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® Short Term Factors
¢ Geopolitics
& Weather, demand elasticities
4 Non-Opec Recovery
4 Opec holding action

, ® Medium Term Influences

¢ Non-OECD demand growth and mix
¢ Opec upstream capacity additions
¢ New and better refineries




~ Oil Market Force Diamoncd

Geopolitics, Weather
Past, Present and Future

“Peak Qil”
vs. Non-Opec Plateau

“Demand Destruction”
vs. Price Elasticity

“China Thesis”

Q: What’s This Diamond Worth?
A: $55-$65 per barrel



O ngerla

¢ history is for sporadic, not major outages

¢ this disruption better organized; conditions,
political cycle ripe for generalized strife

¢ Shell’s Bonga helps

e Iran
¢ leadership less pragmatic, threat could last
¢ impact on oil market probably slow to come

e Others
¢ Russia, Venezuela, Ecuador, West Africa




e Past
¢ Recovering from Katrina and Rita
¢ Mild autumn, late winter

® Present
¢ Late harsh winter? (beyond Russia, Japan)
¢ North Sea storms

® Future

¢ Severe storms again this year?
R ¢ Global warming responses
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® Easy part of recovery may be over

® destroyed platforms, processing plants not coming back

® delayed new field start-ups
® potential for major rig retrofits




snort=Term Dermand

® “Demand destruction” argument over

® US Q4 demand rebound part downstream restocking
4 hurricane impacts on pipes, plant = downstream stockdraws

® Reconstruction boom likely in 2006, strong economy
¢ GDP =C + 1+ G; this year US big help from “G”

® Price-related demand erosion softens non-OECD rise

4 removal of price caps/subsidies in developing countries in Asia
¢ less help from weak dollar

® A few demand wild cards

¢ bird flu effects in Asia and elsewhere
¢ Government demand-side intervention
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- OE=CD a it Setier, Still Sluggisn
2006 OECD Demand
Changes
million b 106 206 306 G406 2006 2006 2005
Horth America 25.55 25.57 26.04 26.24 25.85 +0.37  +0.14
LIS 2083 2087 237 21 45 2114 +0.34 4007
i_anacs 204 211 206 210 208 +0.03  +0.03
" hexico 234 225 227 252 2.29 +0.01 -0.02
LS Terr. .35 0.34 0.34 0.34 034 001 +0.01
Euope 15.73 15.35 15.75% 15.90 15.68 +.10  -0.04
Bigy Four e I 5.04 5.3 5.3 5.21 001 012
Cther Europe F=Ti 7.3 744 759 748 +0.11  +0.03
Asia-Pacific 9.59 8.15 8.16 8.94 8.T1 +0.08 +0.10
Japan B.11 5 .04 510 557 5.45 +0.05 +0.05
- bores 241 204 202 225 218 +0.01 +0.02
};i AN 1.07 1.07 1.04 112 1.07 +0.02 4003
1 Total OECD 5087 49.08 49.95 01.08 G025 +0.56  +0.20

Source, Oil Market Intelligence, March 2006 (forthcoming)




Non-OzsCD Back on the rligh Road?

2006 Non-OECD Demand
Non-0ECD Changes
million b/d 0roe 0206 Q06 0406 2006 2006 2005
Hon-OECD Asia 1433 1428 141 1466 1437 056 +0.50
China .1 6.7l B.da 70 685  +038 4025
Inclia 2. 2 Hl 247 2.6 258 +005 +004
Cther Asig® 483 4 50 4 50 sl 494 +011 4013
Opec 1.84 1.76 1.95 1.83 185  +0.21  +0.36
Other Hon-OECD 173 125 123 1227 123 +.27 +010
Total Hon-OECD MA M MM M MM+ .5
N Global Demand §3.45 8365 84 B4y 8482 6 +L13
&) e huing Idonesia,

Source, Oil Market Intelligence, March 2006 (forthcorming)




snort-Term Supply
® 2005 special factors inhibited supply
€ Hurricanes Katrina & Rita plus 5 smaller others
¢ leaks at offshore fields in No. Sea, Canada, Mars

