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ROYAL FLUSH
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April 2011 will be remembered as the month of the Royal Wedding hy many, but it has also heen an important

month for the tanker industry. The past month saw the highest volume of cargo lifted on VLCCs on average

over the past two years and more impressively since August 2005, hased on reported spot fixture data.

2011 yili Nisan ay1 hirgoklar icin Kraliyet Diigiiniiyle hatirlanacak bir ay oldu. Ancak tanker sektorii icin de hir

o kadar dnemli hir donemdi. Gectigimiz ay, bildirilen spot kiralama verileri bazinda olmak iizere son iki yil

hoyunca ve hatta daha da onemlisi 2005 yili Agustos ayindan hu yana VLCC’ler tarafindan tasinan ortalama

kargo hacmi en yiiksek seviyesine ulasti.

he feat is particularly remarkable considering the

lingering fears in the market over oil demand destruction

and prolonged sluggish global economic growth.
However, despite the marked increase in VLCC demand, rates
have remained noticeably sluggish.

RESISTANCE IS FEUDAL

The chart below illustrates the growing disconnect between
VLCC demand, measured by reported liftings in the Arabian
Gulf, and benchmark route earnings.

VLCC rates from the Arabian Gulf to the Far East have
averaged $8,300/day over April, representing a decline of
over 74% from the 2010 average despite an increase in
VLCC demand of 12% over the same period. The trend is
most evident following June 2010 where vessel demand in the
region strengthened and remained fairly stable overall, and
yet VLCC earnings lost substantial value and have been
sustained at relatively dismal levels thereafter.

ALL THE KING’S HORSES

The main culprit behind the erosion of VLCC market rates
has not been demand, but rather supply. The chart below
shows the VLCC market balance in the Arabian Gulf based on
reported spot fixture data.

While many savvy market observers might be quick to chalk
up low rates to weak demand, the above chart demonstrates
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u basari 6zellikle piyasada petrol talebinde azalma ola-

bilecedi korkusu ve kiiresel ekonominin agir adimlarla

blylimesinin uzamasi géz oOndne alindiginda daha da
onemli bir hale geliyor. Yine de, VLCC talebinde meydana ge-
len bu dnemli artisa ragmen Ucretler dikkat cekici bir sekilde
diustik seyretmeye devam etti.

FEODAL DIiRENC

Asagidaki grafik, Basra Korfezi’‘nde bildirilen kiralamalarla
6lclilen VLCC talebiyle gdsterge hat kazanclari arasindaki ko-
puklugun arttigini gosteriyor.

Basra Korfezi’'nden Uzakdogu’ya VLCC Ucretleri Nisan ayi bo-
yunca gunlik ortalama 8,300 USD civarinda gercgeklesti. Bu
rakam, ayni dénemde VLCC talebi ylizde 12 oraninda artmasi-
na ragmen 2010 yili ortalamasindan %74’lin Uzerinde bir di-
suse karsilik geliyor. Bu egilim, bdlgedeki gemi talebinin artti-
g1 ve genel olarak oldukga istikrarli seyrettigi 2010 yili Hazi-
ran ayl sonrasinda en belirgin hale geldi. Yine de VLCC gelir-
leri buylk deger kaybetti ve sonrasinda da nispeten diislk sevi-
yelerde kaldi.

VLCC ARZ VE TALEP DURUMU

VLCC lcretlerinin erozyona ugramasinin ardindaki ana neden
talep degil, daha ziyade arzdi. Asadidaki grafik Basra Kérfe-
zi‘nde bildirilen spot kiralama verileri bazinda VLCC piyasa
dengesini gosteriyor.

ARABIAN GULF VLCC LIFTINGS & EARNINGS
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that VLCC demand has not only recovered in the AG to
prefinancial crisis levels but in fact rebounded to well above

historical average levels.

Yet since 2005 the VLCC fleet has grown by approximately
22%, straining fundamentals in a market that saw demand
dip significantly following 2008. The next 30-day spot VLCC
availability in 2011 is up 85% from the 2005 average
creating a significant dampening effect in the market. Over
the past 12 months in particular, spot availabilities in the
region have begun to climb as new, modern tonnage delivers
into the trading fleet. Regional availabilities increased 30%
in @1 2011 from Q1 2010.

