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Agenda:

 Unintended consequences 

 Meeting demand for 0.50%S 
fuels

 Uncertainties for suppliers and 
buyers 

 Addressing implementation 
challenges



Transition to global 0.50%S cap 
- unintended consequences

 Owners likely to hold off making the 
change until last minute due to 
higher cost of LS fuel (may also delay 
scrubber investments)

 Production and supply of up to 
3.50% sulphur marine fuels would 
continue until just before the 0.50% 
requirement takes effect

 Result: Virtually overnight global 
shift from 3.50% to 0.50% sulphur 
regime at the start of 2020



2020 vs the ECA change in 2015
 ECA shift to 0.10% applied to limited geographical area 

and only when ship is inside ECA

 Supply of 0.10% encouraged by EU requirement for 
max 0.10% for ships at berth, shifting global demand 
and supply toward LS MGO since 2010

 Limited incentive to expand supply of max 0.50%S 
fuels prior to 2020 (only for Chinese ‘ECAs’)

 Global cap applies to all ships from day one

 Fuel ‘switch volume’ in 2020 around 4 million b/d 



Transition from 3.50% to 0.50% is 
not as easy as flicking a switch!

 Impossible for global refining 
to switch production overnight 

 Huge logistical undertaking 
involving transport between 
refineries, storage and delivery 
vessels

 Ships will need to clean out fuel 
systems and may require 
adjustments to fuel systems 
and tank configurations –
unless they have scrubbers!



Transition to global 0.50%S cap 
- unintended consequences

 Trying to achieve this virtually overnight global shift 
from 3.50% to 0.50% regime will likely cause a period of 
severe product shortages and inflated prices 

 Assuming full compliance, demand for HSFO will 
shrink dramatically in 2020

 If HSFO becomes a niche market it may cause suppliers 
to stop offering it just as more ships are installing 
scrubbers and demand begins to increase again, 
creating a supply/demand mismatch 



Global 0.50% sulphur cap in 2020
 CE Delft study for IMO: Sufficient avails for 2020

 Assumes 0.10% to 0.50%S fuels will be blends

Fuel type Demand forecast for 2020 (mill  MT)

HFO (scrubbed) 36

Max 0.10% sulphur fuels 39

Fuels between 0.10% and 
0.50% sulphur

233

LNG 12

Total 320



Meeting demand for 0.50%S 
fuels - quality
 Meeting marine demand for LS fuels 

in 2020 will require blends involving 
HFO and various other components

 We will see innovation to replace 
traditional distillates with lower cost 
products (not only refiners)

 Several oil majors looking at options

 Professional blenders will have a role



Meeting demand for 0.50%S 
fuels - timing
 Depends on when owners begin ordering it!

 Ships’ timing will be different depending on trading 
and bunker purchasing patterns 

 Will there be product trials ahead of time?

 Just-in-time end user demand will also delay supply –
meaning busy Nov/Dec 2019 for suppliers

 Will likely vary from port to port

 Some ports/suppliers may not be able to adapt in time



Several unknowns
 Will assumed refinery 

capacity translate into 
actual marine market 
supply in 2020?

 How big will the uptake 
of scrubbers and 
alternatives fuels be?

 What will be the level of 
compliance? 



What will happen to HSFO supply?

 Suppliers will need segregated storage and supply lines 
for 3 different sulphur grades

 36 million mt scrubbed = 11% of the market or 3 million 
mt/month. “Who is going to store HSFO for that?”

 Major bunker ports with plenty of storage/delivery 
options will have HSFO

 May not be viable in smaller ports unless they have 
regular calls from vessels with scrubbers 

 Ports with low HSFO turnover will not be able to sustain 
a spot market



Show me the money!
 New fuel formulations to 

meet 0.50% will cost less 
than 0.1% product

 Pressure on LS fuel supply 
could cause substantial 
upward price pressure in 
2020

 Huge surplus of HSFO in 
2020 will support the 
business case for scrubbers



IBIA proposals to IMO

 Transition to the global 
0.50% sulphur cap –
challenges and options 
(MEPC 70)

 Effective implementation 
of the global cap (MEPC 
70)

 Follow-up on effective 
implementation (PPR 4)



IBIA transition paper: MEPC 70/5/35
Pointed out transitional issues and outlined 
possible mitigation strategies to make 
transition smoother. Suggestions included:

 Phasing in the global 0.50% sulphur limit over a period 
rather than on a specific date to alleviate market 
distortion and gain experience with new fuels

 Facilitate uptake of abatement technology

 Standardise the ‘FONAR’

 Allow a period of adaption prior to full enforcement



Possible approach to improve 
enforcement of global cap

 Joint submission pointing out 
drawbacks of uneven 
implementation (MEPC 70/5/2)

 Make it an offence to carry fuel 
above 0.50%S unless approved 
emission abatement tech on 
board

 Would give PSC powers to take 
direct action (detention, insist 
compliant fuel is bunkered)



MEPC 70 agreed to develop plan for 
‘effective implementation’ 

 Based on MEPC 70/5/2 and new proposals

 Includes call to consider how to empower PSC if ship 
carries non-compliant fuel, and:

 standardise  format for reporting fuel oil non-availability, 
and;

 “consider how to accommodate any transitional actions 
that may be necessary”, and;

 encourage  verification that fuels supplied to ships meet 
the sulphur limit specified on the BDN



Conclusions:
Continued supply of HSFO in some ports 

could be in doubt

 If supply of HSFO becomes more limited, it 
may also affect some ship types’ decisions 

Communication is key: tell suppliers what 
you want, when and where
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Thank you for your 
attention!

Contact me: unni@ibia.net
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