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Future of Fujairah is Full of Energy

Capt. Salem Al Hmoudi, Director, Fujairah Oil Industry Zone

ast year was one of great
uncertainty and great learnings
for all of us - many industries
were affected and reshaped. But
despite the challenges, Fujairah
retained its efficiency and attractiveness by
providing superior infrastructure and services,
allowing market participants to adapt to the
volatile conditions. We continued on our
journey of strong organic growth towards
becoming a comprehensive global energy hub.
This has been many years in the making and
has demonstrated significant progression.

Location is key and Fujairah has certainly
ticked that box. Accordingly, the Port has been
busy in recent years ramping up its operational
credentials. It added a very large crude carrier
jetty in September 2016 - the first on the Indian
Ocean coastline of the Arabian Peninsula and
complemented by ample storage capacity in
the Fujairah Oil Industry Zone - and signed
a 35-year concession agreement with Abu
Dhabi Ports in June 2017 through an AED 1
billion investment program, which should
see Fujairah benefitting from greater volumes
and increasingly sophisticated levels of
infrastructure.

The regional spotlight on Fujairah is clear. In
February 2019, ADNOC announced that it was
building the world’s largest single underground
storage in the emirate with a total capacity of

How close is Fujairah to being a global
energy trading hub?

2%

Not quite half-way

17%

Already is
6% 32%
Can see finish line Half-way there
43%

Well beyond half-way

42 million barrels of crude oil. Furthermore,

in the summer of 2019, ADNOC acquired

a 10% stake in VTTI, a Vitol-backed global
energy storage company - securing storage
opportunities globally, and in Fujairah. And,
Aramco Trading has chosen the emirate as the
location for its second overseas facility. Last
year, Fujairah handled total volume in excess of
120 million tons.

Further storage growth is progressing with
Brooge Petroleum, which is commissioning its
phase 2 expansion with an additional 600,000
cubic meters of storage tankage capacity, with
Phase 3 set to start in the second half of 2021.
The project will contain a topping unit for
marine fuels, with provisions to add a fully-
fledged refinery and storage capacity of more
than 2 million cubic meters. These milestones
in expanding our storage and refining capacity
will be complemented by the launch later this
month of the ICE Futures Abu Dhabi Murban
crude contract that will be physically settled in
Fujairah. ®
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WORKSHOP: TOP 10 RECOMMENDED ACTION POINTS

B Transparency - there has not been visibility into crude inventory data in Fujairah so far and the market will need that with the
launch of IFAD. Another step should be to boost the narrative on the relevance of reference pricing.

B Attract more trading firms - Fujairah has the potential to attract players wanting to trade and manage risk through
speculative trading in the Middle East. This could materialize as liquidity takes off.

B Attract larger pool of operational talent - Fujairah can use onshore storage and crude delivery options to expand operations
and create jobs for functions such as executing tank transfers, documentation and ship inspections.

B Data - improve and expand as many data points as possible to give more confidence and insight to trading.

B IFAD should focus on targeting liquid depth of markets - work across more than just the spot month on expiry and build
open interest willing to hold positions on the buy side and sell side.

B Diversify into sustainable, alternative fuels - such as methanol and ammonia as global commitments grow towards carbon
reduction targets. This will require cooperation and better planning by Fujairah.

B Bolster flexibility, facilitation for customers at the port - increase global marketing and visibility for Fujairah and focus on
getting new players from outside the region. Continue building reputation and maintain trust of customers.

B More proactive government policy - encourage JVs, even on a 10% or 20% partnership basis, to give more confidence to
investors. Enhance private sector banking offering through policy. Market Fujairah more aggressively as an FDI hub. Enhance
infrastructure surrounding the port - railroads, airport.

B Enhance customer service angle at port facilities - build a solid and transparent platform of information. Stay ahead of the
curve with physical flexibility and service infrastructure for product flows.

B More Investment into refining - consider alternative models and move beyond traditional fuels. Consider floating storage
regasification units (FSRUSs) for LNG.
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“How might Fujairah
further capitalize
on its unique role as
a crude benchmark
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Jocation?”

Workshop panelists:

¢ Mike Muller, Head, Vitol Asia

¢ Viladimir Langhamer, Managing Director, Supply & Trading, OMV
e Capt. Mousa Morad, Managing Director, Port of Fujairah

HH Sheikh Hamad bin Mohammed Al Shardqi, Ruler of Fujairah, Inaugurates the VLCC JETTY in 2016

“We must make sure to plan and
work faster so that the needs of
our customers don’t pass us.”