¢ fire at Suncor oil sands plant
® 2006 non-Opec supply spurt, last hurrah

® Opec capacity additions under way
€ Saudi Arabia, Nigeria, Kuwait, Libya, Algeria




Tne 2006 Non-Opec Surge

® What it is not:

€ not a price responses
€ not policy driven — by governments or companies
€ not the beginning of a trend

® What it is:
€ primarily undoing 2004-05 impacts

B hurricanes, North Sea problems & field delays

€ bunching up of new field start-ups
m US Gulf, Brazil, West Africa, Caspian (BTC line)

€ limiting the Yukos damage in Russia

A




TotalHon-Opec 50868 51,140 50,986 52,46 51,363  +1

Sour

ce, Oil Marxet Intelligence, Marcn 2006 (forthcoming)

2006 Bounce, A Last, Last Furran
2006 Non-Opec Oil Production Qutlook
Changes
1,000 bid o106 Q206 0306 0406 2006 2006 2005
FSL 11654 11893 12177 12480 12078 4575 4359
Africa 404 4171 47364 4445 4257 4559 4266
S0, & C. Amer. 4369 4570 4512 4643 4549 4316 4212
Marth America 14394 14374 14297 14667 14433 4324 05
Narth Sea 5395 8M8 4786 5378 SATT a0 469
Azia 530 B7E1 B7ES GBS0 B0 49 +146
Cther Eurape 570 566 o1 557 263 .32 7
Nan-Opec ME 1632 1598 1564 1540 1583 £ M
Proceszing Gains 1920 1,890 1,873 1,920 1,901 +33 +14

657 6




sSnort Term Balances

® Short-term, Q4 looks “oversupplied”

¢ Oct., Nov. global supply > demand by 1.8
mil. b/d, 0.8 mil. b/d, respectively

¢ Dec. demand still only 0.6 mil. b/d higher
® Still some concerns about Q1 cold snaps

® US market most susceptible, refinery storm
outages, diesel standards, need for imports

® Europe structurally long gasoline but not
diesel capacity




2005 Supply-Demand Balances

Global Oil Balance 2003-2006
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Source, Oll Market Intelligence, February 20006
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“Ooserved” Stock Changes

® Out of step w/ Supply/Demand balances
¢ 4Q04 Supply 0.9 mb/d >Demand; no draw
¢ 1Q05 Sup-Dem = -0.1 mb/d; -0.6 mb/d observed
¢ closer in Q2; +2.3 mb/d difference; +2.1 mb/d obs.
¢ but 3Q05 S>D by 1 mb/d, only 0.2 mb/d build

® Worst last quarter with 1 mb/d discrepancy

¢ S>D by 0.2 mb/d, but +0.8 mb/d observed draw
¢ large upward revision in October OECD
¢ not reversed in Nov. build, or softer Dec. draw




2005 Glooal Stock Changes

World Usable Commercial Stocks 2003-2005

Million bbl (right axis)
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Source, Oll Market Intelligence, February 20006
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Looser 2006 S

sup=Dern Balanc

C9
2006 Call on Opec Crude

Now-0ECD Changes

million b/d 1o 0206 006 0406 2006 2006 2005
DECD Demand o0d7 4308 493 08 S0A #0602
Mon-0ECD Demand dn Mel WAl H#T Had #0405
Total Demand 85,05 8365 8445 8RB85S B2 4181 +1015
Mon-Opec supply 080 A4 A8 245 a6 +1Ee N
Upec NGLs & Other 4.4l 4.4l 4.3l 4.4l dhi #0293 024
Call on Opec Crude' 2899 280 2% 2% 208 034 +0.%

* s stock chanoe

Source, Oil Market Intelligence, March 2006 (fortncoming)




Opec’s Dilermma

® Maintaining long term markets

® Adding sufficient capacity to handle
chronic geopolitical risks

® Making reserve estimates credible
® Dealing with global quality issues

® “Counting the money”




