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Disclaimer and Rights

This report has been prepared by PJK International b.v., Stationsweg 1b Breda (“PJK”) solely for the members of Enoc and Horizon
g.errini.nals (the “Recipient”). By accepting delivery of this report, the Recipient acknowledges and agrees to the terms of this
isclaimer.

NOTHING IN THIS REPORT IS OR SHALL BE RELIED UPON AS A PROMISE OR REPRESENTATION OF FUTURE EVENTS OR RESULTS. PJK
Uégg_?g?ﬁ?sEEELngTREPORT BASED ON INFORMATION AVAILABLE TO IT AT THE TIME OF ITS PREPARATION AND HAS NO DUTY TO

PJK makes no representation or warranty, expressed or implied, as to the accuracy or completeness of the information provided in
this report or any other representation or warranty whatsoever concerning this report. This report is partly based on information
that is not within PJK’s control. Statements in this report involving estimates are subLect to change and actual amounts may differ
materially from those described in this report depending on a variety of factors. PJK hereby expressly disclaims any and all liability
based, in whole or in part, on an%/ inaccurate or incomplete information given to PJK or arising out of the negligence, errors or
omissions of PJK or any of its officers, directors, employees or agents. Recipients' use of this report and any of the estimates
contained herein shall be at Recipients' sole risk.

PJK expressly disclaims any and all liability arising out of or relating to the use of this report except to the extent that a court of
competent jurisdiction shall have determined by final judgment (not subﬂ'ect to further af)peal) that any such liability is the result of
the willful misconduct or gross negligence of PJK. PJK also hereby disclaims any and all liability for special, economic, incidental,
punitive, indirect, or consequential damages. Under no circumstances shall PJK have any liability relating to the use of this report in
excess of the fees actually received by PJK for the preparation of this report.

All information contained in this report is confidential and intended for the exclusive use of the Recipient. The Recipient may
transmit the information contained in this report to its directors, officers, empIoYees or professional advisors provided that such
individuals are informed by the Recipient of the confidential nature of this report. All other use is strictly prohibited.

All rights (including copyrights) are reserved to PJK. No part of this report may be reproduced in any form or by any means without
prior permission in writing from PJK. Any such permitted use or reproduction is expressly conditioned on the continued applicability
of each of the terms and limitations contained in this disclaimer.
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Introduction: PJK International

Jacob van den Berge Jacob.vd.berge@pjk-international.com

Marketing and Sales Manager

Market research company

Create better functioning energy markets by enabling intelligent decisions

* Provide insights to support our clients
* Scientific approach: data driven combined with on-the-ground intelligence
* Sophisticated & creative solutions

Well known products:

* Rhine/ARA barge freight rates
* ARA oil product stocks

* TankTerminals.com

New product launch:
* TT Week report
* Rhine flow service
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Profit drivers for physical traders
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How do traders make money?

Take physical (& paper) positions and ‘buy low / sell high’.

Strategies to profit from trading physical commaodities:

o Arbitrage
o Geographical arbitrage
o Time arbitrage
o Technical arbitrage (blending)

o Speculation = take position in anticipation of move in prices/spreads

o Optionality = build in flexibility to:
v" Profit from market opportunities
v" Limit losses if market turns against position
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Arbitrage

Definition:
the practice of taking advantage of a price difference between two or more markets.

= striking a combination of matching deals that capitalize upon the imbalance, the (gross)
profit being the difference between the market prices.

Main types of arbitrage for commodity traders:

o Geographical arbitrage = A price = (Price |ocation a — PrC€ jocation ) = trade costs

o Time arbitrage = Calendar spread > storage costs

o Technical arbitrage = A price = (price .,y — SUM price ) 2 operational costs

components
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Geographical Arbitrage

A price = (price |;cation a — PFiCe |ocation b) = trade costs

Export diesel from Singapore to Northwest Europe:
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Time Arbitrage

Calendar spread 2 storage costs

Calendar spread (ICE gasoil forward curve July 3™ 2017):
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Speculation

Take position in anticipation of moves in prices/spreads

Daily LGOX7
+13.25, (+2.47%)

Oil price:
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Crack spread:

Daily LGOc1, LCOc1
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Optionality

build in flexibility to:

Profit from market opportunities / Limit losses if market turns against position

Examples:

|.  Optionality during geographic arbitrage trade
»  Offer cargo in markets along the route
»  Divert ship if better deal

Il.  Optionality during contango storage
»  Empty tanks if market turns to backwardation

»  Empty tanks if geographic arbitrage opportunity yields better returns

Ill.  Optionality in transport mode
»  Chose lowest cost transport mode (for instance: barge, pipe, rail)

»  Works when transport costs are market driven and volatile
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Volatility?

Variation in prices and spreads [% change] = is a measure of opportunity (and risk)
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What to watch... and how to interpret.
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What to watch..... and how to interpret? (1)

By watching these market indicators I'll be able to interpret the market and anticipate your
client’s actions and needs.

QOil price level
* Related to oil consumption levels

* High price - negative impact on demand
* Low price = positive impact on demand

Volatility
* Related to trader’s profit potential

 High volatility = positive effect on trader’s profits
* Low volatility = negative effect on trader’s profits

Forward curves
* Slope of forward curve is related to demand for tank capacity and storage rates.
* Upward sloping (contango) = positive effect on tank demand
* Downward sloping (backwardation) = negative effect on tank demand
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What to watch..... and how to interpret? (2)

By watching these market indicators I'll be able to interpret the market and anticipate your
client’s actions and needs.

Refinery margins
* Refinery margins are related to oil products supply levels

* High refinery margins = positive impact on oil products supply
* Low refinery margins = negative impact on oil products supply

Arbs
* Geographic arbs impact trade flow dynamics (routes, vessel sizes, arrival intensity)

* Arbs open = more export/import activity
* Arbs closed = less export / import activity

Stock levels (relative to tank capacity)
 Stock levels indicate tank availability and are related to storage rates

* Low stock levels = high availability, lower storage rates
* High stock levels = low availability, higher storage rates
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Why should we pay attention?

.... to focus on things that matter .... to understand if and how your client is making money!

These insights help to shape your business!

Impact on investment strategy:
* Invest in tanks?

* Invest in jetties?
* Etc.

Impact on commercial strategy:
* Targeting
* Pricing

Impact on operational strategy:
* Personnel planning

* Jetty / vessel planning
* Maintenance planning
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Question time

Everything clear???
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