Weekly Energy Update
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In this report, we recap the Department of Energy s weekly report on oil inventories and related factors.
We include our euro and inventory oil model as well. Although the inventory data will be the primary
focus of the recap, we will add other data when required.

March 5, 2020

Crude oil inventories rose 0.8 mb compared to the forecast rise of 3.0 mb.
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In the details, U.S. crude oil production rose 0.1 mbpd to a new record of 13.1 mbpd. Exports
rose 0.5 mbpd, while imports were unchanged. The inventory build was less than forecast due to
rising exports and steady imports.
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This chart shows the annual seasonal pattern for crude oil inventories. This week’s report was
less than the usual seasonal patterns, and the gap between the normal pace of inventory
accumulation and the actual widened modestly.
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Based on our oil inventory/price model, fair value is $59.19; using the euro/price model, fair
value is $46.44. The combined model, a broader analysis of the oil price, generates a fair value
of $50.08. Qil prices have stabilized this week. OPEC has reportedly agreed to a 1.5 mbpd
production cut; it is unclear if Russia is participating. This decision comes not a moment too
soon as we are hearing reports that tankers are being used for floating storage, a clear sign of
oversupply.

Past performance is no guarantee of future results. Information provided in this report is for educational and illustrative purposes
only and should not be construed as individualized investment advice or a recommendation. Any investment or strategy discussed
may not be suitable for all investors. Investors must make their own decisions based on their specific investment objectives and
financial circumstances. Opinions expressed are current as of the date shown and are subject to change.

This report was prepared by Confluence Investment Management LLC and reflects the current opinion of the authors. It is based
upon sources and data believed to be accurate and reliable. Opinions and forward-looking statements expressed are subject to
change. This is not a solicitation or an offer to buy or sell any security.
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