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Introduction: 
Oil is a fundamental source of energy nowadays with more than 50% of production being used for gasoline and 
diesel, essential for our cars’ internal combustion engines. With the development of emerging countries, demand 
for crude oil has been steadily rising as more people have financial conditions to own a car. However, this year, the 
Covid-19 led to an abrupt fall in economic activity and consequently a sudden fall in demand for oil products. IEA 
(International Energy Agency) estimates a fall in demand of 10% in 2020 and 30% in the month of April (a level last 
seen in 1995).  
 
 
 
 
 
 
 
 
 
 
 

The fall was so steep in 1Q 2020, that inventories quickly rose to maximum levels and WTI crude oil was traded at 
negative prices because lack of demand for physical delivery of this commodity.  

Besides clarifying some fundamental aspects of this industry, we expect with this report to answer some pressing 
questions such as: 

Do we need a new OPEC? 
OPEC weight in world’s oil production has been decreasing in the last decade, making its cuts ineffective vs an 
increase in supply from non-OPEC countries. The frustration was visible this year as Russia and Saudi Arabia 
suspended the planned cuts, leading to a steep fall in prices, worrying other oil producing countries. This way, 
producers like US, Norway, Canada and Brazil agreed to join the cuts.  OPEC agreed with non-OPEC countries to 
reduce supply by 9.7 mb/d and 5.2 mb/d respectively, and part of these cuts will be felt in May as IEA estimates a 
fall in supply of 12 mb/d. This crisis highlighted the need for a more coordinated effort between oil producing 
countries, and consequently a reformulation of OPEC. 

How will prices develop in the next couple of months? 
While there has been an extreme effort by oil producing countries to limit supply, this decline will probably not be 
enough to offset the expected drop in demand of 9.3 mb/d. In addition, inventories are almost full, and despite the 
pledge from countries such as China, US, Korea or India, to use their strategic storage capacity to temporarily store 
some of the excess oil, inventory overhang may last for a year, pressuring prices. US EIA expects an average of USD 
33 per barrel for Brent crude prices in 2020. 

Are companies prepared to endure this crisis? 
Given that it is not expected a rapid and steep rise in prices of oil, companies will still have to cope during the rest 
of the year with relatively low profitability. Some big oil companies have maintained their dividend but a cut may be 
inevitable and it will depend on the recovery in demand and prices. While on the medium term the sector may be 
penalized, in the long run, a further consolidation and an expected increase in cooperation from oil producing 
countries will be positive. As such, major oil companies will have a better financial capacity to cope with this stressful 
scenario, but the bottom may not have been reached yet. 

 

Source: ExxonMobil; 
IEA; S&P Global Platts; 
HIS Markit; GS; FGE; 
Energy Aspects; 
Rystad Energy; Argus; 
OPEC  

Crude Supply and Demand (mbpd)  

Source: BiG Research 



 

This document has been prepared exclusively for informative purposes, and is based on publicly available information, retrieved from sources deemed 
trustworthy. BiG does not assume any responsibility for the full correction of the information provided, and the information here provided should not 
be interpreted as an indicator that any results will be achieved. We emphasize that the projected results are susceptible to alterations due to changes 
in the assumptions that have served as basis to the information here provided. We forewarn that the previous performance of a security is not a 
guarantee of identical performance in the future. Changes in exchange rates of securities denominated in a currency different from that of the investor 
may lead to a negative impact on the value, price or return of such securities. BiG may provide additional information, if so is requested. This document 

is not a sale proposal, nor a purchase solicitation for the subscription of any securities.  
BiG ensures independence in investment recommendations under the terms of points 7.23 and 7.24 of BiG's Conflict of Interest Management Policy. 
BiG continuously monitors the recommendations issued by analysts under the terms of the Code of Conduct and Personal Transactions Policy.. 

2 

THEMATIC NOTE - OIL 
MAY 4TH, 2020 

 
Research 
João Calado, CFA 
Francisco Cavaco 
Francisco Fonseca 

 
research@big.pt 
 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Index: 
1. Exploration of oil & gas 

2. Crude Oil refining process 

3. Oil prices 

4. Natural gas prices 

5. Supply and OPEC+ 

6. Demand and COVID-19 

7. Inventories 

8. Integrated Oil & Gas companies 

8.1 ExxonMobil 

8.2 Chevron 

8.3 Royal Dutch Shell 

8.4 Total 

8.5 BP 

8.6 Equinor 

8.7 Eni 

9. Glossary of Oil & Gas terms 

 

 

 

 

 

 

 

 

 

 

 

 



 

This document has been prepared exclusively for informative purposes, and is based on publicly available information, retrieved from sources deemed 
trustworthy. BiG does not assume any responsibility for the full correction of the information provided, and the information here provided should not 
be interpreted as an indicator that any results will be achieved. We emphasize that the projected results are susceptible to alterations due to changes 
in the assumptions that have served as basis to the information here provided. We forewarn that the previous performance of a security is not a 
guarantee of identical performance in the future. Changes in exchange rates of securities denominated in a currency different from that of the investor 
may lead to a negative impact on the value, price or return of such securities. BiG may provide additional information, if so is requested. This document 

is not a sale proposal, nor a purchase solicitation for the subscription of any securities.  
BiG ensures independence in investment recommendations under the terms of points 7.23 and 7.24 of BiG's Conflict of Interest Management Policy. 
BiG continuously monitors the recommendations issued by analysts under the terms of the Code of Conduct and Personal Transactions Policy.. 

