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Ten Commandments for Oil and Gas

1. The market is tight, and OPEC+ is in the driver’s seat.
+ Omicron has the oil market worried, but demand recovers to surpass pre-COVID levels by March 2022
Inventories remain very tight in first quarter 2022, with prices US$80/bbl+...and prone to spikes
By spring 2022 inventories begin to rebuild slowly and prices should ease a bit.
+  Oil prices depend more on supply and less on demand. As such, OPEC+ is critical for stability.

2. Talk of a pre-COVID peak in oil demand in 2019 is nonsense. Oil demand will grow by 8 mmb/d between 2022-2030,

before slowing. Gasoline and diesel will peak in 2034 and then slowly decline. Total oil demand peaks in 2037.

w

With ESG pressures inhibiting producers, the oil market looks tight through the mid-2020s. OPEC spare capacity
will be nervously watched—any supply outage globally can trigger a price spike.

4. The refining business has no OPEC to control output, but refiner’s pain eventually leads to gain. A painful
period of low margins has prompted 2.6 mmb/d of refinery closures during COVID. This is set against 1.6 mmb/d of
new capacity—thus global capacity has shrunk by 1 mmb/d. Moreover, China's export of gasoline and diesel have
shrunk from 1 mmb/d in 2019 to around 400 kb/d in 2022, boosting margins.
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+ Continued near-to-medium term volatility in traditional energy markets of oil, natural gas,

and coal
Key Ta ke a Wa v * Despite this volatility and rising concerns over energy security and reliability, policymakers
and investors will be looking for opportunities to invest in zero carbon energy systems and
M essages technologies.
* The longer we straddle the energy system of today and tomorrow the more difficult things
will become

* Companies need to adopt a strategy that insulates them from near-term volatility while
experimenting with new technologies.
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