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2013: A year of opportunity? 

 

2012 in review 

After a bullish, “risk-on” first two months of the year, the oil and gas sector struggled to 

keep pace with the rebound in performance seen across the majority of equities during 

2012. While oil prices largely held up despite significant demand uncertainty, the market 

has continued to discount the share price of explorers and producers alike, with the 

FTSE 350 oil and gas index closing -12% on the year, compared with a gain of 8% for 

the FTSE 350 over the same period. E&P juniors (ie AIM) have been more resilient, 

closing the year approximately flat, albeit suffering the volatility that comes with this part 

of the sector (from a high of up 47% to a low of down 5%...timing is everything)! 

However, the overall message is that more value has been left in the oils sector than 

many other equities, begging the question of whether this points to a more positive 2013. 

Exploration could do with a boost 

In reality, the junior part of the sector has performed surprisingly well given the extremely 

poor exploration success rate and continued issues with access to capital. According to 

Wood Mackenzie, only two discoveries were made in the North Sea during 2012, despite 

a 40% increase in wells in 2011 to 66. Meanwhile, on a larger scale, the majority of 

elephant hunters working in frontier regions, with the notable exception of East Africa 

pioneers Tullow Oil and Africa Oil, failed to deliver the unambiguous commercial oil 

discovery investors were looking for. 

A moderate improvement in exploration success in 2013 could get some momentum into 

the sector, with frontier places to watch, including Namibia, Gabon and Mauritania, 

alongside basins in Brazil and the Guyanes. It may seem counter-intuitive to be leveraged 

to exploration in a market where cautious portfolio positioning is likely to prompt investors 

to focus on large caps with safer yields. However, recent performance suggests there is 

still room to manoeuvre with this approach in oils. 

Unconventionals set to become increasingly interesting 

While exploration offers the spice, a concerted acceptance of the potential of 

unconventionals, mainly shale gas, outside the US could be equally transformational. 

Shrewd investors have been quick to take advantage of softening regulations on fracking 

to invest in acreage holders in the UK. Although somewhat under the radar, recent shale 

drilling in Poland also, at last, looks promising, while both AIM and ASX investors have 

been able to see recent gains from tight gas/CBM pioneers operating in China.  

Oil and gas stocks failed to keep up with the recovery in equities seen across most 

other sectors in 2012, driven by both downside commodity price pressure and a less-

than-stellar exploration success rate. This leaves an interesting opportunity for risk 

diversification in 2013 that could work even for those looking to build cautious 

portfolios. 
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Exhibit 1: Best and worst performers 

 
Source: Bloomberg 

  

