
Prices are on the rebound and all eyes 
are on OPEC+ 

The absolute level and 

structure of oil prices has 

changed massively over the 

past month.  We have moved 

from a position where prices 

were falling fast and the extent 

of contango was huge to one 

now where prices have risen 

and the contango almost 

disappeared. 

 

In terms of the bunker market, 

VLSFO prices in Singapore fell from a high of $740/ton at the start of the year to a low 

of $190/ton in late April.  On the 1st June, Singapore quoted prices hit $285/ton and 

VLSFO prices elsewhere have followed the same trend.  

 

The underlying explanation is simple, in January to April we saw total oil demand 

collapse and oil production rise.  This all reversed in May and June, with oil demand 

rising as lockdowns begin to ease and at the same time production was falling as 

OPEC+ cutbacks kicked in.  Still, the recent price rise is only a fraction of the price 

collapse. 

 

Clearly, the absolute price move 

has been the headline news and 

the key factor, but it is also 

worth looking at what has 

happened to bunker prices as 

part of the overall oil barrel.  The 

impact of Covid-19 on demand in 

our sector has been far less than 

in the jet, gasoline and diesel 

markets.  This is shown in 

demand estimates, where the jet 

market has fallen by around 70% compared with the bunker market down by only 

around 10%.  For these reasons, price relationships have gone to extremes.  As an 
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illustration, before the covid-19 pandemic VLSFO prices were around 81-87% of the 

jet fuel price (in NW Europe); at the height of the demand collapse VLSFO prices were 

at a 15% premium to jet fuel.  Now demand is picking up as lockdowns ease, so this 

relationship has returned to more ‘normal’ conditions, with VLSFO back to a 13% dis-

count to jet. 

 

Summing up, prices are up from their floors and price relationships are returning to-

wards more ‘normal’ levels, but there doesn’t look to be a ‘quick fix’ to get prices any-

where near where they were at the start of the year.  If prices ever do get back close 

to these levels its likely to be a long, drawn out process going through at least into 

next year. 

 

At the moment all eyes are on the OPEC+ meeting, with indications the May/June 

quotas will be rolled over into the third quarter (either as a whole or reviewed on a 

rolling monthly basis).  Current futures prices have factored this in already and so 

confirmation of a rollover may see limited price gains, but failure will see a price drop.  

As discussed in some of our other recent Integr8 notes, it is these overall supply de-

velopments alongside how quickly demand rebounds that will determine absolute 

price levels going forward and these factors will not be really influenced by the bun-

ker market. 

 

The planned OPEC+ meetings are scheduled for the 9th and 10th of June, although 

there has been some speculation that these could be brought forward to this week.  

Either way, we will publish a note on the outcome to see where pricing could be going. 
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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-
ate to it. 

Save for this disclaimer, the Materials are not intended to create legally binding relations. The Materials further do not constitute an ofeer 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. 


