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ΠΕΡΙΛHΨΗ  

 

 Η  ερ γασ ία  αυ τή  αποσκοπε ί  στην  πρώτη  χαρτο γράφηση  ενό ς  

προσοδοφόρου  κλάδου  με  πολλές  προ οπτ ικέ ς  γ ια  περα ιτ έρω  ανάπτυ ξη  

όχ ι  μόνο  δ ιεθνώς  αλλά  κα ι  ε ιδ ι κά  στην  χώρα  μας .   

 

Στην  προσπάθ ε ια  αυ τήν ,  θεωρήσαμε  σκόπιμο  να  ξεκ ινήσουμε  από  

μ ία  συνοπτ ική  παρουσ ίαση  της  αγοράς  του  πετρε λα ίου  κα ι  των  

σημαντ ικό τερων  μερών /πα ικ τών  που  την  επηρεάζουν  δεδομένου  ό τ ι  η  

τ ιμή  του  πετρε λα ίου  ρυθμ ίζ ε ι  σε  συντρ ιπτ ικό  ποσοστό  τ ι ς  τ ιμέ ς  των  

ναυτ ι λ ιακών  καυσ ίμων .   

 

 Στην  συνέ χε ια  προχωρήσαμ ε  στην  παρουσ ίαση  του  κλάδου  των  

ετα ιρε ιών  αγοραπωλησ ιών  των  ν αυ τ ι λ ι ακών  καυσ ίμων  που  μας  

ενδ ιαφέρουν  στην  συγκεκρ ιμέν η  περ ίπτωση .  Είνα ι  ένας  κλάδο ς  που  

προ έκυψε  την  περασμ ένη  δεκαετ ία  αλλά  η  ανάπτυ ξή  υπήρξε  τέ το ια  που  

η  ανοδ ική  πορε ία  του  θα  πρέπε ι  να  θεωρε ίτ α ι  δεδομένη .  Γύρω  από  

αυτό  το  πλα ίσ ιο  αναλύουμε  τους  παράγοντες /παίκτες  που  επηρ εάζουν  

την  αγορά ,  τους  προμηθευτ ές  κα ι  τ ι ς  ναυ τ ι λ ι ακ ές  ετα ιρ ε ί ε ς  που  

προμηθεύοντα ι  καύσ ιμα  μέσω  των  bu nker  t r ader s .   

 

 Το  επόμενο  βήμα  ήταν  να  δούμε  πο ια  ε ίνα ι  τα  

χρηματοο ικο νομ ικά  εργαλε ία  τα  οπο ία  εφαρμόστηκαν  σε  άλλους  

κλάδους  βρήκαν  πεδ ίο  εφαρμογής  σε  αυτό  το  κομμάτ ι  της  ν αυτ ιλ ίας  

κα ι  πως  αυτά  πρακτ ι κά  εφαρμό ζο ντα ι  στην  καθημ ερ ινή  πρακτ ική  

δ ιαχ ε ί ρ ιση  πλο ίων .    

 

 Τέλο ς ,  θεωρήσαμ ε  σκόπιμο  να  κάνουμε  μ ια  ενδε ικ τ ική  

παρουσ ίαση  των  μ ερών /πα ικτών  όπως  παρουσ ιάζο ντα ι  στον  ελλην ικό  

χώρο ,  εστ ιάζο ντας  κυρ ίως  στ ις  προοπτ ικές  που  φαίνο ντα ι  να  

προκύπτουν  από  τ ι ς  νέες  εγκαταστάσε ι ς  που  έχουν  δρομολογηθε ί  στην  

Αλεξανδρούπολη  γ ια  το  νέο  αγωγό  πετρελα ίου .     
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SUM M ARY 

 

 T he  a im o f  t h is  e s sa y is  t o  mak e  a n  e f fo r t  t o  ma p  t h is  lu c r a t ive  

ind u s t r y,  w ho se  po t ent ia ls  a r e  s ig n if i ca nt  no t  o n ly in  a  g lo ba l sc a le  

bu t  a lso  fo r  o u r  co unt r y in  p a r t icu la r .   

 

 We beg a n w it h a n i nt r o duc t io n o f  t he  pe t r o leu m indu s t r y,  

pa r t ic u la r ly  i n s is t i ng  in  t he  ma jo r  p la yer s  o f t he  ma r ke t ,  s inc e  

pe t r o leu m is  t he  u nd er ly ing  p r o duc t  w ho se  p r ic e  f lu c t ua t io n  s e ver e ly  

in f lu e nce s  bu nker  p r ic e s .  

 

 Our  ne xt  s t ep  w as  t o  fo cu s  in  t he  bu nker  t r ad ing  ho u se s .  I t  i s  a  

r e la t ive ly new indu s t r y ho we ver  t he  de ve lo p me nt  see n  in  t he  p as t  

dec ade  g ive s  t he  s t r o ng  co nv ic t io n t ha t  i s  go ing  t o  fu r t he r  b lo o m.  I n  

add it io n t o  t he  t r ad ing  ho u se s ,  we  a na lyz e  t he  o t he r  mar k e t  p la yer s :  

t he  p h ys ic a l  supp l ie r s  a nd  t he  p u r c ha se  dep ar t me nt s  o f t he  s h ip p ing  

co mp a n ie s  a c t ua l ly  co ns u ming  bu nk er s .   

 

 Ad va nc ing  in  a no t her  le ve l,  we  ind ic a t e  t he  mo s t  impo r t ant  

hedg ing  t oo ls  app l ic a b le  in  o t he r  ind us t r ie s  a nd  w h ic h a r e  no w us ed  

o n da i ly  s h ip p ing  o per a t io ns  t o  avo id  s id e  e f fe c t s  f r o m bu nker  p r ice  

f lu c t ua t io ns .  

 

 F ina l ly ,  w e  g ive  a n i nd ic a t io n o f  ho w t he  mar k e t  s t and s  

cu r r e nt ly  in  Gr ee ce  a nd  ho w it  i s  po s s ib le  fo r  Ale xa ndr o upo l is  t o  g r o w 

in  a  ma jo r  bu nker ing  s t a t io n in  t he  Me d it e r r a nea n S ea .   
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AB STRA CT 

 

 T he  a im o f  t h is  p ap er  is  t o  f i l l  a  su b s t a nt ia l  vo id  in  ma pp ing  a  

mar ke t  w h ic h  e me r ge d  in  t he  la s t  d ec a de  bu t  w ho se  b lo o ming  is  q u it e  

co ns ide r a b le ,  no t  e ve n me nt io n ing  he r  po t ent ia ls  fo r  fu r t he r  

de ve lo p me nt .  No  ques t io n t ha t  bu nk e r s  d id  e x is t  be fo r e  t he  bu nk er  

t r ad ing  ho us e s  e nt e r ed  t he  mar it ime  mar ke t ,  ho we ver  t he ir  po s it io n is  

no w ver y we l l  e s t a b l is he d  a nd  t he ir  r o le  a s  a  va lua b le  p a r t ne r  fo r  t he  

mar it ime  o per a t o r s  is  fu r t he r  g r o w ing .  T he  fac t o r  pus h ing  t o war ds  t h is  

d ir ec t io n is  f ir s t  o f a l l  t ec hno lo g y a nd  t he  so p h is t ic a t ed  

t e le co mmu n ic a t io ns  s ys t e ms  no w a pp l ic a b le  f r o m t he  s h ip p ing  

co mp a n ie s ,  t he  ve s se ls  a nd  t he  t r ader s .  T h is  d e ve lo p me nt  a lo ne  p r o ve d  

to  be  e no ug h t o  c r ea t e  t h is  new mar k e t ,  sh ip p ing  de r iva t ive s  t ho ug h  

ga ve  t he  f i na l  t o uch in  c r ea t ing  new t ec hn ique s  in  p r o cur ing  bu nker s  

a nd  new mar g ins  t o  cu t  co s t  and  e ve n spe cu la t e  f r o m a n ac t iv it y  o t he r  

t ha n t he  co r e  bus ine s s .  

 I t  i s  p r a c t ica l l y  t he  f i r s t  a t t empt  t o  na me  a nd  a na lyz e  t he  fac t o r s  

in f lu e nc ing  t he  u nder ly ing  p r o duc t  o f  t he  ma r ke t  –  bu nk er s  –  a nd  

du r ing  t h is  r e s ea r c h w e  ha ve  q u it e  a  fe w d i f f icu lt ie s  w h ic h had  mo s t ly  

t o  do  w it h  t he  la ck  o f  t he  da t a  a nd  t he  r e lu c t anc y o f  t he  mar k e t  

p la yer s  t o  d isc lo s e  su c h in fo r mat io n w h ic h  is  co ns ide r ed  co nf ide nt ia l .  

Pa r t icu la r ly  w he n  a na lyz ing  t he  Gr eek  ca se ,  t he  s t a t us  u nder  w h ic h  t he  

vas t  ma jo r it y  o f  t he  Gr e ek  s h ip p ing  co mp a n ie s  a nd  t r ad ing  ho us e s  

o per a t e  (  o f f- s ho r e  co mpa n ie s  u nd er  Re so lu t io n N. 8 9 /196 7 ,  e xc lud in g  

t he m f r o m fo l lo w ing   t he  ge ner a l ac co unt ing  a nd  f is ca l  r e gu la t io ns  

t ha t  app ly)  s e t s  a  ba r r ie r  ha r d  t o  o ver co me.  O n t he  o t he r  s id e ,  t he  

Ph ys ic a l  Su pp l ie r s  a nd  ma jo r  Gr e ek  o i l  co mpa n ie s ,  t ho ugh u nder  

r egu la r  Gr ee k  f is c a l  r e g ime ,  t he y a l l  o per a t e  und er  t he  s a me  se c r ec y 

po l ic y a nd  r e fu s e  t o  g ive  fu r t he r  da t a  a nd  d e t a i ls  r e gar d ing  t he  

vo lu me s ,  p r ic e s  a nd  o t he r  da t a  o f t he ir  bu nk er s  t r ad ing  o per a t io ns .  

T he  f ina l so lu t io n to  app ly t o  t he  Gr e ek  cu s t o m’ s  Au t ho r it ie s  fo r  da t a  

is  r ea l l y  ha r d  t o  be  ca r r ie d  o u t  a s  t he  Gr ee k  r ed  t ape  c lo s ed  t ha t  

w indo w a s  we l l.  T he  e f fe c t  i f  t h is  po or  o u t co me  in  co l le c t ing  o f f ic ia l  

nu mer ic a l  da t a  is  t he  la c k  o f i n fo r mat io n  r eg ar d ing  t he  vo lu me s  o f  
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bu nker s  de l ive r e d  in  Gr ee ce ,  r egar d in g  t he  vo lu me s  o f bu nk er s  t r aded  

v ia  Gr e ek  t r ader s  wo r ldw id e ,  t he ir  mo ne y eq u iva le nt  in  a nd  r e ve nue  

t ha t  c r e a t ed .  A f i r s t  s t ep  wo u ld  be  mak ing  a n  e s t ima t io n  fo r  a l l  t he  

a bo ve  bu t  e ve n  t h is  u nd er  t he  c i r cu mst a nce s  wo u ld  be  fa r  t ha n  

acc u r a t e  a nd  it  wa s  co ns id e r e d  be s t  t o  avo id  suc h.  Our  e f fo r t  i s  t o  

ma ke  a n int r o duc t io n in  bu nker  t r ad ing  a nd  hedg ing  in  a  nu t s he l l ,  

ho pe fu l ly  fu t u r e  r es ea r c he s  w i l l  ha ve  mo r e  da t a  t o  e la bo r a t e  o n.  

 Co ns id e r ing  t he  a bo ve  s u bs t ant ia l  d i f f ic u lt ie s  o ne  mig ht  wo nd er  

w hy fo cu s ing  in  a  mar ke t  wh ic h  is  d i f f ic u lt  t o  mea su r e ,  t he  a nsw er  is  

s imp le  t ho ug h :  be cau s e  w e  ha ve  a l l  t he  ind ic a t io ns  it  i s  a  lu c r a t ive  

b lo o ming  mar k e t  w it h po t ent ia ls ,  e sp ec ia l l y  fo r  o u r  co unt r y a nd  o u r  

upco ming  ad va nc ed  po s it io n  in  t he  E as t  M ed it e r r a nea n  e ner g y ma p ,  

w he n new inve s t me nt s  i n  t he  f ie ld  w i l l  be  e f fe c t ed .            
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Chapt e r 1  

PE TRO L EUM  TRA D ING 

 

1 . 1  IN TROD UC TI ON TO P ET ROL EU M  TRAD ING 

 

What  is  c r ud e  o i l ?  Wh ic h  a r e  t he  ma jo r  char a c t e r is t ic s ?  

 

Or ga n ic  mat e r ia l  +  P r es su r e  +  He a t  +  T ime  =  Cr ud e  O i l  a nd  Na t u r a l  

Gas  

 

M i l l io ns  o f ye a r s  ago ,  r e ma ins  o f a qua t ic  p la nt s  a nd  a n ima l s  

l i v ing  in  t he  a nc ie nt  ye a r s  fo r med  w ha t  sc ie nt is t s  ca l l  c r ude  o i l .  O ne-

ce l le d  mar ine  o r ga n is ms  w h ic h d ied  s a nk  in  t he  d ee p  s ea s  a lo ng  w it h  

sa nd  a nd  mu d .  T he  o u t co me w a s  a n  o r ga n ic - r ic h  la yer  t ha t  e ve nt ua l ly  

t u r ned  int o  sed ime nt a r y r o ck .  T h is  o r ig ina l  p r o ces s  r e pe a t ed  it s e l f  

aga in  a nd  aga in ,  o ne  la ye r  co ver ing  a no t her .  T he n,  o ver  mi l l io n  o f  

ye a r s ,  t he  se a s  w it hd r ew.  I n  la ke s  a nd  in la nd  s ea s ,  a  s imi la r  p r o ces s  

t o o k  p la ce  w it h  de po s it s  fo r me d  o f  no n- mar ine  veg e t a t io n.  I n  so me  

ca se s ,  t he  d epo s it s  t ha t  fo r me d  s ed ime nt a r y r o ck  d id  no t  co nt a in  

e no ug h o xyg e n t o  co mp le t e ly de c o mpo se  t he  o r ga n ic  mat e r ia l.  

Bac t e r ia  br o ke  do w n t he  t r app ed  a nd  p r ese r ved  r e s idu e  int o  s u bs t ance s  

r ic h  in  h ydr o ge n  a nd  ca r bo n.  I nc r ea s ed  p r es su r e  a nd  hea t  f r o m t he  

we ig ht  o f t he  la yer s  a bo ve  c au sed  a  p a r t ia l  d is t i l la t io n o f t he  o r ga n ic  

r e ma ina nt s ,  t r ans fo r ming  t he m,  e ver  so  s lo w ly,  int o  c r ude  o i l a nd  

na t u r a l  g as .  Pe t r o leu m is  d e r ive d  f r o m t he  La t in  wo r ds  p e t r a  ( r o ck )  

a nd  o le u m ( o i l ) ,  it  l it e r a l l y  me a ns  Ro c k  O i l.  

 

1 . 2  M AIN P E TRO LE UM  CHARA CT E RIS TI CS  

 

1 .  Gr a v it y  

2 .  Su lfu r  

3 .  Po ur  Po int  

4 .  V is co s it y  
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Al l  t he  c har ac t e r is t ic s  d es c r ibe d  a bo ve  a r e  c r it ic a l  t o  c r ude  o i l  

t r ad ing  bec au se  t he y s ig n i f ic a nt ly  e f fe c t  it s  p r ic e .  T o  asse s  t he m,  

ph ys ica l  t e s t s  a r e  r u n a nd  t he ir  va lu es  g ive  sp ec ia l  fe a t u r es  t o  t he  

c r ude  o i l .  T he se  fe a t u r es  sep ar a t e  t he  d i f fe r e nt  c r ud es  a cco r d ing l y  

in t o  g r o ups  a nd  co ns equ e nt ly  in t o  d if f e r e nt  p r ice  a nd  va lu e  r a nge s .  

 

1 .  Gr a v it y   

 

 

 

 

 

 

 

 

Gr a v it y  o r  de ns i t y o f a  c r ude  is  ge ner a l l y  it s  mo s t  s ig n i f ic a nt  

ph ys ica l c ha r ac t e r is t ic .  I t  i s  a  qu ic k  and  e a s y wa y o f k no w ing  t he  

p r o po r t io n o f hea v y (  fu e l o i l )  a nd  l ig ht e r  (  gaso l ine ’ s ,  ga so i l / he a t ing  

o i l a nd  je t  o i l )  co mpo ne nt s  w h ic h o ccu r  na t u r a l l y  in  t he  c r ud e .  Gr a v it y  

me a su r e s  t he  we ig ht  o f a  co mpo u nd .  C he mis t s  u s e  a  me a su r e  c a l le d  “  

spe c i f ic  g r a v it y”  w h ic h  r e la t es  e ver y t h ing  t o  so met h ing  u n ive r s a l l y  

fa mi l ia r  :  wa t e r .  T he  spe c i f ic  g r a v it y  o f  na y co mpo u nd  d iv id ed  by t he  

we ig ht  o f t he  s a me  vo lu me o f wa t e r .  

 

I n  c r ud e  o i l  t r ad ing ,  d e ns it y  is  u su a l ly  e xpr e s sed  in  deg r ee s  o f  “  

API  g r a v it y”  (  º  API ) .  T he  h ig her  t he  API  g r a v it y ,  t he  l ig ht e r  t he  

c r ude .  API  (  Amer ic a n  Pe t r o leu m I ns t it u t e  )  g r a v it y  is  a n a r b it r a r y  

sc a le  w h ic h  is  in ver se  r e la t io ns h ip  t o  spe c i f ic  g r a v it y ,  so  t ha t  lo w API  

g r a v it y  o i ls  ha ve  a  h ig h sp ec i f ic  g r a v it y nu mber  a nd  v ic e - ver sa .  T he  

fo r mu la  fo r  API  g r a v it y  w h ic h  is  mea s u r ed  in  de g r ee s  is  :   

 

º  API  =  (  141 . 5 / sp ec i f ic  g r a v i t y)  –  131 . 5  

 

Gravity 

High ºAPI = Light Crude 

Low ºAPI = Heavy Crude 
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Reg ar d ing  t he  a c t ua l co r r e la t io n be t wee n t he  API  de g r ee s  a nd  t he  

p r ice  o f t he  c r u de  w e  s ho u ld  s t r es s  t he  fac t  t ha t  w he n  t he  c r ud e  ha s  

h ig h  API  de g r ee s  it  beco mes  mo r e  e xp e ns ive .  

 

2 .  Su lfu r  

 

 

 

 

 

 

 

 

    

Cr ude  o i ls  t ha t  co nt a in  ap pr ec ia b le  qu a nt it ie s  o f s u l fu r  

co mpo u nd s  a r e  ca l led  “so ur ” .  T ho s e  w it h le s s  su l fu r  a r e  ca l le d  

“sw ee t ” .  Sw ee t  c r u de s  t yp ic a l ly  ha ve  0 . 5%  su lfu r  o r  le ss ,  w h i le  so u r  

c r ude s  ge ner a l l y  ha ve  a r o u nd  2%  su l f u r  o r  mo r e .  T he  a r ea  in  be t we e n  

is  so met ime s  ca l led  i nt e r me d ia t e  s we e t  o r  int e r me d ia t e  so u r ,  bu t  t he  

d is t inc t io n is  no t  a lw a ys  c le a r .  

 

T he  o do r  o f t he  c r u de  o i l  c a n va r y  fr o m a n a lmo s t  a r o mat ic  

bo uqu e t  t o  t he  d is t inc t ly  u np le as a nt  s me l l  a s so c ia t ed  w it h s u l fu r  

de r iva t ive s .  T he  so ur  c r ude  is  mo r e  va lu a b le  bec au se  it  need s  le s s  

r e f in ing  t o  g ive  it s  p r o duc t s .  

 

3 .  V is co s it y  

 

V is co s it y  is  a  me as u r e  o f ho w r ead i ly  a  f lu id  w i l l  f lo w.  I t  i s  a  

impo r t ant  c har a c t e r is t ic  in  t he  ha nd l ing  a nd  t r a nspo r t a t io n o f t he  

c r ude  o i l  a nd ,  t o  a  ce r t a in  e xt e nt  ho w it  w i l l  r e f ine  int o  f in is he d  

p r o duc t s .  A h ig h v is co s it y  mea ns  t ha t  a n o i l  w i l l  no t  f lo w r ea d i ly;  a  

lo w v is co s it y  imp l ie s  go o d  f lu id i t y .  

 

 

Sulfur Content 

More = SOUR 

Less = SWEET 
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4 .  Po ur  Po int  

 

T he  po ur  po int  i s  t he  lo we s t  t e mp er a t u r e  a t  w h ic h  a n o i l  w i l l  po ur  

o r  f lo w w it ho u t  int e r r up t io n w he n it  i s  c h i l le d .  Whe n p e t r o leu m 

p r o duc t s  a r e  co o led ,  a  po int  is  r eac hed  w he n so me o f t he ir  

co ns t it ue nt s  be g in  t o  so l id i f y.  I f  co o l ing  co nt inu es ,  e ve nt ua l ly  t he  o i l  

w i l l no t  f lo w.  L ik e  v is co s it y t o  wh ic h it  i s  so mew hat  r e la t ed ,  po ur  

po int  i s  a n  impo r t ant  c har a c t e r is t ic  in  a ss e ss ing  a  c r ude  o i l ’ s  

p r o per t ie s ,  p a r t icu la r ly  a t  lo w t e mper a t u r es .   

 

1 . 3  TAB L E OF C RU DE O IL C HAR A CT ER IST ICS 

Com m on C rude s  

T rad ed  in  t he  M a rket s  

API  

Gr a v it y  

%  

Su lfu r  

Po ur  Po int  V is co s it y  

WT I  ( US)  39  . 3  - 20  37  

L LS  ( US)  37  . 3  - 11  40  

Br e nt  ( U K)  38 . 5  . 36  +20  39  

Light  

Sweet s  

Cu s ia na  

( Co lo mb ia )  

39 . 5  . 17  +32  35  

Heavy  

Sweet  

Ca binda  

( Ango la )  

32  . 2  +65  93 . 5  

WT S (  US)  33  1 . 6  - 25  45  

Or ie nt e  

( E quado r )  

25  1 . 3  +25  58  

Du ba i  ( U AE )  30  2 . 0  - 9C 52  

ANS ( US)  29 . 5  1 . 1  - 15  38  

 

L ight   

Sou rs  

Ba sr a h L ig ht  

( I r aq )  

33  2 . 0  - 27  225  

Ma ya  

( Me x ico )  

22  3 . 4  0  334  Heavy   

Sou rs  

Leo na  24  

( Ve ne zue la )   

24  1 . 8  _24  150  

Po ur  Po int  –  me as u r ed  in  d eg r e e s  F  u n le s s  o t he r w is e  s ho w n 

V is co s it y  –  c e nt is t o kes  a t  40 ºC u n le s s  o t he r w is e  s ho w n 

Su lfu r  - %  by w e ig ht  
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T he  mo s t  impo r t a nt  qua l it y  o f t he m o f  t he m is  t ha t  c r ude  o i l  b y 

it se l f  ha s  no t  va lu e  w ha t so ever  :  c r ude  d e r ive s  it s  va lue  f r o m t he  

p r o duc t s  p r o duced  du r ing  t he  r e f in ing  p r o ce ss .  As  a  co nseq ue nce ,  

c r ude  o i l ha s  o n ly o ne  mar k e t  :  t he  r e f in ing  ind us t r y 

 

1 . 4  CRUD E O IL PRO DUC TS 
 

P ro duct s  f ro m C rud e  Oi l  

G ASE S G ASO LI NE S MI DD LE  

DI ST I L L AT E S 

FUE L OI L OT HE R 

PROD UCT S 

•  C:  

Met ha ne  

•  C2:  

E t ha ne  

•  C3:  

P r o pane  

•  C4:  

Bu t a ne   

•  Av ia t io n 

Fu e ls  

•  Mo to r  

•  Fu e ls  

( gaso l ine ,  

pe t r o l)  

•  Ker o se ne  

•  Je t  Fu e l  

•  Gas  O i l  

•  D ie se l  Fu e l  

•  Ho me 

Hea t ing  O i l  

•  L ig ht  

Fu e l  O i l  

•  Med iu m 

Fu e l  O i l  

•  Hea v y 

Fu e l  O i l  

•  Bu nk er  

Fu e l  O i l  

•  Asp ha lt  

•  B it u me n  

•  Lu br ic a nt s

/g r ea se s  

•  Wa xes  

•  Det e r ge nt s  

 

1 . 5  RE FI NE RI ES  

 

Mo s t  r e f ine r ie s  e vo lve d  r a t he r  t ha n be ing  bu i lt  a cco r d ing  t o  a  

lo ng- t e r m p la n .  T her e  ha s  no t  be ing  a  r e f ine r y bu i lt  in  t he  US A s inc e  

1976 .  E nv ir o nme nt a l co ncer ns  ha ve  ma de  it  a lmo s t  impo s s ib le  t o  bu i ld  

a  new r e f ine r y.  Re f ine r y c apa c it y  is  in c r ea se d ,  t he r e fo r e ,  by e xpa ns io n  

o f e x is t ing  fa c i l it ie s .  T h is  e xp a ns io n in vo lve d  t he  co ns t r uc t io n o f  

o per a t io n fa c i l i t ie s  t ha t  d id  no t  ex is t  whe n t he  r e f ine r y w as  bu i lt  

dec ade s  ago .  

 

E ac h r e f ine r  in s t a l ls  t he  ne w e qu ip me nt  a cco r d ing  t o  cap it a l  

r e s t r a int s  a nd  mar k e t  r equ ir e me nt s .  O nce  a  r e f ine r  d ec id e s  o n  w ha t  

t ype  o f u n i t  t o  bu i ld ,  t he r e  a r e  nu me r o us  d if fe r e nt  t echno lo g ie s  a nd  

ma nu fa c t u r e r s  f r o m w hic h  t o  cho o se .  Al l  ac co mp l is h  t he  s a me  ba s ic  
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r e f ine r y fu nc t io n bu t  w i l l  ha ve  s l ig h t ly d i f fe r e nt  c har a c t e r is t ic s .  I n  

o t he r  wo r ds ,  a l l  r e f ine r ie s  a r e  u n iqu e  a nd  o ne  ca nno t  bu i ld  id e nt ica l  

in s t a l la t io ns  w h ic h g ive  o u t  t he  e xa c t  sa me  p r o duc t s .  Ho we ver  t he  

go a l o f e ac h a nd  e ver y r e f ine r y r e ma ins  t he  sa me :  o p t imiz e  t he  

co nver s io n c ap ac it y.  T her e fo r e ,  t he  i dea  is  v ia  c he mis t r y t r ick s  t o  

ma x imiz e  t he  p r o duc t io n o f h ig her  p r ic ed  t r a nspo r t a t io n fue l  o u t pu t  

f r o m lo wer  p r ic ed  hea vy c r ud e  inpu t .     

 

T o  t h is  eq ua t io n d e sc r ibe d  a bo ve  a nd  o nc e  t he  u n iqu e ne s s  o f  

eac h r e f ine r y is  t ake n fo r  g r a nt ed ,  o ne  s ho u ld  no t  o ver lo o k  t he  bas ic  

ing r ed ie nt ,  t he  c r u de  a nd  e ver y c r u de  o i l i s  u n iq ue  a s  we l l .  B eca us e  o f  

t he  a lmo s t  in f in it e  va r ie t y  o f h ydr o ca r bo n co mpo u nds  t ha t  ma ke  u p  a  

c r ude  o i l ,  e ac h c r ude  o i l  i s  u n iq ue .  T he  u n iq ue ne ss  e xt e nd s  t o  it s  

ph ys ica l c ha r ac t e r is t ic s  –  g r a v it y ,  su l f u r ,  po ur  po int  e t c .  –  and  t o  t he  

vo lu me a nd  qu a l it y  o f p r o duc t s  p r o duc ed  w he n it  i s  r e f ined .  

 

C he mis t r y a nd  de ma nd  fo r  ce r t a in  p r o duc t s  a r e  t he  t wo  ma in  

co e ff ic ie nt s  w h ic h  d e t e r mine  t he  o u t pu t  o f t he  r e f ine r y t o  mee t  w it h  

t he  ma r ke t ’ s  r equ ir e me nt s .  Fo r  in s t a nc e ,  in  co ld e r  c l ima t es ,  t he  

r e f ine r ie s  ha ve  h ig her  r eq u ir e me nt s  fo r  he a t ing  o i l  t ha n  t ho s e  in  

t e mper a t e  a r ea s .  Se aso na l va r ia t io ns ,  geo gr ap h ic  a nd  e nv ir o nme nt a l  

va r ia t io ns  bu t  e ve n  s imp le  co nt r ac t u a l  ag r e e me nt s  c a n mo d i f y t he  

o u t put  o f t he  p r o ces s .  

