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Regional Focus: South Africa

Llewellyn Bankes-Hughes

takes a look South Africa’s
thriving, but unpredictable,
bunker market

outh Africa has never been able
S to shake off a reputation for being

a ‘feast or famine’ bunker supply
centre, and the recent fire that knocked
out the country’s second-largest
refinery for over two months has merely
strengthened that notion.

With the major ports of Durban and Cape
Town and the three other significant ports
of Richards Bay, East London and Port
Elizabeth, South Africa will remain a magnet
for shipping and a crucial stopping point for
vessels passing by the Cape of Good Hope in
search of bunker fuel. As such, there is little
surprise that the local bunkering community
continues to thrive, with a regular inflow
of new players and a constant reshuffling of
existing ones. But for the past few months at
least, with less oil to sell, and the shipping
ownturn opening the prospect that there
ill be fewer ships to service, many local
ayers may feel they have been living on
something of a knife edge.

Fuel oil sales were widely predicted to
increase slightly in 2008 while distillate
sales continued to decline in South Africa,
according to Peter Chairman
of Amoil (Pty) Ltd, who was speaking
at the International Bunker Industry
Association (IBIA) Annual Convention in
Cape Town last November. He said that 180
centistoke (cst) fuel oil sales were expected

Syrris,

to reach around 2.767 million metric tonnes
(mt) last year, up slightly from the 2.742
million mt in 2007 and 2.588 million mt in
2006. This figure is the highest since 1999,
when some 2.866 million mt of fuel was
delivered.

In contrast, sales of distillates continue to
decline, with the annual volume for 2008
falling to an estimated 329,000 mt, from
374,000 mt in 2007 and a peak of 591,000 mt
in 1999. However, these figures were based
on an annualised estimate from January-
August 2008 and did not take into account
the impact of the loss of production — and a
lack of availability — suffered as a result of the
two-month loss of production from South
Africa’s highest volume fuel supplier, Engen
Petroleum Ltd.

Syrris had no explanation for the steady
decline in distillate sales, other than high
prices and diminishing demand from fishing
fleets, particularly in the gasoil-dominated
Cape Town market.

Bunkering on the edge

Under normal circumstances, Durban
accounts for some 71% of South Africa’s total
intermediate fuel oil sales, with Cape Town
supplying 18% and Richards Bay 11%. Cape
Town, however, accounts for around 60% of
distillate sales, compared to 36% for Durban
and 4% for Richards Bay. In terms of total
marine fuel supplied, Durban commands
a 66% share, with Cape Town at 24% and
Richards Bay at 10%.

South Africa has four refineries processing
crude oil. Two are in Durban: the Shell/
BP joint venture 180,000 barrels a day (b/d)
SAPREF refinery and Engen’s 135,000
b/d plant. Chevron’s 100,000 b/d refinery
is located in Cape Town and Natref’s
115,000 b/d inland plant in Sasolburg, close
to Pretoria. In addition, Sasol operates a
130,000 b/d capacity ‘oil from coal’ plant in
Sasolburg, while Mossgas runs a 40,000 b/d
‘oil from natural gas’ refinery on the coast at
Mossel Bay. The maximum capacity of all six
refineries is 705,000 b/d crude oil equivalent,
although the operational capacity runs closer
to 605,000 b/d.

Engen’s refinery was shut down on 13
November following a serious fire, the third
in a year, forcing the company to withdraw
completely from the marine fuels market as
a result of having no product to sell. The
company did manage to fulfill most of its
inland obligations, but only by importing
large amounts of light and middle distillates
from India, the Mideast and Asia. Local
suppliers had speculated that the fire might
have kept Engen out of the bunker market
until March. However, the refinery repair
work progressed considerably faster than
expected, allowing Engen to re-enter the
Durban bunker market by late January, with
plans to resume bunkering in Richards Bay
in early February, before then supplying in
Cape Town.

