EDISON

Vermilion Energy

Dividend and growth comfortably covered

Vermilion Energy offers a geographically diverse production base, the
ability to fund an 8.1% dividend yield and a forecast FY19 ¢ C$530m capital
programme, all achievable even at realised commodity prices ¢ 3% below
our base case (WTI US$56.1/bbl, Brent US$62.8/bbl). We adjust our FY19
and FY20 forecasts to reflect lower short-term commodity price
expectations (based on the latest EIA forecasts of 12 March 2019). EIA’s
FY19 WTI moves from US$64.9/bbl to US$56.1/bbl (-14%), driving down our
forecast FY19 FFO from C$1,200m to C$982m (-18%), comfortably above
the $954m we estimate is required to cover dividend, maintenance and
growth capex. Our valuation falls from C$54.5/share to C$47.5/share,
based on a blend of P/CF, EV/IEBIDAX, DDM, and FCF (plus growth)
multiples. The valuation remains highly sensitive to commodity price
assumptions. We provide a sensitivity to these key inputs in this note.

Revenue EBITDA* Operating Net (debt)/ Capex ex Yield
Year-end (C$m) (C$m) cash flow (C$m) cash** (C$m) acquisitions (C$m) (%)
12117 1,024.4 673.5 593.9 (1,223.8) 320.4 5.7
12/18 1,526.0 1,036.5 816.0 (1,768.9) 518.2 8.0
1219 1,7304 1,0454 945.2 (1,801.6) 533.4 8.1
12/20e 1,803.5 1,114.3 1,007.6 (1,803.5) 564.1 8.1

Note: *Reported EBITDA includes hedging and FX gains/losses. **Net debt = long-term debt,
plus short-term debt minus cash and equivalents.

Dividend and growth capex comfortably covered

Underlying oil and gas prices remain volatile. However, Vermilion’s diverse asset
mix ensures that exposure is not over-concentrated in specific geographic regions
or differentials. Canadian heavy crudes continue to trade at a material discount to
WTI, whereas Vermilion’s average oil realisation in March 2019 stood at a
US$1.25/bbl premium to WTI. Stress testing our price assumptions and assuming
all commodities show a correlation of 1.0, we conclude that even at ¢ 3% below our
base case, the company’s FFO fully covers forecast dividend, maintenance and
growth capex.

Three-year average recycle ratio of 3.8x

Organic capex is a key driver of reserves replacement, and with a three-year
average recycle ratio of 3.8x, returns are robust. Exploration wells in early 2019
include the Burgmoor Z5 well in Germany targeting an undrained flank of the
existing gas field (50bcf gross, Vermilion 45.8% interest). A discovery here could be
easily tied into existing infrastructure. The Dombirotos-1 exploration well in Hungary
is also planned to be drilled in Q119, targeting a fault-bounded 5Sbcf prospect close
to the Mh-Ny-07 discovery, which was put into production in 2018.

Valuation: Blended valuation stands at C$47.5/share

Relative to peers, Vermilion trades at a premium of 5.4x FY19e P/CF vs a global
peer group average of 3.8x, reflecting above average growth and a sustainable, top
decile dividend yield. Our blended valuation (P/CF, EV/EBIDAX, DDM and FCF
plus growth) is C47.5%/share, down from C$54.5/share previously.
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Estimate changes

Vermilion’s FY18 results were broadly in line with our expectations, as highlighted in our

published on 28 February 2019. We have reviewed our forecasts for FY19 and FY20. Key
changes include:

1. Lower commodity short-term price forecasts. These include a reduction in FY19 Brent to
US$62.8/bbl (-14%) and WTI to US$56.1/bbl (-14%). Our FY19 and FY20 commodity price
forecasts are based on EIA estimates (12 March 2019).

2. We increase our production forecasts by ¢ 1% for FY19 and forecast 1.2% growth in FY20. Our
marginally improved FY19 production, at 103kboed, is within the company’s guidance range of
101-106kboed. For FY20, we forecast organic growth to 104.4kboed.