 

T o  a l l  t he  a bo ve  lo c a l  o r  pa r t icu la r  c har ac t e r is t ic s  o f  a  r e f ine r y  

p r o jec t ing  t he  ne ed s  o f  t he  r e le va nt  a r ea  o u r  a na lys is  s ho u ld  no t  pu t  

a s id e  t he  mo ve me nt  o f t he  mar k e t  in  a  g lo ba l  le ve l .  Mar ke t s  do  no t  

o per a t e  ind epe nde nt ly ,  e ve n mo r e  w it h c r ud e  w h ic h  c a n e as i l y  be  

t r ans po r t ed  in  e ver y r e f ine r y o f t he  wo r ld .  T he  c r ud e  w i l l  f i na l ly  be  

so ld  t o  t he  mar k e t  w it h t he  h ig he s t  r e t u r n a nd  t he  co mpet it io n w i l l  

a f fe c t  t he  p r ic e s .  I nt e r na t io na l  mar ke t s  suc h as  t he  c r ude  o i l  mar k e t  

a r e  int e r r e la t e d  a nd  t he  r e la t io ns h ips  do  no t  ex is t  o n ly w it h i n  

geo gr ap h ic  a r ea s .  C ha ng e s  in  o ne  a r ea  ma y p us h c ha nge s  t o  o t he r  

a r ea s ,  e ve n t ho ug h t he r e  s ee ms  t o  be  no  d ir ec t  co nne c t io n be t wee n  

t he m I f  t he  d e ma nd  fo r  sw ee t  c r ud e  o i l  inc r ea se s  in  E ur o pe ,  it  w i l l  
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a ffe c t  t he  p r ic e  o f  s we e t  c r ude  o i l  e ve r yw her e ,  c au s ing  o t he r  ma r ke t s  

t o  r eac t .  T he  sw ee t / so u r  c r u de  o i l  sp r ead  in  t he  US  is  a f fe c t ed ,  w h ic h  

ma y c ha nge  w ha t  c r ud es  in  t he  US  w i l l  p r o ce s s .  T h is  “ r e se t s”  t he  

swe e t / so u r  sp r e ad .  E ac h o f t he  a r ea s  has  a  co nce nt r a t io n o f r e f ine r ie s ,  

w h ic h is  t he  mar ke t  fo r  c r ude  o i l.  E a c h is  d i f fe r e nt  in  r eq u ir e me nt s ,  

it s  l im it a t io ns  a nd  it s  va r ia b le s .  

 

1 . 6  CRUD E O IL SU P PL Y AN D DEM AND CH AI N 

 

1 . 6 . 1  No rma l  M a rket  Supp ly  M a rket s  

 

•  We st  Afr ic a  t o  t he  US A 

•  Fo r mer  So v ie t  U n io n t o  No r t hwe s t  E ur o pe  

•  No r t h Afr ic a  t o  t he  Me d it e r r a ne a n 

•  M idd le  E a s t  t o  Japa n 

•  So u t h As ia  t o  No r t h As ia  

 

 

So me supp ly p a t t e r ns  ma k e  e co no mic  a nd  lo g is t ic s  se ns e .  T he  

s ho r t e r  t he  d is t a nc e  f r o m c r u de  o i l  p r o duc t io n t o  mar k e t ,  t he  lo wer  t he  

t r ans po r t a t io n co s t ,  t he r e fo r e  t he  h ig h er  t he  ne t  r e ve nu e .  Ot her  t r ad ing  

pa t t e r ns  a r e  t he  r es u lt  o f  t he  mar k e t  r equ ir e me nt s .  Fo r  in s t a nce  t he  

U n it e d  S t a t es  is  t he  la r ge s t  co nsu mer  o f  mo t o r  gaso l ine  in  t he  wo r ld .  

We s t  Afr ic a n c r ud e  o i l  a r e  e xce l le nt  mo t o r  gaso l ine  p r o ducer s .   
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I n  t he  sa me  se nse  o f eco no mic  a nd  lo g is t ic s  s e nse  t he r e  a r e  a lso  

s t a ndar d  mar k e t  r o u t es  fo r  ce r t a in  t ype  o f  ve s se l  t o / fr o m ce r t a in  a r ea s .  

T he s e  d is t inc t io ns  ma r k  a  l ing ua  f r a nca  be t wee n t he  pa r t ie s  invo lved  

in  t e r ms  o f  s ize  o f ve ss e l ,  vo yag e  s he  ha s  p e r fo r m,  t yp e  o f  c a r go  s he  

is  ca r r y ing  e t c .  T he  in it ia l  d is t inc t io n  is  be t wee n T a nk er  C le a n r o u t es  

( T C)  a nd  T a nker  D ir t y r o u t es  ( T D) .  B a s is  upo n t h is ,  w e  c a n d e f ine  t he  

s iz e  o f t he  ve ss e l  he r  t r ad ing  a r e as  a nd  f ina l ly  t he  t ype  o f ca r go  she  

ca r r ie s  o n bo ar d .  Al l  t he  a bo ve  is  in fo r mat io n o f  u t t e r  impo r t ance  as  i t  

de f ine s  t he  r u nn ing  co s t  o f t he  ve s se l  a nd  he r  a ver ag e  f r e ig ht  fo r  he r  

se c t o r .   

 

Rout e  Sect o r  Phy s i c a l  T rade  R out e  Ca rg o  

T C1 Lar g e  R a ng e  

Pa na ma x  

T anker  

Ar a b ia n Gu l f  –  J apa n ( Ra s  

T anur a  –  C h iba)  

C le a n P r o duc t s  

T C2  Med iu m 

Ra nge  

P r o duc t  

T anker  

Co nt ine nt  –  US A Co a s t  

( Ro t t e r da m –  P h i la d e lp h ia   

Gaso l ine ,  

nap ht ha ,  g a s  

o i l,  je t  fue l  

T D3  VL CC Ar a b ia n Gu l f  –  J apa n ( Ra s  

T anur a  –  C h iba)  

D ir t y P r o du c t ,  

u su a l ly  no n  

hea t  c r ude  

T C4  Med iu m 

Ra nge  

P r o duc t  

T anker  

S ingapo r e  –  C h iba  Gaso l ine ,  

nap ht ha ,  g a s  

o i l,  je t  fue l  

T D5  Suez ma x  We st  Afr ic a  –  US A Co a s t  

( Bo nny –  P h i lad e lp h ia )  

Cr ude  

T C6  Med iu m 

Ra nge  

P r o duc t  

T anker  

Sk ikda  –  La ver a  C le a n P r o duc t s  
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Rout e  Sect o r  Phy s i c a l  T rade  R out e  Ca rg o  

T D7 Afr a ma x No r t h Sea  –  Co nt ine nt  

( Su l lo m Vo e  –  

W ihe lms ha ve n)  

D ir t y  P r o duc t s  

T D8  Afr a ma x Kuwa it  –  S ing apo r e  D ir t y  P r o duc t s  

T D9  Afr a ma x Car ibs  –  US  Gu l f   ( Pu er t o  

la  Cr uz  –  Co r pus  C hr is t i )  

D ir t y  P r o duc t s  

T D12  Pa na ma x  Co nt ine nt  –  US  Gu l f  

( Ant wer p  –  Ho us t o n)  

D ir t y  P r o duc t s  

 

 

 

1 . 6 . 2  C rude  Oi l  M a rket ’ s  M aj o r P lay e rs  

 

1 . 6 . 2 . 1  The  Se ven  S i s t e rs  

 

T he  s e ve n ma jo r  i nt e r na t io na l  p e t r o le u m co mpa n ie s  ( t he  “se ve n  

s is t e r s” :  E xxo n,  Mo bi l ,  C he vr o n,  BP ,  She l l ,  T e xaco  a nd  G u l f )  t ha t  

do mina t ed  t he  ind us t r y in  t he  pa s t  a r e  g r adu a l ly  lo o s ing  so me  o f t he ir  

in f lu e nce  t o  OPE C and  o f co ur se  t o  t r ader s  a nd  spe cu la t o r s .  U nt i l  ΠΑ
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1973 1,  t he  se ve n s is t e r s  w er e  t he  ma jo r  bu ye r s  o f t r a ns po r t  se r v ic e s  o f  

t he  t a nk er  o per a t ing  s h ip p ing  co mpa n ie s ,  t ak ing  ad va nt age  o f t he ir  

po s it io n  a s  t he  ma jo r  p la yer  o f t he  ma r ke t  in  bo t h t he  co mmo d it y a nd  

t he  de ma nd  fo r  o cea n t r a nspo r t a t io n.  T ho ug h no t h ing  wa s  e ver  

o f f ic ia l l y  co nf i r me d ,  t he ir  co mmo n p r ac t ice  a nd  po l ic y c a n le ad  us  t o  

t he  fa i r l y  acc u r a t e  a ssu mpt io n t ha t  t he r e  s ho u ld  ha ve  bee n so me k ind  

o f u nd er s t a nd ing  be t we e n t he m in  o r de r  t o  ma x imiz e  t he ir  p r o f it s  fr o m 

t he ir  po s it io n in  t he  mar k e t .  V ia  t he ir  lo ng- t e r m c har t e r  e ng ag e me nt s ,  

t he y ha ve  ma nag ed  t o  ma in t a in  t he  t ra ns po r t at io n co s t s  mo r e  o r  le s s  

s t ead y a nd  lo w,  ho we ver  in  p e r io d s  o f  sudd e n r a is e  o f o i l de ma nd ,  t he  

c har t e r  r a t es  ca n  go  sk y r o ck e t .  T h is  de ve lo p me nt  ho we ver  do e s  no t  

e f fe c t  t he ir  p r o f i t s  a s  t he  c har t e r  r a is e  is  s imp ly a  r e su lt  fo r  t he  h ig her  

de ma nd  fo r  o i l ,  w ho s e  p r ic e  is  r a is e d  as  we l l  s inc e  d e ma nd  fo r  o c ea n  

t r ans po r t a t io n is  de r iva t ive  d e ma nd  t o  t he  co mmo d it y’ s  r a is ed  d e ma nd ,  

so  t he  mar g ins  a r e  s t i l l  h ig h.  I n  t he  p as t 2,  t hes e  ma jo r  o i l co mp a n ie s  

use d  t o  a lso  ha ve  s t r o ng  o cea n t r ans po r t at io n dep ar t me nt s  o per a t ing  

t ank er s  pa r t l y  so  t ha t  t he y wo u ld  p r o f i t  fr o m t ha t  luc r a t ive  bu s ine ss  a s  

we l l  a nd  o f co ur se  t o  ma in t a in  t he ir  lo g is t ic s  supp ly c ha i n  

ind ep e nd e nt  ( an es t ima t ed  33%  o f t he  wo r ld ’ s  t anker  c apa c it y  w a s  

o wne d  by t he  7  s is t e r s ) .  I n  t he  pa s t  d eca de  t h is  t e nde nc y ha s  c ha nge d  

due  t o  t he  au g me nt ed  c a r r ie r ’ s  r e spo ns ib i l it ie s  in  t e r ms  o f  

e nv ir o n me nt a l  p r o t ec t io n me a su r e s  (  new I MO r eg u la t io ns  t ha t  ma y  

a lso  inc lu de  c r imina l  l ia b i l it y  fo r  t he  c r e w)   bu t  a lso  due  t o  t he  

co ns ide r a b le  a mo u nt s  o f mo ne y r eq u ir ed  t o  inves t  in  t a nk er  f le e t  

bu i ld ing  a nd  ma int a in ing .  T he y t e nd  to  p r e fe r  inve s t ing  in  r e se a r c h  

a nd  de ve lo p me nt  o f t he ir  co r e  bus in es s  a nd  co nve y suc h  co s t s  a nd  

r espo ns ib i l it ie s  t o  t ank er  o per a t o r s .  T he  mar k e t  is  a lso  r e - s happ ed  

s inc e  t he  f i r s t  ma jo r  o i l  c r is is  in  1973  a nd  t he ir  r o le  is  no w r es t r ic t ed  

due  t o  OPE C.  T he  o ld  p a t t e r n o f “ f ixe d  p r ic e”  t r a nsa c t io ns  w her e  bo t h  

pa r t ie s  ag r e ed  t o  a  p r ic e  w h ic h  r e ma ine d  t he  sa me  r egar d le s s  t he  

c ha nge s  i n  t he  ma r ke t  co nd it io n is  l o ng  go ne .  At  t ha t  t ime ,  p r ic es  

wer e  fa r  le s s  vo la t i le  a nd  a l l  pa r t ie s  w er e  w i l l i ng  t o  accep t  s ma l l  p r ic e  

                                                        
1 Ελ. Γεωργαντόπουλος. Γ.Π. Βλάχος. Ναυτιλιακή Οικονομική, Τζέι & Τζέι Ελλάς, Πειραιάς 2003, σελ. 453-
454 
2 Κ. Γκιζιάκης. Α. Ι. Παπαδόπουλος. Ε. Η. Πλωμαρίτου. Εισαγωγή στις Ναυλώσεις, Εκδόσεις Σταμούλης, 
Αθήνα 2002, σελ. 66-69 
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mo ve me nt s ,  bo t h fa vo r a b le  a nd  u n fa vo r a b le ,  a s  p a r t  o f t he ir  do ing  

bu s ine ss .  T he se  f ixe d  co nt r ac t s  in  t he  e nd  o f  t he  d a y be ca me  t o o  r isk y  

bec au se  t he y co u ld n’ t  r e f le c t  t he  r a p id  c ha ng es  in  t he  mar ke t ,  t he  o i l  

p r o duc ing  co mpa n ie s  a r e  no w we l l  awa r e  o f t he ir  po wer  o f nego t ia t io n  

a nd  OPE C is  no w t he  ma jo r  p la yer  s inc e  it  i s  t he  fa c t o r  mo der a t ing  t he  

o i l p r o duc t io n.  

 

1 . 6 . 2 . 2 .  Organ i za t ion  o f  t he  Pet ro l eum E xpo rt ing  Co mp anie s 3 -  

OP EC 

 

 T he  Or ga n iz a t io n o f  t he  P e t r o leu m E xpo r t ing  Co u nt r ie s  is  a  

pe r ma ne nt ,  int e r go ver nme nt a l  o r ga n iza t io n c r e a t ed  a t  t he  B ag hdad  

Co nfe r e nc e  i n  19 60  b y I r a n,  I r aq ,  Kuwa it ,  Sa ud i  Ar a b ia  a nd  

Ve ne zu e la .  O ver  t he  yea r s  o t he r  f r e s h  me mber s  jo ined  :  Qa t a r  (  1961  

) ,  I ndo ne s ia  (  1962  ) ,  So c ia l is t  Peo p le ’s  L ib ya n  Ar a b  J a ma h ir iya  (  

1962) ,  U n i t ed  Ar a b E mir a t es  (  1 967  ) ,  A lg er ia  (  196 9  ) ,  N ig er ia  (  

1971) ,  E cua do r  (  1973  –  1992  ) ,  Ga bo n (  19 75  –  199 4  )  a nd  Ango la  (  

2007) .  T he  s co pe  o f t h is  o r ga n iz a t io n is  t o  co -o r d ina t e  a nd  u n if ie s  

pe t r o leu m po l ic ie s  a mo ng  t he  me mbe r  co unt r ie s  in  o r de r  t o  secu r e  a  

fa i r  r e t u r n o n c ap it a l o n t ho se  in ve s t ing  in  t he  ind us t r y,  a n e f f ic ie nt ,  

eco no mic  a nd  r egu la r  sup p ly o f t he  c o nsu ming  na t io ns  a nd  a bo ve  a l l  

se cu r e  fa i r  a nd  s t a b le  p r ic es  fo r  t he  p e t r o le u m p r o du cer s ,  t he ir  ma jo r  

co nc er n.   

 

Aft e r  a s se r t ing  t he  me mber  co u nt r ie s ’  le g it ima t e  r ig ht s  a s  

p r o duc ing  co u nt r ie s  a ga ins t  t he  7  S is t e r s ’  mu l t ina t io na l co r po r a t io ns  

po l ic ie s  t he y t o o k  so me s e r io u s  a c t io n du r ing  t he  1 970 .  T he  f i r s t  

ma jo r  o i l  c r is is  in  19 73  wa s  t r ig ger e d  by t he  Ar a b O i l  e mbar go  a nd  t he  

o i l p r ice s  f r o m 2 , 50  US D per  ba r r e l  c lo s ed  t o  an a ma z ing  11 , 5 0  USD  

per  ba r r e l  in  1 974 .  T he  s eco nd  ma jo r  c r is is  o f 1 979  co inc id ed  w it h t he  

I r an ia n Re vo lu t io n a nd  o i l  f le w t o  a  r e mar ka b le  36 , 0 0  USD/ bar r e l .  

W it h in  t he  ne xt  de cad es  war s  a nd  o t he r  po l i t ic a l e ve nt s  ca us ed  s e ver a l  

f lu c t ua t io ns  i n  t he  o i l  p r ic e s  s imp ly p r o v ing  t he  mar k e t ’ s  vo la t i l i t y  

a nd  OPE C ’s  d ec is io n t o  mo d i f y p r o d uc t io n had  a  lo t  t o  do  wit h t he  
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mar ke t ’ s  mo ve me nt s  bec au se  it  a l l  c o me s  t o  a  mo no po ly mo d i f y ing  

p r o duc t io n a nd  t he r e fo r e  se t t ing  t he  ne w p r ice  fo r  t he  co mmo d it y.  

 

Fo r  t he  s h ip p ing  ind us t r y in  g e ner a l,  t he  e f fe c t s  ha ve  t wo  

d ime ns io ns .  F ir s t  o f a l l ,  co ns id e r in g  t he  de ma nd  fo r  t anker s  is  

de r iva t ive  t o  t he  de ma nd  fo r  o i l ,  t he  mar ke t  p la yer s  w er e  c ha nge d ,  t he  

ma jo r  p la yer  wa s  no w t he  o i l p r o duc ing  co u nt r ie s ,  t he  o i l ma jo r  

co mp a n ie s  wer e  no w c har t e r ing  ve ss e ls  f r o m t he  ma jo r  t a nk er  

o per a t o r s  who  bu i ld  a nd  ma int a ine d  t he ir  f le e t  a s  pe r  t he  ne w s t r ic t  

I MO r e gu la t io ns .  O n t he  o t he r  ha nd  a n d  as  a  co ns equ e nc e  e f fe c t ing  t he  

s h ip p ing  indu s t r y in  ge ner a l ,  mar ine  fu e ls ’  co s t  ca n no  lo nger  be  

es t ima t ed  a nd  t ha t  co s t  r ep r e se nt s  a lmo s t  70%  o f t he  ve s se l’ s  

o per a t ing  co s t .  

 

1 . 7  C rude  Oi l  P r i c ing  

  

T he  in t r o duc t io n o f He a t ing  O i l ,  Mo to r  Gaso l ine  a nd  Cr ud e  O i l  

Fu t u r e s  co nt r ac t s  c ha nge d  t he  wa y p e t r o leu m wa s  t r aded  fo r e ver .  T he  

ea se  o f t r ad ing  e ner g y fu t u r es  a l lo w s  mo r e  pa r t ic ip a t io n by t r ader s ,  

spe cu la t o r s  a nd  fu nd  ma nag er s .  T he se  co mp a n ie s  br o ug ht  t r ad ing  

e xper ie nc e  f r o m o t he r  co mmo d it ie s ,  int r o duc ing  t he  co ncep t  o f  

t echn ic a l t r ad ing  t o  t he  pe t r o leu m ind us t r y.  OPE C be ca me a  mo r e  

co he s ive  o r ga n iz a t io n t ak ing  a  mo r e  p r o ac t ive  r o le  i n  t he  p r ic ing  o f  

t he ir  na t u r a l  r e so ur ce s .  Fo r  t he  f i r s t  t ime ,  t he  M id d le  E as t e r n me mber s  

use  c r u de  o i l  a s  a  po l i t ic a l  w ea po n,  w it hho ld ing  su pp l ie s  t o  in f lue nc e  

fo r e ig n po l ic y o f co nsu ming  co unt r ie s .   

 

T he  c r ude  o i l p r ic ing  is  bas ed  upo n t he  be nc hma r k  c r ud e  o i ls .  

W it h mo r e  t ha n  300  ind iv idu a l  c r ud e  o i l  g r ad es  be ing  t r ad ed  o n a  

r egu la r  ba s is ,  it  be ca me  inc r e as ing ly d if f ic u lt  t o  kno w t he  d a i ly  p r ic e  

o f e ac h o f t hes e  c r ud e  o i ls .  Add ing  t o  t he  d if f ic u lt y wa s  t he  fa c t  t ha t  

so me  o f t he se  c r u de s  d id  no t  t r ade  e ve r y d a y.   

 

                                                                                                                                                                          
3 OPEC, retrieved on August 06 2007 from www.opec.org/aboutus/history/history.htm 
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E xa mp le s  o f B e nc h mar k  Cr ud es :   

•  T ap is  

•  We st  T exa s  I nt e r med ia t e  

•  Br e nt  

•  B FO (  Br e nt / Fo r t ie s /O se ber g )  

•  Ur a ls  

•  L ig ht  Lu is ia na  S wee t  

•  Du ba i  /  O ma n 

•  Bo nn y L ig ht  

 

Loc at ion  Nam e Qua li t y  

   

E ur o pe ,  No r t h Sea  Br e nt  B le nd  L ig ht  Swe e t  

E ur o pe ,  No r t h Sea  B FO L ig ht  Swe e t  

US ,  M id- Co nt ine nt  WT I  L ig ht  Swe e t  

US ,  M id  – Co nt ine nt  WT S L ig ht  So ur  

US ,  Gu l f Co as t  L LS  L ig ht  Swe e t  

We st  Afr ic a  Bo nn y L ig ht  L ig ht  Swe e t  

Ar a b ia n  Gu l f  Du ba i / O ma n  L ig ht  So ur  

Far  E a s t  T ap is  L ig ht  Swe e t  

Ru ss ia   Ur a ls  Hea v y So ur  

   

 

1 . 7 . 1  C rude  Oi l  P r i c ing  Te chn ique s  

 

A.  Fo r mu la  p r ic e :  Cr ud e  O i l  p r ic ing  is  u s ua l  do ne  v ia  a  fo r mu la  p r ic e .  

A mat he mat ic a l  fo r mu la  is  u se d  t o  p r ice  so me o f t he  wo r ld ’s  c r ud e  

o i ls  co nt a in ing  o t he r  c r ude s ,  r e f ined  p r o duc t s ,  a nd  /  o r  a  

co mbina t io n o f bo t h.   

B .  Ho we ver  t he r e  a r e  o t he r  c r ud es ,  mo s t ly  t he  o ne s  w h ic h  a r e  d i f f icu lt  

t o  mar ke t ,  w ho se  p r ic e  is  t he  ne t ba ck  p r ic e  w her e  p r ic ing  is  bas ed  

upo n t he  p r ic e  o f  t he  f i n is hed  p r o duc t s  mad e  fo r m t he  r e f ined  c r u de  

le s s  t he  co s t .    
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Cr ude  o i l  p r ic ing  is  bas ed  e it he r  u po n t e r ms  co nt r ac t s  o r  a t  s po t  

co nt r ac t s  

 

1 . 7 . 2  Te rm C ont ra ct s  

 

I nt e r na t io na l c r ud e  is  de a lt  fo r  1  yea r  o r  mo r e ,  wh i le  US  c r ud e  

o n ly fo r  3  mo nt hs  o r  mo r e .  T he  de a ls  kee p  go ing  u nt i l  t he  o ne  o f  t he  

pa r t ie s  w a nt s  t o  s to p  w it h a  90  d a ys  no t ice  o f co ur se .  T he  ac t ua l  

p r ic ing  me c ha n is m ca n be  ba s ed  o n f o r mu la  t ha t  inc lud e s  a  p r e miu m 

o r  d is co unt  t o  a  be nc hmar k  c r u de  sp o t  p r ic e  o r  o n a  f lo a t ing  p r ic e  

( po s t ing )  p lu s  p r e miu m o r  d is co u nt .  T he  t e r m mar k e t  co mpr is es  o n ly  

appr o x imat e ly 10%  o f t r ansac t io n vo lu me,  bu t  go ver ns  ap pr o x imat e ly  

ha l f o f t he  wo r ld ’s  p h ys ic a l c r ud e  o i l .   

 

1 . 7 . 3  Spot  Cont ra ct s  

 

Spo t  t r ans ac t io ns  a r e ,  o bv io u s ly,  s ho r t  t e r ms  t r a nsa c t io ns  in  t h i s  

pa r t ic u la r  i ndu s t r y s ho r t  t e r ms  imp l i es  a  du r a t io n  o f up  t o  o n ly 1  

mo nt h.  I t  u su a l ly  invo lve s  1  c a r go  /  ba t ch in  t he  i nt e r na t io na l  ma r ke t ,  

w h i le  in  t he  U S  t he  vo lu me ma y co nce r n va r y.  T he  p r ic e  a lso  va r ie s ,  it  

ca n be  f ixe d  o r  f lo a t ing .  T he  s po t  mar ke t  co mpr is e s  a bo u t  ha l f  o f t he  

wo r ld ’s  p h ys ic a l  mo ve me nt s  o f  c r ud e  o i l  bu t  a ppr o x imat e ly 90%  o f  it s  

t r ans ac t io n vo lu me.   
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1 . 8 . The  D e riv at ive s  M a rket  :  a t  wh i c h  ma rket s  t h ey  a re  t rad ed  

 

1 . 8 . 1 .  Lead ing  De r ivat iv e s  M arket  f o r Oi l  De r ivat iv e s  

 

T her e  a r e  d e r iva t ive s  mar ke t s  t hr o ug ho u t  t he  wo r ld  w h ic h t r ad e  

o i l fo r war d  co nt r ac t s ,  ho we ver  t he  lea d ing  o nes  a r e  t he  N YME X a t  

New Yo r k  a nd  I CE  a t  Lo ndo n,  t ho ug h o i l de r iva t ive s  a r e  a lso  t r aded  a t  

S ingapo r e  a nd  a t  o t he r  mar k e t s  a s  w e l l .   

 

1 . 8 . 2 .  New Yo rk M e rcant i le  E xchan g e  –  NYM EX 

 

T he  New Yo r k  Mer c a nt i le  E xc ha ng e  I nc .  i s  t he  wo r ld ’ s  la r ge s t  

ph ys ica l  co mmo d it y fu t u r es  e xc ha ng e  a nd  t he  p r e - e mine nt  t r ad ing  

fo r u m fo r  e ner g y a nd  p r ec io u s  met a l s .  T he  E xc ha ng e  ha s  s t oo d  fo r  

mar ke t  int eg r it y  a nd  p r ic e  t r a nspar e nc y fo r  mo r e  t ha n  13 0  ye ar s .  

T r ans ac t io ns  e xe cu t ed  o n t he  E xc ha ng e  a vo id  t he  r isk  o f co u nt e r pa r t y  

de fau l t  bec au se  t he  E xc ha ng e  c le a r ing ho us e  a c t s  a s  t he  co u nt e r pa r t y t o  

e ver y t r ad e .  T r ad ing  is  co ndu c t ed  t hr o ug h t wo  d iv is io ns :  t he  NY ME X  

D iv is io n,  ho me t o  t he  e ner g y,  p la t inu m a nd  pa l la d iu m ma r k e t s  a nd  t he  

CO ME X D iv is io n,  o n w h ic h  a l l  t he  o t he r  met a ls  t r ade .  

 

T he  E xc ha ng e  p io neer ed  t he  d e ve lo p me nt  o f e ner g y fu t u r es  a nd  

o p t io ns  co nt r ac t s  26  ye a r s  ago  a s  mea n s  o f br ing ing  p r ic e  t r a ns par e nc y  

a nd  r is k  ma nag e me nt  t o  t h is  v it a l  ma r ke t .  T he  w id e  a r r a y o f  t r ad ing  

mar ke t s  p r o v id ed  by t he  E xc ha nge  inc lude  fu t u r e s  a nd  o p t io ns  

co nt r ac t s  fo r  c r ud e  o i l ,  ga so l ine ,  hea t ing  o i l ,  na t u r a l  g a s ,  e le c t r ic it y ,  

go ld ,  s i l ve r ,  co pper ,  a lu min iu m a nd  p la t inu m;  fu t u r es  co nt r ac t s  fo r  

co a l,  p r o pa ne ,  a nd  pa l la d iu m a nd  o p t io ns   co nt r ac t s  o n t he  p r ic e  

d if fe r e nt ia ls  be t wee n c r ud e  o i l a nd  g as o l ine ,  c r ud e  o i l  a nd  hea t ing  o i l ,  

Br e nt  a nd  We st  T e xa s  I nt e r me d ia t e  c r ude  o i l ,  a nd  va r io u s  fu t u r e s  

co nt r ac t  mo nt hs  (  ca le nd ar  sp r ead s)  fo r  l ig ht ,  sw ee t  c r ud e ;  Br e nt  

c r ude ;  g a so l ine ;  he a t ing  o i l  a nd  na t u r a l  g as .  
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1 . 8 . 3  In t e rcont in ent a l  E xchan ge  

 

T he  I nt e r co nt ine nt a l  e xc ha nge  o per a t es  t he  g lo ba l  e le c t r o n ic  

mar ke t  p lac e  fo r  t r ad ing  bo t h fu t u r e s  a nd  OT C e ner g y co nt r ac t s .  I CE  

o ffe r s  a  r a ng e  o f co nt r ac t s  ba se d  o n  c r ude  o i l  a nd  r e f ine d  p r o duc t s ,  

na t u r a l  ga s ,  po wer  a nd  e mis s io ns .  I C E  co ndu c t s  it s  fu t u r e s  mar k e t s  

t hr o ugh it s  r egu la t e d  Lo ndo n s u bs id ia r y,  I CE  Fu t u r e s ,  E ur o pe’s  

le ad ing  e ner g y e xc ha ng e .  I CE  Fu t u r e s  o f fe r s  l iq u id  mar k e t s  in  t he  

wo r ld ’s  le ad ing  o i l  be nc h mar k s :  Br e nt  Cr ude  Fu t u r e s  a nd  West  T e xa s  

I nt e r med ia t e  ( WT I ) ,  Cr ud e  Fu t u r es  a s  we l l  a s  t he  le ad ing  hea t ing  o i l  

fu t u r e s  co nt r ac t  b y t r ad ing  vo lu me .  

