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/‘k\ Last 10+ Years: Not Your Usual Oil Price Volatility

RAPIDAN

Daily WTI Spot Price
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— Consensus Expects $60-$70 is the New Normal
RAPIDAN

Expected Brent crude oil prices 2018-2022 ($US /bbl)

Frequency distribution of results from price survey
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—— Brent average price in 2022

Source: Survey of Bestin Energy readers in early Jan 2018
(Population size 7000+, responses 1000 +)
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Crude Oil Prices

Nominal, Source: The Derrick, API, St. Louis Fed, EIA

Crude Oil Prices
Nominal, Source: The Derrick, API, St. Louis Fed
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/‘*\ Texas Resorted to Armed Force and 40 Years of
RAPIDAN Central Planning to Tame Oil Price Cycles
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FIGURE 4.2

Martial law. Militia are deployed to shut wells in East Texas oil fields. The postcard
reads “HOOF BEATS DROWN DRILLING DIN AS CAVALRY MEN PATROL EAST TEXAS
O1L FIELDS”

Source: From the postcard collection of Jeft Spencer; original postcard photo by Jack Nolan.
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RAPIDAN

Share of world oil production

40%

35%

30%

25%

20%

159

10%

5%

0%

No Spare Capacity, No Peace

Oil Disruptions, Spare Capacity, and Crude Prices
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/‘k\ 10 Years Ago Oil Entered History’s Third Boom-Bust Era
RAPIDAN Last prolonged boom and bust era ended over 80 years ago

Monthly Real Crude Qil Price Ranges, 1859-2017
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Let’s Look Forward
EIA forecasts 2018 rise in DECD stocks and widening gap with a-year average

RAPIDAN

o FElAis the only agency that forecasts OECD inventories and it sees 42 mb build in inventories between Sep 2017 and Dec 2018 and a 25 mb widening between the
actual level and a-year average.

o Note: EIA's historical DECD data differ slightly from [EA's but the difference is not material to this analysis.
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RAPIDAN Peak Demand is Now All the Rage

World petroleum and other liquid fuels consumption grows by 18%
between 2015 and 2040 1n the Reference case—

Petroleum and other liquids consumption
million barrels per day
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RAPIDAN Trend: Forecasters Upwardly Revising Non-OECD Demand

Non-OECD Per Capita Oil Demand (2010 vs 2017 Forecasts)

£
]

+17% +18% +12%

Il Observed Demand
2017 Forecast
W 2010 Forecast

Per Capita Oil Demand (liters/day)
-
S

°
8

2015 2020 2025

India Per Capita Oil Demand (2010 vs 2017 Forecasts)

0.70

+25% +38%
0.60

M Observed Demand
2017 Forecast

0.50
W 2010 Forecast

0.40

Per Capita 0il Demand (liters/day)

0.30

2015 2020 2025

China Per Capita Oil Demand (2010 vs 2017 Forecasts)

2.00

+22% +21% +17%
175

B Observed Demand
2017 Forecast
2010 Forecast

1.50

) .
1.00

2015 2020 2

Per Capita Oil Demand (liters/day)

No quotation or distribution 11



—

RAPIDAN
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Peak Demand’s First Test

Gasoline Consumption in the U.S. Transportation Sector 1950-2040

Source: EIA
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RAPIDAN

- Will Elected Officials Stop Them?

Consumers Prefer Thirstier Cars When Pump Prices Fall

Sales Weighted Miles per Gallon of New Car Purchases vs Gasoline Prices
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/‘k\ Latest EIA Forecasts Show Upward Revision Trend in Mogas Demand
RAPIDAN FIN's Updated 2019 Forecast Shows a +20kb/d Swing From Most Recent AED

US Gasoline Demand: Evolution of EIA's Forecasts
9.6

9.5

9.4

9.3

9.2

9.1

9.0

8.9

mb/d

8.8

8.7

8.6

8.5

8.4

8.3

2015 AEO 2016 AEQ  =—2017 AEO Jan 2018 STEO

8.2
2015 2016 2017 2018 2019 2020 2021 2022

Source: EIA

No quotation or distribution



—h— New Importers Will Build Stocks in a Tighter Market
RAPIDAN
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/‘k'\ High Disruption Risk, Tight Spare Capacity Buffer

RAPIDAN

Geopolitical Disruptions and Spare Capacity
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RAPIDAN Let’s Hope (But Maybe Not Wager) We Won’t Need A Swing Producer

Oil demand and supply from existing fields
Million barrels per day
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https://www.statoil.com/content/dam/statoil/documents/energy-perspectives/energy-perspectives-2017-press-release.pdf

—l Unbalanced Market + No Swing Producer = Price Swings
RAPIDAN Between Demand Destruction and Shut In

Daily WTI Spot Price
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