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Weekly US Petroleum Data - Back to the Future
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Summary

B While many investors don’t realize it, the American Petroleum Institute (API) releases
weekly petroleum inventory statistics (currently released simultaneously with DOE’s
on Wednesday morning).

B API| data release is being moved up to Tuesday late afternoon, effective January 27.

B Potential market impact as financial types will trade on any available data...assuming
it makes money and/or has an edge.

M Our analysis shows the API data is generally less accurate than the DOE. This
introduces the possibility of increased market volatility (do we really need MORE?)
until financial markets figure out the nuances of the API data.

B API| data quality is OK for crude oil and distillate and poor for gasoline and Cushing oil
inventories.

B \We suggest sticking with the DOE’s as the main source of inventory data...although we
realize the temptation to peek at the API’s initially will be too great to resist.

TUDORPICKERING
HOLT &COl asereemey



Introduction

B The American Petroleum Institute (API) is changing the release time of its weekly
petroleum statistics from Wednesday morning to Tuesday afternoon (after the
NYMEX close).

o Energy veterans will remember the Tuesday PM inventory release of the
“API’s”...looks like we will be going “back to the future” starting this week.

B The information contained in the APl weekly data is similar to the DOE’s weekly
petroleum status report. Currently both APl and DOE reports are released
~simultaneously on Wednesday mornings.

B The question this report attempts to address “which data set is more accurate?”

B Although the topic is kind of geeky, there is relevance to investors as commodity
traders can/do influence oil and refined product prices and they will trade on
any piece of information that “makes money”. An earlier release of inventory
data will matter...if the data is accurate.
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“Back in the old days” - the way things used to be

B Pre-2003 - Both DOE and API released statistics “before the commodity bell”
0 API released their weekly statistics Tuesday late afternoon ~5pm EST.
o DOE released stats on Wednesday morning 9am EST.

o0 Proof that “first is best”, APl data were more widely quoted than DOE.

M Early 2003, DOE and API changed to simultaneous release (current time of
10:30EST)...during normal NYMEX trading hours.

o DOE data has become industry standard in last five years during a period of
simultaneous release (free market for ideas...the market has spoken).

m January 27, 2009

o API plans to change release time back to Tuesday afternoon with a 4:30 EST
planned released time.

o API says round-the-clock trading makes a Tuesday release more practical.

o Although the weekly stats are only a small part of “what the API does”, there
must certainly be a “we want more attention” angle with the new release timing
(see slide 11 for description of the API).
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APl and DOE Weekly Data - How do they compare

B Primary difference between APl and DOE data

0 Reporting by industry to the entity:
= DOE weekly reporting is mandatory
= API report is voluntary

B Which is more accurate?

o Our analysis says the DOE data are generally more accurate...particularly for
gasoline inventories.

o Note: to determine accuracy, we compared the weekly data to the more
accurate DOE monthly data series...keep reading.

Difference Between Reference Purposes:
Weekly and Monthly Data Series Current Inventory Level
Absolute Value - kbbls DOE API (thousand barrels)
DOE API Better? | Better?
Crude Qil 3,828 3,795 Equal Equal 332,700
Cushing Oil 500 881 Yes 33,200
Gasoline 2,551 2,994 Yes 220,000
Distillate 2,910 2,536 Slig htly 145,000
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Weekly and Monthly Data Comparison

To gauge the accuracy of APl and DOE weekly samples, we compare to the more accurate/complete monthly
data (see below).

We compare data from 2005 to present using a robust interpolation technique to set the weekly inventory
data to month end (to “directly”” compare the weekly and monthly data). We use monthly data for 2008 and
revised monthly data for 2005-2007.

Weekly Data - DOE (mandatory reporting) and API (voluntary)

o Data for the week ending previous Friday

o Usually based on operational data - makes it least accurate data source but most timely
o Financial markets track closely (mostly DOE) and often trade on the data

Monthly data from DOE (released at end of month in Petroleum Supply Monthly)
o Data for entire month - released ~60 days after end of the month
o Usually based on monthly accounting systems - more accurate data but less timely

o Financial markets incorporate in models and use to adjust investment thesis

Revised Monthly from DOE (released middle of following year in Petroleum Supply Annual)
o Monthly data for prior year

o Adjusts monthly data via re-submissions/corrections - most accurate but not useful due to large time lag.
Financial markets largely ignore.

Monthly data more accurate than weekly as it is pulled from accounting systems
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Crude Oil Inventory Comparison

kbbls

Inventories

370,000 370,000
H ® DOE
— DOE Weekly [ o API
350,000 4 | T API Weekly 350,000 T | — Linear (DOE)
—— DOE Monthly g L] ----- Linear (API)
330,000 - / <7\ . 330,000 |
Qo
o) L
o X
310,000 - > 310,000 T
X
[}
(0]
y\,," ; N
290,000 - /‘ y 290,000 T
i Generally, both DOE and 270,000 -
270,000 API| weekly data accurately r
estimate crude oil inventories \
L 45 degree line
250,000 : . . 250,000 T ‘ : :
Jan-05 Jan-06 Jan-07 Jan-08 Jan-09 250,000 270,000 290,000 310,000 330,000 350,000 370,000

Monthly, kbbls

« APl and DOE are both pretty good at estimating crude oil inventories.

e Both tend to overstate inventories at low levels and understate when
inventories are high.
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Gasoline Inventories

Inventories, kbbls
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e DOE is much better at estimating gasoline inventories.

« API| tends to overstate inventories at low levels and understate when
inventories are high.

= API data has more “scatter” (lower R’ value).
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Cushing Oil Inventories

Inventories, kbbls
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» DOE is generally better at estimating oil inventories at Cushing (NYMEX crude
oil delivery point). Exception was late 2007 where DOE significantly
overestimated inventories for a few months.

e API Cushing accuracy is good...but generally not as accurate as the DOE’s.

e Note: Cushing inventories tend to matter more at extremes (either “full” or
“empty”’) - DOE is more accurate at higher (“full’’) inventory levels.
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Distillate Inventories
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« Both API and DOE inventories generally underestimate distillate inventories.
» API does a slightly better job at estimating distillate inventories.
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American Petroleum Institute - Who are they and why
are they here?

B API - only national trade organization that represents all aspects of America’s
oil and natural gas industry. API has a broad range of programs:

o Advocacy

0 Research and Statistics

= Collect data on US industry operations - supply and demand, imports and
exports, drilling activities, costs and well completions.

= Weekly petroleum statistics

o Standards

= API develops industry equipment and operating standards. APl maintains
500+ standards and recommended practices.

o Certification

= API verifies equipment manufacturers are operating in compliance with
industry standards.

o Education

0 Www.api.org

Weekly petroleum data report — only a small piece of “what API does”.
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Conclusions - How will TPH use the data?

M First few months (late-Jan thru March)
o Watch both data series
o Compare/educate on the differences

o Focus on the DOE’s unless market/data quality suggests otherwise.

m April and beyond

o Focus primarily on DOE data unless the API data shows clear improvement in
data quality.

B Buckle up - Jan 27t is here!
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