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THE OTHER CANAL

As the world’s attention remains set on events unfolding in
Egypt, the market continues to carefully monitor the stability of
the Suez Canal. Volatility at shipping choke points has the
potential to change the rate environment overnight. This week
marks a notable date for the world’s other famous canal an
ocean away. One year ago Wednesday, ground was broken on
the expansion project for the Panama Canal - an event that will
undoubtedly reshape world trading patterns. Taking into
account recent economic trends and developing trade routes, the
Panama Canal expansion may change the face of shipping, but
tanker markets should remain largely unaffected.

Current “Panamax’  Post “Panamax”’

Vessel Dimensions, meters Change
Beam 32 49 53%
Length 294 366 24%
Draft 12 15 25%

Current “Panamax” limitations versus “post-Panamax” limitations
demonstrate the additional capacity an expanded canal will
accommodate. The expansion will allow passage through the canal
of Panamax, Aframax, and some Suezmax vessels with the most-
limiting factor for transit remaining vessel’s draft in tropical fresh
water. At first glance, these numbers appear to be promising for
would-be arbitrageurs, but a host of obstacles stand in the way of
any potential new tanker trades developing as a result.

REFINERY RIGMAROLE

Several major factor limiting potential trade developments include
crude characteristics and port restrictions. Refineries operating on
the U.S. West Coast are increasingly looking to import Russian
ESPO crude oil from Kozmino as an alternative to dwindling
domestic supply. The light nature and low-sulfur content of the
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DIGER KANAL

Dinyanin dikkati Misir'da yasanan gelismelere yogunlasmigken,
piyasa Stlveys Kanali‘nin istikrarliligini dikkatli bir sekilde takip
etmeye devam ediyor. Deniz tasimaciliginin dar gegitlerindeki is-
tikrarsizlik, navlun lcretleri ortamini bir gecede degistirme potan-
siyeline sahip. Bu hafta da, okyanusun dteki tarafinda diinyanin di-
ger bir dnemli kanali icin dikkate deger bir gelisme s6z konusu. Bir
yil dnce bir Carsamba giinl, Panama Kanali’nin genisletilmesi
projesinin temeli atilmisti. Bu olay hig¢ sliphesiz diinyanin ticaret
modelini yeniden sekillendirecek. Son ekonomik trendleri ve gelis-
mekte olan ticaret yollarini da goz oniinde bulundurdugumuzda,
Panama Kanali’‘nin genisletilmesi denizciligin ylzlni dedistirebi-
lir, ancak tanker piyasalarinin genel olarak bu degisimden pek et-
kilenmeyecedi soylenebilir.

Mevcut “Panamax’”  Post “Panamax’’

Gemi Boyutlari, metre Dedisim
En 32 49 %53
Boy 294 366 %24
Su cekimi 12 15 %25

Mevcut Panamax sinirlamalarina karsilik post-Panamax sinirlama-
lari, genisletilmis kanalin kabul edebilecedi ilave kapasiteyi gdsteri-
yor. Genisletme calismalari, Panamax, Aframax ve bazi
Suezmax tipi gemilerin gegisine imkan saglayacak. Gegis icin en si-
nirlayici faktdr, gemilerin tropik tatl sulardaki drafti olarak karsi-
miza cikiyor. 1lk bakista bu rakamlar arbitraj adaylari igin Gimit
verici gdriinliyor, ancak sonug olarak gelisen olasi yeni tanker tica-
retlerinin dnilinde duran bircok engel s6z konusu.

RAFINERiI SACMALIGI

Olasi ticaret gelismelerini engelleyen birkag 6nemli faktdr arasinda,
ham petrol karakteristikleri ve liman sinirlamalari bulunuyor.
ABD'nin bati kiyilarinda faaliyet gdsteren rafineriler, azalan yerel
tedarike alternatif olarak her gecen giin Kozmino’dan Rus ESPO
ham petroliini ithal etmeyi daha fazla istiyor. ESPO ham petroliiniin
hafif niteligi ve dlstik kikirt icerigi, onu daha agir Venezuela ham

CRUDE OIL TRADE LANES TO U.S. TRANSITING PANAMA CANAL

Existing trade lane // $imdiki ticaret yolu

Potential trade lane // Olasi ticaret yolu

ESPO crude oil make it a more attractive alternative to heavier
Venezuelan crude oil, eliminating any would-be need for Aframax
or Suezmax tankers loading in the Caribbean for discharge on the
U.S. West Coast.