  

I CE  o ffe r s  e ner g y ma r ke t  pa r t ic ipa nt s  a  r a nge  o f be ne f i t s :   

 

Be nc hmar k  co nt r ac t s  

I CE  Fu t u r es  o f fe r s  l iq u id  mar k e t s  in  t he  wo r ld ’ s  le ad ing  o i l  

be nc h mar k s :  Br e nt  Cr ude  fu t u r es  a nd  We st  T exa s  I nt e r med ia t e  ( WT I )  

Cr ude  fu t u r es .  And ,  I CE  a lso  o per a t es  a  l iq u id  a nd  t r a ns par e nt  

mar ke t p la ce  fo r  t r ad ing  No r t h Ame r i ca  OT C na t u r a l  g a s  a nd  po wer  

p r o duc t s .  

 

I nd ep e nde nc e  

I CE  ad her es  t o  be s t  p r ac t ic es  in  co r por a t e  go ver na nce  in  o per a t ing  it s  

e ne r g y mar ke t p lac e .  I CE ’ s  Bo ar d  o f  D ir e c t o r s  is  ind epe nde nt  e ns u r ing  

t ha t  t he  Bo ar d  a c t s  imp ar t ia l l y  w he n mak ing  d ec is io ns  t ha t  a f fe c t  

o per a t io ns ,  mar k e t s  a nd  s har e ho lder s .  T o  fu r t he r  fa c i l it a t e  fa i r  t r ad ing  

p r ac t ice s ,  ne it he r  I CE  e mp lo ye e s  no r  it s  Bo ar d  p a r t ic ip a t e  in  e ner g y  

t r ad ing  ac t iv it ie s ,  t hu s  a vo id ing  po t ent ia l co n f l ic t s  o f int e r es t .  

 

No t  a l l  t r ad ing  is  do ne  t hr o ugh  a n  e xc ha nge .  T he  o ver  t he  

co unt e r  mar ke t  is  a n impo r t a nt  a lt e r na t ive  t o  exc ha nge s  a nd  has  

beco me la r g e r  in  t e r ms  o f t he  t o t a l vo lu me o f t r ad ing  t ha n e xc ha ng e  

t r aded  mar ke t 4.  Mo s t  o f t he  t ime s ,  it  co ns is t s  o f a  co mp ut e r  l i nked  

ne t wo r k  o f de a le r s  be t we e n t wo  f in a nc ia l  in s t it u t io ns  o r  be t wee n  
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f ina nc ia l  i n s t it u t io ns  a nd  t he ir  co r po ra t e  c l ie nt s .  T he  k e y is su e  o f t he  

o ver  t he  co u nt e r  mar k e t  is  t he  f le x ib i l it y  o f  t he  co nt r ac t s  t ha t  ca n  be  

t r aded :  t he y a r e  no t  s t andar d iz ed ,  t he y  a r e  cu s t o m mad e  t o  t he  c l ie nt s  

need s .  O n t he  o t he r  ha nd ,  t he r e  is  u s ua l ly  so me c r e d it  r is k .  

 

1 . 9  PRO DUC T T RAD ING VS CRU DE  TRAD IN G 

 

P r o duc t  t r ad ing  is  ac t ua l ly  mo r e  co mp le x t ha n  s imp le  c r ud e  o i l  

t r ad ing .  T he  ma in  r e aso n is  t he  la r g e  nu mber  o f  p r o duc t s  t ha t  de r ive  

f r o m c r ud e  o i l  d is t i l l ing .  I n  add it io n,  i n  p r o duc t  t r ad ing  qua l i t y  is s ue s  

a r e  mu c h  mo r e  c r it ic a l  t ha n in  c r ude  beca us e  a l l  d i f fe r e nt ia t io ns ,  e ve n  

t he  mino r  o ne s ,  a r e  o f u t t e r  impo r t ance .   T her e fo r e ,  p r o duc t  t r ader s  

mu s t  ha ve  a  b r o ader  sco pe  o f k no w ledg e  a nd  s ig n i f ic a nt ly  mo r e  

p r o fo u nd  t r a in ing .  

 

T he  d i f fe r e nt  qua l i t y  spe c i f ic a t io ns  o f  ea c h p r o duc t  s e t  a  fr a me  

o f co mp le x it y  a r o u nd  p r o duc t  t r ad ing .  T o  t h is  we  mu st  add  t he  e xt r a  

d i f f ic u lt ie s  o f  t he  s h ip p ing  s eg r eg a t io n a nd  t he  r e le va nt  co nt a mina t io n  

pe r i ls .  And  a s  i f  t he  a bo ve  wa s n’ t  e no ug h r e g io na l  q ua l it y  d i f fe r e nce s  

a lo ng  w it h se a so na l de ma nd  d i f fe r e nc es  s e t  a  puzz le  ve r y de ma nd ing  

to  so lve .  A  t r ader  in  t he  p r o duc t  t r ad ing  bu s ine s s  in it ia l l y  s ho u ld  be  

we l l  aw ar e  o f t he  d i f fe r e nc e s  in  t he  spe c i f ic a t io ns  a nd  mo r e  t ha n  

fa mi l ia r  w it h t he  o r d ina r y r e f ine r y  a nd  p e t r o che mic a l  o per a t io ns .  

Ho we ver ,  p r o ba b ly t he  mo s t  da ng er o us  po int  i s  t o  kno w t he  leg is la t ive  

r es t r ic t io ns  o f e ver y r eg io n in  o r der  t o  avo id  a n y k ind  o f p r o b le ms  

t ha t  w i l l  co s t  la r g e  a mo u nt s  o f mo ne y a nd  mo r t i f ic a t io n.  

 

T he  mo s t  po pu la r  p r o duc t s  t r aded  a r e :  mo t o r  gaso l ine  ( bo t h 

r egu la r  a nd  p r e miu m) ,  d ie se l  o i l / ga s  o i l,  ke r o s e ne ,  je t  fue l ,  r e s idu a l  

fu e l,  a sp ha lt ,  b it u me n.  T he  int e r med ia t e  s t o cks  t r aded  a r e :  nap ht ha ,  

ca t  u n it  c ha r g e  s t o ck ,  mo t o r  gaso l ine  b le nd ed  co mpo ne nt s ,  cu t t e r  

s t o cks ,  pe t r o che mic a l  fe ed  s t o cks .  

 

                                                                                                                                                                          
4 John C . Hull :Options, futures and other derivatives”, Prentice Hall International Editions, Toronto 2003: page 2 
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Chapt e r 2  

 B UNK ER TRA DI NG EM ER GE NCE AND D EV ELO PM E NT 

 

2 . 1  In t rodu ct ion  t o  bun ke r  t rad in g  

 

T he  bu nker  t r ad ing  bu s ine s s  is  a  t r ade  t ha t  wa s  no t  he r e  a  co up le  

o f d ec ade s  a go  und er  t he  fo r m a nd  s t r uc t u r e  we  k no w a bo u t  it  t o da y.  I t  

i s  a  t r ade  b lo o ming  ba s is  upo n  t he  in fo r mat io n ’ s  t ec hno lo g ie s  w h ic h  

e na b le  t he  t r ader s  pu t t ing  t o ge t he r  a  s e r v ic e  t ha t  co u ld  no t  be  o f fe r ed  

to  t he  in t e r e s t ed  p a r t ie s .  O f  co ur s e  t he  ne ed  fo r  p r o v is io ns  wa s  t he r e  

e ver  s inc e  e ng ine s  g a ve  mo v ing  po w er  t o  ves se l  a nd  t ho ug h  be fo r e  w e  

use d  t o  t a lk  a bo u t  co a l,  no w o i l  i s  t he  mat e r ia l  po int .  T he  nee d  t o  

supp ly t he  ve ss e l  w it h bu nk er s  u s ed  to  be  a n a ge nt ’ s  bu s ine s s  t o  

a t t end  t o  a lo ng  w it h  t he  r es t  o f  t he  p r o v is io ns  a nd  s t o r es  t he  ag e nt  

mo n it o r ed  o n be ha l f  o f t he  o w ne r s  o r  o per a t o r s  a s  pe r  t he ir  

in s t r u c t io ns .  D ur ing  t he  ves s e l’ s  ca r g o  o per a t io ns  o r  ju s t  t r ans it s  fo r  

p r o v is io ns  t he  ag e nt  a r r a nged  fo r  bu nker s  s upp l ie s  a s  pe r  t he  Ma s t e r  

r eque s t  eve n o n t he  spo t  so met ime s  a s  co mmu n ic a t io ns  w it h t he  ma in  

o f f ic e  wer e  no t  eas y.  T he  ag e nt  a pp l ied  t o  t he  lo ca l  s upp l ie r s ,  

co ns ide r ed  t he  a va i la b i l i t y  a nd  p r ic e  quo t a t io ns  g ive n  a nd  f i na l l y  

ma de  t he  mo s t  co nve n ie nt  a r r a nge me nt .  T ec hno lo g y w it h a l l  t he  

ad va nce d  co mmu n ic a t io ns  app l ic a t io ns  ma de  t h is  new  t r ade  e mer g e  

w her e  t he r e  wa s  no t  space  a nd  c r e a t ed  a  ne w ne t wo r k  o f mar ke t  

p la yer s  in  t he  f ie ld .  

 

No wada ys  t he  s it u a t io n is  co mp le t e ly  d if fe r e nt  s inc e  t he r e  a r e  

t hr ee  p a r t ie s  co r r e la t ing  in  t he  bu nk er s  pu r c ha se  
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2 . 2  Pu rcha se  D epa rt m ent  

 

T he  Pur c ha se  de par t me nt  is  t he  a c t ua l  gea r  s t ick  s e t t ing  t he  bu nk er  

t r ad ing  bu s ine s s  i n  mo t io n bec au se  it  c r ea t es  t he  de ma nd  fo r  bu nker s .  

T o  ge t  a  c le a r  p ic t u r e  o f  w ha t  it  co ns is t s ,  we  s ho u ld  a lwa ys  ba r e  in  

mind  a  few t h ing s  r egar d ing  t he  po s it io n a nd  ma in  int e r e s t  o f t he  

pe r so n ac t ua l ly  bu y ing  t he  bu nk er s  in  e ver y c a se :   

 

a .  T he  bu ye r  o f t he  bu nk er s  c a n be  e it he r  t he  s h ip - o w ner  o r  a  

c har t e r e r ,  depe nd ing  o n t he  t ype  o f c har t e r  und er  w h ic h t he  ve ss e l  

i s  o per a t ing  a s  o ne  ca n se e  in  t he  t a b le  be lo w s ho w ing  w ho  i s  

pa y ing  fo r  t he  bu nker s  :   

 

 Ship - owne r  Cha rt e re r  

Voy age  Cha r t er  Yes   

Time  C ha r t e r   Yes  

B areb oa t  C ha r t e r   Yes  

 

T he  a bo ve  t a b le  is  a  s imp l is t ic  o ne  ind ic a t ing  t he  ge ner a l  r u le ,  

ho we ver  i n  t he  s h ipp ing  bus ine s s  a nd  p r ac t ic e ,  t he r e  a r e  no  

l imit a t io ns  a s  t o  wha t  t he  de a ls  ca n  inc lud e  o r  no t .  T he  a bo ve  is  a  

ge ner a l  id ea  a nd  b y no  me a ns  l imit s  w ha t  k ind  o f a r r a ng e me nt s  ca n  

be  mad e  be t we e n t he  pa r t ie s  int e r es t ed .  T ho ug h bo t h o f t he m a r e  

mo s t ly i nt e r e s t ed  in  t he  bes t  p r ice  t he y ca n g e t ,  t he  ap pr o ac h is  

so met ime s  d i f fe r e nt .  T he  s h ip - o w ne r  mig ht  w a nt  t o  under t ak e  

vo yag e s  t o  ce r t a in  de s t ina t io n w her e  t he  bu nker s  a r e  c he ap  e . g .  

L ib ya  so  t ha t  he  ca n  ge t  be t t e r  p r o f it  mar g ins .  I f  a  c har t e r e r  t ho ug h  

has  o b l ig a t io ns  t o  fu l f i l l  o r  co nt r ac t s  t o  se r ve  he  c a nno t  make  suc h  

c ho ice s .  O n  t he  o t he r  ha nd ,  a  c har t e r e r  s ho u ld  ha ve  mo r e  t ha n  o ne  

ves s e l  t o  o per a t e  and  co ns equ e nt ly  c a n e xer c is e  vo lu me  po wer  t o  

h is  t r ader  w h i le  a  s ing le  ve s se l  o w ner  ca nno t .      

 

b .  T he  nu mbe r  o f t he  ve ss e ls  u nd er  t he  sa me  ma na ge me nt  is  a lwa ys  

impo r t ant  t o  co ns id e r  in  o r de r  t o  be t t e r  u nd er s t a nd  t he  po s it io n  o f  
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eac h  p la yer  in  t he  ma r ke t .  Fo r  e xa mp le ,  t he  b ig  co nt a ine r  ca r r ie r s  

l ik e  C M A- CG M gr o up  ha ve  ind ep e nd e nt  depar t me nt s  a iming  o n ly t o  

bu nker s  p r o cur e me nt  in  wo r ld  sca le .  T he y ha ve  s t r o ng  po s it io ns  in  

t he  mar ke t  a nd  d i f fe r e nt  t oo ls  t he y  ca n us e  t o  ensu r e  qua l i t y ,  

qua nt it y  a nd  co mpet it ive  p r ic e s .  Fo r  e xa mp le ,  t he y ca n  ha ve  a  

co nt r ac t  se cu r ing  qua l i t y  a nd  qu a nt it y  fo r  a  pa r t icu la r  po r t  l ik e  e . g .  

Go ia  T a ur o  wh ic h  t he y d is t r ibu t e  t o  t he ir  d i f fe r e nt  ve s se ls  c a l l i ng  

t ha t  po r t .  A s h ip - o w ner  o per a t ing  4 - 5  ves s e ls  in  t he  ge ner a l  a r e a  o f  

So u t h- E as t  As ia  ha s  t o  bu y bu nker s  f o r  ever y ve ss e l  se par a t e ly in  

e ver y d i f fe r e nt  po r t  and  ha s  a  w ea k  nego t ia t ing  po s it io n.  T ho ug h 

bo t h o f t he m a r e  mo s t ly  in t e r e s t ed  in  t he  be s t  p r ice  t he y ca n ge t ,  

t he  appr o a c h is  so me ho w d if fe r e nt .  

 

c .  T he  t ype  o f ves se ls  t ha t  a  co mp a ny is  o per a t ing  is  a lso  a n impo r t a nt  

fa c t o r  t o  co ns id e r  beca us e  t he  f r a me  i s  se t  d i f fe r e nt ly  fo r  t he  l ine r  

s h ip p ing  co mp a n ie s  w h i le  t he  s h ipp in g  co mp a n ie s  o per a t ing  t r a mp  

ves s e l  a r e  r u n  o n a  d i f fe r e nt  ba se .  A l i ne r  s h ip p ing  co mp a ny  

o per a t ing  r o - r o  ve ss e ls  o r  co nt a ine r  ves se ls  o r  e ve n a  c r u is e  

s h ip p ing  co mpa n y ma y p la n fa r  a hea d  t he ir  need s  fo r  bu nker s  a nd  

use  hedg ing  t oo ls  a nd  co nt r ac t s  t o  secu r e  p r ic e  a nd  a va i la b i l it y.  

Fe r r y co mp a n ie s  ha ve  us ed  co nt r ac t s  fo r  t he ir  bu nker s  p r o cur e me nt  

fo r  ma n y year s  no w a nd  t he y nego t ia t e  d ir e c t ly  w it h t he  p hys ic a l  

supp l ie r  r a t he r  v ia  t r ader s  be cau se  t he ir  po r t s  o f c a l l  a r e  r o t at ed .  

And  a ga in,  s h ipp ing  co mpa n ie s  o per a t ing  t r a mp  ves se ls  a l l  a r o und  

t he  wo r ld  a r e  a lso  po o r  in  he dg ing  t oo ls  o r  nego t ia t ing  p r o sp ec t s  

due  t o  t he  na t u r e  o f t he ir  t r ade .  

    

2 . 3  B unke r T rade rs   

 

A bu nk er  t r ader  is  a  s imp le  i nt e r me d ia r y in  be t wee n t he  p h ys ic a l  

supp l ie r  o f t he  bu nk er s  a nd  t he  c l ie nt  r eque s t ing  p r o duc t  ( s h ipo w ner  

o r  char t e r e r ,  t he  M as t e r  do es  no t  ge t  invo lve d  in  p lac ing  t he  o r der  

bec au se  t he  h is  p r inc ipa ls  ca n  e as i l y  mo n it o r  t he  ve s se l  a nd  a t t end  

ma n y o f t he  p r o b le ms  a r o us ing ,  no  mat t e r  ho w lo ng  t he  d is t a nce) .  

Bu nk er  t r ad ing  ho us e s  ma ke  p r o f it  i n  t he  mo s t  s imp le  w a y o ne  c a n  
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ima g ine ;  t he y bu y t he  p r o du c t  fr o m t he  p hys ic a l  sup p l ie r  ( o r  

so met ime s  a no t her  t r ader )  a nd  t he y se l l  t o  t he  c l ie nt  b y add ing  a  

p r e miu m t o  t he  bu y ing  p r ic e  p e r  met r ic  t o ne  bo ug ht .  T he y t r y  t o  ge t  

pa id  by t he  c l ie nt s  fa s t e r  t ha n t he y p a y t he  supp l ie r s  a nd  t ha t  is  ho w  

t he y ma k e  p r o f it .  T ho ug h s imp l is t ic  t he  p r o ce s s  ma y s ee m t he  r is ks  

a r e  by no  mea ns  t r iv ia l .  

 

T he  s h ip p ing  bus ine s s  by de fa u lt  r eq u ir e s  s ig n i f ic a nt  fu nd s  a nd  

co nseq ue nt ly s e r io u s  a mo u nt s  o f mo ne y a r e  a lw a ys  in  s t eak ,  t he  

bu nker s  co s t  i s  a  fu nd a me nt a l  o ne .  I n  add it io n,  t he  s h ipp ing  bu s ine s s  

has  be e n o per a t ing  in  a  g lo ba l  s ca l e  s ince  fo r e ver  e ve n t ho ug h  a  

g lo ba l  f r a mewo r k  do es  no t  app ly a nd  p r o ba b ly ca nno t  app ly.  T her e  a r e  

t ho usa nd  o f ve ss e ls  a l l  o ver  t he  wo r ld  r eque s t ing  bu nker s ,  o per a t ed  b y 

o ff - s ho r e  o r  ho ld ing  co mp a n ie s  t o o  fa r  awa y f r o m t he  t r ader .  I n  ca se  

so met h ing  go es  wr o ng ,  t oo  b ig  a mo u nt s  a r e  le ft  in  d e bt ,  t he  de bt o r s  

a r e  ha r d  t o  f i nd  a nd  t he  p r o ce dur e  o f  ge t t ing  p a id  ca n be  a  ha r d  a n  

co s t ly  o ne .  T he  ac t ua l  r is k  d e r ive s  f r o m t he  fa c t  t ha t  eac h  bu nker  

t r ad ing  co mpa n y bu ys  t he  p r o duc t  fo r  he r se l f  a nd  t he n  s e l ls  i t  t o  he r  

p r inc ip a l ,  so  s he  is  t he  o ne  in  d e bt  t o war ds  t he  p hys ic a l  supp l ie r .  I n  

o t he r  wo r ds  t he  r is k  o f do ing  bu s ines s  w it h  t he  wr o ng  p eo p le  is  

a lwa ys  t he r e  in  t he  bu nker  t r ad ing  bu s ine s s ,  a lo ng  w it h t he  b ig  

a mo u nt s  a nd  t he  b ig  p r o f it s .     

 

A  bu nker  t r ad ing  ho u se  is  a  o ne  s t o p  s ho p  fo r  t he  c l ie nt  

inq u ir ing  fo r  bu nker s  bec au se  he  ge t s  w ha t  he  need s  o n a  g lo ba l  ba s is  

t hr o ugh o ne  t r ader .  T he  bu nker  t r ad in g  ho us e s  ha ve  a  w id e  ne t wo r k  o f  

co nnec t io ns  w it h t he  p hys ic a l  s upp l i e r s  o n a  g lo ba l sc a le  a nd  c a n  

c he ck  p r o du c t  a va i la b i l i t y  a nd  p r ic e  i n d ica t io n ea s i l y .  T he y ha ve  t he ir  

c r ed it  l im it a t io n t o  eac h p h ys ic a l  s u pp l ie r ,  p e r so na l  co nt ac t  a nd  a  

so l id  r e la t io ns h ip  ba se d  upo n mut ua l  i nt e r e s t .  What  bu nk er  t r ader s  ca n  

bo o s t  o f is  t he ir  k no w le dge  o ver  t he  mar ke t .  Ba s is  upo n t he  ve s se l’ s  

it i ne r a r y t he y ca n p r o po se  w ha t  is  t he  mo s t  co s t  e f fe c t ive  so lu t io n fo r  

bu nker s ,  w her e  t he  be s t  qua l it y  c a n be  fo u nd ,  t he  e xac t  co nd it io ns  

( ba r ge  o r  ex- p ipe ,  o f f - r o ads  o r  w it h in  po r t  l im it s  e t c ) .  T he y se l l  

kno w le dg e  o f  t he  c i r cu mst a nce s  a lo ng  w it h a b i l i t y  t o  ge t  be t t e r  p r ice s  
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l ik e  a  w ho le sa le r .  O n t he  o t he r  ha nd  t he  bu ye r  ( s h ip - o w ner  o r  

c har t e r e r )  ha s  ves s e ls  go ing  a r o u nd  t he  wo r ld ,  e nd ing  up  in  p la c es  

t he y ha ve  p r o b le ms  w it h  t he  co mmun ic a t io n  o r  t he  lo c a l  co mmo n  

p r ac t ice .  T he y t u r n t o  t he  t r ader  t o  so lve  t he ir  bu nk er  p r o b le ms ,  f r o m 

w ho m t he y a lso  ha ve  c r ed it  a nd  c a n ea s i l y  co nt ac t .  T he y do  t h is  t o  

ma ke  t he ir  l i fe  ea s ie r  a nd  ha ve  so meo ne  t he y k no w ver y we l l  in  c as e  

so met h ing  go es  wr o ng  a nd  t he r e  is  a  d is pu t e ,  s inc e  mo s t  o f  t he  t r ader s  

o f fe r  t he ir  a d v is e  fo r  c la ims  o r  r e l a t ive  co nf l ic t s .  T he  fu nc t io ns  

me nt io ned  a bo ve  a r e  my no  me a ns  few  o r  eas y t o  a t t end  t o ,  so  bunker  

t r ad ing  is  a  po pu la r  s e r v ic e  p r o v id e d  w it h po ss ib i l it ie s  t o  fu r t he r  

g r o w.      

 

2 . 4 .  Phy s i ca l  Supp l i e rs  

 

T he  P h ys ic a l sup p l ie r  is  t he  co mpa ny ac t ua l ly  p e r fo r ming  t he  

de l ive r y o f t he  bu nk er s  w h ic h t he y d i s t i l la t e  in  t he  r e f ine r y o r  wh ic h  

s he  bu ys  f r o m t he  r e f ine r y a nd  s t o r es  in  o r de r  t o  se l l .  I n  o t he r  wo r ds ,  

in  o r de r  t o  be  na me d  a s  a  p hys ic a l  sup p l ie r  o ne  mus t  ha ve :  

a .  spe c ia l  l ic e nse  b y t he  lo c a l  go ver n me nt  t o  d is t i l la t e  o r  impo r t  o i l  

a nd  it s  p r o duc t s  

b .  Re f ine r y o r  s t o r ing  in s t a l la t io ns  co nt r o l led  by t he  lo ca l  c us t o ms 

c .  Bar g e ,  t r uck s  o r  je t t ie s  t o  p hys ic a l ly  pe r fo r m t he  d e l ive r y t o  t he  

ves s e l  

 

T he  bu nker  t r ader  bu ys  t he  bu nker s  fr o m t he  p hys ic a l su pp l ie r  fo r  

a nd  o n be ha l f  o f h is  p r inc ip a l  a nd  in  t he  na me  o f a  p a r t ic u la r  ve s se l .  

T he  p h ys ic a l  s upp l ie r  is  a lw a ys  ac co unt a b le  fo r  t he  qu a l it y ,  qua nt it y ,  

de la ys  a nd  o t he r  o per a t io na l  ma t t e r s  c lo se ly r e la t ed  t o  t he  de l ive r y.  

H is  t e r ms  a nd  co nd it io ns  a lw a ys  app ly r eg ar d ing  t he  b id ing  s a mp le s  

a nd  a c t ua l bu nk er ing  p r o ce s s  w h ic h  a r e  fo l lo w ed  dur ing  t he  d e l ive r y.  

 

Ph ys ic a l  su pp l ie r s  u su a l ly  do  no t  se l l  bu nker s  d i r ec t ly  t o  t he  

pu r c has e  d epar t me nt s  o f  t he  co mpa n ie s  s imp ly be ca us e  it  i s  r is k y.  T he  

bu nker  t r ad ing  ho us es  w h ic h  t he y wo r k  w it h ha ve  e s t ab l is hed  c r ed it  

l im it s  a nd  so l id  bus ine ss  r e la t io ns h ip s ,  t he y a r e  t he ir  s h ie ld  o f  
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pr o t ec t io n  a nd  v ia  t he  bu nker  t r ader s  t he y ca n  se l l  t he ir  lo c a l  bu nk er s  

t o  co mp a n ie s  o n wo r ldw id e  ba s is .  T he y ha ve  t he  co mmo d it y bu t  it  i s  

t o o  va lua b le  a nd  r is k y t o  se l l  it  t o  a nyo ne  w it ho u t  t he  nec es s a r y 

p r eca u t io ns .  T he  bu nker  t r ad ing  ho use s  p r o v id e  w it h suc h fo r  a  s ha r e  

o f p r o f it  so  it  i s  a  w in  w in  s i t ua t io n.   

   

 

2 . 5 .  B unke r B ro ke rs  

     

Ano t her  ca t ego r y s imi la r  t o  t he  bu nk er  t r ader s  a r e  t he  bu nker  

br o ker s ,  s l ig ht ly  d i f fe r e nt ia t ed  f r o m t he  bu nk er  t r ader s .  T he  bu nk er  

br o ker s  ac t  o n be ha l f o f t he ir  p r inc ipa ls ,  o wner s  o r  char t e r e r s ,  a nd  se e  

t o  mak e  a l l  t he  nece s sa r y a r r a ng e me nt s  fo r  t he  bu nker ing  ac t ing  o n  

t he ir  be ha l f.  T he ir  ac t ua l  p r o f it  i s  a  r ewar d  t he y ge t  fo r  e ac h  s t e m 

e it he r  a s  a  lu mp  su m a mo u nt  p e r  e ac h  s t e m e it he r  a s  a  p e r ce nt ag e  p e r  

eac h s t e m.  T he  mat e r ia l  po int  in  t h is  c as e  is  t ha t  fo r  t he  bu nk er  

br o ker s  t he r e  is  no  s ig n i f ic a nt  r isk  as  t he  bu ye r  o f t he  bu nk er s  is  t he ir  

p r inc ip a l(  s h ip  o w ner  o r  c har t e r e r ) ,  t he  br o ker  is  no t  inde bt e d .  T h is  

s t r uc t u r e  do es  e x is t  bu t  it  i s  no t  a  co mmo n o ne ,  bo t h c har t e r e r s  a nd  

s h ip  o w ner s  p r e fe r  co nve y ing  t he  r i sk  t o  t h ir d  p a r t ie s  fo r  o bv io us  

r easo ns .    
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Chapt e r 3  

B UNK ER’ S  RISK  AVE RSI ON 

 

3 . 1  Sou rc es  o f  Ri s k in  t he  Sh ipp ing  I ndust ry  

 

R is k  ma nag e me nt  is  t he  p r o ce s s  by w h ic h  va r io u s  r is k  e xpo s ur e  a r e  

id e nt i f ie d ,  me a su r ed  a nd  co nt r o l le d 5.  B y d e f in it io n r is k ,  i s  t he  

vo la t i l i t y  o f u ne xpe c t ed  o u t co me s ,  e it he r  bus ine s s  o r  no  bus ine s s .  T he  

o r ig ins  o f t he se  r is k s  co me fr o m ma n y so ur ce s :   

 

•  Hu ma n- c r e a t ed  r isk  :  bu s ine s s  c yc le s ,  in f la t io n,  go ver nme nt  

po l ic ie s ,  w ar s  

•  Nat u r a l P he no me na  :  we a t he r ,  ea r t hq ua kes  

•  T ec hno lo g y 

 

T ak ing  t ho se  r is k s  a r e  fu nd a me nt a l  t o  ent r ep r e neur s h ip  a nd  a r e  

es se nt ia l  t o  t he  e co no my’ s  g r o wt h.  Pa r t icu la r ly  i n  t he  s h ipp ing  

bu s ine ss  w her e  t he  de ma nd  fo r  s ea  t r anspo r t a t io n  is  by de fa u lt  a  

de r iva t ive  o f t he  g lo ba l  eco no mic  g r o wt h a nd  t r ade s  in  o t he r  

ind u s t r ie s ,  t he  r is k s  a r e  h ig h .  :   

 

a .  Oper a t io na l  R is k  ( fr e ig ht  a nd  bu n ker s ) :  Fr e ig ht  a nd  

bu nker s  s ig n i f y t he  t wo  o ppo s it e  e nd s  o f t he  ve ss e l ,  he r  

inco me a nd  t he  ma jo r  co s t  fo r  he r  o per a t ing  in  s h ipp ing .  

