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What are the Next Steps 
Required to Establish a Liquid 
Trading Hub in the Gulf by 2020?
Easy access to capital, ever-growing 
infrastructure, healthy volumes of trade and 
robust oil price benchmarks underscored 
by transparent methodologies are the key 
ingredients needed to deepen the Gulf’s global 
trading footprint. 

Fujairah’s location south of the Straits of 
Hormuz in the UAE makes it the region’s most 
strategic spot to bolster the Middle East’s 
global trading presence, according to 83% of 
respondents to a Gulf Intelligence (GI) Industry 
Survey in April 2016. 

Surprisingly, Sohar in Oman and Bahrain did not 
receive a single vote, with 11% preferring Dubai.

Part of Fujairah’s popularity is its offering as 
a one-stop shop, with the port able to provide 
supplies, bunkering, crews and so on. Today’s 9 
million tons of oil storage is expected to climb to 
14m by 2020. Fujairah’s crude offering is ever-
widening as well, such as UAE Murban, Iraqi 
Basrah Light and Masila from Yemen featuring on 
the product list. Part of the attraction, for traders 
especially, is that Fujairah is largely a deregulated 
market compared to the eagle-eyed  

regulators monitoring Singapore and Rotterdam. 
While Fujairah’s tool box is filling up, some 

elements need sharpening. All stakeholders, 
including Fujairah, must make an effort to run a 
tighter operation that meets the global standards set 
by other trading behemoths, notably Singapore and 
Rotterdam. It is equally worth noting that Singapore 
has had over a century of practice, from when Sir 
Stamford Raffles founded modern Singapore as a 
free port in 1819, to it becoming the world’s largest 
container port for the first time in 1990.

Historically, a hub would need pricing guidance, 
trade and capacity – boxes that Fujairah has already 
ticked. But the emirate still needs to elevate its 
operations to meet the standard global transparency 
operating practices, which includes regular and 
easily accessible data sets. 

The three winning recommendations of the Oil 
Markets Workshop address the most effective 
‘next steps’ that could be made to bolster Fujairah’s 
offering as a global hub. All the recommendations 
are intertwined, from establishing an independent 
benchmark for fuel oil, to publishing storage data 
and improving the overall legal architecture.   

Other top recommendations – coming in fourth 
and fifth, respectively – were the need to improve 
the connectivity between third party storage and 
Abu Dhabi’s National Oil Company (ADNOC) at 
Fujairah and bolstering the region’s small trading 
community. 

Linking ADNOC’s facilities, which carry Murban 
crude, with third party storage would help promote 
transparency, flexibility and volume growth for 
ADNOC, Fujairah and all the port’s customers. Nearly 
all (92%) of survey respondents said Abu Dhabi 
would benefit from maximizing the opportunity 
to build a global trading hub in the UAE – an oft-
discussed point that has yet to gain traction. 

Meanwhile, the limited trading community in 
Fujairah and the wider Gulf is seen as an untapped 
opportunity, especially considering the region has 
an advantageous time zone as it is nestled between 
Europe and Asia.

The tightening regulatory control and lower 
salaries in Europe should theoretically encourage 
traders and relevant professionals – brokers, lawyers 
and accountants to name a few – to migrate 
eastwards.  

So far, Fujairah’s proven capabilities as the region’s 
pre-eminent trading hub have triggered a wave of 
optimism, with 51% of survey respondents saying the 
Middle East can evolve its trading presence to rival 
Singapore and Rotterdam within 2-5 years. Others 
are less bullish, with over a third (37%) expecting it 
to take five years plus before the Middle East can 
near the podium hosting Rotterdam and Singapore, 
as governmental red tape, political quibbles and 
regional competition drag the timetable backwards. 

The pace of the region’s growth into a global 
trading hub remains to be seen, with many saying 
the responsibility to fulfil the vision lies in Fujairah’s 
hands. As His Highness Sheikh Mohammed bin 
Rashid Al Maktoum said: “Opportunities are made 
– they do not just lie around waiting for someone to 

What is the Most Urgent Recommendation Required to 
Establish a Liquid Trading Hub in the Gulf by 2020?