Capt. Mousa Morad, Managing Director, Port of Fujairah

The combination of IFAD and
Fujairah’s infrastructure open the
prospect for the emirate to become
a major crude oil storage facility for
crude produced in the Middle East,
adding to its foundational reputation
thus far, as a very large storage hub
for bunker fuel. Fujairah is already
one of the largest crude oil storage
locations east of Suez, which is
not exclusively tied to a crude oil
production facility. It stands now
with the unique ability to import and
export, and handle multiple grades.
The launch of the world’s first
Murban Crude Futures Contract on
March 29" on Ice Futures Abu Dhabi
(LFAD) creates the opportunity to
have a regional benchmark that is
liquid, transparent and widely used
for physical and paper trading. The
success of the contract will be a

How might Fujairah further capitalize on its unique
new role as a crude oil benchmark location?

2% 17%

None of the above

Become top Crude
oil storge hub East
of Suez

31%

Attract more oil
trading firms to
Fujairah

25%

Facilitate

0, onshore crude
25 A ) oil trading
Accelerate creation
of Fujairah Oil Products
Benchmark

function of how keen physical players are to
take or make delivery on the exchange. It will
also rest on how interested financial players
will be to participate in the new benchmark
and where they identify relative value trading
opportunities of Murban crude versus Brent
and other commodities. IFAD holds many
intrinsic advantages. One is that companies
with accounts on the Intercontinental
Exchange (ICE) will have the advantage

to deal in one trading and clearing house
simultaneously. IFAD also offers traders

the ability to hedge Murban and the other
UAE grades, and potentially trade on quality
arbitrage differentials between Brent, WTI
and Murban. A successful Murban contract
could eventually be the gateway to accelerating
the journey to an oil products benchmark.
Fujairah already plays a vibrant price discovery
role in bunkers and fuel trading, so exchanges
like IFAD could also launch products

P

contracts. This would offer crack spreads
trading opportunities, which could serve as
instruments to hedge margins for refineries in
the UAE, and the region.

Fujairah’s physical infrastructure offers a
unique opportunity to take advantage of the
new benchmark. It has one of the world’s
only VLCC capable jetties connected to a port
infrastructure and the ability to store non-
emirati grades. ADNOC is also having a large
strategic reserve storage built at the port. Both
aspects will enable large volumes of physical
settlements of crude in and out of storage.
Fujairah is also perfectly located to meet the
ambitions of ADNOC and other big refiners in
the region who would want to control some of
their crude flows. ®

a WATCH FULL VIDEO PODCAST HERE
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Q&A with Mike Muller, Head, Vitol Asia

Q: What advantages does Fujairah
offer to physical crude oil markets?

Mike Muller: Fujairah has one of the
world’s few VLCC jetties which is

connected to the port’s infrastructure.

ADNOC is also building a very large
strategic petroleum reserve storage
in the mountains just behind the
Fujairah Oil Industry Zone (FOIZ). All
of this is happening around the same
time as the launch of the Ice Futures
Abu Dhabi (IFAD) Murban contract,
which will kick off in March.

There are many stakeholders who
are very keen to see this contract
succeed. It will be a function of how
much physical players are keen to
take delivery, or make delivery, on
the exchanges through the physical
delivery mechanism, and how much
interest there will be from financial
players to participate in this new
benchmark. It will be interesting
to see relative value trading
opportunities of Murban versus Brent
and other commodities, and possible
relative value trades with products
and even equity indices.

Q: How might Fujairah further
capitalize on its unique new role as a
crude oil benchmark location?

Mike Muller: Fujairah is already a
major storage hub, but it’s probably
best known as a bunker fueling port.
However, Fujairah is evolving because
there is so much more going on there
now. Vitol has had a small refining
presence there for nearly two decades
now, which is a manufacturing hub
for low sulfur fuels. But the advent
of IFAD and the infrastructure does
throw open the prospect of Fujairah
becoming a major oil storage facility
for crudes produced in the Middle
East.

