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IMQ026 ABOUT MORE THAN
SCRUBBERS
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New trading Storage & More crude  gower steam ~ Qlder ships
routes Logistics runs leave fleet
Complex refiners = If 0.5m bpd Consensus is for  Reduce speed by  |f 22.5/20/17.5 yr
heavysourcrudes; oexcess 6 RFlPmbpdof  1kph then reduce surveys =
lesscomplex = 23 VLCC peQtr Additional crude  capacity by 8%  100/75/50% scrap
consuméghter and runs required to  then half for ballast 2018 -16
sweetegrades.  Demand for tanker make sufficient leg = 4% or 31 2019 -31

separation LSFO VLCC 2020 -47



| DIFFERENT TRADING RO« E.

Some of the key Crude oil qualities - API gravity and Sulphur content
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Changingfeedslates:

Therefiners who are more
capable of processing low
guality crude

oil into highquality products
should increasingly take in
more heavy, sour crudes

Lessophisticatedefineries
would consume lighter and
sweeter (high quality) crude
grades

Source HSBC July 2018



STORAGE OPPORTUNITI(&

Volumes Bear Case Bull Case

MARKET SIZE IMO 2020 HSFO Conversion Volumes 3.3 3.3
MITIGATING

FACTORS Estimated No@ompliance/Scrubber Penetration -1.0 -0.5

HSFO Volumes to be replaced 2.3 2.8

HSFO REPLACEMEHighercoking capacity, higher light sweet crude mins -2.2 -2.0

Remaining non compliant volumes 0.1 0.8

0.5

Mid Point

Time it would take to fill land based storage

VLCCs Absorbed per Quarter until
market clears

0 Logistics at Port should not be overloakedi | |
0 Segregation of the barrel will need to be replicated through infrastructure

o Likely congestion & delays thus reducing tanker fleet capacity
4

be more oar



' MORE CRUDEHBBEESTIMTE

- Additional VLCC required each year based on Euronav Ton Miles map

Global refinery throughput rises under IMO 2020 vs no-implementation case
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Source: Wood MacKenzie, HSBC esfimates



IMO 2020 COULD EN &%@AG\
SLOW STEAMING &« 0own_| |

VLCCs have already slowed down Recycling pipeline though is growing

VLCC spot TCE MEG-FEAST
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BUT THE FOCUS IS ON MONG
ON SCRUBBERSéWE



