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                                          18th July 2008 

LOOKING INTO THE FUTURE 
 

A few weeks ago the head of the International Energy Agency (IEA) publicly expressed 
concern that record high oil prices are dampening oil demand growth and stated that the 
world now is in the grip of the third “oil shock”.  Shortly after these comments were made, 
the agency released its medium term oil markets report and at a first glance it appears that 
the latest market outlook is much less optimistic than the IEA previously anticipated. The 
energy watchdog made significant downwards revisions to the outlook for global oil demand, 
cutting its forecast demand for 2012 down by 3.4 million b/d from 95.8 million b/d in last 
year’s report to 92.4 million b/d in this latest study. However, on the oil production side, 
Non-OPEC supply is expected to grow at a much slower pace in the medium term, rising 
from 49.9 million b/d this year to just 50.7 million b/d by 2012. The IEA lowered its 
expectations for the supply growth in the Former Soviet Union, reducing average annual 
growth from 315,000 b/d to 155,000 b/d over the next five years and made sharp downward 
revisions to North Sea output, which is now expected to decline at much faster rate. 
 

However, if we take a closer look, things for the tanker industry are not as gloomy as they 
may seem. The contraction in oil demand in the OECD countries is the main reason behind 
the downward revision in global demand growth.  But even if less oil is consumed in 
developed countries, world oil demand is still projected to grow at reasonably healthy levels 
of an average 1.6% per annum over the next five years, driven mainly by strong demand 
growth from developing economies. The growth in oil consumption in China and other Non-
OECD Asian countries is expected to remain strong, even despite the recent cuts in fuel 
subsidies. The IEA projects that the oil demand in the Asian region will increase by 3.6 
million b/d by 2013. If that alone is not enough, other areas of strong growth are Middle East 
and Latin America, where consumption is expected to rise by 1.9 million b/d and 1.1 million 
b/d respectively over the same period. 
 

Finally, the gradual slowdown in the Non-OPEC oil supply is not necessarily bad news for the 
shipping industry. Limited Non-OPEC production means that the world will inevitably rely 
more and more on the Middle Eastern and African crude. This will create more opportunities 
for volumes moving longer haul and ultimately support tanker demand. 
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CRUDE  
 
With one third of the August programme already completed Charterers have carefully picked off their required 
tonnage without causing too much of a stir with the double hull fleet. Present levels for Far Eastern destinations 
remain relatively stable around WS 235-240 level and for the long-haul Western rates keeps somewhere between 
WS 140 to WS 150 depending on dates.  Single hull VLCC's seem to have benefited most from the first decade 
positions with rates moving upto around WS 210 to the East.  Suexmaxes in the AG saw a decent level of enquiry 
that allowed the balance to sway in the Owners favour with WS 265 done for double side tonnage going East and 
further gains possible into next week as long as the enquiry is sustained. Similarly aframaxes prospered again this 
week, with further gains achieved with last done for a voyage to the East at 80 at WS 340, and the market remains 
firm with mid August stems allowing owners to achieve new heights further down the line. 
 
Due to the continued uncertainty of stem dates in Nigeria Charterers have been further discouraged from combining 
stems.  This has played into the hands of suezmax Owners who have seized the opportunity to push rates to around 
130,000 mt by WS 280 for U.S. Gulf discharge.  Tonnage remains tight upto mid August and Owners are likely to 
maintain these levels through out next week.  Due to the above problem VLCC Owners have not been very active in 
this area.  260,000 mt by WS 185 had been paid, early in the Week, for U.S. Gulf discharge. Owners are now looking 
to achieve at least 10 worldscale points more for us gulf discharge, with limited interest from Charterers.  Only one 
VLCC fixture to West Coast India has been concluded at USD 7.6 million. 
 
