Commodity Week

23 November 2020
Talking Point

Last week, there was a duality in the outlook for where
Covid might take us, with the start of the week buoyed by
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It now seems as if the relative balance between these two Brent ($/bbl) 44.96 345 8.31%
factors, the outlook for the continued effect of the virus, WTI ($/bbl) 42.15 2.02 5.03%
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There is little doubt that whatever the outcome, it will not be NOK (NK/$) 9.003 (0.160) (1.75%)
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Until then, we think that the models’ output will continue to Oil ($/bbl)
be volatile. However, increasingly, we see the general T
population starting to apply their own data points to drive "
their activity, which means that we anticipate a return to
“normality” far quicker than is currently being factored in, and 401
the “official” data being increasingly marginalised. 35 1
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Oil Market

Commentary

This coming week will be a difficult one to call, as there
is a sense that the apparently contradictory drivers that
are influencing the short and long end of the curve is
going to come to a head.

As can be seen in Figure 2, the surge in optimism that a
vaccine will allow us to return to “normal,” is not
universally reflected across the forward curve, which is
curious, given that there is unbridled optimism about
the rate of vaccine releases, and their associated
efficacy.

Figure 2 - Forward Curve Differential

% Change Comparison

5.0% -

2.5% 4

(2.5%) -

(5.0%) -

e - | Week === - | Month

end of the curve is deteriorating the further out you

look.
Last 7 Days
Figure 3 - International Benchmark Prices — Last 7 Days
$/mm btu
50 4

45 ,\/\/
40 —\//

Source: FactSet & OGA data

This can be accounted for if you consider the fact that at
the short end, the optimism is driven by the rate of
vaccine data release and efficacy data, while at the long
end it will be driven by the outlook for the potential
impact those vaccines might have on the
recovery/infection rates.

That the long end of the curve is weakening, it suggests
that none of the short-term optimism is extending
beyond October 2021.

If we assume that the markets are a perfect mechanism
for pricing risk, the downside is as least large as the
near-term upside, and the fact that the decline is greater
in comparison to 1 month ago, the outlook at the longer
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Forwards Pricing
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Figure 5 - WTI Forwards Figure 8 - OPEC
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Gas Market

Commentary

The gas markets, by and large, have been flat, with the
only real move registered by the JKM benchmark,
declining continually over the week.

Given the generally mild weather for autumn, this is
hardly surprising. However, an average sample of
temperatures in northern Russia (Kozhva to
Novosibirsk), has shown that the average temperature
October to November (to date) is between 2 — 3°C lower
than the 3-year average.

While this is not evidence of a colder northern
hemisphere winter, it is does provide some guidance to
what may happen in the sphere of artic weather
influence, which extends across most of northern
Europe.

In that respect, the prospect of cooler that average
temperature within the next 7 — 10 days, suggests that
the downward pressure on European gas prices is likely
to ease, stabilising gas prices, before potentially rising.

To what extent this is reflected in international pricing
will depend on not only the extent to which the cooler
weather in northern Russia extends to the southern
extremes of the sphere of artic weather influence, and
for how long the cooler temperature remains.

Forwards Pricing

Figure 12 - Henry Hub Forward
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Figure 13 - NBP Forward
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Figure 11 - International Benchmark Prices — Last 7 Days
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Figure 14 - Dutch-TTF Forward
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Figure 15 - JKM Forward

Historic Pricing
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Figure 20 — Dutch TTF Figure 22 - PSV
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Rig Update

Commentary

While the headline rig rates suggest that the recovery is

continuing, the detail is less prosaic. This week’s

numbers have only posted any gain at all is due to the

strong growth in Canadian rig utilisation, which rose by

13.5% (Table 2).

Nevertheless, that the international rig rates are
stubbornly static, and the US rig rate growth has petered
out post the US election, the concern is that the
Canadian rig rates are more the effect of local factors,
opposed to wider influences being reflecting in the
Canadian market.

Table 2 — Rotary Rig Data

ltem Latest -1 Week -6 Months
(5 %) (5%) (6%)

USA 310 312 348
(0.6%) (10.3%) -

Canada 101 89 23
13.5% 287.0% -

North America 411 401 371
2.5% 8.1% -

Rest of the World 656 656 915
- (28.3%) -

Total 1,067 1,057 1,286
0.9% (17.8%) -

Source: FactSet & OGA data

One weeks’ numbers do not indicate a trend, as we have

said on numerous occasions when rig rates where

increasing.
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Figure 24 - Historic Rig Rates
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About Us

Oil & Gas Advisors assists its clients in achieving their goals and objectives. We advise our clients on asset level
acquisition and disposals (A&D), farmins and farmouts, corporate-level mergers and acquisitions (M&A), equity, debt,
corporate and asset restructuring, and strategic matters.

We also assist our clients in gaining access to the capital markets, whether it is for debt via the issuance of corporate
bonds, Reserves Based Lending (RBL), or structured credit instruments such as PrePay structures, or the equity markets,
whether the seed, IPO or secondary markets.

OGA has worked with a wide range of oil & gas companies, from start-ups and independent E&P companies, to BP and
Chevron, Gulf Qil. OGA has also worked with a range of specialist financiers, from boutique investment and merchant
banks, to Bank of America Merrill Lynch, HSBC and ING Barings.

OGA's extensive experience with sovereign wealth funds also, such as Dubai World, where OGA formed part of the
management team with responsibility for the economic, financial and legal management of Dubai World's oil & gas
business, investments and subsidiary companies.

OGA's project and transaction value exceeds $65bn, experience which has been gained in all the hydrocarbon provinces.
As a company, we understand that the areas in which it operates are often sensitive and key to the health and
successful development of our clients.

We understand that honesty and integrity are of paramount importance. We are committed to developing an
environment where our clients' needs are met, and expectations exceeded, which is reflected in our approach, core
values, people and affiliations.
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DISCLAIMER

This publication (the "Publication") has been issued by Oil & Gas Advisors ("OGA") for information only.

Neither the information nor the opinions expressed herein constitutes, or is to be construed as, an offer or invitation or other solicitation or recommendation to buy or sell investments. The information contained herein is
based on sources which we believe to be reliable, but we do not represent that it is wholly accurate or complete; OGA is not responsible for any errors or omissions or for the results obtained from the use of such
information.

No reliance may be placed for any purpose whatsoever on the information, representations, estimates or opinions contained in this Publication, and no liability is accepted for any such information, representation,
estimate or opinion. All opinions included in this Publication are subject to change without notice.

In some cases, this Publication may have been sent to you by a party other than OGA, and if so, the contents may have been altered from the original, or comments may have been added, which may not be the opinions of
OGA. In these cases, OGA is not responsible for the amendments to the Publication.

The matters discussed in this Publication may not be suitable for all readers.

Readers should exercise caution when reading this Publication. If the content of this Publication precipitates the reader to assess a new investment, or one which they are already party to, that they make their own
investment decisions based upon their own financial objectives and financial resources and it should be noted that any investment involves risk.

It should be noted that past performance is not necessarily a guide to future performance and an investor may not get back the amount originally invested. Where investment is made in currencies other than the currency
of the investments, movements in exchange rates will have an effect on the value, either favourable or unfavourable.

You are advised that OGA and/or its clients and employees may have already acted upon the recommendations contained herein or made use of all information on which they are based. OGA is or may be providing or has
or may have provided within the previous 12 months, significant advice or investment services in relation to some of the investments concerned or related investments.

Oil & Gas Advisors is a company registered in England and Wales with company number 07282125 and its registered office is 45a High Street, Dormansland, Lingfield, Surrey, England, RH7 6PU.
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