Market share

Normally, Engen has a 37% share of South
Africa’s marine fuel oil market, followed by
Shell with 26%, BP with 22% and Chevron
with 15%. Chevron, however, is the country’s
biggest distillate supplier, with a 30% share of
the market, followed by BP with 28%, Engen
with 23% and Shell with 19%. Taking both
fuels and distillates into account, Engen still
has the largest share of the South African
market, with 35%, with Shell at 25%, BP at
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23% and Chevron at 17%.

Durban has a 70% share of the fuel oil
market and is the only port where marine
diesel oil (MDO) is sold, although Cape
Town, the country’s main fishing port, is
South Africa’s main gasoil port.

In terms of product availability, there is
no 380 cst fuel oil offered in South Africa.
However, 180 cst fuel is available at Durban,
Cape Town, Richards Bay and Port Elizabeth,
while only 150 cst material is available at East
London, to a very limited extent. MGO is
available at all five ports, although marine
diesel oil (MDO) is only supplied at Durban.

Pricing

As a rule of thumb, intermediate fuel oil
prices in South African ports are based
on price levels in Durban, the main port,
plus a premium. The premium is the cost
differential added to the Durban price to
recover transhipping costs. Fuel oil prices
in Cape Town will tend to be $10 a tonne
higher than Durban, with Port Elizabeth
$12 higher and Richards Bay $15 higher.
In contrast, MGO prices are based both on
Durban prices and those in the main gasoil
port of Cape Town. Compared to both, Port
Elizabeth MGO prices will tend to be $12 a
tonne higher and Richards Bay $15 a tonne
higher.

Singapore bunker price levels are still the
main price indicator for South African prices,
although Rotterdam prices are also taken
into account, as are prices in the Brazilian
port of Santos on the rare occasions when
prices in either one or both of Singapore and

‘South Africa’s refining
infrastructure is relatively
fragile, suggesting that
as the plants continue to
age, refinery breakdowns
and outages will hecome
more common unless
this problem is properly
addressed’

Rotterdam appear to be too far out of kilter.
In terms of price volatility, this tends to be
exaggerated beyond the normal volatility
seen in other markets, both before and after
refinery shutdowns and turnarounds.

Pipelines and barges

There has been a steady movement away
from ex-pipe deliveries in South Africa’s
ports, partly because of the expense required
to maintain the pipeline infrastructure, and
partly due to the increased flexibility oftered
by bunker barges. All barge deliveries in
Durban, Cape Town and Richards Bay
are made by Joint Bunkering Services
(JBS) vessels. Durban is quickly moving
towards 100% barge delivery and at its main
bunker loading berth, IV10, it will soon be
able to simultaneously load two barges via
loading arms. JBS has improved the quality
of its barges which all now meet MARPOL
double-hull requirements and offer faster

delivery rates and turnaround times than
before, so avoiding disruption of cargo
handling. Cape Town and Richards Bay are
expected to quickly follow Durban’s lead.

Overall, the percentage of bunker fuel
delivered by barge is increasing rapidly. In
Durban, pipeline deliveries are now down
to around 2% of the total, compared to some
48% a year ago. In Richards Bay, only 6% of
deliveries are now ex-pipe. In Cape Town, as
much as 83% of deliveries were until recently
still being made by pipeline, but now it is
catching up with Durban and Richards Bay.

As an indication of the move towards
improving the bunkering infrastructure in
South Africa, last June, Unical Bunker
Services launched two newbuild bunker
tankers, the Southern Venture, now
operating in Durban and the Southern
Valour, now in Cape Town. A third tanker,
built to the same specification, is currently
under construction at the Dormac shipyard
in Durban, scheduled for delivery in May.
Unical Bunker Services is a joint venture
company owned by Grindrod Ltd, through
Unicorn Shipping, and Calulo Services
(Pty) Ltd.

Durban

Durban is a major general cargo port and
the busiest container terminal in Africa,
currently handling some 2.5 million twenty-
foot equivalent units (TEUs) a year. It is a full
services port that serves South Africa’s main
industrial regions and acts as a hub port for
the East African seaboard. It is also served by
two oil refineries.
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