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THE ROARING 00’S

As a painful year draws to a close, it is worth remembering that
the end of 2009 also caps off what is likely to be remembered
as one of the strongest decades in the history of the tanker
market. For much of the past ten years, industry participants
have seen the visibility of tankers rise as demand growth in
developing markets sent them to ever-more distant shores.

As had been the case in decades before, swelling volumes on
long-haul routes, the development of new sources of supply and
generally shifting trade patterns rewarded those who remained
flexible most handsomely. Though it may offer little comfort
amidst current market conditions, the messy end to the

2000s may, in fact, set the stage for the next 10 years of
growth potential.

For most of the past decade, both one and three-year
timecharter markets remained relatively stable while the spot
market experienced waves of volatility punctuated by periodic
spikes. As shown in the chart below, one year timecharters on
the benchmark Arabian Gulf - Far East voyage earned a
monthly average of about $47,500 per day over the past 10
years as three year timecharters fetched a monthly average of
about $41,250 per day. The same voyage on the spot market
reached its height at more than $210,000 per day in November
of 2004, when a perfect storm of vessel supply and demand
conditions pushed the market far above its monthly average
of about $53,300 per day.

The enormous gap between the spot market’s average and top
earnings helped attract new sources of capital into the industry.

HISTORICAL VLCC SPOT & TIME CHARTER EARNINGS
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CANLI 2000°LI YILLAR

Sikintili bir yil sona ererken, 2009’un son ddnemlerinin ayrica
tanker piyasasi tarihindeki en gliclii dénemlerden biri olarak ha-
tirlanabilecek bir dénemi de sona erdirdigini unutmamak gerek.
Gectigimiz 10 yillik dénemin blyik bir kisminda sektér oyuncu-
lari tankerleri, gelismekte olan piyasalarin arzda meydana gelen
artisla birlikte bu gemileri daha da uzak kiyilara géndermesi ne-
deniyle daha cok gérmeye basladi. Yillar éncesinde de oldugu gi-
bi, uzak mesafeli hatlarda artan yuk miktari, yeni arz kaynakla-
rinin gelisimi ve genel olarak kayma gdsteren ticaret yapisi, es-
nek kalabilenler icin son derece kazangli oldu. Mevcut piyasa ko-
sullarinda bir miktar rahatlama saglamis olsa da, 2000'li yilla-
rin son derece sikintili sonu aslinda oniimizdeki 10 yil boyunca
gorilecek biytime potansiyeli igin zemin hazirlamis olabilir.

Gectigimiz on yillik dénemin biytk bir kisminda hem bir yillik
hem de (g yillik zaman bazli kira sozlesmesi piyasalari nispeten
istikrarini korurken, spot piyasa periyodik ani ylikselislerle birlik-
te degiskenlik dalgalariyla bogustu. Asagidaki grafikte de gori-
lebilecedi gibi, Basra Kdérfezi - Uzakdogu seferi referansinda
1 yillik stireli kiralama sézlesmeleri gegtigimiz 10 yillik stirecte
aylik ortalamada gtinliik yaklasik 47,500 dolar kazang saglar-
ken, 3 yillik streli kiralama sozlesmelerinin sagladigi kazancin
aylik ortalamasi giinde 41,250 dolar seviyesinde gerceklesti.
Ayni hat Uzerinde spot piyasa ise, gemi arz ve talebi kosullarinin
piyasay! aylik ortalama 53,000 dolar/glin seviyesinden yukarila-
ra firlattigr 2004 yili Kasim ayinda giinlik 210,000 dolar gibi
seviyelere ulagmisti.
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The heightened profile of tankers was reflected in a frenzy of
shipping-related IPOs and a series of newbuilding orders placed
with an expectation of selling the delivered vessel for profit.
The resulting glut of newly-built vessels coincided with a sharp
drop in worldwide oil demand and remains as the legacy of the
mid-decade bull market for tankers.

Demand Develops

That bull market was spurred largely by rapidly expanding
crude oil and refined product demand in the developing world.
As shown in the chart below, Chinese demand growth played a
particularly important role in sustaining the growth of overall
crude oil and refined product demand over the decade.

While demand growth began to weaken in the United States
and other demand centers after 2005, consistent demand
increases from China placed it squarely at the center of the
market’s focus during the second half of the decade. This
dynamic has only strengthened in the wake of the economic
crisis, which presented China with opportunities to secure its
future supply at reduced prices. The World Bank projects that
China will experience nine percent economic growth next year,
which Sinopec’s president has predicted will translate into eight
percent growth in oil demand during 2010. Long-term supply
contracts Beijing signed this year with suppliers including
Venezuela and Brazil to feed this growing demand are expected
to help support ton-mile demand in coming years.

