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WITH A REBEL YELL
ISYAN SESLERI

Newspaper headlines have been screaming the conquest
of Tripoli, and hy all measures it appears that it is just a
matter of time until Libya’s rebel forces usurp Muammar
Qaddafi’s official rule. The world is attentively watching
as the hunt continues for Libya’s deposed leader, but
celebration in oil markets may be premature.

Gazete mangetleri Trablus’un fethini haykiriyor ve her
acidan Libya’nin asi kuvvetlerinin Muammer Kaddafi’nin
saltanatini ele gecirmesi an meselesi gibi goriiniiyor.
Diinya tahtindan indirilen Libya liderinin ele gegirilmeye
calisiimasini dikkatle izliyor, ancak petrol piyasalarinda
kutlamalara baglanmasi igin heniiz erken.

espite strong support from the international community, the

political stability of an ex-Qaddafi state remains a major

wildcard in global petroleum markets. The news of the rebels’
progress has taken the edge off of Brent crude oil prices in the short
run, but refiners dependent on light sweet crude oil imports will likely
have to keep looking elsewhere for supplemental barrels until
production fully resumes.

The price of crude oil, particularly light sweet grades, has
significantly increased since the beginning of the year, fuelled partly
by the eruption of the Libyan conflict. The civil unrest of the Arab
Spring spread to North Africa’s largest crude oil supplier in February
of this year. Brent oil prices climbed to hold above $120 per barrel
over the month of April, at times reaching levels over $125 per
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netiminden yeni cikmis Glkenin siyasi istikrari kiresel petrol pi-

yasalarinda belirsizligini koruyor. Isyancilarin gerceklestirdigi
ilerlemeyle ilgili haberler Brent ham petrol fiyatlarini kisa vadede di-
stirse de, hafif ham petrol ithalatina bagimli olan rafineriler Gretim ye-
niden eski diizeyine donene kadar baska yerlerden petrol ithal etmeye
devam etmek zorunda kalabilir.

l | luslararasi toplumun verdigi gliclii destege ragmen, Kaddafi yo-

Ozellikle hafif ham petrol olmak iizere ham petroliin fiyati yil bagindan
bu yana bilyiik oranda artti ve bunun nedenlerinden biri de Libya‘daki ig
savas. Arap Bahari bu yilin Subat ayinda Kuzey Afrika’nin en biyiik
ham petrol tedarikgisine de yayildi. Brent petrol fiyatlari Nisan ay! bo-
yunca varil basina 120 dolarin lizerinde seyretti. Bunun nedeni, ulusla-
rarasi piyasalarin kiiresel arz talep dengesinin darlasacagini dngérme-
siydi. Kayip variller, grafikte de gorilebilecegi gibi Akdeniz’deki tanker
ticaretinden elde edilen gelirlere ¢ifte darbe vurdu.

Libya’nin ham petrol Gretiminin giinde 300 bin varilin altina hizl bir
sekilde distiigii ve bunun da giinliik 1.2 milyon varilin izerinde bir
kayba karsilik geldigi tahmin ediliyor. Uretim kaybi, giinliik yaklasik
iki Aframax ytikiine karsilik geliyor ve bu durum zaten kotii seyreden
tanker arz ve talep dengesini daha da kotli bir duruma sokuyor ve nav-
lun ticretlerini dlstriyor. Tasimacilik agisindan, gemi yakit maliyet-
lerinin de artmasi armatorlerin sefer gelirlerini iyice erozyona ugra-
tarak kazanglari dlstiriyor.

DAHA DA FAZLASI

ABD'nin Libya’da (retilen ham petrole bagimhiligi gegtigimiz tg yil
boyunca blylk oranda azalirken, Akdeniz’deki alicilar ¢ok zor du-
rumlarda kaldi. 2010 yilinin Ocak ayindan 2011 yilinin Mart ayina
kadar Libya’dan petrol tagiyan ve 80,000 dwt tizeri gemilerin bildiri-
len spot kiralama hacmi, aylik ortalama 2.5 milyon MT civarinda ger-
ceklesti. Bu yiklemelerin buyiik bir cogunlugu Akdeniz’deki limanla-
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barrel, as international markets anticipated a tightened global supply
demand balance of streams priced off the benchmark. The lost barrels
dealt a double whammy to earnings on Mediterranean tanker trades,
as seen in the chart.

