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Scene Setting
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One Year Ago ïA Buoyant Market for Oil Services

Source: Bloomberg
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Today ïWhat a Difference a Year Makes

Source: Bloomberg

Historical WTI and OSX Index Up to 29/04/2009
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Bank Valuations Have Been Decimated
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Oil and US Natural Gas Prices 1999-2009

Source: Bloomberg

Oil and Gas Future Prices
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Oil and US Natural Gas Prices 1999-2010

Source: Bloomberg

Oil and Gas Future Prices
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Demand Fundamentals
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GDP Is Contracting Across OECD And Moderating In Emerging Countries

Source: IMF January 2009 World Economic Outlook Update
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Supply Fundamentals
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Spare Capacity That Existed Between 1980 and 2005 Is Missing Today

Note:  Non-OPEC production above excludes FSU production.

Source: 2008 BP Statistical Review
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Mature Basins In Steep Decline
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Many Recent Major Projects Have Underperformed 
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a decline rate that is twice as steep (14% per year in the first 
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OPEC Have Reacted Quickly  - 4.2 Mb/d of Production Cuts

*Excludes Iraq and Indonesia

OPEC Production (Mb/d)*
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Why Have The Cuts Not Shown Up In Inventories?

Á OECD Demand             , China, India, Middle East               (how much?)

Á Crude Demand 2.6 m b/d

Á Idle capacity of past years no longer exists

Á Mature basins are in steep decline
(Russia, Venezuela, UK/Norway, Mexico)

2 m b/d

Á OPEC have cut 4.2 b/d

Á Today's Investment reductions feed tomorrows production issues

When they show up, how big a surprise will we get?
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Upstream Spending is Expected to Decline by 15 to 20% in 2009
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2009 Rig Counts

2009 Rig Counts % ô09 vs ó08

Á North American Land
48%

Á North American Offshore
28%

Á International Land
6%

Á International Offshore
3%
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2009 Rig Counts % ô10 vs ó09

Á North American Land
15%

Á North American Offshore
3%

Á International Land
3%

Á International Offshore
4%

Rig Count Forecast for 2010
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A Significant Slate of Offshore Newbuilds Will Help to Ease Costs 

Source: ODS Petrodata
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