy would partially offset
any benefit.
Another consequence for Mexico is that it
is seeing more import pressure from China.
“As Chinese producers need to find new
markets for the volume not going to the US, we
are already seeing lower, aggressive pricing
from Chinese chemical producers for the Mexican market,” said Manzano from Pochteca.
“In some cases this will benefit Mexican
consumers, decreasing production costs and
prices for many products but in other cases it
will hurt Mexican producers that manufacture the same products. Low and volatile spot
pricing of raw materials generates uncertainty
and I’d venture to say it causes more harm
than good,” he added.
USMCA TRADE DEAL BENEFITS
On the positive side, Mexico’s economy and
the chemical sector stand to benefit from the
US Mexico Canada Agreement (USMCA),
which has yet to be ratified in the US.
The USMCA would address currency manipulation and the need for transparency regarding foreign exchange activity, allow for
more modern and streamlined customs procedures, include provisions on digital commerce, increase market access for certain
products and enhance labor practices, said
Manzano.
“Investor confidence would certainly increase and projects that are currently in standby as well as new ones would materialize,”
said Manzano.
“The chemical industry will also benefit
because the reduction in paperwork and cumbersome requirements will make it easier to
qualify products as North American origin,
fostering trade and investment,” he added. ■
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The path to energy
independence
For many years, Argentina has been a country with potential for economic
development based on its abundance of natural resources, but the development of the
Vaca Muerta shale oil/gas play is giving the country a clear path to fulfill its potential
in energy and petrochemical development. For an update on the progress of these
activities, ICIS interviewed Federico Veller, a chemical engineer with state-owned
energy company YPF, that is at the forefront of the energy renaissance.
What is the current supply and demand
balance for Argentina oil and gas? What
are the prospects for natural gas exports
continuing?
The situation for Argentina is promising
given that Vaca Muerta is the second largest
shale gas reserve in the world and the fourth
largest for shale oil. Regarding crude oil, the
situation is very auspicious. The refining capacity is almost full, achieving market supply,
with excellent prospects for continuous export in 2020 and onwards. Some calculations
indicate that Argentina could export approximately 500,000 bbl/day of crude oil by 2024.
Regarding gas, domestic demand is seasonal, with strong peaks in winter that make imports necessary and between six to eight
months of oversupply in warm months. YPF
is capitalizing on some opportunities in the
short term.
The first is via gas exports to Chile, where we
will be exporting between 4-5m cubic meters
(mcm) of gas in the summer and with whom
we want to deepen opportunities for long-term
contracts.
The second is through a liquefaction barge
that YPF put into operation this year, with a liquefaction capacity of 2.5m cubic meters/day of
natural gas. YPF is carrying out the second LNG
export in October and plans to export until the
beginning of winter 2020.
We have also acquired the Ensenada de
Barragán thermal plant, which consumes
0.6mcm/day, and where we will sell gas to
close the cycle, which would lead to an additional use of 3.7mcm/day.
We are also about to launch a gas injection
project, which allows us to offer peak gas. It
will incorporate 2mcm/day for gas sales in
winter.
12 | APLA Supplement | November 2019
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YPF chemical
engineer Federico
Veller is bullish
on the outlook for
Argentina energy
and petrochemicals

YPF

George martin Houston

However, all these efforts are small compared to the main project that YPF is leading,
and the one that can really trigger massive development for the Vaca Muerta gas: the development of a liquefaction plant, to export gas to
Asia.
This project requires five years and an investment close to $5bn, and will be addressed
through a consortium, as these plans have
been developed in other parts of the world.
There is consensus and interest among the
main players to advance in this direction and
YPF is leading the way. To be viable, this
plant needs to operate year-round.
How do you see oil and natural gas
production developing for YPF? Do you see