Fr e ig ht  f luc t ua t io ns  a r e  usu a l ly  g r e a t e r  in  vo ya ge  c har t e r s  

a nd  mo s t  o f t he  t ime s  s h ip - o w ner s  t end  to  se t t le  fo r  pe r io d  

T ime  C har t e r s  in  o r de r  t o  avo id  t he  vo la t i l i t y .  I n  add it io n  

c yc l ic a l  a nd  s ea so na l  f lu c t ua t io ns  a l so  app ly a lo ng  w it h  

r a ndo m po l it ic a l  c ha nge s  o r  p hys ic a l  p he no me na .  O n t he  

o t he r  ha nd  bu nk er  r a t e s  a r e  d i r e c t ly  co r r e la t ed  t o  o i l  p r ic e s  

a nd  o i l  p r o duc t io n.  B u nk er s  p u t  t he  s h ip p ing  indu s t r y 

l it e r a l l y  in  mo t io n w h i le  be ing  t he  b igg es t  f luc t ua t ing  

                                                        
5 P. Jorion: “Value at Risk”. McGraw-Hill International, Irvine California 2006 : p. 3 
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o per a t ing  co s t  pus h t he  f r e ig ht  f lu c t ua t io n as  we l l .  T he  

bu nker  t r ad ing  bu s ine s s  is  b ig  bo t h  a t  phys ic a l  sup p ly  

vo lu me as  w e l l  a s  mo ne y t r a ns ac t io ns  vo lu me.   

b .  Ow ner s h ip  R is k  ( ves s e l’ s  p r ic e  va lue ,  sc r a p  va lu e ,  

acc id e nt s ) .  A s h ip - o w ner  a lw a ys  pu t s  h ims e l f  a ga ins t  h is  

t wo  o pt io ns :  w ha t  s iz e  o f ve ss e l  t o  bu y a nd  in  w h ic h  

mar ke t  t o  o per a t e ,  in  t he  spo t  mar k e t  o r  at  t ime  c har t e r  

bas is ? T her e  a r e  ma n y t h ing s  t o  co ns id e r  w h i le  d ec id ing  

t h is  a s  t he  cu r r e nt  va lue  o f t he  ve s se l  and  t he  sc r ap  va lue ,  

t he  int e r na t io na l  o per a t ing  t o nnag e  in  e ver y s ec t o r ,  t he  

mar ke t  t r ends  a nd  e ve n  h is  gu t s  fee l i ng .  No wad a ys  w he n  

co ns ide r ing  inve s t ing  in  t he  s h ip p ing  bu s ine ss  t he  o wner s  

ba r e  g r ea t  r isk s  a lso  due  t o  t he  s t r ic t  e nv ir o nme nt a l  

le g is la t io ns  wo r ldw id e .  T he y spe nd  g r ea t  a mo u nt s  o f  

mo ne y fo r  p r o - ac t ive  sa fe t y me as u r es  a nd  s u ffe r  hug e  

pe na lt ie s  a nd  f i ne s  w he n he ld  l ia b le  fo r  r e le va nt  ac c id e nt s .    

c .  E xc ha nge  Ra t e  R is k :  T he  s h ip p ing  ind us t r y is  p r o ba b ly t he  

f i r s t  sec t o r  o per a t ing  in  g lo ba l  sc a le  a nd  p r o ba b ly t he  f i r s t  

t o  c r ea t e  a  ne t wo r k  o f sup po r t ing  bu s ine ss  a nd  

o r gan iz a t io ns  wo r ldw id e  t o  fac i l i t a t e  t he  o per a t ing  ve s se ls .  

Ho we ver ,  s h ip - o w ner s  a r e  su b je c t  t o  t he  e xc ha ng e  r a t e  r is k  

l ik e  t he  r e s t  o f t he  g lo ba l  bu s ine s s ,  t he y su f fe r  a nd  p r o f it  

f r o m r a t e  f lu c t ua t io ns  w h i le  o per a t ing  a nd  s h ip p ing  

t r ans po r t a t io ns  be ing  a  de r iva t ive  o f t he  int e r na t io na l  

t r ade .  

d .  Co unt e r par t y  R is k :  T he  c r ed it  r isk  o r ig ina t es  fr o m t he  fa c t  

t ha t  co unt e r pa r t ie s  ma y be  u nw i l l i ng  o r  una b le  t o  fu l f i l l  

t he i r  co nt r ac t ua l  o b l ig a t io ns .  I t  ex is t s  in  t he  s h ipp in g  

bu s ine ss  l ik e  in  e ver y o t he r  g lo ba l  bus ine s s ;  s h ip - o w ner s  

ha ve  mo r e  o r  le s s  t he  s a me  mea ns  a nd  me c ha n is ms  t o  

p r o t ec t  t he ir  se lve s  aga ins t  su c h s it ua t io ns .    

 

Pr o t ec t io n a ga ins t  r is k  in  t he  s h ip p ing  ind us t r y is  c r uc ia l  

bec au se  t he  a mo u nt s  inve s t ed  a r e  b ig  a nd  co nse que nt ly  t he  r isk  is  

h ig her  by de fa u lt .  F ina nc ia l  t o o ls  a r e  in ve nt ed  fo r  bo t h f r e ig ht  a nd  
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bu nker s  hedg ing  t o  c r ea t e  a  sa fe t y ne t  in  t he  s e nse  o f r is k  s ha r ing  

in s t r u me nt s .  

 

 

3 . 2  De ri vat iv es  B a s i c s  

 

What  is  a n o ft e n de f in i t io n fo r  t he  de r iva t ive  is  “  a  f ina nc ia l  

in s t r u me nt  w ho se  va lu e  de r ive s  fr o m so met h ing  e ls e 6” .  F ir s t  o f a l l ,  a  

f ina nc ia l  in s t r u me nt  is  a  s t a ndar d i zed  co nt r ac t  w it h  r ig ht s  a nd  

r espo ns ib i l it ie s  fo r  e ac h  pa r t y  i nvo lv ed  l ik e  a  mo r t gage  o r  a  s t o ck .  

T he  fa c t  t ha t  it  i s  s t a ndar d iz ed  fa c i l i t a t e s  t he  p r o ced ur e s  a nd  as su r es  a  

so r t  o f u na n imo us  w a y o f int e r p r e t ing  ea c h p a r t y’s  r o le  in  t he  

co nt r ac t .  Fo r  e xa mp le ,  a  mo r t gage  d iv id e s  t he  a mo u nt  fo r  bu y ing  a  

ho us e  in  mo nt h ly pa yme nt s  a nd  as  lo ng  a s  yo u  fu l f i l l  t h is  

r e spo ns ib i l it y  yo u  ke ep  yo ur  r ig ht  t o  t he  ho us e ,  a t  t he  e nd  yo u  a r e  

f ina l ly  g r a nt ed  t he  o wner s h ip  o f t he  a s se t .  Whe n su c h a n in s t r u me nt  is  

fe a t u r ed  a s  a  d e r iva t ive  i t  me a ns  t ha t  it s  va lu e  is  d i r ec t l y  a nd  t ig ht ly  

l i nked  t o  t he  va lu e  o f t he  u nder l ie r  a nd  ca nno t  be  p r ice d  s epar a t e ly.  

Co mmo n u nder l ie r s  a r e  p hys ic a l  co mmo d it ie s  su c h as  o i l  o r  f ina nc ia l  

se cu r it ie s  su c h a s  a  s t o ck .  T he  mat e r ia l  po int s  in  t u r n ing  a n y o f t he  

a bo ve  t r aded  a s  a  de r iva t ive  u nd er l ie r  a r e  ;  

 

a .  Ab i l it y  t o  be  so ld  o n a  fu t u r e  da t e  o r  e ve n be fo r e  t he  e xp ir y o f t he  

co nt r ac t  

b .  Whe n d ue ,  t o  be  so ld  a t  a  ce r t a in  p r ic e  g ive n in  a d va nce .  

 

I n  ca se  we  a r e  r e fe r r ing  t o  a  ce r t a in  g oo d ,  t h is  co mmo d it y mus t  be  

a  s t a nd ar d  o ne  in  qu a l it y  a nd  qua nt it y ,  l ik e  c r ude  o i l  ba r r e ls ,  a nd  it s  

t r ade  mu s t  l iqu id ,  t he r e  s ho u ld  a lwa ys  be  ac t ive  bu yer s  a nd  se l le r s  a t  

a ny g ive n t ime ,  l ik e  t he  o i l  ma r ke t .  T her e  a r e  fo u r  ma jo r  c a t ego r ie s  o f  

under l ie s ;  co mmo d it ie s ,  fo r e ig n  e xc ha ng e ,  int e r es t  r a t es  a nd  equ i t ie s .  

 

Whe n bu y ing  a  de r iva t ive ,  t he  p la ye r  has  t wo  t h ings  in  mind ;  e it he r  

t o  hedg e  o r  t o  specu la t e .  Re gar d in g  spe cu la t ing ,  t he  bu ye r  mak e  
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es t ima t io n t ha t  t he  u nd er l ie s ’  mar k e t  p r ic e  w i l l  ha ve  a  c e r t a in  

mo ve me nt  a nd  bas is  upo n t h is  e s t ima t io n ma ke s  a  co nt r ac t  t o  p ro f it  

f r o m it .  H edg ing  is  a l l  a bo u t  avo id ing  a  c e r t a in  r is k ,  ma na g ing  p r ic es  

uncer t a int y a nd  p r o - ac t ing  t o war ds  t he  po s s ib i l i t y  o f  t he  p r ic es  

mo v ing  aga ins t  o u r  int e r es t .  Bo t h fu nc t io ns  do  e x is t  w it h o r  w it ho u t  

de r iva t ive s  ho we ver  de r iva t ive s  p r o v id e  t he  p la yer s  w it h a no t her  

impo r t ant  f i na nc ia l  t o o l ;  le ve r a ge .  T he y ca n hedg e  o r  specu la t e  

w it ho u t  ac t ua l ly  p a y ing  fo r  it ,  i t  i s  s o r t  o f bo r r o wed  mo ne y a nd  t he  

t echn iqu e  w i l l  be  e xp la ine d  fu r t he r  be lo w w hi le  a na lyz ing  t he  fo u r  

bas ic  de r iva t ive s  co nt r ac t s .     

 

O ne  ma y ver y w e l l  sa y t ha t  t r ader s  a r e  in  t he  d e r iva t ive s  bu s ine ss  

fo r  q u ie t  a  w h i le  bec au se  w he n a  bu ye r  a nd  a  se l le r  a g r ee  t o  do  a  

ce r t a in  t r a nsa c t io n w it h a  p r ic e  gu ar a nt ee  o n a  g ive n da t e ,  t he n t he r e  

we  ha ve  a  co nt r ac t  s imi la r  t o  a  de r iva t ive .  T he se  a r e  de r iva t ive s ,  t he  

so  ca l le d  ‘o ver  t he  co u nt e r ’  d e r iva t ive  t r ans ac t io ns  w her e  no  

o r gan iz ed  o f f ic ia l  mar ke t  s e t s  t he  r u le s .  T he  t wo  par t ie s  a r e  i n  d i r e c t  

co nt ac t  a nd  p r iva t e ly se t t le  t he  p a r t icu la r s  o f  t he ir  ag r e e me nt .  T he  

fu l f i l lme n t  o f t he ir  o b l ig a t io ns  is  t o t a l l y  up  t o  t he m,  t he r e  is  no  o t he r  

guar a nt e e  bu t  mu t ua l  t r u s t  be t wee n  t he m.  O ne  ca nno t  do ubt  t ha t  t he  

o b je c t  be t wee n  suc h  t r ader s  is  a  de r iva t ive  t r a nsa c t io n,  e it he r  t he y  

r ea l iz e  it  o r  no t .  

 

O n t he  o t he r  s id e ,  t he r e  is  t he  de r iv a t ive s  e xc ha ng e  mar ke t ,  t he  

l is t ed  mar k e t  wh ic h  o per a t es  u nd er  a  d i f fe r e nt  s t a t us  t ho ugh t r ad ing  in  

t he  sa me  p h i lo so p hy.  An  o r ga n iz ed  mar ke t ,  w it h r u le s  a nd  fo r mu la s  

w her e  bu ye r  a nd  se l le r  do  no t  nee d  to  f ind  t he ms e lve s ,  sup p ly a nd  

de ma nd  fo r  suc h  ag r ee me nt s  me e t  fo r  t he  t wo  ma jo r  p la ye r s  a s  g r o ups ,  

no t  a s  ind iv id u a l  co mp a n ie s .  I n  o t he r  wo r ds ,  t he  e xc ha nge  mar k e t  

p r o v ide s  t h is  l iqu id it y  c har ac t e r is t ic  d es c r ibe d  a bo ve  a nd  t he  r u le s  t o  

t r ade  g ive n  de r iva t ive s  a g r ee me nt s  a mo ng  u nk no w n co u nt e r par t ie s .  

T he  s ig n i f ic a nt  d i f fe r e nce  is  t ha t  yo u  a r e  no  lo ng er  in  a  po s it io n  t o  

cus t o miz e  t he  co nt r ac t  a s  pe r  yo ur  w i s he s  a s  t he  o p t io ns  a l lo w ed  a r e  

a lr ea d y g ive n ,  w h i le  yo u  e n jo y t he  p r iv i le g e  o f a bso lu t e  ce r t a int y t ha t  
                                                                                                                                                                          
6 M. Durbin : “ All about derivatives”, McGraw –Hill , New York 2006, p. 3 
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a l l  o b l ig a t io ns  w i l l  be  fu l f i l le d ,  t he  c le a r ing  p r o cedur es  o f t he  

e xc ha ng e  ma r ke t  p r o v ide  yo u  w it h t h is  guar a nt ee .  I n  t he  l is t ed  mar k e t ,  

t he r e  a r e  fo u r  ma jo r  co nt r ac t s  a na lyz e d  as  fo l lo w ing  :  

       

 

3 . 2 . 1  The  Fo rwa rd  C ont ra ct  

 

I t  i s  t he  s imp le s t  o f a l l  t he  de r iva t ive s  o p t io ns  w her e  o ne  pa r t y  

ag r ee s  t o  bu y t he  u nder ly ing  a t  a  f ixe d  p r ic e  b y a  ce r t a in  da t e .  I t  ca n  

be  co nt r as t ed  t o  t he  spo t  co nt r ac t  o f ag r ee ing  t o  bu y o r  se l l a n a s se t  

t o da y.  T he  bu ye r  is  t he  lo ng  p a r t y as  he  t ake s  t he  lo ng  po s it io n,  

equa l ly t he  se l le r  i s  t he  s ho r t  pa r t y.  T he  co nt r ac t  p r ic e  is  t he  f ixe d  

p r ice  a nd  t he  e xp ir a t io n  d a t e  o f t he  c o nt r ac t  i s  t he  so  c a l le d  de l ive r y  

da t e .  T he  o b je c t  fo r  bo t h bu yer  a nd  se l le r  t o  engag e  t he ms e lve s  in  

suc h  a  co nt r ac t  i s  a vo id ing  u nc er t a int y,  lo ck  a  p r ic e  t ho ug h p r o ba b ly  

a t  t he  o n t he  e xp ir y d a t e  so meo ne  w i l l  lo o s e  u n le s s  spo t  mar ke t  p r ice  

fo r  t he  u nd er l ie  e qua ls  co nt r ac t  p r ic e .   

 

T ho ug h a s  d es c r ibe d  a bo ve  it  i s  no t  a  w in -  w in  s it u a t io n,  b y t he  

co nt r ac t  da t e  t he  se l le r  mu s t  se l l  a nd  bu yer  mu s t  bu y,  no  mat t e r  wha t  

t he  p r o f it  o r  lo ss ,  it  i s  t he ir  o b l ig a t io n  t o  do  so .  T he  fo r war d  co nt r ac t  

i s  a  t yp ic a l  o ver  t he  co unt e r  t o o l a nd  c r ed it  r is k  is  t he r e  (  in  p r ac t ice  

po s t ing  co l la t e r a ls  is  t he  o n ly se cu r i t y) .  P r o ba b ly o ne  o f  t he  mo s t  

co mmo n fo r w ar d  co nt r ac t s  is  t he  o ne  o n cu r r e nc y a nd  e xc ha ng e  r a t es ,  

s t i l l  t he r e  a r e  fo r war d  ag r ee me nt s  in  t he  e ner g y co mmo d it y mar k e t s  o r  

mo ne y it se l f.  

 

 

3 . 2 . 2 .  The  Fut u re s  Cont ract  

 

T he  fu t u r e s  co nt r ac t  i s  ve r y muc h a l ik e  t he  fo r war d  o ne ;  t he  bu yer  

t akes  a  “  lo ng  po s it io n”  a nd  t he  se l le r  t akes  a  “ s ho r t  po s it io n”  t o  ca r r y 

o u t  t he  e xc ha ng e  o f t he  u nd er ly ing  c o mmo d it y a t  a  g ive n  p r ic e  o n a  

spe c i f ie d  da t e .  T her e  is  a  s ig n i f ic a n t  d i f fe r e nce  ho we ver  s inc e  a l l  

t he se  t r ansa c t io ns  a r e  he ld  u nd er  t he  su r ve i l la nc e  o f a  we l l  
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co ns t r uc t ed  mar k e t ,  a  d e r iva t ive s  e xc ha ng e  w her e  bu yer s  a nd  se l le r s  

me e t .  B y t h is  pe r spe c t ive ,  t he  fo r w ar d  fr o m t he  fu t u r es  co nt r ac t  has  

t hr ee  ma jo r  d i f fe r e nc es ;  

 

b .  Ano nymit y o f t he  Co u nt e r par t ie s :  t he  mar ke t  he r s e l f  br ing s  t he  

bu yer  a nd  t he  se l le r  t o ge t he r  t o  mat c h eac h  o t he r s  ne eds ;  t he y do  

no t  ha ve  t o  f ind  e ac h  o t he r .  Mo r eo ver ,  t he r e  is  co ns t ant  f lo w o f  

da t a  a nd  in fo  fr o m bo t h s id es ,  so  t he  l iqu id it y  o f t he  mar ke t ’ s  

t r ans ac t io ns  is  co nt inuo us .  

c .  St and ar d  Co nt r ac t s :  s inc e  t he  t r ansa c t io ns  a r e  he ld  in  a  r eg u la t ed  

mar ke t ,  t he  co nt r ac t s  a r e  s e t  in  ad va nce  a nd  t he  co u nt e r pa r t ie s  

a r e  no t  ab le  t o  mak e  t he ir  o wn r u le s ,  t he y ha ve  t o  cho o se  t hese  

p r ede t e r mine d  co nt r ac t s   

d .  Da i ly S e t t le me nt :  t he  d a i ly  se t t le me nt  is  a c t ua l ly  a  me c ha n is m t o  

a vo id  r is k  a nd  ca nc e l la t io ns  a s  i n  t he  o ver  t he  co u nt e r  

t r ans ac t io ns .  At  t he  fu t u r es  co nt r ac t s  t he r e  is  a  c le a r ing  p r o ce ss  

a t  t he  e nd  o f e ver y d a y’ s  t r a ns ac t io ns  a nd  t h is  wa y w e  ca n  a lso  

r e v ie w t he  va lu e  o f a n id e nt ica l  fo r war d  co nt r ac t .  I n  fu r t he r  

de t a i ls ,  a t  t he  e nd  o f e ver y da y fo r  eac h fu t u r es  co nt r ac t  

o u t st and ing  t he  c lea r ing  p r o ces s  ma kes  a n es t ima t io n o f he r  

va lu e .  T he  p a r t y w ho  lo se s  ge t s  a  b i l l ,  t he  pa r t y ga in ing  mo ne y 

a t  t he  e nd  o f e ver y da y.  T hes e  mo ve me nt s  a r e  no t  imme d ia t e ly  

e f fe c t ive  a s  e ver y co mp a ny ha s  he r  o wn c r ed it  l im it a t io n a nd  

o n ly i f  e xc eed ing  a  c e r t a in  t hr e s ho ld  do  t he y g e t  a  no t i f ic a t io n  

fo r  t he ir  ma r g in .  T h is  c r ed i t  mar g in  is  o f co ur se  p r o po r t io na l  t o  

t he  co l la t e r a ls  po s t ed  o r  o t he r  se cu r i t ie s  g ive n t o  t he  mar ke t .  

V ia  t h is  p r o ce s s  w her e  o n ea c h d a y e ver y t r ans ac t io n is  s e t t led  

a nd  t he n  t he  co nt r ac t  r ep la c ed  b y a n id e nt ica l  o ne ,  a t  t he  

beg in n ing  o f e ver y t r ad ing  d a y e ver y f u t u r es  po s it io n is  z e r o .   

 

T he  u nder ly ing  co mmo d it ie s  e xc ha ng e d  ca n be  p hys ic a l  o r  f ina nc ia l  

go o ds  and  t he r e  a r e  a bo u t  12  o r  so  ma jo r  e xc ha ng es  fo r  t he m l ik e  t he  

C h ic ago  Bo ar d  o f T r a de  o r  t he  Ho ng  Ko ng  Fu t u r e s  E xc ha nge .  U nder  

t he  r e gu la t io ns  o f su c h mar ke t  in s t it u t io ns  t he  co u nt e r pa r t ie s  a sp ir e  

mo s t ly  t o  t he  a no nymit y a mo ng  t he m a nd  t o  t he  l iq u id it y  o f t he  
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co nt r ac t s  e xc ha nged .  T h is  ca lcu la t io n is  a bso lu t e ly lo g ic a l ;  ho we ver  it  

wo u ld  be  a  hug e  mis t ak e  t o  under s t a nd  t ha t  a l l  co nt r ac t s  a r e  eq ua l ly  

l iq u id  a l l  t ime s  a nd  t ha t  yo u  w i l l  a lw a ys  f ind  a  co nt r ac t  t o  bu y a t  t he  

p r ice  yo u  de s i r e .  T he  po s s ib i l i t y  t o  do  so  is  s ig n i f ic a nt ly h ig her  

w it h in  a  r eg u la t ed  ma r ke t ,  bu t  t he r e  is  no  o ne  w ho  ca n  vo uc h t he  

r esu l t .  I n  s uc h ma r ke t  t he  su pp ly a nd  de ma nd  r u le s  a lw a ys  ap p ly ve r y  

c lea r ly ,  t he r e fo r e  t he r e  is  a  l iq u id it y r is k  t ha t  ca nno t  be  a vo id ed ;  it  i s  

pa r t  o f t he  fu t u r es  t r ad ing  p r o ces s .  

 

  

3 . 2 . 3 .  The  Swap  C ont ra ct  

 

T he  swa ps  co nt r ac t  i s  a l l  a bo u t  e xc h a ng ing  fu t u r e s  c a s h f lo w s  

bas is  upo n int e r es t  pa yme nt s ;  o ne  f lo w is  o n f lo a t ing  e xc ha nge  r a t e ,  

t he  o t he r  o ne  o n a  f ixe d  r a t e .  Fo r  e xa mp le ,  we  sup po se  a  co mpa n y ha s  

a  lo a n o f  1 0 , 000 . 00  eu r o  a nd  5  ye a r s  t o  se t t le  it  v ia  mo nt h ly p a yme nt s  

bas is  upo n a n  int e r e s t  r a t e  l ink ed  t o  t he  E ur ibo r  ind e x.  T he  co mpa n y  

ca nno t  a s se s s  t he  e xac t  a mo u nt  o f t he  mo nt h ly pa yme nt s  s inc e  t he  

E ur ibo r  is  a  f lo a t ing  r a t e  a nd  n o r de r  t o  avo id  e xpo s ur e  t o  int e r e s t  

f lu c t ua t io ns  t h i r d  co mpa n y co mes  up  l ik e  a  S ecur i t ie s  co mpa n y.  S he  

e xc ha ng es  t he  f lo a t ing  E ur ibo r  r a t e  w i t h a  lo a n o n a  f ixe d  r a t e  and  o u r  

co mp a ny ha s  sec u r ed  t he  a mo u nt  o f he r  mo nt h ly pa yme nt s .   

 

I n  t he  ca se  d es c r ibe d  a bo ve ,  t he  Se cur it ie s  Co mp a ny in vo lve d  is  

a  s wap s  de a le r  bu y ing  a nd  se l l ing  mo ne y,  o n be ha lf  o f  t wo  par t ie s  

need ing  t h is  se r v ic e ,  fo r  a  ce r t a in  fe e .  T h is  ho we ver  is  no t  t he  o n ly  

sc e nar io ;  we  mig ht  a s  w e l l  ha ve  t wo  d if fe r e nt  co mpa n ie s ,  o ne  w it h a  

f ixe d  r a t e  l ia b i l it y  a nd  t he  o t he r  w it h a  f lo a t ing  r a t e  l ia b i l it y  w a nt ing  

to  exc ha ng e .  T he  pa ye r  o f  t he  f ixe d  r a t e  l ia b i l it y  t ake s  t he  lo ng  

po s it io n ;  t he  f i xed  r ec e ive r  t ake s  t he  s ho r t  po s it io n.  T he y do  no t  

e xc ha ng e  t he  lo a ns ;  t he  o n ly fu l f i l l  eac h o t he r s  o b l ig a t io ns  u nd er  a  

spe c i f ic  co nt r ac t .  Mo r eo ver ,  t he  pa yme nt s  a r e  no t  u sua l ly  e f fe c t ed  

e ver y mo nt h bu t  u sua l ly  o n a  qu ar t e r ly  ba s is  a nd  o f co ur s e  t he y do  no t  

ac t ua l ly  se nd  ea c h o t he r  t he  a mo u n t  due ,  t he y ne t  t he  d if fe r e nce  

be t wee n t he m.   
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3 . 2 . 4  The  Opt ion  C ont ra ct  

 

T he  o p t io n co nt r ac t  g ive s  t he  ho lde r  t he  r ig ht  bu t  no t  t he  o b l ig a t io n  

to  bu y o r  s e l l  so met h ing  a t  a  spe c i f i ed  p r ic e ,  o n o r  be fo r e  a  ce r t a in  

da t e 7.  T he  o p t io n co nt r ac t  ma y o r  ma y no t  end  up  in  a  sa le ,  t he  

mat e r ia l po int  o f t h is  co nt r ac t  i s  t he  po ss ib i l i t y ,  t he  o p t io n t o  do  t he  

e xc ha ng e  w h ic h is  no t  ac t ua l ly va l id  u n le s s  e xec u t io n.  T her e fo r e ,  it  i s  

no t  t he  a c t ua l u nd er l ie  in  s t eak ,  it  i s  t he  r ig ht  t o  a  t r ansac t io n.  Whe n  

yo u  bu y a  ca l l o p t io n yo u  bu y t he  r ig ht  t o  bu y t he  u nd er l ie ,  w her ea s  

t he  pu t  o p t io n g ive s  yo u  t he  r ig ht  t o  se l l  t he  u nd er l ie .  O nc e  yo u  

e xer c is e  yo ur  o p t io n yo u  bu y a t  t he  e xer c is ed  p r ic e  o n ly o n t he  e xp ir y  

da t e  fo r  t he  E ur o pea n o p t io ns ,  e ve n be fo r e  fo r  t he  Amer ica n o p t io ns .   

 

T he  f ir s t  o p t io n co ming  int o  mind  is  o f  co ur s e  t he  co mmo nly k no w n 

o p t io n t o  bu t  a  ce r t a in  s t o ck ,  bu t  t h is  is  no t  t he  o n ly a l t e r na t ive :  

co mmo d it ie s ,  u n it s  o f a n  ind e x a nd  o p t io ns  t o  bu y fo r war d s ,  fu t u r es  

a nd  s wap s  a r e  a lso  u nd er l ie s  in  t he  o p t io ns  co nt r ac t .  

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                        
7 M. Durbin : “ All about derivatives”, McGraw –Hill , New York 2006, p. 39 
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Chapt e r 4  

BUNKER HEDGING  

 

4 . 1 .  B unke r H edg ing  in  g ene ra l  

 

T he  co r e  o f r is k  ma nag e me nt  is  t o  u se  f ina nc ia l  t o o ls  t ha t  he lp  

us  fa ce  u nc er t a int y.  D er iva t ive s  a r e  su c h t oo ls  mo s t ly  u se  in  a  s pec ia l  

a r ea  o f r is k  ma na ge me nt ,  a t  hed g ing .  Wh i le  hedg ing  we  me a n t ha t  in  

o r de r  t o  avo id  u n fo r t una t e  r es u lt s  o f e s t ima t ed  r is k s ,  yo u  t ak e  a no t her  

po s it io n w it h fe a t u r e s  o ppo s it e  t o  t he  o r ig ina l  o ne .  T h is  w a y yo u  a r e  

a b le  t o  co ver  bo t h s ce nar io s  a nd  a c t ua l ly  s t a y i nd i f fe r e nt  i f  t he  

o r ig ina l  po s it io n lo s se s  o r  ga ins  ;  i f  it  lo s es ,  yo ur  hedg ing  po s it io n  

w i l l co ver  yo ur  lo s s ,  t hu s  i f  it  ga ins  yo u  a r e  a l r ea d y co ver ed  b y 

de fau l t .  

