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Key points

Since the U.S. shale revolution, energy has been a source of lower consumer expenditures for more than a decade
Gasoline prices — along with virtually everything else — recently have risen due amid the highest consumer price inflation
in 40 years
State and Federal taxes and fees add an average of 57 cents per gallon, but vary by state
As crude oil has remained the #1 input in making gasoline (EIA), gasoline prices have historically moved with oil prices
Oil prices are established by global markets and influenced by many uncertain factors that can affect current conditions
and future expectations
EIA estimates that global oil demand averaged 100 million barrels per day (mb/d) in Q1 2022 and could grow along with
the economy and reach a record-high 104 mb/d by December 2023
EIA has also shown that demand outpaced supply through Q1 2022, which supported prices, but generally anticipate that
market conditions could ease in coming quarters if the economy remains on track
In the U.S., oil demand exceeded 21 mb/d and remained more than 5% above its pre-pandemic levels in Q1 2019
By contrast, domestic production decreased in the wake of the pandemic, due to work force, supply chain, financial and
policy headwinds — and has yet to fully recover
On the positive side, U.S. oil drilling accelerated in Q1 2022 and could bode well for production increases as EIA expects
U.S. refineries have also remained global leaders that generally increased their capacity to make petroleum fuels and
other consumer products despite operating at fewer refineries
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Energy has historically been a source of lower consumer expenditures

Household expenditures by category
Index (2008=100)
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Recent gasoline prices and what influences them

U.S. average (Mar. 8, 2022): $4.32
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https://www.eia.gov/petroleum/gasdiesel/

State gasoline taxes have varied but risen relatively more in regions that
consequently have seen their gasoline prices exceed the nationwide average

Average state and federal gasoline taxes by region, Q1 2022 Changes in state gasoline excise taxes, by region 2013 - 2022
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*The taxes shown here are inclusive of the federal excise tax at 18.4 cents per gallon and other state ‘
tax fees. .




Gasoline prices have historically reflected those of oil, which remained relatively AT ¢

low since 2015 but recently climbed to their highest levels since 2014

Refiner acquisition cost of crude oil prices versus U.S. average gasoline prices, adjusted for price inflation

Dollars per gallon (20225)
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sources: Bloomberg; EIA; AAA; Bureau of Labor Statistics; APl Team analysis .
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Oil prices have historically related to many uncertain factors

CURRENT FACTORS FUTURE EXPECTATIONS
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EIA expects the global oil supply/demand balance to support
prices of S105 per barrel in 2022 and $S89 per barrel in 2023

EIA global supply/demand and Brent price estimates as of March 2022
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sources: EIA STEO (Mar. 2022); CME Group; Bloomberg; Bureau of Labor Statistics
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Global oil demand could achieve a record high in 2023 per EIA &

EIA expects record-high global oil demand 102.6 mb/d in 2023, exiting the year at 104 mb/d in Dec. 2023

Global oil demand and GDP
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110
2023\
100 2022 — EIA estimates
2021
90 ?
2020 COVID-
T 19 recession
30 Great Financial
Crisis (2008-2009)
2000
70
40 50 60 70 80 90 100

Real GDP (Trillion 2010S)
*Market exchange rate basis

sources: EIA; Bloomberg; IMF; APl Team calculations )F

American
Petroleum
Institute




U.S. liquid fuels consumption could grow to record levels in 2023 per EIA %

High-frequency indicators of transportation and industrial activity continued to improve in early 2022

EIA projects U.S. annual oil consumption growth of 4.4% (0.9 mb/d) y/y to 20.7 mb/d in 2022 and another 1.4% y/y (0.3
mb/d) to 21.0 mb/d in 202 , which could set a new record high

U.S. demand indicators, jan. 2022 vs. Jan. 2021, y/y% U.S. liquid fuel consumption by fuel
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In 2020, the U.S. became a net exporter of petroleum for the first time since
1958. In 2017 the US became a net exporter of natural gas

The U.S. has returned to being net importer of petroleum and is projected by EIA to remain one for 2022

U.S crude oil production and net imports (exports)
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U.S. oil production has sustained solid levels despite historically low drilling %
activity, and growth likely requires greater drilling activity

~ U.S. oil drilling in March 2022 remained nearly 40% lower than its level at the same point in 2019

~ With historically low drilling, the inventory of drilled but uncompleted wells has helped to sustain oil production

U.S. oil drilling and production
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U.S. refining has remained globally competitive by expanding existing
facilities and becoming a preferred provider to the rest of the world

The U.S. refining complex produces a variety of petroleum-based products and materials to meet society’s needs

Although the number of refineries has decreased over time — currently at 129 — their capacity has grown through
continued investments that have been enabled by infrastructure and markets

2021 average share
of U.S. refinery

Petrochemical Outputs:  output (%)

Oil refining — an illustrative depiction U.S. refineries and their capacity
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APl economics resources available at www.api.org
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