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Overview

◼Energy Sources

◼Energy History

◼OPEC

◼US Shale

◼Market Assessment

◼Outlook
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World Energy Sources

This information is for illustrative purposes only

Source: Ocean News & Technology



4

CONFIDENTIAL - Please see important disclosures  at the end of this presentation

Wellhead To Burner Tip

Many Subsectors Within The Oilpatch

This information is for illustrative purposes only

Source: Petrol Malaysia
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Sizing The Oilpatch

Oil Gas

3-4% of

Global GDP

100mmbbls/day

X

$60/bbl

~$2.2 Trillion

3.8tcm/year

X

$3/mcf

~$400 Billion
Source: Pickering Energy Partners
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Where Do (Oil and Gas) Babies Come From?

This information is for illustrative purposes only

Source: Energy Education
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OPEC

Source: OPEC Annual Statistical Bulletin 2018
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How Much Can We Count On OPEC Discipline?

◼ Supply Risk More Obvious Now

◼ Escalating Tensions

◼ Is Game of Drones Good or Bad for OPEC Cohesion?

◼ Will Iran Come to the Table?
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Spindletop - 1902

Source: Lamar University
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A Volatile Business

Source: Department of Energy
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US Production History

Source: EIA
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Shale Is The Big Story

Source: The Fuse
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US Shale Basins

Source: CNBC.com
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Horizontal Drilling

Source: Rigzone News
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Multi-Stage Fracking

Source: Texas A&M University
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Where Are We?

◼5th Year Of A Downturn

◼Underperforming Stocks

◼Apathetic Investors

◼Production Boom

◼US Energy Superpower

◼Green New Deal!

◼Peak Demand Fears

◼ Industry Focus Shifting

◼ Stymied Capital Markets

Crude Oil (WTI)

2012 – Current

This information is for illustrative purposes only

Source: Bloomberg as of 9/30/2019
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Cyclical Business

1998-2001 2003-2018 2008-2009

September 2008October 2003March 1999

1980’s

1985

▪ Oil bottoms at $10/Bbl in 1986

▪ Rallies to $25/Bbl in 1987

▪ Oil bottoms at 

$40/Bbl in December 

2008

▪ Rallies to $80/Bbl by 

September 2009 and 

to $100/Bbl by March 

2011

▪ Oil $15/Bbl in March 

1999

▪ Rallies to $35/Bbl by 

June 2020

U.S. Production

5.5 MMbopd October 

2003

11.7 MMbopd November 

2018

Global Consumption

2003 = ~80MMbopd

2018 = ~100MMbopd

Source: EIA
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Investor Perspective

Optimism

Relief

Hope
DepressionDespondency

Capitulation

Panic

Desperation

Fear

Denial

Anxiety
Euphoria

Thrill

Optimism

Excitement

Equity Behavior Here

Commodity / Fundamentals  

Point Here
Fundamentals will win 

out in the long-term

Investor Psychology Overriding Fundamentals

◼ “This Is A Bad Business”

◼ Not Competitive With Other Sectors

◼ US Growth Has Killed The Macro

◼ Returns Are Not Good Enough

◼ 4 Of Past 5 Years Are Bad

◼ Absolute

◼ Relative

PEP View - Classic Cyclical Trough Ongoing

Source: Raymond James Research, Bloomberg. This information is for illustrative purposes only.
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OPEC Isn’t Necessarily The Lowest Cost Producer 

This information is for illustrative purposes only

Source: IMF, Bloomberg

OPEC Breakeven With Social Cost
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Energy Stock Performance

Source: Bloomberg as of 9/30/2019

Market Reaction From 2014 Peaks

-83%

-80%

-49%

-73%

-62%

-49%

-57%

-30%

-5%

32%

42%

21%

-85% -75% -65% -55% -45% -35% -25% -15% -5% 5% 15% 25%

Small Cap Energy (RGUSES)

Oil Service (OIH)

WTI Crude (NYMEX)

SPDR Oil & Gas (XOP)

Natural Gas (Henry Hub)

12-Mo. Crude Strip (NYMEX)

