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Tanker chartering — Crude VLCC earnings
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Market comments 175,000

It’s been a very quiet week, as expected, in the VLCC o N

market. Chinese New Year celebrations have kept many S 100,000 14 /AR A

charterers off the market and only a handful of vessels 3 75,000 \\\\A ,L// \/\\W
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rates are seeing some downward pressure, particularly on
Western destinations. Eastbound rates, as well as those
from West Africa, have so far held up better. The real
test will come next week, however, when activity is
likely to pick up. Rates may still dip further in the near-

Suezmax earnings

term, depending on how eager owners are to fix at what 175,000
are still very healthy levels. Suezmaxes have also had a oo !
quiet week and although rates are up from last week they Z 100,000 \
are off the mid-week highs. Black Sea rates have come 8 S N AV/ Aa
down in response to shorter waiting time in the Bospo- 50,000 LA NG\
rus. For aframaxes, there has been some improvement in 25,000 AVARV N N> .
the Caribs, but little action or change elsewhere. 0 ‘ ‘ ‘ ‘ ‘
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Route WS today | Last week USD/day
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Aframax (DH) Current trend: Flat o
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Tanker chartering — Clean MR earnings
Market Comment 50,000 -
As expected, all markets dropped through the week. LR2 45,000 -
by some 35, LR1 by 20, Cont/US by 20, and Sing/Japan 40,000 +
by some 42.5 points. Wee look forward to increased 3 gzggg ]
activity next week. 2 265,000 4
20,000 +
Market assessment — MR 15,000
Route WS today Last week UsD/day 10,000 1
5,000 T T T T T
307 Spore - Japan 3775 410.0 26,606 Feb. 05 Apr. 05 Jun. 05 Aug. 05 Oct. 05 Dec. 05
37’ Cont. - US 295.0 305.0 28,077 Spore - Japan Cont. - US
38’ Car. - USAC 267.5 280.0 23,863
LR earnings
Market assessment — LR 85,000
Route WS today Last week USD/day 75,000
55’ MEG - Japan 260.0 280.0 34,982 _ 65,000 1
75’ MEG - Japan 225.0 260.0 39,729 § 55000
8 45,000 -
. . . = 35,000
Freight derivatives 25,000 {
. . 15,000 -
A fairly slow week as the Eastern holidays put a brake on 5000

the mkt. TD3 prompt trades down on thin volume, as does
TD5. The latter coming off on Friday as the physical
strength seems to have peaked. TD7 contracts lost several
points on plunging ratelevels. Clean trades in the East were
unsurprisingly weaker. TC2 experienced a mid-week dip
before gaining strength on Friday, as charterers met
resistance from owners in the w280s.

Weekly change in key FFA contracts

Feb Mar  Q2°06 Q306 Q406 CALO7

TD3 MEG-Japan, 250’ dwt
123.0 94.0 74.0 72.0 105.0 76.0
-4.0 05 1.0 -0.5 0.0 0.0

TD 5 West Africa— USAC, 130°dwt
174.0 152.0 125.0 112.5 154.0 125.0
-1.0 25 0.0 25 0.0 0.5
TD 7, North Sea, UKC, 80’dwt
142.0 145.0 125.0 115.0 159.0 130.0
-18.0 5.0 25 0.0 0.0 0.0
TC 2 Cont-USAC, 37’ dwt
292.0 292.5 266.0 240.0 282.0 237.5
7.0 75 4.0 1.0 75 0.5
TC 5, MEG-Japan, 55’ dwt
245.0 240.0 222.0 224.0 265.0 202.5
-10.0 10.0 7.0 40 0.0 -5.0

Feb. 05 Apr. 05 Jun. 05 Aug. 05 Oct. 05 Dec. 05
—— MEG - Japan, LRl —— MEG - Japan, LR2
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Research

