
The rapid expansion of  
renewable diesel production 
has been accompanied by a 
growth in services designed 
to deliver price transparency 
and trading confidence in this 
emerging sector     Gill Langham

A combination of climate change concerns 
and new environmental legislation is 
driving interest in renewable fuels and 
associated feedstocks, with international 
markets for these products developing at 
an exponential rate.

Global renewable diesel supply is set to 
exceed 11bn litres (3bn gallons) in 2023 
and 19bn litres (5bn gallons) by 2025, 
according to forecasts by commodity and 
energy price provider S&P Global Platts 
Analytics. The company – a division of 
S&P Global – also expects renewable 
diesel or hydrotreated vegetable oil (HVO) 
production in the USA to grow 470% over 
the next five years.

In Asia, S&P Global Platts forecasts 
annual HVO production for road transport 
to exceed 1.8M tonnes by 2025 and 2.6M 
tonnes by 2030, up from 930,000 tonnes 
in 2020. 

Meanwhile, European HVO demand 
is expected to increase to more than 
3M tonnes for road transport in 2030, 
up from 2M tonnes in 2020, with the 
majority of the production made from 
waste and residues. At the same time, 
HVO capacity is set to almost quadruple 
globally over the same period.

Boosting the sector is new legislation, 
such as the European Union (EU) 
Renewable Energy Directive (RED), which 
caps the use of high-risk indirect land use 
change (ILUC) biofuels at 2019 levels until 
2023 and will phase them out by 2030. 

The changing regulatory landscape in 
Europe has prompted increased trading 
interest around renewables, according 
to Owain Johnson, managing director 
and global head of research and product 
development at global derivatives and 
commodities exchange CME Group.

“This is happening at quite a fast pace in 
Europe but other regions such as the USA 
are catching up fast. Renewable diesel 
plants in the US are expanding rapidly 
and, with the existing capacity in Europe, 
there is expected to be a growing pull on 
the associated feedstocks,” he said.

“Waste oils such as used cooking oils 
(UCO) have come into sharper focus 
with the advent of RED II and blending 
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mandates - as covered by Annexe B of the 
regulations for waste oils - are expected 
to increase further over the 2021 to 2030 
period.”

These markets would continue to 
develop as environmental regulations 
tightened and targets for cutting 
emissions increased, said Josefine 
Ahlstrom, vice president of business 
development at global commodity news 
and price reporting agency Argus Media.

“Europe, the USA and Brazil have led 
the way in terms of bringing renewables 
into the road transport fuel pool but large 
parts of Asia are following fast,” she said.

Despite the sector’s rapid growth, 
Sophie Byron, associate pricing director 
(Agriculture Americas) for S&P Global 
Platts, said that because HVO and 
sustainable aviation fuel (SAF) prices were 
higher than their petroleum counterparts, 
these new markets would be curtailed 
without government support and policy 
investment. 

New products
S&P Global Platts and Argus Media have 
both launched a number of new services 
directed at providing price transparency in 
this market. CME Group has also launched 

products for commodity trading within the 
sector. 

“There is a real need to add some 
clarity and definition to these developing 
markets,” said Byron.

As commodities were often traded 
bilaterally between buyer and seller – 
sometimes through a broker – rather than 
publicly, Ahlstrom said there was a need 
for accurate information.

“An accurate and visible price is vital in 
all markets. In one which is developing so 
quickly and in such a diverse manner as 
the renewable fuels market, it is perhaps 
even more essential.

“Most biodiesel, as with many other 
commodities, is traded on a term contract 
where a buyer and seller agree a long-
term supply deal, rather than having to 
negotiate a series of ad hoc transactions. 
It is common for the price to be linked to 
that provided by a trusted source,” she 
added.

S&P Global Platts’ latest product for the 
renewables sector was its Asia-based price 
assessments, which it launched in January.
The new Platts Southeast Asia SAF and 
Platts Southeast Asia HVO, as well as 
a UCO price assessment in Asia called 
UCO North Asia, followed the company’s 
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launch of its Northwest European SAF 
and HVO assessments and its SAF and 
HVO values for the US West Coast last 
year.

S&P Global Platts’ HVO values for 
Europe comprise daily assessments – 
published in US dollars/tonne – of the 
cost of HVO produced from UCO on an 
ex-refinery basis in Northwest Europe.