Furthermore, size restrictions in the major U.S. West Coast ports
also discourage use of larger vessels for crude oil imports. Outside
of Los Angeles, there is not a port on the U.S. West Coast capable
of accommodating a laden tanker larger than Aframax size.
Lightering even a laden Suezmax outside these ports given the cost
would likely become uneconomical.

Although Ecuadorian, Mexican, and Russian crude oils comprise
the majority of imports to the U.S. West Coast, the map above
demonstrates the limited tanker trade currently moving crude oil
both east and west on Panamax vessels through the canal and
potential future trade routes. From 2007 through 2010, the total
number of reported Panamax spot fixtures originating east of the
Panama Canal bound for discharge on the U.S. West Coast ranged
between 20-30 fixtures per year. An even smaller number of
Panamax vessels transited from Ecuador for discharge in the U.S.
Gulf or Caribbean. These trades, as well as a limited Suezmax
trade to the Far East, and a budding Suezmax trade between
Brazil and the U.S. West Coast would likely be those most affected
by the canal expansion. Another potential trading opportunity that
may exist under an expanded canal would be light-loading of
Suezmax or Aframax vessels in West Africa for discharge on the
U.S. West Coast. Although feasible, port restrictions and economic
conditions in the future will need to be closely considered before
any such trade develops.

CHINESE MISCONCEPTIONS

There are a number of sources that have cited the future canal
expansion as a benefit to Chinese oil importers. Although there
is growing Chinese demand for Caribbean (specifically
Venezuelan) crude oil, canal expansion should have very little
impact on Chinese imports considering current market trends.
Fully-laden Suezmax vessels would be required to offload
material prior to any canal transit given projected depth
limitations post-expansion. Combined with the fact that VLCCs
carrying Venezuelan crude oil to the Far East present a more
economical alternative to fixing a Suezmax for transit through
the canal and across the Pacific, the prospects for Chinese
importers on the tanker side are not particularly appealing.

WHAT BENEFITS?

Looking at total volumes of ship types transiting the canal and
existing trade patterns, the scheduled Panama Canal expansion
looks to impact the dry bulk shipping market in a more substantial
way than it will tanker markets. Lack of a significant tanker

petroliine karsi cekici bir alternatif haline getiriyor. Bu ayrica
ABD'nin bati kiyilarinda tahliye edilmek Uzere Karayipler'de yiikle-
nen Aframax veya Suezmax tankerlere duyulacak ihtiyaci da orta-
dan kaldiriyor.

Ayrica, ABD’nin bati kiyilarindaki belli basl limanlarinda uygula-
nan boyut sinirlamalari da, ham petrol ithalati icin blyiik boyutlu ge-
milerin kullanimi konusunda caydirici bir etken. ABD’nin Bati Kiyi-
larinda Los Angeles disinda Aframax’tan daha bilylik boyutlu yuikli
tankerleri kabul edebilecek bir liman yok. YUkl bir Suezmax’in bu
limanlar disinda mavnalarla tahliye edilmesinin maliyeti de ekono-
mik bir ¢6zim dedil.

ABD’nin bati kiyilarindan ithal edilen ham petroliin blylk bir kismi-
ni Ekvator, Meksika ve Rus petrolleri teskil etmesine ragmen, yuka-
ridaki harita ham petrolii halen hem dogu, hem de bati istikametinde
Panamax gemilerle kanal Uzerinden tasiyan mevcut sinirli tanker
ticareti ve gelecekte ortaya cikabilecek ticaret yollarini gdsteriyor.
2007'den 2010 yilina kadar, ABD’nin bati kiyilarinda tahliye edil-
mek Gzere Panama Kanali’nin dogusunda gerceklestirilen bildirilmis
spot Panamax kiralamalarinin toplam sayisi yilda 20-30 arasinda
degisiyordu. Daha da az sayida Panamax gemi, ABD Korfez Bolgesi
veya Karayipler'de tahliye edilmek Uzere Ekvator'dan gegis yapmis
bulunuyor. Bu faaliyetlerin yani sira Uzakdogu’ya yonelik sinirli
Suezmax ticareti ile birlikte Brezilya ile ABD’nin bati kiyilari arasin-
da filizlenen Suezmax ticareti, kanalin genislemesinden en fazla etki-
lenecek olan faaliyetler olarak karsimiza ¢ikiyor. Kanalin genisletil-
mesi sonrasinda ortaya ¢ikabilecek baska bir olasi ticaret firsati da,
Suezmax ve Aframax gemilerin ABD’nin bati kiyilarinda tahliye edil-
mek lzere Bati Afrika’da yliklenmesi olabilir. Uygulamaya gecmeden
once bu ticaretin gelisebilmesi icin ileride ortaya ¢ikabilecek liman
sinirlamalari ve ekonomik kosullarin yakindan incelenmesi gerekiyor.