It is estimated that Libya’s output precipitously dropped to less than
300 kbd, reflecting a loss of more than 1.2 million barrels per day.
The lost production equated to about two Aframax cargoes per day,
exacerbating an already slackened balance of tanker supply and
demand and further eroding freight rates. From a transportation
perspective, the accompanying rise cost of bunker fuel also ate into
owners’ voyage revenues, further stressing earnings.

MORE, MORE, MORE

While US dependence on Libyan crude oil has lessened significantly
over the past three years, purchasers across the Mediterranean have
felt an immediate crunch. From January 2010 to March 2011,
reported dirty spot fixture volumes out of Libya on vessels larger than
80,000 dwt averaged over 2.5 mMT per month, the vast majority to
ports in the Mediterranean and to a lesser extent northern European
ports of UK Continent. Shipments to these destinations accounted for
76% of total reported spot fixture volume, as seen in the chart.

The effect geopolitical events can have on tanker market fundamentals
should not be understated. Earlier this year, we discussed how a
change in supply logistics has over time led to a decline in westbound
fixture volumes out of the Arabian Gulf. Since the Libyan shutout,
charterers have quoted some untraditional barrels out of West Africa
to compensate, but the bulk of OPEC’s spare capacity lies in Saudi
Arabia’s oil fields. As conflict in Libya intensified, The Kingdom began
to offer extra barrels of light crude grades to make up for cuts in
North African production. The market has since seen a noticeable
resurgence in West-bound VLCC liftings out of the Arabian Gulf as
North American and European markets sought replacement barrels, as
seen in the chart.

This continued shift in sourcing could potentially increase ton mile
demand for VLCCs, as refiners in the United States and Europe
continue to lean on Saudi Arabia for light sweet import barrels during
Libya’s transition.

IN THE MIDNIGHT HOUR

When the market will see full Libyan volumes return is really anyone’s
guess, and is largely dependent on the leadership and political stability
in Libya over the coming months. It is anticipated that Libya’s crude
oil production could begin ramping up in as soon as eight weeks,
adding 200 kbd to Libyan output. However, Libyan oil officials have
said in interviews that it may take up to a year and a half to restore
capacity to pre-outbreak levels. And if history provides any indication,
it is likely that the security at export facilities will continue to be
tenuous at best. The deposition of Qaddafi rule has been cause célébre
among markets, but there is always risk in trading in a regime you
know for a regime you don’t. As Libya’s new government finds its
footing, the market is likely to continue to see Arabian Gulf suppliers
sending replacement barrels to the United States and Europe.
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ra giderken, daha az bir kismi Ingiltere Kitasinin Kuzey Avrupa li-
manlarina gitti. Bu noktalara gerceklestirilen yliklemeler, grafikte de
gorllebilecegi gibi, toplam bildirilen spot kiralama hacminin %76'sI-
na karsilik geliyordu.

Jeopolitik olaylarin tanker piyasasinin temelleri Uzerinde olabilecek
etkileri hafife alinmamali. Bu yilin baglarinda arz lojistigindeki bir
dedisimin zaman icerisinde Basra Kdrfezi'nden batiya yonelik kirala-
ma sayisinda nasil azalmaya neden oldugunu aciklamistik. Libya’nin
ham petrol Uretiminin durdugu tarihten bu yana kiracilar, telafi igin
Bati Afrika kaynakli geleneksel olmayan petrol Gretiminden bahsedi-
yordu. Ancak, OPEC’in yedek kapasitesinin blylk bir kismi, Suudi
Arabistan’in petrol alanlarinda yatiyor. Libya’daki i¢ savasin giderek
kizismasi nedeniyle, Suudi Arabistan Kralligi Kuzey Afrika’da azalan
Uretimi telafi etmek icin ekstra hafif ham petrol sunmaya basladi.
Grafikte de gorilebilecegi gibi, Kuzey Amerika ve Avrupa piyasalari
alternatif petrol kaynaklari aramaya baslamasi nedeniyle de piyasa o
zamandan bu yana Basra Kérfezi‘'nden Batiya yonelik VLCC kirala-
malarinda gézle goriliir bir canlanmaya sahit oldu.

