
 
 

1 September 2015 
 

   

 Fleet growth threatens product tanker earnings 

 

London, UK, 1 September 2015 – The product tanker market has 
enjoyed healthy returns in recent years on the back of structural 
changes taking place in trading patterns. However, impending fleet 
growth is expected to reduce the sector’s earnings over the medium 
term, according to the Product Tanker Market Annual Report 2015 
published by global shipping consultancy Drewry. 

The widespread switching of trade by product/chemical tankers (also 
called “swing” tankers) from chemicals to refined products has resulted 
in rapid growth in the product tanker fleet, which has expanded by 11.4 
million dwt through 2012-14 (of which 8.2 million dwt is attributable to 
switching of tonnage). This large-scale shift in tonnage capacity, 
coupled with a hefty orderbook delivery schedule for the next two years, 
will exert downward pressures on freight rates, despite steady growth in 
products trade volume and lengthening of average voyage distance (in 
turn tonne-mile demand). 

“Although seaborne trade volumes for refined products will continue to 
grow at a healthy rate over the forecast years, we expect freight rates to 
come under pressure in the near term,” said Nikhil Jain, Lead Analyst at 
Drewry. 

 

http://drewry-email.co.uk/_act/link.php?mId=C9115717594834735946417296404119&tId=160804471
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The ongoing changes in global products trading patterns - led by the 
advent of shale oil in the US, downstream expansion in the Far East 
and rising oil demand in emerging economies - will ensure steady 
growth in tonne-mile trade for products, with strong gains expected for 
gasoil (diesel) and naphtha. 

Tonnage demand (in tonne-mile terms) for product tankers is projected 
to rise at a CAGR of 2.8% over 2014-20 (compared to 2.9% over 2011-
14), with the bigger MR2 and LR2 segments accounting for the majority 
of the increase over the forecast period. 

However, a major shift in “swing” tonnage entering the products trade 
together with the high pace of deliveries are expected to boost tonne-
mile supply growth to 3.5% per annum over 2014-20, outpacing the 
growth in tonne-mile demand, especially during 2016-17. 

“A widening in the tonnage supply-demand gap and consequent decline 
in fleet utilisation rates during 2014 and the first half of 2015 has failed 
to depress freight rates for products tankers, which have benefited from 
the recent surge in crude tanker rates and overall market sentiments. 



However, when the dust settles, rates are anticipated to decline in line 
with falling utilisation levels during 2016-17. The market is expected to 
stage a recovery, albeit a modest one, from 2018 onwards, provided 
ship owners abstain from repeating another round of excessive tonnage 
ordering as seen in 2012-14,” added Jain. 

END 

“Product Tanker Annual Report 2015" is an annual report published 
by Drewry Maritime Research and is priced at £1,495 for a single issue. 
The report is available from the Drewry website www.drewry.co.uk. 

For further information, please contact James Harley, Drewry’s Head of 
Marketing: 

Drewry,  
15-17 Christopher Street,  
London EC2A 2BS  
United Kingdom 

T: +44 (0)20 7650 1676  
F: +44 (0)20 7987 9396  
E: harley@drewry.co.uk  
W: www.drewry.co.uk 

About Drewry 

Drewry is a leading international provider of research and consulting 
services to the maritime and shipping industry. From its origins in 1970 
London to a 21st century maritime and shipping consultancy, Drewry has 
established itself as one of the most widely used and respected sources 
of impartial market insight, industry analysis and advice. Offering a 
unique combination of sector knowledge, rich market insight and 
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commercial awareness Drewry is able to consistently deliver the 
performance, profitability and competitive advantage its clients seek. 

Drewry serves its clients through four business units: Drewry Maritime 
Research, publishing market-leading research on every key maritime 
sector; Drewry Maritime Advisors, supporting the needs of shipping and 
financial institutions; Drewry Supply Chain Advisors, providing 
seafreight procurement support to retailers and manufacturers; and 
Drewry Maritime Equity Research, delivering an Investment Research 
Service on listed companies operating in the industry. 

Drewry has a truly global perspective of the maritime sectors and areas 
of expertise it covers and employs over 100 professionals across an 
international network of offices in London, Delhi, Singapore and 
Shanghai. 

 


