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EXECUTIVE SUMMARY

Freight costs represent a material but often underestimated component of biofuel landed economics,
porﬂcu|or|y for feedstocks ’rrcmsporfed via flexitank and ISO tank container on Asia-Europe and
intra-Asian routes. Container freight rates from Far East to Europe have remained elevated through
early 2026, averaging USD 2,308/FEU on Mediterranean routes and USD 2,010/FEU to North
Europe following sharp volatility in 2025. Flexitank transport — the dominant modal choice for used
cooking oil (UCO) and vegefob|e oil feedstocks — introduces distinct |ogis‘rics economics relative to
fu”—confoinership used cooking oil (UCO) bulk shipmenfs, with detention chorges and equipment

repositioning creating hidden cost |oyers that few traders odequofd\/ model.

Biofuel feedstock supp|y flows have reorgonized shorp|y Fo||owing po|icy shifts in Europe and tariff
changes in the United States. Chinese UCO previously bound for North America now routes primarily
to Europe and Southeast Asian refining hubs, compressing available vessel space on premium Asia-
Europe lanes and supporting sustained freighf premiums. We assess that Freighf inflation will persist
through Q2 2026 before moderating in H2, contingent on Red Sea stability and Asian port
congestion resolution. For TVT's liquid bulk biofuel operations, optimizing between flexitank and I1SO
tank economics and hedging against seasonal rate spikes on key corridors emerge as critical levers

for margin preservation.

Container freight rates on Asia-Europe routes have volatilized sharply, with rates reaching USD

3,850-4 000+ per FEU to Mediterranean ports during peak 2025 demand. For bulk liquid

biofuels frcmspor’reo' via flexitank containers, the total landed cost equation now incorporates
not on/y base freig/ﬂ‘ rates but also detention peno/ﬁes, repositioning chorges‘ and seasonal

volatility that compress final margin by 3-8%.

Freight as a Cost Driver in Biofuel Trade

Freighf costs represent a non-trivial margin component in biofuel supp|y chains, porﬂcu|or|y for |ong—|'1c1u|
Asia-Europe trade routes where unit economics hinge on basis spreods and feedstock sourcing. For a
typical UCO biodiesel arbitrage (Asian UCO sourced at USD 580/MT, refined, and delivered to
European end-users), Freigh‘r can represent 8-12% of landed cost depending on modal choice, vessel
selection, and seasonal pricing dynomics. This proportion is material enough fo swing fransactions from

profi‘rob|e to morginc1| or ou‘rrigh‘r negative when freigh‘r rates spike above historical norms.
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The biofuel supp|y chain has undergone material restructuring since 2024, driven by regu|ofory shifts. The
United States 45Z Tax Credit, effective in 2025, excludes imported UCO-based biodiesel from compliance
pathways, redirecting Chinese UCO exports from North America toward Europe and Southeast Asian
biodiesel and renewable diesel refineries. This shift has concentrating outbound flow pressure on Asia-
Europe corridors, increasing demand for container and bulk vessel capacity and supporting elevated
freight premiums that persist through early 2026. Understanding the mechanics of these rate movements

— and their component drivers — is essential for ’rroding margin preservation and operofiono| p|onning4

Transport Modal Choice: Flexitank, ISO Tank, and Bulk Logistics

Three primary modal choices govern biofuel feedstock fransport on intercontinental routes: flexitank
containers, |SO tank containers, and dedicated bulk chemical tanker vessels. Each carries distinct cost,

capacity, and operofion0| profi|es that mclfericl”y affect delivered cost economics.

Flexitanks — sing|e—use flexible bladders installed within standard 20-foot containers — offer cos’r—per—|ifer
odvon’roges for non-hazardous |iquio| biofuels and feedstocks. A standard 20-foot flexitank carries
approximately 24,000 liters, representing a 30-40% volume advantage versus drums or intermediate bulk
containers (IBCs) in identical container space. Cri’rico”y, flexitanks are sing|efuse and do not require
return |ogisfics, e|imino’ring detention chqrges and c|eoning costs associated with reusable ISO tanks. For
UCO and refined biofuels classified as nonfhozordous, flexitanks offer a cost-efficient transport so|ufion,

with freigh’r rates ’rypico”y running USD 35-55 per cubic meter to European ports from Asian origins.