Ham petrol kaynaklari ile ilgili devam eden bu kayma, Amerika Birle-
sik Devletleri ve Avrupa’daki rafinerilerin Libya’daki gegis dénemi bo-
yunca hafif ham petrol konusunda Suudi Arabistan‘a bagimli kalmaya
devam etmesi, VLCC’lere olan ton mil talebinde artisa yol agabilir.

GECE YARISI

Libya’nin ham petrol Uretimine tam olarak ne zaman baslayacagini hig
kimse tahmin edemiyor ve bu bilylik oranda Libya’nin 6niimiizdeki aylar-
da kuracad siyasi istikrara bagli. Libya’nin ham petrol iiretiminin en er-
ken 8 hafta icerisinde artmaya baslayacagi éngériilliyor ve bunun sonucu
olarak dlkenin halihazirdaki Gretimine glinliik 200 bin varil eklenecek.
Bununla birlikte, Libyali petrol makamlari kendileriyle gerceklestirilen
roportajlarda tlkenin petrol Uretiminin sivil savags dncesi seviyelere tekrar
¢tkmasinin bir buguk yili bulabilecegini sdyliiyor. fhracat tesislerindeki
glvenligin en iyi ihtimalle belirsizligini korumasi da olasi. Kaddafi iktida-
rinin ¢6kmesi piyasalarda blytik yanki uyandirdi, ancak bilmediginiz bir
rejimde ticaret yapmak bildiginiz bir rejimde ticaret yapmaktan her za-
man daha riskli. Libya’nin yeni hiikiimeti belirmeye baslarken, piyasanin
Amerika Birlesik Devletleri ve Avrupa’ya telafi mahiyetinde Basra Korfe-
zi'nden petrol gittigini gdrmeye devam etmesi muhtemel.

Source // Kaynak: POTEN & PARTNERS
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WELL, LOOK AT THE TIME
HER SEY ZAMANA BAGLI

Any guest at a cocktail party knows that it is rude to double dip, bhut this etiquette lesson must have been lost on the

economy. The pervasive financial turmoil has been an unwelcome gate crasher in world markets for stocks and

commodities, and is likely to put a damper on any near-term recovery of petroleum demand in the OECD economies.

Her misafir bir partide iki kez bardagin dibini gérmenin kaba hir davranis oldugunu bilir, fakat etiket niteligindeki bu

ders ekonomi icin yitirilmis olmali. Kiiresel hale gelmis mali kriz, tiim diinyadaki hisse ve emtia piyasalarinda hiiyiik

calkantilara yol acti ve OECD ekonomilerinde petrol talebinin yakin vadede toparlanmasina sekte vurmasi muhtemel.

s freight rates are very strongly correlated with global
petroleum demand, continued weakness from the world’s
largest energy consumers is reasonable cause for alarm. In

times like these, it may be helpful to look to the past for indication
of how long we must endure this market’s insufferable company.

According to the US National Bureau of Economic Research, the
American economy has undergone six full economic cycles since
1970. Over the past four decades, recessions have generally been
preceded by major geopolitical events that cause an uncontrolled
rise in consumer prices, with a corresponding erosion of
consumption, as seen in the chart.

High oil prices pack a particular punch to the American
economy. This was true in the 1970’s, when Arab-Israeli conflict
led to OPEC’s embargo of crude oil supplies to the United States
and a four-fold increase in the price of oil, as well as the 1980’s
following the Iranian Revolution. In the past, as conflict
subsides, prices fall and American consumption resumes growth.
American petroleum demand reached a peak in 2005 at 20.8
mbd, decreasing slightly to just under 20.7 mbd prior to the
financial crisis of 2008. However, several factors are making it
increasingly unlikely that US petroleum consumption is going to
recover to those levels anytime in the near future. As we
discussed in OPEC Pickle, the multi-faceted turmoil
characterizing the Arab Spring and increased consumption from
developing Asian economies has led to a tighter global oil supply
demand balance, and is likely to sustain high oil prices over the
near term. This, along with the recent downgrade of American
debt and a very shaky Euro zone are not positive signs for
recovery of petroleum demand in these mature economies.

