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Bulk Carriers 

This week was marked by a healthier S&P activity with 12 units having changed hands, marking a 300% 

increase compared to the previous week. It is worth mentioning the increased numbers of Japanese built 

vessels, since 8 out of the 12 vessels sold were constructed in Japanese yards. Also the average age of 

vessels sold were the 9.6 years compared to the 11.3 years in the previous week. Also this week we have 

seen an increased number of demolitions with 6 vessels sold for scrap, compared to 1 vessel sold for 

demolition in the previous week. This is the highest number of demolitions since the beginning of the year, 

in the bulk carriers segment. Whereas in the newbuilding activity 8 orders were placed, the same figure as 

of previous week. 

The strong recovery that market experienced during the last quarter of 2017 did not have a long lasting 

effect. Despite the fact that Capesize market showed with earnings reaching the $20,801/day at the 14th of 

May, the market has returned to levels just covering the operational and finance costs of vessels. The drop 

in spot prices of steel has made mills reluctant to replenish their stockpiles at the moment. This fact along 

with high iron ore stockpiles has in turn reduced the demand for iron ore hence affecting negatively 

capesize rates. Prices of steel products have fallen sharply amid lukewarm trading volumes which 

suppressed market sentiment.  Raw materials used in steelmaking materials continued to drop on 

Wednesday along with steel prices. Last quarter’s intense iron ore imports was mainly driven by 

restrictions on coke production during the winter period, that lasted until March 2018. Due to coke being a 

major ingredient for steel production, steel furnaces had to import higher grade iron ore in order to obtain 

viable operating margins. This fact along with the high levels of iron ore stockpiles and the upcoming rainy 

season in eastern and southern parts of China, could be a reasonable explanation of the sharp decrease in 

the capesize rates , that their daily earnings closed at $11,177/day as of today’s figures.  

 

Tankers 

S&P activity in the tankers segment marked a 14% decrease this week, with 6 vessels changing hands. All 

vessels were less than 37,000 dwt. Also the average age of vessels sold were the 10.5 years compared to 

the 11.0 years in the previous week. In the newbuilding sector 8 vessels were ordered, marking a 43% 

decrease compared to the previous week, whereas in the demolition sector only 1 VLCC was sold in the 

demolition yards. 
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On the commodity front oil prices have spiked due to three main factors: OPEC and Non OPEC members’ 

decision to curb crude oil production since the beginning of 2017 until the end of 2018 caused  global 

inventories to fall, the rapid drop in Venezuela’s output due to the country’s economic crisis and the 

anticipated imposition of US sanctions against Iran. 

The upcoming OPEC and Non OPEC members’ meeting in Vienna next month will be met with some 

anticipation as main subject of the conversation will be the supply policy. 

The Brent’s rise came despite an appreciated dollar, which hit its highest level since the beginning of the 

year against the JPY. This development so far is bad news for Asian oil importers.  A stronger dollar makes 

US denominated commodities, like oil contracts more expensive for holders of other currencies and so 

importing nations in Asia now  need  to spend trillions of dollars to meet their  imports demand  that 

have  reached very high levels. 

Oil price indicators show oil prices are not going to drop any time soon.   Oil price futures have the  Brent 

and WTI contracts expiring June 2018, trading as of 24th of May ,at the region of $78.8 and $70.71 

respectively. Compared to the last two years, US crude oil production has soared by 27% from 8.44 mbpd 

on average during 2016 to 10.72 mbpd . 

The market might even see a small structural shift in oil supply.  USA shale drillers have  ramped up their 

upstream  activity  since the beginning of the year  leading to an increase in  oil output and exports. This 

would logically see oil price increases slow down, within US market. U.S. crude oil stockpiles climbed 

unexpectedly last week due to a net increase in crude oil imports. As such crude oil inventories rose by 5.8 

mbls during the previous week on the back of increased crude oil imports and a drop in exports from 2.6 

mbpd  the previous week  to 1.7 mbpd this week   

This fact , led to a significant spread between Brent and WTI, which has been the widest  since April 2015. 
USA’s build up in crude oil stockpiles, might increase its crude oil capability, and therefore increased 
market share with its cheaper commodity. 
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