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Commodity prices only a side issue

Oil and gas stocks have taken a beating on the back of recent falls in global
oil prices. However, while both small and large caps are affected by oil
price volatility, our analysis suggests endogenous factors have far more of
an impact on juniors than their larger cousins. Investments in smaller E&P
companies obviously carry significant risks; however, oil price exposure is
probably not top of the list. And for this reason alone we suggest a

balanced oils portfolio should always contain some smaller stocks.

Downward pressure from oil volatility Analysts
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silver falling 30% and Brent crude falling by 12%. An end to QE2, China inflationary Elaine Reynolds +44 (0)20 3077 5700

pressures and unwinding of supply premiums brought on from MENA unrest are all Krisztina Kovacs +44 (0)20 3077 5700
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potential reasons for the oil price drop. When the oil price falls, equities are quick to olandgasedisoninvesimentresearch.co.u

follow. The FTSE 350 oil and gas index has fallen 6% to date since Brent’s recent g*ggg »
peak, while the AIM oil and gas index has fallen 10%. 51000
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Tying oil and gas equities to crude prices is in No way obvious, especially when it 3,000
comes to juniors. For example, over the last four to five years, while Brent has 228228zttt
C = > =1 Q = C = >
moved from a peak of $147/bbl down to $36/0bbl, the FTSE350 oil and gas index S2:53532S8=22
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including all London-listed majors and large independents has only moved from a
high of 9,500 down to a little above 5,000. However, the AIM oil and gas index has 9,500
moved from a high of 6,200 all the way down to only 1,500, ie it is far more volatile. 8,500 ~"‘*‘\ M“‘“,mm
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So does this mean that juniors are more sensitive to oil price movement than their
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2008, for example, not because of lower oil-driven revenues, but because of lack of FTSE350Qil & Gas

funding to drive drill programmes that are the lifeblood of juniors. Capital market 140
liquidity figures far higher in the concerns for juniors than the simple oil price. 120 ﬁ\ﬂ,ﬁ
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At a more micro level, we focus on each junior’'s management teams, partners, 6

strategy and track record for getting the job done. These are the drivers of investor
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confidence that good companies can convert exploration and development activity g § § 3 ;% ; E § §
into material stock price gains. So, whereas the majors and larger independents - Brent
are inherently exposed to oil price volatility, we believe the drivers for juniors lie For institutional enquiries please contact:
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elsewhere. And critically these are in areas far more within the control of each
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company, management team, and, ultimately, each and every investor.
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Best performers

GLOBAL PETROLEUM

TOWER RESOURCES
LOCHARD ENERGY GROUP PLC
ANTRIM ENERGY INC

AFREN PLC

Best performers

GASOL PLC

FORTUNE OIL

AMERISUR RESOURCES

KEA PETROLEUM PLC

GREAT EASTERN ENERGY CORP

Best performers
SOUND OIL

GASOL PLC

VOLGA GAS
FORTUNE OIL
HARDY OIL AND GAS

Best performers
SOUND OIL

RANGE RESOURCES
CADOGAN PETROLEUM
FORTUNE OIL

GLOBAL PETROLEUM

Best performers
NAUTICAL PETROLEUM
TOWER RESOURCES
BPC LIMITED

RANGE RESOURCES
ENCORE OIL

1 week

% change No.

19.2% 1
12.4%
11.6%
9.2%

6.9%
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1 month

% change No.

34%
14%
10%
9%
9%
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3 months

% change No.

67.0%
41.7%
39.3%
34.1%
29.6%
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6 months
% change No
168.8%
164.0%
115.2%
97.6%
88.2%

1 year
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% change No.

577.7%
371.2%
364.3%
354.6%
285.3%
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Worst performers
ENCORE OIL
PETRO MATAD
SERICA ENERGY
MAX PETROLEUM

[THACA ENERGY

Worst performers
XCITE ENERGY
ENCORE OIL
NIGHTHAWK ENERGY
PETRO MATAD
SERICA ENERGY

Worst performers
PRESIDENT PETROLEUM
DESIRE PETROLEUM

XCITE ENERGY

EUROPA OIL AND GAS
MEDITERRANEAN OIL AND GAS

Worst performers
DESIRE PETROLEUM
PRESIDENT PETROLEUM
NIGHTHAWK ENERGY
FALKLAND OIL AND GAS
ENCORE OIL

Worst performers

DESIRE PETROLEUM

DEO PETROLEUM

NIGHTHAWK ENERGY

SERICA ENERGY
MEDITERRANEAN OIL AND GAS

% change

(21.8%)
(16.0%)
(14.6%)
(12.3%)
(11.8%)