Establish a 
benchmark  
for fuel oil

Greater  
Transparency –  
Fujairah to publish 
market data

Legislation Reform 
– predictable legal 
structure 

41%

44%

15%

83%
Fujairah is best-placed 
to become the Middle 
East’s major trading 

hub, according to 83% 
of GI Industry Survey 

respondents. 

92%
Abu Dhabi would benefit 
from a global trading hub  

in the UAE, according  
to 92% of GI Industry 
Survey respondents. 
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“All these developments are accelerating Fujairah’s 
progress towards becoming a global energy hub, and 
we believe an important next step on this path is the 
establishment of a regional oil products benchmark.” 
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“Over the last several years, the Middle East physical 
markets have evolved considerably, and spot market 
values are now consistently and transparently visible. 
Logistics have evolved to ensure broad market 
access and flexibility, including through the growth 
of independent storage at Fujairah, while refinery 
infrastructure has grown, providing ample supply” 
– S&P Global Platts.



wo factors are evolving in 
parallel in the Middle East’s 
oil industry and both are 
a springboard for positive 

change – especially if they join forces. 
Firstly, the time has come for the 
Middle East to have an independent 
oil products benchmark. This would 
help facilitate the development of a 
healthy derivatives market and improve 
access to fuels from all over the world. 
Oil product stored and traded out 
of the UAE’s Port of Fujairah is done 
via the Singapore swap; an arguably 
weak reflection of regional dynamics. 
The second factor is the IMO’s 2020 
ruling – a decision that will overhaul 
the bunkering fuels market in less than 
two years. The timing is right – the 
region’s NOCs Middle East Oil Products 
Benchmark would be beneficial to 
regional players; including the NOCs!

IMO 2020 offers a golden 
opportunity for Middle Eastern NOCs 
to showcase their evolutionary spirit 
in the global energy markets. Siloed 
conversations amongst the region’s 
leading players – such as Saudi 
Aramco, ADNOC, Kuwait Petroleum 
Corporation (KPC) and Petroleum 
Development Oman (PDO) – could lead 
to fractured compliance and expensive 
mistakes.

Budget concerns run deep already; 
Wood Mackenzie said bunker 
fuel costs could rise by up to $60 
billion annually from 2020 in a full 
compliance scenario. An umbrella 
proposal amongst NOCs about how to 
collectively adhere to IMO 2020 would 
create a united message and have a 

The 3rd Middle East Oil Markets Virtual Workshop will provide a virtual platform to bring 
together seamless online interaction between stakeholders from across the region’s 
Energy Industry to produce top recommendations on what are next steps required to 
facilitate the emergence of a middle east oil products benchmark? 
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What are Next Steps Required  
to Facilitate the Emergence of a  
Middle East Oil Products Benchmark? 

T
higher chance of reducing costs and 
bolstering efficiency. Such unity would 
also reinforce Middle East countries’ 
reputation as collaborative thought 
leaders in the global oil market. 
Preserving this reputation in what 
is a highly competitive market plays 
into realizing BP Outlook’s forecast 
that the Middle East will remain the 
world’s biggest oil producer up to 
2040, accounting for over 34% of 
global liquids production. In-country 
and cross-border efforts amongst 
NOCs to help spearhead adherence 
will create a robust framework and 
close loopholes. The latter is especially 
vital for bolstering the market’s faith in 
compliance; a necessity to establishing 
an independent Middle East oil 
products benchmark.

Creating a benchmark via an 
independent pricing agency – Platts 
and Argus, respectively, are the 
world’s two biggest agencies – would 
help facilitate the development of 
a healthy derivatives market and 
mitigate financial risk. The bar has been 
raised when it comes to establishing 
global trading hubs and independent 
benchmarks. Historically, a hub would 
need a certain amount of light pricing, 
trade and capacity. These are boxes 
that the UAE’s Port of Fujairah, the 
world’s second largest bunkering hub, 
has already ticked. However, trading 
regulations and standard operating 
practices around the world’s major 
hubs have progressed.