HAPPILY EVER AFTER?

Thus as the global economy and thereby crude markets turn

a corner, vessel supply pressures may stymie parallel growth
in the VLCC sector. The influx of newbuildings into the VLCC
trading fleet will continue to absorb incremental demand
increases. The modernization of the trading fleet may,
however, turn out to be a boon to shipowners. The wide
availability of modern tonnage is beginning to shift charterer
preferences for younger vessels, suggesting the pressure to
remove non-double hull and older double hull tonnage could
continue to mount. The potential for age preferences to create
a multi-tiered market could see VLCC earnings begin to

capitalize on demand gains.
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BASRA KORFEZI VLCC ARZ VE TALEP DENGESi

ARABIAN GULF VLCC SUPPLY & DEMAND BALANCE
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Bircok bilgili piyasa gézlemcisi zayif talep icin hemen dislik lic-
retler dngorirken, yukaridaki grafik VLCC talebinin AG’de mali
krizin dncesindeki seviyelere toparlanmasinin yani sira aslinda ta-
rihi ortalama seviyelerin de oldukca Uzerine ¢iktigini gdsteriyor.

Bununla birlikte, 2005 yilindan bu yana VLCC filosu, ézellikle
2008 sonrasinda talebin dibe vurdugu zamanlarin gorildigi bir
piyasada temelleri zorlayarak yaklasik %22 oraninda biylda.
2011 yilinda 6nlimizdeki 30 glinliik spot VLCC bulanabilirligi
2005 yilindaki ortalamadan ylizde 85 daha yiiksek ve bu durum
piyasada hatiri sayilir bir bastirma etkisi yaratiyor. Ozellikle
gectigimiz 12 ay boyunca bdlgedeki spot VLCC bulunabilirligi,
ticaret filosuna yeni ve modern tonaj teslimatlari ile artmaya
basladi. Bdlgesel bulunabilirlikler 2011 yilinin birinci geyregin-
de 2010 yilinin birinci ceyredine kiyasla ytizde 30 atti.

PiYASA MURADINA ERECEK Mi?

Kiresel ekonomi ve dolayisiyla ham petrol piyasasi kritik nok-
tayi atlatirken, gemi arz baskilari VLCC sektériindeki paralel
blylimenin yoluna tas koyabilir. Talepte her gecen meydana ge-
len artisi karsilamak i¢in VLCC ticaret filosuna birgok yeni in-
sa geminin eklenmesi devam edecek. Bununla birlikte, ticaret
filosunun modernizasyonu armatérler icin bir avantaja déntse-
bilir. Modern tonaj bulunabilirliginin artmasi, kiracilarin ter-
cihlerini daha geng gemilere kaydirmaya basliyor. Bu da ¢ift ci-
darli olmayan tonaj ile eski ¢ift cidarli tonajin filodan cikaril-
mas! yonindeki baskinin artmaya devam edecegini gdsteriyor.
Yas tercihlerinin cok katmanli bir piyasa yaratma potansiyeli,
VLCC kazanglarina talepte meydana gelen artistan yarar sag-
lamaya baslamasina yol agabilir.

Source // Kaynak: POTEN & PARTNERS
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ALL’S QUIET ON THE WESTBOUND FRONT
BATI CEPHESINDE SESSIZLIK

While the role of the United States as the largest crude oil consumer should not be understated, a change in
supply logistics has over time led to a decline in significance of what was once a prominent tanker trade. In
2011 to-date, VLCC rates from the Arabian Gulf to the US Gulf have hardly come up for air at a time when
rates to points East from varying load areas have stahilized at more palatable levels to shipowners.

Amerika Birlesik Devletlerinin diinyanin en hiiyiik ham petrol tiiketicisi olarak rolii kiiciimsenemez. Bununla hirlikte arz lojisti-
gindeki bir degisim zaman iginde hir zamanlar dnde gelen tanker ticaretinin dneminin azalmasina yol acti. 2011 yili basindan
hu yana Basra Korfezi’'nden ABD Korfez Bolgesine VLCC iicretleri, farkh yiikleme hélgelerinden Dogudaki noktalara yonelik
iicretlerin armatorler icin daha tatmin edici seviyelerde istikrara kavustugu bir donemde pek de ara vermis goriinmiiyor.

