Strong demand for polyethylene / Growing import share / Capacities on the threshold of expansion

Demand for polyethylene in Russia is continuing to grow, thanks to the strong domestic economy. While the country was

a net exporter of plastics until recently, the situation has been reversed since 2005. According to an analysis by the

Moscow-based market research company Creon, domestic consumption rose from 704,300 t in 2000 to an estimated

1,169,000 t in 2006 and has therefore overtaken local production.

With an increase of 5.8% in 2006, demand remains dynamic, according to a current report from the German Office for

Foreign Trade (bfai, Cologne / Germany; www.bfai.de). Experts at the Russian Market Report Company (MRC;

www.market-cis.com ) predict an increase in PE consumption to 1.7m t/y by 2010. The fact that domestic producers are

not yet able to meet demand for certain polyethylene grades is having an increasing impact on import demand.
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Imports are continuing to rise, although not at the two-digit growth rates of 2003-2005. Imports almost tripled between

2000 and 2006. The share of consumption derived from imports rose to 24.2% in 2006. Russian exports of PE are

developing in the opposite direction. The ratio is receding due to high domestic demand and prices. While the country still

exported more than one-third of its polyethylene production in 2000, this had fallen to just 17.5% in 2006.
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The strong demand and provisional shortages in production led to considerable shortfalls in some areas and sharp

increases in the prices of plastic on the Russian market. Some local manufacturers have scaled back production,

ostensibly in order to carry out modernisation and maintenance work. Some market players believe this is an attempt to

push up prices, bfai says. The price of polyethylene on the domestic market rose from USD 840/t (excluding VAT) in 2004

to USD 1,180/t in 2005 and USD 1,750/t in 2006.

Nailing down adequate and continuing supplies of plastic from Russian producers was still causing converters and

retailers considerable headache at the beginning of 2007. However, some Russian PE producers are pursuing ambitious

plans for expanding and modernising their facilities. A few new suppliers will also appear on the PE market over the next

few years. By 2011, capacities across the country could have more than doubled, according to bfai.

	Russian PE market (1,000 t)

	                                                                                                                                  2000     2003        2004          2005         2006

	Production                                                                                        918.9   1,035.1    1,065.8    1,048.1   1,074.5

Export                                                                                               315.3   300.0       249.5       158.5      188.5

Import                                                                                               100.7   153.1       175.9        214.9      283.0

Consumption                                                                                    704.3   888.2       992.2       1,104.5   1,169.0


Source: bfai

