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An unprecedented time

Whilst oil markets are cyclical, this downturn caught the market by surprise and this time round it’s different.

Since the start of the year the Brent oil = ‘] West Texas Intermediate fell into The market verdict
price has dipped below $20/bbl for the | ’E negative territory to ($40)/bbl for the first ‘ﬂ_ﬂﬂ
first time in 18 years time in history

Revisions to the Brent oil price since December
2019 have been fast paced and evolving. When
compared to December 2019, the June 2020
Brent oil price reflected the following:

Oil markets were impacted across a number of dimensions. o ,
¢ |n the short term, the Brent oil price (median)

for the 2020 year stepped down from $61/bbl
Oil prices were initially hit by % The global coronavirus (COVID-19) ﬁl as forecasted in December 2019 to $39/bbl as

disagreements to cut production at the pandemic and the subsequent country forecasted in June 2020 for the rest of the
March 2020 Opec+ meeting in Vienna and level ‘lockdowns’ and resultant travel bans calendar year

the Saudi decision to increase output. resulted in oil demand declining In the medium term, the Brent oil price
Supply volumes quickly outstripped weakening by ~30% (30m bbls/d) in April 2020 (median) also showed a similar step down
demand, raising storage issues from $71/bbl to $63/bbl in 2025

In the longer term, the market does not expect
prices to recover to the same levels as

Since the start of the year, there has been significant price short and long term price expectations. Oil prices are still forefcast as at DbngFGn;SLIZOW. 202% pr'%‘?sé/
volatility in the oil & gas markets. The above commentary susceptible to market factors including the actions of OPEC+, gLe; (Bf::r?]tb?r 2%19) compared to
attempts to set the scene as to the benchmarking that we COVID, unwinding of inventory levels, recovery of US Shale, . .

have performed as at 30 June 2020. We have seen WTI go etc. However, as of late, oil and gas prices have begun to There are more divergent Brent oil price

into negative territory due to the lack of storage as traders stabilize with the current spot price of Brent at around $42/bbl views as at June 2020 when compared to
paid to have crude taken off their hands, the Brent oil price as of 7 September 2020. December 2019

dipped below $20/bbl and there was a step down in both The median Brent oil price forecast as at

December 2019 is at the top end of the
June 2020 price forecast.

The paper sets this out in more detail.

Jacqueline Chow
(Natural Resources Valuations Leader)
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A crossroads for the oil & gas industry

... factors that will influence the recovery in oil prices

Whilst many industries have
had it tough since the start of
the year, the oil and gas
industry has also been also
particularly hard hit by oil and
gas market factors.

The Brent oil price dropped to its lowest
levels in 18 years. This followed the
March 2020 Opec+ meeting, the effects
of COVID-19 becoming more apparent,
demand shocks (with supply volumes
being greater than demand) and
tightening oil storage capacity.

Improved oil prices and greater demand
is resulting in the easing of production

cuts and drawing down on storage levels.

We have detailed some of the factors
which will contribute to the recovery of
global oil prices.

Overhang of localised ‘second
shutdowns’ however, could depress oil
prices further and defer the recovery in
oil prices.
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The following is a high level summary of some of the key factors which will contribute to the speed and shape

of the recovery of the Brent oil price.

;

Reduction in global
production levels

Given the current volatility in oil
prices, OPEC+ and other oil
producing nations are more
regularly meeting to agree
production cuts and monitor
compliance (which Joint Ministerial
Monitoring Committee has
indicated has improved of late).
Global production cuts are having
an impact on oil price recovery but
will be dependent on supply
responses from other countries as
well as demand. From 1 August, the
production cuts agreed by OPEC+
in July 2020 will be eased from 9.7
to 7.7 million bpd. Interestingly, the
vast majority of US curtailments are
expected to be back on line (Rystad).