enough development for increased petrochemical production in the future?
YPF achieved a very strong increase in production in recent years in Vaca Muerta. As an
example, the net production of shale oil and
gas grew from 29,900 bbl of oil equivalent/day
(boe/day) to 82,400 boe/day between 2016
and Q2 2019. Other players also showed impressive production growth, which resulted
in an oversupply of gas, generating a bottleneck in demand and a sharp decline in prices
in a temporary manner.
But beyond this situation and since we have
the raw material - which is gas in abundance the conditions for some petrochemical projects
are great, either by expanding the current installed capacity for urea production or installwww.icis.com
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ing a new world scale methanol unit or even
via the construction of a world class plant to
add value to propane to produce propylene
and then downstream polypropylene (PP).
There are also market reasons that make the
opportunity quite unique. Argentina and Brazil are still net importers of fertilizers. Moreover, the average farmer in Argentina uses one
third of the fertilizers that the average America farmer does, so there are still more reasons
to focus on exploring the opportunities that
lie in front of us in the petrochemical sector.
The productive leap was so significant that
there is potential to double urea production
capacity and move forward in adding value to
propane.
There is also a third, long-term option that
demands greater efforts, which comes with
the development of a world-scale ethylene
cracker, polyethylene (PE) units and other derivatives.

“We also understand that YPF is a
quite unique partner of choice in the
region and that makes it easier for
projects to be enhanced.”
For this to happen, Vaca Muerta production would need to ramp up, and players
would need to take more decisive steps in infrastructure and liquefaction capacity. We believe that this step could be taken in the next
10 years and allow a more massive development of petrochemical capacity, because it
requires a deeper development of the upstream and midstream capabilities, with the
LNG plant at the center.
How are the Vaca Muerta projects expected
to impact the petrochemical sector?
Petrochemicals are the value-added link that
gives meaning to the entire Vaca Muerta project. We not only refer to the development of
gas and petrochemicals, but also to liquids
from shale oil.
There is a very attractive future to position
petrochemicals and to develop a genuine demand for high value-added products.
With what happened in the US with the development of shale, it is clear how petrochem-
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FEDERICO VELLER
YPF Chemical Engineer

YPF is confident on boosting hydrocarbon production
icals was the step that helped unlock real
added value to the resource to generate a very
virtuous impact on the entire industrial chain.
What is the level of interest among international energy companies in partnering with
YPF and investing in Argentina?
The interest of several of the majors is real
and genuine. We already have very good experiences in Vaca Muerta with Chevron,
Dow and PETRONAS and recently with
Equinor, an original partner of Vaca Muerta
with whom we have extended our partnership to the development of offshore basins in
Mar Argentino.
These partnerships have been very successful, because in addition to capital contribution there has been a very virtuous exchange
of know-how and experiences.
Specifically, in the petrochemical business
we have also faced projects with global partners such as Nutrien in the development of
urea in Profertil. YPF plans to work in future
petrochemical projects with global partners.
The collaboration with leading partners in
each area allows us to gain technological,
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YPF EN RUTA PARA AUMENTAR LA
PRODUCCIÓN DE PETRÓLEO Y GAS
La compañía energética estatal de argentina, YPF,
confía en que puede impulsar significativamente
la producción de petróleo y gas que se encuentra
la prolífica formación de esquisto de Vaca Muerta
con mayores inversiones. También está
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planificando una planta de licuefacción de $ 5 mil
millones y proyectos de infraestructura
midstream. Existe la posibilidad de nuevos
proyectos petroquímicos en el futuro, incluida un
cracker escala mundial. ■

commercial and operational capabilities and
enhance the expertise they bring in the implementation of large integrated projects, basically because they have already done it several times in other parts of the world.
We also understand that YPF is a quite
unique partner of choice in the region and
that makes it easier for projects to be enhanced. Vaca Muerta in this sense is a very
good example.
How are you dealing with the challenges
in Argentina’s economy and the political
situation?
YPF is close to its 100th anniversary and has
managed to operate in very diverse economic
and social conditions. From our origins as pioneers we have maintained a long-term vision, measuring risks, taking precautions, but
also committing to the future. We believe that
in the face of Argentina’s unique opportunities in energy matters, it is vital to have a predictable regulatory framework in place that is
respected, with clear rules for all.
In terms of pipeline and midstream infrastructure, is more investment in natural
gas processing plants and fractionators
needed? Do you expect this to happen?
The truth is that there are concrete projects.
Different players have already anticipated this
need and have projects awaiting approval to
increase Argentina’s gas fractionation capacity.
This will help increase the full development of
the petrochemical industry. Progress has been
done in a framework that enables the work and
contracts between private parties. ■
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Grupo Pochteca to
focus on solutions
Executive director Eugenio Manzano sees growth opportunities in
Mexico by providing customised solutions and building digital platforms
Joseph Chang new york

