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Shut-in Russian oil adds to global tanker market woes as energy
turmoil rises

International Energy Agency signals further setback to beleaguered tanker
markets as it estimates 2.5m barrels per day in Russian crude and product
exports will be removed from market

16 Mar 2022 NEWS

by Michelle Wiese Bockmann @Michellewb_ ! michelle.bockmann@informa.com

IEA monthly oil report shows 40% of seaborne crude exports cut by April, as
release of UK citizen in Iran fuels expectation of imminent lifting of oil and
shipping sanctions on the Islamic Republic
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OWN REFINING ASSETS IN EUROPE, WHICH WOULD CONTINUE TAKING ANOTHER 500,000 BARRELS
PER DAY OF SEABORNE RUSSIAN CRUDE OIL, ACCORDING TO THE IEA.

ABOUT 3m barrels per day of Russian oil, including 2.5m bpd in exports, will be
shut in from April until at least the remainder of the year as buyers shun the
country’s hydrocarbons and sanctions take hold, the International Energy
Agency estimates.

As much as 60% of seaborne crude exports will be removed from the market
while pipeline shipments continue, based on figures the Paris-based agency
provided its monthly oil report issued today.

“The prospect of large-scale disruptions to Russian oil production is
threatening to create a global oil supply shock,” the report said.
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Russian crude and product exports by selected destination
(million barrels per day)

1021 2Q21 3Q21 4Q21 2021.0 Jan 22 2021 average share
Total Russian oil exports 7.3 7.7 7.3 1.7 7.5 8.0 100%
Total crude oil exports’ 4.4 48 4.7 49 47 5.0 62%
European Union 2.0 2.2 2.3 2.3 22 29%
Pipeline 0.7 0.7 0.7 0.7 0.7 0.7 9%
Seaborne 1.4 1.5 1.6 1.6 1& 20%
Other Europe? 0.1 0.2 0.2 0.2 0.2 2%
China 1.8 s 1.6 1.7 1.6 22%
Pipeline 0.8 0.8 0.8 0.8 0.8 0.8 1%
Seaborne 1.0 0.7 0.8 0.8 0.8 1%
us 0.1 0.2 0.3 0.2 0.2 3%
OECD Asia 0.2 0.3 0.2 0.3 0.2 3%
Total product exports 3.0 29 27 28 28 3.0 38%
European Union 1:3 ] 2! 1.2 1.2 16%
Diesel 0.5 0.5 0.5 0.4 0.5 6%
Naphtha 0.2 0.2 0.2 0.2 0.2 3%
Fuel oil 0.2 0.2 0.3 0.3 0.2 3%
Other products 0.3 03 0.3 0.3 0.3 4%
Other Europe? 0.3 0.3 0.2 0.3 0.3 3%
us 0.5 0.6 0.5 04 0.5 7%
China 0.0 0.0 0.0 0.0 0.0 0%
OECD Asia 0.2 0.2 0.2 0.2 0.2 2%

The IEA assessment suggests further headwinds for already depressed tanker
freight rates and the international global tanker fleet of some 5,500 tankers of
over 24,000 dwt.

With the exception of freight rates on Russia-linked trade routes in the past
three weeks, earnings for the global tanker fleet have remained unprofitable for
some seven quarters as supply outpaces demand.

Pipeline shipments, which the IEA estimates will not be affected by the Ukraine
invasion turmoil, were estimated at 1.5m bpd, with 700,000 bpd going to Europe
and 800,000 bpd to China.

Of the 2.5m bpd in exports affected, crude accounted for 1.5m bpd and refined
products a further 1m bpd, the IEA said, with losses deepening should bans and
public censure accelerate.

This accounted for a third of refined product exports, which include 500,000 bpd
of diesel and 200,000 of fuel oil exports.

The figures indicate that most of the 1.5m bpd removed from the market will be
seaborne crude lifted from ports in Russia’s eastern, Baltic, Black Sea and Arctic
ports, which deploy mostly suezmax and aframax tankers.
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“Russia exported about 5m bpd of crude oil and 3m bpd of products. We assume
that shipments through pipelines to EU countries and China as well as Belarus
will continue,” the report said.

“This flow accounts for about 1.9m bpd. Russian oil companies Rosneft and
Lukoil own refining assets in Europe, which would continue taking another
500,000 bpd of seaborne Russian crude oil.

“We also expect that the normal 800,000 bpd to 900,000 bpd of seaborne
shipments to China will be maintained and perhaps even increase. Thus, we
foresee a potential disruption in crude oil exports of 1.5m bpd.”

Chinese imports of Russian crude from far-eastern ports are short-haul voyages
that add the fewest volumes of tonne-miles to the tanker demand equation.
Tonne-miles measure volumes carried by distance travelled and are a proxy for
tanker demand.

Black Sea oil and product exports on larger tankers from Novorossiysk averaged
1.8m bpd in 2021, while exports from the Black Sea were just under Imbpd, and
from Baltic and Scandinavian areas, about 2m bpd, Lloyd’s List Intelligence data
show.

Not all tankers under 60,000 dwt are included in the tally, but some 88% of
shipments were on aframax tankers. In the Black Sea some 40% were suezmax
vessels.

“As sanctions expand, companies shun barrels and, at the same time,
opportunistic buying of massively discounted Russian crude sets in, the total
amount of Russian oil lost to world markets is a moving target,” the IEA said.
“With outright import bans announced by Canada, US, UK and Australia, only
some 13% of Russian oil exports are directly affected.

“However, major oil companies have stepped away from Russian oil for
reputational reasons and uncertainty over possible future sanctions.

“For now, Moscow’s o0il continues to move to the market on the back of deals
made prior to its invasion of Ukraine.”



Oil trader Vitol and Chinese trader Unipec have chartered VLCCs to ship Russian
crude to China from north-west Europe, the IEA said.

Oil loadings from Russian ports increased in the week ending March 13, but
were 500,000 bpd below pre-invasion levels, said the IEA, citing data from
Kpler.

There’s been an increase of Urals volumes, which are loaded

from Primorsk or Novorossiysk, are on the water which suggests sellers are
struggling to find buyers or tankers are sailing to destinations further afield, the
IEA said.

Energy markets are also digesting news that Iran has released two detained UK
citizens, fuelling speculation that an agreement to lift three-year-old US
sanctions on Iran’s oil and shipping sectors is imminent.

The lifting would immediately add some 1m bpd to the market, largely through
the sailing of Iranian tankers that have been storing condensate and crude to
buyers in Asia.

News that some of Iran’s elderly tanker fleet have gone to repair yards, also
added to anticipation that the tankers expect to soon resume international
trading.

IEA has also downgraded estimates for crude demand in 2022 citing surging
commodities prices and international sanctions against Russia hitting global
economic growth.

The IEA’s forecast for crude demand growth of 2.1m bpd is 905,000 bpd lower
than its assessment in last month’s oil report. Total demand is assessed at
99.7m bpd.
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