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China aims to launch crude futures 
trading within 2014
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China is expected to launch crude oil 
futures trading at the Shanghai Futures 
Exchange (SHFE) in 2014, as part of efforts 
to internationalise its commodity markets, 
said a senior official from the China Securities 
Regulatory Commission (CSRC).  

“The CSRC will push forward the estab-
lishment of an internationalised crude futures 
market and strive to launch crude futures 
trading within this year,” said Jiang Yang, 
vice chairman of the CSRC- the country’s top 
securities regulator. 

It is worth expecting, as this is the first 
time the CSRC definitely mentioned the time-
table for the trading, industry sources said. 

Yang Maijun, chairman of the SHFE, said 
the bourse has completed preparation works 
for the new contracts after working on them 
for years. 

An informed source said the contracts 
may come out this October at the earliest. 

The time is ripe for the world’s second-
largest crude importer to launch crude fu-
tures trading, said Christopher Fix, the CEO of 
Dubai Mercantile Exchange, adding that the 
trading will reflect the global crude market 
from the demand side as China will continue 
increasing its crude imports in the future.  

The contracts are expected to be priced 
based on the Chinese yuan, a move that 
would give a boost to the internationalisation 
of RMB, market sources said. 

The SHFE may adopt a crude basket with 
typical grades from China and the interna-
tional market as benchmark crude for the 
contracts, according to the sources.

The bourse is unlikely to choose a single 
type of crude as benchmark for the contracts 
unless its reserves and potential output are 
huge; otherwise, trading could not last long, 
the sources said.

Domestic independent refiners, local 
government-owned oil companies, foreign 
oil companies and foreign investment banks 
are expected to take part in the trading, a 
south China-based oil trader said.

“Currently, we have to accept the high 
international crude prices in negotiations 
with foreign traders,” said Yao Jun, deputy 
manager of CNOOC Petrochemicals Import 
& Export Co, which is a wholly-owned sub-
sidiary of China National Offshore Oil Corp 
(CNOOC). 

The crude futures trading platform would 
help oil companies hedge against risks and 
would also help China to establish its pres-
ence in the international crude market in the 

long term, Yao said.

opportunities and challenges ahead
China’s desire to secure pricing power on 
the international crude market, acceleration 
in the internationalisation of RMB and the 
government’s policy support to the futures 
market brings opportunities to the launch of 
the contracts, industry sources said. 

With its crude consumption increasing, 
China is stepping up efforts to secure more 
pricing power on the international crude 
market, partly by launching crude futures 
trading, the industry sources said. 

“China has become a key crude oil buyer 
in the world after the US shale gas revolu-
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Focus

tion,” a trader said.
The country’s crude annual imports have 

exceeded 200m tonnes and the consumption 
is more than 400m tonnes since 2009, ac-
cording to China Customs.

However, the biggest barrier ahead is the 
liquidity and uncertainties in participants and 
trading volumes, the sources said. 

In addition, it will take time for the Chi-
nese government to fully open its domestic 

crude market, the sources also said.
State-owned oil companies are against 

the granting of crude import licences to in-
dependent refiners, said Zhou Liwei, deputy 
director of the production and operation de-
partment of Sinopec. 

As earlier as in January 2013, the SHFE 
held a seminar in Shanghai to introduce its 
trading platform for the internationalised 
crude oil futures, involving in contract deliv-

ery, account opening, settlement procedure, 
exchange surrendering and exchange settle-
ment. 

Later in October, the bourse obtained 
approval from the top securities regulator 
to set up an international energy trad-
ing centre at the China (Shanghai) pilot 
free trade zone for the construction of a 
platform for international crude futures 
trading.

Shandong’s butane supply gap to widen in H2 ’14 on 
rising demand
Butane supply is expected to tighten further in 
Shandong province as more liquefied petroleum 
gas (LPG) deep processing units with butane as 
feedstock are expected to come on line in the 
second half of this year, industry sources said. 

Butane-fed deep processing units sched-
uled for start-ups in Shandong this year have 
a total production capacity of 1.95m tonnes/
year, according to ICIS C1 Energy research. 

These units, including isobutane dehydro-
genation units, maleic anhydride (MA) units 
and alkane dehydrogenation units, would 
process a combined 1.87m tonnes/year of 
butane if they are operated at full capacity, 
ICIS C1 Energy data showed. 

However, the province’s butane output is 
only 2,600 tonnes/day or 936,000 tonnes/
year, according to the data.    

