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P 16F Oil & Gas - Exploration and Production
Sompany TP et A DYe  Oil Drops on Below Expectation Outcome
PPL 210 12% 10.6 4.2%

POL ss1 4% 103 ssw Of OPEC & Non-OPEC Vienna Meeting 2017

MARI 2,090 21% 10.9 0.4% o ‘ ) )
=  Organization of the Petroleum Exporting Countries (OPEC) held its 172nd

meeting on 25th May-17 in Vienna (Austria) which concluded with a mutual

Exhibit: International Oil prices - (USD/bbI) agreement between OPEC and Non-OPEC members to extend production
Arab Light - USD 50.6/bbl cuts by 1.8mnbopd (1.2mnbopd for OPEC and 0.6mnbopd for Non-OPEC)
259 Brent - USD 51.11/bbl ] ;erzdfuorr:haegzlgnv\?zihs w.e..f. 1st Jul-17. -
—— WTI - USD 49.62/bbl pectation outcome of OPEC 2017 meeting in Vienna, we
20% expect oil price (benchmark Arab Light) to remain range bound between
15% USD 50-55/bbl. and average USD 50/bbl. for FY17. We maintain our oil price
10% assumption of USD 50/bbl for FY17 and onwards
59 =  We maintain a “BUY” call on PPL and MARI with our Dec-17 target price of
0% PKR 210/share and PKR 2,090/share offering +12% and +21% upside
. | “ respectively, from its last closing. We have a “HOLD” call on OGDC and POL

with our Dec-17 target price of PKR 196/ share and PKR 551/share

10% respectively. POL offers highest dividend yield of 8.8%.
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5% OPEC Vienna meeting Concluded on Extension in production cuts till Mar-18
R T T T T SR Organization of the Petroleum Exporting Countries (OPEC) held its 172" meeting on
5 S = %" & g 3 g S 2 g é:: 25™ May-17 in Vienna (Austria) which concluded with a mutual agreement between
= w) =2 - [l
= OPEC and Non-OPEC members to extend production cuts by 1.8mnbopd
(1.2mnbopd for OPEC and 0.6mnbopd for Non-OPEC) for a further 9 months w.e.f.
BB e Price Pertorar S Gl Eap Unvarea™ 1%t Jul-17. Qil Price (Arab Light) came down by nearly 5% to USD 49.33/bbl after
Ibit: Relative Price Performance niverse OPECs press release as no deeper cuts were made by OPEC and Non-OPEC members
——— OGDC - Return %: 18.07 which was being anticipated by the market.
100%
PPL - Return %: 19.53 . . . . .
. ——— POL- Return %: 59.17 According to OPEC press release major highlights of the meeting were:
80% ——— MARI - Return %: 54.36 a. Production cuts as agreed on last OPEC and Non-OPEC meeting to be extended
0% for nine months effective from, 15t Jul-17,
’ b. The agreement involves 14 OPEC members and 10 Non-OPEC members

’

OPEC Member Countries and non-OPEC parties include Azerbaijan, Kingdom
of Bahrain, Brunei Darussalam, Kazakhstan, Malaysia, Mexico, Sultanate of
Oman, the Russian Federation, Republic of Sudan, and the Republic of South

40%

20%

Sudan
0% d. Joint Ministerial Monitoring Committee (JMMC) would be meeting every two
% months to review and make necessary recommendations for changes to the
SRR R B sgreement " ,
g E E %D ‘% g é g E @ g <‘L% g e Ne>$t OPEC meeting to be held on 30" Nov-2017 where agreement will be
reviewed
f. Russian Energy Minister Alexander Novak stated that production cut for nine
months was optimum and will be extended further if need be.
Source: Bloomberg, KSE 100 & IGI Research To recall, production cuts extended as agreed on last OPEC Nov-16 meeting
Analyst OPEC in its meeting held on Nov-16 in Vienna agreed to lock production at Aug-16
levels in Sep-16 and the adjustment of production cut country-wise was decided in
Abdullah Farhan Nov-16 meeting. However, since then OPEC’s output had increased by 1.1-1.2mn
abdullah.farhan@igi.com.pk bopd by Dec-16 to 33.6-33.7mn bopd, which meant a production cut had to take
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Exhibit: OPEC and Non-OPEC Production Cut schedule

Prod. w.e.f
Member Ref. Prod. Chg. 1-Jan-17
000'bopd
Algeria 1,089 (50) 1,039
Angola 1,751 (87) 1,664
Ecuador 548 (26) 522
Gabon 202 9) 193
Indonesia* - - -
Iran 3,975 90 3,797
Iraq 4,561 (210) 4,351
Kuw ait 2,838 (131) 2,707
Libya - - -
Nigeria - - -
Qatar 648 (30) 618
Saudi Arabia 10,544 (486) 10,058
UA.E 3,013 (139) 2,874
Venezuela 2,067 (95) 1,972
Total 31,236 (1,173) 29,795
Non-OPEC (600)
Russia (300)

* Indonesia suspended from OPEC

** Non-OPEC Oil Production cut agreed at
600,000bopd including Russia

“Exhibit: Oil prices post highest loses in CYTDin last 6
years
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Source: OPEC, IGI Research

place in order to freeze production at Aug-16 levels. Afterwards OPEC meeting with
Non-OPEC members held in Dec-16 reached an agreement between two parties for
a cut of 0.6mnbopd for Non-OPEC members.

