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Have markets caught a cold?

After a small mid-week rebound, VLCC earnings have fallen
below USD 60,000 per day on TD3C, rates are currently at WS
80. As well as floating storage re-entering the market, the
impact that COSCO being allowed to enter the market again
would be profound. Despite the rumours, COSCO did not have
its sanctions removed and instead, the US added more names.
There are a large number of vessels already available in the
MEG and in WAF so the returning COSCO fleet would have
depressed rates further. Moreover, the recent outbreak of the
coronavirus in China is likely to lower oil demand by 2-8 per
cent in January, when compared to the same period last year,
according to Goldman Sachs, adding insult to the already
injured VLCC market. There hasn’t been any manifestation of
these reduced flows in the market yet but that will likely show
in the coming weeks.

Rates for Suezmaxes out of WAF have held steady, rates on
TD20 are at WS 130, whilst TD6 continued its decline over the
past week, standing at WS 140. TD20 is suffering from the
knock-on effects of Libya’s decreased exports, several FOC
ships were cancelled and have added to the ample supply of
tonnage. The same is true for TD6 but with he added handicap
of little enquiry, rates are being forced down.

Exports out of Libya are to slow to a trickle as oil fields cut
production due to exports being halted by forces loyal to
Khalifa Haftar. Production has been at 1.3 Mn bpd over recent
months but has already been cut by 800,000 bpd, with more
likely to follow, around only 72,000 bpd is expected to stay
online if exports continue to be halted. As a result, Aframaxes
in the Med have had a string of quiet days, and with no
resolution to the conflict looking like it’s coming any time
soon, sentiment is weakening further. Rates on TD19 are
currently at WS 146, average earnings for January are still up
at USD 42,000 per day with the market set to soften further
that will decrease slightly over the next few days.

The situation in Libya comes at a time of subdued European oil
demand whilst refinery maintenance is ongoing, adding to the
downwards pressure on Aframax rates. It’s possible that US
and WAF exports could fill the supply void left but it is yet it all
hinges on how long exports are halted for.

The 323.5 current HSFO-LSFO spread in Fujairah stands at
USD 323.5 per T and USD 222.5 per T in Rotterdam, the
spread has decreased significantly over the past week, due to
increasing availability of the low sulphur fuel.

Similar to last week, the overtonnaged markets will struggle to
get alleviated by the attractive US market. Currently, TD9 is
still earning Aframax owners over USD 90,000 per day, not
quite the USD 118,000 per day that this market was
commanding just a week ago.

LR2s in the AG continue to drop freight at every available
opportunity, one cargo heading west fetched USD 2 Mn, there
were originally six offers on that cargo with it only taking one
counteroffer to reach that price. TC5 dropped 26 points over
night to stand at WS 91, bleak times for LR2 owners at the
moment. Despite better demand than LR2s, earnings for LR1s
have also dropped across the week, east-bound cargoes are at
WS 99 and westbound cargoes are fetching USD 1.75 Mn.
Average earnings for TC5 this month are just USD 14,000 per
day, and for TC1 they’re USD 19,000 per day, both down USD
10,000 per day on what they were earning in December.

MRs in the AG are set to head the same way, now that so
much freight has dropped off the LRs. For now, tonnage is
looking a little tight so owners hoping not to be pushed too
much lower than last done levels. TC17 is currently at WS
187, it’s lost 12 points week-on-week.

Chinese New Year is just a day away now and owners were
busy this week trying to get their ships fixed, tonnage lists
were a little lengthy as a result causing freight to come off a
little. Korea-Singapore is currently on subs at USD 510,000,
and Korea-Japan on at USD 325,000.
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BDTI BCTI
23/01/2020 1190 639

Δ W-O-W ↓Softer ↓Softer

BDA
(USD/LDT) TKR/LRG TKR/MED TKR/SML

This week 393.7 391.7 389.3

Δ W-O-W 3.2 3.9 4.0

BALTIC TCE DIRTY
### Route Qnt USD / Day Δ W-O-W

TD1 
ME Gulf / US 

Gulf
280,000 25,762 ↓Softer

TD3C  ME Gulf / China 270,000 56,456 ↑Firmer

TD6  Black Sea / Med 135,000 59,598 ↑Firmer

TD8  Kuwait / Sing. 80,000 21,948 ↓Softer

TD9  Caribs / US Gulf 70,000 94,042 ↑Firmer

TD14  Asia / Australia 70,000 20,325 ↓Softer

TD17  Baltic / UKC 100,000 47,514 ↑Firmer

TD20  WAF / Cont 130,000 54,138 ↑Firmer

BALTIC TCE CLEAN
Route Qnt USD / WS Δ W-O-W

TC1 ME Gulf / Japan 75,000 9,380 ↓Softer

TC2  Cont / USAC 37,000 15,869 ↓Softer

TC5 ME Gulf / Japan 55,000 4,984 ↓Softer

TC6 Algeria / EU Med 30,000 WS 170 ↑Firmer

TC7 Sing. / ECA 30,000 14,231 ↓Softer

TC8 ME Gulf / UKC 65,000 WS 28 ↑Firmer

TC9 Baltic / UKC 30,000 WS 189 ↑Firmer