3. We include slightly higher unit costs than previously forecast, at a group level of C$10.6/boe
from C$10.5/boe for FY19.

4. We update growth projects to reflect Vermilion’s latest disclosure of net wells to be drilled in
2019.

The net impact of these changes on FFO is largely driven by commodity price forecasts, with our
forecast FFO for FY19 falling 18% to C$982m and FY20 down 12% to C$1,056m. These figures
are highly leveraged to underlying commodity prices, as we discuss later in this note.

Exhibit 1: Edison changes to forecasts

Edison new Edison old Change
2018 2019 2020e 2019 2020e 2019e 2020e

Production (kboed) 86.9 103.2 104.4 101.1 101.0 2% 3%
Revenues (C$m) 1,526.0 1,730.4 1,803.5 1,856.6 1,879.4 (7%) (4%)
Adj EBITDA (C$m) 1,065.2 1,139.0 1,207.9 1,261.9 1,285.0 (10%) (6%)
EBIDAX (C$m) 856.5 1,099.3 1,175.5 1,237.2 1,264.5 (11%) (7%)
FFO (C$m) 833.5 981.8 1,056.2 1,200.6 1,210.0 (18%) (13%)
CFPS (C$/share) 53 6.2 6.5 7.0 72 (12%) (9%)
Capex ex acquisitions (C$m) 518.2 533.4 564.1 527.6 560.4 1% 1%
Source: Edison Investment Research
Our FFO forecasts for FY19 are 1% ahead of consensus and 3% below for FY20.

Exhibit 2: Edison versus consensus

Edison Consensus Change
2018 2019 2020e 2019 2020e 2019 2020e

Production (kboed) 86.9 103.2 104.4 102.8 105.9 0% (1%)
Revenues (C$m) 1,526.0 1,730.4 1,803.5

Adj EBITDA (C$m) 1,065.2 1,139.0 1,207.9

EBIDAX (C$m) 856.5 1,099.3 1,175.5

FFO (C$m) 833.5 981.8 1,056.2 971.8 1,090.0 1% (3%)
CFPS (C$/share) 53 6.2 6.5

Capex ex acquisitions (C$m) 518.2 533.4 564.1 514.0 565.0 4% 0%

Source: Edison Investment Research

Forecasting FY19e 18% y-0-y production growth to 103.2kboed

Our production forecasts by country and commodity are provided below. For FY19, we forecast
output of 103.2kboed, which is within management’s guidance range of 101-106kboed. The key
moving parts in our forecast include:

1. Canada: we include production performance and decline rate from acquired Spartan assets,
new well completions and the pace at which new wells (126.9 net wells planned for 2019 in
southeast Saskatchewan and 17.7 net in Alberta) are brought on stream. Vermilion estimates
that south-east Saskatchewan light oil will make up ¢ 41% of its Canadian crude oil mix in
2019, with reference prices currently at a US$3.25/bbl discount to WTI.
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2. US: we include the benefit from the acquisition of assets in the Powder River Basin in Q318,
and infill drilling at the Turner sandstone Hilight asset. Vermilion has had recent success with
the use of rod pump artificial lift as an alternative to electronic submersible pumps (ESPs), with
higher operational uptime and reduced sand flowback. Higher uptime and reduced ESP
replacement costs should enable Vermilion to manage unit operating costs as base production

declines and in-fill wells are drilled.

3. Netherlands: production should benefit from the Eesveen-02 well that was brought on stream

in Q318. Vermilion has ¢ 21 wells at various stages of the planning process, which should help

underpin FY19 production growth.

4. Australia: should demonstrate strong y-o0-y growth with the addition of two new producers in

Q119.

Exhibit 3: Edison production forecasts by country
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Exhibit 4: Edison production by commodity type
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Dividend and growth cash flow coverage

The key sensitivity to our forecasts and valuation lies in the prices of key commodities. Our base
case oil price forecasts for FY19 and FY20 are based on EIA forecasts. We calculate the sensitivity
to these in Exhibit 5 below. If, for example, we were to assume all key commodities (WTI, Brent,
NBP, AECO and TTF) are 10% below our base case forecasts, FFO would fall by ¢ 10% post-
hedge (after inclusion of the impact of realised hedges to FY19).

