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“The everyday world is worthless,
it's only a shadow of reality, a
product of opinion. True knowledge
IS In the mind and consists of

observed things .”
Plato

“Belief comes before knowledge.”
St. Augustine






WHAT |S OIL?

« CARBON
e -SOLID
e - GAS

« - COMPOUNDS

¢ HYDROCARBONS
ORGANIC MATTER



PETROLEUM PRODUCTS

« FUELS

 FINISHED NON-FUELS

« FEEDSTOCKS

e OTHER



WORLD GDP PER CAPITA - 2007

Aouree: International Monetary Fund, as of Apeil 2003
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OIL ADDICTION?

« WE HAVE CHOSEN OIL FOR ITS
EFFICIENCIES.

« OIL TOOK US FROM THE LITTLE
HOUSE ON THE PRAIRIE TO TODAY.

« HUGE CONCENTRATION OF ENERGY



OIL PRICE SPIKE

OILSPOT PRICE -WEST TEXAS INTERMEDIATE
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Factors Most Influential in Explaining
Changes in Oll Prices Since 2000

35%
oy —
e —
a0 —
1= —
10 —

5 —

e I I I

il alokbal Valus of Invastment
sUppEly doamiarad 1= daodlar dermanrd

Mot=: Bars repra sent percentagese of ailprice valatilitys atribuated to
each of the four structural shocks.



Praduction (10 ¥ bblsfyr}

HUBBERT "PEAK OIL" THEORY
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Million Barrels

WORLD OIL DEPLETION?

World Oil Depletion Per Major Producer
Reserves: 1,250B; Depletion: 23.3B/year; Source: ‘MNational Geographic’ /2004
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HOW LONG WILL IT LAST?

« APP. 44.6 YEARS FOR OIL AND 66.2
YEARS FOR NATURAL GAS

« NEW DISCOVERIES AND

TECHNOLOGY KEEP THIS AMOUNT
FAIRLY CONSTAN

 INCREASED DEI\/IAND WILL DO LITTLE
TO EXTEND LIFETIME OF RESERVES.

« SOURCE: SOCIETY OF PETROLEUM ENGINEERS, 2005




RESERVES

« 1.27 TRILLION BARRELS OF OIL IN
2004 ( 53 BILLION BARRELS HIGHER

THAN 2003 ESTIMATE)

e LARGEST RESERVES IN SAUDI

ARABIA, CANADA, IRAN, IRAQ,
KUWAIT, UAE, VENEZUELA, RUSSIA,

LIBYA AND NIGERIA

e SOURCE: SOCIETY OF PETROLEUM ENGINEERS, 2005



Figure 4. World Marketed Energy Use by Fuel
Type, 1980-2030
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www . eia.doe.gov/iea. Projections: EIA, System for the Analy-
sis of Global Energy Markets (2007).
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CRUDE OIL PRICES IN 2007 DOLLARS
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Global Demand for Oll

Contribution

to world

Share of consumption

world consumption (%) growth (%)

1980 19490 2000 2006 20002006

Europe 254 220 20.7 19.3 G.3
United States 270 25.5 25.7 24.4 12.0
Japan i 3.0 7.2 G.1 —4.1
China and India 3.0 5.2 9.0 11.6 35.9

Mote: Percentages do not total 1009 because other regions of the world
have besn omitted for clarmy.

source: Vanguard calculations from data provided by the Enery Information
Anency [ELA).



U.S. OIL CONSUMPTION - 1974

Electrical power ~ Residential

Commercial

Industrial

Transportation



U.S. OIL CONSUMPTION - 2004

Residential

Electrical power Commercial

Industrial

Transportation
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ELECTRIC OIL CONSUMPTION
1974-2004



SOURCES OF ELECTRICAL POWER IN
1973



SOURCES OF ELECTRICAL POWER IN
2004






RECENT ACTION OF
COMMODITIES AND US DOLLAR
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WORLD INFLATION RATES -2007



THE POLITICS OF OIL


















AXIS OF ANXIETY
1). RUSSIA

2). IRAN

3). VENEZUELA






























Oll prices, Recessions & Inflation Trends In
the United States, 1963-2008



EXXON MOBILE PROFITS



EXXON MOBILE STOCK PRICE



THE ECONOMICS OF OIL



OIL PRICE FORMULA















ALTERNATIVE ENERGY

« THE PRODUCTION OF
ENERGY FROM
NATURAL, DURABLE AND
ENVIRONMENT FRIENDLY
ELEMENTS (SOLAR HEAT,
WATER, AIR, ETC.)






“You have chosen poorly.”

* 1). MUNICIPAL PLANNING

+ 2). CONSUMERS

» 3). INDUSTRY










CONCLUSION

OIL SHOULD REVERT TO NEAR MEAN
PRICE WITHIN A FEW YEARS.

NEAR-TERM DEMAND WILL
DECREASE.

THE WORLD IS NOT RUNNING OUT OF
OIL.

NEW TECHNOLOGY WILL LOWER
CONSUMPTION.



WE WILL ONCE AGAIN LIVE IN A
WONDERFUL WORLD