Large stockpiles of oil inventory are
beginning to unwind and will
continue into 2021 (EIA).
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Recovery of industries

‘Lockdown’ restrictions have
started to be lifted or to be eased
around the globe. The removal of
restrictions is supporting oil
demand, although there is
uncertainty about whether we shall
see a return to pre-COVID-19 levels
of consumption.

The evolution of future working
patterns (e.g. working from home,
tele-conferences vs. overseas
travel, driving to work etc.) will
compound uncertainty around a
recovery in oil demand.
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Government intervention

QOil dependent economies have
been particularly hard hit with
governments cutting spending,
accessing capital markets and
raising borrowing or dipping into
reserves. Some countries have
implemented protectionist
measures (such as Argentina fixing
their oil prices at $45/bbl).

The COVID-19 pandemic provides
an interesting juncture for the oil
and gas industry. The focus on and
encouragement of energy transition
and decarbonisation by local
governments, corporates and
stakeholders could fundamentally
reshape the market.

Key players, such as the European
oil majors, have announced targets
to achieve net zero emissions in the
future. In addition to renewable
energy sources, gas and LNG are
likely to remain in the future

energy mix.




Speed and shape of the recovery of the Brent oil price

Revisions to the forecast Brent oil price have been fast paced, although slowing of late

We have collated Brent crude oil price
forecasts of market participants and
consultants as at 30 June 2020.

The graph on the right illustrates the brokers
and consultants views against the Capital 1Q
Brent (ICE) forward curve as at 30th June
2020. We have also included the forecast
price decks as of December 2018 and 2019
(median) as comparison points. The values
shown are in nominal terms.

The short term Brent oil price forecasts
(median) saw a downward step change
between February and March 2020.

March 2020 witnessed a 38% reduction in
2020, 20% for 2021 and 12% for 2022 when
compared to the February 2020 forecasts.

Between March and April 2020, the median
short term prices stepped further down
before making up most of this ground in

June 2020 in the short term. Interestingly the
medium term prices remain depressed at
$63/bbl in 2025 (June 2020) compared to $71/
bbl (December 2019). Longer term prices
are forecast to be $67/bbl in 2028 compared
to $76/bbl forecast at December 2019.

As demonstrated in the graph opposite, the
median-long term price forecast as at
December 2019 now lies marginally above the
top end of the June 2020 pricing forecast
range. The data suggests that the market
believes that there will be a recovery in Brent
oil price, although not to the levels
expected as at December 2019.

There is significant uncertainty and volatility
surrounding the future of oil prices. We
observed a marked widening of the range
of oil price views. Qil prices are key value
drivers in valuations and therefore being
monitored closely across the market by
investors, corporates and financiers alike.

Volatile prices are not attractive to those
seeking a stable return. However, for
investors willing to take the risk, they could
provide an opportunity to make significant
gains through the acquisition of
undervalued assets and a greater risk vs.
return trade off.

Brent Oil - June 2020 - Nominal
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Low Range = ------------ Median CaplQ Forward curve (30/06/20)
— — — — December 2019 median — — — — December 2018 Median Min to max range
Dec 2018 median 66 70 70 72 72 73 76 78 79
Dec 2019 median 61 63 65 67 69 7 73 74 76
Feb 2020 median 63 64 65 65 67 69 69 67 71
Mar 2020 median 39 51 57 60 63 67 67 68 69
Apr 2020 median 34 46 54 58 61 64 65 66 67
Jun 2020 median 39 48 55 59 60 63 64 65 67

Source: Various broker reports, Capital IQ, Thompson Research, Company websites
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Brent commodity price analysis

Brent Oil as of June 2020 - Selected Majors forecasts

Brent Oil - June 2020 - Majors
90

80

70

60

50

$/bbl

40

30

20

2020 2021 2022 2023 2024 2025 2026 2027 2028 2029
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50% interquartile ~ -------- Median

December 2018 median 66 70 70 72 72 73 76 78 79 -
BP 55 56 57 58 59 60 62 63 64 65
Shell 35 40 50 60 64 65 66 67 69 70
Eni 40 48 55 60 64 65 66 67 69 70

