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OPEC-EIA* expects a supply-demand deficit for 2H 2020 but a S-D surplus for 2021
-9.43 mmb/d demand growth and +3.55 mmb/d supply growth in 2020
+6.62 mmb/d demand growth and +1.99 mmb/d supply growth in 2021
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*OPEC does not forecast liquids supply beyond the present quarter.
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U.S. comparative inventory fell -8.59 mmb to 85 mmb more than 5-year average
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Weekly average WTI of $39.55 is ~$3.50 under-priced
based on the green C.I. vs price yield curve
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U.S. crude imports fell -187 kb/d & exports fell -85 kb/d week ending September 18
Falling U.S. net crude imports have been a major factor in decreasing inventories
Net imports have fallen -1.8 mm/d (44%) since mid-June from 4 to 2.2 mmb/d
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U.S product exports rose +0.11 mmb/d from 4.56 to 4.68 mmb/d week ending Sept 18
Net imports fell -0.24 mmb/d from -2.58 to -2.72 mmb/d
Average net imports have decreased- 700 kb/d since May
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U.S. refined product consumption has fallen -717 kb/d (-4%)
from 18.52 to 17.78 mmb/d since August 21
Recovery fell from 59% to 55% of the 5-year average week ending September 18
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U.S. refined product consumption has recovered to 55% of the 5-year average
Gasoline has recovered to 83% and diesel to 60%
Kerosene jet is at 27% of its 5-year average
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5 to 6 months from well spud to first production for Permian tight oil plays
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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

45
ANNUAL DECLINE WELLS
4.0 Prior Years -21% 7,335
2014 -26% 1,850
2015 -25% 1,966
35 2016 -21% 1,692
2017 -27% 2,609
§ 20 2018 -47% 3,284
€ WTD AVG -27% 18,736
£
525
o
>
°
o
290
o
1.5
1.0
0.5
0.0
. N N M m N n < < 5 o T T N N NN N mn W LW W O VW O NNMNDNNIMNNRNGOGOGOG O 0 0 0 O O O oo OO v O
= B B r N R N L N A r A r N B r AR N B B r A A B B AT AR
S8 5357388285853 82883525328285852888585328883:3532828253282¢%

EPRIORYRS H2014 ®2015 ®2016 ®2017 ®W2018 W2019 M2020

Source: Enverus & Labyrinth Consulting Services, Inc. Shale Plays/Permian 2020/PERMIAN TIGHT OIL DECLINE JUN 2020

Labyrinth Consulting Services, Inc. artberman.com Slide 9



5 to 6 months before new well production offsets decline from previous year output
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Tight oil rig countis 143, 32% of 450 rigs needed to maintain
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August 2020 WTI price of $42.34 has recovered almost to 2003 price of $43.59
but is lower than average price of each of 16 successive years
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Largest quarterly U.S. credit decrease (-10.7%) on record in Q2 2020
Largest quarterly drop in credit impulse (3.8%)
since 1970 recession and U.S. peak conventional oil
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