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This presentation is provided by Lorentzen & Stemoco AS or an affiliated company and has been prepared for information purposes only. This presentation is not a solicitation of any offer to buy or sell any 
security, commodity or instrument or related derivative or to participate in any trading strategy. Any such offer would be made only after a prospective participant has completed its own independent 
investigation of the instrument or trading strategy and received all information it required to make its own investment decision, including, where applicable, a review of any prospectus, prospectus supplement, 
offering circular or memorandum describing such instrument or trading strategy (where such information would supersede this presentation, and to which prospective participants are referred).   
  
This presentation is confidential, and may not be reproduced or distributed, in whole or in part, without the prior written consent of Lorentzen & Stemoco AS.  
  
This presentation is based on information obtained from sources which Lorentzen & Stemoco AS believes to be reliable but Lorentzen & Stemoco AS does not represent or warrant its accuracy or completeness 
and disclaims any and all liability related thereto. Please note that all prices and special levels are indicative, and may not be up to the date specified in this presentation, while the opinions and estimates 
contained herein represent the view as of the date of the presentation and may be subject to change without any prior notice.  
  
Please note that past performance of a market, company or financial instrument is not necessarily a guide to future performance.  
  
Estimates provided in this presentation are prepared by Lorentzen & Stemoco AS. Lorentzen & Stemoco AS expressively disclaim any and all liabilities for any and all losses related to investments caused by or 
motivated by this presentation. Any person receiving this presentation is deemed to have accepted this disclaimer that shall apply even if the estimates or opinions shown turn out to be to erroneous or 
incomplete or is based upon incorrect or incomplete facts, interpretations or assessments or assumptions by Lorentzen & Stemoco AS, and irrespective of whether Lorentzen & Stemoco AS or any person related 
to Lorentzen & Stemoco AS can be blamed for the incident.  
  
Lorentzen & Stemoco AS and/or its employees may have investments in companies/financial instruments featured in this presentation, and may elect to sell or buy additional financial instruments at any time. 
Lorentzen & Stemoco AS may also have other financial interests in transactions involving these companies/financial instruments. Lorentzen & Stemoco AS may have or has acted as advisor to, broker or manager 
for a number companies mentioned in this presentation. For an overview of the companies to whom Lorentzen & Stemoco AS has provided advisory, brokering, consultancy or other services to over the latest 12 
months, please see contact  Lorentzen & Stemoco AS and find the relevant department on www.lorstem.com 
  
This presentation does not provide individually tailored investment advice or offer tax, regulatory, accounting or legal advice. The assets, securities, commodities or other instruments (or related derivatives) 
discussed in this presentation may not be suitable for all investors. This presentation has been prepared and issued for distribution to professional investors only and all recipients should seek independent 
investment advice prior to making any investment decision based on any information contained in this presentation. Prior to entering into any proposed transaction, recipients should determine, in consultation 
with their own investment, legal, tax, regulatory and accounting advisors, the economic risks and merits, as well as the legal, tax, regulatory and accounting characteristics and consequences, of the transaction.  
  
Distribution in the United States 
  
This presentation was prepared for information purposes only by Lorentzen & Stemoco AS, a foreign broker-dealer that is not registered in the United States. Lorentzen & Stemoco AS’ presentations are 
intended for distribution in the United States solely to "major U.S. institutional investors" in reliance on the exemption from broker-dealer registration provided by Rule 15a-6 of the United States Securities 
Exchange Act of 1934, as amended and may not be furnished to any other person in the United States. Each major U.S. institutional investor that receives a copy of a Lorentzen & Stemoco AS presentation by its 
acceptance thereof represents and agrees that it shall not distribute or provide copies to any other person.  Any U.S. recipient of presentation that desires to effect transactions in any securities discussed within 
this presentation should do so through Lorentzen & Stemoco AS and shall be advised on how to proceed through a U.S. registered broker-dealer. 
  
Financial statements included in the presentation, if any, may have been prepared in accordance with non-U.S. accounting standards that may not be comparable to the financial statements of United States 
companies. It may be difficult to compel a non-U.S. company and its affiliates to subject themselves to U.S. laws or the jurisdiction of U.S. courts. 
     
