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TOP DOLLAR FOR THE BOTTOM
OF THE BARREL

The cost of bunker fuel has always been a central component of
determining a tanker’s earnings, and in recent weeks, rising fuel
costs have once again come to complicate an already-challenging
tanker market. Faced with surging fuel prices at a time of weak
earnings and depressed demand, owners currently mired in the
summer doldrums find themselves asking: what’s causing the rise in
bunker prices and how long can it be sustained? This time it is not
just the universal increase in crude oil price that is causing bunker
prices to rise.

Sometimes, the effect of similar bunker price hikes has been muted
by higher earnings. Currently, rising bunker prices, resulting from a
combination of factors, including lower refinery utilization and a
narrowing differential between light and heavy crude oils, add to an
already dismal rate outlook.

As shown in the chart below, the premium garnered by light crude
oil has weakened significantly in recent months.

The narrowing differential between light and heavy crude oils is
playing a leading role in the recent rise in the cost of bunker fuel.
As sources of heavy crude oil production hold back for whatever
reason, refineries configured to process these traditionally
lessexpensive heavy oils have been forced to pay higher prices. In
January, 3% sulfur fuel oil in the US Gulf Coast was assessed
above New York Mercantile Exchange (NYMEX) light sweet crude
oil for the first time since 1986. Any lightening of the world’s
crude oil slate in coming years, suggested by the lack of significant
new discoveries of heavy crude oil, mean this dynamic could
continue pushing up prices.

The change in the light/heavy price differential is being
compounded by the addition of upgrading capacity at refineries
around the world. Upgrading margins, the profit refiners draw from
processing heavy crude oils into more valuable products like
gasoline and diesel, have collapsed recently and are likely to come

VARILIN DIiBi iCiN YUKSEK FiYAT
Yakit maliyeti her zaman tanker kazanglarinin tespitinde ana bilesen-
lerden bir olmustur. Son haftalarda, ylikselen yakit maliyetleri bir kez
daha zaten zor bir piyasa olan tanker piyasasini karistirdi. Kazanglarin
neredeyse dibe vurdugu ve talebin azaldigi bir donemde artan yakit fi-
yatlar karsisinda zaten yaz durgunlugu yasayan armatdrler kendilerine
su soruyu sorarken buldular: “Yakit fiyatlarindaki ytikselisin nedeni ne-
dir ve buna ne kadar dayanilabilir?”’. Sebebi bu sefer sadece evrensel
olarak artan ham petrol fiyatlari degil.

Onceleri benzer fiyat yiikselislerinin etkisi yiiksek kazanglar nedeniyle
pek hissedilmiyordu. Bugtin ise diisiik rafineri kullanimi ve hafif ve agir
ham petroller arasinda azalan fark da dahil bircok faktdre bagli olarak
artan gemi yakit fiyatlari, ileriye doniik i¢ karartici ticret tahminleriyle
birlestiginde durumu daha da vahimlestiriyor.

Asagidaki grafikte de gérildigi gibi, yiksek seyreden hafif ham petrol
fiyatlari son aylarda zayifladi.

Hafif ve agir ham petrol fiyatlari arasinda azalan fiyat farki, gemi ya-
kit maliyetlerinde son zamanlarda gériilen artista dnemli bir rol oynu-
yor. Ham petrol Uretim kaynaklari tiretimi bir sekilde frenlediginden,
geleneksel olarak daha az pahali olan bu agir ham petrolii islemeye yo-
nelik insa edilen rafineriler daha ylksek fiyatlar ddemeye zorlandi.
Ocak ayinda ABD’nin Kérfez Kiyilari’nda %3 kiikiirtll yakit, 1986’dan
bu yana ilk kez New York Emtia Borsasi’nda hafif ham petrollin lizerin-
de islem gdrdl. Bu, yeni ham petrol kaynaklarinin kesfedilmesinde ha-
tirl sayilir azalma olmasi nedeniyle diinya ham petrol Gretiminde mey-
dana gelebilecek azalma sonucu bu dinamigin fiyatlari ylikseltmeye de-
vam edebilecedi anlamina geliyor.