The jetty and the connections
to certain terminals in the port
give Fujairah the ability to store
non-emirati grades. And that has
already happened, for example, the
Black Pearl Project of Vopak, which
is connected to that jetty. I would

go as far as to say that Fujairah is
already one of the largest crude oil
storage locations East-of-Suez, not
just exclusively tied to a crude oil
production facility. Fujairah has the
unique ability to import, export and
to handle multiple grades, and it has
that underpinning of being a very
large bunkering facility at the very
same time.

Q: Could the launch of the new
Murban contract, which will be
physically settled in Fujairah, attract
more commercial activities to the
emirate?

Mike Muller: The question on whether
we are going to see more companies
relocate offices or open new offices
in Fujairah in recognition of the extra
activity that will take place in the
emirate - absolutely, Yes! We do see
acknowledgment by many in sending
more staff there as there is more
action happening, such as storage
related offices, fuel oil, bunkering,
and blending related offices.

Very few companies trade crude oil
from anywhere other than Houston,
London, and Singapore. So, it will be
very interesting to see whether we
see people actually trading value at
risk, having books, managing risk,
and doing speculative trading in the
Middle East, and whether they choose
to continue to do so in their head
offices or in Fujairah. I believe that
we will see a little bit more of that as
liquidity takes off. But do people need
to sit physically in Fujairah for an

exchange that is sitting in Abu Dhabi,
with the server and the clearing house
in London? No, we are in a virtual
world now.

With the possibility that the
onshore trading of crude oil could
come to Fujairah soon, may offer the
opportunity to use the plethora of
storage options and delivery options
in crude to do many other things.
That will bring with it operational
jobs, people that need to execute tank
transfers or need to look at the whole
documentation, or inspect ships, or
do ship-to-ship operations or cross-
jetty pump-overs. All of that is going
to result in a pull of more talent in the
operational sphere to Fujairah.

Q: Could the new Murban crude oil
contract be a gateway to the creation
of an oil products benchmark in
Fujairah?

Mike Muller: Fujairah already has a
vibrant price discovery role to play

in bunkers and in fuel trading. It
follows that Exchanges — IFAD in
pole position — may wish to launch
products’ contracts, and therefore
crack spreads trading opportunities,
which could serve as instruments to
hedge margins for refineries, not just
in the Emirates, but in the region. It
follows that the ICE platform makes
that very, very convenient in terms of
cross-margining efficiencies, using
the same clearing house. I therefore
believe that IFAD has already been
soliciting interest in whether any such
contracts would be of interest.

But one thing at a time. I think the
launch of the Murban futures contract
needs to be uncluttered by these
future plans and needs to be a success
with a big bang to start with. All the
stakeholders want that to happen.
Therefore, all the focus is on that and
what is required in order to have a
liquid depth of market across more
than just the front month on expiry.
And, most importantly, sticky money
that is willing to put on and hold
positions on both sides, on the buy
side and the sell side. ®

Viadimir Langhamer
Managing Director
Supply & Trading, OMV

“Ice Futures Abu Dhabi offers the opportunity to have a regional benchmark
that is liquid, transparent and widely used for physical and paper trading.”

Many companies which have accounts on the Intercontinental Exchange (ICE) will

also see it as an advantage to deal in one trading and clearing house simultaneously.

The financial advantages Ice Futures Abu Dhabi can offer are key - traders want to be
able to hedge and there’s no hedging for Murban crude and the other UAE grades at
present. If Ice Futures Abu Dhabi develops a curve that is liquid and beyond three months,
we could get to the point where it becomes a fundamental trade for quality and arbitrage
differentials between Brent, WTI and Murban.

“Fujairah offers crude, products arbitrage advantage”

Fujairah still has elements to develop in its infrastructure to enable large volumes of
physical settlements of crude in and out of storage, but it also already offers other key
advantages. One is that it’s a location where crude and product benchmarks would not be
blocked by a freight market - this would be a unique offering to traders hedging cracks
or trying to hunt for arbitrage between products and crude. The emirate is also perfectly
located to meet the ambitions of ADNOC and other big refineries in the region who want
to control some of their crude flows. =
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“What steps should
Fujairah take next

ener

o further position
itself as a global
y hub?”