HINDSIGHT IS ALWAYS 20-20

Despite the weakened economic conditions and stagnant growth
in the developed economies, the US Energy Intelligence
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avlun ucretlerinin kiiresel petrol talebine kuvvetli bir se-

kilde bagimli olmasi nedeniyle, dlinyanin en blyilk enerji

tlketicilerinin zayifliginin devam etmesi, alarm canlarinin
calmasi icin makul bir sebep. iginde bulundugumuz zamanlar gibi
zamanlarda piyasanin bu durumuna ne kadar dayanmamiz gerek-
tigini gérmek icin gegmise bakmamiz yardimci olabilir.

ABD Ulusal Ekonomik Arastirma Dairesi‘ne gére Amerikan ekono-
misi 1970 yilinda bu yana tam alti ekonomik dénemden gegti. Gra-
fikte de gdriilebilecegi gibi, gectigimiz kirk yil boyunca ekonomik
durgunluklarin éncesinde genellikle 6nemli jeopolitik olaylar mey-
dana gelmis ve bu olaylar tiketici fiyatlarinda kontrol edilemez
ylkselise neden olarak ve tliketim erozyonuna yol agmis.

Yuksek petrol fiyatlari Amerikan ekonomisine bliylik darbe vuru-
yor. Arap-Israil anlagmazhiginin OPEC’in Amerika Birlesik Dev-
letleri‘'ne ybnelik ham petrol arzina ambargo koymasina ve ham
petrol fiyatlarinin dért kat artmasina yol actigr 70°li yillar ve ay-
rica 80’li yillarda iran Devrimi sonrasinda da ayni durum gdzlem-
lenmisti. Ge¢miste anlasmazliklar azaldik¢a fiyatlar diistiyor ve
ABD'nin tilketimi artmaya devam ediyordu. Amerika Birlesik Dev-
letleri’nin petrol talebi, 2005 yilinda giinlik 20.8 milyon varille
zirve yapmis ve 2008 yilindaki mali krizden 6nce giinlik 20.7 m
varilin hemen altina inmisti. Bununla birlikte birkag faktér ABD
petrol tiiketiminin yakin gelecekte ayni seviyelere tekrar ¢ikmasi-
nin mimkiin olmamasina yol agiyor. Yukarida da belirtildigi gibi,
Arap Baharini karakterize eden ¢ok yonlii kargasa ve gelismekte
olan Asya ekonomilerinin artan tiiketimi, kiiresel petrol arz ve ta-
lep dengesinin daralmasina yol agti ve bu nedenle yakin vadede
petrol fiyatlarinin ylksek seyretmeye devam etmesi kuvvetle muh-
temel. Amerika Birlesik Devletleri’nin yakin zamanlarda yasadigi
borg krizi ve Euro bdlgesinin son derece sagliksiz olmasiyla birlik-
te bu olgun ekonomilerdeki petrol talebinin toparlanmasina yéne-
lik olumlu bir isaret olarak gorilmiyor.

GLOBAL OIL DEMAND VS. CRUDE OIL PRICE 1970-2010
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Administration (EIA) still expects that global crude oil demand
will increase modestly over the near term. According to the
organization’s latest Short Term Energy Outlook, released
earlier this month, global demand is anticipated to rise just over
1.6 mbd over the next two years to reach 89.8 mbd by 2012.
However, this outlook for total global demand is over 3.6 mbd
lower than was projected prior to the beginning of the 2008
recession, and includes the caveat that the EIA’s projections do
not yet fully reflect the impact of recent financial and economic
developments. Additionally, global growth will have to rely even
more strongly on consumption increases in Chinese demand, as
seen in the chart.

One may wonder how tanker rates can remain in the doldrums
even as net global petroleum consumption continues to rise, but
one must look at tanker demand in the context of tanker supply.
Tanker market cycles mirror those of the global economy, and
oscillation between boom and bust has been characteristic of the
industry over the past fifty years. As global crude oil demand
increases, so does demand for petroleum transportation. As
markets tighten, rates increase. And as shipowners’ incomes rise,
so does their incentive to invest in tanker newbuildings.

