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A year ago, the conventional wisdom about the 
International Maritime Organization (IMO) 2020 regulation 
was that there would not be enough of the required low-
sulphur fuel available - containing no more than 0.5% 
sulphur. Such scarcity would cause upheavals in global 
markets when the law takes effect on 1 January 2020.

But with just a little more than two months to go before the 
deadline, there is so much of the low sulphur fuel available 
in major ports that a presenter at a shipping conference in 
London earlier this month noted that supply of bunker fuels 
meeting the 0.5% sulphur limit is now outstripping demand 
in some places.

Very low sulphur fuel oil (VLSFO) is already available 
in various locations across Asia, the Middle East, Africa 
and the Americas as of mid-October with more and more 
becoming available through the rest of 2019, according to 
Unni Einemo, director of the International Bunker Industry 
Association. Einemo added that actual VLSFO demand 
from bunker buyers has not been as high as expected. 

a waiting gaMe
“Suppliers think this is because ship operators who initially 
signalled that they wanted to start bunkering VLSFO 
from October are now postponing their purchases into 
November/December,” Einemo said. This means that some 
buyers of the new low sulphur fuel are waiting until the 
last minute to buy, probably hoping to get a better price in 
November or December for fuel that now costs $181/tonne 
more in Houston - or 52% higher - than the most popular 
heavy sulphur bunker fuel, IFO 380.

IFO 380 is selling at a two-year low, around $345/tonne, 
so it makes sense that some buyers would put off buying 
the more expensive fuel for as long as possible. Shipping 
still needs fuel, Einemo said, and most bunker demand at 
present is still in high sulphur fuel oil (HSFO) or IFO 380.

Volume buying can pay off big-time for those who buy in big 
enough volumes. European oil tanker shipper Euronav said 
in September that it bought 420,000 tonnes of compliant (low 
sulphur) fuel oil at $447/tonne while paying $400/tonne for 
high-sulphur fuel oil - a 12% markup for the compliant fuel.

But such markups are not likely for the compliant fuel come 
January, considering what they are now.

The table below shows that in three of the US ports the 
VLSFO premium is roughly 34-52% higher than traditional 
heavy sulphur fuel (IFO 380), which is a fair picture of what 
the premium is in ports such as Singapore; Durban (South 
Africa); and Hong Kong. But the premium is much higher 
at Rotterdam, Fujairah (United Arab Emirates) and the 
Panama Canal.

gLoBaL VLsfo preMiuMs oVer ifo
ifo 380 ($) VLsfo ($) premium (%)

Houston 347 527.5 52%

New York 402.5 553 37%

LA/Long Bch 439 586.5 34%

Singapore 359 552 54%

Fujairah 309 574 86%

Santos 481 488 1%

Hong Kong 415 564.5 36%

Rotterdam 269.5 510 89%

Panama Canal 335 565 69%

Durban 425 610 44%
Source: Ship & Bunker, Petrolbunkering websites

And it is much lower in South America; it would pay off 
mightily for shipowners to gas up in Santos, Brazil, which 
currently sports probably the lowest VLSFO prices in the 
world. This is because most Brazilian refineries process 
low-sulphur crude and, in turn, produce low-sulphur 
fuel oil. Earlier this month there was talk of shipowners 
diverting from Panama so they could bunker in Brazil, 
where the low-sulphur fuel has been selling around $100/
tonne cheaper.

tHere wiLL Be no Mystery CoMe January
Yet the supply issue has not been totally solved, says 
Michael Connolly, senior consultant from the global refining 
team at ICIS. While the major ports are likely to be well 
supplied come January and have all types of fuels available 
- from heavy sulphur IFO 380 to the lowest sulphur grade 
and most expensive fuel, marine gasoil (MGO) - smaller 
ports may struggle to have the supply of all three grades 
and will vary on locational specifics, Connolly said.

MGO is technically a competing fuel because it only has 
0.1% sulphur content and it is generally higher priced. 
Shipping sources say the low sulphur fuel oil is pegged at 
a discount to MGO because the low sulphur fuel oil has 
always been plentiful, and will remain so.  
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Among the major ports listed below, the low-sulphur 
discount to MGO runs mostly 10-15% off, with the Brazilian 
port once again offering a striking large discount.

gLoBaL VLsfo disCounts to Mgo
VLsfo ($) Mgo ($) discount (%)

Houston 527.5 622 15%

New York 553 620 11%

LA/Long Bch 586.5 666.5 12%

Singapore 552 595 7%

Fujairah 574 680 16%

Santos 488 721 32%

Hong Kong 564.5 594 5%

Rotterdam 510 571 11%

Panama Canal 565 622 9%

Durban 610 680 10%
Source:Ship & Bunker, Petrolbunkering websites

remain at around $75-100/tonne well into next year. A US 
shipping broker said there is no mystery about where fuel 
prices are going to be come January because they are 
already trending that way. “By then, all the shippers will be 
buying their new fuel. Everyone will have adjusted,” the 
broker said.”

A select few, maybe 5-10% of the global shipping fleet, 
will keep buying heavy sulphur fuel because of ship 
owners who installed expensive scrubber technology on 
vessels. The cost of scrubbers generally costs millions, 
especially for the big box ships and oil tankers. Those who 
do the counting say there are 2,400-2,500 ships that have 
already installed scrubbers and another 1,000 or so that 
have ordered them, which is expected to bring the total 
scrubber-on-vessel count up to 3,500 by the end of 2020.

The US shipping broker said shippers will just adjust their 
bunker clauses to make back the cost of the scrubbers. 

“That’s what we expect, though we haven’t seen that yet,” 
the broker said.
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Connolly suspects that pricing pressures on MGO and 
VLSFO will continue. A veteran shipbroker in New York 
expects the VLSFO discount to MGO in the US will 
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