Impacts Ol Marxets

® Fickle market, high volatility

® Higher prices with bigger swings

® Likely overreactions both up & down

® Unusual demand-driven sellers’ market
® Changing players, shifting geography

® Resetting priorities for countries and
companies




V4

The New Sellers” Markets

® Past dominated by buyers’ markets

® Previous sellers’ markets: '20s, '40s,
'70s

® Tended to be brief, unstable

® Current demand-led, emerged
gradually

® Looks more durable

® Supply surge not apt to come to the
rescue




Conclusions

® “Peak oil” and “demand destruction” are
more myth than reality

. ® Demand erosion and non-Opec plateau
. are real

® China thesis has legs
® Seller’'s market looks durable

® Opec is likely to opt for slower capacity
growth at higher prices




~ Oll Marxets Beyond 2006

® Demand growth accelerates led by Asia
® Plateau in Non-Opec Supply

® declines in No. America, No. Sea, Asia eat-up much
of gains in FSU, Africa, So. America

® Opec measured approach to capacity adds
® Prices stay high but costs also rise
® Investment grows with NOC’s at the fore

® Non-conventional becomes conventional
€ more mined & in-situ bitumen, shale, CTL & CTG



SUPPLEMENT DETAILS
on
2006 Non-Opec Oil Supply




2000 Nortn Americ

Naorth America
1,000 bl

= Gulf Crude
Alazka Crude
Cther Lower 45*
s

hMined Syrthetics
Sty Bitumen
Eaztern Offshore Crude
Cther Canada®
Canada
Cffzshore Crude
Cther*

Mexico

Total

1 "G 02 "6

1 354
S50
5 053
T.317
532
502
355
1 737
3,259
2 790
1 027
3,818

1 535
550
5 059
7.445
635
490
351
1 B35
3,144
2 780
1 005
3,785

14,394 14.374
“fncinding WNGELs and (thor

an Oil S

3 0% 0406

1 552
7E6
5 024
7.321
740
501
401
1 B33
3,276
2 752
945
3,700

1 792
797
5 055
T.6T7T
653
523
414
1 BE3
3,283
2 7E5
942
3,707

14,297 14,667

2006
1 562
16

5 063
7.4
574
504
396

1 BET
3,240
2772
950
3,752
14,433

upply

Annual Changes

2006
+275
-93
-60
+125
+145
+45
+750
-62
+209
+14
-24
-11
+324

® recovery in US Gulf, return, delayed start-ups new fields

® Canada synthetics, East Coast and in situ bitumen growth

® Mexico’s Cantarell struggling

2005

175
-45
157
-379
=100
+33
-4
=52
-63
-7
+3
§2
-505

2004
-45
-2
-45

-152
+125
+35
-24

+101
+15
+21
+36
-15




r r= o g | CA o & - J —a P J
: 2008 Nortn Sea Oll Supply
L MNMorth Sea Annual Changes

1.000 bidd 0106 0206 G306 G406 2006 2006 2005 2004
Brent-rinian 225 226 195 220 212 -35 -28 -32

Farties G004 o34 431 o35 o220 -G4 -5 -0

Flotta El= o T2 =1l k= -14 -13 -5

West of Shetland= 172 1452 176 185 1749 +322 =27 27

Other LR a20 7 711 ad2 Fag +25 -93 -a1

UK 1,896 1.7%1 1.585 1.861 1,783 -56 -213 -228

Statfiord 314 B53 STT 532 261 -22 -26 -35

I Troll 232 219 214 311 275 +5 +5 -5
D=eberg 271 =1=7 446 420 151 -29 -36 -15

Ekofizk a3 195 236 241 S30 -11 -7 +1

Gullfaks 401 457 453 455 244 -36 -31 -32

Cther Morway® 1492  8&7 830 1162 1,634 +125 AH +17

Horway 3041 3008 2787 3104 2985 +32 23T -60

Denmark o4 37a a37g 375 i +2 +1 +5
Metherlands* 35 44 44 45 1439 +G +5 +7

SErmany 20 20 20 20 20 +1 +0 -0

Total 5376 5242 4815 5405 5,320 AT 444 285

;\\i * Including patural gas Houids.
® accelerating decline rates in older fields

e ® few, generally small satellite fields




2008 Otnher O=zCD Oll Supply

(ther OECD Annual Changes

1,000 hid Q106 G206 03°06 04706 2006 2006 2005 2004
Alictralia 20 50 M¥E &3 s 2 a4 W
taly 120 120 120 120 120 5 4 +
Other OECD Eurape o/ X T N S | IV S I |+
ther QECD Agia @ 4 & 4 a1 2
Total % 961 9% 1My WE W o+