Qil price retreat after OPEC meeting; ends below expectation...

Arab Light (benchmark crude oil) gained nearly +20% to reach USD 50/bbl. since last
OPEC meeting held in Sep-16, when OPEC initially announced to freeze production
at Aug-16 level. Since the commencement of OPEC meeting in Vienna and decision
to cut production was agreed between OPEC members, Arab Light and WTI prices
have gained +10% and +9% to USD 49.8/bbl. and USD 49.4/bbl, respectively.
However, since OPEC decision to extend production cut for another nine months on
25™ May-17 in Vienna, Arab light price has dropped by ~5% to stand at USD
49.33/bbl.

POL to stand as a key beneficiary

For local Exploration and Production industry, we believe Pakistan Qilfields Limited
(POL) to stand as key beneficiary of rise in oil price considering it has nearly ~40% oil
contribution in its total revenue, compared to 31%/28%/2% for OGDC/PPL/MARI.

Our Long-term Qil price assumption intact at USD 50/bbl

Based on a below expectation outcome of OPEC 2017 meeting in Vienna, we expect
oil price (benchmark Arab Light) to remain range bound between USD 50-55/bbl. and
average USD 50/bbl. for FY17. We maintain our oil price assumption of USD 50/bbl
for FY17 and onwards as we expect oil prices to remain under pressure owing to a)
rising shale oil production, b) US likely to sell off half of its strategic oil reserves to
raise USD 16bn in the next three year and, c) compliance of agreed production cut
and, d) Iran, Indonesia, Libya and Nigeria still remain exempted from production cuts.

Recommendation

We maintain a “BUY” call on PPL and MARI with our Dec-17 target price of PKR
210/share and PKR 2,090/share offering +12% and +21% upside respectively, from
its last closing. We have a “HOLD” call on OGDC and POL with our Dec-17 target price
of PKR 196/ share and PKR 551/share respectively. POL offers highest dividend yield
of 8.8%.
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Earning and Target price Sensitivity to Oil Price

| Pakistan Oilfields Limited (POL)

Oil Assumption (USD/bbl.) EPS (PKR) )
Target Price (PKR) - Dec-17

Scenarios FY18 FY19 FY20 FY18 FY19 FY20

Bear 45 45 45 46.59 46.10 46.60 520.52
Base 50 50 50 51.50 50.80 51.20 551.27
Bull 1 55 55 55 56.20 55.28 55.58 580.66
Bull 2 60 60 60 60.90 59.76 59.95 610.05
Bull 3 65 65 65 70.30 68.73 68.70 668.84

Oil & Gas Development Company (OGDC)

Oil Assumption (USD/bbl.) EPS (PKR) Target Price (PKR) - Dec-17
Scenarios FY18 FY19 FY20 FY18 FY19 FY20
Bear 45 45 45 19.56 18.15 17.86 190.63
Base 50 50 50 20.57 19.09 18.78 195.79
Bull 1 55 55 55 21.53 20.00 19.65 200.74
Bull 2 60 60 60 22.50 20.90 20.53 205.68
Bull 3 65 65 65 23.47 21.81 21.40 210.63

Pakistan Petroleum Limited (PPL)

Oil Assumption (USD/bbl.) EPS (PKR) )
Target Price (PKR) - Dec-17

Scenarios FY18 FY19 FY20 FY18 FY19 FY20

Bear 45 45 45 16.02 15.32 14.81 199.86
Base 50 50 50 17.51 16.80 16.29 209.60
Bull 1 55 55 55 18.97 18.23 17.72 219.07
Bull 2 60 60 60 20.42 19.65 19.14 228.54
Bull 3 65 65 65 21.88 21.08 20.56 238.01

Mari Petroleum Limited (MARI)

Oil Assumption (USD/bbl.) EPS (PKR) )
Target Price (PKR) - Dec-17

Scenarios FY18 FY19 FY20 FY18 FY19 FY20

Bear 45 45 45 148.57 191.83 226.04 1,985.09
Base 50 50 50 158.63 204.29 240.64 2,090.24
Bull 1 55 55 55 166.50 213.85 251.58 2,169.47
Bull 2 60 60 60 174.37 223.41 262.53 2,248.71
Bull 3 65 65 65 182.24 232.97 273.47 2,327.95
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Important Disclaimer and Disclosures

Research Analyst(s) Certification: The Research Analyst(s) hereby certify that the views about the company/companies
and the security/securities discussed in this report accurately reflect his or her or their personal views and that he/she has
not received and will not receive direct or indirect compensation in exchange for expressing specific recommendations or
views in this report. The analyst(s) is principally responsible for the preparation of this research report and that he/she or
his/her close family/relative does not own 1% or more of a class of common equity securities of the following
company/companies covered in this report.