There is a prerequisite to have a 
derivatives market in order to develop 
a trading hub in Fujairah, as the days 

of back-to-back trading are long gone. 
Oil companies take positions and 
have significant volumes in storage, 
which means that sophisticated 
risk management must be part of 
the game. Nearly every volume of 
oil nowadays is hedged financially, 
which can only be done if there is 
an instrument available for hedging. 
The fuel oil that is stored and traded 
out of Fujairah, for example, only has 
the Singapore swap as an effective 
hedging instrument.  The Mean of 
Platts Arab Gulf (MOPAG) is already an 
important pricing point for the Middle 
East, Indian subcontinent and East 
Africa. All three regions use the price 
for their physical pricing, which has 
always been derived by using the price 
in Singapore minus freight. Historically, 
this system worked well as all fuel oil 
would go one-way from Europe, the 
Black Sea and the Baltic Sea via the 
Middle East to Singapore. This is no 
longer the case, as flows from the east 
head back to the west, from Singapore 
to the Middle East, for example. 
Consequently, the freight factor that 
is included in the assessment of the 
MOPAG is no longer a reliable figure to 
hedge fuel oil that is stored in Fujairah. 
Successful benchmarks are borne from 
standardization, which provides a level 
playing field, transparency through 
access to information and a healthy 
dose of liquidity. The Middle East is 
progressing on all fronts, but more is 
needed. What are the most effective 
steps that the region can take to 
establish an independent, robust and 
widely used benchmark? ■
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APR. 2016
Oil Markets Workshop – Top 
Recommendation: Publishing 
weekly inventory is the first 

major transparency step 
required to establish fuel oil 

benchmark

JUNE 2016
Transparency dialogues with 
tank terminals in Fujairah to 
support the publication of 

weekly aggregated inventory 
numbers 

NOV. 2016 
Fujairah Oil Industry Zone 

Appoints S&P Global Platts 
to Distribute Fujairah Weekly 

Oil Inventory Data

DEC. 2015 
Special Report Published  

Fujairah – Realizing 
Ambitions for a Global

Energy Hub One Step at a 
Time

Timeline Journey towards the establishment 
of a Fujairah Oil Products Benchmark

2015 2016

SEPT. 2015
Fujairah stakeholders recommend 
greater transparency in Fujairah 
is needed to attract more foreign 

direct investment

Releasing Fujairah’s oil 
inventory data on a weekly 

basis is a crucial step to nurturing 
the growth of a robust energy 
trading ecosystem in the emirate 
and the wider Gulf.”
H. H. SHEIKH DR. RASHID BIN HAMAD AL SHARQI
DEPUTY CHAIRMAN, FOIZ

MAY 2016
Oil Markets Workshop 

White Paper – Top 
Recommendation: Publishing 
Weekly Inventory is the first 

major transparency step 
required to establish Fuel Oil 

Benchmark

JAN. 2018
Renewal of the Fujairah Data 
Project Agreement between 
Fujairah Oil Industry Zone 
and S&P Global Platts

2019
ADNOC announces plans to build 
the world’s largest underground 
oil storage project in Fujairah.

JAN. 2017
Fujairah Weekly Oil Inventory Data 
officially launched and available publically 
via S&P Global Platts website

2017 2018 2019 2020

FEB. 2018
Blockchain Agreement between 
Government of Fujairah and S&P 
Global Platts signed in London 

2020
• S&P Global Platts 
invited feedback on 
a proposal to amend 
the methodology 
for its FOB Arab 
Gulf benchmarks for 
gasoline, gasoil, jet fuel/
kerosene and fuel oil 
to reflect independent, 
spot physical market 
values. After the review, 
Platts announced it will 
continue to assess as 
freight netbacks from 
the respective FOB 
Singapore assessments, 
as per its existing 
methodology. 
• New IMO 2020 Ultra 
Low Sulfur Fuel Oil 
standard becomes the 
law of the sea.