CiN iLE iLGILI YANLIS KANILAR

Panama Kanali’nin genisletilmesinin Cinli petrol ithalatcilari igin
fayda saglayacadini dngdren bircok kaynak mevcut. Gin‘de Karayip-
ler (6zellikle Venezuela) bodlgesinden cikarilan ham petrole olan
talebin artmasina ragmen, mevcut piyasa trendleri de g6z dnilinde
bulunduruldugunda, kanalin genisletilmesinin Cin’in ithalatlari tze-
rinde cok az bir etki yapmasi s6z konusu. Genisletme calismalarinin
tamamlanmasi sonrasinda ongorilecek tahmini derinlik sinirlamala-
ri 9oz online alindiginda, tam ylkli Suezmax gemiler kanal gegisi
oncesinde yiiklerini azaltmak zorunda kalabilir. Venezuela ham pet-
rollinli Uzakdogu’ya tasiyan VLCC’lerin, kanal ve Pasifik Okyanusu
lUzerinden seyir gergeklestirecek bir Suezmax kiralamaya daha eko-
nomik bir alternatif teskil ettigi gercedinin de eklenmesiyle, Cinli
ithalatcilarin tanker tarafindaki beklentileri 6zellikle cazip degil.

HANGI FAYDALAR?

Kanaldan gegen gemi tiplerinin toplam hacimleri ile mevcut ticaret
bicimlerine baktigimizda, Panama Kanali'nin planlanan genisletme
calismalari tanker piyasalarina kiyasla kuru dékme yiik tasimacilig
piyasasini daha kayda deder bir sekilde etkileyecek gdriiniyor. Ha-
len kanaldan gecen tanker hacminin gok yiiksek olmamasi, kanalin
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volume currently moving through the canal is the most obvious
reason the canal expansion is being greeted with little fanfare or
notoriety by owners and charterers. To the contrary, vessels laden
with Chinese-produced goods and materials bound for U.S. East
Coast ports will enjoy significant cost savings and route economics
avoiding a trip through the Straits of Magellan.

The tentative completion date for the canal expansion in April
2014 leaves plenty of time for trade patterns to change and new
arbitrage opportunities to present themselves. Just as recent events
in the Suez have caught the world’s attention generating a great
deal of buzz with little impact, the Panama Canal expansion may
do much of the same. Whether market participants have the will or
find the way to capitalize on the expanded canal’s roomier
dimensions is yet to be seen. In today’s environment, there would
appear to be very little potential impact on current tanker markets.

THE RUMOR MILL

A single act of self immolation in Tunisia over two months ago has
been attributed to starting the current blaze of revolution in the
Middle East. Details of the “'Jasmine Revolution” spread quickly,
however media reports have been characterized by uncertainty
more than anything else. Speculation and hearsay have been
broadcasted along with eyewitness accounts, and crude oil markets
have seemingly responded to each new nugget of gossip with knee-
Jjerk reactions. Initially, the response of petroleum markets to the
situation in the Arab world seemed speculative and
disproportionately strong, as protests had not resulted in any
significant interruption to crude oil supply. That was until the spark
ignited Libya, leading to the nation declaring force majeure on
some 1.2 million barrels per day of light sweet crude oil exports.

The cutback prompted Saudi oil minister Al-Naimi to ramp up the
Kingdom’s production another half million barrels per day to
assuage the international community. Saudi Arabia’s spare

2010 GLOBAL SEABORNE CRUDE OIL EXPORTS
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genislemesinin armatdr ve kiracilar tarafindan cok da heyecanli bir
sekilde karsilanmadiginin en acik gdstergesi. Aksine, ABD’nin Dogu
Kiyilarindaki limanlara taginan Gin menseli mal ve Grlnlerle yiikli
gemiler, Macellan Bodazi lizerinden ge¢cmek yerine kanaldan gege-
rek biyik bir maliyet tasarrufu saglayacak.