Cyclical Thinking

The current state of the tanker market reflects wider conditions
of the international economy just as the explosive growth
experienced earlier in the decade was a product of expansionary
forces that prevailed at the time. While few would understate
the seriousness of the challenges currently facing the tanker
market, it can be argued that the state of despair is heightened
when those challenges are viewed from the perspective of the
market highs experienced in the middle years of the 2000s.
Because those spikes are recent enough to fall within the
memories of even some of the market’s younger participants,
the idea of a “‘new normal” of slower growth and a focus on
distant markets can seem more daunting than it is. In
combination with continuingly strong demand from the
developing nations o f the East, only a minor demand recovery
in the West is necessary to help support tanker freight rates.
While this may not seem to be enough to reproduce the
performance of the past ten years, if the decade has taught us
anything, it’s to expect the unexpected.

Spot piyasanin ortalama ve en yiliksek kazanglari arasindaki bi-
ylk fark, sektore yeni sermaye kaynaklarinin girmesine yardimci
oldu. Tankerlerin yikselen profilleri, denizcilikle iliskili artan
halka arzlarla birlikte teslim alinan gemileri kar karsiligr satma
beklentisiyle yeni gemi siparisi ¢ilginligina yol agti. Olusan yeni
gemi bollugu, diinya petrol talebinde olusan diisiise rastladi.

Talep Artiyor

Fiyatlarin ylkseldigi bu piyasayr daha cok gelismekte olan diin-
yada hizla artan ham petrol ve rafine lriin talebi destekliyordu.
Asadidaki grafikte de goriilebilecegi gibi, Cin’in artan talebi, gec-
tigimiz on yillik stirecte genel ham petrol ve rafine Uriin talebin-
deki artista 6zellikle dnemli bir rol oynadi.

Talep artisi Amerika Birlesik Devletleri ve diger talep merkezle-
rinde 2005 sonrasinda zayiflamaya baslarken, on yillik sirecin
ikinci yarisi boyunca Cin’de tutarli bir sekilde artan talep Glkeyi
piyasanin merkezine oturttu. Bu dinamik ancak ekonomik krizin
sonunda gliglendi ve bu durum Gin’e gelecekteki arzi diistik fiyat-
larla teminat altina alma imkani verdi. Diinya Bankasi Gin’in
ontimuizdeki yil ylizde 9’luk bir ekonomik blylime gergeklestire-
cedini éngdriyor. Sinopec’in baskani bunun 2010 yili boyunca
petrol talebinde ylizde 8’lik bir artisa karsilik gelecegini sdyllyor.
Beijing’in bu yil artan talebi karsilamak icin Venezuela ve Bre-
zilya dahil tedarikgilerle imzaladigi uzun siireli tedarik anlasma-
larinin, 6ntimiizdeki yillarda ortaya cikacak ton-mil talebini des-
teklemeye de yardimci olmasi bekleniyor.

Donemsel Diisiince

Tanker piyasasinin mevcut durumu, aynen bu on yillik stirecin
baslarinda yasanan patlamanin o zamanlar hakim olan genisleme
gliclerinden kaynaklanmasi gibi, uluslararasi ekonominin daha
genis kosullarini yansitiyor. Halen tanker piyasasinin karsi karsi-
ya oldugu sikintilarin ciddiyetini hafife alanlar varken bu umut-
suzlugun, 2000‘li yillarin ortalarinda yasanan yiiksek piyasalar
perspektifinden bakildiginda daha da arttigi sdylenebilir. Bu ani
degisiklikler o kadar yakin zamanlarda yasandi ki, piyasadaki
geng oyuncularin bile bunlari hafizalarinda tasiyor. Dolayisiyla,
“yeni normal” yavas biyiime ve uzak piyasalara yogunlasma fik-
ri oldugundan daha korkutucu goériinebilir. Tanker navlun licret-
lerinin desteklenmesi icin Dogunun gelismekte olan ulkelerinde
talebin gliglti seyretmesiyle birlikte, Batida talepte kiigiik bir to-
parlanma gerekiyor. Bu gectigimiz 10 yilda yasanan performan-
sin aynisinin elde edilmesi igin yeterli gériinmese de, bu ddnemin
bize 6grettigi gibi, beklenmeyeni beklemek gerekiyor.
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STOCKING SLIPPAGE

This time last year, the tanker market found itself partially
insulated from the pressures being felt in other shipping sectors,
but nevertheless many remained fearful that 2009 would see the
market wracked by cancellations and bank failures. While the
past year has certainly been challenging for tankers, the worst
sale and purchase market fears have yet to materialize.

