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This report mainly studies the raw materials and products of the petrochemical industry,
excluding refined oil. We focus on the analysis of the current situation of China's
petrochemical industry, China's plastic industry, high-quality development strategy of
the petrochemical industry and pathways to control the oil consumption for this industry.
The major findings include:

1. China's petrochemical industry is expanding continutely. In 2019, the amount of raw
oil refined in China reached 652 million tons, which increased by 7.6% comparing
with 2018. The production of ethylene in China reached 20.5 million tons (excluding
coal/methanol to ethylene), which increased by 9.4% comaring with 2018. The
increase of petrochemical products demand has become the biggest driver for
China’s growing oil consumption and will impact the trend of oil consumption greatly.
Under the baseline scenario, it is predicted that the annual raw oil consumption in
the petrochemical industry will increase from 104 million tons in 2018 to 162 million
tons in 2025, and further increase to 243 million tons in 2035.

2. China's petrochemical industry is now facing some challenges such as overcapacity,
small and scacttered plant capacity, unbalanced industry structure, insufficient
supply of raw materials of ethylene and aromatic hydrocarbon, insufficient supply of
raw oil. Due to the huge industry scale, China's petrochemical industry emits large
number of pollutants which should be further reduced.

3. The basic strategy of high-quality development of China's petrochemical industry is
the supply-side structure reform and realizing innovative and green development.
Industry structure, product structure, organization structure and layout structure
needs to be optimized by "large-scale, integrated, clean, high-end and clustered"
development, which will enhance the international competitiveness and sustainable
development capabilities of the industry and help it become stronger.

4. By means of high-quality development, the overall way of achieving the goal of
China's oil cap is based on “two sides” and “five aspects”. The “two sides” refer
to both the demand and supply sides. The “five aspects” refer to “reduction, high-
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efficiency, substitution, structural optimization and cleanliness”. High-quality
development of China's petrochemical industry will lead obvicous oil reduction,
which results in a reduction of 39 million tons oil consumption in 2025 and a
reduction of 83 million tons oil consumption in 2035. The total oil consumption by
China's petrochemical industry is expected to decrease to 123 million tons in 2025,
compared with 162 million tons in the BAU scenario, and decrease to 159 million
tons in 2035, compared with 243 million tons in the BAU scenario.

Effet of oil reduction by high-quality development of China's petrochemical industry

Sequence Pathway

Measures

Qil reduction

Oil reduction

in 2025 (kt) in 2035 (kt)
1 Demand side 19,620 51,430
Usage prohibition of some kinds
of plastics; Increasing the recycling
. rate of waste plastics; Increasing
1) Reduction . 11,940 33,740
the recycling rate of waste rubbers;
Increasing the recycling rate of
synthetic fibres.
High Increasing the share of high-value
| -
2) g . products to reduce oil consumption 6,150 6,150
efficiency
per output value.
o Replacing petro-chemical materials
3) Subsititution ) A ] 1,530 6,540
by biological materials
Structural Adjustment of import and export
4) - 0 5,000
optimization  structure
2 Supply side 18,950 31,660
The oil refining industry adjusts the
product structure, increases the
. proportion of downstream chemical
1) Reduction 5,870 10,030

products, and consumes less oil to
obtain the same chemical products,
thereby reducing oil consumption
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2)

Through industrial restructuring,
increase the base, integration and
intensification of the refining and

) petrochemical industries, promote
High-

o energy-saving technologies and the 3,020 6,040
efficiency

construction of smart chemical plants,
and reduce energy consumption in
the production process of oil refining,
ethylene, and aromatics

3)

Raw material diversification of
petro-chemical products, reducing
the share of naphtha; Importing
Subsititution  ethane, propane in producing olefins; 9,060 13,590
Properly develop methanol-to-
olefins and use imported methanol to
produce olefins

4)

Cleanliness Applying advanced and clean process 1,000 2,000

Total 38,570 83,090

5.

Policy recommendations:
1) Demand side

Strictly implement the rule of plastics prohibition or restriction. Encouraging the
development of biological materials products. Spreading substitute products
including cotton bags, paper bags and degradable bags. Encouraging the
development of high-value products. Restricting plastics package products.

2) Supply side

Strictly control the refining capacity and eliminate some backward capacity.
Restricting the refining capacity to 930 million tons per year by 2025. Focusing on
the elimination or replacement of refining plants with a capacity no more than 5
million tons per year in the eastern region and surrounding Bohai sea area. When
implementing capacity transfer, follow the principles of market leadership and
government guidance, and mobilize the enthusiasm of various stakeholders through
various measures.

Xi
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Better manage the layout of chemical parks and encourage petrochemical plants to
move to chemical parks. Outdated production capacity that cannot be transferred
and upgraded should be eliminated locally.

Promoting energy-saving and pollutants reduction of refining and petro-chemical
plants. Strictly implement the energy consumption, energy efficiency and pollutants
emission standards. Encouraging applying energy-saving and green technologies.
Continuing to implement the "Energy Efficiency Top Runner" program.

Promoting raw material diversification of olefins. Properly producing olefins from
ethane, propane and methanol in the eastern region.

Xii
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