3 

THEMATIC NOTE - OIL 
MAY 4TH, 2020 

 
Research 
João Calado, CFA 
Francisco Cavaco 
Francisco Fonseca 

 
research@big.pt 
 

 

Exploration: 
Oil and gas are raw materials formed millions of years ago beneath the earth’s surface. As such, the existent quantity 
of oil is finite, but it takes time to extract while part of it is not economically viable to produce (costs of extraction 
exceed the price of sale). For finding oil and gas, companies must locate reserves and dig a well to extract crude oil 
and natural gas.  

Conventional exploration: Oil is firstly formed under a gas rich shale, but with the passage of time drifts away from 
the originating shale to other locations where it is trapped below a seal rock, permitting oil companies to extract it 
in locations near the surface. This way, companies dig a well and the pressure of the formation pushes oil upward.  

 

 

 

 

 

 

 

 

 

Unconventional exploration: Recently, through techniques like horizontal drilling and hydraulic fracking or oil sands, 
producers have been able to extract oil directly from the source, the shale rock. 

 

 

 

 

 

 

 

 

 

 

 

Source: EIA  

Source: ConsumerNotice  Source: Andrew Weaver 

Horizontal drilling and hydraulic fracking  Oil Sands in Canada  
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Crude Oil Refining Process 
Crude Oil needs to go through a refining process that separates it into fuel for vehicles, fuel for airplanes or 
petrochemicals. After the oil is extracted it is transported by pipeline or boat to refiners where it is decomposed into 
different products. Each barrel contains 42 gallons of crude oil (or around 159 litres).  At this moment exist around 
600 refineries around the world.   
 

 

 

 

 

 

 

 

 

 

 
 
Refining margins: This is the added value from each unit of input (usually per each barrel of crude oil processed).  
The higher value refiner products are gasoline, jet fuel and diesel. If refineries are able to increase these products 
production for each barrel of crude oil, the refining margin increases. This depends of: 

• the quality of oil (light and sweet crudes are better than heavier and sour)  

• and the complexity of the refinery: the more complex refineries which have a hydrocracking unit are 
capable of extracting more of these high value products than simpler skimming refineries. 

 

 

 

 

 

 

 

 

 

Source: Valero; EIA 

Source: Valero 
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Oil prices: 
Despite differences in composition, oil prices are usually similar around the world and are affected by global events. 
The main 2 indexes for crude oil are WTI (West Texas Intermediate, mainly produced in US) and Brent North Sea 
crude (mostly produced in the North Sea). There is a difference in the quality of both oils, and due to its 
characteristics, Brent price is used as a benchmark for African, Middle East and European oil, representing this way 
around 60% of world’s production. 

 
 

 

 

 

 

 

 

Demand and Supply: While demand has been usually growing 
consistently during the last decades, as the world gets more 
developed and oil needs increase, supply is more volatile. Supply 
depends on the discovery of new oil reserves (economically viable) 
and the rhythm of production which in some periods is restricted by 
an organization of oil producing countries (OPEC). 

 

 

Futures contract: Oil trade is done through future contracts, in which for example the oil company agrees to supply 
a certain quantity of crude oil to a refinery at a certain date and at a certain time. The contracts are standard and 
establish the delivery of oil to a certain location, and the buyer must in advance prepare the transport and storage 
of this oil. However, many traders use futures to try to gain with the oil price volatility, and as such, do not intend 
to receive physically the oil, so they sell the futures contract prior to its expiration date.  

Prices may be negative? Due to Covid-19 pandemic, the demand for 
fuel declined significantly, so the inventories of oil increased. With 
storage almost full and no demand for physical deliveries of oil, the 
contract of WTI for delivery in May that was to expire in April traded 
at negative prices. This happened due to sellers attempt to dispose 
the contracts in order to not be obliged to receive the oil physically. 
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Natural gas prices: 
Raw natural gas is transported from the well to a processing facility to separate methane (used in electricity and 
heat generation) from propane (ex. used in space heaters or cooking, or in come internal combustion engines) or 
butane (ex: used in cigarette lighters). 

The price is usually quoted as USD per mmbtu (million British thermal units). Contrary to oil prices, natural gas prices 
vary significantly across regions.  

 

 

 

 

 

 

 

 

 

 

As an example, in Japan prices spiked in 2011 due to nuclear reactors being shut while in US declined significant in 
2014 due to the shale revolution.  

Natural gas also used to face restrictions in transportation, due to the majority being transported by pipelines which 
limit the response to higher demand, due to the high costs and time spent to build a new pipeline.  