Over time, the discount applied to voyages west has increased
largely due to the rise in Atlantic loading opportunities to meet
heightened eastern demand. On the back of slackened US import
needs, shipowners are perhaps even more competitive in seeking
these increasingly scarce opportunities. The chart below shows
the discount of the Arabian Gulf - LOOP (280kt) versus the
benchmark trade Arabian Gulf - Chiba (260kt).

The long-term average rate since 2000 for the Arabian Gulf -
East voyage is $49,400 per day, while Arabian Gulf - West is
$31,900 per day. The current context for Arabian Gulf - West
returns on a time charter equivalent basis -$4,600 per day when
calculated on a roundtrip basis. Comparing current earnings on
the Arabian Gulf - West trade to those of years past shows a
grim picture for the shipowner, but there is more to the story
than what meets the eye. In practice, it is unlikely that a vessel
will actually conclude such a roundtrip voyage.

EASTBOUND, NOT DOWN

These days, is not uncommon to see rates Arabian Gulf to the US
Gulf at negative time charter equivalent (TCE) levels as
shipowners are simply looking for repositioning cargoes that
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Zaman igerisinde batiya yonelik seferlere uygulanan iskonto
orani, artan dodu talebini karsilamak icin Atlantik’teki ylkle-
me firsatlarinda meydana gelen artis nedeniyle biylik oranda
yikseldi. ABD’de hiz kesen ithalat ihtiyaci nedeniyle armator-
ler bu her gegen giin azalan firsatlardan yararlanmak igin bel-
ki de her zamankinden daha rekabetci bir hale geldi. Asagida-
ki grafik, Basra Korfezi - LOOP (280 kt) iskontosuna karsilik,
referans Basra Kérfezi - Chiba (260 kt) ticaretini gdsteriyor.

2000 yilindan bu yana Basra Koérfezi - Dogu seferi igin uzun
vadeli ortalama licret buglin 49,400 USD/glin iken, Basra K&r-
fezi - Bati seferi igin 31,900 USD/giin seviyesinde. Basra Kor-
fezi - Bati seferleri, gidis-donls bazinda hesaplandiginda gilin-
G0 4,600 dolardan TCE temeline geri dénliyor. Basra Korfe-
zi - Bati ticaretinde buglinkl gelirler o yillarla karsilastirildi-
dinda, armatdrler icin son derece kotu bir tablo ortaya ¢ikiyor,
ancak hikayede go6ziin gordigiinden daha fazlasi var. Uygula-
mada bir geminin bunun gibi bir gidis-d6nils seferini tamamla-
masi mimkin gérinmayor.

DOGU YONU

Buglinlerde, Basra Korfezi ille ABD Korfez Bdlgesi arasinda
negatif TCE seviyelerinde lcretler gormek o kadar alisiimadik
bir durum degil. Zira armatorler sadece gemilerini Atlantik
havzasina getirecek yiikler pesinde. Atlantik Havzasi’‘nda, di-
der bir deyisle Afrika, Karayipler ve Gliney Amerika’nin dogu
kiyilarindaki ylUkleme limanlarindan, Uzakdogu, Glineydogu
Asya ve Hindistan’daki bosaltma limanlarina yonelik VLCC
spot kiralama hacmi, geleneksel Basra Korfezi‘nden ABD’ye
yonelik ticarete kiyasla biiylik oranda artig gdsterdi. Gectigimiz
3 yil boyunca Atlantik Havzasi’ndan dogu piyasalarina yonelik

ARABIAN GULF - WEST DISCOUNT
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bring their vessels to the Atlantic Basin. The volume of VLCC
spot fixtures going from load ports in the Atlantic Basin -
namely West Africa, the Caribbean, and the east coast of South
America - to discharge ports in the Far East, Southeast Asia,
and India has increased significantly in proportion to the
traditional Arabian Gulf to United States trade. In the past three
years, the number of VLCC fixtures moving from the Atlantic
Basin to eastern markets has been over double those from the
Arabian Gulf to the US, as shown in the chart below.

There has been a general shift in the market towards Atlantic
Basin crudes moving to eastern destinations. This indicates that
there is ample opportunity for owners to take advantage of the
more attractive economics of a triangulation voyage in which a
ship picks up a second “‘backhaul” cargo instead of returning to
its original load port in ballast. In this fashion, shipowners can
often be paid for two voyages concurrently, effectively increasing
their utilization beyond 100% from an earnings perspective.

