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Oil prices are abnormally low

Sources: EIA, Bloomberg; IHS

 The current prices in real terms are close to the values of the 90’s.
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Information herein has been prepared by the Company. The presented conclusions are based on the general information collected as of the date

hereof and can be amended without any additional notice. The Company relies on the information obtained from the sources which it deems

credible; however, it does not guarantee its accuracy or completeness.

These materials contain statements about future events and explanations representing a forecast of such events. Any assertion in these materials

that is not a statement of historical fact is a forward-looking statement that involves known and unknown risks, uncertainties and other factors,

which may cause our actual results, performance or achievements to be materially different from any future results, performance or achievements

expressed or implied by such forward-looking statements. We assume no obligations to update the forward-looking statements contained herein to

reflect actual results, changes in assumptions or changes in factors affecting such statements.

This presentation does not constitute an offer to sell, or any solicitation of any offer to subscribe for or purchase any securities. It is understood that

nothing in this report / presentation provides grounds for any contract or commitment whatsoever. The information herein should not for any

purpose be deemed complete, accurate or impartial. The information herein in subject to verification, final formatting and modification. The contents

hereof has not been verified by the Company. Accordingly, we did not and do not give on behalf of the Company, its shareholders, directors,

officers or employees or any other person, any representations or warranties, either explicitly expressed or implied, as to the accuracy,

completeness or objectivity of information or opinions contained in it. None of the directors of the Company, its shareholders, officers or employees

or any other persons accepts any liability for any loss of any kind that may arise from any use of this presentation or its contents or otherwise

arising in connection therewith.

Disclaimer
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Price decrease has diversified and accelerated demand in 2015

Sources: EIA; IEA

 In 2015 global LHC consumption grew by twice the growth in

2014.

Share of emerging regions in the increment of the global 
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 China’s share of global growth has declined.

 The share of India, other Asian countries and Africa has grown.
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Explosive growth of shale oil production in the USA stopped in 2015

Source: EIA

 In 2015 oil production in the USA stabilized at the level of 9.3 –

9.4 mb/d.

Oil production at the main shale plays in the USAProduction output and net import of crude oil in the USA

 In December, 2015 the production at the key shale plays in the

USA declined by 5.4% down to 5.05 mb/d.
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Increased OPEC production has aggravated the imbalance in the oil 

market

Sources: EIA, OPEC, IEA, Bloomberg

 OPEC production by far exceeds the official quota of 30 mb/d.

Increment of crude production output in a number of OPEC 

countries (MoM)
Crude production output at OPEC (except Indonesia)

 In 2015 OPEC oil production grew by 2.6 mb/d (YoY).
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Positions of major traders on futures markets for oil

Source: Bloomberg

WTI prices and trading positions at NYMEX Brent prices and trading positions at ICE
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 Net positions at the beginning of 2016 show that the market

got bearish to a record-breaking degree.

 Brent futures market shows less correlation between price

dynamics and major trading positions.
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Highest-quality wells make up small part of Eagle Ford

 The most productive areas, the so-called sweet spots, accounted for 81% of the production output, but also account for a small share of the

total play area. And these wells are already drilled.

Source: “Eagle Ford Reality Check: The Nation’s Top Tight Oil Play After A Year Of Low Oil Prices” report
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Scenarios of US oil and gas condensate shale production in 2016

Sources: Baker Hughes, EIA, Rosneft estimates 

 Over the recent 12 months the rig count in the USA has

decreased approximately threefold from 1,482 to 498.

Forecast for production output of oil and gas condensate at 

USA shale plays
Number of operating drilling rigs in the USA

 If oil prices stay flat at the level of $35/bbl, by the end of 2016

USA shale plays will be producing 3.7 mb/d.
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Long term oil production dynamics in the USA depend on the price 

outlook

Source: EIA

 Even the extremely high prices (over $200 2013/bbl) cannot

prevent oil production decline in the USA.

