Massive increase in PP capacity / Expansion squeezes imports / Demand continues to rise

Russia's polypropylene production capacity could reach 1.5m t/y over the next four years, rising from 300,000 t/y at the

end of 2006. Several new plants have recently started production in the country, reducing its reliance on imports in an

industry where demand remains strong, with growth rates of around 10% - 15% over the next few years. According to

information published by the German Office for Foreign Trade (bfai, Cologne / Germany; www.bfai.de), imports have

accounted for over a third of industrial PP demand in the country recently. But the additional new output, and with plans

to build more capacity, leads market researchers at bfai to predict that market conditions will get more difficult for

importers. However, industry sources fear that overcapacity may put pressure on prices.

Sibur (Moscow; www.sibur.ru), the country's largest chemical group, has major plans for the PP sector and market

observers expect that, should they go ahead, they will have a significant impact on the market. The company's Tobolsk

Polimer (Tobolsk / Russia) subsidiary was established specifically to build a large new PP plant to go online in 2010. The

plans involve independent natural gas producer Novatek (Yamalo-Nenets / Russia; www.novatek.ru) supplying raw

materials used to produce PP at the plant. Capacity during phase I would be 500,000 t/y, and there are plans to increase

output at a later date.
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First phase investment costs are projected to reach Rbl 20.5 bn (around EUR 600m) and the Tobolsk plant will become

by far Russia's largest PP production site. Two new plants added during the past year cannot match the capacity of

RUSSIA

Tobolsk Polimer – Nishnekamskneftechim (NKNC, Nishnekamsk, Tartastan / Russia) has built a PP plant with a

capacity of 180,000 t/y which is now in operation and Stavrolen (Budjonnowsk, Kraj / Russia) has a new facility with a

maximum output of 180,000 t/y which is currently starting up industrial production.

	Russian PP market data in 1,000 t

	                                                                                                                    2001     2004    2005      2006

	Production                                                                             258.8    293.8   301.5   317.8

Export                                                                                    54.4      56.8     33.0     38.4

Import                                                                                    23.0      65.1     145.3   173.7

Consumption                                                                         227.4    302.1   413.8   453.1


Source: ZAO Creon

According to Tamara Chazowa , vice president of the Creon market research institute (Moscow / Russia; www.creononline.

ru), other companies have announced planned expansions including Titan (Omsk / Russia) which plans an

additional 180,000 t/y of capacity on stream in 2008 and Tatneft/TAIF in Nishnekamsk which wants to be able to produce

an additional 220,000 t/y, starting in 2010. Tomskneftechim (Tomsk / Russia; www.tnhk.ru) intends to increase capacity

to 130,000 t/y and then to 180,000 t/y at a later date. Chazowa also said that additional PP plants may be built in

Astrachan and Orenburg.

As a result of these planned expansions PP production capacity in Russia could increase to 1.5m t/y within four years.

The Russian PP market is currently booming, and the same is true for PE (see PIE Web of 13.04.2007). Estimates

published by Creon reveal that domestic consumption has doubled since 2001, rising from 227,370 t/y to 453,100 t/y in

2006. Strong market growth is being driven primarily by increasing consumption and local production of plastic foil,

containers and packaging. According to Chazowa, consumption of PP by the plastic pipe industry has risen significantly.

Local production increased to 317,800 t/y in 2006 compared to 301,500 t/y in the previous year. A substantially higher

production output of 376,000 t/y for 2006 was reported in the official Russian statistics. Market researchers believe that

these figures are incorrect, probably as a result of double counting.
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Book Service:
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