MLPs (AMZ)

Majors (XOI)

High Yield Energy Credit

Utilities (XLU)

Broad Market (S&P 500)

Inv. Grade Energy Credit
Current Trough

-84%

-81%

-76%

-75%

-73%

-69%

-62%

-48%

-46%

-17%

-13%

-12%
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Storm Clouds Are Brewing (Supply)

2020E Global Oil Supply Growth (mmbbls/d) 2020E Supply Growth per IEA

1.4 

1.6 

1.6 

1.6 

1.9 

2.2 

2.3 

Evercore

EIA

OPEC

Bloomberg

J.P. Morgan

IEA

TPH Securities

+1.7 mmbbls/d on average

US
57%

Brazil
16%

Europe
15%

Others
12%

+2.2 mmbbls/d

US Remains The Biggest Supply Driver

(+1.3 mmbbls/d)

Source: Bloomberg, TPH Securities, IEA, J.P. Morgan, OPEC, EIA, Evercore
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Storm Clouds Are Brewing (Demand)

2020E Global Oil Demand Growth (mmbbls/d)

+1.3mmbbls/d on average

◼ Oil Demand Risks Are Increasing

◼ Wouldn’t Expect Negative Demand, 

But Potentially Less Than Current 

Consensus

Source: Bloomberg, TPH Securities, IEA, J.P. Morgan, OPEC, EIA, Evercore
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2019 Outlook

◼ $50/bbl Doesn’t Work

◼ Risk Level Higher

◼ OPEC Doing Its Job

◼ US Shale Juggernaut

◼ Industry Better Behaved

◼ Industry Better Prepared

◼ Investors Exhausted

◼ We’re a Long Way Away From Irrelevancy
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Disclosure Statement

Contact Us

Pickering Energy Partners

1111 Bagby, Ste 4920

Houston, TX 77002

THIS DOCUMENT IS NOT AN OFFER TO SELL OR THE SOLICITATION OF AN OFFER

TO BUY AN INTEREST IN ANY FUND MANAGED BY PICKERING ENERGY PARTNERS

LP (“PEP”). AN OFFERING OF SUCH INTERESTS WILL BE MADE ONLY BY MEANS

OF A CONFIDENTIAL OFFERING MEMORANDUM (THE “MEMORANDUM”) AND ONLY

TO QUALIFIED INVESTORS IN JURISDICTIONS WHERE PERMITTED BY LAW.

This document contains certain forward looking statements and projections. Such

statements and projections are subject to a number of assumptions, risks and uncertainties

which may cause actual results, performance or achievements to be materially different

from future results, performance or achievements expressed or implied by these forward-

looking statements and projections. Prospective investors are cautioned not to invest

based on these forward-looking statements and projections.

Any illustrative models presented in this document are based on a number of assumptions

and are presented only for the limited purpose of providing a sample illustration. Any

sample illustration is inherently subject to business, economic and competitive

uncertainties and contingencies, many of which are beyond PEP’s control. Any sample

illustration is not reflective of any actual investment purchased, sold, or recommended for

investment by PEP and are not intended to represent the performance of any investment

made in the past or to be made in the future by any Fund managed or advised by PEP.

Actual returns may have no correlation with the sample illustration presented herein, and

the sample illustration is not necessarily indicative of an investment that PEP will make.

PEP does not provide accounting, tax or legal advice. In addition, we mutually agree that,

subject to applicable law, you (and your employees, representatives and other agents) may

disclose any aspects of any potential transaction or structure described herein that are

necessary to support any U.S. federal income tax benefits, and all materials of any kind

(including tax opinions and other tax analyses) related to those benefits, with no

limitations imposed by PEP.

Certain information contained herein has been supplied to PEP by third parties. While PEP

believes such sources are reliable, it cannot guarantee the accuracy of any such

information and does not represent that such information is accurate or complete. The

information contained herein is confidential (except for information relating to United

States tax issues) and may not be reproduced in whole or in part. These materials were

designed for use by specific persons familiar with the business and the affairs of your

company and PEP materials.