 

 

 

 

 

 

 

With LNG (liquefied natural gas), gas may now be compressed 600 times in volume through liquefaction (cooling 
process) and transported through ship. This way, the difference in demand in different regions will be offset by 
supply from LNG and ultimately will harmonize prices around the world. 
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Supply and OPEC+: 
Currently there are around 1.66 tn barrels of Oil in reserves, and US is the main producer. However, this is a very 
recent scenario. Saudi Arabia had been for decades the major producer and more oil reserves have been discovered 
throughout the years. Current supply of oil and other liquids is close to 100 mb/d. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
OPEC: In 1960, the major oil producing countries created the Organization of Petroleum Exporting Countries (OPEC) 
in order to coordinate and unify petroleum policies and ensure stabilization of oil markets. In 2016 the organization 
agreed cuts with more countries (including Russia), which are represented as OPEC+. The organization was crucial 
for the equilibrium of oil markets in the last decades, by reducing supply when demand slowed. However these cuts 
in supply have not been as effective in the last years as non-OPEC supply has been rising, especially in US, Canada, 
Brazil and Norway. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: Valero 
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OPEC historical decisions: 
OPEC+ Agreement: On April 12th, OPEC+ agreed on the highest cut production in history of 9.7 mb/d in May and 
June (around 10% of global supply), 7.7 mb/d for the rest of the year and 5.8 mb/d until April of 2022. However, the 
market felt that the cuts were not enough to compensate for the decline in demand by Covid-19 so oil price did not 
rise significantly. Since then, more countries have joined this production cut and EIA expects now further 5.2 mb/d 
of cuts from non-OPEC countries. 

2020 conflict: On March 6th, Russia declined to decrease its production during an OPEC meeting. Saudi Arabia 
announced it would offer discounts to its oil clients and increase production by 25% to 12.3 mb/d in April. Russia 
replied it would also raise its production by 500 kb/d to 11.2 mb/d. Consequently, the oil price dropped more than 
20% in 9th of March to USD 34 /bbl. On March 11th Saudi Arabia ordered Saudi Aramco to increase its production 
capacity by 1 mb/d: 

 

 

 

 

 

 

 

 

December 2018: OPEC+ decided to cut production by 1.2 mb/d, exempting however Iran, Venezuela and Lybia, but 
including Russia. OPEC would reduce by 800 kb/d while Russia and allied producers by 400 kb/d. Trump was in favour 
of no cuts in order to decrease energy prices. 

June 2018: Saudi Arabia wanted to increase output, but Venezuela, Iran, and Iraq were against it. Despite the 
disagreement it was agreed a decrease in the cut that was in place of 1200 kb/d (since 2016) to only around 800 
kb/d. Trump tweeted before the meeting that OPEC should keep oil prices down. 

November 2016: OPEC agreed to cut production from 33.8 mb/d to 32.5 mb/d. It was expecting also that non-OPEC 
countries might reduce their production by 600 kb/d. 

November 2014: Saudi Arabia blocked a possible output decrease asked by poorer oil producers to stabilize prices. 
It could have been an attempt by Saudi Arabia to keep prices at reduced level in order to slowdown exploration 
projects by shale players in US.   

 

 
 
 
 
 

Source: IEA.  
Note: This graph was taken before 
OPEC new agreement and is for 
illustrating the noncompliance of 
some OPEC members in 1Q2020. 
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Demand and the Coronavirus: 
Demand depends on the world’s rhythm of development. As emerging economies become more developed and 
their middle class grows, the usage of vehicles and airplanes also increases, leading to a higher demand for oil 
products.  More than 50% of demand of oil products is gasoline and diesel, used in vehicles with an internal 
combustion engine. 
 
 
 
 
 
 
 
 
 
 
 
 
 
So, demand in the last decades has been increasing almost every year, but 2020 will be an exception due to 
quarantines imposed by Covid-19.  
 
Geographically speaking, 20% of world’s demand comes from US while China represents around 14% and India 
around 5%. Given that China has more than 4 times more population than US, it is expected that demand for oil 
products will continue to grow. In 2019, China’s demand increased by 5%.  

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: IEA 

Annual changes in oil demand since 1960 

Source: OPEC;  

2020 change 
estimated by 
OPEC Source: RDS; HIS Markit; Wood Mackenzie  
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Before Covid-19, the market was expected to reach equilibrium with supply in 2H20 due to production cuts 
implemented at the start of the year, stronger demand and decline in growth of non-OPEC producers. However, 
now IEA expects demand to fall by around 10% in 2020 (9.3 mb/d) and 30% in April (29 mb/d). 

Inventories: 
Inventories of crude oil, depend in refinery activity which in turn is dependent on consumption of gasoline and other 
petroleum products. With quarantines imposed by Covid-19, gasoline and diesel consumption declined throughout 
the world, so refineries decreased their production rate, and consequently are using less crude oil. This led to a rapid 
increase in inventories of crude oil: 

 
 

 
 

 
 
 
Even taking into account a recovery in demand for the 2nd half of 2020, inventories will still be very high, which will 
pressure negatively oil prices. 
 
 
 
 
 
 

Source: EIA 

Source: EIA 
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Oil & Gas sector 
Oil & Gas sector is divided into different segments, as shown below. Companies may be specialized in a specific part 
of the supply chain or may do several parts of the process (integrated oil companies). 

 

 

First quarter of 2020 summary for the sector: 

Different companies have already published their quarterly earnings, and there are several aspects common to the 
industry:  

Upstream (exploration and production): The price of both oil and gas led to a significant decline in upstream 
earnings. In order to cope with the Covid-19 and the decline in prices, several companies announced cuts in capex 
and decreases of production, which will affect upstream volumes in next quarters. 

