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Energy Transition 

Source Financial Times 2 
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The Energy Outlook considers a range of scenarios… 
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*Renewables includes wind, solar, geothermal, biomass, and biofuels 

For full list of data definitions see p122 
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Global liquids supply growth is led by low-cost producers… 
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Brent Crude Oil Futures Review 

Source: Intercontinental Exchange, ERCE Estimates. Note: *Brent Futures 2017 is the arithmetic average of the futures prices for the remaining year’s balance. 

The ‘spot price’ of an asset is the price of buying or selling the asset today. The ‘futures price’ of an asset is the price of entering into a contract today to buy or 

sell the asset on some agreed future date. The set of prices for all future dates is then called the ‘futures curve’.  The futures curve is not a forecast of future 

spot prices by the market. A commodity futures contract is a binding agreement that gives one the right to purchase that commodity at a predefined price on a 

predefined date in the future. Under a futures contract, both the buyer and the seller are obligated to fulfil their side of the transaction on the specified date. The 

futures curve shows the price at which it is possible to buy/sell futures contracts for a forward date at a price agreed today (or on a particular date in the past). 

Brent Crude Futures Curve: Current, 1M, 3M, 6M and 1Yr Ago

45

50

55

60

65

70

M1 M13 M25 M37 M49 M61 M73

$
/b

b
l

23-Feb-18 23-Jan-18 23-Nov-17 23-Aug-17 23-Feb-17

Backwardation market structure (premium for near-
term contracts) - associated with undersupplied 

market with low inventories

Contango market structure (discounts for near-term 
contracts) - associated with an oversupplied market 

with high inventories

Brent Futures Curve Spread (12M Ago to Current)

40

50

60

70

80

-10

-5

0

5

10

15

M
ar

-1
7

A
p

r-
1

7

M
ay

-1
7

Ju
n

-1
7

Ju
l-

1
7

A
u

g-
1

7

Se
p

-1
7

O
ct

-1
7

N
o

v-
1

7

D
ec

-1
7

Ja
n

-1
8

Fe
b

-1
8

36M-48M 24M-36M

12M-24M 6M-12M

0M-6M Brent Spot (RHS)

$/bbl $/bblGrowing optimism about the global oil market reaching balance has 
helped strengthen prices in the near-term, resulting in the spreads 

flip into backwardation

$/bbl 2018* 2019 2020 2021 2022 2023 2024

23-Feb-18 66 62 59 58 57 57 58

23-Jan-18 68 64 62 60 60 60 60

23-Nov-17 62 59 57 56 56 56 56

23-Aug-17 53 53 54 55 56 57 -

23-Feb-17 56 55 55 56 57 58 -

Annual Averages of Brent Futures Contracts (Current Vs 1M, 3M, 6M and 1Yr 

Ago)

(The latest Brent Futures 2018 figure is the arithmetic average of the futures prices for 

the remaining year's balance)

Brent Curve: Annual Averages - Current, 1M, 3M, 6M and 1Yr Ago
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Brent Crude Oil Price Deck Summary 

Source: Sproule, GLJ, McDaniel, Intercontinental Exchange, Reuters, EIA, Macquarie, ERCE Estimates. Note: *publication date. Note: *Estimates for 2018 Brent futures is 

the arithmetic average of the futures contracts for the remaining year's balance. 

2018 2019 2020 2021 2022

Petroleum Consultants (Avg) 62 64 66 70 74

Financial Analysts (Avg) 60 63 66 68 -

Brent Futures (23-Feb-18) 66 62 59 58 57

EIA (Jan-18 STEO) 60 61 - - -

Lenders Survey (4Q2017) 50 51 52 54 -

Nominal Brent Crude Forecast by Consultants, Analysts Vs. Brent Historical and Futures Curve
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Supply Costs Have Fallen 
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Source Goldman Sachs: 



Disappointing Returns 

9 
Source Goldman Sachs: 



Disappointing Returns 

10 
Source SpareBank: 



BP, Shell BG Relative to UK Market 
2000-2018 

11 
Source Companies, Bloomberg PN estimates 
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Majors, E&P Oil Price & Market 
2000-2018 

12 
Source Companies, Bloomberg PN estimates 
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Oil Sector Market Capitalisation 
Selected companies $bn 

13 
Source Companies, Bloomberg PN estimates 
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E&P Companies > $1bn  
April 2014 
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Source Companies, Bloomberg PN estimates 



E&P Companies > $1bn 
January 2018 
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E&P Companies > $1bn Mkt Cap 
January 2018 

6 Companies $11bn of value 

15 
Source Companies, Bloomberg PN estimates 



20 Largest E&P Companies 
 April 2014 
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Source Companies, Bloomberg PN estimates 



20 Largest E&P Companies 
 January 2018 
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Source Companies, Bloomberg PN estimates 



Largest E&P Companies 
April 2014 cf Jan 2018 
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Source Companies, Bloomberg PN estimates 



