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Base Oil Market Trend
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▪ Group I, Group II and Group III base oil suppliers have announced price increases due to shortages in supply, healthy demand and feedstock dynamics.
▪ Shortages were aggravated by  extreme winter weather that forced refinery shutdown.

Sources: *Lubes&Grease, *ICIS, ZEMAShell Lubricants/Allied Oil & Supply



Logistics Freight Rate Snapshot
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Pack Market (Rate per Mile)

Pack Market (Rate per Mile)

Seasonal post holiday dip  
exaggerated by winter 

storms and rebound from 
retail sales spike

*Bulk Benchmarking does not include Spot vs Contract since its a small market

Key Takeaways
▪ Outlook:  Rates have plateaued since March, while holding at record highs. Intense demand from consumer

purchasing and constrained supply chain capacity are driving the current COVID triggered freight cycle with a

ripple effect throughout supply chains and across sectors.

▪ Demand: Retail sales dropped 1.3% in May as consumer spending shifted from goods to services. Fading 

stimulus money is expected to be a tailwind for shippers as economic growth moderates and the mix of

consumer spending away from goods-oriented consumption back to experiences such as travel and 

entertainment, starts to become more normal.

▪ Supply: Manufacturing and semi conductor shortages along with record low driver availability continue 

to ability to meet demand.

▪ What does this mean for freight markets? Even as the mix of consumer spending starts to rebalance, all-

time low inventory-to-sales ratios suggest a long inventory restocking glidepath. The overall ratio of

inventories to sales fell in March to the lowest level ever recorded since tracking began in 1992. This 

dynamic combined with the driver/capacity shortage signals the market is expected to remain tight for

the remainder of 2021.

▪ Domestic Inbound/Outbound Freight:   National tender rejection rates declined slightly in May. This was due 

to the increase in contract rates as they converge with the spot market.  However, rejections rates are still well

above pre pandemic levels of 10%.

▪ LTL:  Higher than historical usage of LTL shipments is expected to persist due to raw material availability.

▪ Bulk:  Not connected to consumer demand volatility, but driver and capacity availability continue to

pressure rates.

▪ Import/Export: Congestion is worsening at ports on the Gulf and East coast as US imports from Asia push 

drayage demand to record levels. US Retail container ports saw their busiest April on record 2.3 million 20 ft

containers imported.  May and June data is expected to show similar numbers.

▪ Diesel Fuel:  May: $3.22/gal

Spot & Contract rates 
converging = market 

is stabilizing 

Bulk rates decline slightly 
in May at +6% since Q1 

2020
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Logistics Freight Signposts
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FTR Shipping Conditions Index
SCI is a broad measure of shipper conditions: volumes, rates, fleet capacity, fuel price, and 

financing. 

Active Truck Utilization 
Share of trucks actively engaged in hauling freight

Headwinds

Positive: Favorable 
conditions for shippers

Negative: Unfavorable 
conditions for shippers 

The near-term outlook for active truck utilization is slightly stronger, holding at essentially 100% 

through Q2 and moderating slightly through Q3. 

▪ Rate stability: Although rates are expected to remain significantly elevated, pack spot and

contract freight rates are starting to converge.  This is already resulting in few tender rejections

and lessening the need for rate relief to secure drivers.

▪ Capacity: Freight volumes moderated in April after rising to a five-month high in March.  Slower

growth since March likely reflects ongoing supply constraints and the deepening semiconductor

shortage.  With both driver and equipment capacity in short supply, we are witnessing the

strongest rate environment in recent history, even with a bit slower volumes.

Driver Availability & Consumer Demand:   The FTR Index has improved from its record low in March 

of -17.8 but remains negative and is expected to remain below neutral for the remainder of 2021. 

▪ The US trucking sector shed 1,500 payroll jobs in April, even though indicators of freight demand

suggest the need for a significant increase. Employment is still 44,500 jobs, or 2.9%, below pre-

pandemic levels. Trucking has fared better restoring its work force than the overall economy, which 

is still down 5.4%.

▪ Median wages for heavy truck drivers  exceed maximum jobless benefits by less than $5,000 a year

in 22 states. As of now, the $300-a-week supplement will end in June in 20 states. The federal

supplement is likely to end for the rest of the country by September 6.

May 20

May 21

10yr Avg
Forecast

Market to 
remain tight into 

2022

May 20

SCI shipping conditions 
are expected to remain 
negative through 2021. 

Tailwinds

May 21
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Additives Outlook
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Current Situation:
Continue to see tightness for most additives for rest of the year due to high demand and continued issues with raw material supply. Some small availability  improvement may be seen for certain additives from 
July. However, there are some concerns on potential impacts from US hurricane season as stocks are low.
Additives’ raw material costs have seen sharp increases (of around 23% to 38%) in the base oil, hydrocarbons like maleic anhydride, benzene, alcohols and commodities like caustic soda / Sulphur / zinc.  
Freight continues to be very tight, and costs have been increasing and this may continue for some time. 
Feedstock's outlook:
▪ Global base oil prices are forecasted to be edge upwards in the month ahead, but pace of the increase is likely to be much slower than in the recent months. The prices may stabilize at the end of the year.
▪ Ethylene and Propylene prices have started to stabilise and may decrease in the second half of the year, and this will have an impact on other components that derive from these. However, raw material

shortages may keep some prices high.
▪ Sulphur, Zinc and Caustic soda is expected to remain flat or go slightly down in next quarter.
▪ PAO prices are likely to continue to increase over the coming months as supply is still tight. Due to the ongoing base oil shortages, many people have moved to synthetic base stocks meaning an increase in

demand which has coincided with lower availability due to several FMs earlier this year.
▪ For esters, palm oil and oleic acid prices have been rising for almost 12 months due to low inventories and increased demand. Expectation that pressure on these 2 raw materials will ease as we move into Q4.

Key Insights



Lubricant Price Increase Announcements as of June 22, 2021

Sources: JobbersWorld

ExxonMobil

Chevron

Valvoline

BP

P66

CITGO

Shell

YTD Price 

Increase %

74%

59%

72%

24%

40%

52%

15%

2021 YTD Lubricant 
Price Increases

Four lubricant price increases in 
2021 in response to rising costs 
in base oil, additives, packaging, 
freight, and labor.

Base Oil Price Increases
Five base oil price increases 
since December 2020 and 
another one expected by the 
end if this month.

First announcement 
12% across all 

companies, except 
for BP that 
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1/19
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takes effect 2/8
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