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need an additional 300 Kb/d of light sweet crude and imports of lighter grades 
from West Africa and the Middle East may be reduced.  This shift will likely 
have a modestly positive impact on demand for VLCCs, the vessels of choice 
to make these moves. 

U.S. crude oil production reached 12.3 Mb/d in 2019 (EIA).  Production (and 
by extension exports) is projected to increase by 1 Mb/d in 2020 and another 
700 Kb/d in 2021, with further growth expected in subsequent years.  So, the 
U.S. will have ample crude oil to satisfy additional Chinese demand. 

How about refined petroleum products?  That seems to be a different story.  
While the U.S. produces and exports significant volumes of refined petroleum 
products, most of that comes out of the U.S. Gulf and stays in the Atlantic 
Basin (Caribs, Latin America and Europe).  The volumes of refined product 
exports to China are small and dominated by LPG and Petroleum Coke, 
neither of which are transported in product tankers.  We don’t expect refined 
petroleum products to feature prominently in the U.S. – China trade deal. 

In conclusion, the tanker market in general and the VLCC market in particular 
will benefit from the agreement reached between the world’s fastest growing 
crude oil exporter and its biggest crude oil importer. 

  

 
 

 
   

 

 

 

 

 

 

Will the U.S. – China trade deal move the tanker market? 

On Wednesday, January 15, the U.S. and China signed a 
“phase 1” trade deal, officially called the “Economic and Trade 
Agreement between the Government of the United States 
and the Government of the People’s Republic of China”.  
Under the terms of this deal, China commits to boosting 
purchases in manufacturing, services, agriculture and energy 
from 2017 levels by $200 Bn over two years.  The agreed 
amounts for energy products are “no less than $18.5 billion” 
in calendar year 2020 and “no less than $33.9 billion” in 2021.  
Energy products include Liquified Natural Gas, Crude Oil, 
Refined Products and Coal.  It is also interesting to note that 
the agreement specifically states that “The Parties project 
that the trajectory of increases in the amounts of 
manufactured goods, agricultural goods, energy products, 
and services purchased and imported into China from the 
United States will continue in calendar years 2022 through 
2025.”  It is clear that the U.S. government does not want this 
deal to just provide a short-term boost.  The agreement is 
meant to provide long-term stimulus to U.S. – China trade.  So, 
how could this deal impact the crude oil and petroleum 
product trade flows? 

China is the world’s largest importer of crude oil.  In 2019, it 
imported well over 10 million barrels per day (Mb/d).  The 
overwhelming majority of those imports are seaborne, so any 
changes in those imports, in volume or in origin could have 
significant implications for the tanker market.  However, oil is 
a fungible commodity, and this deal with the United States 
does not mean that China will import more crude oil than it 
previously planned to do.  For 2020, the IEA expects that 
Chinese oil demand will grow by about 400 Kb/d, from 13.6 
mb/d to 14.0 mb/d.  If the Phase 1 agreement is implemented, 
and U.S. crude is competitively priced, there is room for 
significant additional volumes of U.S. crude oil to find its way 
to China.  It would help if China removed the 5% tariff it 
currently levies on U.S. crude oil imports.  A research report 
from Goldman Sachs, discussing the ins and outs of the trade 
deal, suggests that China could import an additional 500 Kb/d 
in U.S. crude in 2020 and an additional 800 Kb/d in 2021 (both 
relative to 2017).  Based on these numbers, which we think 
represents a reasonable scenario, China would need to reduce 
its purchases from other crude oil suppliers in 2020 to meet 
its target.  If they reduce purchases from the Middle East, ton-
mile demand will increase, but if light sweet crude oil from the 
U.S. replaces similar grades from Europe or West Africa, the 
impact will be more muted.  For 2021, assuming China’s oil 
demand will grow by at least 300 Kb/d, no barrels from other 
suppliers will need to be replaced.  However, China may not 
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