To illustrate these economics, at today’s assessment of
Worldscale 35, the Ras Tanura - LOOP voyage would appear to
be a loss for most owners on a roundtrip basis. On the other
hand, rates from West Africa to the Far East yield time charter
equivalent earnings of around $21,000 per day at today’s
assessed rate of WS 55. Picking up this eastbound voyage as a
backhaul en route to the Arabian Gulf would result in a higher
proportion of laden days versus ballast days thus creating an
overlap in the days paid on roundtrip basis. On this basis, this
type of play increases daily earnings to almost $25,000 per day.

As immediate US demand for Arabian crude oil has slackened, the
market may be witnessing the marginalization of the Arabian Gulf to
US Gulf VLCC trade. Once an important benchmark of international
tanker earnings, it appears to have evolved into little more than a
means of repositioning. This may indicate that it is no longer
appropriate to measure the health of the market as a whole against
the seemingly abysmal earnings on this trade. Instead, earnings on
the Arabian Gulf - West trade should be viewed in the context of
diversifying and increasingly complex crude oil trade patterns.
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EXAMPLE OF VLCC VOYAGE TRIANGULATION FROM ARABIAN GULF

BASRA KORFEZi MERKEZLi UCGEN VLCC SEFERI ORNEGI
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gerceklesen VLCC kiralamalari, asagidaki grafikte de gériile-
bilecegi gibi Basra Kdérfezi‘nden ABD’ye yonelik kiralamalari

iki katinin Gzerinde gerceklesti.

Piyasada, dogu destinasyonlarina yonelik Atlantik Havzasi
ham petrolline dogru genel bir kayma s6z konusu. Bu durum,
armatérler icin gemilerin bagli olduklari yiikleme limanina bos
donmekten ziyade geri tasinacak ikinci bir yiikiin bulundugu
“icgen” bir seferden yararlanma imkani s6z konusu oldugunu
gdsteriyor. Bu uygulamada, armatérler genelde eszamanli ola-
rak iki sefer icin 6deme alabiliyor ve saglanan faydayi kazang
acisindan %100’ln Uzerine ¢ikarabiliyor.

Ornek vermek gerekirse, buglinkli Worldscale 35 degerlendirme-
sine gore Ras Tanura - LOOP seferi, gidis-donls bazinda birgok
armator icin zarar gdriinliyor. Diger yandan, Bati Afrika ile
Uzakdogu seferi ticretleri, bugiinkli WS 55 degerlendirmesi ba-
zinda glnliik 21,000 USD civarinda TCE geliri sagliyor. Dogu-
ya yonelik bu seferin Basra Korfezi’‘ne geri déniste alinan ylkin
tasinmasi amaciyla yapilmasi, geminin yikli oldugu gilin sayisi-
nin bos oldugu gilinlere kiyasla daha ytiksek bir orana sahip ol-
masini temin ediyor ve bdylece, gidis-dénis seferi bazindaki tic-
retlerle 6rtlislyor. Bu bazda olmak Uzere, bu tip bir calisma
gunlik kazanclari neredeyse 25,000 USD’ye cikariyor.

ABD’nin Arap ham petrol talebinin azalmasi nedeniyle, piyasa
Basra Korfezi‘nden ABD Kérfez Bolgesi‘ne yonelik VLCC ticare-
tinin marjinallesmesine tanik olabilir. Bir zamanlar uluslararasi
tanker gelirlerinin dnemli bir gdstergesi olan bu ticaret, bir yeni-
den pozisyonlama aracindan biraz daha fazlasi bir konuma gelmis
goriintiyor. Bu da, piyasanin bir bitiin olarak sagliginin artik bu
ticaretin kot gdriinen kazanglarina karsi élgtilmesinin dogru ol-
mayacagdini gosterebilir. Bunun yerine, Basra Korfezi - Bati tica-
reti gelirleri, cesitlenen ve her gecen gilin karmasik bir hale gelen
ham petrol ticaret bicimleri baglaminda degerlendirilmelidir.

Source // Kaynak: POTEN & PARTNERS
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