M

exico-based chemical distributor
Grupo Pochteca is focusing its attention on key areas of specialty
chemicals, waste management
and recycling, logistics and the use of new
digital platforms to drive growth.
“We see growth in specialties and need for
technical services across all industrial segments, where Pochteca’s application labs and
technical staff for coatings, household and
personal care (HPC), oil and gas, food and lubricants play a key role as differentiators adding value to customers,” said Eugenio Manzano, executive director of Pochteca.
The distributor also aims to serve increased
demand for green chemistry and environmental
services on the part of industrial customers because of government regulations and increased
social consciousness and responsibility.

Grupo Pochteca
aims to serve the
growing needs of
the energy sector

Eugenio manzano
Executive director, Grupo Pochteca

Pochteca’s recently launched Environmental Solutions business unit offers collection,
transport and disposal of industrial waste; a
zero waste-to-landfill program; recycling and
co-processing of various chemicals, including
in-house capacity to recycle more than 5m litres/year; and facilitating the sale of recyclable
materials such as fibres, plastics or metal to
third parties.
“We started a few years ago with solvent recovery and recycling, and the business started to
grow as it saved significant costs and reduced
the environmental impact of our customers’ operations. We launched the full business unit earlier in 2019, building on our experience with
recycling services. It’s been very successful and
14 | APLA Supplement | November 2019
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Grupo Pochteca

“E-commerce and digitisation is a
threat but also an opportunity for first
movers. We are investing constantly in
state-of-the-art information and
automation tools”

growing fast,” said Manzano.
“In Mexico, customers need a reliable provider of environmental solutions - to pick up,
transport and dispose of waste, or sell the
waste material to other companies. We place
people at plants and install equipment at customer locations to handle waste streams - to
collect it, package it and send it to the next
step in the chain,” he added.
Logistics is another critical component to be

successful in Mexico’s chemical industry as
the country has deficiencies in warehousing,
handling and transportation infrastructure.
Pochteca also offers logistics solutions to
chemical producers and customers by leveraging its infrastructure of more than
300,000sqm of warehouse capacity, more
than 20m litres of bulk storage capacity and
specialised transportation fleet of more than
150 trucks, said the executive.
www.icis.com
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The company’s new facility in Guadalajara,
Mexico, opening in November 2019, will be
capable of handling up to 28 railcars at a time,
with a storage capacity for more than 1.7m litres of bulk products and 21,000 tons of packaged products.
“This will be a state-of-the-art terminal and
storage facility in the west of Mexico with tank
farms, a food ingredients warehouse, a warehouse for packaged products, blending and dilution facilities. It will serve the west and
northwest of Mexico and will also provide 3rd
party logistics (3PL) services,” said Manzano.

DIGITAL PLATFORMS
Pochteca also aims to grow sales through online platforms as it makes it easier for customers to transact.
“E-commerce and digitisation is a threat
Eugenio manzano
Executive director, Grupo Pochteca

“This will be a
state-of the-art
terminal and
storage facility in
the west of Mexico”

but also an opportunity for first movers. We
are investing constantly in state-of-the-art information and automation tools such as Salesforce, routing and warehouse management
software (WMS), easy-to-navigate web pages
and a pilot online store for our Conjunto Lar
division,” said Manzano.
Sales from online orders currently comprise less than 10% of overall revenues but
are growing quickly, he noted.
The online store for the Conjunto Lar personal care and household ingredients division is gaining traction and Pochteca aims to
roll out this model to its other divisions across
the next 18-24 months.
“The automation part is key. We just
launched a Salesforce platform, replacing our
current customer relationship management
(CRM) system and constantly update web
pages. Plus, all our sales team is connected
online to customers with laptops, tablets and
phones,” said Manzano.
The chemical distribution sector faces
competition from other digital platforms but
is largely insulated because of specialised
handling requirements.
“Selling chemicals over the internet is complicated, as you need technical service and a
chain of custody that is safe in terms of han-
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GRUPO POCHTECA VE
OPORTUNIDADES,
ABRE NUEVA TERMINAL
El director ejecutivo de Grupo Pochteca,
Eugenio Manzano, ve oportunidades en
proveer soluciones personalizadas en servicios
para el medioambiente y en logísticas, y en
aumentar las ventas en línea con un enfoque
en productos químicos especializados. Está
abriendo una nueva terminal moderna en
Guadalajara, México, con tanques; un almacén
de ingredientes alimentarios; un almacén de
productos envasados; e instalaciones de
mezcla y dilución. La instalación podrá manejar
hasta 28 vagones a la vez, con una capacidad
de almacenamiento de más de 1.7 millones de
litros de productos a granel y 21,000
toneladas de productos empacados. Servirá al
oeste y noroeste de México. ■