In addition to demand from the local mar-
ket, some companies outside Shandong buy 
butane from the province, further tightening 
the local supply, market sources said.

Jiangsu Jurong Chemical, for example, 
purchases butane partly from Shandong 
to feed its 160,000 tonne/year isobutane 
dehydrogenation unit, the market sources 
said.       

Some traders said they are considering im-
porting butane to Shandong to fill the supply gap. 

China imported only 924,000 tonnes of 
butane in 2013, which was mainly used as 

fuel, data from China Customs showed. 
Butane imports may not be sufficient to 

meet demand from the deep processing in-
dustry as most of the cargoes would still flow 
into the fuel market, industry sources said.  

With the butane demand rising, more 
ultra-clean LPG will be separated into 
butane and propane, leading to drops in 
residential LPG supply, according to indus-
try sources. 

Guanghui Energy likely to get licence to import crude
The Chinese government is very likely to 
grant Guanghui Energy Co a licence and 
quota to import crude, a company source 
said, adding the company will make an 
announcement as soon as it gets an approval 
from the government. 

The company will ship overseas equity 
oil to China and sell the cargoes to Chinese 
independent refiners after it obtains the gov-
ernment approval, said the source. 

However, according to the Chinese 
policies, the sales could only be realised after 
Guanghui Energy gets the right to sell crude 
and Chinese independent refiners obtain 

permission to use foreign crude.
To apply for the qualification to sell crude 

in China, an enterprise should have at least 
yuan (CNY) 100m of registered capital, long-
term and stable crude supply and distribution 
channels. At present, a total of 24 enterprises 
have obtained such qualification.

Guanghui Energy has submitted applica-
tion for a crude sales licence and a licence for 
petroleum exploration, said the source. It will 
choose Xinjiang Uygur Autonomous Region 
first for petroleum exploration if it obtains a 
license for exploration, the source added.

China’s crude oil import is carried out un-

der state-operated and non-state-operated 
categories. China has five oil companies 
which are authorised to import crude oil un-
der the state-operated system, namely Uni-
pec, Chinaoil, Sinochem, Zhuhai Zhenrong 
and CNOOC.

A total of 22 enterprises have licences for 
crude import under the non-state-operated 
category. These companies have a combined 
quota of 29.1m tonnes/year for crude im-
ports in 2012-2014. These enterprises shall 
also have production plan certification issued 
by Sinopec and PetroChina to make customs 
clearance for their crude imports.

BuTane-fed Processing uniTs scheduled for 2014 sTarTuP in shandong (’000 Tonnes/Year)

company unit
Production 
capacity 

Butane 
demand

startup  
Time

Lijin Petrochemical
Isobutane 

dehydrogenation 
200 200 Late 2014

Jiahao New Energy
Isobutane 

dehydrogenation
100 100

September 
2014

De Paul Road Co
Isobutane 

dehydrogenation
100 100 June 2014

Yuhuang Chemical
Isobutane 

dehydrogenation
300 300 April 2014

Lushenfa Chemical
Isobutane 

dehydrogenation
80 80 June 2014

Shouguang Luqing 
Petrochemical

Isobutane 
dehydrogenation

600 600 June 2014

Huachao Chemical
Isobutane 

dehydrogenation
200 200 July 2014

Qifa Petrochemical MA 40 50 April 2014

Kede Chemical MA 50 60 July 2014

Yinuo Fine Chemical MA 30 35  May 2014

Chambroad Petrochemicals
Alkane 

dehydrogenation
250 140 Late 2014

Total 1,950 1,865

Source: ICIS C1 Energy
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Indicators

Fuel oil inventories in Shandong fell sharply by 160,000 tonnes from 
a week ago to 810,000 tonnes on 4 June due to sparse cargo arrivals. 
The stockpiles in south China surged by 128,000 tonnes to 1.92m 
tonnes, following arrivals of over 160,000 tonnes of fuel oil imports. 
The stocks in east China fell by 50,000 tonnes to 637,000 tonnes as 
the region received no imported cargoes in the past week. 

South China’s gasoline export margin plunged by CNY193/tonne from 
a week ago to –CNY426/tonne on 4 June over price drops in Singapore. 
The import margin improved by CNY227/tonne to –CNY791/tonne 
thanks to the lower import costs. Gasoline wholesale prices in south 
China were unchanged week on week at CNY8,380/tonne.  

