
IMPACT OF TANKER OWNERS 
ACTIONS ON SUPPLY & DEMAND
An Intertanko Sponsored, Data Supported, Evergreen Discussion
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TALK & HOPE, OR TALK AS THE 1ST STEP?

“So, owners should be wary of making any long-term investment decisions based 
on short-term movements in the freight market. Unfortunately, this has been the 
case too often in the past.” - Mark Williams, Affinity Research, addressing Intertanko Hellenic Owners Forum April 2015.

“Every time a shipping company scraps a ship, its newbuilding-addicted technical 
managers will be invited to the [rehab] centre to simulate the launching of a 
ship.” – Nikos Tsakos, TENN, Intertanko President, June 2015

 A lot or warnings against ordering were voiced during the exciting 2015 market. 

 This is good, as this is not something we have seen often in past good markets.

 But its not good enough, if we are left with mere hope that someone (we) listen.
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BEYOND MERE HOPE

What is needed is a Framework.

It should have defined 
Characteristics. 

Be supported by Quantitative 
(rather than intuitive) Tools 
produced by the Owners 
themselves. 
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Goals

Force Analysis 
and Evaluation

Force Discussion

Discourage 
Irresponsibility

Mitigate 
Psychology

Tools

Data Analysis

Intertanko
Sponsored

No Broker 
Reliance

Characteristics

Regular/Persistent

Evolving/Progressive

Evergreen

With the aim of achieving a continuous, 
Intertanko Sponsored, progressive 
Discussion of Owners Actions and how 
those affect our markets future Supply & 
Demand.



QUANT TOOLS (DISCLAIMERS): SUPPLY
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Two blocks of data are needed, irrespective of how they are later used. At 
the risk of not even remotely surprising the reader, these are Supply and 
Demand. Supply is theoretically easy to obtain and, theoretically easy to 
predict. Yet, we find things like this (Tanker Fleet, mTdwt):

Year 1980 1985 1990 1995 2000 2005 2010 2015

Clarksons 329 267 252 272 286 319 432 508 

Affinity 332 255 257 259 289 355 507 590 

And that was just history, predicting future Tanker Fleet development is 
(and should be) more complicated as it relies on two sub-sets of data:

Orderbook Deliveries are known easily obtain the 

tonnage due to be delivered every year. But then there 

is Slippage which is unpredictable. And even if we knew 

slippage, we do not know if it’s permanent reduction of 

the orderbook, or kicking the can down the road.

Scrapping: Can only be 

predicted based on 

judgment call. (Ok we might try 

a thing or two on this later on)



QUANT TOOLS (DISCLAIMERS): DEMAND
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If there was ever a reason 
the undersigned would envy 
Bulker owners, it would be 
how clean and accurate 
their Demand data is, 
especially Iron and coal 
transported by sea.

Trying to use tons of crude and oil products 
moved by sea as Demand data, to 
undertake similar analysis to bulkers, yields 
near gibberish. 

There are fundamental reasons for that, 
relating to the complex, ever changing 
nature of oil trading and midstream flow in 
particular, as part of the fully integrated 
conglomerates that are our typical clients. 

(How many times have we loaded a  tanker, only to drop anchor OPL and discharge back in same port weeks 
later, or changed course in the middle of the voyage. How many Capes have we seen discharging Ore in Brazil?) 
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Having outlined many issues on both the Supply and Demand Data, now would be 
an opportune time to present a Solution. This being real life, a solution may no be 
forthcoming, but there might be ways to mitigate.

LIGHT IN THE PROVERBIAL TUNNEL

Supply (educated guessing):

Scrapping can be estimated 
in relation to the anticipated 
earnings as well as analyzing 
fleet age to estimate 
expected number of ships 
per year reaching DD due 
dates and number of which 
require WBTS.

Slippage remains a guess, 
only assisted by recent 
empirical evidence

Demand (accuracy over proximity):

• We have found a very high correlation (.99) of the 
iffy Tons by Sea (TbS) data to Global Oil 
Production (OP) + Global Refinery Through Put 
(RT). This data is preferred for many reasons.

• OP & RT are headline data, with multitude of 
sources offering analysis and predictions across 
many horizons from short to long term. In contrast, 
TbS data is arcane and updates typically once a 
year.

• There is fundamental logic to support a positive 
relationship between OP and RT and how busy 
our tankers are. [Note the relation is not one way].
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Let us fly above the data issues for a sec and 
take the birds eye view of our industry. So, 
what happened to tanker supply & demand 
balance since Roger Moore was shooting bad 
guys aboard a Greek owned VLCC in “The 
Spy who Loved me”?

We can easily see the fleet adjusting to the 
80’s doldrums. From the nineties a slow 
increase but in tandem with Oil Production. 
The cautionary tale ends abruptly though with 
the hangover from the booming 00’s and the 
imbalance reached at the inflexion point circa 
2010 – a full 30 years after dear Roger!

Unfortunately, the Supply/Demand imbalance 
is widening, and it is in our disfavor!

Unless we are careful we will need to go 
through 5 new Bond characters till we see 
sustained medium term good markets

STILL ON HANGOVER AND DIVERGING
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THE (NOT SO) MAGIC RATIO 
Another approach is to 
simply divide supply to 
demand: 
(OP+RT)/Tanker Fleet

The resulting “Ratio” is 
not a crystal ball in itself, 
but if viewed as a trend, 
it does seem to give 
pretty good information
as to the direction of 
Tanker Earnings. In this 
respect, we also track 
the year on year 
change of the “Ratio” 
(blue mountain, also 
used in the next slide) 
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PUTTING OUR IGNORANCE IN A JAR
If we take the not so insignificant leap of 
accepting that a trend reversal in the Ratio 
(prev. slide blue mountain +ve) is a reversal of 
the current bad market trend, then fixing the 
orderbook we can see what the remaining 
variables of Scrapping and Oil Production 
need to do in order for our markets to return 
to health, by the end of 2018 as everyone 
says it will.

The fun part of this is that its easy to watch 
scrapping and Oil Production progress and 
then see where we are heading within this 
takeaway table.

Less fun are the findings, as it appears by no 
means certain that markets will recover in 
2018 as most of us take for granted. Many 
things need to go right for that to happen…

Notes: Output cells are the previous slide blue mountain “Ratio YoY” values 
based on the variables of the two axis of this table. We need near zero or 
positive number to indicate a market reversal from current depression. 

• Delivery schedule assumed without any slippage. Assumptions on 
slippage can be made and offset against the Scrapping row headings.

• Only Oil Production is used for future years, instead of OP+RT in historic 
data. We hope to obtain RT future data soon (we have not tried very hard 
so far, so there is yet hope from our laziness)
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ABOUT MATHS IT IS NOT 

• The presentation should have ended on slide 3. 

• All the other slides are only about one aspect of the framework: Tools.

• They are also nothing more than a singular, arbitrary attempt to start a 
process that should be evolving and improving, but certainly consistent.

• Our industry is the perfect example of 
the “weakest link” cliché – on steroids: 

No single Ship Owner is smart 
enough to survive his peers 
absurdity – (especially if the latter 
is on a considerable scale).