The pendulum is swinging in the other direction in the
product tanker market. Having benefited from the surge in US
imports after the hurricane season, vessels are now busy
taking products back to Europe again. Good fun for owners
and a fascinating study in market dynamics, as trade flows are
realigning in response to market signals. US product imports
have consistently exceeded 4 mbd in recent months, (+35%
yly), as soaring prices sucked in all available oil. It looks like
the party may have been overdone, however, with product
stocks building contraseasonally after an unusually mild
January. The market adjusts quickly, though, and the gasoline
price differential between NY and Europe hit a 7 month low
this week. Similarly, the plunge in natural gas prices (down
40% in a month) no longer makes heating oil and fuel oil a
bargain. Colder weather in Europe and reduced gas exports
from Russia are now partially reversing these flows. While
the back-and-forth game is fun for product tanker owners,
there can be little doubt that a sustained decline in US imports
would remove a major pillar of support for the bull market in
recent months.

Key market drivers
2004 2005 |2006E | 2007E
World oil demand (% change) +3.7 % |[+1.3% |+2.2% [+2.2%
USA +35% |(+0.2% | +1.8% | +1.9%
Europe | +1.1% | -0.1% | 0.0% @ 0.6%
China| +15.4 | +2.9% | +5.9% | +6.8%
Japan| -2.7% +1.1% | 0.6% | 0.0%

Opec production (mbd) | 29.1 2989 30.5
FSU production (mbd) 11.2 11.6 12.1

Fleet statistics |Curre | 2006P | 2007E | 2008E
VLCC fleet (# vessels) 473
Orderbook 92

Deliveries 17 33 32

Suezmax fleet (# vessels) 334
Orderbook 65
Deliveries 24 28 7

Average earnings 2004 2005 2006 YTD

VLCC, MEG - Korea = 97,657 = 60,232 92,452
Suezmax, Bonny — Phila. | 65,965 = 46,907 57,770
Aframax, TEES-R.dam = 56610 54,304 47,649

Source: IEA, DoE, Bassge
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BROKERS OF P. F. BASSJE AS

AOH (+47) Mobile (+47)

Gerhard N. Dahl - President 22951994 91164235
Ole-Rikard Hammer - Managing Director 66 90 49 91 97 54 06 82
SALE & PURCHASE / NEWBUILDING / PROJECT 22010825

Petter A. Thorendahl 22 44 63 83 90 12 33 06
Nils W. Koren 67 5301 47 90033230
Lars Kalbakken 90 02 25 25 90 02 25 25
FREIGHT DERIVATIVES 22010850

Kristian Thunes 22 59 27 05 9158 14 57
Fredrik Sagen Andersen 41233029 41233029
Nils Andreas Arnesen 22 43 05 25 90 18 46 49
Magnus Dehli 92 4592 90 92 4592 90
Alf Fjetland 92 63 44 95 92 63 44 95
TANKER CHARTERING 220108 20

Gerhard N. Dahl 22951994 911642 35
Morten Austvold 6486 78 11 91705031
Lars Irgens 22493272 90 60 13 99
Bjern-Erik Lgkken 22921474 90 18 80 44
Morten Rgine 67591111 90614472
CLEAN 220108 80

Tom Ranum 67 120101 9069 72 10
Knut Ebbesen 22 49 16 95 901109 15
David Sand 66 82 01 05 90143431
Inge Wallentin 22732720 90 89 99 28
OPERATION 220108 30

Gustav Myreng 67 14 92 37 90 12 19 47
Age Johnny Haug 69 88 56 80 90 03 55 40
@ystein Heggen 67 12 46 51 90 12 19 46
RESEARCH 220109 06

Ole-Rikard Hammer 66 90 49 91 97 54 06 82
Lars Kalbakken 90 02 25 25 90 02 25 25

Disclaimer

This e-mail/fax is based on information obtained from sources which P.F.Bassge AS believes to be
reliable, but P.F.Bassge AS does not represent or warrant its accuracy. The opinions and estimates
contained in this e-mail/fax represent the views of P.F.Bassge AS of the date of the e-mail/fax, and
may be subject to change without prior notice. P.F.Bassge AS will not be responsible for the
consequence of reliance upon any opinion or statement contained in this e-mail/fax. This e-
mail/fax is confidential, and may not be reproduced, in whole or in part, without the prior written
permission of P.F.Bassge AS.
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