This presentation is issued by Lorentzen & Stemoco AS. Lorentzen & Stemoco AS is a company established under the laws of Norway being licensed and supervised by Norwegian regulators, and all matters 
relating to this presentation shall be governed by the laws of Norway. 
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• Vessel growth of 5% in 2016, 3% in 2017 

• Orderbook shrinking, still dominated by stainless steel vessels 

• Swing tonnage effect likely to be somewhat more muted in 2016 compared to 2015 

• Oil on the verge of steady recovery - market to balance, making natural gas feedstock 
more competitive again  

• Organic chemicals leading demand growth in the chemical tanker market 

• Iran returning to the fray with increased chemical production capacity 

 

• Rates continue to pick up on stronger market sentiment, with 1 year TC for chemical 
tankers at highest levels since 2008 

• Secondhand values have moved away from sideways trajectory to stronger appreciation 
towards newbuilding parity 

 

Values 

Rates  

Swing tonnage 

Vessel supply 

Organic chemicals 
driving growth 

Oil price likely to pick 
up towards end of 

2016 
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• Slowing production growth allows for demand to 
catch up, allowing for better market balance 

• Price likely to move towards $60/bbl levels within 
end-2016/early-2017  

• Long term, a prolonged reduction in E&P spending 
and ensuing production declines would cause a 
demand-supply overhang 
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Oil price view 

Market set to rebalance 

L&S Research 
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• Tight oil and shale gas is supporting chemical 
market fundamentals 

• Low crude oil prices have so far had little effect on 
US natural gas production 

• Whilst the beneficial discount to crude oil 
previously enjoyed by natural gas has declined, 
natural gas based feedstock locations like the US 
and the Middle East are still competitive compared 
to other producing regions 
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Despite low oil price – natural gas is here to stay 

US feedstock still competive 

L&S Research, EIA 
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Global Chemical Demand 

Seaborne trade (tons)                                                              Deadweight demand 

L&S Research, MSI 

• Chemical demand growth is expected to start picking up momentum in late 2016, to grow with a CAGR of 5% 
between 2016 and 2018 (against supply growth of 3% over same period) 

  
• Strongest growth expected in organic chemicals as structural shifts unfold in locations like US, based on cheaper 

feedstock access 
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• Trade in organic chemicals to grow from 105 to 128 mill tons over the next four years 

• Trade growth is driven by increased exports of methanol and ethylene glycol, predominantly out of the US, and 
Xylene-p out of the Middle East 

 

7 

Growth in organic chemicals driving the market 

Chemical market growth driven by bulk organic chemicals 

L&S Research, MSI 
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• US capacity increased by crackers coming 
onstream from 2017-onwards based on on shale 
gas advantage 

• Majority of growth in organic chemical trade 
forecasted to come from increased methanol 
production in the US, predominantly exported to 
China. Growth is also envisioned on the back of 
planned ethane crackers, increasing US exports of 
ethylene glycols to Asia and Latin America 

• Refinery expansions in the Middle East are 
ramping up growth in naphtha and natural gas 
derivatives, with substantial growth in Xylene-p 
targeting the Asian market 
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Demand growth supporting market fundamentals 

L&S Research, MSI 



9 Lorentzen & Stemoco 9 

Organic chemical trade 

L&S Research, MSI 
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Asian markets still in the driver’s seat for demand growth 
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Asia main outlet for increased US and Middle East exports 

L&S Research, MSI 
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• Lifting of sanctions rekindling Iranian 
petrochemical industry 

• Access to advantageous feedstock costs 

• Iran forecasted to add 10 mill. tons of annual 
production capacity by 2020 

• Country exported an estimated 2.85 mill. tons in 
2014, 89% of which went to China and India 

• Significant investment into natural gas production 
needed to secure steady supply of feedstock – 
South Pars gas field primary focus 

• Pre-sanctions focus on spot cargoes of methanol 
to maximize net-backs 

• Post-sanction exports likely to target Italy, Japan 
and Korea 
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Iran emerging as a possible demand side factor 

Methanol supply expected to increase out of Iran post-sanctions 

L&S Research, IHS 
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• Orderbook is shrinking, as orderbook of 2013-
2015 seems to be relenting as deliveries come on 
water 

• Secondhand market picking up 
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Fleet development 
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