


The message in my presentation:

How the oil market consist of not only physical oil 
trading but increasingly of financial & computer 
generated trading.

How the legislative changes in 2020 is making decision 
making in the shipping/bunker market difficult

How companies can apply risk management to offset 
these risks and uncertainties in due time



Disclaimer

This marketing document, subject to modifications, is given for purely informative purposes and does not constitute a contract. This document is confidential, intended exclusively to the person 
to whom it is given, and may not be communicated nor notified to any third party and may not be copied in whole or in part, without the prior written consent of  A/S Global Risk Management 
Ltd. Fondsmaeglerselskab.

The contents of this document are not intended to provide investment advice nor any other investment service, and the document does not constitute and under no circumstances should it be 
considered in whole or in part as an offer, a solicitation, advice, a personal recommendation to purchase or subscribe for an investment service and/or product, nor an invitation to invest in the 
class of assets mentioned herein. The information indicated in this document shall not be considered as legal or tax or accounting advice. Furthermore, accessing some of these products, 
services and solutions might be subject to conditions, amongst which eligibility. Our Oil Risk Managers are available to discuss with you on these products, services and solutions to check if 
they can respond to your needs and are suitable to your investor profile. 

Some of the products and services mentioned in this presentation are reserved only for a certain category of investors, and/or adapted to investors who are sophisticated and familiar with 
these types of investment products and/or investment services and/or class of assets. Accordingly, before making an investment decision, as the case may be and according to the applicable 
laws, the potential investor will be questioned by our Oil Risk Managers as to his eligibility for the envisaged products/investment service, and the compatibility of the investment with his 
investment profile and objectives. 

The full understanding and agreement to the related contractual and informative documentation including the documentation relating to the relevant risks is required from the potential investor 
prior to any subscription of products/investment services. The potential investor has to remember that he should not base any investment decision and/or instructions solely on the basis of this 
document. 

This document is not intended to be distributed to a person or in a jurisdiction where such distribution would be restricted or illegal. It is the responsibility of any person in possession of this 
document to inform himself of and to observe all applicable laws and regulations of relevant jurisdictions. 

The simulations and examples included in this document are provided only for indicative and illustration purposes. The present information may change depending on the market fluctuations 
and the information and views reflected in this document may change. 

A/S Global Risk Management Ltd. Fondsmaeglerselskab disclaims any responsibility to update or make any revisions to this document. The purpose of this document is to inform companies 
who shall make their investment decisions without overly relying on the document. A/S Global Risk Management Ltd. Fondsmaeglerselskab does not offer any guarantee, express or implied, 
as to the accuracy or exhaustivity of the information or as to the profitability or performance of class of assets, counties, markets. 

This document does not intend to list or summarise all the financial products’ terms and conditions, nor to identify or define all or any of the risks that would be associated with the purchase or 
sale of the investment product(s)/asset class(es) described herein. 

The historical data and information herein, including any quoted expression of opinion, have been obtained from, or are based upon, external sources that our company believes to be reliable 
but have not been independently verified and are not guaranteed as to their accuracy or completeness. Our company shall not be liable for the accuracy, relevance or exhaustiveness of this 
information. Past performance is not a guide to future performance and may not be repeated. Investment value is not guaranteed and the value of investments may fluctuate. Estimates of 
future performance are based on assumptions that may not be realised, and should not be deemed an assurance or guarantee as to the expected results of investment in such asset class(es). 

This document is confidential, intended exclusively to the person to whom it is given, and may not be communicated nor notified to any third party and may not be copied in whole or in part, 
without the prior written consent of A/S Global Risk Management Ltd. Fondsmaeglerselskab.



Our Group



What are we facing…?

“Known knowns”: 
• Oil prices today, Freight rates today

“Known unknowns”: 
• 2020 … impact on supply, demand and prices…

“Unknown unknowns” 
• - ? 

• – maybe unpredictable market movements from 

algorithm trading?



Determining the oil price: The traditional factors…

Fundamentals: Oil supply vs oil demand

Supply:
• OPEC + Russian quotas, policies, compliance

• US Shale oil production

• Geopolitics (supply restrictions, sanctions)

• Global oil inventories

Demand: 
• Global oil demand 98mbpd

• Expected annual growth 1.4mbpd

• Changes in legislation

• Political stability / turmoil



The size of the oil market(s)

Daily trading: 1000 x 1000 lots = 1,000,000,000 barrels

(1bn) – of Brent alone…



Financial markets can change, or support the price trend

Money managers’ positions

USD strength

Commodities as investment

Positive or negative market sentiment

Technical trading

Algorithm trading



”Unknown unknowns”: Algorithm trading?



If that wasn’t enough, ”influencers” make it worse…:



Concerns amongst fuel buyers & top execs

CHANGE



”Known unknowns”: 2020 sulphur regulation changes

MGO



Forward price curves reflect the lack of demand for HSFO

Source: 

Global 

Update 

21/05-18

• VLSFO (0.5%) does not have a forward curve

• Platts will start to assess the VLSFO prices in mid-2019 but need input from the physical trades

• Market makers (hedgers) depending on Platts in order to build forward curves.

• Proxy hedging, using Brent Crude or mix of Distillates and LSFO



Some of the challenges and considerations of VLSFO

Buyers (shipowners)
• Costs for fuel goes up, but can they cover these costs through higher freight rates?

• Suppliers promoting VLSFO, but what about availability, spec/compatibility, prices?

Sellers (refiners, suppliers, traders)
• Change of requirements by their clients: little HSFO, more MGO and potentially VLSFO.

• Will refiners be willing and able to produce 0.5% VLSFO without firm commitment from buyers?

The missing piece of the puzzle is …. Price…



So how to manage fuel price changes? “Simple”…:

Make sure you pay in the same manner as you get paid



How to manage price risks

Changing 

fuel costs

Charge

Customers

Problem?

Solution:

Instrument:

Outcome:

Surcharges / 
BAF etc

Customers 
have the risk

Hedge

Physical 
Agreement

Supplier 
covers risk

Financial 
Agreement

Hedger covers 
risk



Conclusions

The oil market is unpredictable and too big to be controlled

There is no “natural” price for the barrel – it is what it is….

Prepare for more volatility ahead

2020 will shake the oil complex further

Understand your company’s exposures, and implement suitable risk 
management strategies.



A/S Global Risk Management Ltd. Fondsmaeglerselskab

Strandvejen 7, DK-5500 Middelfart

(+45) 8838 0000

hedging@global-riskmanagement.com

Tuborg Havnevej 15, DK-2900 Hellerup

(+45) 8838 0030

copenhagen@global-riskmanagement.com 

WWW.GLOBAL-RISKMANAGEMENT.COM

Further Information


