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About ESAI Energy

As an independent, privately-held company, ESAI Energy’s goal is to 
provide a comprehensive and objective perspective on global, 
regional, and national energy markets by leveraging our three 
greatest strengths:
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Global Market Outlooks

Crude Oil          Fuels          Refining          NGLs

Green Energy Trends & Biofuels          LNG          IMO 2020 Bunker & Trade
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What is the short-term outlook for the recovery of demand & supply?

What are the implications for fundamentals & pricing?

Today’s Presentation
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Global demand fell 300,000 b/d in the year-to-date
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In the year through August, average demand is 
310,000 b/d less compared to a year ago
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Understanding & forecasting demand requires a sector-by-sector approach
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significant growth
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Transport: Autogas & 
Related Demand
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Transport: Autogas contributed to demand’s collapse but has made a comeback
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Temporary loss of 33% of Autogas

Decrease in Autogas use was a 
major contributor this the decrease 
in demand

Autogas demand largely recovers 
by 4th quarter
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Transport: Less butane inputs for US gasoline production
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US produces 1/3 of world’s gasoline,
with 400,000 b/d of net butane
inputs into refineries

Lost 100,000 b/d of demand in April

Between Autogas and US butane
inputs to gasoline production, by 4th

quarter the demand loss narrows to
50,000 b/d
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Developing Country 
Res/Comm Demand
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Res/Comm: India continues growing in pandemic
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India’s annual growth averaged 
50,000 b/d in past 6 years

During pandemic, 80 million 
households can refill cylinders free 
of charge once per month, initially 
in 2nd quarter but extended to third 
quarter.

In April-June, year-on-year growth 
was exceptionally high 100,000 b/d

Demand growth is forecast to revert 
to a “business-as-usual” pace
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Res/Comm: China demand limping back to normal, but no longer a growth market
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China’s implied demand fell by one
third, or 500,000 b/d, in February-
March, then in the 2nd quarter was
170,000 b/d lower compared to a
year ago.

Reduced refinery supply leads to
decreased inland distribution for
res/comm use, contributed to lower
demand.

Commercial use took a big hit,
envision less than a full recovery

This summer, flooding undermined
the demand recovery

Residential/commercial demand will
only make a partial recovery,
PDH/petchem sectors are the
leading reason demand is projected
to strengthen in late 2020800
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Res/Comm: Developing country demand has fully recovered
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In 1st quarter, disruptions in China 
and lull in Indian demand led to 
sharp year-on-year decrease

In 2nd quarter, extraordinary growth 
in India led to year-on-year growth

For balance of 2020, we expect 
demand to be even with 2019 levels
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Pricing: Propane-
Naphtha Spread
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Pricing: Gas-linked pricing provided temporary anchor to propane
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Propane temporarily stopped behaving like an
oil-linked product - when oil prices fell, propane
prices in Asia found a price floor in the low $20s

Instead, propane found a new “compass” in
ethane, a gas-linked product – an increase in
ethane prices and strong propane-ethane price
interaction are evidence of this change

International propane prices were loosely based
on a Belvieu + transport
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Inter-fuel competition with ethane 
influenced Mt Belvleu propane
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Pricing: LPG is pricing competitively into naphtha crackers again
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Inter-fuel competition at naphtha crackers in
Asia and Europe is an important mechanism
for interaction between demand and pricing

In April, propane flipped to a premium and
provided a strong disincentive to demand

This summer, naphtha prices rose to the $40s
and the naphtha/propane differential is
encouraging demand at naphtha crackers

Our short-term assumption is naphtha prices
creep higher and propane maintains a wide
enough discount to encourage petchem
demand$0
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LPG-on-naphtha 
pricing  “broken”

Higher naphtha prices led to 
a propane-on-naphtha 
pricing favorable to demand
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Petchem: Naphtha 
Crackers & PDH
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Petchem: Worst is over for naphtha crackers in Asia & Europe
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Korea is the growth market, its demand
soared after mid-2019 investment
enabling more propane cracking

Due to uncompetitive LPG pricing and
disruptions to economic activity,
demand collapsed in May-June.

In 3rd quarter, supported in part by
more competitive LPG pricing, demand
began to recover

Due to headwinds, in late 2020 we
assume demand will not match last
year’s record high.
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Petchem: Similar trend at naphtha crackers in Europe
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Developments in Europe are similar to
North Asia

Demand collapsed in May and June

Demand is assumed to have recovered
in the third quarter

For the balance of 2020, demand is
projected to nearly match end-2019
levels
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PDH: China is contributor to early-2020 weakness, late-2020 strength

19

5-year average for annual global growth 
is 60,000 b/d, including 50,000 b/d in 
2019

In late 2019-early 2020, China’s PDH 
demand was mostly weaker compared 
to highs of about 230,000 b/d earlier in 
2019

Why PDH demand will finish 2020 with 
more than 50,000 b/d of year-on-year 
growth led by China:

• Capacity additions

• Waivers on US propane imports

• Utilization rates are already coming 
back
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Demand is recovering, the gap between 2020 and 2019 will narrow
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In Sep-Dec, demand projected to be 
170,000 b/d less year on year
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Fundamentals: 
Supply & Inventories
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Supply: Refining activity will take years, not months, to fully recover

22

Refineries produce 35% of total

In year through August, average
output was 400,000 b/d less
compared to 2019

Gradual recovery of refined
product demand, high product
inventories rule out a quick
recovery of refining activity

In Sep-Dec, output projected
200,000 b/d lower year on year
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Supply: Decreased oil production dragged down fractionator supply