dling. For non-hazardous products, some of
these e-platforms will be more successful,”
said Manzano. “We are working on tools to
make it easier for customers to place orders
and to decrease transaction costs,” he added. ■
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Disruptions
plague
caustic soda
Environmental closures and other outages have tightened
caustic soda supply and hurt downstream demand
Bill Bowen Houston

L

iquid caustic soda supply in Latin
America has been marked by disruptions in end-use markets, production
outages, followed by a resurgence of
demand, all punctuated by question marks.
What will happen on the supply front
going forward? Will the outages and new demand create a market shortage that will drive
supply lower and prices higher, just like what
happened after Hurricane Harvey knocked
out more than 1m dry metric tonnes (dmt)/
year in production capacity out of operation
in the US Gulf for several weeks?
“The market right now is very difficult to

get your arms around,” said a major buyer of
caustic soda who sources from a number of
global regions.
Confounding market participants has been
the apparent ability of US producers to cover
the return of the giant Hydro Norsk Alunorte
alumina plant in Northern Brazil and to cover
the supply loss from a major chlor-alkali plant
on the central Brazilian coast.

RETURN OF ALUNORTE
Alunorte began to resume full production in
June after a year of only taking half its usual
caustic soda import volumes from the US.
The plant is now running at about 75% of
its capacity and is expected to reach full ca-

pacity at the year-end or early next year. That
means its demand uptake for caustic soda has
increased by about 17,000 dmt/month since
June and through the remainder of 2019.
The outage of the Braskem chlor-alkali
plant in Macieó, Alagoas State, at the beginning of the second quarter of 2019 sharply cut
caustic soda supply in that market and sent
prices skyward.
The loss of output is estimated to require an
additional 32,000-35,000 dmt of caustic each
month to cover Braskem’s domestic business.
The result was a spike in US exports to Brazil in June and July.
Average monthly US exports of caustic to
Brazil ran at a little more than 100,000 dmt
during 2017 when Alunorte was running at
full rate, according to the ICIS Supply & Demand Database.
That dipped to below 70,000 dmt/month in
2018 when Alunorte was restricted to a 50%
operating rate by regulators.
In June and July, US exports hit 200,000
dmt each month, according to the ICIS Supply & Demand Database. Additional material
was also imported from Argentina, Peru,
China and even Europe.
Together, Alunorte’s return to three-quarter
operational rates and Braskem’s total outage
now required an additional 50,000 dmt/
month to cover the new demand and the lost
supply above the 2018 average.

EXCESS IMPORT VOLUMES
Additionally, besides the US suppliers who
contract with Alunorte and have signed shorter-term deals to cover Braskem’s supply short-
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The caustic soda market is grappling with a
mixed outlook for demand and supply
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US MONTHLY CAUSTIC SODA EXPORTS TO BRAZIL
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to remain below 4% through 2022
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fall, distributors and others in the market
brought in material in anticipation of a shortsupply scenario.
That led the June and July shipments from
the US to push to nearly 100,000 dmt more
than market demand for those months.
A smaller import volume in August
brought the figure for the five months of extra
demand and responding imports to about
50,000 dmt in excess of the new demand for
the five-month period.
“Everybody who could shipped to Brazil to
capitalise on the higher prices,” a US producer said.
“It really pushed the market long,” said a
trader who ships material to Brazil to supply
local distribution.
The market in Brazil is now considered bal-

Oct
2019

anced and domestic prices have responded by
steadily declining since the beginning of July.
Domestic prices entered September at a
level close to where they were before the demand and supply surges.

