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Primary Thesis: Déja Vu All Over Again
The Role of Fundamentals and Financtals in Crude
OlIl and Natural Gas Price Determination

From a qualitative’and guantitative stanapoint; o, fundamental

and financial factoers have played significant reles in NY MEX crude
oll'price determinationoverthe-lastiew years, but neither group of
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Rather, Ivisithe /nterpiay)’ 0 both sides ofitne equation overtime
With varying degreesiofintiuence, eitnerindependently of together,
during a/screte - time perioads that: /ink to form a eontinuous

chaln ; ultimatelyyielding ‘the actual path of NYMEX crude oll prices.

lnicontrast; ourgesearch has shown that:tNYMEX natural gas prices

respond primarily to the underiying changes in the-U.S. natural gas
balance.



Fundamentals
2013

The Oll Bottom Line:

Saudi crude oil deliveries expected to average roughly 9.7 MMBI/D this year,
modestly below our estimated average for; 20125 However, sales remain
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or confrontation with, lrag.

\We expect world oll'’demand to’be stronger: than current consensus
expectations, but non-ORPEC supply will withess-a hhealthy gain while select
OPEC members'will increasesproduction, notably: lraq.
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last year, we'still‘believe lrag can'be a majot supply wildcard in, 2013 with;the

rsk that:Prime Ministerral-Ma-|<a ke d becomes:a - nbenevol el

The Natural Gas Bottom Line:

AS'siuimb NG fen ot ama lco s f e rdsste e geu aln teesrpowe at hoe
significant deficit to last.year, butend -March marks the most

favorable comparison to 2012. U.S. manufacturing activity continues on

course.
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EUrCiae 0CazI0NE tO o zave lbeen =alativeer restral hav

Ever-present pain of Washington dysfunction encourages
first quarter caution.

Funds now contemplating impact on oil prices of possible
end to Fed QE if unemployment rate drops to 6.5%.

Our primary thesis: U.S. and global economy will
continue to muddle along at a moderate rate of growth
Irrespective of what the Beltway ends up with; QE has
had little or impact on oil market fundamentals.