23
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65% of total supply

Permian oil production will not 
fully recover until late 2021

Producing almost 1 million b/d less 
crude compared to 2019 average

Producing 1.4 million b/d less 
crude compared to 2019 average
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Supply will not recover nearly as much as demand in late 2020
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In 1st quarter, fractionator supply
peaked and total supply was
unchanged compared to a year
earlier

In year through August, average
supply fell 300,000 b/d compared
to a year earlier, the same as
demand

In late 2020, year-on-year
decrease will exceed 400,000 b/d
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Inventories: So far, market disruptions have not prevented stocks from expanding
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Since supply-demand changes have been
offsetting thus far in 2020, it has been
business as usual for stock builds

For 3 years, North American propane stocks
have been building

Currently stocks are nearing their historic
high of 110 million barrels in September
2016
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From an inventories-demand perspective, there is an extraordinary stock glut heading into winter

26

From an inventory versus demand
perspective, there is an extraordinary glut

• Currently there are 42 days of cover

• In August 2016 when there were 40 days
of cover, the market was still oversupplied

• The 2017-2019 average for August was
days, closest to “normal”
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What is the short-term outlook for the recovery of demand & supply?

Executive Summary

27

• In the year to date, demand and supply both fell 300,000 b/d compared to a year ago

• If until now changes in supply and demand have been offsetting, their trajectories will diverge going forward

• In the final four months of 2020, the gap between demand this year and last will almost halve to 170,000 b/d

• More than a third of the demand collapse was due to lower Autogas use, especially in the second quarter. Going 
forward demand should be only 20,000 b/d below normal levels.

• Petchem demand at naphtha crackers collapsed in the second quarter but began recovering in July. While demand will 
fall short of 2019 levels, it will continue to recover.

• US refinery inputs of butane for gasoline production will be weaker compared to last year.

• In more bullish developments, residential/commercial use will be unchanged year on year, and PDH use will strengthen.

• Supply will not recover nearly as much as demand in late 2020, lagging by 400,000 b/d compared to a year ago
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Executive Summary

28

What are the implications for fundamentals & pricing?

• Due to supply-demand changes, stocks will draw down much more than usual this winter

• Stocks will be drawing down from a very high starting point – there are 42 days of forward cover, 5 more than 
normal

• For now, high forward cover is exerting downward pressure on LPG prices, reinforcing the demand recovery 

• As oil prices have recovered, LPG prices have reestablished wide discounts to naphtha. 

• The combination of wide discounts to naphtha and low outright prices is ideal for stimulating demand in all sectors.

• Eventually, stocks will draw down enough to result in scarcity that will provide bullish support  for pricing 
which will lead to narrow discounts to naphtha
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Executive Summary
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Implications for trade?

• Supply-demand trends will be very bullish for export demand for North American product

• The setbacks to supply from decreased refining activity and OPEC+ production cuts mean that supply has 
fallen in all the key markets affecting trade – Asia, the Middle East, Europe, Russia...

• The collapse and now recovery of demand affect demand most in the Far East and Europe, big importing 
markets

• These changes mean greater Asian and European imports and reduced competition from exporters

• Export demand will draw North American cargoes, drain stocks, and undermine US petchem
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As an independent, privately-held company, our goal is to bring you a comprehensive and objective perspective on 
global, regional, and national energy markets.

With ESAI Energy, you get more than just another viewpoint – you get an edge in anticipating global market changes 
with our unique combination of curated data, engaged advisors, and holistic perspective.
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Curated Data

ESAI Energy pursues that kind of “undiscovered data” and incorporates it into our 
proprietary database

Our analysts identify the gaps in available data and do the leg work to find that data and 
bring it to you

Our reports contain unique insights and perspectives you won’t find from even the biggest 
energy information services companies

PLUS, with our Analyst OnDemand program, you can pick up the phone for direct access 
to the cross-functional expert who did the analysis 

“Are there specific data missing from the public pool that would help forecasts to be more accurate?”

The answer is almost always “Yes”

Curated Data
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Working with Clients

• Project Consulting: Proprietary Studies, Ad Hoc Research, 
Testimony, Board Meetings.

• Tailored Communication: Conference Calls, Webinars, Visits.

• Data:  ESAI’s database covers 1978 to present and 25-year 
outlook. Provide regular and customized datasets in Excel 
(client portal, email, ftp download).

• Ongoing Market Analysis and Forecasting:  Provide regularly 
published (25 per month) reports on all aspects of global 
oil/liquids markets.
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Analytical Reports
ESAI Energy produces more than 20 reports per month, each accompanied by a comprehensive dataset

Global Market Outlooks

Crude Oil          Fuels          Refining          NGLs

Green Energy Trends & Biofuels          LNG          IMO 2020 Bunker & Trade

Africa – Crude & Products

China – Products & Trade

Europe – Crude & Products

Middle East – Crude & Products

Asia – Products

CIS – Crude & Products

Latin America – Crude & Products

North America – Crude

Regional Crude Oil & Product Watches

Markets are examined from the bottom-up

within the context of economic and

political developments to provide detailed

projections of supply, demand, and price. 

Each report includes an insight that analyzes a

market moving development as well a dataset,

which provides historical data and a forecast of

supply-demand fundamentals. 

Clients have direct access to

analysts to ask questions at

no extra charge.



INTERCONTINENTAL EXCHANGE

Disclaimer: ESAI Energy does not endorse any particular trading or business strategy and is not responsible for any
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Sources: Government ministries, industry sources, IEA, JODI, ESAI Energy estimates.
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ICE Disclaimer

All of the information and data contained in this presentation was prepared by ESAI Energy.  In addition, the analysis and views reflected in this presentation are solely 
those of ESAI Energy and not necessarily those of Intercontinental Exchange, Inc. or its affiliated institutions (collectively “ICE”) .   ICE makes no representations as to the 
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