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Bunkers aren’t showing signs of retrenching

With bunker prices going up, the VLCC market didn’t take the chance to
push up. Instead, we saw rates go down slightly compared with last week. In
the AG, modern tonnage has been fixed behind the scenes and AG/China
has been done thrice at WS 31.5, about 0.5 - 1 points fewer than last week.
Similarly, WAF/China broke below the WS 35 barrier that owners had been
holding at for a while. The UKC became busier due to limited local
consumption of US crudes and overall low refinery runs. However, only a
few ships have been taken and we need to wait to see whether they will be
fully fixed at USD 4 Mn. Most owners have been running negative TCEs for a
while, so there won’t be much room to squeeze, especially under the
pressure of rising bunker prices.

It was a rather quiet week on the Suezmaxes, with TD20 stable in the WS 55
- 57.5 range. There was minimal activity also in the AG, with a few scarce
stems and rates swinging sideways – TD23 at WS 18 at the time of writing.
Tonnage availability remains abundant for second decade in both WAF and
AG. All in all, with poor earnings and bunker prices rising, we might expect
rates to elevate a bit more going forwards.

As for Aframaxes, in the Med and Black Sea, after such a prolonged period
of suffering, owners weren’t going to just sit back and be grateful for what
they got, and instead pushed for even higher rates. Black Sea runs are
currently at around WS 135 – 140, while X-Med is around five points below.
Earnings on TD19 are now at a very healthy USD 28,000 per day.

To the North, things have come off a little quicker. In the Baltic, TD17
peaked at around WS 87.5 at the end of last week, but has since come down
to around WS 81.25. The markets have been a bit slower, but owners are
digging their heels in and are far from panicking. However, with the 12
cargoes for the first ten days of the March Baltic rebco programme almost
covered, we could see a couple more points being chipped off.

On the product tanker side, the AG LR2s list shed a few vessels this week
and, with owners trying to generate some momentum, it looks like the
numbers of super competitive ships are slimming. At the time of writing,
TC1 is on subs at WS 75. Options to Singapore and East Africa would be
around WS 67.5 – 70. While small lifts in freight seem a possibility, bunker
prices are expected to cap overall returns.

A slow week on the AG LR1s is due to low demand and anemic fresh cargoes
– only 11-12, 2 of which diverted to either the more competitive LR2s or
MRs. AG/Japan has moved up 5 points and is now fixed at WS 85. While we

do not predict any softening of freight levels on the LR1s, we can also
suggest that, until more cargo is put into this market, freight levels will
remain stagnant.

An eventful week for LRs in North Asia, where the strength of the MR
market has meant that charterers have had to scramble to cover on larger
units where possible, helping to push freight levels up in these sectors. LR2s
are on parity with LR1s, with Korea/Singapore firm on subjects at USD 400K.

In the West, low levels of demand and weakening MRs dented the market
towards the end of the week. LR2s look more balanced than their smaller
counterparts, but with more tonnage inbound from the Middle East and
much of the first half of March’s programme looking covered, we need to
see some fresh enquiry to keep rates steady.

West LR1s look long and, with the working window moving back into the
second decade of March and plenty of tonnage still available on earlier
dates, the market looks a bit grim. Without a significant increase in prompt
demand in the early part of next week, we expect the market to contract in
the short term.

On the other hand, very surprisingly, UKC MRs had a quieter week than
normal with a miserable amount of cargo enquiry. The cold snap in the US
with refineries shutting down and a decent arbitrage on paper wasn’t
enough to sustain, let alone boost, rates. TC2 has freefallen down to WS
117.5 as the vast number of ships ballasting to Europe is putting pressure
on rates.

On the Asian MRs front, this has been a very eventful week. The week
kicked off with a replacement job Korea/Australia fixed at WS 150 and since
WS 145 has been put on subjects on three separate occasions. Korea/USWC
has been put on subs at USD 900K, but most owners would argue this
should be higher given current bunker prices, while high USD 300k levels
and above is being paid for Singapore/S. China prompt runs. TC7 is untested
but there are rumors of WS 135-140 on subs.

Med Handies had a rather slow week, with rates faltering from their 10-
month high of WS 210 last week to WS 175 for X-Med. The front of the list
did not replenish as quickly as some expected though, with a few
replacements and ppt cargos preventing a complete crash in levels. As we
head into March next week, further corrections are anticipated with the
Blsea expected to be quieter and the slower enquiry allowing tonnage to
replenish. Add weak MRs into the mix with levels starting to compete, and
it leaves Handy rates under further pressure.
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Δ W-O-W ↑Firmer ↓Softer

BDA

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

This week 431.2 431.3 426.9

Δ W-O-W 2.7 2.6 -2.8

BALTIC TCE DIRTY

##### Route Qnt $ / Day W-O-W

TD1 ME Gulf / US Gulf 280,000 -16,138 ↓Softer

TD3C  ME Gulf / China 270,000 -3,727 ↓Softer

TD6  Black Sea / Med 135,000 6,647 ↑Firmer

TD8  Kuwait / Sing. 80,000 -3,657 ↑Firmer

TD9  Caribs / US Gulf 70,000 21,208 ↑Firmer

TD14  Asia / Australia 70,000 -922 ↑Firmer

TD17  Baltic / UKC 100,000 8,845 ↓Softer

TD20  WAF / Cont 130,000 2,757 ↓Softer

BALTIC TCE CLEAN

Route Qnt $ / WS W-O-W

TC1 ME Gulf / Japan 75,000 -167 ↑Firmer

TC2  Cont / USAC 37,000 3,100 ↓Softer

TC5 ME Gulf / Japan 55,000 3,267 ↑Firmer

TC6 Algeria / EU Med 30,000 WS 170.31 ↑Firmer

TC7 Sing. / ECA 30,000 5,363 ↑Firmer

TC8 ME Gulf / UKC 65,000 WS 19 ↑Firmer

TC9 Baltic / UKC 30,000 WS 150 ↑Firmer


