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Paper Swaps Three Practical Uses

1) Paper Swaps as a pricing mechanism
for physical deals

2) Paper Swaps as a mechanism
for securing prices

3) Paper swaps for speculation



Bursting of the Oil Bubble, will 
Biofuels survive?

Crude Oil Bubble Has Burst
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EU Biofuel 
Mandated 
Demand

National Mandates 
where shown

EU wide Mandates

E U  2 7  M e m b e r s ta te  b io fu e l vo lu m e s  2 0 0 7  - 2 0 1 0
M e m b er S ta te 20 0 7 2 0 08 2 00 9 20 1 0
A u s tr ia . V o lum e 2 6 6 ,24 8         35 6 ,0 2 9           3 5 6 ,0 29          3 5 6 ,02 9        
B e lg ium . V o l 2 7 2 ,49 1         33 0 ,8 8 3           3 8 9 ,2 74          4 4 7 ,66 5        
B u lg a ria . V o l -                 -                   -                 -                
C yp ru s . V o l -                 -                   -                 -                
C zec h . V o l 1 5 3 ,75 7         15 3 ,7 5 7           3 4 5 ,9 54          3 4 5 ,95 4        
D e n m a rk . V o l -                 -                   -                 -                
E s to n ia . V o l 2 0 ,03 4           2 0 ,0 3 4             2 0 ,0 34            5 7 ,59 7          
F in la n d . V o l -                 -                   -                 -                
F ra n ce .  V o l 1 ,6 7 0 ,39 1      2 ,74 4 ,2 1 3        2 ,74 4 ,2 13       3 ,3 4 0 ,78 2     
G e rm a n y. V o l 2 ,1 4 4 ,98 5      2 ,69 6 ,5 5 3        4 ,28 9 ,9 70       4 ,2 8 9 ,97 0     
              E n e rg y -                 -                   -                 -                
G re ec e . V o l 2 4 8 ,97 6         33 1 ,9 6 8           4 1 4 ,9 60          4 7 7 ,20 3        
H u n ga ry. V o l -                 -                   -                 4 3 0 ,36 9        
Ire la n d . V o l 5 6 ,03 8           7 1 ,7 2 9             7 1 ,7 29            1 8 4 ,12 6        
Ita ly. V o l 8 8 1 ,61 0         1 ,32 2 ,4 1 4        1 ,76 3 ,2 19       2 ,2 0 4 ,02 4     
L a tv ia . V o l 5 9 ,33 5           7 2 ,0 4 9             8 4 ,7 64            9 7 ,47 8          
L ith u a n ia . V o l -                 -                   -                 1 4 4 ,37 3        
L ux em b o urg . V o l -                 -                   -                 1 9 ,99 2          
M a lta . V o l -                 -                   -                 -                
N e th e rla n d s . V o l 2 5 9 ,88 3         25 9 ,8 8 3           2 5 9 ,8 83          7 0 1 ,56 1        
P o la n d . V o l 6 5 2 ,86 1         65 2 ,8 6 1           6 5 2 ,8 61          1 ,6 3 2 ,15 3     
P o rtug a l. V o l 2 3 7 ,27 2         45 4 ,7 7 1           4 5 4 ,7 71          4 5 4 ,77 1        
R o m a n ia . V o l 3 1 9 ,22 1         47 8 ,8 3 2           6 3 8 ,4 43          6 3 8 ,44 3        
S lo va k ia . V o l 1 2 8 ,42 5         16 0 ,5 3 1           1 9 6 ,6 51          2 3 0 ,76 4        
S lo ve n ia . V o l 3 0 ,11 2           4 5 ,1 6 8             6 0 ,2 24            7 5 ,27 9          
S p a in . V o l -                 63 8 ,2 2 0           1 ,14 2 ,0 78       1 ,9 3 1 ,45 6     
S w e d en . V o l 2 0 4 ,37 1         20 4 ,3 7 1           2 0 4 ,3 71          3 9 1 ,71 2        
U K . V o l -                 1 ,12 7 ,7 1 5        1 ,69 1 ,5 73       2 ,2 5 5 ,43 0     
             E n e rg y

M e tr ic  T o n n e s 7 ,6 0 6 ,01 0      1 2 ,12 1 ,9 8 2    1 5 ,78 1 ,0 00   2 0 ,7 0 7 ,13 2  
U S  G a llo n s  in  m illio n 2 ,28 2             3 ,6 3 7               4 ,7 34              6 ,21 2            

E U  M a n d a te  2 01 0 E U  M a n d ate  2 0 20
E n e rgy C on te n t % 5 .7 5               1 0 .0 0           
M etric  T o n n e s 2 2 ,35 0 ,3 0 1      3 6 ,9 4 5 ,81 3   
U S  G a llo n s  in  m illio n 6 ,7 0 5               1 1 ,08 4          

(1 ) A ss um ed  en e rg y  va lue  o f 0 .812  fo r a ll b io fue l, e than o l is  h ow e ve r, low e r.
(2 ) E U  27  T ransp o rt fue l d em a nd  o f 300 m  M T  pe r yea r, sou rce , IE A  an d  C O N C A W E .
(3 ) It is  a ssum e d  tha t fu e l u sage  is  c ons tan t ac ros s  co un tries , w h ich  w ill u nde re s tim a te
de m and  as  th ose  cou n tries  w ith  h ighe r m and a te s  h ave  h ighe r fue l use  g iven  the y a re  riche r.
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Paper Swaps as a pricing mechanism
for physical deals

BUYERS: Paper Swaps pricing offers a way to secure 
volume for future dates without fixing price, to have the 
security of product at a then market level.

SELLERS: Paper Swaps pricing offers a way to secure sales 
volume for future dates without fixing price now and so 
avoiding the risk of negative margins. This ability to avoid 
negative margins is crucial.

Parties agree a volume for a forward date, with the price 
to be set at the time as a spread to an Platts assessment.
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Paper Swaps as a mechanism
for securing prices

BUYERS: Paper Swaps pricing offers a way to secure price 
exposure without having to deal in physical volumes.

SELLERS: Paper Swaps pricing offers a way to lock margin 
minimums if one secures feedstock prices simultaneously a 
producer can then benefit from negative margins.

Parties agree a price for a forward date, with the 
transaction to be financially settled against the then Platts
assessment.
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Paper Swaps as a mechanism
for speculation

For both buyers and sellers, paper swaps offer a lower cost 
mechanism for taking speculative positions in biofuels. This 
can be for outright exposure, spread against mineral oil or 
a bio-crack trade, a spread versus the feedstocks.

Given the current market conditions the amount of 
speculation in the market has dropped substantially.



Sugar vs Crude oil spread is the key
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Global Trade Flow of Biofuel 2007

The primary driver of trade and profitability is government action.
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Global Trade Flow of Biofuel 2009

The primary driver of trade and profitability is government action.
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SCB Group

• SCB Group is the leading biofuel brokerage firm.

• Transactions arranged in physical product include spot,
term or multi-month deals and competitive tenders.

+1 312 624 8895     Chicago office
+41 22 365 5500 Geneva office

www.starcb.com

http://www.starcb.com/
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