ISO tank containers (QO-foo’r or 40-foot sfondords) carry both hazardous and non-hazardous |iquio|5 and
operate on refurnobih’ry economics. An ISO tank can traverse mu|+ip|e commodify cyc|es before
retirement, jus‘rifying copi‘ro| ouf|oy but imroducing detention penctHies, repositioning costs, and C|ecming
chorges that compress net economics relative to sing|e—use alternatives. ISO tank detention chorges in
standard markets run USD 50-60 per day per tank, creating cumulative costs of USD 1,500-3,000 per
round trip when accounting for dwell time in ports and inland distribution. These hidden costs are

frequenﬂy underestimated by traders mode|ing landed cost on @ per-unit basis alone.

Dedicated |iquid bulk chemical tanker vessels represent the third modal option, primori|y for volumes
exceeding 500 tonnes on routes with sufficient frequency and port infrastructure to support parcel
trading. Chemical tanker spot charter rates have remained volatile through 2025-2026, with time charter
equivalent (TCE) earnings for small-scale tankers (10,000-15,000 DWT) fluctuating between USD
18,000- 35,000 per day depending on seasonal demand, vessel availability, and geopolitical disruption to
trade flows. At these levels, bulk tanker economics fypico”y favor spot shipper odvonfoge for volumes in
the 500-2,000 tonne range moving on high-frequency routes (Europe-Asia, intra-Asian), whereas

flexitank containerization remains superior for smaller parcel sizes (100-300 tonnes) on secondary routes.

Container Freight Rate Dynamics in 2025-2026

Container freighf rates on Asio—Europe routes have exhibited extreme vo|ofi|i‘ry and structural elevation
compared to historical baselines. During the height of 2025 demand (Q3-Q4), Asia-Europe spot rates
reached USD 3,850-4,000+ per 40-foot equivalent unit (FEU) to Mediterranean ports, representing a
60-70% premium above early 2024 levels. This spike was driven by a combination of factors: robust
demand recovery following China's post-COVID economic reprieve, Red Sea disruption necessitating
alternative routing via the Cape of Good Hope with extended transit times and vessel scarcity, and
congestion at key Asian ports (Shanghai, Singapore, Rotterdam) constraining effective capacity and

creating coscoding o|e|oys4
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The policy-driven reallocation of Chinese UCO exports — flowing away from the United States and
concentrating on European destinations — mq’rerio”y increased containerized cargo volume demand on
Asia-Europe corridors precise|y when vessel supp|y was constrained. This mismatch drove visible rate
premiums that persist into eqr|y 2026 despife some moderation from peok levels. Current contract rates
entering into validity in Q1 2026 stand at USD 2,308/FEU to Mediterranean and USD 2,010/FEU to
North European ports, representing a 25% and 10% decline respecﬁve|y from late 2025 peoks but still
35-45% above mid-2024 baselines.

Forward rate expectations published by industry analysts (Xeneta, Freightos, Drewry) suggest continued
moderation toward USD 1,500-2,000/FEU corridor for Asia-Europe lanes through H2 2026, contingent
on Red Sea sfobi|ify normalization and port congestion resolution. However, tail risks remain material:
seasonal rate spikes during peok booking seasons (anticipating Chinese New Year demand surges) have
historically compressed available capacity and spiked rates by 15-25% above baseline contract levels.
Additionally, any geopolitical escalation affecting Suez Canal operations or Southeast Asian port

infrastructure could ropio”y re-inflate Freighf premiums.

Regional Trade Flow Reorganization and Route Implications

The reallocation of biofuel feedstock flows in response to policy changes has created material
imp|ico’rions for freighf utilization and cost on specific trade corridors. Previous|y, Chinese UCO flowed
heovi|y toward North American biodiesel refiners. The effective 2025 imp|emen’rofion of the United States
457 Tax Credit, which excludes impor’red UCO-based biodiesel from renewable fuel comp|ionce
pathways, collapsed US demand for Chinese UCO and forced a major redirect toward Europe and
Southeast Asia. This sing|e po|icy shift has mo’rerio”y increased container demand on Asia-Europe routes
while simu|foneous|y reducing demand on trans-Pacific North America routes, creating a structural

rebo|oncing of freighf supply-demand that sustains premiums on affected corridors.

