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Breakwave Tanker Futures Index: 1,243 VLCC Middle East-Asia Spot Rates:  $16.00 Short-term Indicators:
A 30D:-10.0% NA 30D: -2.4% Momentum: Negative
™ YID:4.6% b YTD:-9.7% Sentiment:
A YOY: -10.4% NA YOY: -19.4% Fundamentals: Positive

Bi-Weekly Report

e Dull VLCC market continues, as supply and demand remain balanced — The month of December has so far brought
little news for the VLCC market. Spot rates remain relatively flat while there are little new developments pointing
to an imminent change in the status quo. In both important markets, namely the Middle East to China and the
Atlantic Basin to China market, rates have so far seen little movement since late October. The OPEC+ production
cuts remain a headwind, offset by increased US crude oil exports. China’s appetite for crude seems strong but
volatile, with November being a particularly weak month in terms of crude oil imports into the country. As the focus
turns into the first quarter of 2024, the main drivers in terms of oil demand remain in place (i.e. China, India growth)
but the outlook is less clear, as evident by the divergence in demand growth scenarios by the main forecasts. We
assume that tanker demand will grow at a much slower pace than 2023, but still exceed the non-existent VLCC
fleet growth, leading to a healthy market. Yet, the demand uncertainties combined with potential supply
disruptions (see Panama Canal, Red Sea war-related disruptions) could be the wild cards in such a forecast and as
it is always the case in shipping, lead to significant volatility in spot rates next year for the crude oil tanker sector.

e il prices drop at the low end of the range, once again focusing back on demand — In the past 12 months, crude
oil prices have traded in a wide range of ~70-90 USD per barrel for the benchmark WTI, as the potential bullish
sentiment around supply and the weak demand outlook due to a slowing global economy have taken turns in
shaping the price of the commodity. The year seems to end a bit lower compared to where it started in terms of
price, but by no means a dramatic difference. We expect a similar environment as we head into 2024, as short-
term demand concerns should remain elevated while the medium-term outlook for demand seems encouraging
and is pointing to deficits towards the second half of next year. OPEC+ appears determined to maintain a balance
in the market, and any supply disruption due to the very unpredictable world we currently live in should once again
push prices at the high end of the range in a rapid fashion. Overall, we continue to see 2023’s wide trading range
for crude oil as the most likely outcome for 2024, a level that remains quite profitable for most producers and easily
digestible for consumers let alone the central banks that are looking at year-over-year changes in the main
commodity to gauge the direction of inflation that continues to be the key input for central bank policies in the
developed 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.
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Tanker Fundamentals

Oct-23 Nov-23

Demand YTD Yoy

World Oil Demand 104,390 kbpd 4.6%

Qil Supply, OPEC 28,050 kbpd -3.2%
Oil Supply, non-OPEC 67,690 kbpd 3.3%

OECD Total Crude Qil Stocks 1026.0 MMbls -2.0%
US Crude Oil Exports 36.1 MMbls 16.3%
China Oil Imports 473.5 MMbls 2.9%

Global Crude Oil Floating Storage 79.9 MMbls -17.5%
Supply

Tanker Fleet 687.5 mdwt 2.6%

Freight Rates

VLCC Middle East-Asia, USD/ton 14.18 14.1%
Suezmax West Africa-Europe, USD/ton 20.06 7.7%

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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