Fund performance is a preliminary calculation by PEP. Finalized fund performance is

calculated by the administrator. Fund returns may differ from an individual investor’s

return due to timing of investment, fees, taxes and eligibility to participate in certain

investments.

All case studies and examples used in this presentation are presented for illustrative

purposes only and should not be relied upon as an indication of how PEP has performed in

the past or will perform in the future.

Past returns are not indicative of or a guarantee of future results.

An investment in any Fund managed by PEP is suitable only for certain

sophisticated investors who have no need for immediate liquidity in their

investment. Interests in a Fund are not freely transferable and may be

withdrawn only under the limited circumstances set forth in a Fund's

Offering Documents.

An investment in a Fund is speculative and involves a high degree of risk

and is not intended to be a complete investment program. A Fund’s

performance may be volatile and there is no assurance that a Fund will

achieve its investment objectives. Investors could lose all or a substantial

amount of their investment in a Fund.

The terms included are preliminary, have not been finalized, and are

subject to change at any time without notice. Certain information on this

page will be qualified in its entirety by reference to the Memorandum. In

the even conflict between this Information and the Memorandum, the

Memorandum will prevail.

This document contains certain forward looking statements and

projections. Such statements and projections are subject to a number of

assumptions, risks and uncertainties which may cause actual results,

performance or achievements to be materially different from future

results, performance or achievements expressed or implied by these

forward-looking statements and projections. Prospective investors are

cautioned not to invest based on these forward-looking statements and

projections.
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General Disclosure Statement

With respect to alternative investments, such as Hedge Funds, in general, you should be aware that:

• Returns from some alternative investments, such as Hedge Funds, can be volatile.

• You may lose all or a portion of your investment.

• With respect to single manager products, the manager has total trading authority. The use of a single manager could mean a lack of diversification and higher risk.

• Many alternative investments that include Hedge Funds are subject to substantial expenses that must be offset by trading profits and other income.

• Trading may take place on foreign exchanges that may not offer the same regulatory protection as United States exchanges.

With respect to an investment in a Hedge Fund, you should be aware that:

• There is often a lack of transparency as to the underlying investments of Hedge Funds.

• With respect to a hedge fund of funds, the fund’s manager has complete discretion to invest in various sub-funds without disclosure thereof to you or to us. Because

of this lack of transparency, there is no way for you to monitor the specific investments made by the underlying hedge funds or to know whether the sub-fund

investments are consistent with the hedge fund’s historic investment philosophy or risk levels.

• A hedge fund of funds invests in other funds and fees are charged at both the fund and sub-fund level. Thus, the overall fees you will pay will be higher than you

would pay by investing directly in the sub-funds. In addition, each sub-fund charges an incentive fee on new profits regardless of whether the overall operations of the

fund are profitable.

• There is no public secondary market for Hedge Funds interests. Transfers of interests are subject to limitations. The funds’ manager may deny a request to transfer if 

it determines that the transfer may result in adverse legal or tax consequences for the fund.

A Hedge Funds’ Offering Memorandum or a registered money manager’s disclosure document (Form ADV Part II) describes the various risks and conflicts of interest relating

to an investment and to its operations. You should read those documents carefully to determine whether an investment is suitable for you in light of, among other things,

your financial situation, need for liquidity, tax situation, and other investments.

Keep in mind that past returns may not be indicative of or a guarantee of future results. You should only commit risk capital to any investment product. Alternative

investment products, including Hedge Funds, are not for everyone and entail risks that are different from more traditional investments. You should obtain legal and tax

advice from your appropriate advisors before deciding to invest.

The Fund has a limited operating history. The success of the Fund depends on the ability and experience of PEP and there can be no assurance that PEP will generate any

gains or profits for the Fund. Investors may lose all of their investments.

The information herein is subject to change, without notice, at the discretion of PEP and PEP does not undertake to revise or update this information in any way. Unless

otherwise stated, all statements are current as of the date at the front of the pitchbook.

No investment process is free of risk and there is no guarantee that the investment process described herein will be profitable.
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