% change
(48 .5%)
(43.7%)
(833.0%)
(27.8 %)
(26.1%)

% change
(66.4%)
(63.4%)
(47.6%)
(47.1%)
(46.0%)

% change
(89.5%)
(68.0%)
(52.2%)
(47.3%)
(41.0%)

% change
(84.4%)
(73.1%)
(71.5%)
(70.8 %)
(69.0%)

Source: Bloomberg
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EV/2P + 2C rankings

PRESIDENT PETROLEUM
CADOGAN PETROLEUM
GLOBAL ENERGY DEVELOPMENT
IGAS ENERGY PLC

PETRO MATAD

INDEPENDENT RESOURCES
PETROCELTIC INTERNATIONAL
HERITAGE OIL

LENI GAS AND OIL

VOLGA GAS

URALS ENERGY PUBLIC COMPANY
DEO PETROLEUM

BANKERS PETROLEUM LTD
NORTHERN PETROLEUM
MEDITERRANEAN OIL AND GAS
NAUTICAL PETROLEUM
ASCENT RESOURCES

XCITE ENERGY

RESACA EXPLOITATION INC
CIRCLE OIL

ROCKHOPPER EXPLORATION
ANTRIM ENERGY INC
DRAGON OIL

JKX OILAND GAS

AMINEX PLC

PETRONEFT RESOURCES
ZHAIKMUNAI LP

BOWLEVEN PLC

ENCORE OIL

EXILLON ENERGY

VICTORIA OIL AND GAS
EGDON RESOURCES
AURELIAN OIL AND GAS
FAROE PETROLEUM

SERICA ENERGY
PROVIDENCE RESOURCES
HARDY OIL AND GAS

ITHACA ENERGY

VALIANT PETROLEUM
EUROPAOIL AND GAS
GULFSANDS PETROLEUM
PREMIER OIL

INDUS GAS

MELROSE RESOURCES
FORTUNE OIL

ENQUESTPLC

COASTAL ENERGY COMPANY
SOCO INTERNATIONAL

CAIRN ENERGY

TULLOW OIL

ROXI PETROLEUM
ENDEAVOUR INTERNATIONAL
AFREN PLC

LOCHARD ENERGY GROUP PLC
GREEN DRAGON GAS
FORUM ENERGY

RANGE RESOURCES

MAX PETROLEUM

SOUND OIL
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Source: Bloomberg, Company releases, Edison Investment Research
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Edison Investment Research is Europe’s leading investment research company. It has won industry recognition, with awards in both the UK and internationally. The team of more
than 70 includes over 40 analysts supported by a department of supervisory analysts, editors and assistants. Edison writes on more than 350 companies across every sector and
works directly with corporates, fund managers, investment banks, brokers and other advisers. Edison’s research is read by institutional investors, alternative funds and wealth
managers in more than 100 countries. Edison, founded in 2003, has offices in London and Sydney and is authorised and regulated by the Financial Services Authority
(www.fsa.gov.uk/register/firmBasicDetails.do?sid=181584).
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the accuracy or completeness of this report. Opinions contained in this report represent those of the research department of Edison Investment Research Limited at the time of
publication. The research in this document is intended for professional advisers in the United Kingdom for use in their roles as advisers. It is not intended for retail investors. This is
not a solicitation or inducement to buy, sell, subscribe, or underwrite securities or units. This document is provided for information purposes only and should not be construed as an
offer or solicitation for investment. A marketing communication under FSA Rules, this document has not been prepared in accordance with the legal requirements designed to
promote the independence of investment research and is not subject to any prohibition on dealing ahead of the dissemination of investment research. Edison Investment Research
Limited has a restrictive policy relating to personal dealing. Edison Investment Research Limited is authorised and regulated by the Financial Services Authority for the conduct of
investment business. The company does not hold any positions in the securities mentioned in this report. However, its directors, officers, employees and contractors may have a
position in any or related securities mentioned in this report. Edison Investment Research Limited or its affiliates may perform services or solicit business from any of the companies
mentioned in this report. The value of securities mentioned in this report can fall as well as rise and are subject to large and sudden swings. In addition it may be difficult or not
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