Disclaimer: The information and opinions contained herein are prepared by IGI Finex Securities Limited and is for
information purposes only. Whilst every effort has been made to ensure that all the information (including any
recommendations or opinions expressed) contained in this document (the information) is not misleading or unreliable, 1GI
Finex Securities Limited makes no representation as to the accuracy or completeness of the information. Neither, IGI Finex
Securities Limited nor any director, officer or employee of IGI Finex Securities Limited shall in any manner be liable or
responsible for any loss that may be occasioned as consequence of a party relying on the information. This document
takes no account of the investment objectives, financial situation and particular needs of investors, who shall seek further
professional advice before making any investment decision. This document and the information may not be reproduced,
distributed or published by any recipient for any purpose. This report is not directed or intended for distribution to, or use by
any person or entity not a client of IGI Finex Securities Limited, else directed for distribution.

Rating system: IGI Finex Securities employs three tier ratings system, depending upon expected total return (return is
defined as capital gain exclusive of tax) of the security in stated time period, as follows:

Recommendation Rating System
Buy If target price on aforementioned security(ies) is more than 10%, from its last closing price(s)
Hold If.target priceon aforementioned security(ies) is in between -10% and 10%, from its last closing
price(s)
Sell If target price on aforementioned security(ies) is less than -10%, from its last closing price(s)

Time Horizon: Dec - 2017

Valuation Methodology: The analyst(s) has used following valuation methodology to arrive at the target price of the said
security (ies):
(Reserve Based DCF Valuation)

Risk: Investment in securities are subject to economic risk, market risk, interest rate risks, currency risks, credit risks,
political and geopolitical risks. The performance of company(ies) covered herein mightunfavorably be affected by multiple
factors including, business, economic, and political conditions. Hence, there is no assurance or guarantee that estimates,
recommendation, opinion, etc. given about the security(ies)/company(ies) in the report will be achieved.

Basic Definitions and Terminologies used: Target Price: A price target is the projected price level of a financial security
stated by an investment analyst or advisor. It represents a security's price that, if achieved, results in a trader recognizing
the best possible outcome for his investment. Market Cap.: Market capitalization is calculated by multiplying a company's
shares outstanding by current trading price. ROE: Return on equity is the amount of net income returned as a percentage
of shareholders’ equity. P/E: Price to Earnings ratio of a company's share price to its per-share earnings. P/B: Price to
Book ratio used to compare a stock's market value to its book value. DY: The dividend yield is dividend per share, divided
by the price per share.

IGI Finex Securities Limited

Research Analyst(s) Jama

Research Identity Number: BRP009 Lol chaanas 0—;5‘#_.,_.
© Copyright 2016 IGI Finex Securities Limited hitp:iferew. Jammagunii. gk
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IGI Finex Securities Limited
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Head Office

Suite No 701-713, 7th Floor, The Forum, G-20,
Khayaban-e-Jami Block-09, Clifton, Karachi-75600
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Stock Exchange Office

Room # 719, 7th Floor, KSE Building, Stock Exchange Road, Karachi.

Tel: (+92-21) 32429613-4, 32462651-2 , Fax: (+92-21) 32429607

Lahore Office

5-F.C.C. Ground Floor, Syed Maratib Ali Road,
Gulberg II, Lahore

Tel: (+92-42) 35777863-70, 35876075-76
Fax: (+92-42) 35763542

saad.khan@igi.com.pk
abdullah.farhan@igi.com.pk
jawad.ameer@igi.com.pk
anjali.kukreja@igi.com.pk
umesh.solanki@igi.com.pk

faisal.jawed@igi.com.pk
zaeem.haider@igi.com.pk
muhammad.naveed @igi.com.pk
gul.hussain@igi.com.pk
asif.saleem@igi.com.pk
mahtab.ali@igi.com.pk
zeeshan.kayani@igi.com.pk

Islamabad Office

Mezzanine Floor, Office 5, 6 & 7, Kashmir Plaza,
Block- B, Jinnah Avenue, Blue Area, Islamabad
Tel: (+92-51) 2604861-2, 2604864, 2273439
Fax: (+92-51) 2273861

Faisalabad Office

Room #: 515-516, 5th Floor, State Life
Building, 2- Liagat Road, Faisalabad
Tel: (+92-41) 2540843-45

Fax: (+92-41) 2540815

Rahim Yar Khan Office

Plot # 12, Basement of Khalid Market,

Model Town, Town Hall Road, Rahim Yar Khan
Tel: (+92-68) 5871653-6, 5871652

Fax: (+92-68) 5871651

Multan Office

Mezzanine Floor, Abdali Tower,
Abdali Road, Multan

Phone: (92-992) 408243 - 44

Abbottabad Office

Ground Floor, Al Fatah ShoppinigCenter , Opp. Radio
Station, MansehraRoad, Abbottabad

Phone: (+92-99) 2408243 - 44

Part of |G] Financial Services

© Copyright 2016 IGI Finex Securities Limited

A A Packages Group Company

nJama
[ =y -um‘-J.!’«-,;

www.jamapuniji.pk




	DB26
	AC-RB-DCF-Dec17
	Last Page