Downstream (Manufacturing and Energy Production & Marketing): The decline in demand for gasoline and diesel, 
led to an oversupply of refined oil products, impacting refining and marketing margins. Several companies 
announced a decrease in refining capacity utilization in next quarter to offset this excess supply. As such while in 1Q 
2020 there was some decline in downstream business, most of the impact is expected in the next quarter. In this 
quarter the biggest impact was the provisions made on the refining inventory values. 

So it is very important to evaluate different players and their exposures to different regions and segments of the 
supply chain to determine, which will cope better with this stressful event. In the next pages we provide a summary 
of the fundamentals of major integrated oil companies. 

 

 

 

Source: Royal Dutch Shell 
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Description:  

• Integrated oil & gas US company.  

• Dividend Aristocrat: Due to the fall in oil price 
implemented measures to save cash flow and be able to 
continue to be a dividend aristocrat (paying dividends 
for consecutive 25 years). Dividend yield 8%. 

• Strongly opposes government intervention in oil supply 
levels and urged Texas regulators to reject the proposal to impose limits on 
production. 

• Upstream focus on higher margin liquids and LNG with production expected to 
reach 5 mm boe/d in 2025 vs 3.9 mm boe/d in 2019. 
 
Restructuring due to 2020 oil price decline:  

• Cut 2020 capex by 30% (mostly on Permian) to USD 23bn 

• Cut 2020 cash opex by 15% 

• Expects less 100 to 150 kbpd in Permian in 2021 vs previously est. 600 kbpd 

• Delayed final investment decision on Rovuma LNG (Mozambique) 

• The 3rd phase of Guyana project to be delayed 

• Delayed drilling of offshore block 10 in Cyprus 
 
Main Upstream Assets: 

• Permian: US shale; 450 to 500 kbpd of annual production; 10 bn boe reserves 

• Guyana: deepwater;  

• Brazil pre-salt deepwater (> 1bn boe); initiated drilling in Uirapuru 

• Mozambique LNG (3.5 bn boe)  

• Papua New Guinea LNG (1.7 bn boe) 
 
Main Downstream assets: 

• Beaumont, Baytown, Baton Rouge (US) 

• Antwerp (Belgium) 

• Rotterdam (Netherlands) 

• Singapore 

• Fawley (UK) 
 
1Q 2020 Earnings: 

• Net loss of USD -610 mn vs income of USD +2.35 bn in 1Q19 

• Non cash charge of USD 2.9bn from market related write-downs 

• Production 4 mmboed (+2% yoy), liquids (+7%) and natural gas (-5%).  

• Upstream US: earnings $-704mn (vs $+96mn 1Q19), impairment $315mn, non cash inventory $-45mn 

• Upstream International: earnings $+1.24bn (vs$+2.78bn 1Q19), non cash inventory $-218mn,, impair. $-41mn 

• Downstream US: earnings $-101mn (vs $-161 mn 1Q19) due to higher margins; $-411mn mainly non cash inventory 

• Downstream intern: $-510mn (vs $-95mn 1Q19) higher margins; non-cash inventory $-1.2bn, impair $-335 mn. 

• Chemical earnings $144 mn (vs $518 mn 1Q19) due to lower volumes and non cash inventory valuation ($-320mn)  

Mkt Cap 

(USD bn)

Annual production 

(mmboe)

Oil mix % of total 

production

Oil & Gas Reserves  

(mmboe)

EBITDA 2019 

(USD bn)

Net Debt / 

EBITDA

Enterprise Value 

/ 12M EBITDA

171.2 1,442 54 22,445 32.0 1.5 7.0

ExxonMobil

ExxonMobil
Oil 

Production 

(kboepd)

Oil & Gas 

Reserves  

(mmboe)

Oil reserves 

(mmboe)

Oil 

reserves in 

years

North America 976 11,620 8,169 23

Europe 87 253 53 2

Asia Pacific 694 8,307 4,326 17

Africa 360 667 453 3

ExxonMobil Liquids 

production (kb/d)
2019 1Q 2020

United States 645 699

Canada / Other Americas 469 558

Europe 108 30

Africa 372 360

Asia 748 795

Australia / Oceania 45 38

ExxonMobil Natural 

gas production 

(mmcf/d)

2019 1Q 2020

United States 2,778 2,825

Canada / Other Americas 257 317

Europe 1,460 1,293

Africa 7 7

Asia 3,576 3,710

Australia / Oceania 1,319 1,244

ExxonMobil Refinery 

throughput (kb/d)
2019 1Q 2020

United States 1,531 1,558

Canada 353 383

Europe 1,317 1,295

Asia Pacific 599 637

Other Non-U.S. 181 187

ExxonMobil Refinery 

products sale (kb/d)
2019 1Q 2020

Gasolines, naphthas 2,220 2,122

Heating oils, kerosene, diesel 1,868 1,867

Aviation fuels 405 383

Heavy fuels 271 256

Specialty products 689 659

ExxonMobil avg prices 2019 1Q 2020

Crude US ($/bbl) 55.3 42.8

Natural Gas US ($/kcf) 2.3 1.7

Liquids International ($/bbl) 58.0 42.0

Natural Gas Inter. ($/kcf) 6.2 5.6

Source: Company data 
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Description: 

• Integrated oil & gas US company.  