Hafif/agir ham petrol fiyatlari arasindaki farkta meydana gelen bu de-
gisim, diinyadaki rafinerilerin kapasite artisina gitmeleri nedeniyle da-
ha da vahimlesiyor. Rafinerilerin agir ham petrolii isleyerek benzin ve
dizel gibi daha degerli (irlin Gretiminden elde ettigi kar son zamanlarda
dibe vurdu ve ekonomik kriz nedeniyle yavaslayan projeler sonunda ye-
niden hizlanirken daha da blylk bir baski altina girmesi olasi. IEA
2014 yili itibariyle 6.5 milyon varil/glin kapasite artigi 6ngériiyor. Pa-
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under even more pressure as projects slowed by the economic crisis
finally come on-stream. The IEA predicts 6.5 mb/d of upgrading
capacity will be added by 2014 and the Paris-based agency expects
these additions will contribute to a “‘substantial tightening” of fuel
oil markets in coming years.

As shown in the chart below, bunker costs as a percentage of
overall voyage revenue has been on an upward trend since
mid-2004. As of the end of July, fuel costs were 60 % of voyage
revenue for a VLCC on the benchmark Arabian Gulf - Far East
voyage. The last fuels costs rose to take that much of voyage
revenues, in August of 2008, earnings were averaging more than
$1 million more per voyage.

While the factors contributing to the recent rise in bunker prices
are relatively easy to identify, determining how long they will
continue to push prices up is difficult. Owners currently watching
fuel costs sap already diminished earnings may be well served to
learn about the factors currently pushing up bunker prices.

The thought of laying up vessels may not be as far fetched if bunker
prices continue to persist at such disproportionate levels.

GOING WITH THE FLOW

In the last week of August, 500,000 bbls of Colombian Castilla
blend crude oil flowed through the Petroterminal de Panama (PTP)
pipeline in Panama. The cargo was the pipeline’s first to flow from
east to west and the reversal in flow direction mirrors a shift in
petroleum trading patterns from the Atlantic to the Pacific.
Although questions remain about the reversal’s ultimate impact on
international trade flows, the reversed PTP pipeline may come to
have significant implications for and the tanker market.

Owned jointly by the Government of Panama, Castor Petroleum,
and Northvillle Industries, (operator of the port) PTP is an 81-mile
pipeline connecting Chiriqui Grande on Atlantic Coast to Charco
Azul on the Pacific. The pipeline was built in 1982 to transport
Alaskan crude oil to markets to the east and at its peak moved 800
kbd. More than 3.5 billion bbls moved through the pipeline between
1982 and 1996, when the pipeline was closed as volumes of
Alaskan crude oil began to dwindle. The recent reversal of the
PTP’s flow is expected to have only a marginal impact on ton-mile
demand as it is focused mainly on the movements of tankers
loading in the Caribbean bound to the West Coast of the US and
maybe even the Far East.

The US West Coast was once rich with crude oil from Alaska and
California, but in recent years has seen the growing presence of
imports from foreign sources, a trend set to continue in the future.
As shown in the chart below, crude oil imported to the US West
Coast from the Arabian Gulf has grown almost ten percent over the
past 15 years.

The pipeline is primarily expected to help provide refiners on the
US West Coast with a wider variety of crude oils. Tesoro signed a
seven-year agreement last December to ship 107 kbd through the
reversed pipeline in order to supply its five largest refineries,

ris merkezli kurulus bu artisin dniimiizdeki yillarda fueloil piyasalarinin
“blyiik oranda daralmasina’” katkida bulunmasini bekliyor.

Asadidaki grafikte de goriilebilecedi gibi, genel sefer gelirlerinin ylizde-
si olarak yakit maliyetleri 2004 yilinin ortalarindan bu yana yiikselen
bir egilim izledi. Temmuz sonu itibariyle Basra Kérfezi-Uzakdogu sefe-
ri yapan bir VLCC’nin yakit maliyeti, sefer gelirinin ylizde 60’ina kar-
silik geliyordu. Yakit maliyetlerinin bu orana ylikselmesine neden olan
artis 2008 yili Adustos ayinda gerceklesmisti ve o zamanlar gelir diize-
yi sefer basina ortalama 1 milyon dolarin lizerinde bir seviyedeydi.