Workshop panelists:

e Dave Ernsberger, Global Head of Pricing & Market Insight, S&P Global Platts
¢ Lars Liebig, Managing Director, Uniper Energy DMCC

¢ Capt. Salem Al Hmoudi, Director, Fujairah Oil Industry Zone

e Capt. Ali Al Abdouli, Deputy Manager, Fujairah Oil Tanker Terminal

The global energy ecosystemis
evolving fast and so Fujairah must
continue to sustain its relevance.

What steps should Fujairah take NEXT to further

S&P Global Platts Leadership Team Conducts Tour of Fujairah

“We need to look at new technology
and how to use it to ease things up and
add more transparency, to support a
global marketing campaign and
attract new investors to Fujairah.”

Many would agree that the emirate is
past the half-way point in positioning
itself as a global energy trading hub.
It has reached a point in its data
history where markets could become
confident in considering using a new
regional benchmark with the emirate
now in its fifth year of independent
flat price physical assessments for
refined products. Its infrastructure
continues to grow in efficiency,

size and flexibility with world class
tankage and continued investment
in refining. The pathway has been
cleared for Fujairah’s evolution to
benchmark hub status with the
Murban crude delivery contract
launching at the end of March.

position itself as a global energy hub?

4% 28%

None of the above

Surface as many data
points as possible

23%

Prioritize
alternative fuels
- hydrogen/
methanol etc

30% 16%
Make port as flexible & Sustainability
efficient as possible at center of
strategy

Capt. Ali Al Abdouli, Deputy Manager,
Fujairah Oil Tanker Terminal

This will strengthen Fujairah’s bucket of assets
around which physical trading and valuation
can continue to evolve.

Thus far, Fujairah’s identity has been
principally a bunkering and blending storage
location. Crude is now starting on its journey
to becoming a parity player with products and
this will grow as the market builds confidence
around the Murban contract as a reference for
pricing. Fujairah has the potential to become
an epicenter for the region for refined products
exports. Which products it chooses to focus
on is the question. Being an export hub for

VLFSO, for example, is not sustainable in terms
of pricing and margins for refiners and the
market is already well supplied but there is the
opportunity to become an exporter of methanol
and ammonia. The emirate will need to secure
a steady flow of those products from upcoming
hydrogen projects in the region, and it is
crucial that it does so soon to remain ahead of
other competition within the Arabian Gulf. ®

a WATCH FULL VIDEO PODCAST HERE
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Lars Liebig
Managing Director
Uniper Energy DMCC

“Global energy demand will be replaced by renewables in the next
three decades.”

Interest in future energy products is already emerging as global commitments grow
towards carbon reduction targets. Countries like New Zealand, Sweden, Germany, France,
the UK, and Denmark have already implemented their targets by law, with most pledging
to be carbon neutral by 2050, and some even earlier. Policy statements of intent have
been issued by countries like Japan, the US, and China, and big corporations such as
Microsoft, Apple, and Amazon are setting their own carbon targets.

“Fujairah positioned to become hydrogen products hub.”

Only a few areas in the world will be able to cover this new demand with local production.
The Middle East is rich in solar irradiation and has an opportunity to become a main
exporter of green hydrogen. Hydrogen-based products like ammonia or methanol will
likely become the carrier for renewable energy exports. Fujairah is well positioned as

a storage hub to serve the upcoming demand of renewable energy products and to
become a main export location for the same. Fujairah’s main challenge will be to secure

a steady flow of those products from upcoming hydrogen projects in the region, whether
by pipeline connection or other means. It is crucial that it does so soon and stays ahead of
any new or existing hubs within the Arabian Gulf which could take precedence. =

David Ermsherger
Global Head of Pricing &
Market Insight , S&P Global Platts

“Fujairah has reached a point in its data history where markets could become
confident in considering using a new regional benchmark.”

The emirate is in its fifth year of independent flat price physical assessments for refined
products. Its infrastructure also continues to grow in efficiency, size and flexibility with
world-class tankage and continued investment in refining. The Murban crude delivery
contract, set to launch at the end of March, will strengthen Fujairah’s bucket of assets
around which physical trading and valuation can continue to evolve.

“Crude starting journey to parity with products storage.”

Fujairah’s identity has been foundationally a bunkering and blending storage location.
Crude has always been there in the background but it is now starting on its journey

to becoming a parity player with products. The market will need to build confidence
around the new Murban contract to take the next step around relevance in narratives and
reference pricing for crude. And when it does, it will be able to give a geographical basis
along with Dubai that is clear and consistent for measuring, for example, product and
crack spreads. The Middle East becomes net long on refined products this year - Fujairah
can capitalize on this opportunity, becoming an epicenter for a regional source of exports
and supply to the global market. =
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“What hard
infrastructure should
Fujairah prioritize to
attract more foreign
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direct investment?”