• Dividend Aristocrat: CEO said dividend is “our number one 
priority”. The company never cut dividends since the great 
depression. Dividend yield 5.4%. 

• Expects asset sales around USD 5bn in 2020 
 
Restructuring due to 2020 oil price decline: 

• Cut 2020 Capex by USD 4bn (-20%) to USD 16bn  
• Cut 2020 cash opex by 24% to USD 10.5bn   
• Suspends USD 5bn buyback plan 

• Permian production to be reduced by 125 kbpd (20%) to 
around 455 kbpd 

• Expects production in 2020 in line with 2019 

• Vaca Muerta production cut by 50% (news sources) 
 
Main Upstream assets:  

• Permian: US shale; 455 kbpd of annual prod.; expects 1 mn bpd in 
2024 and increase resources to >21 bn boe 

• Tengiz: Kazakhstan, TCO >800 mmboed; FGP start in 2023 and WPMP 
in 2022 

• Gorgon and Wheatstone: Australia; producing 350 mmboed 

• Gulf of Mexico: deepwater 

• Brazil 

• Vaca Muerta: Argentina 
 
Main Downstream assets: 

• 3 Refineries in Asia: capacity 702.5 kbpd 

• 3 Refineries in US West Coast: capacity 548 kbpd 

• 2 refineries in US Texas and Mississippi: capacity 440 kbpd  
 
1Q 2020 Earnings: 

• Further reduced capex to only USD 14bn in order to protect dividend. 

• US Upstream: earnings $241 mn (-68% yoy), avg price crude $37/bbl (-23% yoy), nat. gas $0.6/kcf (-63% yoy); 
production liquids 803 kb/d (+16% yoy), natural gas 1.56 bcf/d (+35% yoy). 

• International Upstream: earnings $2.7 bn (+12% with FX), avg price crude $43/bbl (-25% yoy), nat. gas $5.7 /kcf (-
14% yoy); production liquids 1.16 mmb/d (-2% yoy), natural gas 6 bcf/d (+4% yoy). 

• US Downstream: higher margins, earnings $450 mn ($217 mn yoy), products sales 1.16 mmbpd (-3% yoy). 

• International Downstream: higher margins, earnings $653mn ($35mn yoy), products sales 1.27 mmbpd (-10% yoy). 

• Refinery crude utilization in April -60% 

• Completed Philippines and Azerbaijan asset sales 

• Has USD 30 bn in liquidity  
 
 
 

Mkt Cap 

(USD bn)

Annual production 

(mmboe)

Oil mix % of total 

production

Oil & Gas Reserves  

(mmboe)

EBITDA 2019 

(USD bn)

Net Debt / 

EBITDA

Enterprise Value 

/ 12M EBITDA

154.0 1,116 61 11,431 31.9 0.8 5.5

Chevron

Chevron
Oil 

Production 

(kboepd)

Oil & Gas 

Reserves  

(mmboe)

Oil reserves 

(mmboe)

Oil 

reserves in 

years

North America 843 3,429 2,788 9

Europe 47 73 69 4

Latin America 31 nd nd nd

Asia Pacific 280 3,740 679 7

Africa 308 1,173 613 5

Chevron avg prices 2019 1Q2020

Crude US ($/bbl) 57.6 45.4

Liquids US ($/bbl) 48.5 37.4

Natural Gas US ($/kcf) 1.1 0.6

Liquids International ($/bbl) 58.1 42.6

Natural Gas Inter. ($/kcf) 5.8 5.7

Chevron production 

2019
Liquids 

(kb/d)

US 724

Kazakhstan/Eurasia 357

Nigeria 173

Indonesia 101

Angola 97

South America 65

Other 348

Chevron production 

2019
Natural Gas 

(mmcf/d)

US 1,225

Australia 2,460

Thailand 1,038

Bangladesh 638

Kazakhstan/Eurasia 558

Nigeria 215

Others 1,023

Source: Company data 
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Description: 

• Integrated Oil & Gas 

• Segment earnings 2019:  

• Integrated Gas USD 8.6bn  

• Upstream USD 4.2bn 

• Downstream USD 6.3 bn 

• Cut dividend by 60%. Dividend yield 4.5%. 

• Plans to eliminate all net emissions form its production until 2050 
 
Restructuring due to 2020 oil price decline:  

• Cut capex to USD 20 bn vs previously USD 25 bn 

• Reduction of opex in USD 3 to 4 bn per year 

• Canceled next tranche of share buybacks and cut dividend 

• Material reductions in working capital 

• Increased credit lines to USD 22bn 

• Expects pos-tax impairment between USD 400 to USD 800 mn in 1Q20 

• Continue the divestment program of USD 10 bn of 2019/20 

• Exited Lake Charles LNG terminal project (Louisiana, US) 

• Reduced production at Louisiana refinery due to lower demand 

• Dropped a JV in Russian exploration with Gazprom 

• Delayed USD 1bn natural gas project in North Sea 

• Delayed investment decision in deepwater project in Gulf of Mexico 
 
Main Upstream assets: 

• US: Permian shale and Gulf of Mexico deepwater 

• Malaysia deepwater 

• Alberta:  shale (Canada) 

• Russia: Oil and integrated LNG 

• Brazil pre-salt 

• Pierce: UK sub sea 

• Prelude LNG (Australia) 5.3 mtpa of liquids 

• LNG Canada: 2 trains 14 mtpa (potential for 4 trains); 40% stake 
 
1Q 2020 Earnings: 

• Net loss of USD -24mn (vs USD +6bn in 1Q19); ROACE 4.6% vs 9.2% in 1Q 19; cut dividend 

• Production 3.7 mmboed (-1%); global liquids realized price -19% to $46.53/bbl, natural gas -20% to $4.31/kcf. 