A MIXED DEMAND OUTLOOK
US caustic soda producers have adequate production capacity to cover the current demand
in Brazil and those volumes will likely be
supplemented by imports from producers in
other countries and even other regions.
However, the return to full production by
Alunorte at the end of the year or by early
2020 may take the remaining slack out of the
US market.
US market supply has gained some slack
on account of reduced demand from the
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PLAZA DE DISRUPCIONES DE MERCADO
LATINOAMERICANO SODA CÁUSTICA
Los cierres medioambientales y otras
interrupciones del servicio han restringido el
suministro de soda cáustica y han afectado la
demanda en el mercado. Además de esto, los
productores estadounidenses han podido cubrir el
regreso de la planta gigante de alúmina Hydro
Norsk Alunorte en el norte de Brasil y cubrir el
suministro perdido por problemas en una planta
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de cloro-álcali importante en la costa central de
Brasil. Es probable que la oferta y la demanda se
mantengan bastante estables, con demanda más
débil en algunos mercados vinculada a una
aparente desaceleración económica global. Pero
los problemas en Brasil señalan a un problema
más amplio: falta de confiabilidad en la operación
de plantas y los peligros medioambientales. ■

alumina industry, where prices have
dropped for aluminium and less efficient
plants have closed, such as the JISCO Alpart plant in Jamaica.
That plant, which closed in September,
removed at least 65,000 dmt/year of demand and possibly much more.
While supply and demand is likely to remain fairly stable with weaker demand in
some markets linked to an apparent global
economic slowdown, the problems in Brazil
point to a broader issue: plant reliability and
environmental hazards.
Both Alunorte and Braskem’s Maceio
plants were ordered to reduce operations or
close as a result of environmental damage
caused by operations.
Alunorte’s waste retention ponds were
thought to have overflowed during heavy
rains in February 2018.
The overflow was said to have fouled water
in the surrounding communities and was ordered to halve its operating rate by local and
regional authorities.
These may reflect closer scrutiny of environmental issues in the country and in the region since the explosion at the long-troubled
Petroquimica Mexicana de Vinilo plant in the
Pajaritos complex in Mexico’s Coatzacoalcos.
The April 2016 blast killed dozens and injured many more.
All three companies have paid heavily for
the lost production and revenue, damage repair as well as in civil and other penalties.
The attention of regulators to the current
problems may signal a more careful era and
may help move the industry to more reliable
and safe operations. ■
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Live Disruption Tracker: Supply View
New for 2019: Now with alerting feature
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APLA Latam PLASTICS

Latin America
polymers caught
in ‘perfect storm’
The new US plants have created enough
oversupply to depress prices in the entire region,
and even more now that the Chinese markets are
closing the door to certain US polymers
George martin Houston

T

he US-China trade war, a deteriorating global economic outlook, and
oversupply of product in plastics
markets are compounding a fragile
economic situation in most of Latin America, where a strong dollar has caused inflation
to reappear.
The biggest problems are localised in the
polyethylene (PE) market. The shale gas advantage encouraged producers to increase
ethylene capacity and with it, PE capacity to
absorb the growing volumes of ethylene.
The new US plants have created enough
oversupply to depress prices in the entire region, and even more now that the Chinese
markets are closing the door to American
products. The glut of PE has forced cancellation or postponement of projects all over
Latin America. It is hard to compete with US’
low cost feedstocks.
The old Phoenix project in Mexico was
possible because of good timing. The Braskem

sumario

Idesa ethylene (C2)/PE plant came online
ahead of the C2/PE wave of start-ups in the
US Gulf. However, all other Latin American
petrochemical projects failed to materialise.
There is a propylene/polypropylene (PP)
project starting in Bolivia after years of planning and deliberation, but five years may
elapse before any product is delivered from
that site.
Gone are some of the projects planned in
Venezuela and Brazil. Colombia has been
planning for years to complement its low density polyethylene (LDPE) production with
other grades, but nothing came close to realisation. Only an expansion of PP capacity
looks likely in the short term.
Peru has gas reserves but needs investment
to develop them. However, its government
has been unstable of late. Ecuador is unravelling on a wave of protests against the International Monetary Fund (IMF) belt-tightening
requirements and Argentina will soon implement strategies to cope with the results of its
recent general elections. Even Brazil, the larg-
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LOS POLÍMEROS DE
AMÉRICA LATINA
ENFRENTAN LOS
DESAFÍOS
Todos los polímeros principales - polietileno
(PE), polipropileno (PP), poliestireno (PS),
cloruro de polivinilo (PVC) y tereftalato de
polietileno (PE) - enfrentan demanda débil en
América Latina. La guerra comercial entre los
Estados Unidos y China, el deterioro de las
perspectivas económicas mundiales y el
exceso de producto en los mercados de
plásticos están agravando una situación
económica frágil en la mayor parte de América
Latina, donde un dólar fuerte ha provocado la
reaparición de la inflación. No hay proyectos
en gran escala en proceso, con la excepción
de un nuevo proyecto de PP en Bolivia. ■