Kanal genisletme calismalarinin her ne kadar belirsiz olsa da, 2014
yilinin Nisan ayinda tamamlanmasi ongoriiliyor. Bu da ticaret
bicimlerinin degismesi ve yeni arbitraj firsatlarinin ortaya ¢ikmasi
icin bol zaman oldugunu ortaya koyuyor. Ayni Siiveys Kanali’nda
meydana gelen son olaylarin biylik glrilti ¢ikararak diinyanin dik-
katini cekmesine ragmen ¢ok az olumsuz etki yaratmasi gibi, Pana-
ma Kanali'nin genisletilmesi de ayni etkiyi yaratabilir. Piyasa kati-
limcilarinin genisletilmis kanalin daha genis boyutlarindan faydalan-
maya yonelik istekleri olup olmadigini zaman gosterecek. Giinimuz
ortaminda mevcut tanker piyasalari lizerinde son derece az bir etki-
nin séz konusu olmasi biytik ihtimal.

DEDIKODU KAZANI

Ortadogu’daki son devrim riizgarinin baglamasina, Tunus’ta iki ay
kadar dnce bir kisinin kendini yakarak kurban ettigi miinferit bir
olayin yol actigi ileri stirtiliiyor. Yasemin Devrimi ¢ok kisa bir sii-
re icerisinde yayildi. Ancak medyada cikan haberlerde daha cok
belirsizlik s6z konusuydu. Gorgl sahitlerinin verdigi beyanlarla
birlikte spekllasyonlar ve soylentiler yayinlandi ve ham petrol
piyasalari da her yeni bir dedikoduya her zamanki gibi aninda tep-
ki gosterdi. Baslangigta, petrol piyasalarinin Arap diinyasindaki
duruma tepkisi spekiilatif ve orantisiz bir sekilde giiclii gériintyor-
du. Zira protestolar ham petrol tedarikinde énemli bir kesintiye yol
ac¢madi. Bu durum Libya’da ateslenen kivilcima kadar devam etti.
Ulke, giinliik 1.2 milyon varil hafif ham petrol ihracati lizerinde
miicbir sebep ilan etti.

Ham petrol tedarikinde meydana gelen bu azalma, Suudi petrol
Bakani Al-Naimi‘nin uluslararasi toplumu yatistirmak amaciyla
Kralligin Gretimini giinlik yarim milyon varil daha arttirmasina ne-
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capacity totals some 4 million barrels per day, and the country
single handedly produced over 15% of the world’s seaborne crude
oil supply in 2010, as seen in the chart below.

Saudi Arabia’s swing capacity is well in excess of Libyan
production lost since the onset of the unrest. While providing a
modicum of comfort to markets, many concerns remain.

The eruption of protests in Bahrain last week carried added
psychological weight. For the most part wealthy, religiously
moderate and accepting of foreign tourists and businesses, the
small sheikhdoms along the Arabian Gulf seemed immune from the
displays of civilian discontent flaring along the North African coast
and the sectarian violence long afflicting other countries in the
region. With the pronounced exception of Yemen, petroleum
revenues have translated into a relatively high GDP per capita for
most citizens of nations in the Arabian Peninsula, as seen in the
chart below. Noteworthy is the comparative position in the below
chart of the three countries which recently erupted in protest:
Tunisia, Egypt, and Libya.

The states of the Gulf Cooperation Council (GCC), which include
Bahrain, Kuwait, Oman, Qatar, Saudi Arabia, and the United Arab
Emirates, together supplied over 25% percent of the world’s crude
oil in 2009. The threat of political upheaval in these countries
poses varying degrees of risk to international oil supplies. However
one thing is certain, the riots in Bahrain showed clearly that the
affluent nations of the Arabian Peninsula are not immune to the
revolutionary pangs felt elsewhere in the Arab world.

The relative prosperity of these countries is likely to prove
somewhat of a double edged sword. In contrast to some other oil-
revenue based economies, the GCC nations have been proactive in
managing and extending their wealth through strategic state-
directed investments, including housing, infrastructure,
telecommunications, healthcare, and education. The influx of
wealth has contributed to dizzying economic development and
social change over the course of a generation. Largely as a result
of their governments’ successful efforts to educate and provide for
them, young people in these countries are less concerned with the
rigid social conventions of their parents’ generation, more aware of
the international community, and hungry for change.

Leadership in the region has taken heed of these uneasy tides. Upon
the outbreaks in Egypt, the Kuwaiti government promised every
citizen a check for 1,000 dinar (approximately usd 3,500) and the
King of Saudi Arabia has announced an economic aid package
estimated at 135 billion Saudi riyals (usd 36 billion) including
interest free home loans for its citizens.

