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N THE FIRST QUARTER
of 2009, the amount of crude
oil being consumed in the
United States dropped to the
levels of 2003. At the same
time, Barack Obama was
elected U.S. president. Under
his presidency, the U.S. Con-
gress passed an economic
rescue plan and earmarked
US$787 billion to help Amer-
ica's ailing economy. These
restructuring plans included
financial aid to bail out
American automotive giants
General Motors Corp. and
Chrysler LLC, which were
on the brink of bankruptcy.
Other governments intro-
duced financial rescue plans
for their respective countries. These efforts have ipsafficient to overturn the
downward spiral of the world economy. In spite oétlihe price of the benchmark
crude has remained stable in the last few montasaind US$40 to $50 per barrel.

The worldwide economic crisis also played a handarfahling prices of base
oils in every region. Base oil prices edged down inrblesreas refineries continued

to question whether the anticipated production autaild be able to curb base oils'

stunning fall over the last three months.

In December 2008, Alexandria Mineral Oil Co. (AMORRAIexandria, Egypt,
offered not only 8,000 tons of base oils on the dibpkatform www.BaseOilMarket.
com, but also posted the first ever internet tendatoown website. The bid price to
be quoted in US dollar per metric ton FOB Alexaniriaased on the mean average
of low/high quotes of ICIS Pricing (FOB Europe)3ti500, valid at the bill of lading
date, plus a premium. This means that the pri¢eefender will be determined the
week that the bill of lading is issued.

In January, buyers and sellers were not optimistibe light of extended
shutdowns (for example the CPC Shell facility imv&a) and production cuts at car

manufacturing, and other industrial, plants
around the world. Buyers were still not
convinced that base oil prices have reached
rock bottom. Also, lower grade base oils
entered the market and found buyers, price
being the key indicator for many blenders.

Many traders were only interested in
base oil parcels at exceptionally low levels
and were thus buying rather low quality base
oils from Russia on FOB Baltic basis, rather
than prime material at higher price levels.
Deals were concluded in February at US$340
per metric ton FOB Baltic, which was more
than 50% lower compared to a year ago.

Even the sell tender of Indonesia’s
PT Pertamina for 5,000 tons of SN500
and 7,000 tons of bright stock for February/
March was not awarded due to a price
mismatch between buyer and seller.

Before Chinese New Year in late
January, the Asian market was also slow as
blenders wanted to minimize stocks before
the fiscal year ending in March. Refineries
in the Far East were hoping that trading ac-
tivity would pick up after the Chinese New
Year holidays, when traders were expected
to replenish their depleted inventories.

Despite these fluctuations

in the spot market, there are
indications that prices will
be bottoming out in Europe
and in the United States,

to be followed by Asia.

Unfortunately, business remained slow, not
only in Asia but also in Europe and in the
U.S. This was also the reason why several
major oil companies notified their custom-
ers in February that they would reduce the
prices of their finished lubricants.

One significant detail was that the
decline in prices from December until Feb-
ruary was not equally spread throughout
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