Gemi yakit fiyatlarinda meydana gelen son artisa katkida bulunan fak-
torlerin belirlenmesi nispeten kolayken, bunlarin fiyatlari yukari yonde
itmeye ne kadar devam edecedinin tahmin edilmesi zor. Halen yakit ma-
liyetlerinde meydana gelen artislarin gelirlerini yok edisini izleyen ar-
matorlerin yakit fiyatlarini yikselten faktérler hakkinda bilgi sahibi ol-
masi faydali olabilir. Gemilerin hizmet disi birakiimasi diistincesi, yakit
fiyatlarinin asiri seviyelerde yiikselmeye devam etmesi halinde o kadar
abartili goriinmeyebilir.

AKINTIYA BIRAKMAK

Adustos ayi son haftasinda 500,000 varil Colombian Castilla harmani
ham petrol, Panama’nin Petroterminal de Panama (PTP) boru hattina
verildi. Bu, boru hattinin dogudan batiya akan ilk kargosuydu ve akis
yoniinde meydana gelen bu tersine donis, petrol ticaretinin artik Atlan-
tik’ten Pasifik’e yoneldiginin bir gostergesi konumunda. Bu tersine do-
niistin uluslararasi ticari akis Uzerindeki etkisi hakkinda sorular kafala-
ri mesqul etse de, PTP boru hattindaki bu degisim tanker piyasasi tize-
rinde énemli etkilere neden olabilir.

Panama Hukiimeti, Castor Petroleum ve Northville Industries (limanin
isletmecisi) ortaklidi olan PTP boru hatti, Atlantik kiyilarindaki Chiri-
qui Grande'yi, Pasifik kiyilarinda bulunan Charco Azul’a baglayan 130
kilometre uzunlugunda bir hat. Boru hatti 1982 yilinda Alaska ham
petroliinii dogudaki pazarlara tasima amaciyla insa edilmis ve kapasi-
tesi giinde 800,000 varili bulmustu. 1982 ile 1996 yillari arasinda hat-
ta toplam 3.5 milyar varil petrol tasindi. Hat 1996 yilinda Alaska kay-
nakli ham petroliin azalmasi nedeniyle kapatiimisti. Boru hattinin akis
yoniinde meydana gelen son degisikligin, genelde Karayipler’den (iriin
ylkleyen tankerlerin ABD’nin Bati Kiyilarina ve hatta belki Uzakdo-
gu’ya gitmesi nedeniyle ton-mil talebi tzerinde ancak kiiglik bir etkiye
sahip olmasi bekleniyor.

ABD Bati Kiyilari bir zamanlar Alaska ve Kaliforniya’dan gelen ham
petrol nedeniyle son derece zengindi, ancak son yillarda yabanci kay-
naklardan yapilan ithalatlarda artis gdzleniyor. Bu trendin gelecekte de
devam etmesi séz konusu. Asagidaki tabloda da gdriilebilecedi gibi,
Basra Korfezi‘'nden ABD’nin Bati Kiyilarina yapilan ham petrol ithala-
ti gectigimiz 15 yil icerisinde neredeyse ylizde 10 artis gdsterdi.

Boru hattinin esas olarak ABD’nin Bati Kiyilarinda bulunan rafinerile-
re genis bir yelpazede ham petrol cesidi sunarak yardimer olmasi bekle-
niyor. Tesoro Kaliforniya, Washington, Hawaii ve Alaska’daki en blytk
5 rafinerisine petrol temin etmek amaciyla tersine gevrilmis boru hat-
tindan glinde 107 bin varil petrol tasinmasi icin gectigimiz Aralik ayin-
da 7 yillik bir sdzlesme imzaladi. BP de PTP boru hattindan giinde 65
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located in California, Washington, Hawaii and Alaska. BP has a
seven-year contract to ship 65 kbd through the PTP pipeline and
expects the reversal to cut transit times for Angolan crude oil to
the US West Coast by seven days. The reversed pipeline is also
expected to ease the transportation times of crude oils from the
North Sea, Columbia and other Atlantic Basin sources of crude oil.

The map below shows two methods of transporting crude oil out of
the Arabian Gulf to the US West Coast refineries.

Traditionally, VLCCs steam east out of the Arabian Gulf when
bound for the US West Coast, with an average voyage length of 37
days. While the alternative of using the PTP pipeline presents 47-
day voyages, the prospect of an owner securing a backhaul cargo
out of the Caribbean would provide enticing freight economics. In
this market, however, a lack of cargoes and a surplus of vessel
availabilities will likely deter owners from having great success
with this alternative.

