
  

 

 21st August 2015 

US CRUDE TRADE 

The impact of lower oil prices should not be underestimated. For the tanker markets, the 

significant downward correction in prices has boosted owners’ earnings, who have reaped the 
benefits of cheaper bunkers. At the same time, low oil prices have stimulated world oil 
consumption, with current expectations that demand this year will increase by 1.6 million b/d, 

up from 0.7 million b/d in 2014 (according to the IEA).  
 

Changes are also being seen in world oil supply, with the US crude production hit the hardest. 
The stellar growth in US crude output seen earlier this decade has come to a halt. The dramatic 

decline in the US rig count and drilling activity seen in the first half of this year is filtering though 
to production levels, despite efficiency gains and a major decline in the cost of services. 

According to the EIA, US crude oil production peaked in March/April this year at 9.69 million 
b/d, easing since then by 250,000 b/d to 9.44 million b/d in July. Output is expected to continue 
to decline, as oil prices are forecast to remain under downwards pressure, forcing US 

companies to rethink their production strategies and spending plans. The latest expectations 
are for US crude output to fall by another 380,000 b/d by year end and a further 300,000 b/d 
drop in production is anticipated by August 2016.  
 

Changing dynamics in US crude production are affecting imports, with direct implications for 
the tanker markets. The rapid decline in US crude imports seen in recent years on the back of 

“shale oil revolution” 

appears to be slowing.  
Total crude shipments into 

the US averaged just over 
7.6 million b/d during the 
first five months of 2015, 

down by just 160,000 b/d 
versus the corresponding 

period last year. This 
compares to an annual 
average decline of around 

0.55 million b/d per annum 
seen between 2010 and 
2014. Despite slowing 

decline in total imports, a 
major drop has been seen 

in long haul Middle East 
crude shipments, with the 

average volume during the first five months of 2015 down by over 0.65 million b/d year-on-year. 

This was in part offset by a sizeable increase in Canadian imports and some modest gains in 
much shorter short-haul crude trade from Latin/South America.  
 

The expected further fall in US crude production in the short term may stabilise US crude imports 

requirements. However, this may not necessarily be positive news for tanker owners. Pipeline 
shipments from Canada to the US are expected to continue to increase, reducing the need for 

seaborne imports of similar quality crude. Will it come at a cost of the short haul Latin American 
barrels or Middle East crude? If the latter, the implications clearly will be negative. In addition, 
any rebound in US appetite for the Caribbean and South American crude will at the very least 

limit the growth potential of long haul trade from Latin/South America to the East.   



  

CRUDE
 

Middle East_________________________ 
A weak VLCC market became a lot weaker as the 

week progressed in the AGf. A long tonnage list and 

a weaker bunker price has not been helping Owners 

predicament in order to stop this pervading soft 

sentiment. The rates could potentially come under 

further pressure next week as we finish at 270 x ws29 

East and 280 x ws19 West. Suezmaxes are not fairing 

much better with a similarly generous tonnage list at 

Charterers disposal even with a slightly fuller first 

decade of cargoes for September to deal with. 

Without an incentive to ballast to West Africa, ships 

have stayed in the East to keep rates at 140 x ws30 

West and 130 x ws65 East. Aframaxes complete a full 

house of Owners disappointment with neither the 

Far East or AG providing much solace for Owners 

with enquiry remaining on a disciplined drip feed. 

The slow summer month of August is almost up but 

September looks unlikely to provide much different 

and rates should stay on a soft trend at around 80 x 

ws95 for voyages East with a potential to move 

lower next week. 

 

West Africa_________________________ 
West African VLCCs provide little difference in 
trend or attitude to the AG market due to the 

source of tonnage coming from the same area. 
Rates are not falling quite so readily due to 
Owners unwillingness to lock in at a lower TCE 

for a longer voyage, but the soft sentiment still 
persists finishing this week at 260 x ws43 for 

voyages to China and US$3.25m for voyages to 
West Coast India. Any hope of the market 
turning towards Owners favour on the 

suezmaxes was lost early into the week and the 
sentiment has stuck to this steady bottom-

feeding approach ever since. Any hope of a 
change looks to be unlikely with rates at 130 x 
ws65 for US Gulf and ws67.5 for UKCM. 

