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Tankers: Owners of crude oil tankers should continue to party-on for now, with 
VLCC spot rates currently standing at just above $80k/day and averaging just 
above $66k/day on a ytd basis (vs. long-term historical average of about 
$42k/day and all-in average cash breakeven level of about $25k/day).  
 
Historical trading patterns suggest the party will continue for at least the next 
couple months, before seasonal forces take hold in Q2, and particularly Q3. 
Indeed our full-year average VLCC rate assumption of $36k/day (+30% y/y) 
implies a significant reduction from the current spot rate. We may end up 
being too conservative, however, given this year’s rise in floating storage (see 
our oil market contango note from Jan. 11). To this point, it’s interesting to 
note that only VLCC rates are up ytd on a y/y basis (+66%), while Suezmax 
average ytd spot rates ($54k/day) are down 16% y/y and Aframax ($43k/day) 
are down 22% y/y on a ytd average basis. While the VLCC strength is clearly 
driven by increased long-haul seaborne trade (China imports in December were 
up 13% y/y and +20% sequentially), the data suggests that the current 
extraordinary VLCC environment may also be in-part due to contango-
psychology, as charters scrabble for tonnage ahead of sharper increases in 
floating storage. Nonetheless, we remain optimistic on the outlook for at least 
the next 12 months, though visibility beyond that remains cloudy given the 
industry’s fragmentation and resulting/historical lack of capacity discipline. 
 
Dry Bulk: Dry Bulk spot rates are still weak, though slightly less weak than 
before. Bellwether Capesize spot rates averaged $7k/day, down 45% year-on-
year and only slightly above levels seen during the depths of the great 
recession. The outlook for the next few months is lackluster given seasonal 
demand-related headwinds dry bulk shippers face in 1Q. We continue to 
expect the weak environment to create cash flow headwinds for majority of 
dry bulk shippers - best positioned in such an environment would be Diana 
Shipping (DSX, $6.60, Hold), given its solid balance sheet and resulting low all-
in cash breakeven (est. $12k/day). Interestingly, the current depressing dry 
bulk environment is exactly what is needed to drive a recovery in 2017 and 
beyond. As such DSX is an interesting name in our view for long-term 
investors, which we note there are few of in Shipping (and for good reason).  
 


