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Where Are We In The
Cycle...In Pictures

Navigating The Energy
Crisis Era



Where Are We In The Cycle

 We are still early in a new structural bull phase
for ROCE

* We are early in the market moving past the idea
that oil & gas is a sunset industry

* Super Vol over Super Cycle for the commodity
macro...for now
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ROCE vs WTI Holding Up Well

ROCE vs WTI Oil Price: Q12015-Q42022
Industry median ROCE (y), WTI ($/bbl, nominal, x), regression line is Q115-Q419
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An LTM Look At ROCE vs WTI

ROCE vs WTI Oil Price: Q12015-Q42022 (LTM, rolling)
Industry median ROCE (y), WTI ($/bbl, nominal, x), regression line is Q115-Q419

Source: Bloomberg, S&P CapitallQ, Veriten.

*

;’ Q223
°

¢ .
....l‘

Q123 - @ 0322
©

« Q222 Q322

*

veriten.com
arjunmurti.substack.com



Super-Spiked

with Arjun Murti

N ‘-'!e

<

a messy energy
transition era arrives

© VERITEN

Net Debt No Longer Declining

Net Debt
Oil & Gas Industry, $ billions

Source: S&P CapitallQ, Veriten.
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CAPEX Well Below “Danger Zone”

CAPEX Adjusted for Level of Oil Demand
$ billion CAPEX (real, $2021) to milion b/d of 5-year forward oil demand
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Source: IEA, S&P CapitallQ, Veriten.
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Normalized As Of 01/02/2020
Last Price

M XLE US Equity 145.378

M SPX Index 134.6723

M (124 Comdty 1359422

M ICLN US Equity 132.7326

2020 | 2021 | 2022 I 2023
XLE US Equity (Energy Select Sector SPDR Fund) Perf: XLE v all YTD Daily 01JAN2020-22AUG2023 Copyright2 2023 Bloomberg Finance L.P. 22-Aug-2023 13:17:06




2020
ARKK US Equity (ARK Innovation ETF) Tech: ARKK Daily 01JAN2015-22AUG2023 Copyright? 2023 Bloomberg Finance L.P.




Big Gap Between ROCE and S&P Weight

Energy ROCE correlated with its S&P 500 weight
latest S&P weight as of 7/31/23

Energy Industry ROCE
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Oil Demand Has Massive Upside Risk

Population vs Oil Demand
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Population (lhs) @Oil Demand per Capita (rhs)

Source: IEA, Our World In Data, Veriten.
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Cost Curve Is Steepening
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Last Price
M CL1 Comdty 80.97

2023
CL1 Comdty (Generic 1st "CL' Future) CL1 vs CL60 Daily 01JAN2015-22AUG2023 Copyright2 2023 Bloomberg Finance L.P. 22-Aug-2023 12:22:12
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Disclaimer

certify that these are my personal, strongly held views at the time of this
oresentation. My views are my own and not attributable to any affiliation,
nast or present. This is not an investment presentation and there is no
financial advice explicitly or implicitly provided here. My views can and will
change in the future as warranted by updated analyses and developments.
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