• Integrated gas: CCS earnings $1.8bn (vs $2.7bn in 1Q19), volumes +12%, lower realized prices 

• Upstream: CCS earnings $-863mn (vs $+1.6bn 1Q19), volumes -5% and lower prices; charge of $776mn due to 
weaker Brazilian Real; impairments $416 mn  

• Refining: CCS earnings $2.2bn (vs $1.2bn 1Q19); gain $966mn in commodity derivatives; weaker refining margins, 
higher marketing margins. 

• Chemicals: CCS earnings $146 mn (vs $452 mn 1Q19); weaker margins and lower volumes 

• Completed the sale of Martinez Refinery in US for USD1.2bn 

• For next quarter, Shell may need to reduce production oil & gas. Refineries utilization will drop to 60% to 70%. 

Mkt Cap 

(USD bn)

Annual production 

(mmboe)

Oil mix % of total 

production

Oil & Gas Reserves  

(mmboe)

EBITDA 2019 

(USD bn)

Net Debt / 

EBITDA

Enterprise Value 

/ 12M EBITDA

128.1 1,338 51 11,100 51.6 1.5 4.0

Royal Dutch 

Shell

RDS Refining 

(2019)

Refinery 

intake (kb/d)

Americas 1,117

Europe 875

Asia 517

Oceania 0

Africa 55

RDS Refining 

(2019)

Refinery 

outturn 

(kb/d)

Gasolines 952

Kerosines 417

Gas/diesel oils 818

Fuel oil 223

Other 282

RDS Upstream 

prices (2019)

Oil & Natural 

gas liquids 

avg price 

(USD / bbl)

Natural gas 

(USD / kscf)

Oil & Gas avg 

production 

cost (USD / 

boe)

US 55 2.3 11.8

Canada 46 1.4 11.9

Europe 65 5.6 14.1

Latin America 57 2.3 6.3

Asia 58 2.7 6.3

Oceania 52 8.2 9.2

Africa 65 2.9 8.4

RDS Upstream 

production 

(2019)

Oil & Natural 

gas liquids 

Production 

(kboepd)

Natural gas 

(bn scf)

Oil & Gas 

Reserves  

(mmboe)

US 469 389 1,305

Canada 84 220 846

Europe 156 570 905

Latin America 357 295 1,250

Asia Pacific 634 1,956 5,946

Africa 176 357 844

Source: Company data 
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Description: 

• Integrated French Oil & Gas company 

• Dividend Yield 8.7% 

• ESG: plans to reduce carbon intensity of products sold by 15% in 
2030 and 40% by 2040. 
 
Restructuring due to 2020 oil price decline: 

• Cut capex USD 3 bn to USD <15 bn in 2020  
• Cut opex by USD 800 mn in 2020 

• Suspend USD 2bn of buybacks 

• Company seeked EUR 10 bn in short term financing 
with banks 

• May have to close refineries in Europe due to low 
demand 

• French diesel consumption dropped 75% in last 
week of March 
 
1Q2020: 

• Average liquids price USD 44.4/bbl 

• Gas price USD 3.35/Mbtu, LNG USD 6.32/Mbtu 
 
Main Upstream assets: 

• Russia: 484 kboed 

• UK and Norway: 393 kboed 

• Nigeria: 306 kboed 

• United Arab Emirates: 295 kboed 

• Angola: 232 kboed 

• US & Canada: 209 kboed 

• Republic of Congo: 134 kboed 

• Australia: 106 kboed 

• Argentina: 86 kboed 
 
M&A: 

• April 2020 announced purchase of Tullow Oil’s Uganda assets for USD 575 mn. 
 

 
 
 
 
 
 
 
 
 

Mkt Cap 

(USD bn)

Annual production 

(mmboe)

Oil mix % of total 

production

Oil & Gas Reserves  

(mmboe)

EBITDA 2019 

(USD bn)

Net Debt / 

EBITDA

Enterprise Value 

/ 12M EBITDA

86.0 1,100 55 12,681 32.6 0.9 3.8

Total

Total Upstream 

production (2019)

Hydrocarbon 

Production 

(kboepd)

Hydrocarbon 

Proved 

Reserves  

(mmboe)

Years of 

production 

(estimate)

Europe/Central Asia 1,023 4,795 13

Africa (ex-North) 705 1,946 8

Middle East/North Africa 702 3,202 12

Americas 365 1,917 14

Asia Pacific 219 821 10

Total Upstream (2019)
Hydrocarbon 

Production 

Operating expenses ($/bbl) 5.4

Exploration costs ($/bbl) 1.0

DD&A ($/bbl) 12.9

Avg liquid price ($/bbl) 59.8

Avg gas price ($/Mbtu) 3.9

Total Refining (2019)
Refinery 

capacity 

(kb/d)

