TANKER REPORT

18" 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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