Money talks, but not as loudly as the collective will of the people.
What these protests illustrate is that challenging days lie ahead for
Arab leadership with potentially more challenging repercussions for
petroleum markets and the global economy.

den oldu. Suudi Arabistan’in yedek kapasitesi giinliik 4 milyon vari-
li buluyor ve llke asadidaki grafikte de gdrilebilecedi gibi 2010
yilinda diinyanin deniz yoluyla tasinan ham petrol tedarikinin
%15'inden fazlasini tek elden tiretmis bulunuyor.

Suudi Arabistan’in esnek kapasitesi, karisikligin ortaya ¢rtkmasindan
bu yana kayip olan Libya’nin Gretiminin ¢ok lizerinde. Bu durum pi-
yasalari biraz olsun rahatlatirken, yine de bazi kaygilar s6z konusu.

Gectigimiz hafta Bahreyn’de baslayan protestolar, ilave psikolojik
agirhik yuklemeye basladi. Basra Kérfezi’‘ndeki esas olarak zengin,
thml dini inanisa sahip, yabanci turist ve sirketlere karsi hosgériilii
kiiclik seyhlikler, Kuzey Afrika kiyilarinda alevlenen sivil huzursuz-
luk gosterilerinden ve bdlgedeki diger Ulkelere uzun bir siireden
beridir sikinti veren bagnaz siddetten etkilenmemis gériinlyor.
Yemen haric olmak Uzere petrol gelirleri asagidaki grafikte de gdri-
lebilecedi gibi Arap Yarimadasi’ndaki tlkelerin bircok vatandasi igin
nispeten ylksek bir GSMH sagliyor. Kayda deger diger bir durum da
yakin bir zamanda protesto gosterilerinin patlama yaptigr Tunus,
Misir ve Libya’nin asagidaki grafikteki karsilastirmali konumu.

Bahreyn, Kuveyt, Umman, Katar, Suudi Arabistan ve Birlesik Arap
Emirlikleri‘nin Gye oldugu Korfez i§birli§i Konseyi Ulkeleri 2009
yilinda diinya ham petrol ihtiyacinin %25’inden fazlasini temin etti.
Bu lilkelerdeki siyasi karisiklik tehdidi, uluslararasi petrol tedarikine
degisen derecelerde risk teskil ediyor. Bununla birlikte kesin olan
husus, Bahreyn’deki ayaklanmalarin Arap Yarimadasi‘nin zengin
ulkelerinin Arap diinyasinda diger yerlerde yasanan devrim san-
cilarina karsi bagisik olmadigini agikga ortaya koymasi.

Bu Ulkelerin nispi refahi bu durumun hem yararli, hem de zararl ol-
dugunu gosterebilir. Petrol gelirlerine bagimli diger ekonomilerinden
farkli olarak, Korfez i§birli§i Konseyi tlkeleri zenginliklerini yonet-
mede ve konut, altyapi, iletisim, sadlik ve editim dahil stratejik
yatirimlar gerceklestirmede oldukca aktif bir tablo ciziyor. Zengin-
ligin artmasi, bir nesil icerisinde gdz kamastirici bir ekonomik kal-
kinma ve sosyal degisim yasanmasina katkida bulunuyor. Hitkiimet-
lerinin egitim ve gegimlerini saglamaya yonelik basarili ¢cabalarinin
sonucu olarak bu Glkelerdeki gengler, anne ve babalarinin ait oldugu
neslin kati sosyal gelenekleri konusunda daha az kaygi duyuyor, ulus-
lararasi toplumun daha gok farkinda ve degisime a¢ durumda.

Bolgedeki liderler mevcut huzursuzluk ortamina onem veriyor.
Misir'da bag gdsteren isyan lizerine Kuveyt hiikiimeti her bir vatan-
dagina 1,000 dinar (yaklasik 3,500 ABD dolari) ¢ek verecedi sdziini
verirken, Suudi Arabistan Krali vatandaslarina faizsiz konut kredisi
de dahil tahmini 135 milyar Riyal’lik (36 milyar ABD dolari) bir
ekonomik yardim paketi sunacagini ilan etti.

Para insani konusturur, ancak insanlarin kolektif iradesi kadar ytk-
sek sesle degil. Bu protestolar Arap liderleri zor glinler bekledigini
ve petrol piyasalari ve kiiresel ekonomi icin de olumsuz yansimalari
olacagini gdsteriyor.

Source // Kaynak: POTEN & PARTNERS
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