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OPEC+ production cut was a great achievement
Spring 2020 rally peaked at lowest oil price in 51 months
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500 tight oil rigs to maintain 6 mmb/d tight oil/11 mmb/d total U.S. output

May tight rig count was 216 so decline to U.S.9 mmb/d by Q2 2021 is unavoidable
Production should increase this summer with shut-in re-activation then fall in Q4 2020
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Tight oil rig count generally lags WTI price by about4 months
Assuming this pattern holds in Covid-19 economic conditions,
rig count will continue to fall for at least another two months
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Tight oil companies hedged 2020 production above $55/barrel
and 2021 production above $52/barrel
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Permian basin annual decline rate is 27% for horizontal tight oil wells
Decline rates generally increase for wells drilled in more recent years
because of higher initial production rates
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Unaccounted-for oil has has decreased an average of -5.8 mmb over last 6 weeks
after increasing an average of +3.3 mmb per week since March 2019
+15 mmb added to Strategic Petroleum Reserve

425
UAO mmb
SINCE APR 2020 -35
375 SINCE MAR 2019 169
SINCE SEP 2017 304

325

275

225

175

125

75

Cumulative Change in Unaccounted-For Oil & Strategic Petroleum Reserve Stocks
Since Jan 12016 (mmb)

25

~"SPR Releases

WTI Price (RH

S)

Aprl7 <30

2020
375

-35 mmb
UAO

$S60

S50

S40

WTI Price (S/barrel)

$30

Unaccounted-for Oil

$20

+15 mmb
SPR

-—

Source: EIA & Labyrinth Consulting Services, Inc.

Labyrinth Consulting Services, Inc.

artberman.com

~N O

EIA Current/W

eekly Up

7/1/20

S0
dates/PSW Master.xlsx

Slide 7



U.S. unaccounted-for oil volumes have been negative for the last 6 weeks
Greatest positive and negative WTI unnacounted-for oil volumes
occurred within the last 11 weeks
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U.S. crude oil exports sub-commercial at current Brent-WTI differential price

Brent-WTI premium moved to +5$1.05 week ending June 5

U.S. crude exports require~$1.41 Brent-WTI premium to break even
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U.S. crude exports have decreased 1 mmb/d since March 20
Brent premium to WTI has decreased making exports sub-commercial
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How bad is it?
OECD May comparative inventory at record high 415 mmb more than 5-year average
Brent spot monthly average expected to reach only $39 by December 2020
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2020 WTI comparative inventory has increased to mid-2017 levels
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U.S. oil consumption rose +808 kb/d week ending June 5

It increased to within 3.6 mmb/d (-18%) of 5-year average of 19.9 mmb/d for this week

Gasoline use increased +324 kb/d but diesel only increased +18 kb/d from last week
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Yield Curve
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Comparative inventory increased +7.75 mmb week ending June 5
and is now +128 mmb more than the 5-year average
WTI is approximately $5 under-priced based on the green C.l. yield curve
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WTI price rally may have ended and price will probably stabilize in low-to-mid $30 range
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Price-discovery excursions between $25 and below $40
are likely in coming weeks based on news-cycle sentiment
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WTI oil-price rally is weakening
Boost from July contract roll was underwhelming
Insufficient open interest and volume for a sustainable rally

1.8
$60

1.6

WTI Price (LHS) »39.60

240 1.4

$36.26

1.2

Volume(RHS)

$20

%
o

0.8

WTI Futures Price ($/barrel)

620 0.6

WTI Open Interest and Volume (billion barrels)

Open
Interest
(RHS)

0.4

-$40

0.2

une Contrac\t\ July Contract

<60 'May Contract

1/2/20
1/9/20
1/16/20
1/23/20
1/30/20
2/6/20
2/13/20
2/20/20
2/27/20
3/5/20
3/12/20
3/19/20
3/26/20
4/2/20
4/9/20
4/16/20
4/23/20 &=
4/30/20
5/7/20
5/14/20
5/21/20
5/28/20
6/4/20
6/11/20

Source: Quand! & Labyrinth Consulting Services, Inc. Oil & Gas General/Futures & Future Spreads/CL1&CL7 Futures



Oil futures markets are short on price in 2020
Net length and open interest correlate negatively with price in 2020
Before 2020, net length and open interest correlated positively with price
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Brent + WTI price & net long positions are higher but open interest is lower
Brent + WTI open interest has fallen -1.3 bb (-15%) since April 17
but price is +$10.41 (+36%) higher & net long positions have increased +143 mmb (+32%)
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Average share price of sampled E&Ps increased 88% March-May
Price growth peaked in early May & has been relatively flat since then
Chevron & Conoco out-perform peers but all under-perform WTI
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2020 global demand may average 15 mmb/d lower than in 2019
Supply-demand balance will follow L-shaped trajectory as markets remain over-supplied
and global economy remains depressed through 2020

Year-over-Year Q22019 Q32019 Q42019 Q12020 Q22020 Q32020 Q42020 2020 AVG
i SUPPLY GROWTH 0.80 -1.91 -1.65 0.08 -9.88 -7.43 -7.01 -6.06
- DEMAND GROWTH 0.40 1.10 1.90 -14.97 -15.40 -14.40 -14.10 -14.72
SUPPLY BALANCE 0.80 -1.81 -0.75 15.95 6.32 5.16 6.34 8.44
[ 15.95
: Supply
i L. 6.32
- Positive 5.16
- 2.80 S-D Balance i
1.20
L 0.40 i 0.90 0.80 .
— e [—1 [—
|
| 0.10 075
. -1.81
- Negative
SD Balance
Q12018 Q22018 Q32018 Q42018 Q12019 Q22019 Q32019 Q42019 Q12020 Q22020 Q32020

: OPEC, IEA, EIA,Vitol, Trafigura, Goldman Sachs & Labyrinth Consulting Services
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Supply-Demand Balance (mmb/d)

OPEC expects -9.1 mmb/d demand growth in 2020
OPEC-EIA* forecast anticipates +3.6 supply-demand surplus in 2020

*OPEC does not forecast supply

beyond the present quarter. 1068 105
10 This forecast uses a transform
for 2020 EIA to OPEC supply. d
Demand .,

#9630 ©
95 &
5 92.28 2
» s
- Supply %
Positive 0 3
(RHS)
119 Balance (LHS)
037
-0.21 -0.08 . -0.41 -
Negative ' V 0.67
Balance (LHS) 211 81.30 80
-2.91

Source: OPEC, EIA & Labyrinth Consulting Services, Inc. OPEC/Market Indicators/ OPEC Supply Demand Master



EIA expects implausible +14.2 mmb/d (+17%) recovery in world oil consumption

Consumption fell -12.7 (-13%) mmb/d in Q2 and -19.8 (-20%) mmb/d in IH 2020
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Supply-Demand Balance (mmb/d)
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Source:

from 81.5 mmb/d in Q2 to 95.7 mmb/d in Q3
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Production Deficit (LHS)

mmb/d 1Q2019 2Q2019 3Q2019 4Q2019 1Q2020 2Q2020 3Q2020 4Q2020
PRODUCTION 100.31 100.38 100.12 101.49 100.77 93.00 92.63 94.43
PROD CHANGE 0.06 -0.25 1.37 -0.72 -7.77 -0.37 1.80
CONSUMPTION 100.03 100.25 101.37 101.31 94.18 81.49 95.70 99.05
CONS CHANGE 0.23 1.12 -0.06 -7.13 -12.68 14.20 3.35
PROD-CONS BALANCE 0.28 0.12 -1.25 0.19 6.60 11.50 -3.07 -4.62
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