Energy Specialist Funds Suffer 

19 
Source FE Trustnet Offshore 



Toronto Risk Capital 
moves to other sectors 
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Source TSX PN estimates 



Toronto Risk Capital 
moves to other sectors 
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Source TSX PN estimates 



Recovery in London financing 

22 
Source LSE Statistics PN estimates 



Recovery in London financing 
(excluding Tullow Rights Issue) 

23 
Source LSE Statistics PN estimates 



Recovery in London financing 
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Source LSE Statistics PN estimates 



Private Equity – The Great Saviour 

25 
Source Prequin 



Performance Ranking 

                                        Since Inception IRR               TVPI              DVPI   

Top 5% 
22.68% 1.79 1.01 

Top Quartile 
  

20.0% 17.6% 5.88% 1.25 0.49 

Median 14.0% 10.0% 2.41% 1.09 0.24 

9.0% 1.6% -5.86% 0.85 0.11 

Bottom Quartile 
-14.83% 0.61 0.00 

Bottom 5% 

Cambridge Associates 
Natural Resources 

2010 Vintage 
Indices 

Preqin                        Preqin                      Cambridge Associates 
Private Equity      Natural Resources               Natural Resources 

26 
Source Prequin, Cambridge Associates Natural Resources analysed by Energy PE Fund 2017 



What the market wants? 
• To make money 

 (A $1bn-$5bn balanced production development exploration company?) 

 

• Good management teams with successful track records 

 

• Realistic valuations when seeking financing. 

 

• Cost control 

 

• Good opportunities 
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Corporate Structure 
• Management. 

o Track record, necessary skills, investment to date, exclusivity to this venture 

• Board 
o Track record, independence, add value – complement management team 

• Business Plan 
o Strategy, acquisition and exploitation of assets, capital requirements, how much capital has been raised to date 

and at what prices, technical challenges 

• Structure 
o Is asset valuation fair or realistic, preferred shares, options, warrants is management team aligned with 

investors, is financing sufficient? 
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Cautionary Statements  
• This document has been prepared and issued by and is the sole responsibility of Peter Nicol. (the “Presenter”). It comprises the written materials for a presentation to investors and/or 

industry professionals. By attending this presentation and/or accepting a copy of this document, you agree to be bound by the following conditions and will be taken to have represented, 
warranted and undertaken that you have agreed to the following conditions. 

 

• This presentation may not be copied, published, distributed or transmitted. The document is being supplied to you solely for your information and for use at the Presenter’s presentation 
to investors and/or industry professionals concerning the Presenter’s views. It is not an offer or invitation to subscribe for or purchase any securities and nothing contained herein shall 
form the basis of any contract or commitment whatsoever This presentation does not constitute or form part of any offer or invitation to whatsoever. sell or issue, or any solicitation of 
any offer to purchase or subscribe for, any shares in any of the companies mentioned in this presentation  in any jurisdiction nor shall it or any part of it nor the fact of its distribution 
form the basis of, or be relied on in connection with, any contract commitment or investment decision in relation thereto nor does it constitute a recommendation regarding the securities 
of any of the companies. The information contained in this presentation may not be used for any other purposes. 

 

• This update contains certain forward looking information that reflect the current views and/ or expectations of the Presenter. Such information is subject to a number of risks, 
uncertainties and assumptions, which may cause actual results to be materially different from those expressed or implied by the Presenter. Readers are cautioned that the assumptions 
used in the preparation of such information, such as market prices for oil and gas and chemical products, the companies ability to explore, develop, produce and transport crude oil and 
natural gas to markets and the results of  exploration and development drilling and related activities, although considered reasonable at the time of preparation, may prove to be 
imprecise and, as such, undue reliance should not be placed on forward-looking information. The Presenter assumes no future obligation to update these forward looking information. 

 

• Certain data in this presentation was obtained from various external data sources, and the Company has not verified such data with independent sources. Accordingly, no representation 
or warranty, express or implied, is made and no reliance should be placed, on the fairness, accuracy, correctness, completeness or reliability of that data, and such data involves risks and 
uncertainties and is subject to change based on various factors. 

 

• No reliance may be placed for any purposes whatsoever on the information contained in this presentation or on its completeness. The Presenter is under no obligation to update or keep 
current information contained in this presentation, to correct any inaccuracies which may become apparent, or to publicly announce the result of any revision to the statements made 
herein except where they would be required to do so under applicable law, and any opinions expressed in them are subject to change without notice, whether as a result of new 
information or future events. No representation or warranty, express or implied, is given by the Presenter as to the fairness, accuracy, correctness, completeness or reliability of the 
information or opinions contained in this presentation, nor have they independently verified such information, and any reliance you place thereon will be at your sole risk. Without 
prejudice to the foregoing, no liability whatsoever (in negligence or otherwise) for any loss howsoever arising, directly or indirectly, from any use of this presentation or its contents or 
otherwise arising in connection therewith is accepted by any such person in relation to such information. 
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