What did materialize this year was a sharp drop in the value of
both modern and secondhand tonnage. As shown in the chart
below, the assessed value of secondhand tonnage and newbuild
VLCC orders fell by 32 percent and 29 percent, respectively,
since December of 2008, a decline which has only recently
showed signs of slowing. As the market looks forward to 2010,
uncertainty about the immediate future remains but is somehow
eased by a sense that last year’s crash created opportunities
likely to propel an eventual uptick in sale and purchase activity.

After years of relatively easy access to financing from banks,
liquidity problems in the wake of the economic crisis brought
sale and purchase activity to a virtual standstill in early 2009.
Many owners were forced to negotiate waivers and extensions of
existing debt covenants. Liquidity problems forced others to
seek alternative sources of financing. Some owners entered into
restructuring agreements with their banks, in some cases
involving equity and bond issues. While some deals were highly
publicized, shipowners tried their best to keep their financial
situations out of the public domain. Most recently, the
availability of Exim financing from Chinese lenders has created
some hope for shipowners in need of cash. Traditional sources

STOK KAYMASI

Gectigimiz yi1l bu zamanlar, tanker piyasasi diger denizcilik sek-
torlerinde hissedilen sikintilardan kismen uzakta goriiniiyordu.
Ancak ne yazik ki, bircoklari piyasanin iptaller ve banka iflasla-
riyla batmasindan korkuyordu. Gegen yil tankerler igin tabii ki
sikintili gecerken, alim satim piyasasinin en buyiik korkusu hentiz
gerceklesmedi.

Bu yil gerceklesen sey, hem modern hem de ikinci el tonaj deger-
lerinde sert bir dlstis yasanmasiydi. Asadidaki grafikte de goste-
rildigi gibi, ikinci el ve yeni insa VLCC siparisleri icin belirlenen
degerler 2008 yili Aralik ayina kiyasla sirasiyla ylizde 32 ve yliz-
de 29 oraninda distl. Bu distlis, ancak simdilerde bir yavaslama
isareti gosterdi. Piyasa 2010’u Umitle beklerken, yakin gelecek
ile ilgili belirsizlik bir sekilde gegen yil yasanan ¢okiistin alim-sa-
tim faaliyetlerinde bir artisa neden olabilecek firsatlar yarattigi
distincesiyle hafifledi.

Bankalardan finansman saglamanin nispeten kolay oldugu yillar-
dan sonra, ekonomik kriz sonrasinda ortaya ¢ikan likidite sikin-
tist 2009 yilinin baglarinda alim-satim faaliyetlerini neredeyse
bir durma noktasina getirmisti. Bircok armatdr mevcut borg s6z-
lesmeleri ile iliskili olarak feragat ve slire uzatimi gdriismelerin-
de bulunmak zorunda kaldi. Likidite problemi digerlerini alterna-
tif finansman kaynaklari aramaya zorladi. Bazi armatérler ban-
kalariyla yeniden yapilandirma anlasmalari yapti ve bazi durum-
larda bu anlasmalarda 6zkaynak ve tahvil sorunlari s6z konusu
oldu. Bazi anlagsmalar kamuya son derece acgik hale gelirken, ar-
matdrler mali durumlarini kamuoyundan gizli tutmak icin elle-
rinden geleni yapti. Cok yakin bir zamanda, Cinli bankerlerce

HISTORICAL VLCC PRICE ASSESSMENTS HISTORICAL VLCC PRICE ASSESSMENTS
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of lending, though, became prohibitively expensive and often
carried stricter loan covenants.

With financing very hard to come by and reduced crude oil and
refined product demand weighing heavily on market sentiment,
activity slowed and asset prices fell. After a period of little to
no reported activity, price levels were being assessed on an
ever-widening bid-ask spread between buyers and sellers.

To date, the only confirmed newbuilding transactions this year
have been Suezmaxes at a level of $61 million, a 34 percent
decline from December 2008 levels.

Orderbook Impact

Worsening sentiment in the sale and purchase market also had
an impact on those invested in the looming orderbook. With
owners who placed orders at shipyards during boom years
experiencing liquidity problems, the possibility of acquiring
“"distressed assets” led to the creation of a number of private
equity funds looking for such opportunities. Investors teamed up
with industry experts on the hunt for such assets, but with
limited exceptions, owners have been reluctant to sell and there
have been few cancellations in the tanker sector this year.

