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The Year in Four Charts

So that was the year that was. This month, Al- 12.0%
phatanker takes a historical approach and exam-

ines the main Oomuscul ard o 100%
how they impacted tanker markets and asks

14.0%

whether they provide indications of how oil and 8.0%
tanker markets will evolve into 2020. 6.0%
Ton mile tanker demand continues to expand. Al- 4.0%
phatanker data imply that ton mile demand

across the tanker sector continued to increase in 2.0%
2019 which was impressive considering that global 0.0%

oil supply remained flat. Last year saw ton miles

inch up by 0.3% compared with flat growth in 2.0%
2018. However, this masks the fact that certain
sectors saw demand rise more than others. For
example, VLCC demand increased by 3% in 2019
compared with 0.1% in 2018. In the clean sector it
was the reverse as the smaller segments posted
stronger increases. For example, MR2 ton mile de-
mand growth outstripped LR2s. Indeed, demand
for the latter appears to have been curbed by the
increasing volumes of products carried from east
to west on newbuild Suezmaxes and VLCCs.

10%
8%

6%
A word of warning. However, a word of warning
comes with this. Although tanker demand growth
rose, it was easily outstripped by fleet growth as
tonnage in the 10,000 Dwt or above tanker fleet

4%

increased by 5.6% in 2019. If the fleet continues to 2%
expand at such a heady pace this year, which it
will do if tanker demolition does not rebound, then 0%
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it appears that the tanker sector has not yet found
a base from which a sustainable recovery can be

-20,
built. Indeed, this suggests that hire rates in certain 2%
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ly during the year.
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Geopolitics more influential than ever. The impact of geopolitics can never be underestimated be it Mid-

dle Eastern tensions or shifting oil flows in the wake of the US i China trade war. In January 2019, we  identi-

fied US foreign policy as being the most important influence over oil and tanker markets and as the year

progressed this was proved correct as US sanctions had an enormous impact on tanker markets. As 2020

dawns, there is no sign that US influence is waning as the recent fallout from the killing of a top Iranian

gener al proves. Meanwhi l e, we stand by our previous cal/l that the removal of US sancti
Dalian entity will prove to be the biggest negative to tanker rates over the coming year.

US crude exports went from strength to strength. Demand for Aframaxes, Suezmaxes and VLCCs all re-

ceived a boost from soaring US seaborne crude exports which rose by 0.9 mb/d to average 2.8 mb/d dur-

ing 2019. This saw US crude exports become the largest contributor to the aforementioned growth in tank-

er ton mile demand. US exports will continue to see growth but it will decelerate compared with 2019 as

price -elastic US onshore crude production is expected to assume a semi market balancing role, which all

things being equal, suggests that it will grow by around 0.8 mb/d, of which we project that 0.7 mb/d will

be exported by tanker. Foll owing Chinads recent agreement to import significantly | arg
energy products in 2020 and 2021, we expect that the VLCC segment will benefit. Indeed, we project

that this year US i China crude flows could soar to 500 kb/d compared with 120 kb/d in 2019.

The year of the Chinese independent refiner. Last year saw Chinese refining capacity add a phenomenal
1.1 mb/d taking installed capacity to around 17.3 mb/d. The bulk of capacity expansion came from inde-
pendent refiners with two refineries of 400 kb/d each starting up during the first half of the year. As capac-

ity ramped up so did runs. In Decemberthey hit a record 13.8 mb/d, an enormous 1.7 mb/d higher dyear-
on-year as refiners there reacted to relatively strong margins. On an annual, average basis, Chinese
throughputs were up by 1 mb/d compared with 2018. For the moment these independent refineries have

only been concerned with supplying the domestic market as they have only been able to export if they
supplied product to state -controlled traders such as Unipec and CNOOC. Heading into 2020, this is likely
to shift as the government strives to open up the energy sector to more private investment. At the time of
writing, there were reports that Chinese independent refiners such has Hengli Petrochemical and
Rongsheng would soon be issued with product export quotas which suggests, given their capacity, that
they will soon become significant clean product tanker charterers.

IMO2020 redraws the fuel oil trade map. Last year saw fuel oil flows shift as markets prepared for IMO 2020.
HSFO moving from Europe to Singapore slowed to a trickle while new trades opened up from Europe to

the US Gulf. On the other hand, new VLSFO flows opened up, notably from the Mediterranean to the East
while flows from China to Singapore also increased. Considering that Beijing is set to redraw the tax land-
scape to make the Chinese bunker sector more attractive, we anticipate that less VLSFO will eventually

be exported from China which will likely see the Singapore bunker market tighten.
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