Exhibit 5: FY19 FFO sensitivity to commodity price

Brent /(US$/bbl)
WTI/(US$/bbl)

NBP (C$/mmbtu)
AECO (C$/GJ)

TTF (C$/GJ)
Realisation vs base %
FY19 FFO C$m
Valuation C$/share

43.9
39.3
7.0
1.1
7.0
-30%
678.0
33.3

Source: Edison Investment Research. Note: *Column represents Edison base case forecasts for FY19.
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Exhibit 6: Base case FCF coverage of dividend (before and after growth capex)
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Source: Edison Investment Research

In Exhibit 7 below, we show that even at ¢ 3% below our base case price forecasts, capex and
dividend are fully covered. Under lower commodity price scenarios, where cash outflow to fund
dividend and capex is not fully covered, Vermilion retains numerous options. These include taking
on debt, which can be achieved while maintaining gearing well below current covenant limits
(consolidated total debt to consolidated EBITDA stood at 1.7x as of end FY18 relative to a covenant
limit of 4.0 times). If a reduction in cash outflows is required, we expect management to prioritise
the payment of dividends, followed by maintenance capex over growth capex.

Exhibit 7: ¢ 3% below base case — FCF coverage of dividend (before & after growth capex)
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Valuation: Blended C$47.5/share

We continue to use a blended approach when valuing Vermilion. This includes a combination of
FY19e P/CF, EV/IEBIDAX, DDM and FCF (plus growth projects). We arrive at a valuation range of
C$41.0/share to C$47.5/share and, based on Vermilion’s peer-leading dividend yield, growth rate
and low historical F&D costs, we believe that a valuation at the top end of this range is justified.
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Exhibit 8: Edison valuation Exhibit 9: Valuation sensitivity to commodity price
assumptions relative to base case*
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Relative to peers, as shown in Exhibit 11, Vermilion trades at 5.4x and 5.1x P/CF for FY19e and
FY20e respectively. We believe Vermilion’s premium valuation on the basis of P/CF reflects
materially higher growth and dividend yield than its peers.

Exhibit 10 shows Vermilion’s FY19e P/CF multiple and production growth rates versus global peers
as well as Canadian. The valuation is more in line with our ‘rest of the world’ group average, which
trades at 6.2x FY19e P/CF, while production growth is significantly higher at 18.4%. Production
growth in FY19e relative to FY18 is largely inorganically driven, and growth for FY20e relative to
FY19e is likely to be more in line with the peer group at ¢ 1.2%.
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Exhibit 10: Vermilion P/CF FY19e and production growth versus global peers
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Exhibit 11: Peer group valuation table

Company
= Edison forecast
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Vermilion Energy
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0.0%
0.0%
2.8%
3.4%
1.6%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
4.5%
6.9%
3.5%
6.2%
4.0%
3.5%
0.9%
0.0%
1.9%
8.1%
0.7%
0.7%
2.9%
2.9%
1.4%

12.0
12.0
12.0
56
4.8
47

514
514
514
63.8
58.7
78.1
100.7
513
47.1
45.7
43.4
45.7
96.9
14.2
355
80.4
60.5
929
29.0
58.5
60.5
312
50.3
719
27.7
44.4
337
64.3
316
86.0
75.8
109.5
58.8
426
427
103.3
56.8
97.3
82.7
59.9
1251
76.6
68.8
57.4
503
140.5
116.4
116.4
189.2
189.2
106.0

103.2
103.2
103.2
100.8
19.5
13.0
236
205
227
10.2
9.6
27.1
227
18.7
216
219
244
28.1
14.9
13.8
63.8
45.1
39.1
95.7
342
76.9
67.0
97.3
65.5
40.6
338
914
51.9
54.9
84.9
53.2
86.7
66.6
364.7
140.3
1,062.3
1725
572.8
202.4
298.9
103.4
255.4
255.4
235.0
235.0
194.0

