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Getting the bunkering lead time right is more
important than ever

Overview

Following the The key factors that are worth considering when buying bunker fuel are

IMO02020 transition,
longer lead times
have become key to

quality, availability and price. Excluding quality, availability and the relative
price paid generally tend to correlate with the lead time, which is the
difference between the enquiry/stem date and the start of the delivery

. window.
securing bunker fuel
while paying a Following the IM02020 transition, longer lead times have become key to
competitive price securing bunker fuel while paying a competitive price. Shipowners who delay

stemming risk non-availability and having to burn a more expensive compliant
fuel instead. Book too early and potentially face cancellation costs or delays.

Comparing the lead time then and now

Lead time used to be somewhat less important prior to the IMO2020 switch,
with plentiful HSFO availability globally. In most cases, the ability to stem HSFO
as and when required meant that

o many stems were booked close to
. [/~ Hsfo delivery.
8 VLSFO
Figure 1 shows the progression of
7] the average lead time for HSFO and
6 - VLSFO, which started to increase
5 mid-2019 and has now stabilised at
. a much higher level of around 8.5
a1 le Q'_g, Q'4 Qll ciz Q'3 Ci4 Qll le days, up from 5 to 6 days in the
18 19 20 previous years.

Figure 1. Average HSFO and VLSFO lead time of
Integr8 Fuels stems, days

While HSFO is still relatively tight,
VLSFO lead time may potentially

start to decrease in the current well supplied market. And there is a human
element too.

The team in this article Some operators and buyers at times may have potentially faced non-

Anton Shamray availability earlier this year so buying strategies were adjusted to
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habitually stem early despite the changing market dynamics so the industry
may not get back to the shorter lead times seen previously.

With the change in the average lead time, the distribution by the lead time

While for short lead
times there is the risk
of non-availability or a 34%
relatively expensive 530, 26% 26% | o,
price paid, there are e
many risks for long 11%

lead times too
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Figure 2. The share of Integr8 Fuels stems by lead time for HSFO in Jan-May 2019 (left chart)
and VLSFO in Jan-May 2020 (right chart)

bracket has also changed. Having analysed over 5,000 stems, Figure 2
compares the shares of Integr8 Fuels HSFO and VLSFO stems by lead time in
Jan-May 2019 and Jan-May 2020 respectively.

In Jan-May 2019, around 1 in 4 HSFO stems were booked two or less days in
advance. With VLSFO only 1 in 6 stems are booked with such a short lead time.

The shape of the HSFO distribution was clearly skewed towards shorter lead
times with few bookings over 9 days in advance. The VLSFO distribution is
more even and, with 1 in 3 stems booked over 9 days in advance, there is a
clear trend towards longer lead times.

Getting the lead time right

Getting the lead time right is very important. Short lead times risk non-
availability or a relatively expensive price paid. While some may argue long
lead times are always beneficial, these are also associated with risks.

One of these risks is the change in voyage orders, with vessels trading on the
spot being particularly vulnerable. Should the destination port change, where
bunkering has already been arranged, the owner risks racking up cancellation
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fees, unless a change of supply port has been agreed with the supplier where
possible or the market moved up since fixing.

Integr8 Fuels on The other risk lies in facing unexpected bunkering delays due to congestion or

average currently
recommend the lead
time of between 7 and

bad weather, particularly for bunker-only calls. Both are very hard to predict
over a week ahead and such delays can be very costly. Lastly, the vessel itself
may arrive late at the bunkering port causing delays in bunker supply.

10 days where With all the benefits and risks in mind, based on the continuous market
possible for VLSFO and monitoring and the thousands of stems concluded, Integr8 Fuels currently
slightly longer for estimate the optimal lead time on average of at least 6 days where possible for
HSFO VLSFO and slightly longer for HSFO. Distillate only bookings can generally be

concluded with much shorter lead times without any issues.

While the optimal lead time varies by vessel type, port and fuel, continuously
monitoring these changes is now more important than ever given the new
market realities and the many associated risks that can impact PnL.

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,
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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