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Competitors repositioning at the low end of the oil cost curve

US tight oil, Brazil and low cost Middle East opportunities in demand

Pre-FID and US L48 future drilling cumulative production by breakeven in 2025 — by resource theme
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Oil majors’ growth to fall late next decade; Gas is a big differentiator

Some competitors starting to address the long-term sustainability challenge

Majors’ WM base case production indexed to 2016 Evolution of % gas in the production mix
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In low oil price environment since late 2014, the ‘hopper’ of

conventional pre-FID developments has diminished

Production from pre-FID conventional projects
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Global oil demand: growth focused on transport and petchem

Oil intensity (amount of demand per unit of GDP) declines in all regions

Global oil demand by sector Oil intensity (bbl per $1000 GDP in 2010 prices)
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US Lower 48: declines have now bottomed out and production is
expected to respond strongly to recent higher oil prices

But how fast will operators move to ramp up activity and can production growth be sustained in the long term?
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Over 10% of global liquid supply by 2035 will be sourced from
conventional volumes that are yet to be discovered

Africa, Latin America and North America account for around 60% of those volumes

Global liquids capacity outlook Yet-to-find* capacity outlook by region
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*Yet-to-find (YTF) production forecasts in the oil supply view are based on past success rates
and include volumes from Frontier basins. Excludes Unconventionals (Biofuels, gas-to-liquids
(GTL) & coal-to-liquid (CTL))

Source: Wood Mackenzie’s Oil Supply Tool. Note, Macro Oils and Qil Supply Tool use the same analysis
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COP21 world and low oil prices both pushing majors to focus on low
cost production raising risk of supply shortfall by 2035

e Post 2020, oil demand growth slows although continues to 2035 despite
inroads by EVs and declines in oil intensity

e US tight oil drives non-OPEC growth; Permian Basin is the focus apnd
current prices are high enough for operators

e Project-FIDs for conventionals declined in low oil price world of

e Incentive is against exploration but our 2035 supply outlook inclu
from conventional volumes yet to be discovered

e If US tight oil does not deliver, there is risk for price spike due to low OPEC
spare capacity and limited other non-OPEC investment.
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Disclaimer

Strictly Private & Confidential

e This report has been prepared for IEF-KAPSARC by Wood Mackenzie Limited. The
report is intended solely for the benefit of IEF-KAPSARC and its contents and
conclusions are confidential and may not be disclosed to any other persons or
companies without Wood Mackenzie’s prior written permission.

® The information upon which this report is based has either been supplied to us by IEF-
KAPSARC or comes from our own experience, knowledge and databases. The
opinions expressed in this report are those of Wood Mackenzie. They have been
arrived at following careful consideration and enquiry but we do not guarantee their
fairness, completeness or accuracy. The opinions, as of this date, are subject to
change. We do not accept any liability for your reliance upon them.
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Europe +44 131 243 4400

Americas +1 713470 1600

Asia Pacific +65 6518 0800

Email contactus@woodmac.com
Website www.woodmac.com
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