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Breakwave Tanker Futures Index: 1,343 VLCC Middle East-Asia Spot Rates: $11.83 Short-term Indicators:
YN 30D:12.3% N 30D: -8.6% Momentum:
YN YTD: 13.0% N YTD: -33.2% Sentiment: Positive
YN YOY: 14.4% N YOY: -15.6% Fundamentals: Positive

Bi-Weekly Report

e A rather dull market for VLCCs, as spot rates gradually soften — Summer traditionally has been a slow period for
tanker shipping and this year so far proves to be no different. Spot voyage rates remain relatively unchanged, but
higher bunker prices are placing some pressure on earnings with oil prices reaching multi-month highs. The Atlantic
market, which has been a pilar of strength in the last few years, remain relatively strong vs the Middle East market
where the recent production cuts by Saudi Arabia have reduced demand for spot vessels by a decent amount. In
addition, the fact that oil prices have rallied quite a bit has also led some Russian focused players to reposition back
to the Middle East and/or the Atlantic, as crude prices cross the ceiling price once again. As we move into September,
we expect refining demand to gradually improve, although it is not until the fourth quarter that seasonally the
market tends to pick up in terms of volume leading to stronger spot rates for the larger tankers. What remains quite
striking for the crude tanker market is the resiliency in spot rates despite the significant reductions in crude oil
export volumes for a third month in a row. As most analysts have already stressed, the tanker market remains on
track for record low supply growth over the next several years, and the fact that the market balance is relatively
tight might also be a testament of such a development which could potentially lead to much stronger rates once
stronger global oil demand growth returns.

e Oil prices post strong recovery as supply cuts begin to tighten the market balance — Strong demand from Asia
allowed Russia to overtake Saudi Arabia in supplying seaborne crude oil to China, as we estimated that imports from
Saudi Arabia fell to 1.8 million bpd in July from 1.9 million bpd in June. Yet, export volumes have declined from both
Russia and Saudi Arabia reflecting the already announced production cuts, pushing oil prices to multi-month high in
the process. In July, China imported 10.29 million bpd, the weakest rate in three months, although still up 17% from
the low base last year. Geopolitics remains a major factor when it comes to oil prices, but at the same time, the
argument for a tighter market balance come winter is getting stronger by the day. After all, the world remains quite
fragile when it comes to potential disruptions, despite a relatively calm period, with recent worrisome developments
in the Ukraine war, while the possibility for an escalation in the situation in the Taiwan straits remaining real. The
global economy is not at its best shape, but once again, oil prices have proven to be quite sensitive to risks especially
when those involve the largest oil producer (Russia) and the largest oil importer (China) in the world.

e Tanker cycle driven by tight supply, recovering demand — The tanker market is recovering from a long period of
staggered rates as the growth in new vessel supply shrinks while oil demand is recovering in line with the global
economy. A historically low orderbook combined with favorable demand fundamentals should continue to support
increased spot rate volatility, which combined with the ongoing geopolitical turmoil, should support freight rates in
the medium term.

The Baltic TD3C Index measures the spot rate in USD per ton for Very Large Crude Carriers (VLLCC) operating in the Middle East to Asia route. The Breakwave
Tanker Futures Index (BDRYFF) is designed to track freight futures contracts with a sector weighting of 90% VLCC TD3C and 10% Suezmax TD20 and a
weighted average maturity of approximately 50-70 days.


http://www.etfmg.com/BDRY
http://www.breakwaveadvisors.com
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VLCC Spot Index (TD3C) vs Breakwave Tanker Futures Index (BWETFF)
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Tanker Fundamentals

Demand YTD

YOY
World Oil Demand 104,390 kbpd 5.2%
Qil Supply, OPEC 27,790 kbpd -4.3%
Oil Supply, non-OPEC 67,330 kbpd 2.8%
OECD Total Crude Qil Stocks 1105.4 MMbls 10.0%
US Crude Oil Exports 20.1 MMbls 20.8%
China Oil Imports 282.3 MMbls 11.8%
Global Crude Oil Floating Storage 103.1 MMbls 44.2%
Supply
Tanker Fleet 686.3 mdwt 3.1%
Freight Rates
VLCC Middle East-Asia, USD/ton 14.80 64.0%
Suezmax West Africa-Europe, USD/ton 21.44 41.0%

Note: All numbers as of latest available; Imports/Exports/Production are YTD sums as of latest reported; Inventories/Fleet are weekly totals

Sources: Bloomberg, IEA, Clarksons and Breakwave Advisors

Disclaimer:

This research report has been prepared by Breakwave Advisors LLC solely for general information purposes and for the
recipient's internal use only. This report does not constitute and will not form part of and should not be construed as a
solicitation of any offer to buy or sell any security, commodity or instrument or related derivative or to participate in any
trading or investment strategy. The opinions and estimates included herein reflect views and available information as of
the dates specified and may have been and may be subject to change without notice.
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