Forecast for crude production in the USA subject to 

different AEO scenarios
Oil price outlook subject to different AEO scenarios

 $50/bbl oil will not entail oil production decline in the USA until

2020.
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There is no consensus on the prospects for shale oil production

Sources: PostCarbon Institute, EIA

 The forecasts made by EIA and PostCarbon Institute agree on the timing of peak production for plays Bakken and Eagle Ford, but EIA

predicts much more gradual production decline.
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Drilling activity and investments have decreased everywhere except 

Russia and Saudi Arabia

Sources: Baker Hughes, Central Dispatching Department of the Fuel and Energy Complex, Bloomberg

Dynamics of investments into UpstreamDynamics of number of operating oil rigs* worldwide
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 In 2015 the number of operating oil rigs worldwide decreased

by about 44%

 With North America excluded, the decrease made up 17%.

 In 2015, investments into Upstream have been cut by 23% to

$545 bln and will decline by another 13% in 2016.
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Reduced drilling and investment reduction may cause supply deficit in 

the mid-term

Source: IEF based on World Energy Outlook 2013, World Energy Outlook 2015, JPMorgan data

The volume of greenfields to be put into operation and estimated depletion volume by the decline rate 

 The current growth of oil supply is accounted for by production from existing fields.
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OPEC has budgetary and socio-economic challenges

Source: IEF based on IMF data, SAMA, IEA
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 The IEA estimates that the decrease in oil price will result in a

1:1 ratio decrease in per capita oil revenues in OPEC countries.

 Increased production by more than 7.5% will be required to
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Iran’s potential with respect to oil production and export

Source: Rosneft based on OPEC and Wood Mackenzie data

 Existing or mothballed capacity in Iran may increase production by 1.35 mb/d to 4.5 mb/d in 2020.

 In this scenario exports from Iran would increase by to 2.4 mb/d in 2020.

 Iranian oil inventories in their large-tanker fleet amount to approximately 40 million bbl.
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Rosneft’s and OPEC’s long-term forecast 

Sources: OPEC; Rosneft, Institute for National Economic Forecasts of Russian Academy of Sciences

Rosneft forecast (till 2030)

 Rosneft forecasts that the price of oil will rise starting from

2018 to $57/bbl by 2018, $82/bbl by 2020 and $100/bbl by

2025 (in 2014 dollars).
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Mechanism for balancing the market in 2016-2017 

Sources: Rosneft esimates based on EIA Short-Term Energy Outlook January 2016, IEA Oil Market Report January 2016

Mechanism for reduction of LHC supply in the global market in 2016-2017  
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Energy agencies are expecting growth of oil prices in mid-term and long-

term

Sources: IEA, EIA, OPEC

Forecasts for oil prices in real terms*

*(for reviews of 2014 and 2015, subject to the prices of 2013 and 2014, respectively)

 In 2015, energy agencies seriously revised their price forecasts.

 However, in general, main scenarios of 2015 contemplate that after 2020 oil prices will form long-term curves anyway, which were also

expected in 2014, despite the current decline.
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Price increase will be conditioned by growing demand and the need to 

produce more high-technology oil

Sources: IEA, OPEC

Forecast structure of global production of liquid 

hydrocarbons, %

 Technology development in oil industry will play a key role in

securing its competitiveness.

 Share of high-technology oil will grow steadily, reaching 30%-

40% in 2040.

Forecasts on global demand for liquid hydrocarbons

 Energy agencies forecast that the demand for Liquid

Hydrocarbons (LHC) in the long-term will grow steadily.

 LHC will amount to about ¼ of the global energy balance

during the next 15-20 years.
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New technologies are a risk and an opportunity for oil consumption growth

Source: Rosneft based on World Energy Outlook 2015 and other sources
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More than the structure of current global production, future production will 

depend on resources

Source: IEA
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Oil production in Russia depends more on tax than on oil prices

Source: IEF based on company data and own calculations

 The key parameter characterizing the perspectives of oil production in Russia is the tax treatment for development

of hard-to-recover, depleted deposits and continental shelf fields.
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