 

As  e xp la ined  in  p r e v io u s ly,  t he  bu nk er s  co s t  i s  p r o ba b ly t he  o n ly  

unpr ed ic t a b le  a mo ng s t  a  ve ss e l’ s  r u nn ing  co s t s  a s  t he  r e s t  o f  t he  co s t s  

r a is e  in f la t io nar y a nd  do  no t  f lu c t ua t e  a  lo t .  A l l  t he  r e s t  o f t he  co s t s  

t he  o per a t o r  ca n r o ug h ly e s t ima t e .  H o wever  t he  bu nker s  co s t  i s  ve r y 

h ig h  a nd  t he  p r ic e  ca n  be  r e a l l y  d i f fe r e nt  i f  yo u  bu y t he m a t  t he  

Pa na ma  C a na l  o r  a t  Cur ac ao .  T he  co r e  o f r is k  ma nag e me nt  a t  bu nk er  

bu y ing  is  p r o - ac t ing  a nd  p r o t ec t ing  yo ur se l f  f r o m r e a l ly  h ig h p r ic e s  i f  

yo u  c a n.  I t  i s  be t t e r  t o  secu r e  a  p r i ce  in  ad va nce  so  t ha t  yo u  be s t  

co nt r o l t he  o per a t io n a nd  t he  p r o f it  o f  yo ur  ve s se l :  o n t he  o ne  ha nd  

yo u  ca n  e f f ic ie nt ly  co nt r o l t he  co s t  o n  t he  o t he r  yo u  c a n ac cu r a t e ly  

ma ke  yo ur  vo yage  co s t  e s t ima t io n t o  ma ke  u p  yo ur  bu s ine ss  d ec is io n.  

F ina l ly ,  o ne  c a nno t  u nder es t ima t e  t he  mo t ive  fo r  s pe cu la t io n.  E it he r  

s h ip  o w ner s  o r  c har t e r e r s  t he y a l l  a r e  i n  t he  mar it ime  bus ine ss  t o  mak e  

a  p r o f it  a nd  i f  v ia  bu nk er s  hedg ing  t he y ca n do  so ,  t he r e  is  a n o p t io n  

t ha t  s ho u ld  no t  be  o ver lo o ked .   

 

4 . 2  Fact o rs  A f fe c t ing  t he  bun ke r  m a rket  

 

Bu nk er s  a r e  a  lo w er  c r u de  o i l  p r o duc t  a nd  t he ir  p r ic e  r e f le c t s  t he  

p r ice  mo ve me nt  o f c r ude  o i l .  T her e fo r e ,  w he n  mo n it o r ing  t he  o i l  
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mar ke t  in  ge ner a l  o ne  ca n  ha ve  a  ve r y c le a r  ide a  o f  ho w t he  bu nker  

p r ice s  w i l l  mo ve .  I n  o t he r  wo r ds  a ny OPE C de c is io n r e gar d ing  cu t t ing  

do wn p r o duc t io n,  a n y po l it ic a l  p r o b le m in  t he  o i l  p r o duc ing  co u nt r ie s ,  

a ny de c is io n b y t he  US  Go ver nme nt  t o  a lt e r  t he  o i l  r e s e r ve s  in s t a nt ly  

has  d i r e c t  e f fe c t  t o  bu nker  p r ic es .  Ana lys is  o ver  t he  g lo ba l  o i l  mar k e t  

equa ls  a na lys is  o n t he  bu nk er  ma r k e t ;  ho we ver  t ha t ’ s  no t  t he  co -

e f f ic ie nt  in  t he  equ a t io n.  

 

T he  t r e nd s  de sc r ibed  a bo ve  app ly t o  t he  o i l  mar k e t  in  g e ner a l  

w h i le  t he  p h ys ic a l  bu nk er s  d e l ive r y in  ea c h po r t  se t  t he ir  f r a me  o f  

r u les  a nd  po l ic ie s  w h ic h a lo ng  w it h e ver y po r t s  s ingu la r it y  co mp le t e  

t he  p uzz le  o f  t he  lo c a l  r e s t r ic t io ns .  P h ys ic a l  su pp l ie r s  o n a  lo c a l  ba s is  

p la y t he ir  pa r t ic u la r  r o le  in  bu nker ’ s  s t o ck ,  ava i la b i l it y a nd  p r ic e s .  

T he ir  da y- t o - da y o per a t io ns  a nd  t he  l o ca l de ma nds  so met ime s  c ha nge  

t he  R e f ine r y’ s  po l ic y a nd  c au se  p r o b le ms  in  t he  a va i la b i l it y  o f  

bu nker s  bec au se  t he  p h ys ic a l  ha ve  o t he r  p r io r it ie s  o r  o b l iga t io ns  t o  

fu l f i l l .  E ac h  po r t ’s  r e s t r ic t io ns  r e gar d ing  t he  bu nk er ing  o per a t io ns ,  

fo r  e xa mp le  lac k  o f be r t h  ded ic a t ed  t o  bu nk er s  s upp ly o p er a t io ns  o r  

la ck  o f ba r g es  pu t s  o bs t ac le s  t o  t he  bu nk er s  a va i la b i l i t y in  e ver y po r t .  

T he s e  lo ca l  p r o b le ms  a nd  r e s t r ic t io ns  ca nno t  be  o bs e r ve d  sep ar a t e ly  

f r o m t he  ge ner a l  a r ea  o f po r t s  wher e  bu nker s  a r e  a va i la b le  a lo ng  a  

ves s e l’ s  r o u t e  :  i f  a  ve ss e l  i s  u nder  C O A fr o m Mer s in  t o  Sev i l le  t he n  

s he  ha s  t o  bu y he r  bu nker s  a t  e it he r  Mer s in  o r  Se v i l le  o r  s he  has  t o  

co ns ide r  ca l l i ng  fo r  bu nk er s  o n ly t he  r es t  o f t he  t wo  ma jo r  bu nker s  

po r t s  in  he r  it ine r a r y :  Ma lt a  a nd  P ir aeu s .  A l l  t he  o p t io ns  me nt io ned  

a bo ve  co r r e la t e  t o  t he  de c is io n bu t  a l so  co r r e la t e  in  be t wee n t he m a s  

in t r apo r t  co mp et it io n.   

 

 

4 . 3  Ove r t he  count e r h edg in g  t oo l s  o p t ions   

 

Bu nk er  r is k  ma nag e me nt  is  d iv ide d  in to  t wo  ma jo r  ca t ego r ie s  o f  

co nt r ac t s ,  t he  o ne s  invo lv ing  p h ys ic a l  de l ive r y a nd  t he  o t he r s  

in vo lv ing  ca s h se t t le me nt .  Be fo r e  ac t ua l ly  s t a r t ing  t he  a na lys is ,  we  

s ho u ld  ma ke  a  qu ic k  r e fe r e nce  t o  r is k  ma nage me nt  co mp a n ie s .  T he y  
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ar e  co nsu lt ing  ho us e s  o r  t r ader s  t he mse lve s  w ho  mo n it o r  t he  mar ke t  

u s ing  f i na nc ia l i nde xe s ,  se ns it iv it y a na lys is  a nd  o t he r  met ho d s  t o  

fo r e ca s t  t he  mar ke t  mo ve me nt .  T he ir  go a l is  t o  ha ve  a n es t ima t io n o f  

ho w t he  mar k e t  w i l l  mo ve  o n  g lo ba l  ba s is ,  ho w t he  p r ic e s  w i l l  be  

fo r me d  in  va s t  a r ea s  l ik e  t he  Med it e r r a nea n o r  So u t h- E as t  As ia ,  a nd  

e ve n mo n it o r  t he  p r ice s  in  sp ec i f ic  impo r t ant  po r t s  u sed  as  bu nker s  

s t a t io ns  l ik e  G ib r a lt a r .  I n  o r de r  fo r  t he  co ns u lt a nt s  t o  mak e  su c h  

es t ima t io n t he y a r e  in  d i r ec t  co nt ac t  w it h t he  hedg ing  de par t me nt s  o f 

t he  ma jo r  f i na nc ia l  in s t it u t io ns  l ik e  ba nk s  o r  o t he r  a na lys t s  w ho  w e ig h  

d if fe r e nt ly eco no mic a l  a nd  po l it ica l fa c t o r s  co r r e la t ed  t o  t he  o i l  p r ic e .  

T he y a lso  ga t he r  a l l in fo  r e le va nt  wit h t he  u nd er l ie r  fr o m p h ys ic a l  

supp l ie r s  a nd  o t he r  lo c a l  ma r ke t  fa c t o r s  a nd  a ft e r  e la bo r a t ing  a l l  t he  

da t a ,  t he y is su e  a  bu l le t i n  a nd  o t he r  g r ap hs  w it h e s t ima t io ns  a nd  

fo r e ca s t s  fo r  p r ic e s  fo r  a l l  t he  ma jo r  t r ad ing  a r e as  w her e  t he  ves se ls  

w i l l  ne ed  bu nker s .   

 

T he  mat e r ia l  po int  o f co ur se  is  t o  ma ke  t he  co r r ec t  e s t ima t io ns  

upo n t he  e vo lu t io n o f o i l  p r ic e s  mo v ing  fo r  o r  aga ins t  a nd  t ak e  t he  

r ig ht  po s it io n.  As  we  w i l l  s ee  in  fu r t he r  a na lys is  be lo w,  t hes e  

bu l le t in s  a nd  es t ima t io ns  g ive n  a r e  t he  bas is  upo n w h ic h  t r ader s  ma ke  

t he ir  o wn c a lc u la t io ns ,  hedg e ,  add  t he ir  o w n p r e miu m a nd  ca lc u la t e  

p r o f i t  a nd  lo s s  a t  t he  e nd  o f t he  da y.   

 

O ne  ca nno t  o ver lo o k  t he  c r e d it  r isk  i n  a n y o f t he  bu nk er  co nt r ac t s  

bec au se  t he r e  a r e  t oo  la r g e  a mo u nt s  in  s t eak .  Bu t  o s  it  i s  in  e ver y  

s ing le  s e l l bu y bu nker s  t r ansa c t io n a n d  t he  c r ed it  r is k  is  a lw a ys  t he r e .  

Suc h o ver  t he  co u nt e r  t r ans ac t io ns  ba r e  h ig h  c r ed it  r is k  a nd  no  

c lea r ing  p r o ced ur e  is  ca r r ie d  o u t ,  eve r y c l ie nt  ha s  h is  o w n c r ed it  

l im it a t io n.   
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4 . 3 . 1 .  Phy s i ca l  Ag ree me nt  

 

T he  P h ys ic a l  a g r ee me nt s  a r e  ag r ee me nt s  w h ic h  e nd  up  in  p h ys ic a l  

de l ive r y o f bu nker s ,  ve r y s imi la r  t o  fo r war d  co nt r ac t s .  T her e  a r e  t wo  

ma in  ca t ego r iza t io ns  in  app l ia nce ;  yo u  ca n e it he r  bu y a n FP A o r  a n  

MP A P hys ic a l  Agr ee me nt .  T he  ide a  t ho ugh in  t h is  p r o cedur e  do es  no t  

s ig n i f ic a nt ly  f r o m bu y ing  bu nk er s  o n t he  spo t  mar ke t .  T he  o n ly  

d if fe r e nce  is  t ha t  t he  d e l ive r y a nd  t he  pa yme nt  t ake  p la ce  so met ime  in  

t he  fu t u r e  and  t he  t ime  spa n is  no r ma l ly up  t o  a  yea r .  Whe n r e fe r r ing  

to  t he  spo t  mar ke t ,  we  c a n de f ine  it  a s  fo l lo w ing :  t he  bu yer  o f t he  

bu nker s  ( e i t he r  c har t e r e r  o r  o wner  o f t he  ve s se l)  sc hed u le s  t o  p r o v id e  

t he  ves s e l  w it h bu nk er s  du r ing  t he  lo a d ing  o per a t io n a t  a  po r t  o f ca l l  

e . g .  P ir a eu s .   He  co nt ac t s  t he  lo ca l  p hys ic a l  s upp l ie r s  o f P ir a eu s  Po r t  

v ia  t r ader s  u su a l ly ,  bec au se  t he  O i l  C o mpa n ie s  a vo id  g iv ing  c r ed it  t o  

e ver y p a ss ing  s h ip - o w ner  /  c ha r t e r e r .  Wh ic he ver  co mpa ny g ive s  t he  

bes t  p r ic e ,  ha s  a va i la b i l i t y  a nd  t ime  t o  de l ive r  ge t s  t he  appo int me nt .  I t  

i s  a n a c t ua l  p hys ic a l  mar ke t .  

 

4 . 3 . 1 . 1 .  Fi xed  P ri ce  A g ree ment  

 

F PA  :  F ixed  P r ic e  Agr e e me nt  o n pu r c h as ing  bu nk er s  fo r  a  pe r io d  o f 

t ime  a t  spec if ie d  d e l ive r y p la ce s .  De l ive r y a nd  pa yme nt  t ake  p la ce  

so met ime  in  t he  fu t u r e ,  sp a n u p  t o  o ne  ye a r .  I n  o t he r  wo r ds ,  t he r e  is  

a n a g r ee me nt  be t we e n t he  bu nk er  t r ad er  w ho  is  a c t ua l  bu yer  f r o m t he  

ph ys ica l su pp l ie r  a nd  t he  s h ip  o wner  /  c ha r t e r e r  w ho  nee ds  t he  bu nker s  

fo r  a  ve ss e l .  U sua l ly  ba s is  upo n t he  v es se l’ s  it i ne r a r y a nd  o n ly i f  t he  

t r ad ing  po r t s  a r e  k no w n in ad va nc e ,  t he y s c he du le  t he  s upp l ie s  o n a  

f ixe d  p r ic e  fo r  a  pe r io d  o f t ime .  I t  is  an o ver  t he  co unt e r  t r ans ac t io n  

a nd  t he  co nt r ac t  i s  a n ag r ee me nt  be t wee n t he  t wo  par t ie s ,  t he r e  is  no  

l is t ed  mar ke t  yo u  ca n  bu y su c h.  Ba s i s  t ha t  it  i s  a  co nt r ac t  f ina l iz ed  

bas is  upo n t he  need s  o f t he  s h ip  o wner  /  c ha r t e r e r ,  he  se t s  t he  

pa r t ic u la r s  a nd  t he  de t a i ls ,  it  i s  a n ag r ee me nt  a s  p e r  h is  in s t r uc t io ns  t o  

bes t  se r ve  h is  ne ed s .  

 

ΠΑ
ΝΕ
ΠΙ
ΣΤ
ΗΜ
ΙΟ

 Π
ΕΙ
ΡΑ
ΙΑ



 44 

What  is  r ea l l y  impo r t ant  in  t h is  fo r m o f co nt r ac t  i s  t ha t  yo u  c a nno t  

a sk  fo r  de l ive r y a t  a ny p la c e  yo u  wa n t ,  yo u  ha ve  t o  ha ve  in  ad va nc e  

so me sp ec i f ic  o p t io ns .  I n  o t he r  wo r ds ,  t he  it ine r a r y o f t he  ve ss e l i s  

e s se nt ia l  fo r  su c h a  co nt r ac t .  Yo u  a lso  need  t o  ha ve  a  sp ec i f ic  qua nt it y  

o f  bu nk er s  t o  be  l i ft e d  in  a  ce r t a in  pe r io d ,  t he  hedg ing  p e r io d  ca n  be  

f r o m 14  d a ys  t o  24  co nsec u t ive  mo nt hs .  

 

As  a n e xa mp le  we  ma y r e v is e  t he  fo l lo w ing  ca s e  :  a  s h ip  o wner  ha s  

f ixe d  h is  ves s e l  fo r  t he  ne xt  6  mo nt hs  w it h a  co nt r ac t  o f a f fr e ig ht me nt  

t o  ca r r y co a l  f r o m M ur ma nsk  t o  t he  Co nt ine nt .  T o  ca r r y o u t  t h is  

pa r t ic u la r  t a sk ,  t he  ve ss e l  w i l l  be  mak ing  o ne  r o u nd  t r ip  p e r  mo nt h  

a nd  t he  e s t ima t ed  bu nker s  co ns u mpt io n  fo r  t h is  w i l l  be  70 0  mt s / mo nt h.  

T hr o ug ho u t  t h is  it ine r a r y t he r e  a r e  t hr e e  bu nker  e l ig ib le  bu nker  

des t ina t io ns  :  Mur ma ns k ,  Ro t t e r da m and  I mming ha m.  Ba s is  o n t he  

a bo ve ,  t he  bu nker  t r ader  v ia  t he  he lp  o f  t he  r is k  ma nager  ca n o f fe r  t he  

s h ip  o w ner  a  f ixe d  p r ic e  a g r ee me nt  t o  de l ive r  bu nk er s  a t  t he  r e le va nt  

po r t s  wit h p r ic es  as  fo l lo w ing  ;  

 

Mur ma ns k :  235 , 00  USD 

Ro t t e r da m:  2 45 , 00  US D 

I mming ha m:  257 , 00  USD 

 

I f t he  s h ip  o w ner s  a c t ua l ly  t ake  t h is  de a l ,  he  w i l l  bu y h is  

bu nker s  a t  t he  f ixe d  p r ic e s ,  no  mat t e r  w ha t  t he  f lu c t ua t io n o f t he  p r ice  

fo r  t he  s po t  mar k e t .  T he  bu nker  t r a der  ha s  bo ug ht  t he  f ixe d  p r ic e  

co nt r ac t  fr o m t he  r is k  ma nag e me nt  c o mpa n y a nd  t he n so ld  it  t o  t he  

s h ip  o w ner .  I f  t he  ac t ua l  s po t  mar k e t  p r ic es  mo ve  ag a ins t  t he  t r ader  

be lo w  t he  f ixe d  p r ic e  a t  wh ic h he  ma y ha ve  bo ug ht  t he  bu nk er s ,  t he  

r isk  ma nag e me nt  co mp a ny w i l l  ha ve  to  pa y h im t he  d i f fe r e nce .  I f  t he  

p r ice s  mo ve  fo r  h im,  t he n he  has  t o  pay t he  r is k  ma na ge me nt  co mpa n y.  

I n  a ny c a se ,  t he  s h ip  o wner  bu ys  a t  a  f ixe d  s t ead y p r ic e .  T he  ac t ua l  

c lea r ing  p r o ce ss  is  c a lc u la t ed  bas is  u po n t he  spo t  p r ic e  o f t he  a c t ua l  

de l ive r y da t e  o f t he  bu nker s  a nd  t he  d if fe r e nce  is  se t t led  f ina nc ia l l y .  

T he  s po t  p r ice  is  g ive n  b y t he  p h ys ic a l  supp l ie r  w ho  w i l l  sup p ly t he  

ves s e l  no mina t ed  by t he  t r ader .  T he  usu a l  p r o ce ss  is  t ha t  t he  s h ip -
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o wner  g ive s  a  no t ice  t o  t he  t r ader  r e gar d ing  t he  ve ss e l’ s  E T A t o  t he  

po r t  wher e  he  w a nt s  t o  l i ft  t he  bu nk er s ,  t he  t r ader  bu ys  a t  t he  be s t  

p r ice  po s s ib le  a nd  se t t le s  t he  d i f fe r e nc e  w it h t he  r isk  ma nag e me nt  

co mp a ny w h ic h has  g ive n h im t he  o r ig ina l  ind ica t io n a t  w h ic h  p r ic e  t o  

f ix  t he  co nt r ac t .  

 

Advant ag es :  T he  ma in  ad va nt age  o f t h is  co nt r ac t  i s  t ha t  yo u  s ec u r e  a  

p r ice  fo r  yo ur  bu nk er s  a nd  o f co ur se  a va i la b i l it y  fo r  s upp ly.  T h is  k ind  

o f ag r e e me nt  is  r ea l l y  he lp fu l  fo r  l ine r  s h ipp ing  co mpa n ie s ,  fo r  c r u is e  

ves s e l co mp a n ie s ,  fo r  ve ss e ls  u nd er  co nt r ac t  o f a f f r e ig ht me nt  e t c ,  

s inc e  t he y k no w t he ir  sc hedu le  a nd  ca n  p la n  t he ir  de l ive r ie s  a t  a  f ixe d  

p r ice .  

 

Disad vant ag e s :  F i r s t  o f a l l ,  s po t  p r ic e s  ma y a c t ua l ly  ha ve  mo ved  

aga ins t  yo u  bu t  yo u  a r e  o b l ig ed  t o  l i f t  t he  bu nk er s  a s  a g r ee d .  I n  a n y  

ca se  yo u  ma y ha ve  lo s t  so me  p r o f it ,  yo u  d id  no t  lo o se  yo ur  mo ne y  

t ho ugh :  yo u  ha ve  ma de  yo ur  vo ya ge  c a lcu la t io ns  ba s is  upo n t he  g ive n  

bu nker  p r ic e s  a nd  yo ur  p r o f it  i s  a l r e ad y s ec u r ed .  I f  t he  p r ic e s  mo ve  

aga ins t  yo u ,  yo u  ha ve  o n ly lo s t  t he  o ppo r t un it y  t o  specu la t e ,  t o  get  

e xt r a  p r o f it .  T her e  a r e  o f  co ur s e  t he  a b o ve  me nt io ned  r e s t r ic t io ns  so  i f  

yo u  do  no t  ha ve  a  s c he du le  fo r  yo ur  po r t  o f c a l ls ,  yo u  c a nno t  ma ke  

suc h a n ag r ee me nt .  I n  ge ner a l ,  yo u  c a nno t  be  in  a  ves s e l o per a t ing  in  

t he  spo t  mar k e t  a sk ing  fo r  a  f ixe d  p r ic e  co nt r ac t  s inc e  yo u  ca nno t  

p r ed ic t  w her e  yo u  w i l l  go .  O f co ur se  t he r e  a r e  e xe mpt io ns  t o  t he  r u le  :  

t he r e  mig ht  be  a  s h ipp ing  co mp a ny o per a t ing  se ver a l  ves s e ls  in  a  

ce r t a in  t r ad ing  a r ea ,  t he r e fo r e  s he  ca n  bu y s uc h a  co nt r ac t  ca lcu la t ing  

t he  ne ed s  fo r  a l l he r  f le e t  and  se cu r in g  a va i la b i l i t y  a nd  p r ic e  bu t  no t  

fo r  a  spe c i f ic  ve ss e l .  I n  add i t io n a n d  o n ly i f  t he  co nt r ac t  fr o m t he  

bu nker  t r ad er s  s id e  is  no t  r e l ied  t o  a  s ing le  p h ys ic a l  s upp l ie r  t o  

de l ive r  t he  bu nk er s ,  t he r e  is  so me  f le x ib i l it y  t o  r esc hed u le  t he  supp ly  

t o  ano t her  po r t  o t he r  t ha n t he  sp ec i f ie d  in  t he  ag r e e me nt .  I n  t h is  c as e ,  

t he  s h ip  o wner  w i l l  o n ly ha ve  t o  pa y t he  d i f fe r e nc e .    

 

 As  a  g e ner a l  r u le ,  t h is  f i xed  p r ic e  a g r ee me nt  is  a  ve r y u se fu l  

t o o l in  spe c ia l  ca s es  o f s h ip  ma nag e me nt .  Fo r  in s t a nce ,  c r u is e  ves s e ls  
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o per a t o r s  do  use  it  t o  sec u r e  no t  o n ly t he  p r ic e  bu t  a bo ve  a l l  t he  

a va i la b i l i t y fo r  t he  e xac t  qua l it y  o f bunker s  t he y r e qu ir e ,  u sua l ly  lo w  

su lp hur  bu nker s .  S inc e  t he ir  c r u is e  p la ns  a r e  se t  a t  lea s t  o ne  ye a r  

a he ad ,  t he  o per a t o r s  ca n ve r y we l l  nego t ia t e  s uc h ag r e e me nt s  a nd  

co nve y t he  he ada c he  t o  secu r e  q ua nt it ie s  a nd  p r o f it a b i l i t y  t o  t he  

t r ader s  w ho  a r e  in  co nt ac t  w it h  t he  P hys ic a l  S upp l ie r  o n  a  lo ca l  ba s is  .  

Ano t her  e xa mp le  w her e  suc h co nt r ac t s  a r e  us ed  is  Gr eek  Co as t a l  

Sh ip p ing  Co mp a n ie s  w h ic h o per a t e  fe r r y ve ss e ls ,  t he y a lso  g e t  int o  

suc h  a g r ee me nt s  bu t  t he y do  it  d i r e c t l y  w it h  t he  P hys ic a l  S upp l ie r s ,  

t he r e  is  no  t r ader  a s  a n  i nt e r me d ia t e .  S ince  t he y a r e  r eg is t e r ed  Gr e ek  

pu b l ic  co mp a n ie s ,  t he  c r ed it  r is k  fo r  t he  Ph ys ic a l  Su pp l ie r  is  lo w er  

t ha n a ny r a ndo m s h ip - o w ner ,  so  t he  g ive  t he m c r ed it .  F ina l ly ,  t he r e  i s  

a lso  a no t her  po s s ib i l i t y  t o  ma ke  a  f i xed  p r ic e  ag r ee me nt ,  ag a in  v ia  

t r ader :  i f  a  s h ip p ing  co mpa n y is  o per a t ing  ma ny ve s se ls  i n  a  ce r t a in  

t r ad ing  a r ea  s he  ca n  f ix  a  p r ic e  ag r e e me nt  t o  l i f t  a  c e r t a in  a mo u nt  o f  

bu nker s  in  t he  g e ner a l  a r ea .  Fo r  e xa mp le ,  a  f ixe d  p r ic e  a g r ee me nt  t o  

l i ft  2 , 5 00  mt s  o f I FO per  mo nt h t o  t he  ge ner a l  So u t h Ko r ea  a r e a  ca n be  

sp l it  t o  a  nu mber  o f ve s se ls  a nd  in  a  nu mber  o f d i f fe r e nt  po r t s  i f  t he  

t r a f f ic  vo lu me  o f t he  s h ip  ma nag er  a nd  t he  co nne c t io ns  o f  t he  t r ader  

pe r mit  suc h.  T hes e  co nt r ac t s  a r e  ve r y po pu la r  a mo ng  t he ir  p a r t y  

ma na ge me nt  co mpa n ie s  o r  ma jo r  ma n ager s  w h ic h  a r e  spe c ia l iz ed  in  

ce r t a in  t r ad ing  a r e a s  a nd  ca n  a f fo r d  t o  nego t ia t e  a  f ixe d  p r ic e  

ag r ee me nt  fo r  t he  ve s se ls .   

  

4 . 3 . 1 . 2  M axi mu m P r ic e  Ag re em ent  

 

M PA :  A Ma x imu m Pr ic e  Agr ee me nt  g ive s  yo u  fu l l  p r o t ec t io n  

f r o m p r ic e  f lu c t ua t io n.  U po n p a yme nt  o f a n up fr o nt  p r e miu m yo u  

o bt a in t he  r ig ht ,  bu t  no t  t he  o b l iga t io n,  t o  bu y a  c e r t a in  a mo u nt  o f  

bu nker s  a t  t he  ag r e ed  ma x imu m pr ic e .  I n  o t he r  wo r d s ,  t he  s h ip  o w ner  

ca n bu y a n o p t io n co nt r ac t  fr o m h is  t r ader ;  it  i s  mo r e  l ik e  a n  

in s u r a nc e  po l ic y t ha t  he  w i l l  no t  pa y f o r  h is  bu nk er s  a t  a  p r ic e  h ig her  

t ha n t he  g ive n o ne .   
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T he  p r o ce s s  w h ic h  ha s  t o  be  fo l lo w ed  in  o r der  t o  g ive  t he  f ina l  

a mo u nt  fo r  t he  p r e miu m de pe nds  o n t he  c ir cu mst a nc es ,  t he  t heo r e t ic a l  

bas e  upo n w h ic h yo u  make  t he  ca lc u l a t io ns  is  t he  sa me  w he n is su ing  

a n in s u r a nce  po l ic y:  i f  yo ur  c l ie nt  has  a  bad  r eco r d  yo u  ge t  h im t o  pa y 

a  h ig her  p r e miu m.  I n su c h co nt r ac t s  ho we ver  t he  ma in  t h ing s  t o  

co ns ide r  a r e  t he  fo l lo w ing :  

a .  What  is  t he  ma x imu m pr ice  fo r  bu n ker s  t ha t  t he  o wner  

w is he s  t o  secu r e ,  i f  t he  p r ic e  co ns ide r a b ly c lo s e  t o  t he  

p r ice  a t  t he  spo t  mar k e t ,  t he  p r e miu m s ho u ld  be  lo w.  I n  t he  

o ppo s it e  ca s e ,  i f  a  p r ic e  s ig n i f ic a nt ly  h ig her  t ha n t he  spo t  

o ne  ha s  t o  be  s ecu r ed ,  t he  p r e miu m is  de f in it e ly  h ig h.  

b .  I f t he  a g r ee me nt  is  t o  be  f ixe d  fo r  a  pe r io d  o f  t ime  w he n  

we  a r e  e xpe c t ing  impo r t ant  f luc t ua t io n o n t he  o i l  p r ic e s ,  e  

r isk  ma nag e me nt  co mp a ny has  t o  co ver  t ha t  r isk  as  w e l l  

c .  T he  vo la t i l it y  o f t he  ma r ke t  a t  t ha t  pe r io d  o f t ime  ha s  t o  be  

t ake n u nder  co ns id e r a t io n.  

   

Suc h co nt r ac t s  do  e x is t  bu t  t he ir  ap p l ic a t io n is  no t  r ea l l y  po pu la r .  

