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Welcome to Equinor’s Energy Perspectives 2020

2020 has been, and stillis, a year of unprecedented uncertainty in the
energy industry. While the humanitarian costs of the Covid-19 pandemic
are still being counted, the world is suffering a global economic downturn
and an increase in geopolitical uncertainty. The energy market turmoil we
have seen this year far outweighs anything else | have experienced
through my career in Equinor.

Rooted in Energy Perspectives is a recognition of the massive changes
the global energy mix must go through for the world to reach the climate
targets set out in the Paris Agreement. During the last year we have set
clear actions and targets for emission reductions in our operations and
the carbon intensity of our products. We have decided to invest in the
Northern Lights carbon storage project and further matured our large

Anders Opedal offshore wind portfolio. To become a leading company in the energy
President and CEO The pandemic is still affecting societies and markets, uncertainty is high, transition, we will leverage technology and innovation at scale to further
and no one can predict what the short- and long-term effects will be. optimise our oil and gas portfolio, accelerate profitable renewable energy
There are many important questions with no clear answers at present. projects and increase our efforts to develop new low-carbon solutions.
What effect will lower oil and gas prices have on supply? How will
setbacks in global trade affect demand? What impact will the pandemic We are transitioning towards becoming a broad energy company. Our
have on the energy transition? Attempting to answer these questions success rests on our people, managing risks and staying competitive in a
makes scenario thinking more important than ever. continuously changing business and policy environment. Energy Perspectives
provides my colleagues and me with important insight that helps us make
We always develop our business plans to cater for different future sound decisions, and | am very proud of how far it has come over the last 10
scenarios, and as a company, we must navigate the uncertainties in the years. | hope you will enjoy this 10t edition of the Energy Perspectives report.
best way we can for our employees, our owners and the societies where
we operate. Our strategy remains firm: Always safe, High value and Low
carbon; and we are inspired by our vision of shaping the future of energy. ;Y
(\& ey, QQE le»Q,
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Back to the future

2020 will be remembered. A global pandemic, more than a million deaths,
lockdowns, travel restrictions, crash in energy demand and energy prices,
recession and unemployment, and an abundance of predictions about
the potential long-term effects of the pandemic. We are still in the middle
of the recovery towards a potentially new normal. Where the world and
the global economy will be in a year or so, is all but clear.

Speculating about the global energy future towards 2050 is more difficult
than ever. But for a company that is in the energy business, keeping a
long-term focus also in times of extreme short-term uncertainty is a
necessity. Given the uncertainty, our long-term perspectives must be
based on scenarios that span out a very wide outcome space and build
on different plausible combinations of assumptions that tell stories about
where global energy markets may develop. Stories that serve as
background for making robust investment decisions, and that describe
explicit signposts that can be used as indicators for where we are heading
some years from now. Stories that not only address a development we
wish for, but also developments that are undesirable, but still possible.

A lot has changed since we first published our long-term perspectives.
Back in 2011, we expected oil and gas demand in 2020 to be almost 92
mbd and 4200 Bcm, respectively. And we imagined that electricity
supplied from new renewable sources (solar and wind) could be 5.5 times
higher than in 2010. The forecasts for oil and gas are reasonably close to
what will be the actual outcome, but in the case of oil especially, for the
wrong reasons: Our forecast then did not take into account the crash in oil
demand due to Covid-19, but was affected by the slow growth after the
financial crisis and a very optimistic view on the speed of electrification.

And, surprisingly to some, our forecast on growth in new renewable
electricity was remarkably close to the actual outcome, as generation in
2020 will probably be 5.7 times that in 2010.

As previously, our outlook on global energy to 2050 is based on three
very different scenarios, this year called Reform, Rivalry, and Rebalance.
They are all based on a forecast for the most likely development from the
current crisis to around 2023. Then the development takes three distinctly
different paths, based on different combinations of economic and demand
growth, energy efficiency, climate policy cooperation, technology
development and geopolitics.

The most important change in this year's Energy Perspectives is the new
combination of assumed drivers that are necessary to deliver on the well
below 2° Celsius target established in the Paris Agreement. We think a
plausible pathway towards this target is a combination of rapid and
radical changes in global energy, climate policies, technologies, and a
more balanced economic development between industrialised and
emerging economies. This scenario has therefore been renamed from
Renewal to Rebalance.

Even during a global crisis with an unknown outcome, it is important and
necessary to keep our eyes on long-term developments in the world's
most important markets, and on the possibilities for addressing our
biggest long-term challenges. Energy Perspectives 2020 is an attempt to
contribute to an informed dialogue about these issues.

Happy reading!
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Eirik Weerness

Senior vice president and
Chief economist
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The energy world in 2050

18-19«

Size of the global economy
compared to 2019

7o 10 - 356t

Global energy-related CO, emissions

compared to 33 Gt in 2019

| 51 - 117mbd

\

Global oil demand compared to
100 mbd in 2019

3,200 - 4,800 Bem

Global gas demand compared to
4,000 Bcm in 2019
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Share of solar and wind in the global
electricity generation mix, up from
7% in 2019

(&% 0.5 - 1.2 Bilion

Electric light duty vehicles on the road,
equivalent to 29% - 87% of the total fleet
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Covid-19 and the outcome of the current crisis

The Covid-19 pandemic has had enormous impacts. At the time of publication, there have
been around 50 million confirmed cases and over 1 million deaths worldwide, and the
humanitarian costs are still being counted. It is still unclear if, and when, the virus will be
under control, much less how and when the pandemic will end. Governments have
responded with draconic containment measures that include travel restrictions and
lockdowns. These measures have not only disrupted peoples' lives, but also plunged the
global economy into a deep recession. Government and central bank responses have been
decisive. Their policies seem, for now, to have prevented a financial crisis in addition to the
collapse seenin the real economy. The cost, however, has been immense and has led to
steep increases in already high public and corporate debt levels, on top of the costs

of unemployment, bankruptcies and loss of value creation.

Just as for the long-term development of energy markets, scenario development is
necessary to analyse potential outcomes and understand the uncertainties around the
main drivers in this current crisis, be it health, economy, society or geopolitics. For the three
scenarios in Energy Perspectives, the starting point in 2022-23 is the same, based on the
following expected outcome of the crisis: Targeted social distancing measures and
increased testing capacity are used to contain the virus spread enough to allow for a slow
and bumpy, yet steady recovery of economic activity from the nadir in the second quarter
of 2020. Vaccines are developed, and roll-out starts during the second half of 2021. This
allows for an accelerated re-opening of the economy and a rebound from the 2020 lows,
though economic development is not expected to catch up with the pre-crisis trajectory.

The outcome space is large. An earlier vaccine approval with faster production and
distribution than expected might reduce the economic damage. Conversely, delayed
vaccine development, destabilisation of financial markets, loss of trust in governments, or
deteriorating geopolitical relationships could worsen the development significantly. The risk
picture seems to be skewed to the downside.

K7 4
“W

equinor

Whether and how much the Covid-19 pandemic will accelerate the energy transition can be
debated. Some governments, led in their efforts by the EU, are combining plans to stimulate
economic recovery with an ambition to “build back greener”. They want to invest heavily in
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