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Prices are on the up (again)

We have already seen that it is almost impossible to predict how and when the Iran war will end, and
when the Strait of Hormuz will reopen. In last month’s report, we looked at the potential for bunker
prices to fall if the war were to end within two to three weeks, which seemed credible at the time, and
a higher price trajectory towards $900/mt for Singapore VLSFO if the war continued for another one
to two months. At present, we are clearly on the higher trajectory.

Prices continue to rise and fall with sentiment surrounding a possible end to the war, but over the
past couple of weeks the overall direction has been upwards. At the same time, bunker prices have
once again moved ahead of crude, and Singapore VLSFO also strengthened relative to Rotterdam.
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Where to next?

It seems we are on a rolling cycle of commentary where analysts continue to assume the war will
end within the next month. However, even if it does, refinery operations have already been severely
reduced and stock levels materially depleted. There is no quick return to where we were; the market
has fundamentally changed in the past 12 weeks.

Refinery throughput is down and product markets are looking increasingly tight

The loss of Middle East crude production and refinery operations is at the centre of everything.
Looking at the IEA’s view of the refinery sector, estimated global throughput for April is down by more
than 7 million b/d since the start of the war. This is significantly greater than the estimated 3 million
b/d drop in demand that has taken place this quarter.

The consequence is lower product stock levels and tighter product markets, creating uncertainty,
higher prices, and higher refinery margins.

Current |IEA forecasts for refinery throughput are also based on the Strait reopening sometime within
the next month, with Middle East crude production and refinery operations moving much higher

in Q3 and returning to pre-war levels in Q4. It is not an unreasonable premise, but it remains only

a premise.
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The impact on refining is focused East of Suez

The more than 7 million b/d cutback in global refinery operations since February has been
concentrated in the Middle East (down 3.1 million b/d) because of the inability to export products,
and in Asia-Pacific (down 3.6 million b/d) because of the initial loss of crude imports from the Middle
East into the region (see figure below).

Estimated Change in Refinery Crude Throughput
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Cutbacks in refinery operations elsewhere have been far more limited, with European runs down by
only 0.3 million b/d, and Latin America down 0.2 million b/d. Runs in North America have increased
slightly. The clear loss in access to “local” refinery supplies has therefore been in Asia-Pacific.
However, regions do not rely solely on their own refinery operations; product imports and exports
exist to balance deficits and surpluses across all international markets.

If one region suffers, every region suffers

Even through throughputs in the West have been largely unaffected, the competition for international
products has intensified. As a prime example, Europe relies heavily on diesel, gasoil, and jet imports
from the Middle East, but so does Asia-Pacific. This means both regions are now trying to “fill the
gap”, but the situation in Asia is even more extreme because the region also has a massive shortfall in
product supply from its own refineries.

This results in increased global competition for crude and products, lower oil stocks, a tightening
market, higher prices, and stronger refining margins.
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Early indications of what is happening to product stocks

These market squeezes can be observed through stock levels but reported stock data usually lags by
at least 2-3 months, meaning we are still in a “waiting game” for full confirmation.

The fundamentals indicate a global stock draw of around 4 million b/d, while available data from the
US and independent storage in Amsterdam, Rotterdam, and Antwerp (ARA) help to illustrate the
position, including where and which products are the most under pressure.

Overall product stocks in ARA fell by 13% in April and are now at their lowest levels in more than
10 years. The situation in the US is very different, with product stocks down only 3% and still higher
than 12 months ago. North-West Europe appears to be a significantly tighter market than the US.

% Change in Stock Levels (US vs ARA)
end April vs end March

= ;JiA __ Total Products
_- Gasoline
—— Jet Fuel
_— Fuel O

-25% -20% -15% -10% -5% 0%

Source: Integr8 Fuels

However, we need to dig down to individual products. Here, gasoline stocks in the US have fallen, but
the country remains a net importer of this product. Conversely, ARA gasoline stocks have increased
slightly, with the region remaining a net exporter.

Distillate stocks are down sharply in North-West Europe, as the region is heavily dependent on
imports. Distillate stocks in the US are also down, but this is not a demand issue; rather, it reflects
higher US exports, which have reached the second-highest monthly total in 10 years, with much of
this material flowing to meet European and Asian deficits. Both distillate markets are tight, but for
different reasons.
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The tightness in key products will have a direct bearing on VLSFO and HSFO bunker prices in
these regions and further afield; we cannot separate bunker markets from wider barrel dynamics or
regional product balances.

Refinery margins are an up-to-date measure of how tight markets are

Although it is still too early for more extensive oil stocks data, the implications are already clear.
Product balances are tightening, and refinery margins are much higher than pre-war levels.

The initial post-war response saw Singapore refinery margins surge, reflected in exceptionally high
Singapore VLSFO prices in March. Since then, we have seen a pull on crude and products from West
to East. With this, there has been some rebalancing across regions, with Singapore margins easing
and Atlantic margins strengthening. Currently, Singapore and European margins have converged to
more similar levels, but all remain at much higher levels than in February.

These shifts in refinery margins have also been reflected in bunker price movements, with Singapore
and Rotterdam VLSFO prices more closely aligned than in March and early April, although Singapore
VLSFO is once again, showing signs of strengthening.
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Conclusions

Given the market conditions and refinery margins, it is likely that upcoming seasonal refinery
maintenance programmes will be limited. We are also likely to see further ebbs and flows in crude
and product trade patterns, along with more releases from strategic stocks, but none of these are
likely to be sufficient to fully offset current market tightness.

As for the end of the war, we appear to be in a rolling narrative where it is consistently described as
being around four weeks away. If there is no near-term resolution, a potential backstop could be the
run-up to the US midterm elections in November. There are no guarantees, but if that becomes the

key marker, then we are talking about months rather than weeks.
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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
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