T he  ma in  r ea so n is  t ha t  it  i s  e xt r e me ly co mp l ic a t ed  t o  ca lcu la t e  ho w  

mu c h t h is  p r e miu m s ho u ld  be  fo r  t he  o p t io n t o  bu y a nd  t hu s  t he y a r e  

no t  ve r y po pu la r  in  t he  s h ip p ing  ind us t r y.  T r a der s  a nd  mo s t  

impo r t ant ly  r is k  ma nager s  a vo id  ma k ing  t he  c a lcu la t io n be cau se  mo s t  

o f t he  t ime s  it  i s  no t  wo r t h t he  e f fo r t :  t he  mar g ins  a r e  lo w a nd  t he  

e l ig ib le  bu yer s  fo r  suc h  a  co nt r ac t  fe w.  I n  o t he r  wo r ds ,  o n t o p  o f t he  

r es t r ic t io ns  in  o r de r  t o  ha ve  a  f ixe d  p r ic e  a g r ee me nt  yo u  add  t he  

p r e miu m ca lcu la t io n.  Mo st  o f t he  t ime ,  i f  u se d ,  t he  o w ner s  c ho o se  

suc h co nt r ac t s  in  o r de r  t o  secu r e  q u a nt it ie s  a nd  s mo o t h supp ly fo r  

t he ir  ve s se ls ,  e sp ec ia l l y  in  t he  c r u is e  l ine s  co mpa n ie s  be ca us e  t he y 

p la n a t  lea s t  o ne  ye a r  a he ad .   
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4 . 3 . 2  Pape r  hedg e  

 

T he  pap er  hed ge  a g r ee me nt s  a r e  a  p u r e  f ina nc ia l t o o l w her e  no  

ph ys ica l  de l ive r y o f bu nk er s  is  i nvo lv ed .  T he  ma jo r  ad va nt age  o f  t he  

paper  hedg e  ag r e e me nt  is  t ha t  t he  po in t  o f r e fe r e nce  is  P la t t ’ s  da i l y  

r epo r t .  I t  i s  t he  wo r ld ’ s  la r ge s t  e ne r g y in fo r mat io n p r o v id er ,  p r o v id e s  

in fo r mat io n a nd  se r v ic e s  t o  co mp a n ie s  a nd  ind iv idu a ls  ac t ive  in  t he  

f ie ld s  o f e le c t r ic it y ,  na t u r a l  ga s ,  o i l ,  mar ine  o i l ,  co a l ,  nu c le a r  e ner g y  

a nd  p e t r o che mic a ls .  Cu s t o mer s  r ec e ive  P la t t ’ s  new s  a nd  mar ke t  

in fo r mat io n se r v ic e s  i n  r e a l  t ime  a nd  c a n ha ve  ea s y r e fe r e nc e  t o  r ev is e  

t he ir  po s it io n.  I t  i s  a  u n ive r sa l l y  r e co gn iz ed  f ina nc ia l  in s t it u t io n a nd  

t he ir  r epo r t s  a r e  co ns id e r ed  l i ng ua  f ran ca  i n  bu nker  mat t e r s ,  t he y 

ca nno t  be  qu e s t io ned .   

 

A  P la t t ’ s  r epo r t  t akes  in fo r mat io n  f r o m o i l  ca r go  t r ader s  a nd  o i l  

co mp a n ie s  a nd  mo n it o r s  a l l  t he  r e le va nt  ca r go  mo ve me nt s  in  d i f fe r e nt  

pa r t s  o f  t he  wo r ld .  E ver y a ft e r no o n a t  1 730  G MT  t he  d a y’ s  

t r ans ac t io ns  a r e  co ns id e r ed  c lo se d  a nd  a l l  t he  da t a  ha s  t o  be  

p r o ces sed .  O n t he  ne xt  mo r n ing  we  ge t  a  fu l l  r epo r t  l ik e  t he  o ne  be lo w  

t he  P la t t ’ s  E ur o pea n Mar k e t  Sca n fo r  3 1 /07 /0 7 .  
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 Size   Area Low ch Low High Hi ch Unit Mean $/mt 

3.5% FO FOB Rdam Barges FOB Rdam 5,00 372,25 372,75 5,00  $/MT  372,50 

1% FO FOB Rdam Barges FOB Rdam 2,25 359,50 360,50 2,25  $/MT  360,00 

Gasoil 0.2 Barges FOB Rdam 10,50 652,25 652,75 10,50  $/MT  652,50 

3.5% FO FOB NWE Cargo FOB NWE 5,00 351,50 352,50 5,00  $/MT  352,00 

3.5% FO CIF NWE Cargo CIF NWE 5,00 368,25 369,25 5,00  $/MT  368,75 

1% FO FOB NWE Cargo FOB NWE 4,25 371,00 372,00 4,25  $/MT  371,50 

1% FO CIF NWE Cargo CIF NWE 4,25 386,00 387,00 4,25  $/MT  386,50 

Gasoil 0.2 Cargo CIF NWE 10,75 658,50 659,50 10,75  $/MT  659,00 

Gasoil 0.2 Cargo FOB NWE 10,75 641,00 642,00 10,75  $/MT  641,50 

ULSD Cargo CIF NWE 11,50 698,75 699,75 11,50  $/MT  699,25 

ULSD 10 ppm Cargo CIF NWE 12,00 694,50 695,50 12,00  $/MT  695,00 

ULSD 50 ppm Cargo CIF NWE 12,25 695,50 696,50 12,25  $/MT  696,00 

Jet Kero Cargo CIF NWE 13,00 723,00 724,00 13,00  $/MT  723,50 

3.5% Fuel Oil Cargo FOB Med 8,50 374,75 375,75 8,50  $/MT  375,25 

3.5% Fuel Oil Cargo CIF Med 8,50 392,00 393,00 8,50  $/MT  392,50 

1% FO FOB Med Cargo FOB Med 4,00 382,25 383,25 4,00  $/MT  382,75 

Gasoil 0.2 Cargo FOB Med 11,50 659,50 660,50 11,50  $/MT  660,00 

Gasoil 0.2 Cargo CIF Med 11,50 678,50 679,50 11,50  $/MT  679,00 

ULSD 50 ppm Cargo FOB Med 12,50 682,75 683,75 12,50  $/MT  683,25 

ULSD 50 ppm Cargo CIF Med 12,50 695,50 696,50 12,50  $/MT  696,00 

HSFO380 4% S'por Cargo FOB Sing -3,35 387,97 388,01 -3,35  $/MT  387,99 

HSFO180 S'por Cargo FOB Sing -1,43 393,85 393,89 -1,43  $/MT  393,87 

Gasoil 0.5% Cargo FOB Sing 0,19 85,33 85,37 0,19 $/bbl 629,29 

3% Fuel Oil Water FOB USG 0,20 58,15 58,25 0,20 $/bbl 369,57 

No. 2 Waterborne WtrBn FOB USG 0,0400 2,0780 2,0855 0,0425 $/Gal 640,62 

HSFO 180 CST Cargo FOB Arab G -1,43 379,53 379,57 -1,43  $/MT  379,55 

Gasoil 0.25% Cargo FOB Arab G 0,19 83,99 84,03 0,19 $/bbl 625,87 

Gasoil Cargo FOB Arab G 0,19 82,19 82,23 0,19 $/bbl 612,46 

 

 

T he  f i r s t  co lu mn de sc r ibe s  t he  d i f fe r e nt  qua l it ie s  a nd  p r o duc t s  

fo r  o i l  w it h  s pec ia l  r e fe r e nce  t o  co nt ent  o f s u lp hur .  Fo r  e xa mp le  3 , 5  %  

Fu e l O i l  o f t he  f ir s t  ce l l  ca n be  d is t i l le d  a s  380  de gr ee s  Fue l  O i l  

w h ic h  ma in  e ng ine s  us e  a s  ma r ine  fu e l.  T her e  a r e  d i f fe r e nt  qu a l it ie s  

bo t h d ir t y a nd  c le a n bu t  a l l  o f t he m a r e  c r ud e  ca r go e s ,  no t  d is t i l le d  

o ne s  r ead y t o  be  co nsu me d  a s  bu nk er s  by ve ss e ls  a t  sea .  
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T he  s eco nd  co lu mn de f ine s  t he  s ize  o f  t he  c a r go  e xc ha nged .  Fo r  

e xa mp le  a t  Ro t t e r da m,  w her e  s ma l l  ba r ges  w it h s iz e  a t  a bo u t  3 , 500  –  

5 , 000  mt s  D WT  ar e  u sed  t o  ent e r  t he  c a na l  a r e  us ed  we  me a n t ha t  eac h  

lo t  ha s  ap pr o x imat e ly t ha t  s iz e .  Whe n t he  p r o duc t  is  d e sc r ibe d  a s  

ca r go ,  t he n it  ma y be  a  lo t  o f 200 , 0 00  mt s .  T he  w a t e r  fe a t u r e  o n ly  

app l ie s  fo r  p r o duc t  a t  Ho us to n,  T exa s  US A w her e  t he  lo ca l  q ua l i t y  ha s  

t o  go  t hr o ugh  a  sp ec ia l  p r o ce s s  in  o r de r  t o  ge t  fue l  380  degr ee s  mar ine  

Fu e l  o i l  o u t  o f t he  r e f ine r y.  

 

T he  t h i r d  co lu mn o bv io u s ly r e fe r s  t o  t he  se l l i ng  t e r ms ,  e it he r  

CI F o r  FOB.  

 

Whe n  co ming  t o  t he  fo u r t h co lu mn,  t he  a na lys is  t ha t  w i l l  fo l lo w  

app l ie s  t o  t he  ma in  o i l  d is t r ic t s  o f t he  wo r ld  w her e  r e f ine r ie s  r ec e ive  

a nd  d is t i l  o i l :  Ro t t e r da m,  No r t h West e r n E ur o pe ,  t he  Me d it e r r a ne a n,  

S ingapo r e ,  t he  U . S .  Go lf  a nd  o f co ur s e  t he  Ar a b Go l f.  

 

T he  ne xt  fo u r  co lu mns  g ive  impo r t ant  nu mber s :  t he  min imu m 

pr ice  d i f fe r e nc e  in  U . S .  do l la r s  f r o m t he  p r e v io u s  d a y,  t he  ac t ua l  

lo we s t  p r ic e  t r aded  in  t he  p r e v io u s  d a y  a nd  t he  e xac t  sa me  in fo  fo r  t he  

h ig he s t  s ide .  

 

Ne xt  in  l ine  is  t he  u n it  o f o i l t r ade d ,  a nd  a s  o ne  ma y s ee  o n ly a t  

t he  Ar a b Go lf  do  we  t r ade  in  ba r r e ls ,  t he  r es t  o f t he  wo r ld  is  t r ad in g  

in  U S  do l la r s  p e r  me t r ic  t o ne .  

 

T he  o n ly add it io n in  t he  r epo r t  is  t he  f ina l  co lu mn w h ic h g ive s  a  

me a n p r ic e  f r o m t he  h ig hes t  a nd  t he  lo w es t  p r ice  t r aded  in  t he  

p r e v io u s  d a y.   

  

T he  P la t t ’ s  i s su es  ma n y d i f fe r e nt  r epor t s  o n a  da i ly ba s is  w h ic h  

ca n be  u se d  a s  r e fe r e nce  i n  t r ansa c t io n.  Fo r  e xa mp le  t he  bu nk er  w ir e  

r epo r t ,  wh ic h o n ly g ive s  in fo  fo r  t he  mar ine  fu e ls (  fo r  t he  d is t i l le d  o i l  

w h ic h a  p r o duc t  r ead y fo r  co nsu mp t io n)  is  t he  ba se  u po n w h ic h  

ag r ee me nt s  a r e  f ixe d  a nd  ca nno t  be  q ues t io ned .  T he  r epo r t  e xp la ine d  
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a bo ve  is  no t  d ir e c t  bu nk er  p r o duc t s  ho we ver  t he  bu nk er  p r ice s  a r e  

d ir ec t l y  a nd  u t t e r ly  co r r e la t ed  w it h t he  r epo r t  abo ve  bec au se  t he  p r ic e  

f lu c t ua t io ns  w i l l  fo l lo w a t  t he  bu nker s  p r ic e s  a nd  t he  a va i la b i l it y  o f  

p r o duc t s  ca n a lso  be  mo n it o r ed .  

 

 

T he  p r o ce s s  o f t he  p aper  he dge  me c ha n is m beg ins  w it h se t t ing  a  

f ixe d  p r ic e  co r r e la t ed  t o  t he  P la t t ’ s  r e po r t s  and  is  no t  sp ec i f ie d  fo r  a  

ce r t a in  po r t  bu t  a  fo r  a  ce r t a in  a r ea ,  fo r  e xa mp le  t he  M ed it e r r a nea n.  

Fr o m t ha t  po int  o n,  t he r e  a r e  t hr ee  o p t io ns    

 

a .  Pap e r Hed ge  Ag re e ment  –  Swap  

T his  pa per  he dge  a g r ee me nt  e na b le s  yo u  t o  lo ck  a  p r ic e  fo r  

yo ur  fu t u r e  bu nker s  co nsu mpt io n w it ho u t  co mmit t ing  

yo ur s e l f  int o  t ak ing  p h ys ica l  de l iv e r y a t  a ny spe c i f ic  

des t ina t io n.  Whe n  yo u  bu y a  s wap  ag r ee me nt ,  yo u  f ix  t he  

p r ice  r e fe r r ing  t o  a  p r io r  P la t t ’ s  p r ice  depe nd ing  u po n yo ur  

bu nker  e xpo sur e .  Co ns id e r ing  t ha t  no  ac t ua l  p hys ic a l  

de l ive r y t ak es  p la c e ,  t he  ne t  r e su l t  w i l l  be  t ha t  t he  

se t t le me nt  o n t he  sw ap  t r ans ac t io n co unt e r ba la nc e s  t he  

c ha nge s  in  yo ur  bu nk er  invo ic es ,  se cu r ing  yo u  a  f ixe d  

p r ice  fo r  yo ur  bu nker s ,  no  mat t e r  wha t  happ e ns  w it h t he  

o i l  p r ic e s .  I n  o t he r  wo r ds ,  a  Sw ap  e ns u r e s  yo u  a  c as h  

se t t le me nt  w her e  t he  p r io r  d e f ine d  P la t t ’ s  r e fe r e nce  s e t t le s  

a bo ve  f ixe d  p r ic es .  O n  t he  o t he r  ha nd ,  t he  o ppo s it e  

happ e ns  w he n  t he  P la t t ’ s  r e fe r e nc e  be lo w t he  ag r e ed  f ixe d  

p r ice .  T h is  is  o f co ur se  t he  mo s t  co mmo n  u se  a nd  a  go o d  

c ho ice  w he n  t he  ve s se l  o r  t he  ve s se l ’ s  a  f le e t  o per a t e  in  

ce r t a in  t r ad ing  a r ea s ,  u su a l ly  i n  t r a mp  s h ipp ing .  Fo r  

e xa mp le ,  i f  t he  o per a t o r  ha s  a  me a n  expo sur e  o f 2 50 , 00  

USD/ MT  in  a  c e r t a in  po r t ,  o n t he  o the r  ha nd s  he  bu ys  a  

swa p  fo r  P la t t ’ s  ind ic a t io n p lu s  2 , 00 USD.  I f t he  P la t t ’ s  

p r ice  o n t he  de l ive r y da t e  is  2 55 , 00  U SD,  t he n  he  c as he s  a  

d i f fe r e nce  o f +2 , 00  US D per  MT .  O n t he  o t he r  ha nd ,  i f  t he  

p r ice s  mo ve  aga ins t  h im a nd  t he  P la t t ’ s  p r ic e  is  2 48 , 00 ,  

ΠΑ
ΝΕ
ΠΙ
ΣΤ
ΗΜ
ΙΟ

 Π
ΕΙ
ΡΑ
ΙΑ



 52 

yo u  s t i l l  s ec u r ed  a  p r ic e  lo wer  t ha n  yo ur  e xpo sur e  fo r  

248 , 00US D/ MT .  T h is  is  o n ly pap er  s e t t le me nt  t o  a  pu r e  

hedg ing  t oo ls  a nd  ha s  no t h ing  t o  do  w it h t he  ac t ua l  

de l ive r y,  a va i la b i l i t y  e t c .  

 

b .  Pap e r Hed ge  Ag re e ment  –  Cap  

A c ap  p aper  hedge  se cu r e s  yo u  aga ins t  bu nker  p r ic e s  r is ing  

a bo ve  yo ur  budg e t  p r ice ,  bu t  w it ho u t  t he  o b l ig a t io n t o  

fo r fe it  t he  o ppo r t un it y  t o  inc r e as e  yo ur  p r o f it s  w he n  

bu nker  p r ic es  fa l l i ng  du r ing  t he  hedg ing  pe r io d .  I t  i s  a n  

o ne  wa y s ecu r i t y ,  w her e  no  p a yme n t  w i l l  o c cu r  i f  t he  

ag r ee d  p r ic e  inde x  se t t le s  be lo w  t he  cap  le ve l .  T he  ca ps  

a r e  o f fe r ed  ag a ins t  pa yme nt  o f  a n  up f r o nt  p r e miu m w hic h  

depe nd s  upo n t he  p e r io d  a nd  t he  c ap  le ve l .  T her e  a r e  

d i f f ic u lt ie s  t o  app ly suc h ag r e e me nt s  beca us e  it  i s  no t  eas y 

to  ca lcu la t e  t he  p r e miu m.  As  e xp la ine d  a bo ve ,  i f  yo u  bu y a  

cap  t o  secu r e  yo u  fo r  p r ic es  o ver  fo r  P la t t ’ s  +  2 , 00 USD,  

yo u  s ecu r e  yo ur  budg e t  i f  p r ic es  mo ve  aga ins t  yo u  o ver  a  

p r e miu m.  Ho we ver ,  in  co mmo n p r ac t is e  suc h  co nt r ac t s  a r e  

no t  ea s i l y  nego t ia b le ,  o w ner s  w is h ing  t o  t ake  a  he dge  

po s it io n  p r e fe r  t o  bu y a  s wap  a nd  g e t  bo t h p r o t ec t io n  f r o m 

o ppo s it e  p r ice  mo ve me nt  a lo ng  w it h po s s ib i l i t y  t o  

spe cu la t e .    

 

c .  Pap e r Hed ge  Ag re e ment  –  Ze ro  Cost  Co l la r  

A zer o  co s t  co l la r  s t r a t eg y is  des ig ne d  yo u  ca s h  

co mp e ns a t io n w her e  t he  c ho s e n p r ic e  ind e x s e t t le s  a bo ve  

t he  ag r e ed  cap  p r ic e .  T o  f ina nc e  t he  p r e miu m o n t he  ca p  

t r ans ac t io n,  yo u  s imu lt a neo us ly s e l l  t he  o ppo r t un it y  t o  

inc r e as e  yo ur  p r o f it s  w her e  t he  p r ice  i nd e x  s e t t le s  be lo w  a  

ce r t a in  ca lc u la t ed  le ve l  o r  “ f lo o r  p r ic e ” .  I f  t he  p r ice  ind e x  

se t t le s  be t wee n t he  f lo o r  a nd  t he  ca p  p r ic e ,  no  pa yme nt  

w i l l o c cu r .  I n  t h is  c a se ,  ba s is  yo ur  in i t ia l  bu nker  e xpo s ur e  

a nd  a  P la t t ’ s  ind ica t io n yo u  f ix  a  ze r o  co s t  co l la r  

ag r ee me nt  o ver  P la t t ’ s  –  5 , 00  US D,  fo r  exa mp le  c ap  p r ic e  
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250 , 00  USD,  f lo o r  p r ic e ,  245 , 00US D .  T he  o b je c t  o f t h is  

ag r ee me nt  is  t o  cas h  co mpe ns a t io n i f  t he  p r ic e  se t t le s  

a bo ve  t he  c ap  p r ic e  o n t he  o t he r  ha nd ,  i f  it  s e t t le s  be lo w  

yo u  ha ve  r e s ig ned  yo ur  o p t io n t o  cas h t he  d i f fe r e nc e .   

 

 T he  t h ing  w it h pap er  hedg e  f ina nc ia l  t oo ls  is  t ha t  t he r e  is  no  

in vo lve me nt  o f  p hys ic a l  de l ive r y me a n ing  t ha t  it  i s  a  ma t t e r  t o  be  

ha nd le d  no t  by t he  o per a t o r  o f t he  ve s se l ,  bu t  b y t he  f ina nc ia l  o f f ic e r  

in  c har ge .  T hes e  t o o ls  s ho u ld  be  mo n it o r ed  b y t he  f ina nc ia l  

depar t me nt  be cau se  it  has  no t h ing  t o  do  w it h  ve s se l  o per a t ing ;  it  ha s  

t o  do  wit h r is k  a ver s io n.  Add it io na l ly ,  a l l  t he  t ec hn iq ue s  d es c r ibe d  

a bo ve  a r e  o ver  t he  co u nt e r  hedg ing  t oo ls ,  t he r e fo r e  in  o r de r  t o  mak e  

suc h co nt r ac t s  t he  t r ader  ha s  t o  secu r e  c r ed it  l i ne s  fr o m t he  c l ie nt  

s inc e  t he r e  is  no  c le a r ing  p r o ce dur e ,  eac h c l ie nt  ha s  t o  ha ve  a n  

es t a b l is he d  c r e d it  l ine .   

  

 

4 . 4  Hedg ing  Too l s  in  t he  R egu la t ed  M arket  

 

4 . 4 . 1  I ma re x B unke r Fut u res  Cont ra ct s  

 

Al l  t he  o p t io ns  de sc r ibed  a bo ve  ap p ly t o  o ver  t he  co unt e r  

t r ans ac t io ns ,  ho we ver  t he  I M ARE X  o p t io n ca nno t  be  o ver lo o ked .  

S ince  5 t h  De ce mber  200 5  t he  I mar e x la unc hed  t r ada b le  fu t u r e  co nt r ac t s  

t hr o ugh t he ir  e le c t r o n ic  sc r ee n ma r k e t  a lo ng  w it h c le a r ing  p r o cedur es  

a va i la b le  t o  a l l  t he ir  t r ad ing  me mb er s .  T he  I mar e x o ffe r s  fu t u r e s  

co nt r ac t s  o n :   

 

-    Ro t t e r da m 3 . 5%  Su lp hur  B ar ge s  FO B 

-  No r t hwes t e r n E ur po r  (  NE W)  1 . 0  Su lp hur  Bar g es  FOB 

-  S ingapo r e  I FO 180  cs t  FOB 

-  S ingapo r e  I FO 380  cs t  FOB 

-  Fu ja ir a h I FO 180  c s t  FO B 

-  Ho ust o n I FO 18 0  c s t  FOB 
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T he  d ur a t io n o f t he se  co nt r ac t s  va r ie s  fr o m 6  mo nt hs ,  6  quar t e r s  

a nd  2  c a le ndar  ye a r s .  T he se  co nt r ac t s  a r e  o n ly a va i la b le  t o  t he  t r ad in g  

me mber s  w ho  a r e  a l r e ad y in  t he  c lea r ing  p r o c es s  t hr o ug h t he  

co l la bo r a t ing  ba nk .  

 

4 . 4 . 2  Ene rgy  Fut u re s  Cont ra ct s  

 

O ne la s t  o p t io n t o  hedge  aga ins t  bu nk er  p r ice s  mo ve me nt s  is  t o  

bu y pe t r o leu m fu t u r e  co nt r ac t s  in  t he  r egu la r  l i s t ed  mar ke t .  S ince  t he  

bu nker  p r ic es  ha ve  h ig h d ir e c t  co r r e la t io n t o  t he  o i l  p r ic e s  yo u  c a n  

hedg e  a ga ins t  t he  co mmo d it y p r ice  w h i le  bu y ing  fu t u r e  co nt r ac t  o f t he  

under l ie  p r o duc t .  T h is  so lu t io n is  ba s e d  o n f i na nc ia l  d a t a  a nd  is  no t  in  

d ir ec t  co nne c t io n  w it h  t he  a im o f  bu nker s  pu r c ha s ing  w h ic h  is  s mo o t h 

a nd  c he ap  bu nker s  supp ly.  Ho we ver  s inc e  t he  t r a nsac t io ns  t ake  p la ce  

in  t he  l is t ed  ma r ke t  t he r e  is  no  c r e d it  r isk  a nd  o i l co nt r ac t s  a r e  a lw a ys  

ea s i l y  t r ada b le .  I t  ca n be  de sc r ibed  a s  hedg ing  in  a  d i f fe r e nt  mar k e t ,  

a s  yo u  c a n bu y e ner g y fu t u r e  co nt r ac t s  in  t he  ma jo r  mer ca nt i le  

mar ke t s  a s  t he  NY ME X o r  a t  S ing apo r e  e t c .  
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Chapt e r 5  

ANALYSIS FOR JULY 2007 IFO MED  

 

5 .  Ana ly s i s  fo r  Ju ly  2 007  IFO FOB  M edi t e rranean  

 

I n  o r der  t o  be t t e r  under s t a nd  t he  fu nc t io ns  o f t he  he dg ing  t o o ls  

des c r ibe d  a bo ve ,  it  wa s  de c id ed  t o  fo r m o ur  o wn ca se  s t ud y e xa mp le  

a nd  t r y t o  mak e  in  ind ic a t ive  app l ic a t io n o f t he  t ec hn iq ue s  a na lyz e d  

be fo r e .  I n  o u r  a na lys is ,  w e  t o o k P la t t ’ s  da t a  fo r  t he  ge ner a l  

Med it e r r a nea n  r eg io n a lo ng  w it h t he  ind ic a t io ns  fo r  t he  po r t s  o f  

P ir aeu s ,  G ib r a lt a r  a nd  I s t a nbu l  fo r  t he  mo nt h  o f Ju ly 200 7 .  We 

dec id ed  t o  use  t he se  t hr e e  po r t s  in  o u r  e xa mp le  bec au se  a l l  t hr e e  o f  

t he m ha ve  t he ir  o wn s ingu la r it ie s  i n  t e r ms  o f  t r a f f ic ,  p r o ce dur e s  t o  be  

fo l lo we d  fo r  bu nk er ing  pu r po se s  a nd  mo s t  o f a l l  t hes e  t hr e e  po r t s  a r e  

t he  ma jo r  bu nker ing  s t a t io ns  in  t he  Med it e r r a nea n  Se a .  T o  s t a r t  o u r  

a na lys is ,  w e  w i l l  ma k e  a  s ho r t  p r e se nt a t io n  o f a l l  t hr ee  po r t s  a nd  ha ve  

a  ge ner a l ide a  o f t he ir  fu nc t io ns .  T he n ,  we  w il l  s ho w v ia  d ia g r a ms a nd  

bas is  upo n o ff ic ia l  P la t t ’ s  nu mber s  t he  mo ve me nt s  o f  t he  o i l  a nd  

bu nker  p r ic e s  a nd  t he n  co mp ar e  t he m to  eac h  o t he r  a nd  f ina l l  we  w i l l  

p r es e nt  o u r  co mme nt s .   

 

5 . 1 . 1  Is t anbu l  

 

I s t anbu l  is  t he  b igg e s t  and  mo s t  impo r t ant  T ur k is h Po r t  s it ua t ed  

in  t he  mo u t h o f Bo spo r us  i n  t he  Mar mar a  Se a .  I t  co mpr is e s  s e ver a l  

s ma l le r  po r t s  mak ing  up  t o  t wo  ma in  se c t io ns :  Kar ako y P ie r s  fo r  

pas s e nger  a nd  Ha yd ar p as a  po r t  fo r  c a r go  ha nd l ing .  I n  t he  H a yd ar pa s a  

p ie r s ,  fo r  t he  yea r  200 6 ,  a n  e s t ima t ed  o f  3 , 400 . 0 00  mt s  o f ca r go  w er e  

ha nd le d  a t  t he  co nt a ine r  a nd  ca r go  be r t hs ,  w h i le  t he  t he r e  a r e  a lso  

t ank er  be r t hs  a nd  r o - r o  be r t hs .  O n  t he  o t he r  ha nd ,  t he  p as se nger  

t e r mina l  se r v ing  t he  c r u is e  ve ss e l  ca l l ing  I s t anbu l  is  mo r e  t ha n  v iv id .  

I n  a dd it io n,  in  t he  ge ner a l  M ar mar a  Sea  a r ea ,  t he r e  a r e  a lso  o t he r  

t e r mina ls ,  r e pa ir  zo ne s  a nd  s h ip yar d s .  Abo ve  a l l  t ho ug h,  I s t a nbu l  is  

s it u a t ed  in  t he  c e nt r e  o f t he  S t r a it s ,  Bo spo r us  a nd  Dar a ne l le s ,  a l l  t he  
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ves s e l sa i l ing  t o war ds  a nd  f r o m t he  B lack  Se a  ha ve  t o  t r ans it  I s t a nbu l .  

Co ns id e r ing  t h is ,  t he  vo lu me  o f p a ss e ng er s  o r  ca r go  a c t ua l ly  ha nd led  

ma y lo o k  t r iv ia l  t o  t he  nu mber  o f ve s s e l t r a ns it ing .   

 

Bu nk er  su pp ly a t  I s t a nbu l  is  co mmo n p r ac t ic e  no wad a ys  no t  o n ly  

bec au se  o f t he  h ig h q ua l it y  bu nker s  o f t he  a r ea  bu t  a lso  be ca us e  in  

e x it ing  t he  B la ck  Se a ,  t he  ves s e ls  c a n  l i ft  t he i r  u sua l  bu nker s  ( o t he r  

t ha n t he  lo w su lp hur  e xpe ns ive  o ne s  r equ ir e d  w it h in  t he  B la ck  S ea) .  

T her e  is  no  o p t io n t o  l i ft  bu nker s  o n  a  be r t h ,  o n ly v ia  ba r ge  t o  t he  

des ig na t ed  a nc ho r ag e  fo r  bu nk er s  l i ft i ng .  

