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Have We Reached
the Bottom for
Bunker Prices?
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Prices have dropped sharply again...

In the past four months we have talked consistently about the bearish nature in oil markets, both on
the fundamental and political fronts. The mantra of ‘too much oil’, and a Trump led end to the wars
in Ukraine and Gaza have, until now, led oil prices down sharply. Front month Brent has hit the low
$70s, and is some $10/bbl below peak levels seen two months ago.
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For us in bunkers, Singapore and Fujairah VLSFO prices have fallen by almost $100/mt in the past
two months, to around $500/mt. The absolute drop in Rotterdam VLSFO prices has been less, at
around $70/mt. But the main point is VLSFO bunker costs are now 13-15% lower than in mid-January.

Singapore VLSFO Prices
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Singapore VLSFO at a 4-year low

Putting this in a more historical context, Singapore VLSFO prices are at their lowest for four years;
back to levels we last saw in the first half of 2021.

Singapore VLSFO Prices
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Given this, are we now at a position where the downside risk to prices is far more limited?
Watching peace negotiations & OPEC+

There are always bullish and bearish factors to consider in our market; it’s just that over the past four
months the bearish factors have been huge. Given where we are today, are we in a more ‘balanced
position’ in terms of price direction?

We still have the potentially bearish issue of OPEC+ unwinding their voluntary production cutbacks
starting in April. In early March, the group re-iterated the plan, but it looks like the increases will now
be staggered and that any gain in April is likely to be minimal. These moves by OPEC+ are already
factored into current prices, and so the group is likely to ‘take a backseat’ in determining oil price
direction in the very near-term.

Another bearish fundamental is the expectation that there will be too much oil over the next
12-18 months, even before any increase in OPEC+ output. But again, this is largely baked into
current prices.
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The upside to prices is if there is any faltering in peace negotiations in the Ukraine/Russian war.
No one wants ‘failure’, but at the moment these negotiations are taking small steps and look
highly precarious.

But everyone wants to know how far President Trump will go

In the short term it seems a lot of the sentiment in price direction will come from the US peace talks
with Russia and Ukraine.

However, President Trump’s strategy and rhetoric on US tariffs means there is now another bearish
factor to consider, which goes well beyond our market. Potential trade wars and any accompanying
recession has already contributed to the bearish sentiment and the recent fall in oil prices. If the
situation escalates and major tariffs are fully implemented, it is a double-edged sword for us; yes,
we could see lower bunker prices, but this world be at the expense of recession and a reduction in
world trade.

So, having said we have hit a four-year low in bunker prices and we could be at a more balanced view
on the price outlook, there still seems to be more bearish stories around, rather than bullish!

And now for something completely different... Refining

Taking a ‘side-step’ from looking at peace negotiations, tariffs, and economic prospects, here we

look at some broad directions in the refining sector. Clearly supplies and blending in the oil bunker
markets are dependent on refining and international trade. There is a clear direction here that refinery
capacity and throughputs in Europe and the US are declining, whilst the reverse is happening in the
Middle East and non-OECD Asia, with rising refinery investments and increased throughputs.

The graph below shows the clear shift in refinery operations this year from west to east, and, as
highlighted in the following paragraphs, all the indications are that this trend will continue.

Changes in Refinery Throughput by Main Region
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BP has plans to cut around 30% of its European refining interests. There are also at least three
refineries in Germany up for sale, with more assets in France likely to go. There are further
complications in the region, with the Russian companies Lukoil and Rosneft trying to disentangle
themselves from their European refining interests by selling them. Although independent refiners
and traders could takeover some of these refineries, the end result is still that European crude runs in
the future will be less than this year.

In the bigger picture, oil demand is falling in the west, so the overall strategy of selling/closing
refineries may appear ‘sensible’. But this could be a key issue for the bunker market. Although the
moves towards EVs, renewables and electrification mean total oil demand in the west is falling, for us
in bunkers, along with aviation, we are the two sectors where oil demand in the region is rising. There
are a lot of ‘moving parts’ in the outlook, but the possibility is that more bunker products/blending
components will have to be moved into Europe and less HSFO moved out.

Summing up

It is always worth looking at some of the longer-term issues in the bunker market, such as refining.
BUT it is very hard to move away from some of the bearish sentiment still in the market, and what is
happening now politically around President Trump, and what impact this will have on bunker prices
going forward.

Taking all of this into account, many analysts are still lowering their crude price forecasts for next
year, with a number projecting Brent in the mid/high $60s. So, overall, this is not the time to stop
talking about falling bunker prices!

£ )
e, Steve Christy

Expert Contributor
steve.christy@integr8fuels.com

For information about this article or to
discover how Integr8 can support you visit:
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DISCLAIMER This report 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 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

Integré

Fuels



