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RJ Energy Outlook: Historical Perspective

We turned bearish on crude in mid-2012
A Worried about surging U.S. supply

A Numbers said $65 was correct
equilibrium oll price

A We were wrong for two years as OPEC
supply fell by 2.5 million bpd

A Oil prices fell when outages stabilized
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Supply I nterruptio

Oil Major Supply Disruptions (2012-2015)
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U.S. Research

Why Did Energy Prices Colla

nse in 2014/157?

pz OPEC flooding the market (Sauc

I, Iraq, Iran)

pz U.S. supply posting huge growth

First time in 40 years

pz SUpply was the problem
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Current Energy Overview

A Very bullish on oil prices relative to futures strip:
Crude prices move much higher in 2017

A Natural gas rebounds in in 2017: N.E. gas keeps a
lid long-term prices T volatile differentials

A Qilfield has overcorrected in 2015/16: Expect a
sharp rebound in 2017/18
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How has the Oil & Gas World Changed?

s No excess oil capacity T first time in 40 years

s U.S. has become lowest cost producer for oil &
gas
I Most underestimate the U.S. efficiency gains

I Extraction cost falling rapidly
I U.S. oil supply is cheap, resilient, and substantial

s U.S. growth displaces offshore/international
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Problem #1: |l ragos Pr

Iraq Crude Production, 2022017E (MMbpd)
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Problem #2: Iran Returns to Market

Iran Crude Production, 2022017E (MMbpd)
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Problem #3:. Saudi Production Surged

Saudi Arabia Crude Production (excl. Neutral Zone), 20017E (MMbpd)

Up ~800,000 bpd!
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Does Saudi Really Have 2 MMbpd More?
sl f they have 1 t, €

s Why havenot we see

Saudi Crude Oil Inventories

2" 335,000 -
= Qo
Q0
s Why are Saudi ==
[%])
@
. . § 315,000 -
c
)
Inventories
. S 295,000 - Why Are Saudi Oil
fal I IN ? E Inventories Falling?
u G 285,000 - !
=
2 275,000 T T T
n
v v v v \2) » » \2) g » © ©
; ; AR IV P A Y A SO S A A S
®f§ SRR N & @7’* N NRO AN &
Source: JODI
© 2016 Raymond James & Associates, Inc., member New York Stock Exchange/SIPC. All rights reserved. RAYMOND JANIES®

International Headquarters: The Raymond James Financial Center | 880 Carillon Parkway | St. Petersbur@4R@8i6iz 33716 | 800 10



U.S. Research

Published by Raymond James & Associate:

The Oil Truck Has No Shock Absorbers

Excess OPEC Capacity
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Total OPEC and U.S. Production

OPEC and U.S. Total Oil Production OPEC as a % of Total Production
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Efficiency Gains are Driving Growth

Production by Rig by Play
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Well Productivity Growth Should Slow in 2017/18

U.S. Oil Productivity Gains
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U.S. Oil Growth Potential Still Staggering!

MMBbU/d LongTerm U.S. Crude Production Forecast
14,000 . tl
13,000 orecas :—9
12,000

11,000

I
I
10,000 '

9,000 I
8,000 |
7,000 :
6,000 I
5,000 I
|
400 o T E T O T B g d 0 L DD SN dSETd S b g &
0 0 W 0V 5mF DDy QOO 5 OO0 0o OO0 OO0 Jd d gdd g d
D g O O g O O g OO0 g OO0 5 00 500 OO0 O O o O
T Tdddd A g Ad g dqgAdYdgydqgAdYqgaqa
C 3, O C 3, 9 c 3, ac s ac L ac . oac 4 oc 4 ac s, o
TS B 0 8 8 0B B DS PS8 LIS B DSBS TR & @
Source: HPDI, EIA, Raymond James Research
®
© 2016 Raymond James & Associates, Inc., member New York Stock Exchange/SIPC. All rights reserved. RAYMOND JANIES

International Headquarters: The Raymond James Financial Center | 880 Carillon Parkway | St. Petersbur@48886& 33716 | 800 15



U.S. Research

Fuplished by kRaymona James & Assoclate

U.S. Oil Supply Bottoms in Late-2016

MBbl/d U.S. Oil Production (MBbl/d)
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What is U.S. Supply Sensitivity to Activity?

U.S. RIgs U.S. Oil Supply Growth

U.S. Rig Count Forecast U.S. Liquids Production Growth
(y/y growth in MBbl/d)

Impact from Rig Count Change
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Rig Count Largest Driver of Production Changes

MBbl/d 2017 Y/Y U.S. Liquids Production Growth Under Various Rig Count
Scenarios
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u. s. Oi | Service I ndustr

U.S. Qilfield Cash Flow and Capex
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E&P Cash Flows Must Recover

U.S. Oilfield Cash Flow and Capex .. mes $80 Oil
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Non-U.S. Supply Assumptions Very Conservative

Oil Project Delays and Cancellations, by Start Year

Non-OPEC/NorJ.S. Y/Y Oil Production Change
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Global Capex Down 30+% Two Years in a Row ?

Capital Spending of Larg€ap Oil and Gas Companies
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Geopolitical Disruption

Nigeria Venezuela

Nigeria Current vs. Prior Supply Estimates Venezuela Current vs. Prior Supply Estimates
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Structural Declines

China Colombia

China Current vs. Prior Supply Estimates Colombia Current vs. Prior Supply Estimates
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Structural Declines (Continued)

Angola Mexico

Angola Current vs. Prior Supply Estimates Mexico Current vs. Prior Supply Estimates
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OIL DEMAND HAS
NOT BEEN THE PROBLEM
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Long-Ter m Ef fi ci ency Tre

Oil Consumption Intensity - Select Developed Countries Oil Consumption Intensity - China vs. India
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Cheap Gasoline is Slowing U.S. Efficiency Trend

Average MPG for New Vehicles Sold
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Driving Trends Are Changing

U.S. VehicléMiles Traveled (Monthly Average)
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2016 Gasoline Prices Lower Than 2015

Average Annual Gasoline Price
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So, U.S. Gasoline Demand Is Responding!

2016 U.S. Gasoline Demand (% Change)
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2006 Chinese Oil Demand Breakdown
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2015 Chinese Oil Demand Breakdown
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China Oil Demand Problem Overstated !
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