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VLSFO pricing & availability
needs careful watching

We are clearly well into the IMO 2020 transition; changes in bunker infrastructure,
availabilities and pricing are all having a major impact, posing challenges to bunker
buyers and these are not going to go away quickly.

The process of switching infrastructure (storage and barges) from HSFO to VLSFO has
been noticeably underway since September. We have seen a significant strengthen-
ing and then weakening in HSFO prices (see Integr8 briefing note 22"'November 2019)
and now we are at the next stage, where buyers have/are switching rapidly towards

As we approach
January 1st 2020,
the VLSFO price

premium to HSFO VLSFO. The impacts of this change-over are again easily seen, in terms of terminal
has widened congestion, barge delays, availabilities and of course price.
considerably Since October the quoted price of HSFO has fallen sharply, whereas the price of

VLSFO in Rotterdam has been around $480-500/ton. VLSFO prices in Gibraltar, Fu-
jairah and Singapore rising fast and well above the $540-560/ton range we saw in Oc-
tober/November. This means quoted VLSFO prices are now around $230-240/ton

above HSFO.
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The moves in VLSFO pricing reflect owners shifting towards these new compliant fuels

Th in this articl - . S
¢ team In this article and that there are constraints on infrastructure and availabilities in the VLSFO supply

Zte"e Christy chain. The extent of this is not only seen in VLSFO price differences between main
trategic Communications Director

b +44 207 4675 860 bunkering regions, but also VLSFO pricing within a given region. The graph below il-
E: Steve.C@integr8fuels.com lustrates the significant variation in VLSFO pricing within the Mediterranean, with for
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instance quoted prices at Piraeus sometimes anywhere between $20-80/ton below
Gibraltar prices and prices in Malta still plus or minus $20/ton compared with Gibral-
tar quotes. These positions mean as a buyer, being adaptable and looking at possible
alternate bunkering locations could be very attractive.

VLSFO delivered prices - focusing on the Med Med VLSFO delivered prices relative to Gibraltar
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Finally, these squeezes in VLSFO have already led to instances where there is an extremely
small price differential between VLSFO and MGO (or even some instances where MGO has
been priced below VLSFO). Currently, there is less than $10/ton differential between quoted
prices for MGO and VLSFO in Singapore, down from around a $75/ton differential a couple of
months ago. This is another strong case for buyers being adaptable in that bunkering MGO
could be the ‘best option’.
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These developments in the Med and Singapore markets are only illustrations of what
can happen in other global regions and reflects the squeezes on the VLSFO system at
certain times and in certain areas. There is no ‘quick fix’ here and issues will continue
to arise well beyond the January 1* IMO 2020 start date, as shipowners start burning
VLSFO and will have to build and replenish VLSFO stocks on board.

We are providing buyers with access to this information and analysis on any tightness
in availabilities, any constraints on terminal and barging operations and ultimately the
knowledge on pricing, all of which will assist decisions in this complex and consistent-
ly changing market.

DISCLAIMER

This article has been prepared by, and the opinions expressed are those of, Integr8 Fuels as of the date of writing (the “Materials”) and are subject to change without notice. Integr8 Fuels does not undertake to update or revise
the Materials. The Materials are intended to provide general and preliminary information, and is not intended to be relied upon, and must not be read, as financial, legal, business, investment, accounting, tax or other advice or
guidance. The Materials are also not addressed to, and do not contemplate, the individual circumstances of any person, including without limitation its financial condition, business environment, investment knowledge and experi-
ence, objectives, investment horizon, risk tolerance and preferences. Each person must independently evaluate information contained in the Materials, and form its own opinion and/or seek professional advice, as to the course of
conduct most appropriate to it.

Save for this disclaimer, the Materials are not intended to create legally binding relations. The Materials further do not constitute an offer or invitation to any person to trade with, invest in, provide finance to or take any other
position with respect to Integr8 Fuels, any of its affiliates or any other person. In preparing the Materials, Integr8 Fuels has acted on its own behalf and must not be regarded as agent or representative of any other person.

The information in the Materials is given in good faith but without guarantee, and notwithstanding anything to the contrary Integr8 Fuels makes no representation as to its accuracy, completeness, authenticity or source. To the
fullest extent permitted by applicable law, Integr8 Fuels shall have no liability in contract, tort (including negligence) or otherwise for any direct, indirect, incidental, special, punitive or consequential damages or losses, including
but not limited to loss of profits, revenue, business, opportunity, goodwill, reputation or business interruption, that result in any way from the use of content provided in the Materials.

The Materials may not be used, copied, reproduced, disseminated, quoted or referred to in any publication, presentation or other document (with or without attribution to Integr8 Fuels) at any time or in any manner without the
express, prior written consent of Integr8 Fuels.

Integr8 Fuels consists of Integr8 Fuels Holding Inc of Trust Company Complex Ajeltake Road Ajeltake Island, Majuro Marshall Islands MH 96960 and all of its subsidiaries.
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