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Surging LR Rates to Trigger Crude Tanker Clean-Up

LR2s Switching to Trade Clean or Dirty 

East of Suez product tanker earnings climb amid Red Sea disruption 

Escalating tension within the Red Sea has driven East of Suez LR tanker earnings higher since mid-December 

following a drastic reduction in the number of owners willing to transit via the Suez Canal. This has prompted a 

scramble for tonnage on certain voyages, particularly westbound runs, where hefty premiums have been 

required for diversions around the Cape of Good Hope. As such, earnings for benchmark voyages from the 

MEG to both Japan and the UKC surged to $100,000/day and $96,000/day respectively on 24 January, the 

highest since May 2020. While it has also been a firm start to the year for the Aframax sector, this strength 

has been largely driven by the USG and concentrated within the Atlantic Basin, while earnings in the MEG have 

come under relative pressure as some owners were willing to accept lower rates to move away from the region 

due to the situation in the Red Sea and with higher earnings available in the West. This divergence in earnings 

for crude tankers between the West of Suez and the East of Suez as well as the spike in clean rates has 

incentivised some Aframax owners to clean-up their vessels and switch to trading CPP, a shift against the 

trend of 2023. 

SSY tracking of the LR2 fleet showed an increase in the number of vessels trading DPP in 2023, with a net 

change of 12 clean-dirty switches recorded. An average of four LR2s switched to trading DPP per month in 

2023, compared to one per month cleaning up. This was due to increased demand for shorter-haul European 

replacement supplies as EU/G7 countries halted imports of Russian crude, as well as the introduction of 

premium Russian trade opportunities which pulled some of the fleet away from competing for non-Russian 

cargoes. As such, Aframax earnings (an average of UKC-UKC, Indo-Aus, USG-UKC) averaged roughly 

$24,000/day above the LR2 MEG-Japan benchmark in 2023, establishing the incentive for these vessels to 

have switched to trading DPP. But this trend flipped as of 2H January, with LR2 MEG-Japan earnings soaring to 

a premium of almost $41,000/day against the Aframax average on 24 January, compared to a discount of 

$45,000/day mid-month. Initial estimates for January indicate this has already led to six LR2s switching back 

to trading CPP, with other market participants also reportedly indicating intentions to follow suit. 
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Surging LR Rates to Trigger Crude Tanker Clean-Up
East of Suez product tanker earnings climb amid Red Sea disruption 

If maintained this would be supportive of the East of Suez Aframax tanker market as competition from LR 

tonnage trading DPP eases. In particular, this could help the Aframax sector regain market share of Australian 

condensate exports, where shipments have increasingly been taking place on LR vessels due to their more 

competitive freight. Refinitiv trade flow analysis shows the percentage of Australia’s DPP loadings (including 

condensates) shipped on Aframaxes averaged 43% in 2023, down from 59% in 2022. In contrast, LR2 market 

share increased from 29% in 2022 to 51% last year. 

There have also been reports of increased Asian chartering interest for ex-dry dock VLCCs and Suezmaxes for 

CPP trade. These sectors also recently came under pressure, so if LR earnings continue to escalate this may 

generate westbound trade opportunities via the Cape of Good Hope, particularly for the larger crude tankers. 

However, given the more considerable tanker cleaning fees for these larger vessels this would be a significant 

commitment for owners, while there are also a limited number of ex-dry dock vessels in place which would 

naturally limit the viability for these sectors. It is also worth noting that in previous years there has been a 

more readily available supply of newbuild VLCCs and Suezmaxes being delivered and able to load CPP on their 

maiden voyages. However, with just two VLCCs (the lowest on SSY records) and seven Suezmaxes (the lowest 

since 2014) scheduled to deliver this year there will be fewer ships available for such trades. 

The crude clean-up will cap East of Suez product tanker rates, and if the larger crude sectors are called upon 

this would place further pressure. Still, a range of factors remain in place which should continue to support 

product tanker trade and keep earnings elevated, particularly with tonne mile demand being stretched by Red 

Sea transit issues. Longer-haul East to West demand is likely to be maintained given the expansion of refinery 

capacity east of Suez, the ongoing impact of the EU/G7 embargo on Russian imports, as well as limited 

European inventory levels (see Europe, FSU & Africa page) which will continue to support hand to mouth 

buying. A heavy scheduled European refinery maintenance period should also underpin demand, particularly 

with turnarounds scheduled in the US. Meanwhile, naphtha shipments from the west to the East of Suez are 

being delayed so nearby supplies are being sought from the MidEast and India, elevating regional rates.   

LR2 vs Average Aframax Earnings 
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Asia Pacific & Middle East 

India’s Crude Imports by Source

Tanker Fundamentals
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Europe, FSU & Africa

ARA Oil Product Inventories 

freight 

costs on long-haul shipments from the East of Suez and how this will impact the viability of these trade flows. 

In addition, many European refiners pushed back maintenance 
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Americas

Trans Mountain Pipeline Throughput and Capacity

. Line 

fill is anticipated to take two/three weeks and will begin once the final tunnelling stage is complete. T
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Fleet Dynamics

MR Ballast Speeds

Tanker Fundamentals

VLCC Ballast Speeds

VLCC Asset Prices MR Asset Prices
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Contact us

Disclaimer 
While every care has been taken to ensure that the information in 

this presentation is accurate, SSY can accept no responsibility for

any errors or omissions or any consequences arising therefrom. 

Figures are based on the latest available information, which is subject 

to subsequent revision and correction. The views expressed are those 

of SSY Consultancy and Research Ltd and do not necessarily reflect 

the views of any other associated company. Reproducing any material 

from this presentation without permission from SSY is strictly 

prohibited. 

Further information on our terms and conditions can be found at: 

https://www.ssyglobal.com/legal/client-terms-and-conditions
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research@ssy.co.uk

London: +44 207 977 7404

Singapore: +65 6854 7122
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