 SEPT. 2016 
Fujairah announce plans to launch
Fujairah Weekly Oil Inventory Data

 Light
Distillates

bbl 4,338,000

 Middle
Distillates

bbl 4,612,000

 Heavy Distillates 
Residues &

bbl 10,357,000

Fujairah Oil Industry Zone Publishes Inaugural 
Weekly Inventory Data via S&P Global Platts

Stock levels as of 16 January 2017

Source: FedCom/S&P Global Platts
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Participants casting their recommendation votes at the Gulf LNG 
Workshop

Participants at The Second Gulf Intelligence Oil Markets Workshop 
discussing the future outlook for a Middle East Oil Products 
Benchmark

Gulf Intelligence has produced a number of workshops to gather industry, academia and government to 
deliver tangible intelligence and recommendations to address issues of critical importance.

Our recent projects include:
Oman Energy Master Plan 2040
Oil Markets Workshop: How Should the ME Leverage IMO 2020 to Create a Fujairah Oil Products Benchmark?
Gulf LNG Workshop: How to Establish a Liquid, Flexible & Transparent ME LNG Market by 2025?
Gulf EOR Workshop: How to Create a Virtual EOR Community Across the Middle East?

Capturing recommendations between participants at the Gulf EOR 
Workshop

H.E. Salim Al Aufi. Undersecretary, Ministry of Oil & Gas, at the Oman 
Energy Master Plan Industry Workshop

Recent Workshops 
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Gulf Intelligence will harvest the content from the workshop into a Oil Markets Workshop Report, which will be 
distributed to the relevant and wider stakeholders. 

The Post-Workshop Report 

Whitepaper II
Oil Markets

How Should the Middle East 
Leverage IMO 2020 to Create a 

Fujairah Oil Products Benchmark?

2018

Recent Interactive Survey Results

43%
Drive more 

producers and 
consumers towards  

‘market on close’ 
window via NOCs 

43%
Publicly support IMO 

2020 and the supply of 
specifications

14%
Develop a liquid 

derivatives market to 
hedge basis risk

What are the 
Top 3 Recommendations 
to Leverage IMO 2020 to 
Create an Independent  
Middle East Benchmark 

for Oil Products?

30%
Port authorities to enforce 

IMO rulebook

38%
NOCs must play a 

leading role in IMO 
2020 adherence

32%
Greater clarity on 
implementation 
post-IMO 2020

What are the 
Top 3 Recommendations 

for Middle East Stakeholders 
– Traders, Refiners, Shippers, 
Ports – to Adopt Before 2020 

to Support the Creation of 
an Independent Oil Products 

Benchmark?
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Gulf Intelligence is the leading strategic consulting group in the Middle 
East focused on the international energy & natural resources industry. The 
Dubai-based firm uses more than 10 years of operational experience in the 

region to offer trusted, fully compliant, and strategic advice. The consultancy 
provides expert and hands-on assistance to international clients looking for 

opportunities or seeking solutions in the Arab Gulf, as well as supporting 
national energy stakeholders expand their global engagement.
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The Gulf Intelligence Publications 

The Gulf Intelligence Middle East Energy Series:   
2009-2019

Energy Outlook harvests content from the Gulf Intelligence forums into a series of white papers and 
editorials, as well as exclusive interviews, speeches and articles by leading figures in the MENA and 
international energy industry, including H.E. Abdalla Salem El-Badri, Former OPEC Secretary General, H.E. 
Mohamed Suhail Al-Mazrouei, UAE Minister of Energy and H.E. Khalid Al Falih, former Minister of Energy, 
Industry & Mineral Resources, Saudi Arabia

Gulf Intelligence  has been humbled over the years to host many of the world’s recognized energy leaders, 
including the ministers of most OPEC member states, the heads of international multilateral energy 
institutions including IEA, OPEC and the IEF, who have all provided timely, relevant and useful intelligence for 
our international energy industry partners.
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