18.4%
18.4%
18.4%
10.5%
13.0%
0.0%
45.2%
-1.8%
-4.8%
0.0%
0.0%
-6.3%
3.2%
0.0%
0.0%
21.3%
0.0%
10.7%
3.5%
46.4%
7.5%
0.0%
-0.2%
0.0%
0.0%
-0.2%
-3.1%
4.4%
0.0%
41.3%
25.0%
4.2%
28.7%
-5.1%
-1.2%
19.8%
-5.8%
-10.5%
13.0%
5.7%
-1.5%
-3.2%
58.6%
-0.1%
12.8%
18.5%
12.9%
12.9%
8.7%
8.7%
11.6%

26.3
26.3
26.3
19.4
20.6
19.8
13.8
111

15.2
38.0

173

258
233
21.2
185

6.2

10.2
18.7

45.1
176
226
17.9

10.1
41.5

241
194
129
19.6
26.7
19.8
231

26.3
27.2
272
39.0
39.0
26.1
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Exhibit 12: Financial summary

Dec

PROFIT & LOSS
Revenue

Cost of Sales

Gross Profit

EBITDA

Operating Profit (before amort. and except.)
Intangible Amortisation
Exceptionals

Other

Operating Profit

Net Interest

Profit Before Tax (norm)
Profit Before Tax (FRS 3)
Tax

Profit After Tax (norm)
Profit After Tax (FRS 3)
Average Number of Shares Outstanding (m)
EPS - normalised (C$/share)
Dividend per share (C$/share)
Gross Margin (%)
EBITDA Margin (%)
Operating Margin (before GW and except.) (%)
BALANCE SHEET

Fixed Assets

Intangible Assets

Tangible Assets
Investments

Current Assets

Stocks

Debtors

Cash

Other

Current Liabilities
Creditors

Other short-term liabilities
Long Term Liabilities
Long term borrowings
Other long-term liabilities
Net Assets

CASH FLOW

Operating Cash Flow
Capex
Acquisitions/disposals
Financing

Dividends

Net Cash Flow

Opening net debt/(cash)
HP finance leases initiated
Other

Closing net debt/(cash)

Source: Company accounts, Edison Investment Research

Vermilion Energy | 19 March 2019

C$m

2016
IFRS

2017
IFRS

1,024
(286)

2018
IFRS

1,526
(409)
1,117
1,037

427

427
(73)

(83)

2019e
IFRS

1,730
(543)
1,188
1,045

294

294
(83)

(1)

2020e
IFRS

1,803
(548)
1256
1,114

368

368
(85)

(28)
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This report has been commissioned by Vermilion Energy and prepared and issued by Edison, in consideration of a fee payable by Vermilion Energy. Edison Investment Research standard fees are £49,500 pa for the
production and broad dissemination of a detailed note (Outlook) following by regular (typically quarterly) update notes. Fees are paid upfront in cash without recourse. Edison may seek additional fees for the provision of
roadshows and related IR services for the client but does not get remunerated for any investment banking services. We never take payment in stock, options or warrants for any of our services.

Accuracy of content: All information used in the publication of this report has been compiled from publicly available sources that are believed to be reliable, however we do not guarantee the accuracy or completeness of
this report and have not sought for this information to be independently verified. Opinions contained in this report represent those of the Edison analyst at the time of publication. Forward-looking information or statements
in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, and therefore involve known and unknown risks, uncertainties and other factors which
may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations.

Exclusion of Liability: To the fullest extent allowed by law, Edison shall not be liable for any direct, indirect or consequential losses, loss of profits, damages, costs or expenses incurred or suffered by you arising out or in
connection with the access to, use of or reliance on any information contained on this note.