Workshop panelists:

¢ H.E. Sharief Habib Al Awadhi, Director General, Fujairah Free Zone

¢ Neill Robertson-Jones, Head of Corporate Banking, National Bank of Fujairah
¢ Tony Quinn, CEO, Tankbank International

¢ Martijn Heijboer, Business Development Manager, Port of Fujairah

in planning the continued expansion
of Fujairah’s infrastructure, a

five- or ten-year outlook should be
deployed to ensure incorporation
of the most efficient solutions

for future connectivity. The port
currently has 11 terminals and

has witnessed a dramatic increase
in construction by independent
investors. It is critical going
forward, that port infrastructure
keeps up with terminals expansion,
placing customer convenience

and flexibility front and centre.

As Fujairah considers expanding

its crude storage offering, it is
worth considering that this is most
profitable when done point to point
- taking the oil from a refinery down
the line onto a ship and selling it.

It will be interesting this year to see
the impact of crude coming into

| What hard infrastructure should Fujairah prioritize

to attract more foreign direct investment?
2%

5% None of the above

Reclaim more
land

25%

Airport

31%

Floating Storage

Regasification Unit
(FSRU)

36%

Refinery

The Mountains of Fujairah offer Land Reclamation, Oil Storage and Minerals - What else?

the facility and how the new ADNOC volumes
are managed. There is certainly justification
for adding a couple of jetties and more
connectivity lines in the coming year to ensure
enhanced trading between terminals.

Much discussion has centered around
adding LNG bunker trade to Fujairah from a
sustainability standpoint. However, it is not at
this stage a proven major fuel alternative. It also
could risk damaging the emirate’s identity as
the second largest fuel oil hub in the world. LNG
also has a long-term position of profitability.
As a starting point, what could be considered
would be investing in a small-scale onshore jetty
combined with a small floater. The drive for an
LNG terminal could be viewed as a secondary
source of fuel in Fujairah, assisting in the
development of industrial activity and providing
power to Fujairah itself. B

8« WATCH FULL VIDEO PODCAST HERE

H.E. Sharief Habib Al Awadhi, Director General,
Fujairah Free Zone
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Capt. Mousa Morad
Managing Director
Port of Fujairah

It is the policy of the government of Fujairah to ensure that our infrastructure is always up
to 30% ahead of current requirements. We must make sure that we continue to plan and
work faster so that the needs of our customers don’t pass us, because things are moving
quickly with our partners like ADNOC and Aramco Trading.

The Port of Fujairah seeks to provide ADNOC and its new Murban crude oil benchmark
greater flexibility for its partners and customers. Instead of installing a 4th SBM (Single
Buoy Mooring) offshore Fujairah for exporting crude oil, ADNOC has decided instead VA
to fast-track a pipeline connectivity from its own oil storage facilities to the port = : . e
infrastructure. We expect this to be completed by the end of October. This connection will e v e t’|l||| -l. ! i'j”ﬂ iE
allow Murban crude oil to be exported through the Port of Fujairah’s VLCC Jetty, which A T et el £
was built a few years ago, and in time, the ADNOC crude oil could also trade onshore via
the port pipeline network with all the other commercial storage terminals.

We are now planning for the future opportunities that could come to Fujairah. We are
looking at whether we will need to reclaim more land from the mountains to support

the new growth. There are many new refineries coming online across the Gulf States, in
countries like Kuwait and Saudi Arabia, and of course Abu Dhabi, and ultimately all those
products will have to go somewhere to be stored, and Fujairah is the natural destination.

We are also preparing for the developments that could come in crude oil when ADNOC
completes its underground Mandous facility. ADNOC has announced that this 42-million-
barrel oil storage project is for both strategic and commercial purposes, and this could
open many scenarios for Fujairah and its partners. =
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Government of Fujairah, Salem Khalil
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ICICI Bank, Vishwa Bhushan
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Marine Capital, Tony Foster
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Mitsubishi International Corp (Iran), Tetsuya Noguchi
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Port of Fujairah, Martijn Heijboer
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