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Disclaimer

All statements other than statements of historical fact are, or may be deemed to be, forward-looking
statements. Forward-looking statements (including those depicted in graphical form) are statements of
future expectations that are based on JBC Energy’s current expectations and assumptions and involve known
and unknown risks and uncertainties that could cause actual results, performance or events to differ
materially from those expressed or implied in these statements. Forward-looking statements include, among
other things statements expressing JBC Energy’s expectations, beliefs, estimates, forecasts, projections and
assumptions. These forward-looking statements are identified by their use of terms and phrases such as
“anticipate”, “believe”, “could”, “estimate”, “expect”, “intend”, “may”, “plan”, “objectives”, “outlook”,
“probably”, “project”, “will”, “forecast”, “predict”, “think”, “seek’”, “target”, “risks”, “‘goals”, ““should” and
similar terms and phrases. All forward-looking statements contained in this speech/presentation are
expressly qualified in their entirety by the cautionary statements contained or referred to in this section.
Readers/audience should not place undue reliance on forward-looking statements. Each forward-looking
statement speaks only as of the date of this presentation. Neither JBC Energy nor any of its subsidiaries
undertake any obligation to publicly update or revise any forward-looking statement as a result of new
information, future events or other information. In light of these risks, results could differ materially from
those stated, implied or inferred from the forward-looking statements contained in this speech/presentation.

Any persons acting on information contained in this presentation does so solely at their own risk.

JBC Energy is not responsible for the accuracy of data collected from external sources and will not be held
liable for any errors or omissions in facts or analysis contained in this presentation. JBC’s third party sources
provide data to JBC on an “as-is” basis and accept no responsibility and disclaim any liability relating to
reliance on or use of their data by any party. Data sourced as SuDeP (JBC’s in-house Supply-Demand-Price
forecasting model) or JBC Derived Data may be partly based on EIA and various national statistical entities;
JODI; the MODS, ADS or MGDS (http://data.iea.org) services developed by the IEA, © OECD/IEA 2017; OPEC;
and other industry sources, but the resulting work has been prepared by JBC Energy and does not
necessarily reflect the views of the original data providers. To the extent that JBC Energy comments or opines
on data obtained from third party sources, these comments or opinions shall be understood as JBC Energy’s
own comments or opinions unless a third party is quoted as their source.
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Products & Services

Analytics
19 Market Publications e Oil, Natural Gas &
Alternatives ® Global Focus e Daily, Weekly,
Monthly, Quarterly & Bi-Annually

www.jbcenergy.com/analytics

Modelling Energy Consulting
In-House Supply, Demand, Pricing (SuDeP) Model e
Data by Country, by Region, by Sector e Bottom Up
Approach e Standardised or Customised Modules

Audits ® Benchmarking @ Documentation e
Optimization Pricing ® Processes ® Risk
Management e Strategy

www.jbcenergy.com/modelling www.jbcasia.com/consulting

Studies Training Services
Client Initiated ® Expert Led ® Fundamental Driven Oil Market Fundamentals @ Pricing & Risk
e Commercially Focused ® Powered by SuDeP & Management e Qil Trading
JBC’s Extensive Databases ® Public Courses & Single Client Options

www.jbcenergy.com/studies u i ibcasia.com/training


http://www.jbcenergy.com/studies/
http://www.jbcasia.com/consulting
http://www.jbcasia.com/training-2/
http://www.jbcenergy.com/analytics
http://www.jbcenergy.com/modelling
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Geopolitical Considerations

Market Structure: Forwards (Physical) & Futures [$/bbl]
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Only recently leading oil market indicators are recovering from a summer slump. Are we in for a bull run?
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Geopolitical Considerations

Y-0-Y Changes in Seaborne Crude Exports from Key Countries [million b/d]
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The already starting decline in Iranian exports — while US exports have also come down — would certainly suggest so.
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Geopolitical Considerations
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After pretty bullish signals from OPEC members in late 2017 and early 2018, this has changed over spring based on political

pressure and economic concerns.