The vast majority of large tankers were ordered with established
yards and the net effect of the economic crisis has ultimately
just been a decline in the rate of deliveries. As shown in the
chart across, slippage in the orderbook has carried forward into
next year’s expected arrivals.

Seasons Greetings!

Bank lending is not expected to return in earnest during 2010
and shipping finance will be forced to continue adapting to
difficult conditions. Nevertheless, there is reason to hope the
worst is behind us. The reluctance of banks to make loans for
investment in tankers has been the proximate cause of some
short-term pain in the sale and purchase market, but will also
contribute to the recovery of the banks and the much-needed
balancing of vessel supply and demand.

Recent deals suggest that prices for modern tonnage have
absorbed much of the softening they are likely to experience.
Going forward, older tonnage will probably continue to see
some declines in asset prices on the order of 5 to 10 percent but
it is clear that the big percentage declines in value have already
occurred. If buying tankers is 2010’s “to-do-list”, better get
ready to step up to the plate!

saglanan EXIM finansmani, nakit ihtiyaci olan armatérler igin
umut 15191 oldu. Bununla bhirlikte, geleneksel kredi kaynaklari son
derece pahali bir hale geldi ve daha siki kredi kosullari 6ngériil-
meye basland.

Finansman elde etmenin ¢ok zor olmasi ve piyasa duyarliligini
bunaltan ham petrol ve rafine Uriin talebi azligi nedeniyle, faali-
yetler yavasladi ve varlik degerleri diistii. Neredeyse hic faaliye-
tin gorilmedigi bir donemin ardindan, fiyat seviyeleri alici ve sa-
tici arasindaki her gecen giin artan alim satim fiyatlari farki ba-
zinda degerlendiriliyordu. Bu yil bugiine kadar onaylanan tek ye-
ni inga islemi, 61 milyon dolar seviyesinde gerceklesen Suezmax
siparisleri oldu ve bu rakam Aralik 2008 seviyelerine kiyasla ytiz-
de 34’ltk bir diististi gdsteriyor.

Siparis Defteri Etkisi

Alim ve satim piyasasinda her gecen giin kétllesen piyasa duyarli-
[1§1 ayni zamanda belli belirsiz g6riinen siparis defterine yatirim
yapanlar tzerinde de olumsuz bir etki yapti. Patlama yasanan yil-
larda tersanelere siparis veren armatdrler likidite sorunlari yasiyor
ve “zor durumdaki’ varliklarin iktisap edilmesi imkani, bu tir fir-
satlar arayan 6zel sermaye fonlarinin ortaya cikmasina yol agiyor.
Yatirimcilar sektér uzmanlariyla bir araya gelerek bu tir varlikla-
ri ariyor, ancak sinirli sayidaki istisnalar harig, armatdrler satis
konusunda isteksiz ve bu yil tanker sektériinde birkag iptal yasan-
di. Buyuk tankerlerin biytk bir cogunlugu kokli tersanelere sipa-
ris edildi ve ekonomik krizin net etkisi yalniz teslimat oranlarinda
bir diisiis olarak kendini gdsterdi. Yandaki grafikte de gériilebile-
cegi gibi, siparis defterindeki diislis bir sonraki yila yayildi.

Yeni Yiliniz Kutlu Olsun!

Banka kredilerinin 2010 yili boyunca eskisi gibi olmasi beklen-
miyor denizcilik alaninda faaliyet gdsteren finans kuruluslari,
zorlu kosullara adapte olmaya devam etmek zorunda kalacak.
Bununla birlikte, en kétistiniin artik geride kaldigini imit etmek
icin sebebimiz var. Bankalarin tanker yatirimlarina kredi ver-
mekteki isteksizligi, alim ve satim piyasasindaki kisa vadeli sikin-
tinin sebebini olusturuyor. Ancak bu durum ayni zamanda banka-
larin toparlanmasina ve ¢ok fazla ihtiyag duyulan gemi arz ve ta-
lebinin dengeye kavusmasina katkida bulunacak.

Son yapilan anlagmalar, modern tonaj fiyatlarinin yasanacak bir
gevsemenin blyik bir kismini absorbe ettigini gdsteriyor. Yakin
bir gelecekte eski gemilerin varlik degerlerinde diistisler yasan-
maya devam edecek, ancak deder disuslerinde en kotil distis
oranlarinin geride kaldigr agik. Eger tanker aliminda bulunmak
2010 yihnin “yapilacaklar” listesinde varsa, harekete gecmeye
hazir olmak en iyisi.
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