Source: Various broker reports, Capital IQ, Thompson Research, Company websites
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Brent commodity price analysis

Brent Qil as of June 2020

Broker 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029
Consensus Economics
Liberum Capital 40 60 60 60 60 - - - - -

Euromonitor International 24 35 47 55 59 - - - - -
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Broker 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029
Brokers

Credit Suisse 35 45 60 60 68 69 71 72 74 75
nvestec s 5 50 55 s 8 60 61 62 64
Jefferies 38 48 55 62 65 &6 e 6@ 7w 712
‘Morgan Stanley 35 36 45 S _ S S S S .
‘RBC e 39 7 s S S S S S S S .
‘Barclays s 39 s S S S S S o .
‘HsBc e 39 7 50 60 S S S S S S .
‘Wells Fargo 38 a7 5 s 58 o0 e 62 64 65
JPMorgan s s 45 S S S S S S .
‘Scotiabank 30 7 s S S S S S S S .

Consultants

McDaniel M 49 55 59 60 61 63 64 65 66
‘Sproue a3 48 55 59 60 & 63 64 65 66
e a0 4 2 s 60 63 64 65 &7 68
Sub-surface technical expert 2 48 s el 62 64 6 o7 8 70

Corporates

BP 55 57 59 61 62 63 64 66 67 69
‘Shet 3 0 50 o0 6 o7 ¢ 1w 71 713
e 0 48 55 o0 6 o7 ¢ 1w 71 713

Min 24 35 40 43 43 48 49 51 52 53

Max 55 60 65 65 68 69 71 72 74 75

Mean 39 47 54 58 61 63 64 66 67 68

Median 39 48 55 59 60 63 64 65 67 68

CaplQ Forward curve (30/06/20) 42 44 46 48 49 50 - - - -

December 2019 median 61 63 65 67 69 71 73 74 76 -

December 2018 median 66 70 70 72 72 73 76 78 79 -

Source: Various broker reports, Capital IQ, Thompson Research
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WTI commodity price analysis

WTI Oil as of June 2020

WTI - June 2020 - Nominal
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50% Interquartile ----------- Median CaplQ Forward curve (30/06/20)
————— December 2019 median — — — — - December 2018 Median

Min 25 33 38 38 39 43 44 45 46 a7
Max 46 54 60 62 69 68 68 69 71 72
Mean 36 44 50 54 56 58 58 59 60 61
Median 36 44 50 55 57 58 59 60 61 63
CaplQ Forward Curve(30/06/20) 40 41 42 43 44 45 - - - -
December 2019 median 57 59 60 63 65 67 69 70 72 -
December 2018 median 63 66 65 67 69 71 72 74 75 -

Source: Various broker reports, Capital IQ, Thompson Research, Company websites



WTI commodity price analysis
WTI Qil as of June 2020

Broker Date 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029
Consensus Economics
National Australia Bank 15/06/2020 44 51 53 62 69 68 67 65 64 63

Societe Generale

Standard Chartered

Pezco Economics 15/06/2020 36 39 40 38 39 43 44 45
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Broker Date 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Brokers

Investec 26/06/2020 40 45 50 51 52 53 54 55 57
e 25/06/2626 ...... P T o o o T P G o
v 29/06/2(556 ...... PP e e s R s e — :

. 26/06/2656 ...... i R S S R Lo o o
e 16/06/2656 ...... i e s e e e — :

v 12/06/2(556 ...... i - e s e R e — :

e 30/06/2(52"6 ...... P e R R e R e — :

s 16/06/2(556 ...... i R e R e R e R .