Americas 202

Europe 1,437

Asia / ME / Africa 319

Total Refining (2019)
Refinery 

outturn 

(kb/d)

Gasolines 288

Kerosines 187

Gas/diesel oils 672

Heavy  fuel 82

Other 377

Total Marketing & 

Services (2019)

Petroleum 

Product 

Sales (kb/d)

Service 

Stations

Americas 148 1,498

Europe 1,021 5,632

Africa 444 4,568

Middle East 34 889

Asia Pacific 198 2,042

LNG Volumes 34.3 mt
Gas fired power generation 

Europe
2 GW

Renewable power gen. 3 GW

Total Integrated Gas, Renewables 

& Power (2019)

Total Segments (mn USD)
Adj. Operating 

Income
ROACE

Exploration & Production 11,408 8%

Integ.Gas, Renewables & Power 1,644 6%

Refining & Chemicals 2,986 26%

Marketing & Services 2,094 22%

Source: Company data 
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Description:  

• Integrated Oil & Gas company 

• Dividend Yield: 11%. 

• Has a 20% stake in Rosneft 

• Paid in 2019, USD 2.6bn related to oil spills in Gulf of Mexico in 2010, which in total surpasses 
USD 65 bn in legal compensation and clean-up costs. 
 
Restructuring due to 2020 oil price decline: 

• Cut Opex by 25%, and cash cost savings of USD 2.5 bn 
by end of 2021 

• Cut capex to USD 12 bn (-25%) 

• Cut refinery rates in US by 10% to 15% due to low 
demand 

• New USD 10 bn revolving credit line, raising liquidity to 
USD 32bn. 

• USD 7bn new bond issue 

• Downstream in 1Q to be impacted by lower demand of fuel, jet fuel and 
lubricants. 

• Upstream production in 2020 to be lower by around 70 kboe/d than 2019. 
 
Main Upstream assets: 

• Gulf of Mexico: 263 kbd of crude oil 

• Abu Dhabi: 180 kbd  of crude oil 

• Angola: 115 kbd  of crude oil 

• UK: 100 kbd  of crude oil 

• Rosneft (Russia, Canada, Venezuela, Vietnam): 920 kbd  of crude oil 

• Shale US: 2175 mcfd of natural gas 

• Trinidad & Tobago: 1977 mcfd  of natural gas 

• Rosneft: 1279 mcfd  of natural gas 

• Egypt: 952 mcfd  of natural gas 
 
M&A: 

• Acquired BHP US shale assets for USD 10.5bn in 2018, adding 190 kboed, of which 45% liquid hydrocarbons. 

• Completing the sale of Alaska business to Hilcorp by USD 5.6bn. 
 
1Q 2020 earnings: 

• Inventory losses of USD 3.7 bn 

• Recurrent net income loss of USD -628 mn (vs profit USD 2bn in 1Q19) 

• OCF (excld. Oil spill payments) USD 1.2 bn (vs USD 5.9bn in 1Q19) 

• Net debt at end of quarter USD 51.4bn 

• Maintained dividend at USD 0.105 per share and per quarter 

• Production upstream 3715 kboe/d (-2.8% yoy) including Rosneft, refinery throughputs 1806 kb/d (+3.8%) 

• Avg liquids price USD 47.5/bbl (-16% yoy), natural gas USD 2.83/kcf (-30%), total hydrocarb. USD 31.8/bbl (-19%) 

• Avg refining margin USD 8.8/bbl (-14% yoy) 

Mkt Cap 

(USD bn)

Annual production 

(mmboe)

Oil mix % of total 

production

Oil & Gas Reserves  

(mmboe)

EBITDA 2019 

(USD bn)

Net Debt / 

EBITDA

Enterprise Value 

/ 12M EBITDA

74.8 1,380 55 19,340 25.5 2.1 5.1

BP

BP Segments 

(mn USD)
EBIT

Upstream 4,909

Downstream 7,187

Rosneft 2,306

BP Upstream 

production (2019)

Crude Oil 

Production 

(kbd)

Crude oil 

proved 

reserves 

(mboe)

Years of 

crude oil 

(estimate)

Natural 

Gas 

Production 

(mcfd)

Natural 

Gas 

reserves 

(bcf)

Years of 

Natural 

Gas 

(estimate)

UK 100 406 11 129 700 15

US 400 1,905 13 2,358 8,458 10

Africa 156 196 3 1,138 1,905 5

Americas (ex-US) 31 230 20 2,293 4,427 5

Russia 955 6,415 18 1,279 19,656 42

Asia Pacific 360 1,629 12 1,762 10,457 16

BP Upstream prices 

(2019)

Crude Oil avg 

price 

(USD/bbl)

Natural gas 

liquids 

(USD/bbl)

Natural gas 

(USD / kscf)

Oil & Gas 

avg 

production 

cost (USD / 

boe or 

kscf)

UK 65 30 4.0 13.2

Rest of Europe 65 - 5.0 12.5

US 59 15 1.9 8.5

Rest of North America 41 - - 13.4

South America 63 26 2.8 3.4

Africa 64 32 4.6 8.0

Russia 57 - 1.8 3.1

Rest of Asia 64 - 4.0 5.2

Australasia 60 38 6.9 2.3

BP Average 62 18 3.4 6.8

BP Marketing & 

Services (2019)

Refinery 

throughput 

(kb/d)

Service 

Stations

US 737 7,200

Europe 787 8,200

RoW 225 3,500

Source: Company data 
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Description: 

• Integrated oil & gas company 

• Dividend Yield: 10%. 

