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Gearing up for the driving season 

The start of May see’s the start of the US driving season and the switch to summer grade product and hopes are 

high that this season will be far better than last year’s heavily Covid-impacted season which saw transatlantic 

MR2 demand slump amid low US driving demand and soaring inventories. This week, we assess current US 

gasoline market fundamentals and determine whether the optimism of refiners and MR2 tanker owners is justified. 

    

US gasoline inventories back to normal. It is apparent that February’s spell of frigid weather in the US Midcontinent 

and Gulf Coast severely disrupted refinery operations and helped to drain the US refined product overhang. 

Accordingly, latest US EIA weekly data suggest that US gasoline stocks now stand at 235 mb, 27 mb and 6 mb 

below one year earlier and the five-year average, respectively. Furthermore, inventories on the US Atlantic Coast, 

the world’s largest regional gasoline import market accounting for approximately one third and over 90% of US 

gasoline demand and imports, respectively, now stand at 64 mb which in line with the five-year average but a 

significant 9 mb below one year earlier. All told, although US refinery runs and domestic gasoline supply are rising 

rapidly plus there appears to be some limited spare capacity along the Colonial Pipeline, supply-side 

fundamentals appear supportive of a much better gasoline import season than last year.  

Demand rising steadily. Further hope for a return to a normal driving season is coming from US gasoline demand 

which is steadily recovering from recent lockdowns. Preliminary data from the US EIA pegs this at 8.9 mb/d 

currently. Although this is significantly higher above the same point in 2020 when lockdowns saw kilometres 

travelled plunge, this still remains 500 kb/d below the same point in 2019. However, it is notable that US gasoline 

demand is now above average for the first time in more than 12 months which suggests that, unless there are 

more lockdowns, demand is returning towards normality. The US Covid vaccination program is also progressing 

apace, and this should help the country avoid a return to lockdown, which in turn should help to sustain gasoline 

demand above its average level over the driving season and beyond. Furthermore, private vehicle sales in the 

US soared by 11% year-on-year in 1Q21 which implies that they are moving swiftly back towards their pre-

pandemic level. Despite much discussion of the ongoing energy transition, most US states are not looking to 

phase out the sale of gasoline fuelled vehicles before the end of this decade. Even accounting for efficiency 

gains, we therefore project that US gasoline demand will plateau at close to five-year average levels over the 

coming years and will not swiftly decline. 

Imports set to rise. As the driving season ramps up towards its seasonal mid-summer high, all the signs are starting 

to point to an increase in US gasoline imports. Indeed, gasoline imports rose sharply in early March in the wake 

of the aforementioned refinery disruptions but then dropped back as refinery throughputs began to rebound. 

The last few weeks have started to see volumes rebound very much in line with seasonal patterns as US gasoline 

market participants look to build sufficient inventory ahead of the ramp up in demand. Alphatanker data imply…  

5.0

6.0

7.0

8.0

9.0

10.0

11.0

Jan Apr Jul Oct

mb/d US Weekly Finished Mogas Demand

Range 2016-2020 5-yr Average 2020 2021

Source: EIA

50

55

60

65

70

75

80

Jan Apr Jul Oct

mb US Atlantic Coast Gasoline Stocks

Range 2016-2020 5-yr Average 2020 2021

Source: EIA

Volume 2021    Issue 16 

22 April 2021 



 

© Copyright Alphatanker 2021 

The newsletter is available upon subscription. Please contact commercial@axsmarine.com for subscription enquiries. Information is given in good faith but without guarantee. 

Alphatanker does not accept any liability for any errors or omission or opinion. Unauthorized redistribution of the newsletter is prohibited and readers are requested to quote 

‘Alphatanker’ as source for all data derived from the newsletter. 

 
 

…that so far this month volumes shipped from Europe reached 450 kb/d which is very much in line with volumes 

shipped over 2017-19 and approximately double the volume shipped one year ago. 

A boost for European refiners? The European refining industry is stuck in a rut amid lacklustre end user demand 

and high refined product inventories which have been a millstone to refinery margins. Accordingly, margins for 

many refiners have remained in the red for several months and have led to a wave of economic run cuts and in 

some cases the shuttering of plants. We anticipate that stronger US gasoline import demand should help to drain 

European inventories and assuming that European lockdowns are eased before the European summer holiday 

season, together stronger US and European demand should help to support gasoline cracks and therefore the 

economics of refiners which should see European refining activity rebound to some extent. 

    

Tanker demand from Latin America. It is not only import demand from the US demand which is rising. As some 

Latin American countries continue to recover from Covid while some countries, notably Brazil,  continue to 

struggle amid a third or even fourth wave, refuse to introduce lockdowns, gasoline demand in Latin America 

appears to be gradually rising. Although official data are patchy, latest data from JODI imply that demand in 

Mexico is now around 25% higher than across 2Q20 while data for Brazil continues to imply that demand there 

remains solid despite its current struggles with Covid. Although this has not yet translated into sharply higher 

demand for imports in the region, they are growing in tandem with inventory overhangs being gradually drawn. 

Long haul gasoline supplies. Alphatanker data suggest that more East of Suez-produced gasoline is being 

imported into the Americas so that flows have averaged 100 kb/d over the past year. Furthermore, preliminary 

data imply that flows have risen by 30% over the past two months, likely on the back of the switch to summer 

grade product in the US.  India is the largest supplier accounting for around 70 kb/d with other cargoes originating 

from large, modern refineries in South Korea, China and Saudi Arabia. Data also imply that the majority of 

cargoes are carried by MR2s or LR1s. The use of MRs might seem surprising considering the length of voyages but 

these appear to head to ports in Latin and Central America where draft restrictions exclude the use of larger 

vessels. Indeed, data also suggest that this trade is the world’s largest source of long-haul MR2 demand. 

Furthermore, considering the lack of refinery construction and port expansion in Latin America, if the region 

manages to shrug off Covid, this trade could be a significant source of MR2 ton mile demand for years to come.   

MR2 segment remains significantly overtonnaged. Despite this positivity and increasing tanker demand, for the 

moment this has not translated into stronger MR2 tanker rates for transatlantic voyages. We attribute this to the 

current overtonnaged nature of the Atlantic Basin MR2 fleet. Indeed, the global MR2 fleet is projected to grow 

by 5.3% in 2021 as 104 newbuildings set to hit the water while 15 units forecast to be demolished. However, it 

should be pointed out that more and more newbuildings are now deciding to remain East of Suez immediately 

after launch due to the perceived better opportunities there.  
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