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‘thinking about that.

Energy is the economy & oil dominates energy. The economy does not run on money; it
runs on energy.

Most people, policy makers & economists are energy blind & can’t see what is
happening.

The old economy is gone. Its energy substrate will be different going forward.
Oil production & price may never regain November 2018 levels.

OPEC+ has managed oil markets+since 2016. The underlying over-supply is why all
price rallies have failed. The relative success of rallies depended on'depth of potential
threat to supply security. '
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Five oil rallies failed from mid-2018 to early 2020
2018 oil-price collapse was strongest possible signal to producers
Prices fell to $30 from OPEC+ failure before Coronavirus national emergency
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WTI Price ($/barrel)
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Markets have already priced-in coming inventory increase
Similar pattern to 2008, 2014 and 2018
but this time there is greater certainty about timing & levels
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Crude storage will take 19 weeks (August) to reach capacity at current rate of increase
U.S. storageincreased +19 mmb (+2.4%) to 64% of capacity week ending April 10
Does not include available capacity in strategic petroleum reserve
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OPEC+ production agreement is largely irrelevant

Producers will be forced to cut production because of low price and low demand

Supply-demand balance will improve in 2H 2020 but markets will remain over-supplied
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OPEC+ production cutis a fiction that only removes 2.6 mmb/d from world supply
Cuts based on October 2018 levels 7.1 mmb/d higher than present
9.7 mmb/d cutonly 2.6 mmb/d less than March levels
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EIA expects WTI spot price to average $30 in 2020 and $41 in 2021
Brent expected to average $33 in 2020 and $46 in 2021
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Yield Curve
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Nine Price Cycles Defined by Comparative Inventory vs WTI Price from 1995-2019
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WTI ~ $20 under-priced at $25 spot price based on green C.l. yield curve
Front-month price of $19.44 is $29 under-priced
2020 price-discovery excursion ~“50% vs late 2015-16 excursion ~33%
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100%

Global driving has decreased -58% compared to mid-January baseline
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U.S. GDP expected to contract 30-35%
based on estimates by 17 investment analysts
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GDP is proportional to oil consumption

Logarthmic Scales

$100,000
R2=0.93 , U.S.
oo Japan ..~ China
Germany o .-
( J % .
o ..,.-f India
=3 .'~. [ } .
S $1,000 . ..':.,..-0 . Russia
3 ol Saudi Arabia
% ® .’ ‘!..?'. [ ] ..
8 .'.&.0'..
e ..
E $100 :.:'_,." e °
- 0.'.;,9" e &
o .% Q % o
..:....*
a9 ©
$10 ° o* ~..‘:.P .o’
: .Q..;.
® ..
o
.
$1 0,.-'. °
..' o

SO

0.0001 0.001 0.01 0.1 1 10 100

Source: EIA, World Bank & Labyrinth Consulting Services, Inc.

Labyrinth Consulting Services, Inc.

2017 Oil Consumption (mmb/d)

artberman.com

Oil & Gas General/GDP VS OILCONSUMPTION 2017

Slide 14



2008 Financial

Collapse

-16% contraction in global GDP is likely
based on strong correlation between oil consumption and GDP
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October 2018 was probably the peak of global oil production
Created by artifical supply urgency by U.S. withdrawal from Iran nuclear pact
Failure to deliver on sanctions caused a major price collapse
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U.S. oil productionincreased +10 kb/d to 12.7 mmb/d in March
Negative production growth expected through October
with year-end production -1.5 mmb/d lower at 11.1 mmb/d
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Tight oil rig count has fallen -122 (-24%) to 389 in first 2 weeks of April
It may fall another 200 in coming months
based on WTI spot price-to-lagged rig count correlation
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March U.S. tight oil production decreased -10 kb/d from 7.07 to 7.06 mmb/d
April output estimated at 6.93 mmb/d

Incremental April & May growth expected to average -137 kb/d
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High Necessity

Low Necessity
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Work from Home
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Home Entertainment
Social Phone & Video Meetings
Convenience Stores & Gas Stations

Tourism-Air Travel-Cruises
Bars, Restaurants
Movie Theaters
Sporting Events & Concert Venues

Shopping Malls

Gyms & Recreation Centers
Salons & Spas

Museums

Low Risk

High Risk
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Art Berman

» The old economy is gone. Re-opening is only a partial solution with unknown, unintended
outcomes.

» Oil markets will adjust & prices will increase slowly once there is a path out of economic
closure & a partial restoration of employment.

> Managing oil markets has failed & needs to be avoided in future.

» The world in depression will need oil more than ever. Less emphasis on renewable energy

& climate change. . #% i y " .
> Greatest near-termisks are crash of fmancnal system from cascadmg-defaults &collapse of
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