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Cash flow breakevens down by 40% since the crisis began

Price needed to achieve cash flow neutrality has fallen from US$91/bbl to US$54/bbl. Signs of the
investment cycle turning; but dividends and spend still vulnerable to retreating prices

Breakdown of the Brent price needed for cash flow neutrality between 2017 and 2019 (Q4 2016 data)
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Source: Wood Mackenzie Corporate Benchmarking Tool Q4 2016. Base-case estimate of Brent price required to remain cash flow neutral (accumulate no additional debt) between 2017 and 2019. Includes
full corporate costs and distributions and downstream cash flow for BP, Cenovus Energy, Chevron, Eni, ExxonMobil Husky Energy, OMV, Petrobras, Repsol, Shell, Suncor Energy and Total. For all other
companies we apportion announced dividend and buyback programmes to the upstream business on a pro-rata basis.
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The past few years have been about survival

The sector response to oil price slump was fast, broad and deep

Levers pulled by Corporate Service companies® Majors’ development capex US$/boe

US$235

billion

N

US$118
billion

~_

Source: Wood Mackenzie. *The ~60 10Cs and NOCs covered in Wood Mackenzie's Corporate Service.
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Fixing exploration returns — reduced spend

The industry has slashed spend to less than halfits 2014 peak. This forces a focus on
quality, as companies can now only afford to drill their best prospects.

Exploration share of upstream capex

Conventional exploration spend

E&A expenditure (US$bn)
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Upstream - investment to fall by 45% from peak

Global upstream spend (US$ bn)
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What has the oil price collapse done for M&A?

Deal activity collapsed in 2015 and 2016. A wide bid-ask spread suppressed activity

Annual deal count Annual deal spend
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Tightening of the fundamentals in 2017; but supply response in
2018and slowing demand weakens price recovery

Year-on-year changein global supply and demand Breakdown of supply growththrough 2018
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Moving to the low end of the cost curve is the dominant theme for IOCs

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

The global costcurve by key resource themesin 2026
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Non-OPEC conventional FIDs in 2017: 9 billion barrels of commercial
recoverable reserves could be sanctioned

17 projects with liquids reserves >50 million barrels; deepwater FIDs on the rise

Pre-FID liquids projects by country, theme and operator
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Strong pipeline of non-OPEC FIDs continues in 2018; 7 billion
barrels of commercial volumes could be sanctioned

22 projects with liquids reserves >50 million barrels; onshore FIDs dominate

Pre-FID liquids projects by country, theme and operator
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Around 8 million b/d of new supply is required by 2020

The majority of new growth, needed to offset demand increases and non-OPEC declines of
onstream fields, comes from US Lower 48

Supply Gapto 2020 Cost of new supply required
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Weaker fundamentals in 2018 limit price upside

Brent averages US$57 per barrel in 2017 and 2018; but higher prices still needed by 2020 to ensure
conventional projects move forward

Brent price history and forecast (nominal, US$/bbl)
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Global Utilisation Rates — have we reached the bottom?

Global marketed rig utilisation dropped below 60% by year-end 2016. However, a recent uptick in
tendering activity has stabilised the market and offered support to rig counts. Early signals suggest
we may have reached the trough
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Rig Market Highlights - stacking activity

Early indications suggest the number of ready and cold stacked assets has peaked in recent
months, driven both by recent scrapping activity and an marginal increase in the working rig count
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Stacked rigs and oil tanker — Firth of Forth, east of Edinburgh
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Stewart Williams
Vice President — Upstream Research

T +44 131 243 4534
E stewart willams@woodmac.com

W @_StewWilliams

e Stewartis Vice President, EMEARC Research with a specific focus on the Middle East and Africa.

¢ Since joining Wood Mackenzie in 1996, Stewart has advised a wide range of clients on entry and growth
strategies, fiscal terms, competitor intelligence, asset benchmarking, M&A, global supply outlook and
project finance due diligence. He has recently appeared before a UK parliamentary select committee,
providing expert opinion on the Middle East’s oil and gas sector. He has been quoted extensively in the
financial press.

e Stewarthas 26 years oil industry experience in a variety of technical and commercial functions. Before
joining Wood Mackenzie Stewart was a senior geophysicist with GETECH. Stewart started his career as
a field engineer, spending two years exploring for oil and gas in Nigeria and Libya.

¢ Stewartgraduated from Leeds University with a BEng (Honours) degree in Electrical and Electronic
Engineering and holds an MSc in Exploration Geophysics, also from Leeds.
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Disclaimer

Strictly Private & Confidential

e This report has been prepared by Wood Mackenzie Limited. The report 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 suppliedto us 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 subjectto change. We do not accept any
liability for your reliance upon them.
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Europe +44 131 243 4400
Americas +1713 470 1600
Asia Pacific ~ +656518 0800

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

-
¢ ™Y INVESTORS |
i., IN PEOPLE
Wood Mackenzie™, a Verisk Analytics business, is a trusied source ofcommercial inteligence for the world's
natural resources sedior. We empower clents to make better sirategic decisions, providing objective analysis
and advice on assetfs, companies and markets. For more information visit www.woodmac.com

WCOD MACKENZIE & a rade markof Wood Mackense Linvied and = the subject of trade mark registatons andor applicstons o
the European Community, the USAand ofer countries around fhe world.