The PTP will now act as a competitor to the Panama Canal, one of
the world’s shipping choke points, for crude oil movements;
however, there are additional costs to be considered before jumping
into the waiting line for the 81-mile expanse of Panama. The
savings on tanker freight earned by pushing barrels through the
PTP are yet to be seen, especially in the current freight rate
environment. To really determine whether the PTP offers any
savings, charterers will be forced to consider the risks of terminal
delays, storage costs and pipeline transit charges.

The PTP pipeline reversal is another demonstration of the way
evolving trade patterns are changing the infrastructure developed to
service worldwide petroleum demand a generation ago. While
depressed rates blunt the immediate impact the pipeline’s reversal
could have on the tanker market, as freight rates start to recover,
the pipeline may become a more attractive option in the long-term.

When demand recovers, the PTP pipeline will prove to be a
valuable conduit for crude oil going to West Coast refineries, but
do not expect this to have a significant impact on worldwide
tonmile demand.

bin varil petrol tasinmasina yonelik 7 yillik bir sézlesme imzalamisti.
Sirket bu yon dedisikliginin Angola kaynakli ham petroliin ABD Bati
Kiyilarina nakliye transit sliresini 7 glin kadar kisaltmasini bekliyor.
Boru hattinin ayni zamanda Kuzey Denizi, Kolombiya ve diger Atlantik
Havzasi ham petrol kaynaklarindan da nakliye sirelerini kisaltmasi
bekleniyor.

Asagidaki harita Basra Kérfezi ham petroliiniin ABD’nin Bati Kiyilarin-
daki rafinerilere tasinmasi igin kullanilan iki farkli yontemi gésteriyor.

Geleneksel olarak VLCC’ler ABD Bati Kiyilarina gitmek icin Basra
Kérfezi‘nin dogusuna ydneliyor ve ortalama 37 glinliik bir sefer stresi
s6z konusu. Alternatif olarak PTP boru hattinin kullaniimasi halinde se-
fer siiresi 47 giin oluyor. Ancak armatorlerin Karayipler'den kargo bul-
ma olasilgi, cazip navlun ekonomileri sagliyor. Bununla birlikte bu pa-
zardaki kargolarin azligi ve fazla miktarda gemi bulunmasi nedeniyle
armatorlerin bu alternatiften ¢ok biyiik basari beklemesini engel-
leyecektir.

PTP boru hatti, deniz tasimaciliginda en biiylik dargegcitlerden biri olan
Panama Kanali‘'na ham petrol tasimaciliginda rakip olacak. Ancak
Panama’nin 130 kilometrelik boru hattindaki bekleme kuyruguna gir-
meden 6nce g6z onlinde bulundurulmasi gereken ilave bazi maliyetler
s6z konusu. Ozellikle mevcut navlun ticretleri ortaminda tanker yiik-
lerinin PTP boru hatti lzerinden tasinmasi yoluyla tasarruf yapiimasi
henliz s6z konusu dedil. PTP’nin gercekten tasarruf saglayip sag-
lamadigini tespit edebilmek icin, kiracilar terminal gecikmeleri, depo-
lama maliyetleri ve boru hatti transit lcretleri risklerini goz onilinde
bulundurmak zorunda.

PTP boru hattinin tersine cevrilmesi, yeni ortaya c¢ikan ticaret
yapilarinin diinya petrol talebini karsilamaya yonelik olarak bir nesil
once gelistirilmis altyapiy nasil dedistirdiginin yeni bir drnegini teskil
ediyor. Diisen Ulcretler boru hattinin tanker piyasasi tizerindeki olumsuz
etkisini azaltirken, navlun (cretleri toparlanmaya basladiginda boru
hatti uzun vadede daha cekici bir secenek haline gelebilir.

Talep toparlandiginda, PTP boru hatti Bati Kiyilari‘ndaki rafinerilere
giden ham petrol icin dederli bir nakliye alternatifi oldugunu gds-
terecek. Ancak bunun diinya ton-mil talebinde 6nemli bir etkiye sahip
olmasini beklemeyin.

IMPORTS BY ORIGIN METHODS OF TRANSPORTING CRUDE OIL
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