No personalised advice: The information that we provide should not be construed in any manner whatsoever as, personalised advice. Also, the information provided by us should not be construed by any subscriber or
prospective subscriber as Edison’s solicitation to effect, or attempt to effect, any transaction in a security. The securities described in the report may not be eligible for sale in all jurisdictions or to certain categories of
investors.

in securities ioned: Edison has a restrictive policy relating to personal dealing and conflicts of interest. Edison Group does not conduct any investment business and, accordingly, does not itself hold any
positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any or related securities mentioned in this report, subject to
Edison's policies on personal dealing and conflicts of interest.

Copyright: Copyright 2019 Edison Investment Research Limited (Edison). All rights reserved FTSE International Limited (“FTSE”) © FTSE 2019. “FTSE®” is a trade mark of the London Stock Exchange Group companies
and is used by FTSE International Limited under license. All rights in the FTSE indices and/or FTSE ratings vest in FTSE and/or its licensors. Neither FTSE nor its licensors accept any liability for any errors or omissions in
the FTSE indices and/or FTSE ratings or underlying data. No further distribution of FTSE Data is permitted without FTSE'’s express written consent.

Edison Investment Research Pty Ltd (Edison AU) is the Australian subsidiary of Edison. Edison AU is a Corporate Authorised Representative (1252501) of Myonlineadvisers Pty Ltd who holds an Australian Financial
Services Licence (Number: 427484). This research is issued in Australia by Edison AU and any access to it, is intended only for "wholesale clients" within the meaning of the Corporations Act 2001 of Australia. Any advice
given by Edison AU is general advice only and does not take into account your personal circumstances, needs or objectives. You should, before acting on this advice, consider the appropriateness of the advice, having
regard to your objectives, financial situation and needs. If our advice relates to the acquisition, or possible acquisition, of a particular financial product you should read any relevant Product Disclosure Statement or like
instrument.

The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and habitual investors who are “wholesale clients” for the
purpose of the Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell, subscribe, or underwrite any securities mentioned or in the
topic of this document. For the purpose of the FAA, the content of this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in
relation to acquiring or disposing (including refraining from acquiring or disposing) of securities. The distribution of this document is not a “personalised service” and, to the extent that it contains any financial advice, is
intended only as a “class service” provided by Edison within the meaning of the FAA (i.e. without taking into account the particular financial situation or goals of any person). As such, it should not be relied upon in making
an investment decision.

Neither this document and associated email (together, the "Communication") constitutes or form part of any offer for sale or subscription of, or solicitation of any offer to buy or subscribe for, any securities, nor shall it or any
part of it form the basis of, or be relied on in connection with, any contract or commitment whatsoever. Any decision to purchase shares in the Company in the proposed placing should be made solely on the basis of the
information to be contained in the admission document to be published in connection therewith.

This Communication is being distributed in the United Kingdom and is directed only at (i) persons having professional experience in matters relating to investments, i.e. investment professionals within the meaning of Article
19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the "FPQ") (ii) high net-worth companies, unincorporated associations or other bodies within the meaning of Article 49
of the FPO and (iii) persons to whom it is otherwise lawful to distribute it. The investment or investment activity to which this document relates is available only to such persons. It is not intended that this document be
distributed or passed on, directly or indirectly, to any other class of persons and in any event and under no circumstances should persons of any other description rely on or act upon the contents of this document (nor will
such persons be able to purchase shares in the placing).

This Communication is being supplied to you solely for your information and may not be reproduced by, further distributed to or published in whole or in part by, any other person.

The Investment Research is a publication distributed in the United States by Edison Investment Research, Inc. Edison Investment Research, Inc. is registered as an investment adviser with the Securities and Exchange
Commission. Edison relies upon the "publishers' exclusion" from the definition of investment adviser under Section 202(a) (11) of the Investment Advisers Act of 1940 and corresponding state securities laws. This report is
a bona fide publication of general and regular circulation offering impersonal investment-related advice, not tailored to a specific investment portfolio or the needs of current and/or prospective subscribers. As such, Edison
does not offer or provide personal advice and the research provided is for informational purposes only. No mention of a particular security in this report constitutes a recommendation to buy, sell or hold that or any security,
or that any particular security, portfolio of securities, transaction or investment strategy is suitable for any specific person.
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