 

5 . 1 . 2  Pi raeu s   

 

 P ir aeu s  is  t he  Gr eek  po r t  w it h t he  h ighe s t  t r a f f ic  o n a  na t io na l  

sc a le  bu t  it s  t r a f f ic  is  mo s t  o f t he  t imes  c a lc u la t ed  a s  t he  t o t a l t r a f f ic  

o f t he  ge ner a l  P ir aeu s  po r t  and  E le us is  a r e a  w h ic h  inc lud es  fe r r y 

t e r mina l,  r o - r o  t e r mina l ,  co nt a ine r  t e r mina l ,  p as s e nger  t e r mina l ,  

ge ner a l  c a r go  be r t hs ,  s i lo s ,  la y- by be r t hs ,  p e t r o leu m ins t a l la t io ns  a nd   

s h ip yar d s .  A lo ng  w it h in f r a s t r uc t u r e  t he r e  is  a  ve r y s t r o ng  mar it ime  

c lu s t e r  e xp a nd ed  in  a l l  so r t s  o f s h ipp ing  o per a t io ns  w h ic h  r e nder s  

P ir aeu s  a s  a n e l ig ib le  po r t  t o  s to p  fo r  bu nker s  a nd  so met ime s  a r r a nge  

o t he r  supp l ie s ,  r epa ir s ,  spa r es  e t c .  A t  P ir aeu s  yo u  c a n mo s t  o f t he  

t ime s  l i ft  t he  bu nk er s  e x- bar ge  e it he r  a t  t he  Anc ho r age  o r  e x- bar g e  

a nd  e x- t r uck  w her e  t he  s a fe t y co nd it i o ns  p e r mit  it  s inc e  t he r e  is  no  

des ig na t ed  a nc ho r ag e  fo r  t he  bu nker s  a nd  no  de s ig na t ed  be r t h  t o  l i ft  

spe c ia l q ua l i t y  bu nk er s .  Des p it e  t he se  d i f f ic u lt ie s ,  P ir a eu s  is  s t i l l  

co ns ide r ed  a  go o d  o pt io n r eg ar d ing  bunker  l i ft ing  be cau se  o f t he  fa i r  

qua l it y  a nd  t he  r e le va nt ly  lo w  p r ic es  w h ic h  pu t  a s id e  t he  fac t  o f t he  

de v ia t io n t o  r eac h P ir ae us .  
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5 . 1 . 3  Gib ra lt a r  

 

O ver  t he  ye a r ,  t he  G ib r a lt a r  Ro ck  ha s  a lw a ys  be e n a  s t r a t eg ic  

po int  in  t he  Me d it e r r a ne a n Se a .  T he  sa me  qu ir k  o f  geo gr ap h y ha s  

a l lo w ed  G ib r a lt a r  t o  evo lve  a s  a  mar i t ime  po int  o f e xc e l le nce  r ig ht  in  

t he  c r o ss r o ad  o f  t he  Med i t e r r a nea n  a nd  At la nt ic  s h ip p ing  la nes  

o f fe r ing  va r io us  s e r v ic e s ,  a mo ng  t he m bu nk er  sup p l ie s  t o  t he  mo r e  

t ha n 90 , 0 00  ve s se ls  t r ans it ing  a t  G ib r a lt a r  o n a nnua l  ba s is .  W it h in  t he  

la s t  de cad e ,  bu nk er s  su pp l ie s  ha s  be co me t he  ma jo r  a c t iv i t y  o f t he  

po r t  o f G ib r a l t a r  a nd  a s  a  r e su lt ,  t he  r e le va nt  Po r t  Au t ho r it y  has  

wo r ked  w it h  a l l  t he  p a r t ie s  co nc er ne d  t o  es t ab l is h  t he  co nd it io ns  a nd  

r u les  in  o r de r  t o  be s t  s e r ve  t he  indu s t r y a nd  o f co ur s e  t he  c l ie nt s .  Ju s t  

under  4  mi l l io ns  o f t o nes  o f bu nk er s  wer e  de l ive r ed  in  2 006  t o  5 , 402 

ves s e ls ,  w h i le  in  198 9  o n ly a  po o r  0 . 84  mi l l io n t o nes .  B u nker s  c a n be  

de l ive r ed  a t  e it he r  be r t h  o r  a t  t he  des ig na t ed  a nc ho r ag e ;  t he  Po r t  

Au t ho r it y  ha s  se t  a n ea s y a nd  f le x ib le  fr a me  in  r egar ds  o f  p r e - a r r iva l  

r equ ir e me nt s  a nd  r e gu la t io ns  bu t  a lw a ys  r e spe c t ing  t he  int e r na t io na l  

r u les  a nd  r e so lu t io ns .     

  

5 . 2  P la t t ’ s  I nd ica t i ons  fo r  t he  M ed i t e rranean  in  gen e ra l  and  fo r  

Is t anbu l ,  Pi raeu s  and  Gib ra lt a r f o r J u ly  2 007  

 

 We  her e  be lo w  ha ve  t he  o f f ic ia l  P la t t ’ s  d a t a  fo r  Fu e l  CST  1 80  

a nd  Mar ine  D ie s e l  O i l,  w h ic h  a r e  t he  ba s ic  mar ine  fu e ls  u se d  in  t he  

ind u s t r y.  I n  t he  f i r s t  co lu mn,  t he r e  a r e  t he  P la t t ’ s  p r ic e s  fo r  c a r go  

mo ve me nt s  ba s ed  upo n t he  ba s ic  P la t t ’ s  r epo r t  s imi la r  t o  t he  o ne  g ive n  

p r e v io u s ly a nd  in  t he  s eco nd  co lu mn,  we  ha ve  t he  p r ic e s  ba sed  upo n  

da t a  f r o m t he  P la t t ’ s  bu nker  w ir e  r epo r t  ind ic a t ing  t he  p r ic e s  a t  w h ic h  

t he  P h ys ica l  Su pp l ie r  s e l l  t he  p r o duc t  lo c a l ly  o n t ha t  da t e .  A l l  p r ic e s  

a r e  ca lcu la t e d  in  U .  S .  Do l la r s  pe r  me t r ic  t o n.  
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5 . 2 . 1  P ri ce s  fo r Fue l  CST 18 0  

 

5 . 2 . 2  P la t t ’ s  Repo rt  f o r Ju ly  2 007  

 
CI F  3 , 5  % F u e l  1 80  CS T  M ed  

Dat e  P l a t t ' s  Ju l y  200 7  

  M ean  H i gh   Lo w 

2 / 07 / 0 7  351 , 2 5  351 , 7 5  350 , 7 5  

3 / 7 / 20 07  357 , 2 5  357 , 7 5  356 , 7 5  

4 / 7 / 20 07  357 , 2 5  357 , 7 5  356 , 7 5  

5 / 7 / 20 07  363 , 5  364  363  

6 / 7 / 20 07  369 , 2 5  369 , 7 5  368 , 7 5  

9 / 7 / 20 07  366  366 , 5  365 , 5  

10 / 7 / 2 00 7  367 , 2 5  367 , 7 5  366 , 7 5  

11 / 7 / 2 00 7  358 , 5  359  358  

12 / 7 / 2 00 7  360 , 5  361  360  

13 / 7 / 2 00 7  362  362 , 5  361 , 5  

17 / 7 / 2 00 7  366 , 7 5  367 , 2 5  366 , 2 5  

18 / 7 / 2 00 7  375 , 7 5  376 , 2 5  375 , 2 5  

19 / 7 / 2 00 7  384 , 7 5  385 , 2 5  384 , 2 5  

20 / 7 / 2 00 7  384  384 , 5  383 , 5  

23 / 7 / 2 00 7  380 , 7 5  381 , 2 5  380 , 2 5  

24 / 7 / 2 00 7  374  374 , 5  373 , 5  

25 / 7 / 2 00 7  375 , 5  376  375  

26 / 7 / 2 00 7  386 , 2 5  386 , 7 5  385 , 7 5  

27 / 7 / 2 00 7  393 , 7 5  394 , 2 5  393 , 2 5  

30 / 7 / 2 00 7  384  384 , 5  383 , 5  

31 / 7 / 2 00 7  392 , 5  393  392  
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5 . 2 . 3  P la t t ’ s  B unke rwi re  R epo rt  fo r  Ju ly  2007  

 
Dat e  P i raeu s  I s t an b u l  G i b ra l t a r  

 H i gh  Lo w H i gh  Lo w H i gh  Lo w 

2 / 7 / 20 07  382  378  393  389  386  385  

3 / 7 / 20 07  382  377  392  390  391  388  

4 / 7 / 20 07  395  383  398  395  399  397  

5 / 7 / 20 07  385  383  397  395  400  398  

6 / 7 / 20 07  394  392  407  403  402  401  

9 / 7 / 20 07  399  366  411  408  405  403  

10 / 7 / 2 00 7  397  393  411  409  404  403  

11 / 7 / 2 00 7  399  396  413  410  406  404  

12 / 7 / 2 00 7  391  389  408  407  399  398  

13 / 7 / 2 00 7  393  391  410  408  400  397  

17 / 7 / 2 00 7  393  392  411  408  402  400  

18 / 7 / 2 00 7  397  394  414  411  403  400  

19 / 7 / 2 00 7  402  400  423  422  410  408  

20 / 7 / 2 00 7  413  411  428  427  421  420  

23 / 7 / 2 00 7  414  411  428  426  419  417  

24 / 7 / 2 00 7  410  407  426  424  413  411  

25 / 7 / 2 00 7  403  400  423  420  409  407  

26 / 7 / 2 00 7  404  402  425  421  418  415  

27 / 7 / 2 00 7  415  412  431  430  424  420  

30 / 7 / 2 00 7  421  417  437  435  430  428  

31 / 7 / 2 00 7  412  409  431  429  421  420  
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5 . 3 . 1  M edi t e rra nean  Ju ly  2007  Diag r am 

 

 

 

5 . 3 . 2  Pi raeu s  Ju ly  20 07  Dia g ra m 
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5 . 3 . 3  Is t anbu l  Ju ly  20 07  Dia g ra m 

 

 

 

5 . 3 . 4  Gib ra lt a r Ju ly  20 07  Dia g ra m 

 

 

5 . 4 .  Co rre la t ion  in  b et we en  t he  t h re e  port s  

 

O n a  f i r s t  g la nce  o f t he  c har t s  g ive n  a bo ve  w e  c a n o n ly s ee  t ha t  

t he  s t a r t ing  p r ic es  in  ea c h a nd  e ver y  po r t  a r e  d i f fe r e nt .  I s t anbu l  is  

s ig n i f ic a nt ly  mo r e  e xp e ns ive  t ha n  t he  r e s t  o f t he  po r t s  a nd  in  t he  

P ir aeu s  –  P la t t ’ s  c ha r t ,  t he  fu e l  p r i ce  in  t he  f i r s t  t en  da ys  ha s  a  
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co ns ide r a t e  p lu nge  w h ic h  is  no t  no t ed  e it he r  a t  I s t a nbu l  o r  a t  G ib r a lt a r  

in  su c h d ep t h.  T he  d i f fe r e nc es  mig h t  see m s ma l l  in  r e la t ive  t e r ms  

ho we ver  i n  r e a l  t e r ms  t he  d i f fe r e nc e  a r e  qu it e  co ns id e r a b le  a nd  e ve n  a  

2  USD  d i f fe r e nc e  in  t he  p r ic e  be t wee n  I s t a nbu l  a nd  P ir aeu s  mig ht  be  

e no ug h t o  mo d if y t he  de c is io n.  I n  o u r  cas e  he r e ,  I s t anbu l  ha s  a l l  t he  

me a ns  t o  be  mo r e  e xp e ns ive  beca us e  s he  is  t he  f ir s t  po r t  in  t he  e x i t  o f  

B la ck  Sea  ( w her e  s pec ia l  qu a l it ie s  o f bu nk er s  s ho u ld  be  l i ft e d  fo r  

e nv ir o n me nt a l  p r o t ec t io n)  a nd  no  de v ia t io n is  r equ ir ed .  O n t he  t he  

o t he r  ha nd  in  P ir aeu s  we  no t e  t h is  p lunge  w h ic h  ca nno t  be  e xp la ine d  

v ia  t he  g e ner a l  mo ve me nt s  o f t he  o i l  p r ice s  s inc e  t he  do  no t  o bse r ve  

sa me  in  t he  o t he r  po r t s .  Co nse que nt ly ,  t h is  s ho u ld  be  a  lo c a l  e f fe c t ,  

e it he r  su r p lu s  in  t he  fu e l  t a nk s  w h ic h  t he  p h ys ic a ls  w a nt ed  t o  se l l  in  

o r de r  t o  r ece ive  f r es h  ca r go  e i t he r  lo w de ma nd  fo r  fu e l .  Ac t ua l ly  t h is  

s it u a t io n  de sc r ibe s  be s t  t he  fa c t  t ha t  o n t he  o ne  ha nd  t he  bu nk er  p r ic e s  

a r e  c lo s e ly e f fec t ed  b y t he  o i l  p r ic e s  ho we ver  t h is  is  no t  t he  o n ly  

co e ff ic ie nt  in  t he  equ a t io n,  supp ly a nd  d e ma nd  lo c a l ly  c a n p la y a  

s ig n i f ic a nt  r o le ,  so met ime s  e ve n  t he  lo c a l  ho l ida ys  c a n e f fe c t  t he  

p r ice s  a nd  pu s h t he m t o war ds  t he  o ppo s it e  d i r e c t io n t ha n t he  ma r ke t  in  

ge ner a l .  

T he  c har t s  a s  d es c r ibe d  a bo ve  g ive  no  ind ic a t io n w ha t so e ver  

r egar d ing  a ny co nnec t io n o r  co r r e la t io n in  be t wee n t he  fue l p r ice s  

a mo ng s t  t he  t hr e e  po r t s .  I n  o r de r  t o  bes t  a s se s  s uc h it  w a s  dec ided  t o  

fu r n is h  a no t her  c har t  ind ic a t ing  t he  me a n  p r ic es  in  a l l  t hr e e  po r t s  in  

r e la t io n t o  t he  mea n P la t t ’ s  p r ic e  fo r  t he  w ho le  M ed it e r r a nea n.  
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I n  r e v is ing  t he  c har t  abo ve ,  w e  c a n s ee  a lmo s t  a  pa r a l le l  

mo ve me nt  o f  t he  fu e l  o i l  p r ic es ,  bu t  t he  p lu ng e  po int ed  o u t  lo c a l ly  a t  

P ir aeu s .  As  e xp la ine d  a bo ve ,  t h is  lo c a l  d i f fe r e nce  s ho u ld  be  de r iv ing  

by c i r c u mst a nce s  ap p ly ing  lo c a l ly .  I n  o t he r  wo r ds ,  t he  ge ner a l  bu nker  

p r ice s  mo r e  o r  le s s  ha ve  t he  s a me  mo ve me nt  i n  t he  g e ner a l  a r ea  bu t  

so me  lo ca l d i f fe r e nce s  a nd  t he  in it ia l  p r ice  p e r  po r t  wh ic h is  ind ica t ed  

pe r  po r t  separ a t e ly r e le va nt ly  t o  t he  pa r t icu la r  s it u a t io n.  
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5 . 5 .  B unke r P ri ce s  and  B rent  P ri ce s  co rre la t i on  

 

 

 

I n  t he  f ina l  d iag r a m we  a r e  a bo u t  t o  a na lyz e  we  wo u ld  l ik e  t o  

se e  i f  t he r e  is  a n y co r r e la t io n a mo ng  t he  mo ve me nt  o f Br e nt  p r ic e  in  

r e la t io n t o  t he  bu nker  p r ice s  i n  t he  r e g io n.  I n  o r der  t o  r ev is e  suc h  we  

wo u ld  l ike  t o  app ly in  t he  sa me  d iag r a m t he  Br e nt  p r ic e s  fo r  Ju ly 200 7  

a lo ng  w it h  t he  me a n  P la t t ’ s  P r ic e  fo r  J u ly 2 007  a nd  s ee  i f  t he r e  is  a n y  

p r o po r t io na l  mo ve me nt .  As  we  c a n se e  t he r e  is  a lmo s t  a  pa r a l le l  

mo ve me nt  o f t he  cu r ves  g iv ing  u s  t he  r e le va nt  p r ic es  fo r  t ha t  pe r io d ,  

a nd  w ha t  we  se e  is  fa i r l y  no r ma l .  A s ign i f ic a nt  pe r ce nt a ge  o f t he  f i na l  

bu nker  p r ic e  is  d i r ec t l y r e la t ed  t o  t he  Br e nt  p r ice ,  ho we ver  t he r e  ae  

o t he r  fa c t o r s  we  s ho u ld  no t  be  o ve r lo o ked :  fo r  s t a r t e r s ,  t he  mo s t  

impo r t ant  fac t o r  t ha t  sho u ld  be  t ak e n u nd er  co ns id e r a t io n is  t he  

a va i la b i l i t ie s  o n lo ca l  ba s is .  S ho r t ages  in  a n y bu nk er ing  po r t  can  s h i ft  

bu s ine ss  t o  ano t her  o ne  a nd  ca n  c r ea t e  e xt r a  de ma nd  o n o t he r  po r t s .  

O n t he  o t he r  ha nd ,  i f  a va i la b i l i t ie s  a r e  t ig ht  a nd  a  s t e m is  c a nc e l le d ,  

t he  qu a nt it y c r e a t ed  as  a  s u r p lu s  c a n be  so ld  t o  a  ve r y h ig h p r ic e .  Suc h  

e ver y d a y t r ansa c t io ns  a r e  us ua l  a nd  ca n c r ea t e  t he  lo ca l  co nd it io ns  

under  w h ic h bu nker s  a r e  t r aded  a nd  t he ir  p r ice  ca n f lu c t ua t e  lo ca l ly .  
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Chapt e r 6  

 

THE G RE EK  M ARK ET 

 

6 . 1  B unke r ing  a t  P i ra eus  

 

I n  o r de r  t o  r ev is e  t he  Gr ee k  bu nker s  mar ke t  t he  f i r s t  t h ing  t o  do  

is  t o  t ake  a  c lo s e  t o  P ir ae us ,  t he  b ig g es t  mar i t ime  c lu s t e r  in  t he  a r e a .  

P ir aeu s ,  a s  a  ge ner a l  a r ea  inc lud ing  E leus is  a nd  P ac h i ,  i s  t he  o n ly po r t  

in  Gr ee ce  w her e  yo u  c a n f ind  a l l  bu nker  qua l i t ie s  t o  be  de l ive r e d  o n  

bo ar d  e i t he r  v ia  bu nker  ba r ge  o r  v ia  t r uck .  Dep e nd ing  o n t he  qu a l it y  

a nd  t he  e xac t  p lac e  w her e  t he  ve s s e l i s  do ing  he r  ca r go  o r  o t he r  

o per a t io ns ,  it  ca n be  a r r a ng ed  t o  de l ive r  he r  bu nker s .  T he  co mmo n  

p r ac t ice  is  fo r  ves se ls  t o  a r r a nge  s ho r t  t r ans it  c a l ls  a t  t he  P ir aeu s  

a nc ho r ag e  t o  l i ft  t he i r  bu nker s  v ia  t he  ba r g e s  a va i la b le  in  t he  lo ca l  

mar ke t .  We w i l l  no w mak e  a  s ho r t  p r e se nt a t io n o f t he  pa r t ie s  invo lve d  

in  t he  de l ive r ie s  a t  P ir a eu s .  

 

6 . 1 . 1  Phy s i c a l  Supp li e rs  

 

 As  e xp la ine d  in  p r e v io u s  c hap t e r ,  a  p h ys ic a l  s upp l ie r  is  a  

co mp a ny w hic h  ha s  he r  o w n s t o r age  a r ea  a nd  lo g is t ic  me a ns  t o  de l ive r  

ph ys ica l ly  t he  bu nk er s .  B y t h is  c a lc u l a t io n,  a  r e f ine r y is  b y d e fau lt  a  

ph ys ica l su pp l ie r ,  ho we ver  yo u  do  no t  ha ve  a  t o  be  a  r e f ine r y t o  be  a  

ph ys ica l  sup p l ie r ,  a  s t o r age  in s t a l la t i o n a lo ng  w it h  d e l ive r  me a ns  (  

t r ucks  a nd  ba r ge s)  g ive  yo u  t he  r ig ht  t o  be  a  p h ys ica l su pp l ie r .  I n  t he  

P ir aeu s  a r e a  t he  ma in  Gr e ek  pe t r o leu m co mpa n ie s  a r e  in  t he  mar k e t  a s  

ph ys ica l su pp l ie r s   

 

•  Seka  ( supp ly f r o m Mo t o r  O i l  R e f ine r y a t  Ag .  T heo do r o i)  

•  Aege a n M ar ine  Pe t r o leu m ( su pp ly  fr o m He l le n ic  P e t r o leu m 

Re f ine r y a nd  ha s  o wn p r iva t e  s t o r age  a r eas )  
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•  Je t  O i l  ( supp ly f r o m H e l le n ic  P e t r o le u m R e f ine r y a nd  ha s  o wn  

p r iva t e  s t o r age  a r ea s )  

•  Ga l lo n O i l ( sup p ly fr o m He l le n ic  P e t r o leu m R e f ine r y a nd  ha s  o wn  

p r iva t e  s t o r age  a r ea s )  

•  E t eka  ( supp ly f r o m He l le n ic  P e t r o leu m Re f ine r y a nd  ha s  o wn  

p r iva t e  s t o r age  a r ea s )  

•  E lino i l  ( supp ly f r o m He l le n ic  Pe t r o leu m Re f ine r y a nd  ha s  o w n 

p r iva t e  s t o r age  a r ea s )  

 

T he y o per a t e  bo t h supp ly ba r ge s  a nd  t r uck s  t o  a r r ang e  d e l ive r ie s  

in  t he  a r e a  a nd  t he y ha ve  t he ir  o wn t r ader s  w h ic h  ne go t ia t e  t he ir  

p r o duc t  in  t he  mar ke t ,  mo s t  o f t he  t imes  t o war ds  bu nk er s  t r ader s  w ho  

r ep r e se nt  c l ie nt s  f r o m a l l  a r o u nd  t he  w o r ld .    

 

 

6 . 1 . 2  T rad in g  Hou se s  

 

 No wada ys ,  a l l  t he  b ig  bu nker  t r ad in g  ho us es  ha ve  t he ir  o w n 

o ff ic e  s it ua t ed  a t  P ir aeu s  t o  bes t  s e r ve  t he ir  Gr ee k  c l ie nt s .  Mo st  o f  

t he m g r e w in t he  ’90  a nd  t he  nu mber  is  fu r t he r  g r o w ing .  B as ica l ly ,  it  

i s  fa i r l y  e as y t o  es t ab l is h  su c h a  t r ad ing  ho u se  he r e  in  Gr eec e  by  

t ak ing  ad va nt age  t he  fa vo r a b le  r egu la t io ns  o f Le ga l  Ac t  n .  8 9 /19 67  

under  w h ic h  t he  mo s t  o f t he  Gr ee k  s h ipp ing  co mpa n ie s  o per a t e .  

Ho we ver ,  t ho ug h t he  f is ca l  s t a t us  is  e as y t o  se t ,  wha t  is  mo s t  

impo r t ant  in  t h is  bu s ine s s  is  r epu t a t io n  a nd  t he  a b i l it y  t o  ea r n r es pe c t  

a nd  c r ed it  b y t he  P h ys ica l su pp l ie r s  s inc e  a t  t he  e nd  o f t he  d a y,  yo u  

mar ke t  t he ir  p r o duc t .  B ig  a mo u nt s  o f mo ne y a r e  in  s t eak  a nd  ba s is  it  

i s  e a s y t o  ent e r  a nd  le a ve  t he  mar ke t  e as i l y ;  t he  p h ys ica l  s upp l ie r s  a r e  

r e luc t a nt  t o  new bus ine ss  r e la t io ns h ip s .  O n ly t he  ma jo r  p la yer s  ha ve  

t he  po t ent ia ls  t o  r ea l l y  p la y w it h t he  mar ke t  a nd  o ffe r  bu nker ing  

so lu t io ns ,  c r e d it ,  c la im ha nd l ing  a nd  r isk  ma nag e me nt  t o o ls .  A r o ug h  

ca lc u la t io n o f a bo u t  50  d i f fe r e nt  t r ad ing  ho us es  is  r ea l is t ic ,  ho we ver  

o n ly a  mino r it y  o f  t he m c a n o per a t e  i n  a  g lo ba l  bas is ,  ha s  k no w le dge  

o f t he  mar k e t  and  ca n o ffe r  fu l l  se r v ic e .   
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6 . 1 . 3  Po rt  Aut h o ri t i e s  an d  Cust om s 

 

Po r t  Au t ho r it ie s  a nd  Cu s t o m’ s  Au t ho r it ie s  do  p la y t he ir  r o le  in  

t he  bu nk er ing  bu s ine s s  s inc e  t he y se t  t he  ac t ua l  fr a me  u nder  w h ic h t he  

ph ys ica l  supp l ie r s  ca n  a c t ua l ly  su pp ly a nd  t he  t r ad er s  c a n t r ade .  

P ir aeu s  do e s  no t  ha ve  a  d es ig na t ed  a nc ho r age  fo r  bu nk er s  de l ive r y o r  

a  de s ig na t ed  be r t h  i f  a  su pp ly r eq u ir es  de l ive r y o f  a  p a r t icu la r  

qua nt it y  v ia  t r uck  o r  e x- p ip e .  T h is  r egu la t io n a lo ng  w it h t he  sa fe t y  

r es t r ic t io ns  w h ic h  p r o h ib it  bu nker s  de l ive r y w h i le  a  ve s se l  i s  ha v ing  

he r  ca r go  o r  o t he r  o per a t io n a t  an y t e r mina l  se t  a  r a t he r  u n fr ie nd ly  

e nv ir o n me nt  fo r  t he  mar ke t ’ s  de ve lo p me nt .  T her e  is  o n ly spe c ia l  

t r ea t me nt  is  ha nd ed  t o  t he  po r t ’s  r egu la r  c l ie nt s  l ik e  t he  c r u is e  

ves s e ls ;  r o - r o ’s  o r  fe r r ie s .   

 

Add it io na l ly ,  Gr e ek  cu s t o ms do  no t  le t  t he  p h ys ic a l  sup p l ie r s  

c lea r  p r o duc t  t hr o ug h cu s t o ms dur ing  t he  w eek e nd ,  bu t  o n ly o n 

week da ys  u nt i l  130 0LT .  T h is  ba s i c  r egu la t io n c r ea t e s  a  w ho le  

lo g is t ic s  p r o cedur e  t ha t  has  t o  be  fo l lo w ed  in  e ver y de l ive r y a nd  

l imit s  t he  po s s ib i l it ie s  t o  supp ly du r in g  wee ke nd .  T h is  is  a  no n- p r o f it  

o r ie nt ed  p r o ce dur e  by t he  cu s t o ms  w hic h se t s  a  s t r ic t  fr a me  a nd  po se s  

o bs t ac le s  fo r  fu r t he r  de ve lo p me nt .  

 

   

6 . 2  B unke r ing  a t  G ree ce  in  Gen e ra l  

 

 Bu nk er s  su pp l ie s  in  a l l  Gr e ek  po r t s  a r e  mo s t  o f t he  t ime s  

a r r a ng ed  v ia  t he  ce nt r a l  P ir a eu s  o f f ic e s  a nd  a r e  us ua l ly  ca r r ie d  o u t  v ia  

t r ucks  t hr o ug ho u t  Gr ee ce .  I n  o u r  co u nt r y,  t he r e  a r e  se ver a l  s ma l l  po r t s  

w her e  ge ner a l  ca r go  ve s se ls  o f  a bo u t  2 , 500  D WT  t r ade  w it h in  t he  

Med it e r r a nea n  a nd  t he r e  a r e  ne ed s  f o r  supp l ie s  in  se ver a l  po r t s  o r  

p r iva t e  in s t a l la t io ns .  At  t he  no r t he r n pa r t  o f  Gr e ec e  T he s sa lo n ic a  

w h ic h ha nd le s  t he  b igg e s t  ca r go  vo lu me do e s  no t  ha ve  ba r g es  t o  

de l ive r  a t  r o ads  and  o n ly t he  ve ss e ls  t ha t  pe r fo r m c a r go  o per a t io ns  

ΠΑ
ΝΕ
ΠΙ
ΣΤ
ΗΜ
ΙΟ

 Π
ΕΙ
ΡΑ
ΙΑ



 68 

a lo ng s id e  ca n be  sup p l ie d .  On t he  we s t e r n pa r t  o  t he  co u nt r y,  Pa t r as  is  

a  ma jo r  po r t  o f e nt r y fo r  t he  w it h a  v iv id  fe r r y t e r mina l,  ho we ver  t he  

no  ba r g e  is  a va i la b le  a nd  supp l ie s  a r e  do ne  t hr o ug h t r ucks  o r  e x- p ip e  

o n ly fo r  t he  fe r r ie s  u se .  La s t  bu t  no t  lea s t ,  in  t he  so u t he r n  pa r t  o f  t he  

co unt r y a nd  es pec ia l l y  a t  Cr e t e  is la nd  t he r e  a r e n ’ t  a ny ba r g es  fo r  

bu nker s  d e l ive r y bu t  t he  o ne s  de s ig na t ed  fo r  t he  mi l it a r y pu r po s e s  in  

t he  po r t  o f So uda  w her e  t he  N a t o  in s t a l la t io ns  a r e  ba sed .  I n  t h is  po o r  

Gr eek  bu nk er ing  ne t wo r k  t he r e  a r e  t h r ee  o t he r  s t a t io ns  w h ic h s ho u ld  

no t  be  o ver lo o ked  

 

 

6 . 2 . 1  Sy ro s  I s land  

 

 S yr o s  is la nd  is  s it u a t ed  in  t he  ce nt r e  o f t he  Aeg ea n S ea  a nd  it s  

cap it a l ,  E r mo u po l is ,  i s  t he  c ap it a l  o f  t he  C yc la de s  P r e fec t u r e .  T he  

we l l  k no w n Neo r io n S h ip yar ds  a r e  bas ed  a t  S yr o s  a nd  ju s t  o ppo s it e  t o  

t he m t he  lo ca l  Se ka  fue l  t a nk s  a r e  in s t a l le d .  I n  t he  pa s t  ye a r ,  a  

supp ly ing  ba r g e  is  s t a t io ne d  a t  S yr o s  a nd  s upp l ie s  t ak e  p la ce  a t  S yr o s  

a nc ho r ag e .  T he  p r o duc t  is  la u nc hed  in  t he  mar k e t  t hr o ugh t he  Se ka  

t r ad ing  o ff ic e  a t  P ir aeu s  a nd  it  s ee ms  l ik e  a  su cc es s fu l  mo ve me nt  

s inc e  ma n y ve s se ls  t r ad ing  in  t he  a r e a  ma ke  t he  mino r  de v ia t io n  a nd  

l i ft  t he  bu nker s  t he y r e qu ir e  w it ho u t  t oo  muc h  d e la y.  Ho we ver ,  t he  

t ank s  a r e  s ma l l  a nd  s upp ly o n ly t he  I FO 180  a nd  MGO a nd  o f co ur se  

t he r e  is  t he  ma jo r  p r o b le m t ha t  S yr o s’  po r t  o r ie nt a t io n do e s  no t  

p r o v ide  a  s he lt e r  fo r  t he  ve ss e ls .  T h is  na t u r a l  d is ad va nt age  a nd  t he  

s t r o ng  w ind s  o f t he  Aege a n Se a  so met ime s  r e nd er  su pp l ie s  d i f f ic u lt  t o  

ca r r y o u t .  