 
 
 

 
 

 
 
 

 
 

 
 
 

 
 
 

Mediterranean_____________________ 
This week aframax activity, where it occurred, was 

concluded mainly on a private basis and often using 

hidden ships. As the week progressed and the 

perceived quiet continued, Owners' confidence 

was compromised as rates began to float 

downwards. 80 x ws100 soon became ws90 and 

finally by the close ws80 was concluded for a vanilla 

Cross Med with inexpensive port costs. The market 

remains weak as we move into next week. The lack 

of movement in in other areas of the western 

markets has curtailed any real push by suezmaxes in 

the Black Sea, however, off prompt dates, it does 

look a little more interesting and there is a possibility 

of rates moving up next week off this position if 

charterers are moving prompter than anticipated 

with the week finishing at 140 x ws72.5. 

 

Caribbean_________________________ 
The aframaxes in the Caribbean have basically 

been a no-show from the very start of this week. 

Enquiry has been sparse and so has fixing which has 

kept rates at their base and we see little change 

moving into next week with Caribbean to US Gulf 

starting and finishing the week at 70 x ws80. 

Although the VLCCs in this area tend to operate in 

their own little bubble, even they couldn’t ignore the 

destruction around them. When coupled with a 

noticeably quiet week in the area anyway, rates 

were always likely to suffer and we see Caribbean 

to Singapore finish this week at around $5.75m and 

$4.8m for voyages into West Coast India. 

 

North Sea___________________________ 
Aframaxes in the North Sea started the week on a 

balanced note, but there was never really anything 

of signifcance for Owners to sink their teeth into in 

order to turn it to their gain. As the week rolled on 

with very little to change this situation, rates were 

always going to come under pressure and they finish 

on a somewhat downbeat note of 80 x ws95 Cross 

North Sea and 100 x ws70 for Baltic loadings. VLCCs 

have seen a couple off forties liftings from Hound 

Point to keep rates steady here, but without the 

arbitrage being in play, those left in the area are 

likely to have little 

to feed on and will 

have to look further 

afield to get fixed 

as the week finishes 

at around $4.8m 

for Rotterdam to 

Singapore. 

 

 



   

CLEAN PRODUCTS 
 

East______________________________ 
A miserable week on the LR1s with TC5 freight 
levels spiralling downwards having lost ws50 

points on the week: from 55 x ws175 down to 
ws125. Front end tonnage remains too long, 
it’s quiet and there are no signs of any let-up 

just yet. AG/UKCont dropped to $2.5m and 
that will be tested on the next deal too. That’s 
pretty grim reading but a sense of 

perspective is required here: 55 x ws125 still 
returns $24-25,000 per day basis round trip 

AG/Japan. So it’s not the end of the world, 
it’s the end of the massive peak, for now. 
 

LR2s await their fate. There remains strong 
demand for the LR2 size, but given the diving 

LR1 rates it is inevitable the LR2 levels will drop 
too. When and how remains to be seen, but 
the writing is on the wall. LR2 last done is low 

ws160’s and with LR1s at ws125 - that spread 
is completely unsustainable. Last done AG/UK 

Cont is $3.8m. It has already gone quiet, we 
are in the midst of a correction and we must 
wait and see where we land.  

 
It was a strong start to the week with high 
activity on the MRs however, come the 

middle of the week there was a slight change 
in enthusiasm. As the LRs took some big hits 

on rates, the MR showed slight signs of 
nervousness. Trading carried on however it 
was at a slower pace than previously seen.  

 
Rates throughout the week have remained 

reasonably level.  AG/East Africa currently 
trading at ws200 and AG/Japan continues to 
hover at the ws170 mark. AG/Gizan has seen 

movement in both directions but if an 
average is taken it would dance around the 

$875,000 mark. Eyes remain focused on the 
LRs and whether their drop in levels will be 
reciprocated into the MR market.     
 

 

 

 

 

Mediterranean____________________ 
If you are a Handy Owner plying your trade in the 

Mediterranean you wouldn't be leaving this week 

with an unsatisfactory feeling. Rates started the 

week where they left off 30 x ws120 and 

continued to trade sideways until we approached 

Wednesday when a flood of Black Sea enquiry 

trimmed the tonnage list significantly. With the 

Black Sea and East Mediterranean looking 

particularly tight for end August dates, rates were 

aggressively pushed up to 30 x ws140-145 level ex 

Black Sea. Cross Mediterranean rates are now 

hanging finely in the balance at 30 x ws130-135 

level and Owners will be hoping for sustained 

enquiry in order to maintain these current levels 

heading into next week. 

 

UK Continent_____________________  
As we arrive on the Friday of Week 34 a feeling of 

sideways movement has passed. Rates on the 

MRs flirted both above and below the 125 mark 

but leaving us finally with a flat market. Owners 

may be thinking opportunities gradually lean 

towards themselves to press on these rates, but 

with our American cousins floundering at 38 x 

ws80 presently, the danger of ballasters is ever 

present. Expect Charterers to be setting their sights 

for the horizon for alternative tonnage if 

opposition to their ideas are found.  Handies 

similarly find themselves skipping along the 30 x 

ws150 mark with most rates fitting this bill. 