® Australia dominates “Other OECD”

® start-up of Australia’s Enfield late in the year, some new onshore
® not expected to be enough to stem Aussie decline

® Roc Oil’s Cliff Head just started, full year of Mutineer-Exeter helps




2006 FSU Ol Supply

FSlU Annual Changes
1,000 bid 01706 02°06 03°06 Q4706 2006 2006 2005 2004
Russia G485 9730 OATT 0109 9805 #5374 4241 4702
Azerhaijan B00 B35 BRY  GA2 BB #1537 +54 .14
azakhatan 130 1% 1IES 1T 1280 #7452 +14
Cther Republics 1685 1628 1EI IESE 1ENT B+ 47
Total 11,684 11,993 12107 12,450 12,008  +515  +35%  +§35

® increased Russian upstream spending; growth of Rosneft & Russneft
® filling the Azerbaijan’s BTC pipeline

® better performance at Kazakh’s Karachaganak, Tengiz

® end of gas flaring restriction in Kazakhstan, growing China presence

® undoing Yukos damage in Russia; Sakhalin 1 start; full-year Sakhalin 2




Non-Cipec Africa Annual Changes
1,000 bid G106 G206 QI'06 4706 2006 2006 2005 2004
Ancols 1465 1478 15068 15150 1491 +222 +231  +106
Sudan 339 M3 503 wtalt 461 #1134 +28 +37
Equatarial Guinea J24 372 416 424 o +73 25 Y
£y Gabon 273 275 287 a0 254 +383  +11 -38
_i: Congo (Brazzaville) 261 201 242 221 231 +13 +3 -23
i Chad 26 23 217 207 213 -1 #5700 #1132
Eqpypt B3y 654 679 677 Ba2 -14 -12 -32
Cther Africs 479 229 514 021 511 +94 -G +4
Total 404 41711 4364 4445 4257 +55% +286  +260

® Angola adds BBLT to growth at Kizomba
B ® Sudan’s delayed pipeline expansion to 600,000 b/d end-2006
| ® start of Mauritania’s Chinguetti, expanding Baobab in Cote d’lvoire

® small gains in Equatorial Guinea, Gabon, Congo (B); flat Chad




2006 S. & C. Americ 2~ Oll Supply

Hon-Opec 5.4C. America Annual Changes
1,000 bid 1'06 02706 03'06 04'06 2006 2006 2005 2004
Brazil 2097 223 244 2282 2MZ  +26d +1od +9
Ecuadar a1 &% B4 B2 S5 o+ #0 +1M
/ Triniclzd A1 M 215 A5 M4+ +48 +1
Argenting 692 GBS GB83  BSE B7S 33 34 43
Colombia 220 507 4% 494 S04 -4 L I
Cther dof  Gbs 823 o8B0 &sg #1 +23 +#0
Total 4369 4570 4612 4643 4549 +36 +M2 +88

® Brazil belatedly growing Campos Basin, plus new Santos Basin

® Ecuador steal dealing with protest to use of new pipeline capacity
® Trinidad’s Angostura consolidating initial plateau

® Colombia, Argentina past their peaks




2006 Asian™ Oll Supply

Hon-Opec, Hon-0ECD Asia Annual Changes
1,000 bid O1°06 G2°06 Q3°06 Q4706 2006 2006 2005 2004
Thalland 20 AE XS M 2+ 433 -7
Yietnam a9 38 44 A7 4000 #3500 3B +35
Malaysia od3 o091 o985 89 g+ 9+
1 Brunel M3 M2 A7 X0 X4 #E + -]
Inclia [ R R S I B T B B &
Chin 4091 3491 5444 3460 3436 115 412+
Cther AN A ET I #7458 433
Total 634 6,213 6,183 6,236 6,248 - 148 HT7Y
RN ® small increases in Thailand, Vietnham, Brunei and Malaysia

