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Looking at the U.S. crude oil export trade, this flood of crude can provide a 
significant boost the U.S. Gulf tanker demand.  U.S. crude oil exports dipped 
during the Covid-19 pandemic, but have recovered strongly in 2022, averaging 
almost 3.2 Mb/d in the first 6 months of the year.  Since the Russian invasion of 
Ukraine, more exports have been directed towards Europe, while volumes 
going to Asia have declined. 

Looking ahead to the second half of the year, the EIA expects more domestic 
crude oil production and significant SPR withdrawals.  With U.S. refiners already 
running flat-out with utilization rates in the high 90% range, we expect most of 
the additional barrels to hit the export market.  U.S. crude oil exports could 
increase by 1 Mb/d or more over the next 6 months. 

Where the barrels will end up and which tanker segments will benefit most 
depends on the type of crude that will be released from the SPR (the ratio of 
sweet and sour grades), who is buying it and the geopolitical situation.  If 
Europe goes ahead with its ban on Russian crude oil imports, chances are that 
more U.S. crude will end up on transatlantic trips, which could benefit all vessel 
sizes.  Additional volumes of light sweet crudes could also be shipped to Asia, 
where both India and China have traditionally been buyers.  These shipments 
will primarily benefit the VLCC market. 

A wildcard in the U.S. is the hurricane season.  Big storms can damage refineries 
and other oil infrastructure or could shut in U.S. Gulf production.  However, if 
the weather cooperates, we could see an increasingly busy U.S. export market. 

  

 
 

 
   

 

 

 

 

 

Increasing flows from US Gulf will boost tanker demand 

Following the Russian invasion of Ukraine in February 2022, the 
United States has started to release crude oil from its Strategic 
Petroleum Reserve (SPR) to address the significant global supply 
disruptions that resulted from the conflict and related 
sanctions.  The volumes that are being released are 
unprecedented.  The Biden administration sold an initial 30 
million barrels in March.  This was part of a coordinated action 
with other member countries of the IEA to release a total of 60 
million barrels from global reserves.  This initial release was 
followed by the announcement on March 31 of an additional 
180-million-barrel release.  This second “emergency drawdown” 
is spread over six months (May – October 2022), averaging 1 
million barrels per day (Mb/d).  According to the Department of 
Energy, this extended release period is meant to “provide supply 
certainty and act as a bridge until domestic production 
increases.”  According to the latest Short-Term Energy Outlook 
of the EIA (released July 12), domestic U.S. production is 
expected to increase by 600,000 b/d between Q2 and Q4 of 
2022.  Where is all this additional crude going?  Does it stay in 
the U.S. or is (part of) it being exported.  Does that matter?  And 
what is the impact on the tanker market of all this extra shipping 
demand? 

The SPR storage sites, with a combined capacity of 714 million 
barrels, are all located in the Gulf Coast region of the U.S.  The 
oil is stored in underground salt caverns at four major oil storage 
facilities, two sites in Texas (Bryan Mound and Big Hill) and two 
in Louisiana (West Hackberry and Bayou Choctaw).  All the  
storage sites are located near the U.S. Gulf with connections to 
pipelines and access to (export) terminals.  Prior to 2015, SPR 
releases all remained in the U.S., but that changed in 2015, 
when the U.S. lifted its long-standing ban on crude oil exports.   

There are currently no restrictions where the winning bidders 
can take their crude.  The crude oil that is released from the SPR 
is sold to a wide variety of companies, both domestic firms and 
U.S. subsidiaries of foreign energy corporations.  Many are 
refiners, others integrated oil companies, while others still are 
international oil traders.  Most of the SPR crude that has been 
released in recent months has been sold to domestic refiners, 
with only a small percentage going abroad (mostly to Europe).  
One one-million-barrel cargo was bought by a Chinese refiner 
and shipped to the Far East. 

However, it does not really matter where the SPR crude is being 
refined.  The oil market is a global marketplace, and prices are 
driven by worldwide supply/demand dynamics.  However, when 
we are looking at the tanker market implications of a 1 Mb/d 
SPR release and an additional 600 Kb/d of shale oil, it is 
important to know where the crude oil is going to. 
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