The Netherlands, Spain, and ltaly have emerged as primary consolidation and refining hubs for Asian
UCO inflows in 2025-2026. Singapore, Malaysia, and South Korea continue to function as intermediate
aggregation points for smaller UCO shipments from across Asiq, buno”ing these into |orger bulk
shipmenfs or containerized porce| exports to Europe. This two-stage |ogisﬁcs flow — initial consolidation
in Southeast Asia, then onward export to Europe — increases container utilization on intra-Asian and
Asia-Europe corridors, supporting elevated freigh‘r costs on both |egs. For operators moving smaller
volumes through regional hubs, the compounding of freight costs on multiple legs can consume 12-15%

of landed cost basis relative to direct origin-to-destination routing available only at larger volumes.

Intra-Asian routes have experienced lesser rate elevation than trans-oceanic lanes, with regional container
rates (eg, China-Singapore, Singapore-India) remaining more stable due to higher port frequency and
competitive supply of regional carriers. However, spot volatility on secondary routes remains material,
pclrﬂcu|0r|y cluring peok season months (Augusf—Sepfember pre-New Year booking surge). Traders
planning intra-Asian leg movements should anticipate 5-10% rate variance around published baseline

rates and structure bookings with forward rate agreements where feasible.

Total Cost of Ownership: Flexitank Economics in Detail

For TVT's biofuel feedstock operations, flexitank containerization represents the dominant modal choice
on consolidated parcel movements of 100-800 tonnes on Asia-Europe routes. A detailed cost
decomposiﬂon illuminates the various |oyers beyond base freighf rates that co||ecfive|y determine total

landed cost.
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Base freight rates from Far East origins to European ports currently average USD 35-45 per cubic meter
(approximately USD 840-1,080 per 20-foot flexitank container on o USD 2,000-2,300/FEU
confoinersnip equivo|enf basis). This baseline incorporates origin port cnorges, |nono||ing, documentation,
and basic vessel allocation. Be\/oncl this, several onci||ory costs compress net economics: flexitank
equipment rental and assembly (USD 150-250 per container), port dwell and terminal handling charges
at origin (USD 200-400), container repositioning if backhaul economics require empty returns (USD
300-600), and destination port charges and local cartage (USD 300-500). Aggregating these
ancillaries, the total cost per flexitank movement ranges USD 1,690-2,730 per 20-foot container, or USD
70-114 per cubic meter all-in.

For ISO tank movements, capital cost (approximately USD 35,000-50,000 per unit), coupled with
detention peno|‘ries and repositioning |ogisﬂcs, creates mo‘rerio”y nigner all-in costs for occasional or
parcel movements. A 20-foot ISO tank carries approximately 20,000 liters at slightly lower per-unit cost
than flexitank at base rate but incurs USD 50-60/day detention if dwell exceeds agreed free time
(typically 3-5 days). A 10-day port dwell cycle thus generates USD 500-600 in detention charges alone,
plus USD 300-500 for repositioning to inland consolidation points and USD 200-300 for cleaning
prior to return. These cumulative ancillary costs position SO tanks at USD 85-130 per cubic meter all-in
for round—‘rrip movements, opprooching or exceeding flexitank economics except where volumes are |orge

enougn tfo amortize equipment copifo| across mu|ﬂp|e cyc|es.

ISO Tank Bulk Tanker (parcel, 500
(20ft) MT)

Cost Component Flexitank (20ft)

Base Freight Rate USD 840-1,080 USD 850-1,150 USD 9,000-14,000

Equipment / Capital
USD 150-250 USD 400-600 Included
Allocation

Port Charges (Origin & Dest) USD 500-900 USD 600-1,100 USD 1,200-2,000

N/A (single- = USD 500-
Detention / Dwell Penalties N/A (spot basis)
use) 1,200

Repositioning / Return

N/A USD 300-800 N/A
L ogistics
Documentation / Insurance USD 100-150 USD 100-150 USD 200-400
All-In Cost per Cubic Meter USD 70-114 USD 85-130 USD 18-28 (24MT/MT)

