CHANGING
FORTUNES

Group | base oils, once the mainstay of base oil supply across
the globe, has seen a downturn in recent months. We talk to
Samantha Wright, Markets Editor, ICIS, to find out what the 2020

prospects are for the group.

Samantha Wright
Markets Editor
ICIS
“The primary role
of ICIS editorial is
to report on market
prices, in this case
base oils prices, as well
as supply and demand trends. We cover
the European, Asian and US regions
for base oils, speaking to key players
to gauge sentiment on both prices and
market fundamentals.”

By Cameron Roberts
Group | base oils have historically dominated
the conversation. The chief advantage it has
historically relied upon is that its production
costs are comparatively low when compared
to higher quality counterparts, though Group
Il production is now cheaper than Group I.
However, with the rising popularity of Group
Il globally, there has been a decline in the
usage of Group I.

But the real question is: Is 2020 the year
Group | dies?

To find out | spoke with Samantha Wright,

Markets Editor, ICIS, who shared insights
on Group I's future, where the base oil is
showing promise and how the industry

may alter in the coming years to reflect a
changing supply/demand market picture.

THE PROSPECTS
Though industry sentiment on Group | has
been changing at a rapid rate, the sheer
scope of the base oil’'s reach means that it
will be unlikely to die out entirely. However,
a symbolic death could be on the horizon
— with depleting interest in the group and
Group Il becoming more economically viable
for many buyers.

Despite this, Wright suspects we haven’t
seen the last of Group | yet, saying: “In
general, while there has been a weakening
of Group |, we don’t see that it's going
anywhere anytime soon.

“The European Group | market in 2019
has been on the weak side, but | don’t think
that it's on the way out in the region just
yet. It's taken a hit from increased demand
for Groups Il and Ill, and we do expect this
trend to continue as Group |l takes a larger
share of the market in 2020.”

Far from its weakened status in Europe,
Wright suggests other regions may react
differently, with Africa and Asia being on
opposite ends of the demand scale for
Group |.

“‘Regions like Africa are allowing Group |
to flourish. At our African Base Oils event in
2019, it was made very clear by the market
that Group | will bear the brunt of base oils

demand in that market. This is because of
a combination of a growing economy and a
projected industrialisation in the continent.

“On the other side of things, in Asia there
have been low margins and weakened
demand for Group I. This could be behind
the reduction of production of Group | in the
region.

“As of yet there haven’t been any major
production cuts for Group | in Europe.
Should this happen somewhere down the
line there could be a shift in trade flows.
If the global base oils market were to see
a downturn, we could possibly see an
increase in domestic production in Africa.
Although it's not something we’re seeing
yet, domestication of the Group | market
may become necessary as global demand
decreases in the long term.”






BOOK NOW WITH CODE: WBOCONTENT?2

The 24th ICIS World Base Oils & Lubricants Conference
17 -21 February 2020, Park Plaza Westminster Bridge, London, UK

2020 will play host to the 24th edition of this leading event, but with a host of new features for
you to benefit from, this time across 3 conference days. With high-level content and unparalleled
networking that nearly 700 attendees have become accustomed to year-on-year:

Two base oils training courses on 17 & 18 February 2020
Three-day market-led conference on 19, 20 & 21 February 2020
Gala reception on the evening of Day Two
Technical Open Forum, looking further into new specifications and approvals landscape

VIEW OUR AGENDA



https://www.icisevents.com/ehome/worldbaseoils/agenda-home/
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