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Terms of Use

The accompanying materials were prepared by Cambridge Energy Research Associates, Inc. (CERA),
and are not to be redistributed or reused in any manner without prior written consent, with the exception
of client internal distribution as described below.

CERA strives to be supportive of client internal distribution of CERA content but requires that

» CERA content and information, including but not limited to graphs, charts, tables, figures,
and data, are not to be disseminated outside of a client organization to any third party,
including a client’s customers, financial institutions, consultants, or the public.

» Content distributed within the client organization must display CERA’s legal notices and
attributions of authorship.

Some information supplied by CERA may be obtained from sources that CERA believes to be reliable
but are in no way warranted by CERA as to accuracy or completeness. Absent a specific agreement to
the contrary, CERA has no obligation to update any content or information provided to a client.
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Energy Cost Indexes
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Recession
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World Economic Growth
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Source: Historical data from International Monetary Fund. 2008 and 2009 CERA projections.
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Oil Spare Capacity versus World Demand
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Source: Cambridge Energy Research Associates.
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Industry Cycles
Lessons from the 80’s
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2008 Drop In Oil Prices is More Severe than
Early 1980s

Oil Price Decline
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NOC Worldwide Acreage Holding -
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Nearly 7.6 mbd of Capacity Growth at Risk of

Deferral
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Factors Influencing the Direction

. Sa|ary and wage rate o Commodities and raw
levels materials

. Backl q o Surplus of OCTG
acklogs orders  Lower feedstock costs for

 Manufacturing cut backs chemicals and fuel costs
« Offshore Deepwater Rigs  Lower transportation
— NOC'’s continuing « Drop in industrial activity

* Rig utilization falling
e Construction slowdown
o Staff layoffs

— Cancellation clauses
 Equipment supply chain
 Limited large dia. pipe

suppliers
 Deepwater services

remaining strong
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Shape of Things to Come

IHS/CERA Cost Indexes
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If you have any questions about this presentation or
CERA in general, please feel free to contact

Candida Scott
800 TRY CERA
+1 617 866 5000
cscott@cera.com
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