There is a saying in shipping that if one tanker is needed, ten
owners will build it, and these ten ships may deliver into the
market just as demand begins to contract. In the 1970’s, the
VLCC fleet grew from just under 200 vessels at the end of 1973
to 450 vessels at the end of 1977, even after 100 vessels were
cancelled. The staggering increase in capacity was more than the
market could bear, and those who have been in the business long
enough remember the early 1980’s as a particularly painful
time. Since the end of 2008, the VLCC fleet has grown by over
80 ships, and average earnings on the Arabian Gulf to Far East
trade over the course of this year have remained over 68% lower
than the ten year historical average. But as bad as it may seem,
2011 is no 1981. While it seems that the next few years are still
likely to sting, the past has also shown that unforeseen events
can quickly change a market when you least expect it.
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COMPARATIVE OIL DEMAND OUTLOOKS - 2006 VS. 2011

KARSILASTIRMALI PETROL TALEBi TAHMINLERI - 2006, 2011
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GEQMi§TEN ALINACAK DERSLER

Gelismis ekonomilerdeki zayif ekonomik kosullar ve durgun seyre-
den blylime oranlarina ragmen, ABD Enerji Enformasyon idaresi
(EIA) hala kiresel ham petrol talebinin 6niimiizdeki donemde mi-
tevazi bir artig gosterecegini timit ediyor. idarenin bu ay baslarin-
da yayinlanan son Kisa Vadeli Enerji Gorlinim0 raporu, kiresel
talebin d6niimizdeki iki yil boyunca gilinliik 1.6 milyon varil arta-
rak 2012 yilinda giinliik 89.8 milyon varile ulasacagini éngdrlyor.
Bununla birlikte bu tahminin 2008’de yasanan ekonomik durgun-
luk dncesinde yapilan tahminden giinliik 3.6 milyon varil daha di-
stik olmasinin yani sira, heniiz son mali ve ekonomik gelismeleri
tam olarak yansitmadigina da dikkat edilmeli. Bunlara ilave ola-
rak kiiresel biyiime grafikte de gorilebilecedi gibi, Gin’in tliketim
artisina daha da fazla glivenmek zorunda olacak.

Net kiiresel petrol tiiketiminin artmaya devam ettigi bir ortamda
tanker lcretlerinin neden diisiik seyrettigi merak konusu olabilir.
Ancak bu durum, tanker arzi baglaminda ele alinmali. Tanker piya-
sasl, kiiresel ekonomiyi yansitir ve patlama ve ¢okils arasindaki dal-
galanma, gectigimiz 50 yildir sektdriin karakteristik ézelligini gos-
teriyor. Kiresel ham petrol talebi arttikca, petrol tasimaciligina
olan talep de artar. Piyasalar daraldik¢a Ucretler yikselir. Arma-
torlerin gelirleri arttikca da, yeni tanker yatirimi yapmak isterler.

Denizcilikte bir soz vardir: yalnizca bir tanker ihtiyaci varsa, on
armator birer tanker insa eder ve bu 10 tanker talep ortaya ¢ikti-
g1 anda piyasaya girer. 70’li yillarda VLCC filosu 1973’lin sonun-
daki 200 adetten, 1977 sonunda 100 gemi iptal edildikten sonra
dahi 450 adede ¢ikti. Kapasitedeki bu sasirtici artis, piyasanin da-
yanabilecedinin de lizerindeydi ve bu is icinde yeterince uzun sire
bulunanlar 80’li yillarin baslarini olduk¢a aci verici bir dénem
olarak hatirlar. 2008 yilinin sonundan itibaren VLCC filosu 80
adet blyldi ve Basra Korfezi-Uzakdogu ticareti ortalama kazan-
ci bu yil boyunca, on yillik tarihi ortalamanin %68 altinda seyret-
ti. Ancak her ne kadar ko6t goriiniirse goriinsiin, 2011 yili 1981
yili gibi degil. Ontimiizdeki 5 yil zor gececek gdrinse de, 6ngorii-
lemeyen olaylar hic de beklemediginiz bir anda piyasanin gdrini-
mind hizla degistirebilir.

Source // Kaynak: POTEN & PARTNERS
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