
Commodity Petrochemicals - Truths 
Behind the Headline Prices

Paul Ray, ICIS

Head of Development, Data and Analytics 

16 June 2010, 2pm EST

• To perform a system check or for any other technical questions, 

please refer to the help links on the event page



Agenda

• About ICIS

• Commodity chemicals and how they use ICIS pricing

• Key market trends

• Getting behind pricing to see the impact of trends

• Derived margin analysis

• Q&A



Who are we?

• ICIS, the world’s largest information provider for the global 
chemical, oil and gas industries. We aim to help companies in 
global commodity markets improve revenues and profits by 
providing high quality, timely, commercially useful 
information, business leads and brand positioning. 

• ICIS is part of Reed Business Information (RBI), a division of 
Reed Business and a member of Reed Elsevier plc (525), 
(UK:REL) (US:RUK) (NL:45443), the world's leading publisher 
and information provider. RBI publishes over 100 market 
leading publications, directories and online services, and 
organises numerous industry conferences and awards. The 
RBI portfolio includes New Scientist, Totaljobs.com, Elsevier 
Science, Bankers' Almanac and Flight International. 

http://www.reedbusiness.com/
http://www.reedelsevier.com/


What is ICIS pricing?

• Our pricing and market intelligence covers all the major 
chemical and energy markets.

• The pricing data, trends and market commentary in our 
reports combine to create what is considered to be the most 
important market reference published today. That is why 
significant volumes of global business are concluded using 
ICIS pricing price assessments. 

• ICIS pricing reports used to:

– Understand price drivers and fluctuations 

– Negotiate with suppliers using independent price 
assessments 

– Develop price formulas 

– Follow supply/demand dynamics



Europe

$1242bn

34%

Asia/ME

$1451bn

39%

Americas

$1004bn

27%

Total $3697bn

Excluding pharma $2860bn
Source: American Chemistry Council

China

$549bn
38% of region

World Chemicals 2008



What they do with ICIS pricing

Typical price benchmarking contract:

– Average ICIS quotation

– Discount

– Term

– Volume

– Logistics

– Credit terms

– Annual rebates

– Conditions of force majeure

– Conditions of arbitration

If not written in contracts then used as reference,

indicator, negotiating point…

LOTS OF IT!



Market Trends/Questions

• Fragile Europe/US recovery from low base but debt…

• China/Asia still strong but tighter liquidity….

• Operating rates better than 2H-08 but some areas too 
dependent on exports to Asia and Latin America as 
domestic consumption still weak

• Y-O-Y market optics OK, but hides issues

• New plants in Middle East, China and other

• Further rationalisation/temporary closures?

• Hurricane season and other ‘unknowns’

• Gas feedstocks vs predominantly liquid feedstocks in Asia 
and Europe?

OUR BUSINESS IS AN EVENT DRIVEN BUSINESS



ICIS Worldwide Ethylene Plant 
Report June 2010 - World

Global ethylene capacity tracking
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Behind every price is a margin

Example 1 Example 2

Price 10 1000

Feedstock cost (7) (1300)

Variable costs (1) (200)

Co-product sales 1 500

Margin 3 0

ICIS pricing

• very valuable

• referenced and trusted by many

• but can be difficult to ‘mine’

‘Simple’ adding machine

ICIS pricing derived data

• valuable indicator

• understand volatility

• new ways to transact in private

• cost plus

• margin share

Different results influences

behaviour in markets

ICIS definition

Margin = cash available for supporting the direct and 

allocated fixed manufacturing costs, working capital, 

taxes, royalties, corporate costs, debt service costs, 

capital costs and owner’s returns from the business



Ethylene Economic Model

• Ethylene yield model from 
Linde Engineering and pricing 
data from ICIS pricing

• Simple cost and margin 
measures are highly 
representative of typical 
manufacturing facilities

• Models Europe, US, NEA and 
SEA crackers

• Models both naphtha and 
LPG feedstocks

• Methodology/guide:

www.icis.com/margins

http://www.icis.com/margins


Weekly Margin – Ethylene Asia



Annual Analysis
Monthly Analysis

Updated: Jun 4, 2010  

Larry Tan / Director, Data & Analytics (Asia)

Notes: 

Variable margins only

See methodology at www.icis.com/margins

Jun-2010 is month-to-date @ Jun 4, 2010

http://www.icis.com/margins


Derivative - Stand-alone PE 
Producer

• Good for understanding marginal business opportunities e.g. 
sell ethylene or sell PE

