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DIVIDEND ASSETS CAPITAL –

INVESTMENT STRATEGIES FOR RISING INCOME & GROWTH

Insights of the Month: Oil Prices and Recessions
Since 1986, there have been four recessions according to the Federal Reserve. Except for the recession of 2020, all of these were either
preceded by or began with a near doubling of the year-over-year price in oil. The recession that lasted from July of 1990 through March of
1991 saw a 96% YoY increase in September of 1990; the recession that lasted from March through November of 2001 saw a 141% YoY
increase for February 2000; the recession that lasted from January 2008 through December of 2009 saw a 97% increase YoY. Since March of
2021, the YoY price of oil had doubled 3 times, +192%, +222%, and 134% for March, April, and October of 2021, respectively. While these
more recent changes can be attributed to the easing of COVID restrictions that began in March of 2020, the price of oil has continued to
increase significantly, with the June 2022 price increasing 71% YoY.

Hand in hand with rising oil prices are rising gasoline prices. While demand for gasoline tends to be inelastic in the short-term, daily
gasoline demand has fallen year-over-year, based on the 4-week average from the Energy Information Administration, from April through
the beginning of June. This has happened only two other times in the past 10 years, in 2020 and in 2013. The fall in 2020 can be attributed
to the implementation of COVID restrictions, while the 2013 decline was part of a trend that started in 2009, during the “Great Recession”.
Since this current decline in demand can’t be attributed to a slow economic recovery from a recession or the quarantine of the country’s
population, the most obvious cause then would be prices. While this could be that people are modifying their behavior to adjust for the
higher prices, another cause could be that these high prices are beginning to slow economic activity. This combined with the historical
correlation between year-over-year doubling in oil prices and recessions, means we could be on the verge of a significant economic
downturn, if not a recession.
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U.S. Total Crude Oil Production and U.S. Crude Rotary Rig Count (as of June 3, 2022):
1.

West Texas Intermediary (WTI) oil price was $118.87 per barrel (+8.3% m/m).

2.

U.S. oil production was 11.9mm bbl/d (+0.8% m/m).

3.

U.S. oil rig count was 574 (+3.1% m/m).

U.S Crude oil Price vs. Oil Rig Count
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The U.S. Commercial Crude Oil Inventories (excluding those in the Strategic Petroleum Reserve) and Inventory
Changes (As of June 3, 2022):
1.

Inventory increased by 2.4 million barrels from the previous week to 416.8 million barrels (8% below the 5-year average).

2.

Total crude stockpiles including the Strategic Petroleum Reserve (“SPR”) declined 31.1 million barrels month over month.

58 RIVERWALK BOULEVARD │ RIDGELAND, SC 29936 │ 843.645.9700 │ dacapitalsc.com

DIVIDEND ASSETS CAPITAL – INVESTMENT STRATEGIES FOR RISING INCOME & GROWTH

U.S. Imports and Exports (as of June 3, 2022):
1.

U.S. crude oil 4-week average imports were 6.4 mm bbl/d, up 4.3% month over month.

2.

U.S. crude oil 4-week average exports were 3.5 mm bbl/d, down 2.5% month over month.

U.S Crude Oil Imports

U.S Crude Oil Exports
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U.S. Refinery Inputs and Utilization Rates (as of June 3, 2022):
1.

U.S. crude oil refinery inputs averaged 16.4 million bbl/d for the week ending June 3,2022. Four-week inputs averaged 16.2
million bbl/d, 4.4% higher than the same time a year ago.

2.

Refinery Utilization has continued to increase, reaching 94.2%, up from 90% for the previous month. This is also higher
than the same period last year, which was a 91.3% utilization rate.

Source: Bloomberg, Dividend Assets Capital
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This information is for illustrative purposes. Material presented has been derived from sources considered to be reliable, but the accuracy and completeness cannot be guaranteed. Nothing
contained in this document may be relied upon as a guarantee, promise, assurance, or representation as to the future.
Dividend Assets Capital, LLC ("DAC") is an investment adviser registered with the U.S. Securities and Exchange Commission. Registration does not imply a certain level of skill or training. More
information about DAC investment advisory services can be found in its Form ADV Part 2, which is available upon request.
You should carefully consider the investment objectives, potential risks, management fees, and charges and expenses before investing. The Firm’s Investment Adviser Brochure, Form ADV Part 2,
contains this and other information about the Firm, and should be read carefully before investing. You may obtain a current copy of DAC’s Form ADV Part 2 by visiting our website at dacapitalsc.com,
emailing info@dacapitalsc.com, or by calling us at (866) 348-4769. Additional information about Dividend Assets Capital, LLC is also available on the United States Securities and Exchange
Commission’s website at adviserinfo.sec.gov. You may search this site using a unique identifying number known as a CRD. DAC’s CRD is 129973.
DAC-22-XXX

Dividend Assts Capital, LLC is an independent, employee-owned wealth advisor specializing in high quality companies with a history of consistently
increasing dividends. Built on a pioneering legacy, our goal is straightforward; achieve our clients desired outcomes through investments that provide
sustainable and rising income with long-term capital appreciation. We partner with successful families, advisors and institutions delivering tailored
services that adhere to fiduciary principles to provide…
Clarity: A transparent and understandable
approach to portfolio management.

Simplicity: We believe dividends are the best
indicator of the future price performance of a stock.

Devotion: We build confidence through a
disciplined process and strong devotion to our
investment philosophy and clients.
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