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Middle East Supply Shock Reshapes Asian Feedstock Usage Patterns

The Middle Eastern supply shock is creating
uneven outcomes for Asian olefin producers, with
the impact depending on feedstock exposure,
integration level, location and supply flexibility.
Producers relying on imported naphtha, LPG,
methanol or propane from the Middle East face the
greatest pressure, while those with access to
domestic, discounted or alternative feedstocks may
benefit from tighter supply and higher product
prices.

Naphtha-based steam crackers in Asia are under
severe strain. Rising crude, naphtha and LPG
prices had already weakened margins before the
conflict escalated, leading to lower operating rates.
The latest cost surge has intensified margin
pressure, particularly for standalone crackers
dependent on imported Middle Eastern feedstocks.
Integrated refinery-cracker complexes are better
positioned due to internal feedstock access, but
they remain vulnerable if their crude supply is also
linked to the Middle East.

China’s methanol-to-olefins sector is sharply
divided. Inland MTO plants are relatively protected
because they rely on domestic coal-to-methanol
supply. Coastal MTO units, however, are highly
exposed because they depend heavily on imported
methanol, especially from Iran and the Middle East.
A prolonged Strait of Hormuz closure could
severely restrict methanol flows to coastal China,
affecting MTO operating rates and olefin
availability. Some coastal operators are already
increasing domestic methanol sourcing.

Asian PDH producers are also under pressure from
higher propane and LPG costs. South Korean PDH
units are less exposed to physical supply risk
because they mainly source propane from the US,
though margins remain vulnerable. Southeast
Asian PDH plants face greater feedstock security
risks due to their reliance on Middle Eastern
propane, while Chinese PDH operators must weigh
alternative US supply against tariff-related cost
pressures.

Potential beneficiaries include China’s coal-to-
olefins producers, ethane crackers using US or
local ethane, integrated Southeast Asian refinery-
cracker sites with offshore crude, producers in

northwest China using domestic crude, and
companies  accessing discounted Russian
feedstocks.

In the short term, Asian olefin producers are cutting
run rates, adjusting maintenance schedules,
managing inventories and seeking alternative
suppliers. PE and PP output is likely to remain
constrained, especially where feedstock availability
is tight. Over the longer term, the crisis could
accelerate feedstock diversification, dual-feedstock
investment, storage expansion, regional integration
and long-term supply contracting. Sustained high
energy costs may also widen the competitiveness
gap between US ethane-based producers and
Asian naphtha-based assets.

Chinese feedstock imports have been shown in
the graphs on the next pages.
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China LPG Imports V PDH Margins
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China Methanol Imports
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SHORT TERM OUTLOOK - OIL TANKER MARKET

A monthly report covering the next four months including trends in oil supply,
demand and trade, tanker demand and supply, spot, and time charter rates for
MRs up to VLCCs, comparisons with FFAs plus the latest news on
developments impacting the oil and tanker sectors.

MEDIUM TERM OUTLOOK - OIL TANKER MARKET

Concise analyses of topical issues, consistent market data series and views on
future trends in tanker charter rates. The report covers Qil Prices; Economic
Developments; Oil Demand and Supply; Trade; Tanker Demand, Supply and
Rates. Sent to clients around January, April, July and October each year

SHORT TERM OUTLOOK - VLGC MARKET

A monthly report looking four months ahead at likely trends in the VLGC Spot
Market with the latest on key LPG carrier trades, benchmark LPG prices,
arbitrage developments, a comparison with FFAs and recent news

MEDIUM TERM OUTLOOK - LPG CARRIER MARKET

A quarterly series of regular reviews, analyses and forecasts of the LPG Carrier
Market. The report covers Economic Developments; LPG production,
consumption and pricing; LPG, chemical gases and ammonia trade, LPG
Carrier Demand, Supply and Rates for Fully Ref, Semi-Ref and Pressurised
Ships. Reports are sent to clients around January, April, July and October each
year.

CHEMICAL CARRIER WORLD SERVICE

An annual consultancy service currently providing Clients with an Annual
Fundamentals Report, a Forecast Update, two quarterly Market Monitors,
Monthly Commodity Trade Bulletins for key countries, an annual presentation
on the market outlook and access to RLA’s consultants and analysts to discuss
issues arising from these reports.
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