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oil supply, which means that global oil stocks (on land and floating storage) have 
been reducing quickly as well.  A recent report from Morgan Stanley estimates 
that stocks are drawing at a rate of 1.5 Mb/d.  This will quickly remove the 
inventory overhang and provide more support to prices, which could lead to 
further OPEC+ increases later this year.  Limited global stockpiles will also assure 
that increases in oil demand quickly translate into more transportation 

demand. In the second half of 2021, some countries will reach herd immunity 
from Covid-19 and life starts to go back to “normal”.  If oil demand growth 
accelerates as a result, the stage could be set for a rapid increase in tanker 
demand and rates. 

There are a few possible flies in the ointment though.  First, there are reports 
that China’s oil reserves, a key driver of additional oil demand for many years 
may be close to reaching storage capacity.  In 2020, China took advantage of 
low oil prices by adding to its reserves.  This year, China’s crude purchase may 
only be driven by refinery demand and the start-up of new plants. 

The timing of the tanker market recovery remains uncertain, but there are clear 
indications that a recovery in oil demand can quickly translate into higher 
tanker rates. 

  

 
 

 
   

 

 

 

 

 

 

Is the tanker market primed for a turnaround in rates? 

The tanker market has started the year 2021 with historically 
low rates.  After reaching multi-year highs in the second quarter 
of last year, freight rates collapsed in the summer as the Covid-
19 pandemic continued to spread and OPEC+ cut oil supply in 
response to the dramatic drop in global oil demand.  The 
outlook for oil demand has brightened in the face of several 
vaccines that are being administered worldwide and oil prices 
have recovered strongly as a result.  The first vaccines were 
announced in the second week of November 2020 when oil 
prices (Brent) were around $39/barrel.  On Wednesday, 
February 17 (three months later), Brent crude prices reached 
$65/barrel, an increase of 67%.  The vaccines were not the only 
catalyst for this price increase.  The continued production 
discipline from the OPEC+ countries (as well as the 1 million b/d 
bonus cut by Saudi Arabia) has also been a major contributor to 
the surge in oil prices.  These ongoing production cuts are the 

main reason that the oil demand optimism has not trickled 
down to tanker rates.  However, with oil prices rising and the 
pandemic receding, it is likely that OPEC+ will decide to raise 
exports when they “meet” (via videoconference) on March 4, 
2021.  Will this be the time that tanker rates will also start their 

recovery? 

A comparison of Q4 2020 ton-mile demand for crude oil tankers 
with the same period of 2019 (prior to the outbreak of Covid-
19) shows how much tanker demand has declined.  Total ton-
mile demand was down 11% Year Over Year.  VLCCs, the 
workhorses on the key long-haul trades out of the Middle East, 
suffered the most: VLCC ton-mile demand declined 14%.  

Suezmax demand was down 6% and Aframax employment 
declined 3%.  Data for January 2021 shows some improvement, 
but ton-mile demand still remains well below the same period 
in 2020.  On the other side of the equation, vessel supply has 
increased over the last 12 months.  The total tanker fleet grew 
by 3% during 2020. 

A recovery in shipments from OPEC+ will probably 
disproportionately benefit VLCCs, as long as increased exports 
are in response to increased demand rather than to take market 
share from non-OPEC producers.  As can be seen in Figure 1, 
exports from the America’s Atlantic (U.S. Gulf and Brazil) are a 
major contributor to ton-mile demand, so if increased OPEC 
exports lead to declines from the America’s, the benefit for the 
tanker market will be muted.  However, at the moment, it seems 
that OPEC (if they decide to increase output) will be responding 
to real demand growth. 

As review of the oil demand and supply statistics in recent 
months shows that global oil demand is recovering faster than 
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