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Like a phoenix from the ashes, LRs see new life

Another week goes by, and yet again rates on TD3C have barely
budgef, still standing at WS 43. Earnings are climbing up
towards USD 19,000 per day, although still sitting below the
February average of USD 19,699 per day. Although there is
likely to be a fair bit of excess supply once demand has
recovered from the coronavirus, in reality, it may be little time
before the market’s equilibrium is restored. Middle Eastern
producers have been cutting prices to maintain their Asian
market shares, which will likely continue in the aftermath, while
Chinese refineries will need to make up for lost time to fill their
import quotas issued by Beijing, for fear of being allocated less
next year.

As the contango price structure deepens, trading houses are
storing crude on VLCCs in anticipation of the increased prices
once Chinese demand returns to the market. This will prompt
some older tonnage to be taken out of the market but not
enough to stir things up.

TD20 rates have sunk another couple of points over the week,
standing at WS 78, and look to be continuing to trend
downwards. February’s average is currently WS 87, equating to
earnings of USD 29,000 per day. Despite the flat outlook for the
next week, earnings are double the value seen back in February
2019.

For Aframaxes operating out of the Med, rates have bottomed
and tonnage continues to clear out, ballasting to the US in
search of a much better market. Earnings on TD19 are almost
20 per cent of what they currently are in the US market,
standing at USD 9,000 per day in the Med and USD 43,000 per
day in the USG. There is no let up with the situation in Libya,
possibly even worsening, so it is hard to forsee any momentum
building in the Med/Black Sea markets for now. On a positive
note, a busy CPC programme is kicking in which is providing a
few owners with business, but the market won’t be lifting
anytime soon.

Bad weather in the North Sea and Baltic allowed levels to

maintain where they are for the majority of the week but points
have been lost as it closes out. Rates have managed to hold
above WS 106, equating to earnings of USD 32,000 per day,
with average earnings a good USD 10,000 per day above that of
February 2019. This strong North market will likely keep
drawing ballasters up for the longer voyage because of the
current disparity in earnings between this market and the Med,
as well as the USG market doing the same.

LSFO prices continue to trend downwards, with the HSFO-LSFO
spread at major bunkering hubs decreasing by another USD 10
per T on the week. Fujairah is now trading consistently at a USD
5-10 discount below Singapore.

In the clean market, there’s finally been some life breathed back
into the MEG markets. LR2 owners in particular are seeing a
much more positive outlook with cargoes being injected into
the market. Westbound levels are now around USD 2.5 Mn, a
premium of USD 100,000 on last done levels, aided by a fairly
slim tonnage list. Rates on TC1 jumped 20 points over the
weekend, up to WS 106 and they have hovered there since,
with earnings also doubling up to USD 17,000 per day.

The LR1 market has been calmer, but rates have also seen
increases of around 15-20 points, with cargo demand trickling
in. TC5 has increased to WS 113, with earnings back above
USD 13,000 per day. Earnings are pushing on the be on par
with the 2019 average, USD 18,000 per day and USD 14,000
per day on TC1 and TC5, respectively.

MRs in the MEG are seeing last done for most of the week,
rates are at WS 168, and earnings are up over USD 16,000 per
day, up USD 7,000 per day from the beginning of February
when earnings bottomed out at below USD 10,000 per day.

North Asia is providing a lot more interest for MR owners
currently, there were reportedly 17 outstanding cargoes still
remaining on Wednesday evening. After some cargoes
disappeared and a few ships failed, there is a lot more of a
balanced feeling to this market.
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BDTI BCTI
20/02/2020 870 700

Δ W-O-W ↑Firmer ↑Firmer

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

This week 387.8 386.3 382.1

Δ W-O-W -4.4 -4.0 -4.9

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

TD1 
ME Gulf / US 

Gulf
280,000 6,138 ↓Softer

TD3C  ME Gulf / China 270,000 18,695 ↑Firmer

TD6  Black Sea / Med 135,000 22,706 ↓Softer

TD8  Kuwait / Sing. 80,000 19,351 ↑Firmer

TD9  Caribs / US Gulf 70,000 43,624 ↑Firmer

TD14  Asia / Australia 70,000 16,356 ↑Firmer

TD17  Baltic / UKC 100,000 32,874 ↓Softer

TD20  WAF / Cont 130,000 24,274 ↓Softer

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

TC1 ME Gulf / Japan 75,000 17,164 ↑Firmer

TC2  Cont / USAC 37,000 17,387 ↑Firmer

TC5 ME Gulf / Japan 55,000 13,718 ↑Firmer

TC6 Algeria / EU Med 30,000 WS 191 ↑Firmer

TC7 Sing. / ECA 30,000 13,185 ↑Firmer

TC8 ME Gulf / UKC 65,000 WS 27 ↑Firmer

TC9 Baltic / UKC 30,000 WS 225 ↑Firmer


