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of 2018.  Complex U.S. refiners can use these cheap fuels and blending stocks 
in their cokers to produce higher value products.  Russia is long fuel oil and 
provided that the price is right, opportunistic refiners will replace (some) 
heavy crudes with fuel oil.   

In terms of tanker ton-miles, the biggest impact on the market has been the 
reduction of imports into Asia.  China and Singapore, in particular, were 
significant importers, but they reduced their purchases in recent months.  In 
the future, some of this trade may come back, although the product moving 
to Asia may be compliant 0.5% Fuel Oil, rather than the HSFO imported 
previously.  Some of the reduction in fuel oil movement may have been due 
to a timing mismatch.  Shippers and bunker suppliers are running down HSFO 
stocks; the shippers because they cannot use it anymore after 1st January 
2020 and the bunker suppliers because they need to create and clean up tank 
space for the new compliant fuels.  The market is expected to settle down in 
the second half of 2020. 

In the past, VLCC’s were used occasionally for long-haul shipments from the 
UKC to Asia.  However, the fuel oil trade will mostly rely on Aframax and 
Suezmax tankers for the longer haul trades, while short-haul distributive 
moves could benefit Panamaxes and dirty MR’s. 

  

 
 

 
   

 

 

 

 

 

 

What will happen to the fuel oil trade post IMO 2020? 

Heavy fuel oil is the heaviest commercial fuel that can be 
obtained from crude oil, i.e., heavier than gasoline, jet fuel 
and diesel.  Traditional bunker fuel is almost literally the 
“bottom of the barrel”; the only products denser than High 
Sulphur Fuel Oil (HSFO) are carbon black feedstock and 
asphalt.  Over time, mainly due to stricter environmental 
regulations, the use of fuel oil in power generation and as a 
heating oil has been significantly reduced.  As a result, bunker 
fuel for the global shipping industry became the dominant use 
of heavy fuel oil in the world.  However, this situation is about 
to change dramatically as a result of IMO 2020.  According to 
one estimate (the IEA), demand for HSFO, the main vessel fuel 
since the 1960’s will fall from 3.5 Mb/d to 1.4 Mb/d in just one 
year as most vessels owners switch to low sulfur compliant 
fuels.  Fuel oil has not only powered the shipping industry for 
decades, it has also been an important source of ton-mile 
demand for tankers.   

Based on trade data from Lloyd’s List Intelligence’s APEX 
system, we estimate that the average annual dirty product 
trade was in the range of __ Mb/d to __ Mb/d for the period 
2014-2017 for Panamax to VLCC size tankers (smaller product 
tankers are not included in the data) .  Since 2018, the fuel oil 
trade has started a gradual decline, which accelerated in the 
second half of 2019 as refiners and bunker suppliers started 
their preparations for IMO 2020.  While the overall decline in 
trade was expected and is evident from the data, it is 
important to look in more detail at some of the regional 
developments to gauge the true impact on the tanker market. 

As IMO 2020 is closing in, refiners worldwide are trying to 
reduce the output of the increasingly less desirable Heavy 
Fuel Oil and produce more low sulfur fuels.  Some 
countries/regions have been more successful than others.    
Fuel oil movements from the Atlantic side of the Americas 
(From Canada down to Argentina) have declined the most, 
from 1.4 Mb/d in 2014 to 660 Kb/d in 2019 (YTD).  Within this 
region, the U.S. Gulf has by far the largest refining complex 
and it appears that U.S. Gulf refiners, which are highly 
complex with significant upgrading capacity, have reduced 
fuel oil output (and exports) the most.  In addition to being 
more sophisticated, U.S. refineries have the added benefit of 
ample supplies of light sweet domestic (shale) crudes which 
yield less fuel oil. 

Since the high sulphur fuel oil cracks collapsed in Q4 of 2019, 
a fuel oil arbitrage window opened up and over the last three 
months (September – November), U.S. refiners have imported 
some 242 Kb/d of fuel oil from Russia via the Baltic and the 
Black Sea, an increase of 100 Kb/d (70%) over the same period 
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