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Breakwave Tanker Futures Index: 1,351 VLCC Middle East-Asia Spot Rates:  $14.20 Short-term Indicators:
YN 30D: 6.4% » 30D: 55.5% Momentum: Positive
YN YTD: 13.7% N YTD: -19.8% Sentiment: Positive
NP YOY:-22.7% N YOY: -38.0% Fundamentals: Positive

Bi-Weekly Report

e VLCC spot market activity surges as geopolitical tensions spike — The recent surprising sad events in the Middle
East once again reminded us how important energy security is. Tanker owners have been through numerous cycles
of geopolitical uncertainty and know that during such uncertain periods charterers are willing to pay up to secure
tonnage and thus the option to lift oil. In addition, the fact that Chinese charterers returned to the market following
a week of holidays, aided demand, leading to a significant increase in spot rates in both the Atlantic as well as the
Middle East markets. Although there has been no meaningful disruption in oil supply, the thought of a broader
conflict that might involve some of the largest oil exporters in the world, has been enough to boost sentiment
especially in a market that is generally quite positive on the development of spot rates. One should always keep in
mind that even in a spot-oriented markets, the lead times between fixing a tanker and actually getting delivery of
oil are long, so the reaction to the recent Middle East turmoil mainly reflects uncertainty about the future, not the
present. Looking forward, the prevailing expectation in the Atlantic market is that freight sentiment will remain
stable over the next 30 days due to the anticipated shortage of available tonnage. Although there is no crystal ball
for tanker owners, a tanker vessel today is a valuable asset to hold given the volatile times, and thus, we see little
reason to turn negative, especially given that spot rates still remain well below last year’s levels.

e Oil price drops despite geopolitical turmoil as attention turns to demand — Once again, oil prices demonstrated
the impact that pure sentiment-driven traders have in the market, as recent swings in prices reflect a herd
mentality towards well described narratives of supply (and inventories) and demand datapoints that unfortunately
are very difficult to analyze. After reaching a multi-month high of almost $95 per barrel, oil prices collapsed towards
the low $80s per barrel, before recovering a bit as a result of the recent Middle East conflict developments. The
established range of prices reflect indeed a tight market, as demand should remain quite strong in the winter (IEA
estimated a record high demand of 101.8 million barrel per day for 2023) while the implemented OPEC+ cuts of
more than 2.5 mbpd have reduced supply, partly offset by higher production from oil-producing countries outside
of the alliance (US and Brazil are two major regions that combined with the rest of the non-OPEC world have added
~1.9 mbpd in the first nine months of the year) For the tanker market, such a “substitution” barrels are welcomed,
as the distance factor is pushing demand even higher (longer distances require more ships).

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

Jul-23 Aug-23 Sep-23

Demand YTD YOY
World Oil Demand 104,390 kbpd 4.7%
Oil Supply, OPEC 27,970 kbpd -6.6%
Oil Supply, non-OPEC 67,550 kbpd 3.1%
OECD Total Crude Qil Stocks 1079.8 MMbls 6.0%
US Crude Oil Exports 27.8 MMbls 17.0%
China Oil Imports 378.8 MMbls 2.3%
Global Crude Oil Floating Storage 74.7 MMbls -14.3%
Supply

Tanker Fleet 688.0 mdwt 2.7%
Freight Rates

VLCC Middle East-Asia, USD/ton 13.79 28.3%
Suezmax West Africa-Europe, USD/ton 19.56 18.8%

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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