est petrochemical producer with the largest
consuming market in Latin America, is feeling the effects of low growth.

PP LESS OVERSUPPLIED
PP markets are less oversupplied, but growing
volumes in the US, the Middle East and Asia
have depressed prices in Latin America. The
regional PP deficit in Latin America is smaller
than the PE deficit, but weak demand is challenging all regional producers.
Argentina is having dismal demand this year.
The US dollar has tripled its value in less than
two years and high interest rates have decimated credit. Demand has declined for all segments. Exports have become a vital necessity.
Brazil has dollar woes and its economic recovery has stalled. Protected domestic prices
have attracted imports from various origins,
forcing the local producer to compete.
Esenttia in Colombia needs to export more
than 50% of its PP production and Brazil has
been a good outlet due to bilateral agreewww.icis.com

29/10/2019 11:11

ments. Argentina’s PP producer Petrocuyo
finds Brazil attractive because of Mercosur
membership advantages.
Both countries have had strong currency
depreciation in recent months.
Indelpro in Mexico has a good situation
but faces strong competition from its northern neighbour.
All of these factors coexist in an environment of political turbulence.
Mexico and Brazil have new governments
still seeking to gain popular approval. Peru
and Ecuador have highly conflicted governments, Argentina just had its elections and
Colombia could have a resurgence of the violence that plagued the country for decades in
recent years.
Despite its energy resources, Venezuela has
big problems rooted in economic practices
that have deprived citizens of basic essential
goods. Inflation has skyrocketed and the
country faces years of negative growth.
Domestic transformers capable of importing
raw materials on their own are the only ones
still standing in such an environment. Local
production of ethylene, propylene and polymers has plummeted. Circular economy ideas
are proliferating in the region on environmental
concerns, but they are contributing to increased

www.icis.com
Untitled-2 1

APL_151119_020-021.indd 21

Shutterstock

APLA Latam PLASTICS

Higher imports from the US are flooding markets
competition in already weakened markets.
Latin America polystyrene (PS), PVC and
PET markets are in the same predicament. Demand has disappeared with low GDP growth
and inflation, while margins have declined
amid intense global competition.
The global petrochemical market is in a
downcycle after a 10-year expansion. Supply
of some products has grown faster than demand and the only remedy is time - time for

demand to grow and balance the supply explosion. However, supply is still growing in
the US and other parts of the world.
What can companies do to mitigate the effects of the current downturn? Trim costs, be
nimble, look for new markets and be assured
that a similar situation existed 10-12 years
ago, and a recovery followed.
Although it is difficult to predict how long
this recovery will take, count on one coming. ■
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US shadow hangs
over LatAm PE

The big buildup in US ethane-based ethylene and polyethylene capacity is putting
pressure on Latin America as more exports target regional markets
Zachary Moore Houston

L

atin American markets will continue
to be heavily impacted by the massive
wave of new ethylene and polyethylene (PE) capacity coming on line within the US Gulf.
The new US capacity is expected to keep
prices for PE in Latin America competitive
relative to the rest of the world.
Over the past year, import prices along the
Pacific Coast of South America have been
competitive relative to prices in China, with
South American prices even carrying a discount relative to China during several periods.
China typically receives the world’s lowest
prices for imported PE as China is by the far
the world’s largest PE importer.
Many participants now anticipate that Latin
American countries may enjoy PE prices
below world average price levels as large additional inflows from the US will keep regional markets well supplied.
Prior to the recent capacity buildup, Latin
America was the primary destination for US
PE exporters and it will remain so as US exporters already have well established sales
channels into Latin America.
Additional tariffs on US PE exports to
China have necessitated US producers diverting material originally intended for shipment
to China to other regions, leading to US producers more closely targeting Latin America.
The large new US export-focused capacities