Due to a strong West African market and tight availability of suezmax tonnage levels have increased upto 135,000 by 
WS 320 for loading in the Black Sea and discharging Mediterranean. A sufficient amount of enquiry is expected next 
week which will keep Owners sentiment strong.       
Aframaxes in the Mediterranean have benefited from the usual end of month push and a strong suezmax Market. 
Plenty of enquiry for loading upto the end of July has lead to levels of 80,000 mt by WS 300 being achieved. It now 
looks like rates have peaked and will consolidate at this level.      
 
Caribbean aframax rates spiked this week and moved WS 100 points to 70,000 mt by WS 280.  Rates are expected 
to hover around this level.  Suezmax tonnage fixed Caribbean / Transatlantic at 130,000 mt by WS 145.    
 
Aframaxes in the North Sea have, upto now, been the poor relation.  80,000 mt by WS 225 has been paid for cross- 
North Sea and 100,000 mt by WS 225 from the Baltic.  Tonnage is now tight for end of July loading and big 
premiums will be paid for this position.   
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PRODUCTS 
 
In comparison the Eastern product markets outperformed the West this week, with nothing but reductions 
appearing in the West, the East maintained previous week’s levels and experienced an upturn in activity within the 
LR2 markets.  Although expectations for the Western markets look uninspiring - the East looks set for further rises 
on LR1 and LR2 sizes. 
 
An interesting week in the Middle East dominated by LR2s. Rates have climbed quickly with 75 at WS 298 for 
AG/Japan on subjects. It is looking like rates will pass the WS 300 barrier shortly as tonnage is almost cleared out for 
the next 6 weeks.  Conversely, LR1s have been quiet but with parity being reached most feel the next push will be 
on the smaller size and rates will then climb accordingly. 55,000 AG/Japan at WS 300 is achievable off early dates but 
Owners will want WS 320 later into August.    
MRs have seen a slower week with rates stable at 35 at WS 320 for AG/Japan and 35 at WS 400 for East Africa.  
Singapore has been quiet and 30,000 Singapore/Japan has also levelled out at WS 300, but the backhaul market in 
Korea has been very active, with tonnage all cleared out. 
 
A slow start to the week in the Mediterranean with rates untested at around WS 270.  An abundance of available 
tonnage helped pressure freight levels to fall to around WS 250-260 basis 30 kt (for cross-Mediterranean voyages), 
despite the increased level of cargo enquiry in the market.  Exports from the Black Sea currently trading WS 250-255 
on liftings of 30 kt tonnes of gasoil/naptha.  Minimal movements of mogas heading transatlantic this week, MR's were 
confirmed around ten points less than similar trade loading ex Continent, vessels were confirmed around WS 280 
with rumours of WS 270 on subjects at time of writing basis 37 kt.   Further mogas enquiry for MR's destined to the 
AG were secured at USD 1.3-1.4 million.  Imports into West Africa for jet and mogas loading ex Mediterranean 
were confirmed between WS 295-300 on liftings of 33 kt. 
 
The overwhelming weight of tonnage available from the Continent served to subdue rates for TC2 further as traders 
and majors alike generally elected to store their product, rather than ship it. 
With the market's vulnerable state freight levels are currently at WS 270-275 with a further softening expected, 
BITR rate assessments currently sit at just short of WS 280 representing a fall of fifty worldscale points week-on-
week. Cargo into West Africa has presented some Owners with shelter from the market, with rates reportedly 
fixed between WS 280-300 (basis 33kt) for approved units with one unit achieving 37mt at WS 315.  The 
unapproved units could only achieve freights around WS 240-245. 
The short haul handy-market's have also softened with levels currently around WS 250 (basis 30kt).  
 
The Caribbean market has sustained its activity levels this week, backhaul movements removing tonnage from the 
U.S. Gulf and Caribbean assisted in keeping upcoast rates static at WS 305-310 basis 38kt. 
Distillates being confirmed for Caribbean and U.S. Gulf load, destined for the Continent and Mediterranean were 
being arranged at WS 215-225 basis 38kt.  Some U.S. West Coast activity/enquiry bound for Chile, with Owners 
reaching levels of USD 1.65 million basis MR size units. 
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