® mostly offset by China drop after surprise offshore boost in 2005

® India declines continue




2008 Non-Opec Mideast Oll Supply

Non-Opec Mideast Annual Changes
1,000 hid 01°06 02°06 03'06 0406 2006 2006 2005 2004
Cman il 11 T 1 S B
aylia oA T [ T S S V| I
Y EMmen 2 460 450 462 463 +8 4+ A5
Cther o8 h n 4 4 &
Total 1632 1398 1364 1540 1583 48 -4 .9

® Oman and Syria seeing accelerating declines

® some help from new fields in Yemen




SUPPLEMENT DETAILS
on
2005-2015 Oil Outlook




0O=CD Demancd Outloox 2000-2070

Averadge Ann. Growth

QFCD 2000 2005 2010 2015 "00-"05 CO5-"10 10-"15

Horth America 2406 2548 2746 2850 1.2% 1.3% 1.0%

LI 1969 2080 2183 2271 11% 114% 0.7%

Canada 203 2.28 245 258 24%  14% 1.1%

lexico 2.04 2.05 2.40 278 01% 32% 3.0%

4 U= Terr. 0.31 0.35 0.339 043 24% 22% 2.0%

| Euope 1316 1558 1643 17.03  0.5% 1.1% T%
Bigy Four ig.35 5.2 g.22 8.0 -04% 00% -04%

ther Europe 6.3 a7 5.21 ga3 1.7% 22% 1.8%
Asia-Pacific §.69 8.63 8.68 .73 -0.2% 0.1% 1%

Japan 2.37 .40 .33 237 -06% -02% 0.1%

Hores 214 217 2.3 238 03% 13% 0B%

. AT 0.39 1.05 1.02 0893 1.3% -06% -089%
;\f* Total OGECD 47,92 4868 5227 5427 0.7% 1.0% 8%

source: Enerqgy Intelligence Research




Non-0OzCD Demand Outloox 2000-20°0

Average Ann. Growth

Hon-OECD 20000 2005 2010 25 00-"05 C05-10 10-"15
Hon-OECD Asia 10,43 14.20 18.98 2493 6.4%  6.0%  5.6%
China 4 33 .45 939 1286 8§83% 7% BOS%
Indiz 1.99 250 2.0 353 468% 30%  4.0%
ither Asis® 4 .03 8.2 6 .69 5.24 a20% S1% 5.0%
Opec 6.32 .64 9.4 1152 3.9%  4.4% 4%
Other Hon-OECD 1112 1247 13,077 1536 1.8% 2.5% 2.2%
FsU 3.63 3.8V 4 .23 444 12% 1.8% 1.0%
Latin Americat 413 4 .45 4 .30 241 1.3% 189% 2.0%
Mon-Cpec Africa 1.83 214 262 311 3% 41% 3.5%
ither Mideast 0.a7 0.95 1.04 1.20  24% 21% 2.0%
Easzt Europe 0.60 0.73 0.34 120 42% a51% 5.0%
Total Hon-OECD 2787 3401 4223 .81 41% 4.4% 42%
Global Demand 7580  83.6% 9450 106,08 2.0%  2.5% 2.3%

*axefuding Indopesia, T excluding Venezueis.
=ource: Energy Inteligence Research




Mediume-Term Supply Outloox

Mon-Opec Supply 1995-2015
Avg. Ann. Chy.

1,000 b 2000 2005 2010 2015 "00-"05 0 0510 10-"15
Growlh Areas

F=L Fa1s 11504 14189 15597 +7.8% +4.3% +56%
Africa 2824 3694 4402 535302 +55%  +36% +3.8%
=0, & C. Amer. J645 4066 4927 5160 +22% +39% +09%
NMature Areas

Morth Ses 309 S205 4569 3128 0 -38%  -2B% -73%
Mon-Opec Mideast 1976 16268 1,325 995 -358% -40% -55%
Azia 6234 GB542 B532 526 +#10%  +02% -46%
onshore Europe B3 596 435 aff -0a%  -52% -3.7%
Morth America 14131 13887 14936 136583 -03% +15% -1.58%
Proceszing Gain 1712 1865 2330 2900 +1.7% +47% +4.3%

Total Hon-Opec 45,354 48,982 53.79% 55,367 +1.6% +1.9% +0.6%
® 1.6 million b/d of the 4.7 million b/d 2005-2010 growth in 2006