US PE AS A PERCENTAGE OF OVERALL
LATAM* IMPORTS, 2019
Brazil
Argentina
Mexico
Colombia
Chile
Peru

HDPE

LLDPE

LDPE

50%
22%
87%
67%
36%
60%

60%
47%
87%
76%
58%
51%

45%
30%
87%
64%
55%
36%

Source: ICIS Supply and Demand Database Note: *Brazil,
Argentina, Chile, Colombia, Peru, Mexico

were originally intended to supply China as its
large import needs were a logical match with
the large new capacity builds ongoing in the
US.
“Between 2017 and 2019, North American
exports of linear low density polyethylene
(LLDPE) to South and Central America rose
74% while South and Central American imports from the Middle East and Asia are moving lower,” said James Ray, Vice President of
Consulting for the Americas for ICIS.
Several participants at the recent Feira Internacional do Plastico (Feiplastic) trade show
in Brazil said that US producers were actively
expanding their presence in the South American market, with many establishing new sales
offices and logistics centres in the region.
While new US PE capacity is likely to keep
some downward pressure on PE prices in the
Latin American region, the large new capacity
builds in the US Gulf have reduced investor

sumario

Nueva presión de capacidades de Estados
Unidos sobre América Latina
La gran acumulación en la capacidad de etileno
y polietileno (PE) a base de etano de los
Estados Unidos está presionando a América
Latina; ofrecen más exportaciones a los
mercados regionales.
La guerra comercial entre los Estados Unidos
y China significa que aún más productos
pueden buscar un hogar en la región. Sin
embargo, los precios dentro de Argentina y
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Brasil permanecen más costosos que los
promedios mundiales a debido a la intervención
de pólizas del gobierno. Se espera que el
crecimiento económico en toda la región sea
bajo. Es la reflexión de una debilidad más
amplia en la actividad manufacturera global, así
como la incertidumbre política después de las
tumultuosas elecciones recientes en Brasil,
Argentina y México. ■

interest in the possibility of establishing new
crackers and PE plants within Latin America.
Prices within Argentina and Brazil remain
above global averages, owing to the protected
nature of these markets.
Argentinian players have been importing
more PE in recent months due to production
problems at Dow’s crackers in Bahia Blanca.

ECONOMIC WOES
Economic growth across the region is widely
anticipated to fall below expectations. This reflects broader weakness in global manufacturing activity as well as political uncertainty following tumultuous recent elections in Brazil,
Argentina and Mexico.
Mexico’s GDP growth is expected to fall
below 1% in 2019 and to grow by less than
1.5% in 2020, according to a survey of economists conducted by the Mexican central bank.
Brazil has only recently emerged from a significant recession and while the Brazilian economy is expected to grow, economic growth is
anticipated to remain modest. Recent projections from the nation’s central bank suggest that
the economy may grow by 0.9% in 2019.
Argentina has been gripped by an economic
crisis, with interest rates above 70% and a significant depreciation of the peso against the
dollar. The peso/dollar exchange rates sank to
a record low of 62 in August 2019.
As this article went to press, economic
woes have been magnified by concerns that
the market friendly government of Mauricio
Macri may not be able to stay in power much
longer and that populist forces might once
again come to power.
GLOBAL PP SUPPLIES LENGTHEN
In the polypropylene (PP) market, supply is
lengthening globally as China continues to
build out large new capacities in a drive to
achieve self-sufficiency in PP.
With import opportunities to China declining, exporters from other key Asian economies
such as South Korea and Taiwan are seeking
additional outlets for product, which is likely
to lead to increasing imports of Asian product
into Latin America. ■
www.icis.com
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Supply and Demand
Database
Single searchable source of historical data on global
petrochemical and energy markets

2040

4 Historical and forecast data (1978-2040)
4 Over 100 petrochemical products
4 Over 12,000 refinery units
4 Over 18,500 petrochemical plants
4 Import, export and consumption volumes
4 Plant capacity, production and operating
status

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

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