Consultants

Sproule 45 57 58 59 60 62 63 64
L i Co o o o . o o
T i N Lo IR o G o o
Min 25 33 38 38 39 43 44 45 46 47
Max 46 54 60 62 69 68 68 69 71 72
Mean 36 44 50 54 56 58 58 59 60 61
Median 36 44 50 55 57 58 59 60 61 63
CaplQ Forward curve (30/06/20) 40 41 42 43 44 45 - - - -

December 2019 median 57 59 60 63 65 67 69 70 72 -

December 2018 median 63 66 65 67 69 71 72 74 75 -

Source: Various broker reports, Capital IQ, Thompson Research
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NBP commodity price analysis

NBP Gas as of June 2020

NBP Gas - June 2020 - Nominal

65

0 === -_—— == —

5. T TTT === —~T"

5 === T

e

45 -7 mmmemmmmmmmemTTTTTT
1 - T
@ 40 ==
£ =
3 35

30

25

20 ]

15, : : : : : : : : : .

2020 2021 2022 2023 2024 2025 2026 2027 2028 2029
Low Range -------------- Median CaplQ Forward curve (30/06/20)

————— December 2019 median — — — — - December 2018 Median
Min 16 22 27 30 31 33 33 34 35 35
Max 24 38 45 49 50 51 52 53 54 55
Mean 21 31 39 42 44 44 46 47 48 49
Median 22 30 38 44 46 46 47 48 49 51
CaplQ Forward Curve(30/06/20) 25 35 39 42 41 41 - - - -

December 2018 median

Source: Various broker reports, Capital IQ, Thompson Research, Company websites



NBP commodity price analysis

NBP Gas as of June 2020

Broker 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029
Consensus Economics

GKI Research 16 22 27 30 31 33 33 34 35 35
Brokers

Credit Suisse 23 37 44 49 50 50 51 51 52 54

Berenburg 24 29 35 38 38 39 - - - -
Consultants

GLJ 22 34 36 39 42 43 44 46 48 50

Sproule ........................................................................ 20 ......................... 38 ......................... 45 ......................... 46 ......................... 47 ......................... 48 ......................... 49 ......................... 505152 .............

Min 16 22 27 30 31 33 33 34 35 35
Max 24 38 45 49 50 51 52 53 54 55
Mean 21 31 39 42 44 44 46 47 48 49
Median 22 30 38 44 46 46 47 48 49 51
CaplQ Forward curve (30/06/20) 25 35 39 42 41 8 | - - - -
December 2019 median 43 50 51 53 54 56 57 58 59 59
December 2018 median 60 59 58 58 59 60 60 62 62 -

Source: Various broker reports, Capital IQ, Thompson Research
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Henry Hub commodity price analysis

HH Gas as of June 2020

Henry Hub price forecast - Nominal

4.0
3.5 P -
= 30 - __=-TTT
o P
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E B e e
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2.0
1.5, : : : : T T T T T
2020 2021 2022 2023 2024 2025 2026 2027 2028
50% interquartile ----------- Median CaplQ Forward curve (30/06/20
————— December 2019 median — — — — - December 2018 Median
Min 1.75 1.79 2.27 2.34 2.39 2.44 2.49 2.54 2.60 2.66
Max 3.13 3.29 3.21 3.34 3.57 3.54 3.62 3.70 3.78 4.00
Mean 2.22 2.63 2.70 2.78 2.88 2.96 3.03 3.10 3.18 3.25
Median 2.08 2.64 2.69 2.75 2.90 3.04 3.10 3.16 3.22 3.29
CaplQ Forward Curve (30/06/20) 212 2.60 2.42 2.37 2.38 2.39 - - - -
December 2019 median 2.50 2.70 2.90 3.00 3.10 3.20 3.30 3.30 3.40 3.50
December 2018 median 3.00 3.20 3.20 3.30 3.50 3.50 3.60 3.70 3.80 -

Source: Various broker reports, Capital IQ, Thompson Research, Company websites
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Henry Hub commodity price analysis

HH Gas as of June 2020 - Selected Majors forecasts

Henry Hub - June 2020 - Majors
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Henry Hub commodity price analysis

HH Gas as of June 2020

Broker Date 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Consensus Economics