 

 

6 . 2 . 2  K aly mno s  I s land  

 

 Ka lymno s  is  a n is la nd  o f t he  Do de ca nes e  ve r y c lo s e  t o  t he  

T ur k is h co as t l ine .   A  s ma l l  bu nk er ing  s t a t io n a lso  o per a t ed  by L id mar  

p r o v ide s  bu nk er s  mo s t ly  fo r  t he  T ur k is h ve s se ls  t r a ns it ing  t hr o ug h  

Gr ee ce  w it h  a  mino r  de v ia t io n in  o r d er  t o  l i ft  c he ap er  bu nker s .  T he  
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in s t a l la t io ns  a r e  s ma l l  a nd  t he  sup p l i es  a r e  o n ly e f fe c t ed  e x- p ip e  t o  

s ma l l  ve s se ls  w ho  c a n f it  t he  po r t s  d r a ft  r e s t r ic t io ns ,  t he r e  is  no  ba r g e  

a va i la b le .  T he  po s it io n  o f t he  is la nd  is  int e r e s t ing  ho we ver  t he  

in s t a l la t io ns  a r e  po o r  and  ca nno t  a t t r ac t  ma n y ve s se ls .  

 

   

6 . 2 . 3  K ali  Li men e s  B unke ring  S t a t i o n  

 

Ka l i  L ime ne s  is  a n  o ld  Sek a  bu nker ing  w h ic h  has  a lw a ys  bee n  in  

t he  map  a s  a  bu nker ing  po int  in  t he  E as t  Med it e r r a nea n r e g io n.  T h is  

s ma l l  f is h ing  po r t  i s  s it ua t ed  in  t he  so u t he r n p a r t  o f t he  H er ak l io n  

P r e fec t u r e ,  a bo u t  100  k lms  f r o m t he  ma in po r t  o f Her a k l io n.  T he  t a nk s  

a r e  bu i ld  is  a  s ma l l  r o ck y is la nd  a nd  t he r e  is  t he  o p t io n t o  e it he r  go  

a lo ng s id e  t o  l i f t  t he  bu nk er s  i f  t he  ves se l  i s  s ma l l  o r  r e ma in  a t  t he  

des ig na t ed  a nc ho r age  a nd  r e ce ive  t he  supp ly v ia  ba r g e  fo r  t he  b igg er  

ves s e ls .  Ka l i  L ime nes  is  a n i nt e r e s t in g  bu nker ing  po int ,  ho we ver  t he  

ma in  p r o b le m t he r e  is  t ha t  t h is  t in y  gu lf  do e s  no t  ha ve  a ny o t he r  

fa c i l it y  w ha t so ever  a nd  t he  ve s se l  ca nno t  ge t  a ny o t he r  se r v ic e ,  no t  

e ve n  t he  t r iv ia l  o nes  l ik e  c r e w c ha nge  be cau se  Ka l i  L ime ne s  is  no t  a n  

e nt r y po int  fo r e ig ner s .   

 

   

6 . 3  Ale xan d roup o l i s  P rosp ect s  

 

 A le xa ndr o upo l is  is  t he  b igg es t  Gr e ek  po r t  c lo se r  t o  t he  B la ck  

Sea  a nd  t he  so u t he r n e x it  o f t he  Dar d a ne l le s .  I t  i s  so o n t o  beco me a  

bu nker ing  po int  due  t o  t he  up co ming  c o mp le t io n o f t he  in s t a l la t io ns  o f  

t he  p ipe l ine  Bur ga s  –  Ale xa ndr o up o l is  w h ic h  w i l l  be  e xpo r t ing  

Ru ss ia n  o i l  t o  t he  mar ke t  w h i le  de v ia t ing  t he  T ur k is h  s t r a it s .  T h is  is  a  

ma jo r  c ha nge  in  t he  e ner g y ma p  o f  t he  a r e a  w h ic h  w i l l  a lso  be  a lt e r ing  

t he  t r ad it io na l  o cea n  r o u t es  r egar d in g  Ru ss ia n o i l  e xpo r t  fr o m t he  

B la ck  Sea .  T he  de v ia t io n o f t he  T ur k is h s t r a it s  w i l l  s ig n i f ic a nt ly  

r educ e  t he  vo lu me o f t a nker s  go ing  t o war ds  t he  B la ck  Se a  a nd  w i l l  

a lso  c ha nge  t he  fac i l i t ie s  a nd  s e r v i ce s  t ha t  s ho u ld  be  o f fe r ed  a t  

A le xa ndr o upo l is .  
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 T he  t a nk s  in s t a l la t io ns  t ha t  a r e  due  t o  be  bu i ld  in  t he  ae r ea  w i l l  

au t o mat ic a l l y  t he  nec es sa r y fac i l i t ie s  fo r  bu nker s  s t o r age  w h i le  t he  

lo ad ing  o f p r o du c t  o r  c r ude  ca r go  ve ss e ls  w i l l  c r ea t e  t he  ne ce s sa r y  

t r a f f ic  fo r  a  ba r g e  t o  be  s t a t io ne d  t he r e  a nd  supp ly no t  o n ly t he  

ves s e ls  ca l l i ng  Ale xa ndr o upo l is  bu t  a lso  t he  o ne s  fr o m/ t o war ds  t he  

B la ck  Se a .  T h is  p ipe l ine  i n s t a l la t io n is  a  ma jo r  d e ve lo p me nt  fo r  t he  

a r ea  a nd  t he  o ppo r t un it ie s  e mer g ing  fo r  bu s ine s s  g r o w ing  a r e  e l ig ib le .  

T he  in s t a l la t io ns  w i l l  be  be lo ng ing  t o  He l le n ic  Pe t r o leu m bu t  l ike  t he  

P ir aeu s  ca se  o t he r  p hys ic a l  sup p l ie r s  ca n e mer g e  a nd  p r o f it  f r o m t he  

s it u a t io n.  

 

6 . 4  Conc lu s ion s   

 

 O ne  mig ht  wo nder  w h y c ho o s ing  t h is  pa r t icu la r  s u b je c t  fo r  

a na lys is  s inc e  o f f ic ia l a va i la b le  da t a  is  r a t he r  po o r  wh i le  a l l  pa r t ie s  

co nc er ne d  a r e  r e lu c t a nt  in  d is c lo s in g  in fo r mat io n.  T he  a nsw er  i s  

r a t he r  s imp le r :  we  ha ve  a l l  t he  ind ic a t io ns  t ha t  t h is  is  a  p r o f it a b le  

bu s ine ss  w i t h g r ea t  o ppo r t un it ie s  e me r g ing  fo r  o u r  co unt r y in  t he  ne a r  

fu t u r e .  

 

 A le xa ndr o po u l is  co ns is t s  a  ma jo r  c ha ng e  in  t he  e ner g y ma p  o f  

t he  w ho le  a r e a  p r o vo k ing  ma n y c ha ng es  in  t he  bu nk er ing  s t a t io ns  in  

r e la t io n w it h t he  B la ck  S ea .  Fu t u r e  bu nker  t a nk s  a nd  ba r g es  a t  

A le xa ndr o upo l is  ma y s h i ft  ves se ls  fr o m t he  I s t anbu l  a r e a  t o  

Ale xa ndr o upo l is  w her e  t o  l i ft  bu nker s  -  w it h no  e xt r a  sp ec i f ic a t io ns  

app l ic a b le  i n  t he  B la ck  S ea  –  o n  t he ir  So u t h  bo und  p as s age  o f t he  

T ur k is h S t r a it s .  T he  vo lu me is  b y no  mea ns  s ma l l  a nd  t he  f i na nc ia l  

de ve lo p me nt ,  wo r k ing  po s it io ns  a nd  p o pu la t io n b lo o ming  is  go ing  t o  

be  s ig n i f ic a nt .  I t  i s  a  ma jo r  o ppo r t un it y t ha t  Gr e ek  S t a t e  mu s t  p r o f i t  

f r o m so  t ha t  t he  w ho le  a r ea  c a n be ne f it .  

 

 T he  r o le  t ha t  t he  go ver n me nt  ha s  t o  p la y is  r egu la t e  t he  

co nd it io n u nder  w h ic h  bo t h s t a t e  o f f ic es  a nd  p r iva t e  co mpa n ie s  s ho u ld  

wo r k .  On t he  o ne  ha nd ,  t he r e  a r e  t he  Po r t  Au t ho r it ie s  a nd  Cu s t o m’ s  
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Aut ho r it ie s  t ha t  ca n  ap p ly d i f fe r e nt  r egu la t io ns  a nd  p r o ces se s  in  e ver y 

p r e fec t u r e ,  e ve n t ho ug h t he  le g is la t io n is  t he  sa me .  T h is  f le x ib i l it y  

cau se s  se r io us  p r o b le ms  bec au se  t he  l o ca l s ing u la r it ie s  c r e a t e  a  fo gg y  

ima ge  o f u ncer t a int y w h ic h is  no t  go od  beca us e  t he r e  do es  no t  see m t o  

be  a ny t r a ns par e nc y.  T he  bu r eau cr a c y  and  s ing u la r i t ie s  a r e  t he  ma jo r  

e ne mie s  o f t he  p r iva t e  co mpa n ie s  t r y ing  t o  c r ea t e  bu s ine s s .  T he se  

p r o b le ms  do  e x is t  a l r ea d y c r ea t ing  o bs t ac le s  in  bu s ine s s  de ve lo p me nt  

in  t he  e x is t ing  t r ad ing  a r ea s ,  it  i s  a  p it y  ind ee d  fo r  t he  inco me lo s t  fo r  

a l l pa r t ie s  co ncer ned .  

 

 F ina l ly ,  o ne  s ho u ld  no t  o ver lo o k  t he  upco ming  e nv ir o nme nt a l  

c ha nge s ;  t he  imp ac t  is  go ing  t o  be  e no r mo us .  I t  i s  e s se nt ia l  t ha t  t he  

go ver nme nt  s ho u ld  po se  s t r ic t  r u le s  t o  assu r e  t he  ma x imu m 

e nv ir o n me nt a l  p r o t ec t io n bec au se  w it ho u t  suc h,  a l l  t he  p r o f i t s  a nd  

be ne f i t  o ccu r r ing  w i l l  co me t o  no th ing  i f  po l lu t io n de s t r o ys  t he  

e nv ir o n me nt .  
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Append i x 

 

 

G los sa ry  o f  t e rm s 

 

A rb i t rage  

A t r ad ing  s t r a t eg y ba sed  o n s imu lt a neo us  pu r c ha se  a nd  s a le  o f t he  

sa me  co mmo d it y i n  t wo  d if fe r e nt  mar ke t s  in  o r de r  t o  p r o f it  f r o m 

lo ca t io n,  p r o duc t ,  t im ing s  o r  p r ice  d is c r epa nc ie s .  

 

As k p ri ce  

T he  p r ic e  a t  w h ic h a  de a le r  is  w i l l i ng  t o  se l l  fo r e ig n  e xc ha nge ,  

se cu r it ie s  o r  co mmo d it ie s .  A lso  ca l led  “o ffe r  p r ic e” .  

 

B arge  

Ves s e l ca r r y ing  o i l  w i t h a  c apa c it y  o f  up  t o  a ro und  10 . 0 00  t o nes .  I n  

t he  US ,  ba r g es  c a n be  up  t o ,  and  o cc as io na l ly  o ver ,  15 . 00 0  t o nes  in  

cap ac it y.  

 

B ea r m a rket  

Mar k e t  wher e  p r ic e s  a r e  d ec l in ing .  

 

B u l l  ma rket  

Mar k e t  wher e  p r ic e s  a r e  inc r ea s ing .  

 

B id  and  As k  

P r ice s  o f fe r ed  t o  bu y a nd  s e l l  r e spe c t ive ly,  o n spo t  mar ke t  de a ls .  An  

in t e r e s t ed  pa r t y c a n s e l l  a t  t he  b id  a nd  bu y a t  t he  ask ed  p r ic e .  Spo t  

p r ice s  a r e  no t  r epo r t ed  as  a  s t r a ig ht  nu mber ,  bu t  r a t he r ,  in  t e r ms  o f  

b id  a nd  a sk .  

 

B RM  

Bu nk er  r isk  ma na ge me nt .  
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B unke r Hedg in g  

Fo r war d  ag r ee me nt  t o  pu r c ha se  o r  se l l  bu nker  o i l  a t  a  p r ede t e r mine d  

p r ice .  T he  in it ia t io n o f a n  o ppo s it e  fu t u r es  po s it io n t o  p r o t ec t  a  cas h  

mar ke t  fr o m a n ad ver s e  p r ic e  mo ve me n t .  

 

Ca l l  op t ion  

A r ig ht ,  bu t  no t  an o b l iga t io n,  t o  bu y a n u nd er ly ing  in s t r u me nt  a t  a  

p r ede t e r mine d  p r ic e .  

 

Cap  

R is k  ma nag e me nt  s t r a t eg y t ha t  invo lv es  t he  pu r c ha se  o f a  c a l l  o p t io n,  

w h ic h  o f fe r s  p r o t ec t io n  ag a ins t  r is i ng  fue l  p r ic e s ,  bu t  r e t a in  t he  

po ss ib i l i t y  t o  ga in a  p r o f it  w he n p r ic e s  fa l l .  Ca ps  a r e  o f fe r ed  a ga ins t  

pa yme nt  o f a n up fr o nt  p r e miu m.  

 

Cash  se t t l e ment  

T he  se t t le me nt  o f fu t u r es  o r  o p t io ns  t hr o ug h pa yme nt  o f a  ca s h  

d if fe r e nce ,  r a t he r  t ha n t ak ing /  mak ing  ph ys ica l de l ive r y.  

 

Cent i s t o ke s  

U nit  o f me asu r e me nt  fo r  v is co s it y .  

 

Co l la r  

A  co mb ina t io n  o f se l l i ng  a  p u t  o p t io n  a nd  bu y ing  a  ca l l  o p t io n ( o r  

o ppo s it e ) ,  wher e  yo u  e l imina t e  a n u n f a vo r a b le  d i r e c t io n in  p r ic e s ,  bu t  

a t  t he  s a me  t ime  l imit  t he  o ppo r t un it y  t o  ga in  a  p r o f it  w he n p r ic e s  

de ve lo p  fa vo r a b le .  

 

C rac k Sp rea d  

A sp r ead  t ha t  t r ader s  imp le me nt  t o  p la y t he  p r ic e  r e la t io ns h ip  be t wee n  

c r ude  a nd  r e f ine d  p r o duc t s .  
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C rude  Oi l   

Dar k  o i l  co ns is t ing  ma in ly o f hydr o c a r bo ns .  Cr ude  o i l  i s  t he  mixt u r e  

o f p e t r o leu m l iq u id s  a nd  g as es  (  t o ge t he r  w it h  a sso c ia t e d  impur i t ie s )  

pu mpe d  o u t  o f t he  g r o u nd  by o i l  we l ls .  

 

Fo rwa rd  cont ract s  

An  ag r ee me nt  t o  exc ha nge  t he  cu r r e nc i es ,  sec u r it ie s  o r  co mmo d it ie s  a t  

a  sp ec i f ic  fu t u r e  d a t e  a nd  a  p r e de t e r mined  fo r w ar d  r a t e .  

 

Fo rwa rd  p ri c e  

T he  ba s ic  fo r war d  p r ice  o f a  co mmo d it y is  d e t e r mined  b y t he  

fo l lo w ing  equ a t io n :  Fo r war d  p r ice  =  Spo t  p r ic e  +  Co s t  o f Car r y –  

Co nve n ie nc e  Y ie ld .  

 

F PA 

Fixe d  p r ic e  a g r e e me nt  is  a  fo r war d  a g r ee me nt  t o  pu r chas e  o r  se l l  a  

co mmo d it y a t  a  p r ede t e r mine d  r a t e .  

 

Fu t u res  

A s t a nd ar d iz ed  co nt r ac t  fo r  t he  fu t u r e  pu r c has e  o r  sa le  o f a  co mmo d it y  

o n a  fo r ma l iz ed  e xc ha ng e .  I n  o t he r  wo r ds ,  a n ag r e e me nt  t o  mak e  o r  

t ake  de l ive r y o f  a  co mmo d it y a t  a  f i x ed  d a t e  o r  s t r ip  o f  da t e s  in  t he  

fu t u r e ,  a t  a  p r ice  ag r eed  u po n a t  t he  t ime  o f d ea l ing .  

 

Ga l lon  

Ge ner a l ly  a cc ep t ed  a c r o ss  t he  o i l  i n dus t r y t o  r e fe r  t o  a  US  ga l lo n.  

T her e  a r e  42  US  ga l lo ns  in  a  ba r r e l .  T her e  a r e  3 . 7 8541  l i t t e r  in  a  

ga l lo n.  T her e  a r e  1 . 2  US  g a l lo ns  t o  t he  Br it is h imp er ia l  ga l lo n.  

 

Gas o i l  

An o i l fo r me d  t hr o ug h d is t i l la t io n  o f pe t r o leu m o f int e r me d ia t e  

bo i l ing  r a nge  a nd  v is co s it y.  An int e r me d ia t e  d is t i l la t e  p r o duc t  u s ed  

fo r  d ie s e l ,  fue l ,  he a t ing  fu e l  a nd  so met ime s  as  fe ed s t o ck .  
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Hedge  

T he  pu r c ha s e  o f  a  co nt r ac t  o r  t ang ib le  go o d  t ha t  w i l l  r is e  in  va lue  a nd  

o ffs e t  a  d r o p  in  va lu e  o f  a no t her  co nt r ac t  o r  t ang ib le  go o d .  Hedge s  a r e  

under t ake n  t o  r educe  r is k  b y p r o t ec t ing  t he  o w ner  f r o m lo ss .  Bu ye r s  

a nd  s e l le r s  c a n he dge .  

 

In i t ia l  ma rg in  

T he  r e t u r na b le  co l la t e r a l r equ ir ed  t o  es t a b l is h a  he dge  po s i t io n.   

 

In t e rnat iona l  P et ro l eu m E xchang e  

T he  I nt e r na t io na l  Pe t r o leu m E xc ha ng e  o f Lo ndo n L imit ed  is  a  

r eco g n iz ed  I nve s t me nt  E xc ha ng e .  I t  is  E ur o pe’s  le ad ing  e ner g y fu t u r es  

a nd  o p t io ns  e xc ha nge .  T he  I PE  p r o v id e s  a  h ig h ly r egu la t e d  mar ke t  

p lac e  w her e  indu s t r y pa r t ic ip a nt s  u s e  fu t u r e s  a nd  o p t io ns  t o  min imiz e  

t he ir  p r ic e  e xpo s ur e  in  t he  p hys ic a l  e ne r g y mar k e t .  

 

M arg in  

A de po s it  mad e  as  a  s ecu r i t y  fo r  f ina nc ia l  t r a ns ac t io ns  o t he r w is e  

f ina nc ed  o n c r ed it .  

 

NOP EC  

A  g r o up  o f  ind epe nde nt  c r ude  o i l  p r o duc ing  na t io ns  t ha t  a r e  no t  

me mber s  o f  t he  OPE C,  bu t  ha ve  co l le c t ive ly r e s t r ic t ed  p r o duc t io ns  

le ve ls  in  suppo r t  o f OPE C.  I nc lu de  Ma la ys ia ,  M e x ico ,  O ma n,  E g yp t ,  

Ango la ,  C h ina  a nd  Co lu mb ia .  

 

OP EC  

Or ga n iz a t io n o f Pe t r o leu m E xpo r t ing  Co unt r ie s .  A ca r t e l  o f t h i r t ee n  

na t io ns ,  head quar t e r ed  in  V ie nna ,  Au s t r ia ,  p r o duc ing  45%  o f t he  f r ee  

wo r ld ’s  c r ud e  p r o duc t io n,  ac t ing  in  co l lu s io n t o  r es t r ic t  c r u de  

p r o t ec t io n le ve ls  in  t he  int e r es t  o f h ig her  o i l  p r ic e s .  T he se  na t io ns  

inc lud e  ;  A lg er ia ,  I ndo nes ia ,  I r a n,  I r aq ,  Ku wa it ,  L ib ya ,  N ig er ia ,  Q a t a r ,  

Saud i  Ar a b ia ,  U n it ed  Ar a b E mir a t e s  a nd  Ve ne zu e la .  

 

Opt ion  
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A co nt r ac t  g iv ing  t he  bu yer  t he  r ig ht ,  bu t  no t  t he  o b l iga t io n,  t o  bu y o r  

se l l  a  g ive n a mo u nt  o f a n u nder ly ing  a ss e t  a t  a  f i xed  p r ic e  p e r  u n it  fo r  

a  sp ec i f ie d  t ime  pe r io d .  A E ur o pea n o p t io n ca n o n ly be  e xer c is e d  o n  

t he  da y o n w h ic h  it  e xp ir es ,  w her e a s  a n A mer ic a n  o p t io n c a n be  

e xer c is ed  a t  a ny t ime  up  t o ,  and  inc lu d ing ,  t he  e xp ir a t io n da t e .  

 

OTC  

Mar k e t  Over  t he  co u nt e r  mar k e t .  Oppo s it e  t o  t r ad ing  o ver  a n  

e xc ha ng e ,  t he  co u nt e r pa r t ie s  ind iv id ua l ly  ag r e e  o n  t he  t e r ms  w he n  

t r ad ing  OT C.  

 

PHA 

Paper  H edg e  Agr ee me nt .  F ina nc ia l  t oo ls  fo r  r is k  ma na ge me nt  w it h  

ca s h s e t t le me nt .  

 

Phy s i c a l  Cont ract  

Co nt r ac t  wher e  bu yer  a nd  se l le r  ag r ee  t o  se t t le  t hr o ugh p h ys ic a l  

de l ive r y o f t he  u nder ly ing  a s se t  fo l lo w ing  e xp ir a t io n.  

 

 

P la t t s  

P la t t s ,  t he  wo r ld ’s  la r g es t  e ne r g y in fo r mat io n p r o v ider ,  p r o v id e s  

in fo r mat io n a nd  se r v ic e s  t o  co mp a n ie s  a nd  ind iv idu a ls  ac t ive  in  t he  

f ie ld s  o f e le c t r ic i t y ,  na t u r a l  ga s ,  o i l ,  o i l  s h ip p ing ,  co a l ,  nuc lea r  

e ner g y a nd  pe t r o che mic a ls .  C us t o mer s  r ece ive  P la t t s  new s  a nd  mar ke t  

in fo r mat io n se r v ic es  in  r e a l t ime .  P la t t s  p r ic e  in fo r mat io n is  u sed  a s  a  

p r ice  o f r e fe r e nc e  in  s wa p  ag r e e me nt s .  

 

Pu t  op t ion  

A r ig ht ,  bu t  no t  an o b l iga t io n,  t o  se l l  t he  u nd er ly ing  in s t r u me nt  a t  t he  

p r ede t e r mine d  s t r ike  p r ic e .  
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Ris k M anag e ment  

R is k  Ma nag e me nt  me a ns  ha v ing ,  in  p l ace ,  a  co r po r a t e  and  s ys t e mat ic  

p r o ces s  fo r  e va lua t ing  a nd  ad dr e ss in g  t he  imp ac t  o f r is k s  in  a  co s t  

e f fe c t ive  w a y,  a lo ng  w it h s t a f f ,  w i t h  t he  appr o pr ia t e  s k i l ls  t o  id e nt i f y  

a nd  a s se ss  t he  po t ent ia l  r is k  t o  a r ise .  

 

Sens i t i v i t y  ana lys i s  

A t o o l u s ed  t o  ass e ss  t he  imp a c t  o f c ha nge s  i n  ind iv idu a l  r is k s  o n ke y  

o b je c t ive s  o r  p r o jec t s .  

 

Sho rt  

T he  a c t  o f se l l i ng  a  fu t u r es  co nt r ac t  o r  ho ld ing  a n o b l iga t io n t o  

de l ive r  a  p h ys ic a l  p r o duc t .  T r ader s  a r e  s a id  t o  be  “ s ho r t ”  whe n t he y  

ha ve  co nt r ac t ed  t  se l l  mo r e  t ha n t he y ha ve  co nt r ac t ed  t o  bu y.  

 

Spot  pr i ce  

T he  cu r r e nt  va lu e  o f a  p r o duc t  

 

Sp read  

T he  d if fe r e nce  be t wee n t he  b id (  bu y ing)  quo t e  and  as k  (  se l l i ng )  

quo t e ,  o r  t he  s imu lt a neo us  pu r c ha s e  a nd  s a le  o f t wo  fu t u r e s  co nt r ac t s  

t o  cap it a l iz e  o n t he  a nt ic ip a t ed  f lu c t ua t io ns  in  t he  p r ic e  d if fe r e nt ia l  

be t wee n t he  co nt r ac t s .  

 

S t r i ke  p ri ce  

T he  ag r e ed  p r ic e  w her e  t he  bu ye r  o f a n o p t io n ho ld s  t he  r ig ht  t o  bu y  

o r  se l l  t he  u nd er ly ing  p r o duc t  a t  exp ir y.  

 

Swap  

An a r r a ng e me nt  t o  exc ha nge  c as h  f lo w be t we e n a  f ixe d  p r ic e  a nd  t he  

a ver a ge  o f  a  f lo a t ing  p r ic e  o n a  p r ed e t e r mine d  co mmo d it y.  T he  bu yer  

o f a  sw ap  s ecu r es  h ims e l f  ag a ins t  r is in g  p r ice s .  
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Swap  Set t le m ent  

T he  c as h  s e t t le me nt  o f t he  d if fe r e nce  be t wee n  t he  ag r eed  f ixe d  p r ic e  

a nd  t he  a ver ag e  o f  t he  f lo a t ing  p r ic e  f o r  t he  p r e de t e r mine d  co mmo d it y  

a nd  pe r io d .  

 

Tonne  

T he  s t a ndar d  P la t t s  a bbr e v ia t io n is  mt .  A t o ne ,  o r  me t r ic  t o ne ,  is  

so met ime s  t au t o lo g ic a l ly  r e fe r r e d  t o  as  a  met r ic  t o ne  a nd  is  d e f ine d  a s  

t he  we ig ht  o f a  c u b ic  met e r  o f wa t e r .  Ro ugh a nd  r ead y ba r r e l  t o ne  

co nver s a t io n fa c t o r  is  7 . 33  ba r r e ls  o f c r ude  t o  o ne  t o ne ,  bu t  o bv io u s ly  

depe nd s  o n t he  sp ec i f ic  g r a v it y o f t he  c r ude .  

 

 

Va lue  a t  Ri s k  

A s t a t is t ica l me a su r e  o f t he  ma x imu m lo s s  o n t he  co mp a ny’ s  po s it io ns  

w it h in  a  g ive n p e r io d  w it h a  g ive n p r o ba b i l it y.  

 

Vis co s i t y  

Me as ur e  o f a  l iqu id ’ s  r es is t a nc e  t o  f lo w.  T her e  a r e  a  nu mbe r  o f  

v is co s it y  s ca le s  i n  cu r r e nt  u s e .  

 

Ze ro  co st  co l la r 

I n  a  z e r o  co s t  co l la r  t he  ca l l  a nd  pu t  o p t io n le ve ls  a r e  ca lc u la t ed  t o  

r esu l t  in  no  p r e miu m pa yme nt .  I n  o t he r  wo r ds  t he  p r e miu m p a id  fo r  

t he  bo ug ht  o p t io n is  co u nt e r ba la nc ed  by t he  p r e miu m r e ce ived  o n t he  

so ld  o p t io n.   
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