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The transaction we completed last
year with NuStar is a great example of
where we see sellers. The PdVSA issue
was unrelated (the US sanctions were
RQO\DQQRXQFHGLQWKHāQDOVWDJHVRI
the transaction). Our view is that NuStar
was strategically shifting away from
non-US storage assets (they had sold
their European terminals a year prior)
WRZDUGV86DQGVSHFLāFDOO\JDWKHULQJ
infrastructure in the Permian. These
strategic shifts do not arise frequently;
however, we see a variety of dynamics
creating similar opportunities.
At the moment we are seeing
good terminals available to acquire at
attractive prices that in most cases have
some operational upside that a value
investor like Prostar looks for. The sellers
are in some cases stressed, or distressed,
due to other aspects of their business,
DQGZKRDUHORRNLQJWRRIĂRDGDVVHWV
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that are performing well.
In some cases these are traders
who don’t necessarily see the need to
own storage terminals, and in other cases
it is large corporate entities for whom
these assets are non-core.

EXWZHUHPDLQFRQāGHQWWKDWZHOO
located, well-operated terminals
will continue to be highly sought after
over the medium term.
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We believe global regions that are geared
towards supporting growing energy trade
ĂRZVWR$VLDDUHSDUWLFXODUO\DWWUDFWLYH
The Caribbean is a good example.
Over the medium term as growing US
shale production increasingly targets
Asian markets, the Caribbean offers an
attractive make-bulk option for those
WUDGHĂRZV
Similarly, Fujairah presents a highly
attractive growth opportunity. Well
established as a global bunkering hub,
Fujairah is poised to become a major
crude oil port. Having completed VLCC
DFFHVVWKHUHDUHQRZVHYHUDOUHāQHU\
projects and storage expansion projects
in varying stages of development, and we
expect this trend to continue.
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We believe valuations are largely driven
E\WKHXQGHUO\LQJTXDOLW\RIWKHDVVHW×
and high-quality asset valuations tend
to remain fairly stable across the cycle.
While top-tier assets in good locations
tend to maintain their value, we do see
more volatility in second-tier assets and
locations. In particular, second-tier assets
that may have gone for high multiples 12
months ago are not seeing the same level
RILQWHUHVWIURPāQDQFLDOLQYHVWRUVDWWKLV
point in the cycle.
I could easily point to three or four
auction processes in the past six months
alone that have been delayed or shelved
as a result. The direction of future
average asset values is hard to predict,
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TANK FOUNDATION, LIFTING RELOCATING
ABOVE GROUND STOR AGE WORLDWIDE...
No tank too large. No tank too heavy.
No distance too far.
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While top-tier assets in
n
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o
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second-tier assets and
locations
We think LNG is the growth engine
for the future of midstream. As global
economies and particularly those of
developed Asian countries trend towards
a lower-carbon footprint in order to
meet emissions targets, Prostar believes
that LNG is the fuel that will support this
transition.
Over the past decade there has been
VLJQLāFDQWLQYHVWPHQWLQFRQYHUWLQJ
UHāQHU\VLWHVWRVWRUDJH"+DVWKLV
segment still got legs, or do you think the
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conversions are highly complex and must
be undertaken with a clear view of the
risks involved. Again, our view is that
location is critical. Assets that are well
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located with respect to their customers’
WUDGHĂRZVDUHZHOOSODFHGWRSURYLGH
UHVLOLHQWFDVKĂRZVRYHUWKHF\FOH,ID
UHāQHU\FRQYHUVLRQPHHWVWKDWFULWHULD
then, provided the technical challenges
are addressed, past successes could be
replicated.
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strong at this time, however institutional
investment has tended to have a bias
WRZDUGVEURZQāHOGGHYHORSPHQWV
Prostar believes that this will lead to a
crowded buyer market, forcing up prices
paid and ultimately reducing returns
for these investments. This should lead
to a movement back to the higher risk/
reward opportunity of new terminal
developments.
Prostar also sees opportunity in
EURZQāHOGGHYHORSPHQWRIH[LVWLQJ
assets. Each of our existing assets
EHQHāWVIURPDYDLODEOHODQGIRUFDSDFLW\
expansion and we continually evaluate
these opportunities alongside key
customers.
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We agree that the market tends to
FRQĂDWHÙPLGVWUHDPÚZLWK86RLO JDV
gathering infrastructure. However, this
fails to recognise the difference in risk
between gathering or upstream assets,
and midstream assets. Assets closer
to the upstream are typically based on
actual throughput volume which, in
turn, is dependent on market prices
and production economics. In contrast
midstream assets are more of a tollroad model, such as storage assets
with take-or-pay lease contracts, or
regulated pipeline distribution assets
that provide stable, guaranteed return
on capital.
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Flexibility and optionality are key when
considering the exit strategy. We have
built our portfolio of storage terminals
under a single holding entity, called
Global Terminal Investments that is one
RIWKHODUJHVWāQDQFLDOLQYHVWRURZQHG
storage terminal companies in
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the world. Part of the strategy behind
this approach is to provide optionality
to exit the entire platform in one
transaction, such as a private sale or an
IPO, as well as retaining the ability
to sell single assets.

MARKET STR
TRUCTURE
Obviously no-one can tell when a
contango will unwind, but with storage
assets in high demand at the moment, do
you have any predictions as to how the
market structure might evolve

over, say, the coming year.
Prostar’s view is that the
current themes are likely to continue.
Our expectation is that demand
will recover gradually but remain
constrained by the pandemic, OPECplus will ease supply restraints in
response to demand growth, and prices
should remain in the US$40-50 range
in the near term. We think this suggests
a narrow but persistent contango for
DWOHDVWWKHāUVWKDOIRI
www.prostarcapital.com

Midstream energy
infrastructure has, to
a large extent, been
insulated from the
pandemic shock

NEW FUNDING FOR GTI STATI A
Prostar Capital recently secured US$15
million in co-investment capital from an
institutional infrastructure investor,
building on a previous commitment
from the investor.
The funding will support ongoing
efforts to expand and upgrade operations at
Prostar’s GTI Statia storage terminal, which the
company bought from NuStar and is located
on the Dutch Caribbean island of St Eustatius.
As a result, the investor is acquiring a minority
stake in GTIS.
Prostar believes that the capital will
help accelerate the $100 million investment
programme, first announced in March, to
improve the GTIS facility over the next two
years. The improvements planned include
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tank refurbishments, marine infrastructure
upgrades, and other terminal improvements.
Prostar believes these developments will allow
GTIS to continue to operate at the highest safety
standards while providing superior service for new
and existing customers. Prostar and GTI Statia
intend to increase the in-service capacity at the
terminal to attract several new customers.
The plan aims to improve the facility’s
flexibility by enabling the transition to low-sulphur
marine fuel as dictated by IMO 2020 regulations.
The investment is also expected to increase the
demand for local skilled labour and to attract a
key workforce to the island in order to optimise
the terminal.
“We’re excited to receive this ongoing support
from our investors as we embark on a shared

Innovation comes
from experience in the
projects we develop
and the knowledge
of the production
processes that our
clients share with us

vision to enhance the performance of GTI
Statia’s existing infrastructure and attract new,
global long-term customers that recognise
the strategic value of this terminal in the
global energy trading value chain,” said Steve
Bickerton, senior managing director of
Prostar Capital.
“This is a continuation of the capital
improvement plan we put in place earlier
this year,” added John Roller, president
and CEO of GTI Statia. “We are incredibly
proud of the work we are doing with
Prostar and our investors to add value to
this terminal and transform it into an
unparalleled facility to better serve the industry,
our customers and the Statia community.”
www.prostarcapital.com
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