Goldman Sachs 15-06-2020 2.34 3.23 2.75
‘Morgan Stanley 15-06-2020 313 310 275 250 250 304 3 31s 325 332
‘Moody's Analytics 15-06-2020 264 320 315 272 293 314 336 357 378 . 400
Cltlgroup ........................................................... 15—06—2020 ............. 2 25 ................... 2 85 ................... 2 30 ................... 2 50 ...........................................................................................................................................................................
UBS ..................................................................... 15-06—2020 ............. 275 ................... 3 00 ................... 3 00 ................... 3 00 ................... 3 00 ................................................................................................................................................
'National Australia Bank 15-06-2020  2.80 299 285 308 349 304 3 318 325 332
“Econ Intelligence Unit 15-06-2020 199 265 297 310 315
nvestec 15-06-2020 224 275 255 260 265 252 258 263 269 275
CapltaIEconomlcs ........................................ 15—06—2020 ............. 2 30 ................... 273 ................... 3 07 ......................................................................................................................................................................................................
‘Deutsche Bank 15-06-2020 255 260 321 329 336 332 339 347 354 362
GKIResearch 15-06-2020 235 250 273 300 320 354 362 370 378 386
leerumCapltaI .............................................. 15—06—2020 ............. 2 00 ................... 2 40 ................... 2 40 ................... 2 40 ................... 2 40 ................................................................................................................................................
'RBC Capital Markets 15-06-2020 o1 o40 50 50 050
_Euromonitor International 15-06-2020 198 242 201 334 357
ABNAmro ......................................................... 15-06—2020 ............. 2 05 ................... 2 40 ................... 2 53 ......................................................................................................................................................................................................
StandardChartered ...................................... 15-06-2020 ............. 2 25 ................... 2 45 ................... 2 40 ......................................................................................................................................................................................................
‘Commonwealth Bank 15-06-2020 193 226 245 249 253 249 254 260 265 271
Oxford Economics 15-06-2020 195 218 227 238 240
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Brokers
BMO Capital Market 03-07-2020

Imperial Capital 12-06-2020

3.11 3.18

UBS Research 25-06-2020
Consultants

Sproule

Corporates

Mean

Median

CaplQ Forward curve (30/06/20)
December 2019 median
December 2018 median

Source: Various broker reports, Capital IQ, Thompson Research

1.75
3.13
2.22
2.08
212
2.50
3.00

3.30
3.60

3.30
3.70

3.38 3.45
3.54 3.62
3.42 3.50
2.60 2.66
3.78 4.00
3.18 3.25
3.22 3.29
3.40 3.50
3.80
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The following market benchmarking exercise has been performed as at 30 June 2020. The benchmarking exercise
solely seeks to compile market views on certain commodity prices. It doesn’t represent PricewaterhouseCoopers
LLP’s views of the future oil or gas prices. Due care should be taken when using our conclusions and the market data
points. Given the rapidly evolving views by market participants, certain views can become quickly outdated. Our
market benchmarking data and conclusions should thus not be applied mechanistically. Instead, careful
consideration should be given to the purpose of the valuation and to the price forecasts and sensitivity analysis used.

Reproduction of any information, data or material, including ratings (‘Content’) in any form is prohibited except with
the prior written permission of the relevant Content Provider. Such party, its affiliates and suppliers (‘Content
Providers’) do not guarantee the accuracy, adequacy, completeness, timeliness or availability of any Content and are
not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, or for the results
obtained from the use of such Content. In no event shall Content Providers be liable for any damages, costs,
expenses, legal fees, or losses (including lost income or lost profit and opportunity costs) in connection with any use
of the Content. A reference to a particular investment or security, a rating or any observation concerning an
investment that is part of the Content is not a recommendation to buy, sell or hold such investment or security, does
not address the suitability of an investment or security and should not be relied on as investment advice. Credit
ratings are statements of opinions and are not statements of fact.
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