Operating rates of Guangdong independent refiners averaged 2.9% 
on 5 June, a drop of 2.5 percentage points from a week ago, as Yihao 
Petrochemical shut its crude distillation unit amid slow bitumen sales. 
The run rates are expected to rebound in the coming week as two 
refiners are planning a restart.  

South China’s gasoil import margin rose by CNY235/tonne from a 
week ago to –CNY118/tonne on 4 June, following a sharp drop in 
import costs. The export margin fell steeply by CNY198/tonne to –
CNY489/tonne due to lower prices in the Singapore market. Gasoil 
wholesale prices in south China were unchanged with a week before 
at CNY7,585/tonne. 
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Shandong independent refiners’ average run rate climbed up to 
43.7% on 5 June from 41.7% a week ago, as some refiners raised 
crude throughput. Refiners’ margin for processing Shengli crude 
fell by CNY66/tonne from a week ago to –CNY32/tonne on 4 June 
because of higher feedstock costs and lower product prices. The 
margin for refining straight-run fuel oil declined by CNY9/tonne to –
CNY692/tonne over drops in product prices.

The average operating rate of major refineries rebounded to 82.55% 
on 5 June from 78.36% two weeks ago, as Dalian Petrochemical 
resumed operation after turnaround. Based on the integrated ex-
refinery prices of oil products, the average margin for refining Oman 
crude fell by CNY44/tonne to CNY233/tonne as feedstock costs rose; 
That for Daqing crude gained by CNY8/tonne to CNY84/tonne, as 
rises in product prices exceeded those in feedstock costs.
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Indicators

Data Snapshots

china’s eceonoMic indicaTors in 2013-2014, %

crude fuel oil gasoil Kerosene gasoline lPg

Jan-Apr YoY* Jan-Apr YoY Jan-Apr YoY Jan-Apr YoY Jan-Apr YoY Jan-Apr YoY

output 68.31 0.1% 8.41 4.5% 56.49 -1.3% 9.45 21.6% 35.42 8.6% 8.27 3.5%

imports 102.60 11.5% 7.28 -24.8% 0.16 -15.9% 1.46 -30.9% 0.00 436.3% 1.80 160.9%

exports 0.25 -65.3% 2.96 -19.5% 1.39 -0.4% 3.12 3.7% 1.54 -5.3% 0.46 16.7%

apparent 
consumption

170.66 6.9% 12.73 -9.4% 55.26 -1.3% 7.79 13.3% 33.88 9.3% 9.61 16.0%

Source: National Bureau of Statistics, General Administration of Customs

Note: * year-on-year change

china’s PeTroleuM aPParenT consuMPTion in januarY-March 2014  in million tonnes

The import margin of mixed/cracked 180cst fuel oil went down by 
CNY45/tonne from a week ago to –CNY1,285/tonne 4 June, as a 
result of increased import costs against stable domestic wholesale 
prices. 

South China’s mixed/cracked 180cst fuel oil prices were at 
CNY4,275/tonne on 4 June, flat with a week ago. In east China, 
the prices remained unchanged at CNY4,325/tonne. Traders 
showed no interest in replenishing stocks before the Dragon Boat 
Festival holiday (31 May-2 June). Front month fuel oil futures price 
was unchanged at CNY3,882/tonne for the third straight week. 
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News in brief

Economic News

China’s official PMI 
rises to five-month 
high of 50.8 in May
Growth in China’s manufacturing sector 
continued to accelerate in May, rising to the 
highest level in 2014 and adding to signs of a 
stabilising economy, official data showed on 
1 June.

The purchasing managers’ index (PMI) in-
creased to 50.8 in May, up from 50.4 in April, 
according to data released by the National 
Bureau of Statistics (NBS) and the China Fed-
eration of Logistics and Purchasing (CFLP).

The reading, which inched further above 
the 50-point level marking monthly expan-
sion in factory activity, indicated a pickup 
in China’s manufacturing sector and the 
economy as a whole.

This is the third consecutive monthly up-
tick in the widely watched data. The index, 
seen as one of the key indicators of economic 
performance, began to climb up in March 
after three months of declines.

Zhang Liqun, a researcher at the Develop-
ment Research Centre of the State Council, 
pointed to the improving data as an indica-
tion that “the economy continued to stabi-
lise, and this trend is becoming evident.”

Petroleum Industry

Midstream
Jinzhou Petchem 
to shut CDU for 
turnaround from 25 
Jun
PetroChina Jinzhou Petrochemical is planning 
to shut a 3m tonne/year crude distillation unit 
(CDU) and affiliated secondary processing 
units for a 40-day turnaround from 25 June, 
a company source said.

