
 
 Tanker Opinions are published by the Tanker Research & Consulting department at Poten & Partners. For feedback on this opinion, to receive this via email every week, or for information on our services 
and research products, please send an email to Research@poten.com. Please visit our website at www.poten.com to contact our tanker brokers.  

which included healthy demurrage rates.  This encourages the charterers to 
transfer the crude oil to a cheaper vessel and use the latter vessel for 
temporary floating storage. 

There is limited data available on how many tankers are currently used for 
floating storage.  The data that Poten has access to considers that a vessel is 
on short term floating storage when it has been stationary at the discharge 
location for 20 days or more.  The rationale for this period is to eliminate port 
waiting time, port congestion, weather delays.  However, in the current 
rapidly evolving situation, 20 days is a long time and as a result we have not 
seen a material uptick in floating storage (yet).  Anecdotal information from 
market sources seems to suggest that floating storage of crude oil is on the 
rise, in particular around Malaysia/Singapore and offshore China. 

The structure of the forward oil price curve does not favor keeping oil in 
inventory and this means that the current floating storage activity is primarily 
due to the inability of the vessels to discharge their cargo because of reduced 
oil demand and full shore-based storage.  This situation will only change when 
refiners can boost throughput again. 

  

 
 

 
   

 

 

 

 

 

 

Where does the oil go if demand suddenly disappears? 

In a short period of time, oil demand growth, initially in China, 
but increasingly also in other parts of the world, has started 
to falter.  The spreading of the coronavirus has significantly 
reduced global demand for transportation fuels in particular.  
In China, the impact of the coronavirus has been the most 
severe.  As a result of the travel restrictions instituted by the 
government, road travel was down 87%, rail travel was 83% 
lower and air travel reduced by 77% after the Lunar New Year 
break (all compared to the same period of 2019).  Refiners 
have responded by cutting back runs and advancing seasonal 
maintenance, both of which has a direct impact on crude oil 
demand.  Now that the virus has spread to Europe, refiners 
there are also contemplating cutting runs.  As the world tries 
to come to terms with the implications of the virus, global 
economic activity is being affected.  In this rapidly developing 
situation, the oil and tanker markets are constantly playing 
catchup.  The oil that has been showing up at China’s shores 
in recent weeks was bought several months ago and loaded 
on tankers in places like West Africa and the Middle East well 
before the corona virus outbreak hit the news.  How is the 
tanker market coping with this constantly evolving situation? 

While oil demand is falling around the world, oil production 
and exports have been slow to respond.  OPEC is still deciding 
what to do.  In December 2019, prior to the outbreak of the 
corona virus, OPEC+ agreed to continue 1.2 Mb/s of 
production cuts.  Earlier this month an OPEC technical panel 
recommended to cut an additional 600 Kb/d.  However, Russia 
did not immediately agree, and no decision was taken.  Now, 
several weeks later, the 600 Kb/d seems no longer be 
sufficient.  Reports have surfaced that Saudi Arabia will 
propose a 1 Mb/d production cut at next week’s OPEC 
meeting.  Even if the members of OPEC can agree on a further 
oil production cut, it will take time to reduce the significant 
overhang of excess crude in the market. 

So, what is happening to all that oil that was previously 
produced and loaded on tankers?  Most of the oil has been 
delivered to the buyers and is either being processed or stored 
for future use.  However, some of the crude oil is still on-board 
tankers off the coast of China waiting to be discharged.  As 
demand is falling and storage tanks are filling up, charterers 
don’t need some of the oil that is heading their way and they 
have to improvise.  Some charterers are trying to sell the oil 
and, if successful, the vessel and the oil will be rerouted to 
another destination.  Others will anchor the vessel, waiting for 
onshore tank storage to become available.  Most of the 
vessels that have arrived in the Far East in the last two weeks 
were fixed in late 2019 or early 2020 at very high freight rates 
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