Available tonnage for August has been vastly 

cleared, with positive rates perhaps being 

available in the short term. This said expect with a 

new list on Monday morning, fresh options appear 

again for Charterers and inquiry will need to 

improve if Owners intend to copy the 

Mediterranean’s positivity.  

 

And finally we have our Flexi market which seems 

to have found a level platform of 22 x ws180. 

Throughout the week we saw glimpses of 

opportunities for both Charterers and Owners to 

move rates in their favour, but all of this seems to 

have cancelled each other out to leave a stable 

market. Inquiry or tonnage will need to improve if 

we are to see these levels shift. 

 
 

 

 

 

 

 
 

 

 

 



   

DIRTY PRODUCTS 
 

Handy____________________________ 
Events in the North this week passed by with Owners 

in full admission that perhaps this one should be 

swiftly put behind us. In general, a real lack of cargo 

volume plagued the region where in particular, the 

Baltic seemed to suffer a shutdown.  In turn this has 

left us with a rather compelling case for rate 

decrement as and when the market was tested. 

 

In the Mediterranean conditions were mirrored up 

until the mid-week mark, where after a series of 

negative corrections, Owners eventually saw some 

positivity begin to reflect.  Tonnage supply coming 

into the end of the week has been notably reduced 

which has stemmed the slide of freight values.  This 

said,  Charterers remain in the driving seat as far as 

firm enquiry is concerned, as with fixing date 

progression numbers are yet to show signs of 

bouncing back. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

MR______________________________ 
The Continent in this market too has been fairly 

uneventful this week with just a few fixtures 

concluded, and as the week comes to an end 

naturally positioned vessels remain limited which 

owners will be using as a trump card during next 

week's trading.  In the Mediterranean, Charterers 

are limited to the number of Owners willing on 

options, however, where surrounding markets have 

brought everyone back down to earth, this market 

may also soon show some movement. 

 

Panamax_________________________ 
As we reach the end of the week, three vessels 

remain prompt in the US Gulf since Monday. With 

this in mind it came as no real surprise ballast units 

and naturally positioned vessels were forced to 

compete by Charterers.  At time of writing opinion 

remains divided as to whether or not recent lows will 

be sustainable going forward, however, there does 

seem to be a general agreeance that the bottom is 

nearing before Owners refuse to look at business on 

offer. 
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wk on wk Aug Last Last FFA

change 20th Week Month Q3

TD3 VLCC AG-Japan -9 31 40 74 38

TD20 Suezmax WAF-UKC -5 68 73 75 73

TD7 Aframax N.Sea-UKC +3 99 96 93 101

wk on wk Aug Last Last FFA

change 20th Week Month Q3

TD3 VLCC AG-Japan -12,750 24,750 37,500 88,250 37,000

TD20 Suezmax WAF-UKC -2,250 36,750 39,000 39,000 40,250

TD7 Aframax N.Sea-UKC +3,000 34,000 31,000 27,500 35,500

wk on wk Aug Last Last FFA

change 20th Week Month Q3

TC1 LR2 AG-Japan -15 160 175 155

TC2 MR - west UKC-USAC +1 119 118 164 127

TC5 LR1 AG-Japan -35 134 168 171 139

TC7 MR - east Singapore-EC Aus +4 230 226 218

wk on wk Aug Last Last FFA

change 20th Week Month Q3

TC1 LR2 AG-Japan -5,250 58,250 63,500 50,250

TC2 MR - west UKC-USAC +1,000 18,000 17,000 26,500 19,750

TC5 LR1 AG-Japan -10,250 32,750 43,000 41,750 34,500

TC7 MR - east Singapore-EC Aus +1,000 34,000 33,000 29,7500

LQM Bunker Price (Rotterdam HSFO 380) -28 228 256 288

LQM Bunker Price (Fujairah 380 HSFO) -30 248 278 325

LQM Bunker Price (Singapore 380 HSFO) -9 251 260 303

LQM Bunker Price (Rotterdam 0.1% LSFO) -20 433 453 478

(a) based on round voyage economics at 'market' speed 

Dirty Tanker Spot Market Developments - Spot Worldscale

Dirty Tanker Spot Market Developments - $/day tce (a)

Clean Tanker Spot Market Developments - Spot Worldscale

Clean Tanker Spot Market Developments - $/day tce (a)


