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VLSFO: pricing conditions for less
distillate blending and higher viscosity

The recent drop in VLSFO viscosity has been a talked about topic. It is the
result of more distillate making its way into the VLSFO blending pool. Having
analysed over 15,000 VLSFO test results, viscosity was found to have dropped
by over 35% between November 2019 and March 2020, from 160cst to 100cst.

Lower VLSFO viscosity has been linked with a number of potential issues, from
purification difficulties to stability and ignition problems. This is particularly
applicable to the <30cst viscosity product, whose has been growing.

The reason for more distillate going into the VLSFO blending pool is pricing,
where at times VLSFO was sold at a premium to MGO — a phenomenon few
could envisage prior to the IMO 2020 switch.
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Figure 1. The relationship between Singapore cargo ~ bunker market and getting
MGO/VLSFO spread and VLSFO viscosity sold locally  t+asted before put to use.

It is clearly seen that both viscosity and the pricing spread movements are very
similar. In recent weeks the MGO premium to VLSFO cargo in Singapore
flipped from negative back to the more expected positive and this is likely to
put a cap on the amount of distillate going into VLSFO blending.
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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 experience, 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 appropri-
atetoit.

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,
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