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ECONOMIC RECESSION, SLOWDOWN OR GROWTH?

Over the course of the past year, turbulence in the sub-prime market in the United States
has led to the global financial crisis and triggered the economic slowdown in OECD countries.
US Gross Domestic Product (GDP) grew by only 1.8% year-on-year in the second quarter of
2008 and Eurozone (EA15) GDP increased by 1.5% during the same period. The recent
strong increases in commodity prices, in particular for oil and food, have increased
inflationary pressures and further threatened world economic growth. However, strong
economic growth in China, India and other emerging economies (which have been helped by
subsidised domestic petroleum products prices) has so far more than compensated for
OECD weakness and global economic growth has been apparent.

At present, there are now serious threats of a further slowdown in key OECD countries, with
the International Monetary Fund (IMF) indicating continuing economic weakness throughout
the second half of this year. However, they do expect some recovery emerging towards the
end of 20009.

As OECD economic activity in the past was closely correlated with the price of oil, the future
path of crude prices is one of the key factors that will affect the OECD economic outlook.
OPEC, by announcing a decision to cut output and calling for the member’s tight compliance
with quotas during its September meeting, gave an indication that it will support oil prices
close to the $100/bbl level (although perhaps not wanting to push prices back up to $147/bbl).
If sustained, high oil prices will continue to suppress economic growth in the developed
countries and will threaten the growth prospects in emerging and developing economies
where inflation is already remarkably high.

With the OECD countries clearly on the edge of recession, the focus for future economic
prospects is very much dependant on what happens in the East; the key current issue for the
shipping industry (and the rest of the economy) is how resilient the emerging economies are
to economic downturn in OECD countries.
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CRUDE

Charterers for VLCCs in the Middle East Gulf suddenly wised up to the fact that they were providing a little
too much feedstock to the marketplace, and applied the handbrake with force. The result was a very slow
second half to the week, and evidence that Owners would provide discounts across the board when normal
service resumes. Holidays abound in the Far East on Monday, and final confirmations of full October
programmes will not be known until mid-week, so a much busier period will have to wait until thereafter.
Currently rates for Double hulls to the West stand at around WS 80 and WS 115 to the East, with Single
hulls at, or a little below WS 100. Suezmaxes started the week with some promise of better things, but as
VLCCs quietened, Charterers showed little enthusiasm to get involved to any great degree, and rates moved
sideways to end 130,000 by WS 150 East, WS 145 West for doubles and about 20 WS points less for the
Singles. aframaxes failed to build further, but maintained a steady profile of around 80,000 by WS 180 East,
but with a slow start forecast for next week, levels will stay flatline, at best.

West African fortunes for Suezmaxes kept in line with the forecast, and softened to as low as 130,000 by
WS 137.5 for European destinations and only just above WS 140 for U.S gulf. Availability has started to
become a little finer balanced against demand, and that may start to allow for some improvement before next
weeks' report. Weather delays in the U.S Gulf may provide extra opportunity for some Owners to add some
extra points if called upon to provide replacements. VLCCs remain at 260,000 by WS 115, but co-loadings
are not proving attractive at that level and there could be some 'accommodation’ in the short term. Some
activity was noted for Indian destinations, however Single hull units were drawn from the East to save some
pennies, and rates down to US$ 4.50 mill lumpsum were paid for such units.

Aframaxes in the Mediterranean continued their volatile dance, but the range of which is much narrower
than that seen through the early/mid summer. Rates moved off, then up to 80,000 by WS 220 cross Med, and
closed at around WS 180, with next week expected to yield further ground. Suezmaxes kept muted through
most of the week, but began to pick up just a little more pace later, though that wasn’t enough to prevent
rates from moving off to 135,000 by WS 135 cross Med, and no higher than WS 145 from the Black sea.
Some very modest gain may be engineered over the coming period.

There was a belated upward response in the Caribbean/U.S Gulf to last weeks Gustav and Hanna show with
rates moving to as high as 70,000 by WS 270 Upcoast, before returning to WS 230 as availability proved
adequate. The next episode is now underway with Ike threatening to cause even more disruption, and the
market has already spiked again to WS 285. Further gains will depend on the extent of the chaos.

Aframaxes in the North Sea and Baltic showed little zip through most of the week, staying only a little above
last week’s lows. Later Charterers entered the market in greater numbers and rates surged to 80,000 by WS
200 cross UK Continent and 100,000 by WS 200 also from the Baltic. If interest moves ahead onto the end
month positions, then enough momentum will develop to mean further gains. Any stalling, however, will
quickly dampen Owners ambition. Suezmaxes continued to scratch around for cargoes, and any that were
concluded, moved at rates roughly 10 WS points under the prevailing West African number.
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PRODUCTS

Whilst the Atlantic starts to feel the effect of the latest Hurricane, East markets have
had a relatively steady week with mixed beliefs and varying emotions.

LR1s in the Middle East have cleared considerably but with 3-4 ships still available Owners are struggling to
bounce rates back up. 55,000 AG/Japan is now at WS 345, and 65,000 metric tonnes AG/U.K. Continent is
US$ 3.70 million. LR2s have had another dormant week with rates steady at WS 320 for 75,000 metric
tonnes AG/Japan. MR’s have had a busier time this week and tonnage has fixed quickly but rates have only
edged up as tonnage was starting to build. 35,000 metric tonnes AG/Japan is at WS 360 and 40,000 metric
tonnes AG/U.K Continent had crept up to US$ 2.5 million and rates may move slightly higher if the activity
levels remain steady.

Singapore has seen a fairly flat week with 30,000 metric tonnes Singapore/Japan trading at WS320, but the
exports from Korea have continued and rates have once again risen. Backhauls from Korea are once again at
year highs with no let up as Charterers cannot find vessels to move the available oil. This looks set to
continue into next week as cheap gasoil remains available.

As "lke" heads toward the Gulf Coast prices for unleaded mogas reacted by rocketing for prompt delivery
causing one the most heavily backward dated product markets in memory. Dates are all important in a
market of WS 335-340 (basis 37,000 metric tonnes) for Transatlantic trade, and rumours of WS 350 on
subjects at time of writing. This represents a "week on week™ gain of ten Worldscale points. Other products
remained strong with diesel prices careering in northern Europe, although the market for short haul remained
in WS 250-255 bracket with some spot vessels to do better numbers at the beginning of the week. At the
time writing there were multiple enquiries for various grades from the continent suggesting further market
hikes. Demand into Africa has subsided although rates will strengthen due to demand from Europe.
Approved smaller MR’s were talking WS 325 (basis 33,000 metric tonnes) at the beginning of the week
although one doubts that those rates would still be available.

A positive week in the Mediterranean as a healthy amount of enquiry for cross med voyages helped freight
rates to increase to WS 280-285 basis 30,000 metric tonnes, some 10 WS point rise from the beginning of
the week. Ships were fixed at WS 295 for Naphtha exports from Black Sea, with the potential to rise as
tonnage becomes tighter in the east Mediterranean area.

Freight rates will benefit from increased product prices in the US as traders seek to source product from the
area, however obtaining offers for prompt tonnage is proving to be difficult as owners are wishing to wait
and see.

The United States Gulf is home to around a quarter of the refining capacity in the United States so it is there
fore no surprise that with "Ike" predicted to turn into a "Cat 4" storm prices have spiked. The affect on the
freight levels in the region has been surprising slow to take effect with the rates for the upcoast trade being
an average of WS 260 basis 38,000 metric tonnes.
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