
Comparing notes will not create 
a crystal ball, but it will enable 

stakeholders to collectively turn down the 
volume of today’s alarm bells.”
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ONSIDERING THIS 
is a market that has 
always operated in the 
context of the risks 

posed by supply-demand imbalances 
and forward curve volatility, many 
stakeholders cite today’s level of 
unpredictability as significant. It 
does not just impact niche segments 
of the oil storage industry, but 
instead fully involves the profitability 
outlook of the entire energy chain.  
There are far more questions than 
answers – a mix that raises bankers’ 
eyebrows. 

How accurate are forecast storage 
demand estimates? Is the right type 
of storage being built in the right 
locations? Are efforts – and attitudes 
– to comply to the International 
Maritime Organization’s (IMO) 2020 
ruling sufficient with the start date 
for the lower sulfur bunker fuel limit 
of 0.5% just over a year away? Will 
the price backwardation persist or 
will the market head into contango 
and therefore, again, shift storage 
demand? The list of influences is a 
long one, including oil prices, which 
fell from $109.45/barrel in 2012 to 
$52.51/barrel in 2017 – more than a 
50% decline overall. The impact of 
the US’ increasingly revived shale 
production and the evolution of 
the deal to trim production output 
between OPEC and non-OPEC 
(known to some as OPEC+) will also 
guide storage demand over the next 
year. Regulatory overhauls must also 
be factored in, such as the IMO 2020.  

GUIDING HANDS 
An ability to flex to the market’s 
ever-changing conditions is key to 
sustaining oil storage providers’ 
positions at the top of the league 
table in the Middle East and 
Africa. Combined, the region hosts 
upwards of 83.402 million cubic 
meters of oil storage facilities, with 
a compound annual growth rate of 
7.91% anticipated between 2014 
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and 2024, according to Transparency 
Market Research. Equally, the finance 
community needs goal posts to be a 
little more visible. 

Greater collaboration between 
banks and industry stakeholders – 
refiners, ports, storage providers, 
shippers – will shed light on 
the oft-opaque supply-demand 
projections for IMO 2020, for 
example. Comparing notes will 
not create a crystal ball, but it will 
enable stakeholders to collectively 
turn down the volume of today’s 
alarm bells. Reassuring financial 
institutions that are keen to engage 
makes sense; a reliable flow of funds 
is the linchpin to transforming 
theory into reality. 

ExTRAORDINARILY, every cargo of 
LNG can be tracked, yet ambiguity 
exists due to limited information 
sharing from some links in the 
oil storage value chain. In order 
to lend into the sector, bankers 
need to establish confidence that 
infrastructure investments are 
justifiable and sufficient cash 
flows can be generated to repay the 
debts. Transparency is essential to 
modelling such cash flow forecasts 
with confidence. The same need 
for reliable information applies to 
ensuring official certification or 
confirmation that different fuel 
types are tested for compatibility to 
ensure global uniformity, 
especially amid major 

industry shifts like IMO 2020. 
Devoting time to communicate 

a compelling business case, 
with facts and logic that can be 
checked, is a worthwhile effort for 
industry stakeholders. It raises 
the profile of the industry and 
educates pools of capital that this 
is an industry that can readily cope 
with the operational challenges 
of oil logistics, combined with the 
financial acumen to identify and 
mitigate market risks.  Capital flows 
to industries that are understood, 
and openness, will create a firmer 
foundation; the ‘bricks’ of new 
financings will slot into place more 
easily. Industry’s efforts to nurture 
both established and emerging 
relationships with banks is a wise 
move; as market norms change, 
so will the way they are financed. 
The successful sponsors of oil 
storage will have an entrepreneurial 
mindset, so the ‘traditional and 
reliable’ cornerstones of the finance 
community will need guidance. 

Clarity will not be achieved 
overnight. But if we work together, 
we will benefit from the opportunity 
presented by the reality that the 
world consumes 98 million barrels 
of oil a day.  This demand has never 
been greater and is likely to only 
increase for decades. A very large 
share of world demand is met by 
the supply from the Arabian Gulf, 
and the region’s oil storage industry 
will play a vital role in connecting 
this supply to demand.  For 

terminal operators, satisfying their 
customers is vital and explaining 
this proposition to investors will 
unlock the required financial 

support. n

98m 
Barrels of oil that 

the world consumes 
every day.
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Asking banks to lend more into a market during a cyclical downturn is rarely an 
easy sell. But those involved in the oil storage industry are facing significant 
uncertainties in communicating a compelling business proposition to investors. 
How to ease this challenge? Transparency and education.


