
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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  Breakwave Tanker Futures Index: 1,231    VLCC Middle East-Asia Spot Rates:  $9.31   Short-term Indicators:    

  ↓ 30D: -8.3%    ↓ 30D: -21.3%    Momentum: Negative 

  ↑ YTD: 3.6%    ↓ YTD: -47.4%    Sentiment: Positive 

  ↓ YOY: -11.3%    ↓ YOY: -49.1%    Fundamentals: Positive 
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• VLCCs plummet as OPEC cuts take a toll, but sentiment remains upbeat – Spot VLCC rates have now dropped back 

to their 2021 range and below $10/ton, as lower exports out of the Middle East due to the recent OPEC export cuts 

have reduced demand for tonnage. There is little evidence of an imminent rebound, however, fourth quarter futures 

remain at elevated levels, reflecting the ongoing optimism for the overall tanker sector that is faced with record low 

fleet supply growth, a very bullish setup if and when demand recovers. Such a development has already been 

reflected in oil prices that recently hit the highest level this year, as recovering transportation fuel demand combined 

with the beforementioned OPEC cuts and the limited potential for increased supply from non-OPEC producers have 

led to a tight global oil market. On the other hand, in the near term, there is the potential for some deceleration in 

China's crude oil import momentum in the coming weeks, which could be accompanied by constraints on its clean 

product exports due to restricted export quotas. As we look into the fourth quarter, we also remain of the opinion 

that VLCC rates will eventually recover and maybe even exceed the futures’ market expectations, as in recent years 

rallies in freight rates have been steeper and more volatile versus market estimates, a distinct characteristic of tight 

overall shipping fundamentals. 

• Oil prices react to the tight oil market balance outlook, a sharp contrast to the early summer gloom – Sentiment 

has seen a major shift in the last several months when it comes to the oil markets. Early in the summer, with prices 

hovering in the high $60s/low $70s, market participants were focused on low expected demand and the potential 

for an upcoming economic slowdown which could have negatively affected oil demand. At the time, we argued that 

the announced oil production cuts would tighten the market going into Q4, something that seems to dominate now 

the narrative around oil prices and has consequently led to a sharp rally, with Brent oil at almost $90 per barrel. 

Looking at specific regions, it is worth noting that the European Union is now the largest seaborne importer of crude 

oil, while India has gradually reduced its dependence on Russian crude oil purchases. Furthermore, imports of 

Russian oil are expected to remain at subdued levels for a couple of months due to lower discounts, forcing suppliers 

of Russian oil to provide deeper discounts. This is significant given the current challenging situation of the crude 

tanker freight market and could once again reshape the global tanker trade affecting tonne-mile demand in the 

process. 

• 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. 
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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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Demand YTD YOY 

World Oil Demand 104,390 kbpd 4.7% 

Oil Supply, OPEC 27,820 kbpd -6.2% 

Oil Supply, non-OPEC 67,350 kbpd 2.8% 

OECD Total Crude Oil Stocks 1077.4 MMbls 5.7% 

US Crude Oil Exports 23.9 MMbls 19.3% 

China Oil Imports 326.0 MMbls 12.5% 

Global Crude Oil Floating Storage 85.0 MMbls 30.4% 

   

Supply   

Tanker Fleet 686.3 mdwt 3.1% 

   

Freight Rates   

 VLCC Middle East-Asia, USD/ton  14.37  49.1% 

 Suezmax West Africa-Europe, USD/ton  20.51  30.3% 
 

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 
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