The company plans to take another CDU 
with capacity at 4.5m tonne/year and af-
filiated secondary processing units off line for 
maintenance in 2015, the source added.    

Normally, Jinzhou Petrochemical process-
es 17,000 tonnes/day of crude and exports 
one to two cargoes of gasoline each month, 
ICIS C1 Energy data showed. 

Jinzhou Petrochemical has a 7.5m tonne/
year refinery at Jinzhou in Liaoning province. 
Up to 70% of its feedstock comes from the 
domestic Liaohe and Daqing oilfields, and the 
remaining 30% is mainly from the Middle 
East and South America.

Downstream

China likely to skip 
fuel retail price 
adjustment on 10 
June

China is likely to skip adjustment to gasoil 
and gasoline retail ceiling prices on 10 
June, because of small fluctuations in 
international crude prices, ICIS C1 Energy 
data showed.

As of 4 June, the average price of the 
basket of international crudes rose by only 
0.28% from the level for last price adjust-
ment, which meant a due markup of yuan 
(CNY) 25/tonne, according to ICIS C1 Energy 
data.

Under the new pricing mechanism, China 
will not adjust domestic fuel prices immedi-
ately if a price hike or cut is less than CNY50/
tonne. It will count the change in next adjust-
ment.

This will be the fourth time for the coun-
try to skip the price adjustment this year.

According to the new oil pricing mecha-
nism, China shortens its fuel price adjustment 
cycle from 22 consecutive working days to 10 
consecutive working days. It also scraps the 
previous 4% fluctuation in a basket of crude 
prices as an adjustment trigger point.

Private wholesalers’ 
oil product stocks 
drop by 2%
The total oil product inventory of Chinese 
private wholesalers extended falls in the 
second half of May, ICIS C1 research showed.

Their gasoline and gasoil stockpiles to-
talled 308,900 tonnes on 30 May, down by 
6,400 tonnes from two weeks ago. 

The gasoline stock went down by 2.62% 
to 158,900 tonnes and the gasoil stock de-
clined by 1.38% to 150,000 tonnes.

Private oil product traders mainly con-
sumed stockpiles and showed weak interest 
in oil product replenishment in the face of 
persistently soft market fundamentals, which 
pulled down the overall stockpiles. 

Additionally, continuous rainfalls in 
southern China dampened gasoil and gaso-
line demand in the end-user market, market 
sources said. 

ICIS C1 research involves private oil tank 
farms in 22 provinces and municipalities 
with a total storage capacity of about 1.15m 
tonnes for gasoline and 1.29m tonnes for 
gasoil.

Gasoil wholesale 
prices may lack 
upward momentum 
in Jun

Domestic gasoil wholesale prices may still 
lack upward momentum in June as most 
downstream market players have finished 
stock replenishment and will probably 
consume stockpiles in June, industry sources 
said.

Prices may gain some support if 
end-user demand grows significantly 
and stock consumption becomes faster. 
However, prices may slip if downstream 
market players’ inventory consumption 
lasts long.

Gasoil supply will remain abundant, 
although maintenance at Sinopec Zhenhai 
refinery and PetroChina Jinzhou Petro-
chemical is scheduled for June and the 
average run rate of major refineries may 
drop slightly. 

Operating rates of Shandong-based 
independent refiners have been rising for 
eight consecutive weeks. The run rates are 
not expected to change much in the near 
term.

China may export over 200,000 tonnes of 
gasoil in June, market sources said. 

High temperatures 
may boost gasoline 
demand in June
Gasoline demand is expected to go up 
gradually from June to a peak level amid high 
temperatures, ICIS C1 research showed.

In the early part of June, a three-day holi-
day for the Dragon Boat Festival is expected 
to boosted gasoline retails. 

Additionally, rising temperatures in June 
will pushed up gasoline demand by car air 
conditioners. 

Sinopec and Petrochemical may increase 
crude throughput in June with most offline 
units restarted at major refineries from late 
May. 

Operating rates of Shandong independ-
ent refiners are expected to be 38-39% in the 
period. Sustained weak demand for gasoil 
may dampen independent refiners’ interest 
in keeping their unit utilisation rates at high 
levels. 