The daily Platts Americas renewable 
diesel values (known as Platts US West 
Coast RD) reflect the cost of producing 
renewable diesel from tallow via hydro-
processing.

Last year, Argus Media also launched 
renewable diesel and sustainable aviation 
fuel (SAF) prices in Asia and price 
assessments for renewable diesel in 
Europe. 

Adding clarity
The term ‘assessments’ was not quite 
accurate when referring to S&P Global 
Platts’ renewable diesel and SAF fuel 
prices, Byron explained.

“Unlike our jet fuel prices assessments, 
which reflect the tradable market value 
as determined by buyers and sellers in 
the open market, the renewable distillate 
values represent the cost of production 

via hydro-processing.”
The S&P Global Analytics and pricing 

team work together to develop the price 
tools based on existing Platts assessments 
and taking into account other fixed costs.

The renewable distillate prices are 
published using feedstock prices such 
as tallow in the USA and UCO in Europe 
and Asia and the Platts hydrogen prices, 
adding to the relevant refinery fixed 
costs, then deducting the byproducts of 
propane, naphtha and in the case of SAF, 
diesel.

Since S&P Global Platts started 
publishing its renewable diesel and SAF 
price assessments, interest had been high, 
Byron said.

As the majority of SAF and renewable 
diesel supply was being delivered by 
long-term agreements between producer 
and retail supplier or consumer, the price 
values could be used as a reference price 
within these agreements, she added. They 
could also be used within analytics and 
project planning.

“Traditionally, the value of SAF and 
renewable diesel could be very opaque, 
in part due to the numerous different 
feedstocks and production methods. 
The Platts published price values add 
transparency to these markets where 
there is a very limited spot market,” Byron 
said.

“As cost-based values, the renewable 
diesel and SAF prices do not represent 
a spot physical market. These markets 
are still relatively nascent. As production 
grows over the coming years, this will 
start to change with the renewable diesel 
market the one that will see a more 
transparent and tradable market develop 
first.”

Argus Media said a wide range of 
companies and organisations used its 
price assessments, which could be used in 
term contracts or spot transactions.

“We speak to a wide range of buyers 
and sellers and other market participants 
to ensure all views are represented. We 
also look at deals done, and bids and 
offers,” said Ahlstrom.

“Our job is to come up with an 
independent, accurate and reliable price 
that reflects the market conditions of that 
day.”

Meanwhile, in September 2020, CME 
Group announced the first trade of its 
Used Cooking Oil Methyl Ester (UCOME) 
futures contracts in Europe.

“In terms of renewable fuels, CME 
has four contracts based on UCO and 
UCOME. In addition, the company has 
listed futures contracts in a number of low 
carbon products in other regions such as 
the California Low Carbon Fuel Standard 
(LCFS) and the Renewable Identification 
Number (RIN).”

At the time of going to press, the 
company was also due to launch the 
Global Emissions Offset (GEO) futures 
and was looking at other carbon-based 
products where customer demand allows.

“Our expectation is that with the energy 
transition gathering pace, other products 
in this sector are likely to emerge,” added 
Johnson.

The UCO based futures contracts 
are all cash settled against the indices 
for UCO imports into Europe provided 
by price benchmarking agency PRIMA. 
The UCOME futures are all cash settled 
against the Argus Media assessments 
for European UCOME biodiesel. CME 
said the contracts helped to inform the 
market about current prices for the listed 
products as settlement prices for the 
futures contracts that had open interest 
were published on the exchange and were 
available daily on the company website.

“The trading interest so far has come 
from the commercial client base which 
is very typical for products like these. 
The commercial firms are the most likely 
to want to hedge directly to manage 
price risk exposure to the underlying 
commodity price,” Johnson explained.

Future markets
As markets evolve, Argus Media 
is expecting to launch new price 
assessments for new feedstocks and 
renewable fuels.

“There is a great deal of innovation in 
this sector which means that new types 
of renewable fuels and feedstocks are 
continually being developed,” Ahlstrom 
said.  “The biofuels market is quite liquid 
in terms of deals done. Europe is the 
most mature market but as other regions 
develop, we expect to see more trade 
there.”

S&P Global Platts’ Byron said the 
company had no immediate plans for new 
launches but was always tracking markets 
as they developed and anticipated 
expansion in other geographical regions. 

Gill Langham is the assistant editor of OFI 

As the renewables sector is still fairly new and evolving fast, there is a thirst for information to 
increase trading transparency and confidence
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