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into a major exporter of crude oil.  In recent years, seaborne exports far 
exceeded seaborne imports, especially in the U.S. Gulf area, which is the 
dominant U.S. oil region.  As a result, more and more VLCCs needed to ballast 
into the U.S. Gulf to pick up export cargoes, and more imports of crude oil will 
not, by itself, change the tonnage balance in the U.S. Gulf. 

Less U.S. crude oil exports, on the other hand, could have a chilling effect on 
the long-haul tanker market.  U.S. exports increased rapidly from 500,000 b/d 
in 2015 to more than 3.7 Mb/d in February of 2020.  Since 2017, U.S. exports 
have been increasingly targeting Asian customers and as a result utilized more 
and more VLCCs.  Covid stopped the growth momentum of U.S. output, but 
exports in 2020 still averaged 3.175 Mb/d despite a fall in U.S. production.  So 
far in 2021, exports averaged 2.95 Mb/d, a decline of 230 Kb/d.  This decline 
affected mostly Aframaxes, while average Suezmax volumes were higher and 
VLCCs more or less the same.  However, more domestic U.S. demand and a 
return of Iran to the export markets could change this dynamic.  Iran was 
traditionally a large supplier to both China and India, both of whom have turned 
to the U.S. for replacement barrels after Iranian sanctions were reinstated. 

Because there are many variables to consider, it is difficult to predict how it will 
play out.  Tanker owners need to keep an eye on U.S. demand, domestic 
production and exports (as well as a possible deal with Iran). 

  

 
 

 
   

 

 

 

 

 

 

The impact of lower crude inventories on imports and exports 

U.S. crude oil stocks are an important barometer of the health 
of the global crude oil markets.  They are reliably reported on 
and their levels and weekly changes are closely followed by the 
energy and financial markets.  Significant movements from one 
week to the next, or changes (up or down) that are very 
different from what the pundits expect, can move global prices.  
That is why the members of OPEC also pay close attention to 
U.S. stock levels.  Not surprisingly, Covid-19 has had a significant 
impact on inventories in the U.S.  From a pre-pandemic low of 
430 Million barrels in early January 2020, U.S. commercial crude 
oil stocks (excluding the Strategic Petroleum Reserves) reached 
an all-time high of 540 Million barrels by mid-June.  This was 
caused by a temporary boost in imports during the Saudi-Russia 
price war in April 2020, combined with a sharp drop in oil 
demand when the corona virus pandemic hit U.S. shores.  As 
U.S. oil production and imports adjusted to the unprecedented 
reduction in demand, inventories came down by about 80 
Million barrels.  In recent weeks the decline in inventory levels 
has accelerated.  Refiners have boosted runs in reaction to (and 
in anticipation of) a sharp increase in domestic oil demand.  
Gasoline demand in particular has recovered strongly as the 
U.S. economy opens up and people get back on the road.  
People are transitioning from working from home to 
commuting back to work.  Air travel is also recovering as 
restrictions are lifted and people are eager to go on vacation or 
take the trip they postponed due to the pandemic.  U.S. stocks 
are still elevated from a historical perspective, but if crude oil 
inventories continue to decline, it begs the question: How will 
U.S. domestic stocks be replenished?  More imports, less 
exports or a combination of both?  How this question is 
answered can have a profound impact on the tanker market. 

Crude oil imports were a significant contributor to the boost in 
inventories in early 2020.  Saudi Arabia, in particular, increased 
its crude oil deliveries.  From January-April 2020, Saudi crude oil 
exports to the U.S. averaged some 428,000 b/d.  Exports almost 
tripled in the following two months.  In May and June of 2020, 
the U.S. imported 1.1 million b/d and 1.2 million b/d from the 
Kingdom, respectively.  This oil effectively ended up in storage 
because demand collapsed at the same time.  Saudi exports to 
the U.S. declined quickly thereafter and in December 2020, only 
111,000 b/d of Saudi crude went to the U.S., the lowest level 
since the mid-1980s.  The volatility of Saudi exports to the U.S. 
shows that these flows are as much about a desire from the 
Saudis to place their crude where they want it as it is about 
supply and demand and relative pricing.  Under the right 
circumstances, economic or political, Saudi flows to the U.S. can 
pick up again.  However, the impact on the tanker market of 
these flows is rather limited.  Since 2016 the U.S. has developed 
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