• BUT 60% of global ethylene is used for PE and majority is co-
located/connected by pipe with common equity ownership 
across assets

PE unit
Purchase

Ethylene

Polyethylene

Sales

Purchase

Utilities etc.
ECONOMIC

BOUNDARY



Key model - Integrated PE 
Producer

• Most business (>90%) is integrated in Europe, Asia and US

• Margin across supply chain has a critical influence on behaviour

• Exposes business volatility and influences price floors as an 
uneconomic integrated margin can force supply reductions

PE unit
Purchase

Feedstock*
Polyethylene

Sales

Purchase

Utilities etc.
ECONOMIC

BOUNDARY

Cracker unit

Cracker

Co-product Sales**

Ethylene

* Naphtha is dominant feedstock in Europe and Asia, gas feeds are dominant in US

** Includes propylene, butadiene, raffinate-1, fuel gas, gasoline blending components etc.



Conceptual PE Market Structure

Cumulative Supply
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Weekly Margin – PE Asia



Annual Analysis Monthly Analysis

Updated: Jun 4, 2010  

Larry Tan / Director, Data & Analytics (Asia)

Notes: 

Variable margins only

Complex Margins = $ per t integrated PE  + 0.55 t Standalone PP

Jun-2010 is month-to-date @ Jun 4, 2010



Summary

• Getting behind headline commodity prices matters!

• ICIS market price reporting provides clear and consistent 
views to drive business analysis

• ICIS gives simple and prompt signals on market direction

• ICIS pricing is an important benchmark in global commodities

• ICIS helps our customers understand/communicate market 
dynamics and business decisions

• Margins may be falling and supply/demand lengthening but 
this can change quickly in our event driven world

• If nothing else visit: www.icis.com or www.icis.com/margins

http://www.icis.com/
http://www.icis.com/margins


Questions?

Copyright and Disclaimer

Copyright violation is a serious offence. Any distribution or forwarding of information which is not expressly permitted by 
agreement with ICIS is copyright violation. Copyright 2010 Reed Business Information Limited. ICIS pricing is part of the 

Reed Elsevier plc group.

ICIS pricing and Linde Engineering accept no liability for commercial decisions based on the content of this presentation.

For information about multiple subscriptions and licenses to this information product or permission to photocopy or 
redistribute, please call the nearest ICIS office or contact by e-mail: csc@icis.com

ICIS pricing website http://www.icispricing.com

Paul Ray, London
paul.ray@icis.com

tel. +44 20 8652 3603

Larry Tan, Singapore
larry.tan@icis.com
tel. +65 6780 4322

mailto:csc@icis.com
http://www.icispricing.com/
mailto:paul.ray@icis.com
mailto:larry.tan@icis.com


FactSet Economics

 June 2010



Agenda

+ FactSet Economics - Overview

+ FactSet Economics - The Features

+ FactSet Economics and ICIS



FactSet Economics - Overview

+ FactSet Economics includes:

 More than 1.1 million data series available

 More than 200 countries covered

 Timely intraday updates

+ FactSet Economics is more than just economic data:

 Commodities

 Interest Rates

 Aggregate benchmark data

 Mutual fund flows



FactSet Economics – The Features

+ Why clients use FactSet Economics

 Comprehensive and timely data

 Easy to use and powerful reports allow clients to:

 Monitor the markets

or

 Perform in depth analysis

 Incorporate other types of data with FactSet Economics

 FactSet Market Aggregates

 FactSet Fundamentals

 FactSet Estimates

 FactSet Global Ownership



FactSet Economics – Monitor the Markets
+ The FactSet Economic calendar allows clients to easily 

access high value economic series



FactSet Economics – Monitor the Markets
+ FactSet Chartbooks allow clients to easily access high 

value economic series



FactSet Economics – Monitor the Markets
+ The new FactSet allows clients to easily customize 

economic displays, like this Commodities page



FactSet Economics – In Depth Analysis
+ Incorporate different data sets and perform in depth analysis



FactSet Economics - ICIS

 Crude & Products

 Bio Fuel

 Aromatics

 Olefins

 Plastics

 Solvents

 Intermediaries

 Fertilizers

 Inorganic

 Base Oil

+ ICIS data on FactSet
• Over 3,500 series available in FactSet Economics



FactSet Economics & ICIS
+ Iso butane spot price and Exxon Mobil



Thank you!

For more information on FactSet Economics, 

click here.

http://www.factset.com/data/factseteconomics