Seasonal and Cyclical Rate Patterns

Container Freign’r rates exhibit pronounced seasonal patterns driven by peok import demand cyc|es in
developed markets and Chinese New Year shipping surges. The post-summer peak (August-October)
’rypico”y sees rate elevations of 15-25% above baseline contract levels as retailers and bulk importers pu||
forward inventory ahead of no|io|oy demand seasons and Chinese New Year no|io|oy foc‘rory shutdowns.
The spring surge (February-April) follows Chinese New Year disruption, as backlog bookings and

deferred demand drive spot rate premiums.
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The biofuel feedstock trade is increosing|y synchronized with these broader container cyc|es, given the
concentration of UCO flows ’rhrough containerized channels. Traders p|onning |Grge—vo|ume movements
should anfticipate the seasonal rhyfhm and, where possib|e, front-load shipmen’rs ahead of peok booking
windows or negoftiate forward rate agreements that lock in rates 4-8 weeks in advance. The cost of
forward rate agreement hedging (fypico”y 0.5-2% premium to baseline spot rates) is frequenHy offset by

rate spike avoidance during peck seasons.

Geopo|i‘ric0| and weather disrupfion introduce additional unpredicfob|e vo|crfi|i‘ryr Red Sea transit
instability during late 2023-2025 created a structural elevation in Asia-Europe rates via rerouting to
Cape of Good Hope, odding 10-14 doys to transit time and reducing annual vesse|—yeor capacity by
opproximo’re|y 20% for affected trade lanes. Even por’rio| normalization of Red Sea transit |ogisfics creates
material rate relief, whereas escalation triggers immediate rate re-elevation. Monitoring geopo|ifico|
developments affecting key maritime chokepoints (Suez, Strait of Malacca, Singapore Strait) emerges as

a critical operoﬂono| hedging discip|ine for freighf cost management.

TVT Operational Outlook and Strategic Implications

For Tornavia Troding's |iquid bulk biofuel operations, current freignf market conditions support a cautious
but opportunistic stance. Container rates remain moferio”y elevated relative to pre-2023 baselines, but
forward curve expectations suggest gradual moderation through H2 2026 as Red Sea normalization, port
congestion resolution, and seasonal demand cyc|es p|oy ’rhrougn The decision framework for TVT should

prioritize:

First, flexitank modal selection remains economico”y superior to ISO tank for porce| movements under
800 tonnes on consolidated Asia-Europe routes, given avoided detention and repositioning costs.
Operators should structure movements to minimize port dwell by coordinofing pickup and de|ivery

schedules ‘righﬂy with vessel arrival and inland distribution |ogis‘ricsr

Second, consolidation of smaller shipments through Southeast Asian regional hubs (Singapore, Port
Kelang, Ho Chi Minh City) can reduce per-unit freight costs relative to direct origin shipments if
aggregation overhead remains contained below 2-3% of commodi‘ry value. The trade-off between
consolidation overhead and Freignf rate optimization should be evaluated dynomico”y based on volume

flows and seasonal rate expectations.

Third, forward rate agreement hedging on |orge—vo|ume movements (500+ fonnes) moving during peok
booking seasons (August-October, February-April) can lock in known freight costs and reduce margin
uncertainty. The cost of forward hedging (fypico”y 1-2% premium) is jus‘rifiob|e for transaction margins

under 8-10%, where freight volatility creates material P&L variance.

Fourth, monitoring geopo|ifico| deve|opmenfs offecfing maritime chokepoin’rs and port operations remains
essential. Any escalation affecting Red Sea transit, Port Said operations, or major Southeast Asian ports
(Singapore, Penang, Rotterdam) should frigger contingency p|o1nning for rerouting, modal swi’rching, or

demand repositioning to less-affected corridors.

The freight market for liquid bulk biofuels will likely remain elevated through Q2 2026, with modest
moderation by Q4 2026 contingent on the absence of new disrupfions. Structuring operations and
hedging strategies around this trajectory optimizes margin preservation and reduces exposure to the 3-8%

landed cost variance that current rate vo|0’ri|ify introduces.
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This publication is provided for informational purposes only and does not constitute investment advice, a solicitation, or an offer to buy or sell
any commod\'fy, security, or financial instrument. Tornavia Troding AG and its aoffiliates make no representation or warranty as to the accuracy or
comp\e‘reness of the information contained herein. Past performunce is not indicative of future results. Recipients should conduct their own due
diligence before making any trading or investment decisions. Freight rates, port charges, and logistics costs are subject to rapid change and

should be verified independenﬂy with service providers and market participants before transaction execution.
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