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when it will come back.  Some of the changes in how and where people work 

and how they communicate (a move from in-person to virtual/on-line) that 
were brought on by Covid-19 could be permanent, leading to lower oil demand 
growth.  We expect oil demand growth to be fairly slow in the first half of 2021, 

with possible acceleration in the second half of the year.  Oil supply may not 
come to the rescue of the tanker market, as OPEC+ remains remarkably 
disciplined, and non-OPEC producers have limited spare capacity to bring to 
market.  An additional negative for the tanker market remains the overhang of 
floating storage.  The number of vessels utilized for crude oil and refined 
product storage has declined gradually since it reached a peak in the summer 
of 2020, leading.  The release of floating storage cuts back transportation 
demand and adds tonnage to the market. 

The tanker fleet has grown in 2020 with the delivery of 36 VLCCs, 29 Suezmaxes 

and 18 Aframaxes/LR2’s.  10 Panamax/LR1 and 63 MRs were added to the fleet 
as well.  While these are by no means record deliveries, there was a significant 
drop in oil transportation demand and only very limited scrapping.  For 2021, 

scheduled deliveries are more than double the 2020 numbers and even though 
we expect delays and a pickup in scrapping this year, it does not look well for 
the tanker market until the second half of 2021 when oil demand recovers. 

  

 
 

 
   

 

 

 

 

 

 

2021 starts with poor tanker rates across the board 

2021 is not off to a great start.  Usually, the winter months are 
good for tanker rates, but not this year.  A review of the daily 
market rates shows low Worldscale (WS) assessments, which 
lead to very low TCE (time charter equivalent) earnings.  Some 
earnings, particularly in the crude oil segment, are even dipping 
into negative territory.  VLCCs, Suezmaxes and Aframaxes all 
show negative TCE’s on one or more of the benchmark routes.  
Why does this happen and how long can it last?  In today’s 
Tanker Opinion we will take a look at some of the factors that 
can (temporarily) turn earnings negative.  We will also review 
the drivers for the tanker market for the next six to twelve 
months. 

Negative tanker earnings occur when the voyage costs of a 
vessel (bunker costs, port expenses and canal fees) are higher 
than the freight revenues that an owner receives.  While this is 
an extreme situation (and unsustainable in the longer term), it 

can happen on occasion for a number of reasons.  The most 
common reason is that the owner takes a loss on a backhaul 
voyage to position the vessel for a more lucrative subsequent 
trip.  An example of this are the negative earnings on the AG-
USG route.  For many years now, this is considered a backhaul 
route that can position your VLCC for a trip from the USG to 
Asia, which is a premium voyage.  Rather than ballast a vessel 
to the USG and have no revenues, it is better to get paid 
something for the trip into the Atlantic, even if it doesn’t pay for 
all your expenses.  Owners may also be willing to accept 
negative earnings when their vessel has issues with expiring 
certifications, which reduces their trading flexibility. 

Rapidly changing bunker prices could also distort earnings.  The 
TCE’s that are calculated by shipbrokers on a daily basis are 
using the current bunker prices.  In a market with rising bunker 
prices, vessels that have much cheaper fuel on board, which 
they bought several weeks or months earlier, can offer a lower 
rate and still come out ahead. 

The main underlying reasons for the weak start of the year are 
clear: low tanker demand combined with too many ships.  Oil 
and tanker demand will remain challenging, at least through the 
first half of 2021 and maybe longer.  In many countries, the 
pandemic is worse than it has ever been and some governments 
(re)instated travel restrictions, dampening oil demand.  While 

several vaccines have been approved and production is starting 
to ramp up, the rollout of the vaccine is much slower than 
anticipated.  Oil demand is still 4-6 million b/d below pre-
pandemic levels and analysts don’t expect global oil demand to 
return to 2019 levels until sometime in 2022.  Air travel in 
particular is still well below “normal’ levels and it is not certain 
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