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Oil and gas prices move up
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Shale boosts U.S. oil production

Million barrels per day 2016 average as of

April:
9.11 mb/d

10 -

O I I I I I I I I I ]
1920 1930 1940 1950 1960 1970 1930 1990 2000 2010  20¢
SOURCE: Energy Information Administration. Federal Reserve Bank of Dallas i?&‘ '




Rig count plunges, oil production drops

Million barrels per day Rig count
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IMPACT ON U.S. ECONOMY
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Oil investment and rig count plunge
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Low oil prices boosted growth in final demand

Contribution to real growth,
pergentage points, SAAR
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Households benefit from low energy prices
and a strong dollar

Contribution to real growth,
pergentage points, SAAR
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Mining and manufacturing firms have scaled back
cap ex plans, and investment growth has slowed

Contribution to real growth,
pergentage points, SAAR
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Government purchases and the strong dollar have
also affected final demand

Contribution to real growth,

pergentage points, SAAR

Components of final demand
3 - m 2012:Q4 - 2014:Q2
1.9
2 - 1.5
: H 2014:Q3 - 2016:Q1
1 - 03 0.6
0.2 : 0.2 0.2 0.0
0" I
- 4
-1 - 0.4 0
-2 -
Final demand Personal Residential Business fixed Government Net exports
consumption investment investment
NOTE: Components do not sum exactly to final demand due to rounding. Federal Reserve Bank of Dallas i’% '

CNIIDCC. DirvrAamtt ~fCrArarmmarmaimr Analvie: o




IMPACT ON STATE ECONOMIES
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Low oil prices benefit most states

(Effect of a 50% decline in oil prices on employment)

Percent change in total employment — <-2 e -2t00 e O0to I =1
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Energy states did well in 2014
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Energy states lose jobs in 2015
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Oil and gas shares falling in Texas
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Is the fall in rig counts over?
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Unemployment rates rising
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Initial jobless claims still high

Index, Jan. 5 ‘13 = 100, 4 WMA
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Some states rely heavily on oil and gas
severance taxes

Percent (Share of 2014 state tax revenues)
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Texas rig count ticks up but oil production
continues to decline

Rig count Million barrels per day
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Breakeven prices for existing wells from
Dallas Fed Energy Survey

In the top two areas in which your firm is active:
What WTI oil price does your firm need to cover operating expenses for existing wells?
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Breakeven prices for new wells from
Dallas Fed Energy Survey

In the top two areas in which your firm is active:
What WTI oil price does your firm need to profitably drill a new well?
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Texas and Louisiana Gulf Coast biggest
share of U.S. refining capacity

Percent
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Petrochemical cost advantage remains
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Outlook

 Plunge in oil prices slowed growth in energy states.
— Small energy states still in recession.
— Texas - larger and more diversified - skirted recession.
* Risks:
— Energy prices
— Strong dollar
— National economy

e Healthy national economic growth has been a tailwind

 Rough patch for energy-producing states.
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