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https://ourworld.unu.edu/en/will-collapse-in-oil-price-cause-a-stock-market-crash
https://creativecommons.org/licenses/by-nc-sa/3.0/

Investments
How to fill the gap

Oil demand and supply from existing fields
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Investors and banks less eager to finance oil & gas projects
* Deepwater: 3-5 years from find to FID. 3-5 years from FID to first oil.

15 years pay-back period. Need to believe in demand 20+ years out.

Gets iffy.

Natural decline from old fields
* Seen at ~3 mb/d per year, if no further investments.
* Renewable energy may not come fast enough.

Financeable projects to fill the gap:
* Infill drilling, new fields near existing infrastructure

* US shale. 3-6 months from FID to first oil, payback in 2 years.

* Known fields in certain Opec countries
* Financing rather by company earnings and Private Equity

Inability to fill the gap means a lower standard of living
- and high oil prices....
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Financing oil and gas - Private Equity not committed to ESG

Hedge funds cash in on unwanted oil and gas stocks

Discards from big institutions
alfer rich returns boosted

by sonirbig prices for energy

Hodge funds huve been quictly scooping
up unbowest ol and gas stocks discanded
by envicontnentally minded bnstity
thonal kmvestors amd are now reaping big
Rin a8 envergy [UICes GaTRe

Mamapers of hedge lunds in the US
sl UK have been betting that the
eagerness of masry big Institutions to be
wecti 19 embrace envimnmental, social
and goversance standards means they
are selling whedesabe oot uf fessil fuel
ok, event Bwugh demand for some ol
these grodects remaing high

“It's such 2 great and easy ddea”
Crisgin Odey, lounder of Leudon based
Odey Asset Mamagement, told the
Flnancial Timex

“They g et utionl investors | se
all no koen 1o et 4l of ol asets, they're
keaving tantastic peturns wi the tabde.”
saidd Odey, whose European fund i up
mwote than 100 pex cees o far this pear.

The company fas boen building ks
peaition e uil and gas stocks this yeas
and has sirestde stakes In prowaps Indud
ing Aker BP, the Norwegian oil com-
pary, whose skares are ap aboun 43 per
cent, and Jadestone Energy, the Asla
Pacilic-focwsed producer, which is wp
A pet oot

Ondey sabil he had also been providiog
financing for unbistad velicles that are
beding set up by commsditios compunics
specifically 1o buy up uswanted assels
Detng sold off by the oll majors.

The move away from (essi) feels by
big stitutions has olien left hedge
funds, which face fewer pressures
conform e ESG pnerms than mals
stream fund companies, smmong te only
boyers. This can presest altractive
cppertunities, although it can leave
hemn exposed tw fally inenceyy prices or
Frirthase wallinns b dbiw irnvstore

Jadestone
Energy's
Montara
project, olbsbare
Austrabia
Shares in the
producer have
risem 44 per
cont this year,
benefiting hedge
fund Odey Axset
Management

matter, ranking It ax soe of the world's
Lep-periorming fenda,

“Many of these companies are tradiog
at very low cash flow multiples and at
very big dscoumts 10 the replacement
value of thelr ansets,” said Young. “Maoce
people are driving gas powered Caes sl
sovotess than ever.”

The preswure on imtitational Inves
toes froen climate loblyy grougs to stop
fumding fosail boel companies has inten-
sitied markedly in recent years, Feosadon
fundls, charities, churches and other
fanh groces and univenities, which
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understand
how much
money you In Europe, wheee investors had
r A coaderns Lo a greater
can make in
things that.
people hate
1,300 orgasdsations managing 5§ Pt Y 4 i money 1o fund the encrygy
0 asscts R < ifon,” e sald, adding that these
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Financial Times, Oct 8 2021
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A leading company in
the energy transition

OUR AMBITIONS

50 %

of gross investments to
renewables and low carbon
solutions by 2030

IS
P& o, 3 :3:_H: BBL
Aﬂ Always safe Portfolio cash flow positive at
High value High value | — New market 30 USD per barrel until 2026
growth in L e (e opportunities in
renewables low carbon
solutions

40 %

Reduce net carbon intensity
by 2035

Optimised oil & gas portfolio
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Norway will have to re-invent itself post 2030

Production history and forecast distributed
per resource category, 2015-2030

Updated: 17.02.2021

Source: Norwegion Petroleum Directorate (Gas is normalized at 40 Mj)

& Print illustration & Download data & Download PDF
& Download as image (PNG)
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Financing
Fossil vs Renewables - ROCE calculations

FREE | Capex __[Opex | Comnect _|Price _|Hedge _|Balancing | ROCE

FOSS|L  Qil&gasin Land, drilling High Pipeline Platts, Argus,  ICE, Nymex Tanks, Known risks
the ground Topside Ship TTF injection
Rain Hydropower Low Power line NordPool etc. NordPooletc  Dams, Works, higher
GREEN plant PPA's + ETS PPA's +ETS pump-backs risks
Wind Windmills Low Power line - «- - «- None ?
Sunshine PV panels Very low Power line - «- - «- None ?
Roof top
« Grid capacity Intraday variation Difficult in local markets » Batteries, hydrogen
 Local markets * Low Opex, will produce ¢ PPA's: Supply/demand imbalance e (+fuel cells)
at zero price Producer or customer must hedge  « Adds to Capex
* Market not designed for surpluses and deficits * Tech development
intermittent supply * Carbon price (ETS)? expected
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Making Renewables investments attractive — what's needed?

- Power grid to be expanded
- Connecting markets, to allow common pricing
- Grid cost/loss then to act as CIF/FOB diff's
- Public acceptance of near-by power lines
« Determine how it's paid for

- Determine acceptance of CCS and ‘blue’ hydrogen

- Projects like Equinor’s Energy Hub depend on this

- Well-working Carbon markets (ETSs)
- Sets price advantage for renewables over fossils
- Predictable Government policy

- Hedgeable forward prices

- Power markets designed for intermittent supply

- Short-term price setting (next 5 min?)

- Secure quick back-up supply (gas/hydro)

- Develop PPAs (Power Purchase Agreements)

- Fixed price to relate to a tradeable forward market

- Ability to hedge surplus/deficits in daily supply

- PROBLEM:

- This all takes time, delaying actual construction

- Oil & gas supply may become insufficient in the
mean-time
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Financing
Consumers buy GWh, not GW installed - The low-hanging fruit: Replace coal in el. production
CHINA ELECTRICITY, monthly avg.
2020  2021td.
L4 Ld
Final consumption (TWh) 614,4 672,8 .
Agriculture r 116" 125 World Fossil Fuel Use 2019 - Mtoe
Industry r 416,0 " 452,6 14000
Commercial and senvices " 81,1 " 95,2
Transport " 145" 16,4 12000
Residential " 91,2 "7 96,2
10000
Gross production (TWh) 693,0 " 791,2 2000
Hydro 12327 104,3
Thermal 470,47 557,0 6000
Coal-fired 416,97 482,5
Gas-fired 23" 27,4 4000
Nuclear 333" 38,9 2000 >>>
r
Wind 42,4 65,3
Solar 237" 25,8 0 -
TPES Elactr. Loss
Utilization rate (percent)
r
Hydro 288 39,5 B Coal W Gas mOQil
Thermal 48,5 50,8
Coal-fired 208" 52,4
Gas-fired 30,0 7 31,9
Nuclear 86,6 ~ 90,3
Wind 238" 26,5 _ .
Soar g " 56 Source: [HS Source: I[EA
National average 43,4 " 43,6
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