No. B es t performers % change No. Wors t performers % change

1 SOUND OIL PLC 49.1% 1 AMINEX PLC -13.5%

2 URALS ENERGY PUBLIC CO LTD 17.0% 2 MEDITERRANEAN OIL & GAS PLC -10.2%

3 AFREN PLC 13.6% 3 ENEGI OIL PLC -8 .5%

4 ASCENT RESOURCES PLC 11.9% 4 ANTRIM ENERGY INC -7.7%

5 BORDERS & SOUTHERN PETROLEUM 11.1% 5 GULFSANDS PETROLEUM PLC -7.5%

No. B es t performers % change No. Wors t performers % change

1 ROXI PETROLEUM PLC 117.6% 1 LOCHARD ENERGY GROUP PLC -34.0%

2 GULF KEYSTONE PETROLEUM LTD 30.9% 2 NIGHTHAWK ENERGY PLC -27.9%

3 BORDERS & SOUTHERN PETROLEUM 26.6% 3 ENEGI OIL PLC -17.8 %

4 SOUND OIL PLC 25.0% 4 FORUM ENERGY PLC -17.6%

5 BAHAMAS PETROLEUM CO PLC 24.4% 5 CADOGAN PETROLEUM PLC -12.3%

No. B es t performers % change No. Wors t performers % change

1 PETREL RESOURCES PLC 215.7% 1 FALKLAND OIL & GAS LTD -49.4%

2 LENI GAS & OIL PLC 112.0% 2 LOCHARD ENERGY GROUP PLC -32.7%

3 EGDON RESOURCES PLC 47.3% 3 RESACA EXPLOITATION-DI -32.1%

4 ROXI PETROLEUM PLC 42.3% 4 ANTRIM ENERGY INC -30.1%

5 IGAS ENERGY PLC 41.3% 5 PETRO MATAD LTD -29.7%

No. B es t performers % change No. Wors t performers % change

1 PETREL RESOURCES PLC 335.1% 1 RESACA EXPLOITATION-DI -75.3%

2 EUROPA OIL & GAS HOLDINGS 105.0% 2 CHARIOT OIL & GAS LTD -71.1%

3 SOUND OIL PLC 102.4% 3 FALKLAND OIL & GAS LTD -54.4%

4 HERITAGE OIL PLC 68 .9% 4 ASCENT RESOURCES PLC -53.5%

5 EXILLON ENERGY PLC 61.7% 5 GASOL PLC -48 .1%

No. B es t performers % change No. Wors t performers % change

1 AMERISUR RESOURCES PLC 150.6% 1 INDEPENDENT RESOURCES PLC -8 5.9%

2 MEDITERRANEAN OIL & GAS PLC 114.6% 2 PETRO MATAD LTD -8 4.7%

3 IGAS ENERGY PLC 100.0% 3 RESACA EXPLOITATION-DI -8 3.0%

4 PETREL RESOURCES PLC 78 .9% 4 CHARIOT OIL & GAS LTD -73.6%

5 KEA PETROLEUM PLC 59.5% 5 ASCENT RESOURCES PLC -70.4%

6  months

3  months

1 month

1 week

1 year
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Exhibit 2: EV/2P + 2C rankings 

 
Source: Bloomberg, company releases, Edison Investment Research 
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EDISON INVESTMENT RESEARCH LIMITED 
Edison Investment Research Limited (Edison) is a leading international investment research company. Edison and its subsidiaries (Edison Group) have won industry recognition, with 
awards both in Europe and internationally. The team of 95 includes over 60 analysts supported by a department of supervisory analysts, editors and assistants. Edison writes on more 
than 400 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, New York, Sydney and Wellington. Edison is authorised and 
regulated by the United Kingdom’s Financial Services Authority  (www.fsa.gov.uk/register/firmBasicDetails.do?sid=181584). Edison Investment Research (NZ) Limited (Edison NZ) is the 
New Zealand subsidiary of Edison. Edison NZ is registered on the New Zealand Financial Service Providers Register (FSP number 247505) and is registered to provide wholesale and/or 
generic financial adviser services only. 
DISCLAIMER 
Copyright 2013 Edison Investment Research Limited. All rights reserved. This report has been prepared and issued by Edison for publication globally. 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. 
Opinions contained in this report represent those of the research department of Edison at the time of publication. 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). It is not intended for retail clients. This is not a solicitation or inducement to buy, sell, subscribe, or underwrite 
securities. This document is provided for information purposes only and should not be construed as an offer or solicitation for investment. Edison has a restrictive policy relating to personal 
dealing. Edison Group does not conduct an investment business and, accordingly, does not hold any positions in the securities mentioned in this report. However, their respective 
directors, officers, employees and contractors may have a position in any or related securities mentioned in this report. Edison 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 possible to buy, sell or obtain accurate information about the value of securities mentioned in this report. Past performance is not necessarily a guide to future performance. 
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.  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 (ie 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. To the maximum extent permitted by law, Edison, 
its affiliates and contractors, and their respective directors, officers and employees will not be liable for any loss or damage arising as a result of reliance being placed on any of the 
information contained in this report and do not guarantee the returns on investments in the products discussed in this publication. 
 

Registered in England, number 4794244, Edison Investment Research Limited is authorised and regulated by the United Kingdom Financial Services Authority. 
www.edisoninvestmentresearch.co.uk. Registered on the New Zealand Financial Service Providers Register, number 247505, Edison Investment Research (NZ) Limited is registered to 
provide wholesale and/or generic financial adviser services and is regulated by the New Zealand Financial Markets Authority. 
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