Geopolitical Considerations

Crude Supply Outages [million b/d]
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One balancing factor for the Iranian outages is likely to be the Neutral Zone, where 200-400,000 b/d may start to come onstream

towards the end of the year.
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Geopolitical Considerations (’

 We have grouped different Iran scenarios in
terms of their impact on the oil market:

Zero Exports Policy 15% r—=

Extreme -3
Strict Sanctions (base case) 35% ;

. SREs Granted (former base case) 30% 8
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US Largely Gets Ignored 5% g

No ImpaCt New Deal 10% 99
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Geopolitical Considerations

Iran: Crude Supply Outlook & Scenario [million b/d]

5.0 -

I Storage flows [ Crude exports - base case )
45 - mmm Additional intake I Crude intake
Crude supply - base case === Crude supply - mild sanctions scenario
a0 4 vt Crude supply - zero exports scenario
3.5 4
3.0
2.5 4
2.0
1.5 A
1.0 Base case:
: Crude exports: limited to 900,000 b/d as of December 2018
Additional intake: 200,000 b/d
0.5 - Storage: 70 million barrels
Difference to mild sanctions scenario: -800,000 b/d on annual average
Source: JBC Energy
0.0 -
Jan-18 Apr-18 Jul-18 Oct-18 Jan-19 Apr-19 Jul-19 Oct-19

Although there is still a lot of uncertainty surrounding the issue of sanctions against Iran, we believe that the US administration

will force the issue and that Iran’s crude oil production will be limited by a lack of available storage.
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Stocks and Prices
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While our crude balance outlook is actually pretty supportive to stable, the total liquids balance is much longer on NGLs and

ethanol contributions (while refining operations incl. line fill are not considered).



Stocks and Prices

OECD Total Stocks: Difference to 5-year Average [million barrels]
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Total stocks in the OECD have drawn significantly over the past several quarters, dropping below the 5-year average.
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Stocks and Prices
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Excluding developments in China related to the building of strategic crude reserves, global crude and product stocks have drawn

down to their pre-surplus levels of Q1-2014.



Stocks and Prices

Weekly Global Product Stocks Indicator [million bbls]
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More

recently, weekly indicators show distillates stocks rising strongly, while light end stocks drew seasonally over recent months.
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Stocks and Prices

Germany: Heating Oil Demand Factors ['000 b/d; $/bbl; °C]
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Rising prices have weighed on German heating oil replenishment after a long and relatively cold winter. Delayed restocking could, however,

lead to additional upside to demand later this year, and would exacerbate buying should the winter turn out colder than expected.
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Stocks and Prices

Sub-Saharan Africa: Gasoline inflows and stocks ['000 b/d]
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While earlier this year a Sub-Saharan buying spree has strongly supported the gasoline market, current activity is lacklustre.
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Stocks and Prices

World - Gasoline Stocks [million bbls]
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Finally, there is a lot of pressure on light ends, especially gasoline, which is likely to be reflected in inventory figures.
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Stocks and Prices

Product Cracks NWE [S/bbl]
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We have seen a complete shift in relative pricing between gasoline and diesel, with the latter becoming the leading product on a
barrel basis.
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Stocks and Prices
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Pricing has coincided with a reversal in relative demand growth — going forward this disparity may even out.
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Stocks and Prices

World: Gasoline-Focused Production Capacity Y-o-y Change ['000 b/d]
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A pickup in investments into gasoline and aromatics-focused production capacity is currently coming to fruition, keeping supply-

side pressure high.
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Stocks and Prices
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The lightening of the crude slate is one factor, as lighter barrels leave conversion units unused at the margin, reducing yield

flexibility.



Stocks and Prices
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Going forward the marginal US sweet crude barrel needs to meet the marginal demand in Asia — either moving there directly or by reshuffling European

crude supplies. The biggest quality shift may yet be ahead of us. If China were to shun US crude the Iranian sanctions impact would be multiplied.
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Long Term Considerations

World: Primary Refining Capacity Additions and Main Projects ['000 b/d]
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CDU capacity additions are heavily concentrated in the East of Suez, and are coming from large-scale greenfield projects. The

actual timing of these projects will be essential, with delays already being rumoured.
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Long Term Considerations
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While our outlook is still supportive for the next couple of years and reasonably good up to 2025, significant overcapacity risks are

looming early next decade on some combination of disappointing demand and too much capacity additions.



Key Takeaways

* Geopolitical factors, US sanctions on Iran in particular,
are a big source of uncertainty in the market.

e QOur crude balance is supportive to stable, while the
total liquids balance is much longer.

* Although light distillate stocks have drawn seasonally,
we continue to see pressure for cracks that will be
reflected in high stocks.

 Middle distillate stocks have been building strongly
recently, but wee see this as mainly the result of
temporary factors.

* |nthe long term, we see a risk of overinvestment in
refining capacity.
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