China’s gasoline exports are expected 
to increase to 350,000-400,000 tonnes, 
because PetroChina Dalian Petrochemical 
would resume gasoline exports in June after 
a refinery turnaround.  
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Petrol stations’ fuel 
sales rise at slower 
pace in late May
Chinese petrol stations’ gasoline and gasoil 
sales grew at a slower pace in the second 
half of May as compared with the previous 
two weeks, because of continued rainfalls 
in south and southwest China, according to 
sources from petrol stations.

The sales index for gasoline was 50.6, 
down by 4.2 points from two weeks ago, 
and the gasoil index was 51.6, a drop of 1.9 
points, ICIS C1 data showed. 

The retail volume of gasoil is expected 
to rise moderately in the first half of June as 
gasoil demand may be hit by rains in central 
and southwest China, while continue getting 
support from the northern China, industry 
sources said. 

The gasoline retail is likely to grow nota-
bly amid rising demand from air conditioning 
system of vehicles, the sources said.  

ICIS C1 conducts research involving nearly 
300 private petrol stations and 350 under 
state-owned oil majors, using an index simi-
lar to the Purchasing Managers Index (PMI) 
to reflect the change in retail sales. An index 
above 50 suggests that the sales are better 
than the previous level, while an index below 
the figure suggests worse sales.

Shandong’s 
commercial crude 
stocks drop by 17%
Commercial crude inventories at Shandong’s 
major ports amounted to around 780,000 
tonnes on 4 June, down by 17% or 160,000 
tonnes from a week ago, according to port 

sources.
The volume accounted for 26.4% of the 

total crude storage capacity at these ports, 
down by 5.4 percentage points week on 
week.

Only about 230,000 tonnes of crude 
arrived at these ports in the week ending 4 
June, but around 390,000 tonnes of crude 
were channelled out from oil terminals at 
these ports, sources said.

About 180,000 tonnes of crude reached 
Rizhao port and 50,000 tonnes arrived at 
Laizhou port in the week, but none flowed to 
Qingdao and Longkou ports.

Meanwhile, roughly 130,000 tonnes of 
crude were delivered out of Qingdao and 
Rizhao ports, respectively, 90,000 tonnes out 
of Laizhou port and 40,000 tonnes out of 
Longkou port.

Oil terminals involved in ICIS C1 research 
on Shandong’s commercial crude inventories 
have a combined storage capacity of 2.96m 
cubic metres.

China’s May fuel oil 
imports fall by 20% 
over April 
China’s fuel oil imports for May delivery are 
expected to be 1.35m tonnes, down by 
roughly 20% or 330,000 tonnes month on 
month and a sharp drop of 52.3% year on 
year, according to ICIS C1 shipping schedules. 

Chinaoil imported only one very large 
crude carrier (VLCC) of Venezuelan fuel oil in 
May after it received about 550,000 tonnes 
of imports in April, which in turn pulled down 
the overall imports of China, market sources 
said. 

Additionally, the imports from South 
Korea dropped by 35% month on month to 
only 130,000 tonnes as a result of restarts at 

some deep processing units of South Korean 
S-Oil. 

No Russian fuel oil (excluding those from 
Russia’s Black Sea port) arrived in China 
in May, versus an average of 1-2 MR-sized 
cargoes, an M100 fuel oil importer in China 
said, adding weak demand from Shandong 
independent refiners dampened the imports. 
The importer sold about 40,000 tonnes of 
M100 fuel oil to Japan at CFR premiums of 
high-$110s/tonne. 

Sinopec (Hong Kong) injected 165,000 
tonnes of 380cst mixed/cracked Malaysian 
high-sulphur fuel oil to Yangpu bonded 
bunker terminal in Hainan province, which 
pushed up the fuel oil imports in south 
China. 

Market sources expected the June imports 
to be stable to lower, because Venezuelan 
fuel oil imports would be stable at one VLCC 
in the month, and S-Oil still has no export 
plan. Additionally, cargoes from Singapore 
may also decline because of tightening sup-
ply in the local market.

China’s ethylene 
apparent 
consumption up 6% 
in Jan-Apr
China’s ethylene apparent consumption 
amounted to 6.21m tonnes in the first four 
months of 2014, up by 6% from the same 
period last year, data from the National 
Bureau of Statistics (NBS).

The ethylene output increased by 5.6% 
year on year to 5.64m tonnes; and the im-
ports gained by 10% from the year-ago level 
to 577,000 tonnes. 

China’s dependence on crude imports 
went up by 0.3 percentage points year on 
year to 9.3%, the NBS data also showed.
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