• Expects a 3.5% average annual growth in production until 2025 

• Gas share of production expected to reach 60% in 2030 and 85% in 2050.  

• Expects LNG volumes to reach 16 MTPA in 2025 

• Expects 3GW of installed capacity in renewables until 2023 and 5GW by 
2025, with investments of EUR 2.6 bn. 
 
Restructuring due to 2020 oil price decline: 

• Cut capex in EUR 2.3 bn for 2020 (-30%), and 
similar value for 2021 

• Cut opex in EUR 600 mn 

• Suspend buybacks in 2020 

• Lower production between 1.75 – 1.80 
mboe/d in 2020  

• Expects avg Brent oil price of USD 45/bbl in 
2020 and USD 55/bbl in 2021  

• Expects refining margin to drop 18% in 2020 
 
Main Upstream assets: 

• Italy 

• Norway and UK 

• Algeria, Lybia and Tunisia 

• Egypt 

• Angola, Congo, Ghana and Nigeria 

• Kazakhstan 

• Indonesia, Iraq, Pakistan, Turkmenistan, UAE 

• Gulf of Mexico, Alaska, Texas 

• Venezuela 
 
1Q 2020 earnings: 

• Hydrocarbon production: 1774 kboe/d (-4% yoy) 

• Average brent price: USD 50.26 /bbl (-20% yoy) 

• Average liquids price: USD 43.58/bbl (-25% yoy) 

• Average natural gas price: USD 4.28 /kcf (-24% yoy) 

• Refining margin: USD 3.6 /bbl 

• Adjusted operating profit: EUR 1307 mn (-44% yoy) 

• Net profit: EUR -2.9bn vs 1Q19 EUR +1.1bn 

• E&P op. profit: EUR 1037 mn (-55%) 

• G&P op. profit: EUR 431 mn (+29%) 

• R&M and Chemicals op. profit: EUR 16 mn (vs EUR -18mn yoy) 

• Worlwide natural gas sales 16.75 bcm (-21%) 

• EUR 1.7 bn in inventory losses in refining 

Mkt Cap 

(USD bn)

Annual production 

(mmboe)

Oil mix % of total 

production

Oil & Gas Reserves  

(mmboe)

EBITDA 2019 

(USD bn)

Net Debt / 

EBITDA

Enterprise Value 

/ 12M EBITDA

33.9 683 48 7,268 16.3 1.2 3.3

Eni

ENI Upstream (2019)
Hydrocarbon 

Production 

Operating expenses ($/bbl) 6.4

Exploration costs ($/bbl) 15.5

Profit ($/bbl) 5.1
Avg. Hydrocarbon price 

($/bbl) 43.5

ENI Upstream (2019)
Liquids 

production 

(mmbbl)

Liquids 

proved 

reserves 

(mmbbl)

Natural gas 

production 

(bcf)

Natural gas 

proved 

reserves 

(bcf)

Hydrocarbons 

production 

(mmboe)

Hydrocarbons 

proved 

reserves 

(mmboe)

Hydrocarbons 

reserves in 

years(mmboe)

Italy 19 194 137 752 45 333 7

Rest of Europe 35 465 130 1,034 60 656 11

North Africa 61 480 419 2,752 138 990 7

Egypt 27 264 551 5,191 129 1,225 9

Sub-saharan Africa 93 704 262 4,390 141 1,516 11

Kazakhstan 36 746 100 1,969 55 1,108 20

Rest of Asia 32 491 184 1,349 66 742 11

Americas 21 256 94 1,888 38 603 16

Oceania 1 1 51 507 10 95 10

Gas sales 73 bcm
Gas sales (in Italy) 37.9 bcm

LNG Volumes 10 bcm
Installed capacity Power 

plants
4.7 GW

Electricity sold 39.5 TWh

ENI Gas & Power (2019)

Italy 5.4
Russia 24.7
Algeria (incl. LNG) 6.7

Libya 5.9
Netherlands 4.1
Norway 6.4
Others 19.8

ENI natural gas supply bcm 

(2019)

ENI Refining (2019)
Refinery 

sales 

(mmtonnes)

Gasoline 3.2

Gasoil 10.4

Jet Fuel 2.2

LPG 1.1

Bunker 0.8

Other 1.4

ENI Segments (mn EUR)

Adj. 

Operating 

Income

Capex

Exploration & Production 8,640 6,996

Gas & Power 654 230
Refining & Marketing and 

Chemicals -48 933
Corporate and other 

activities
-624 231

Wind/solar capacity (MW) 167.0
Renewables production 

(GWh)
66.9

Ground water treatment 

(mmcm)
30.7

Waste Disposed (mmtonnes) 2.0

ENI Other activities (2019)

Source: Company data 
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Description: 

• Integrated oil & gas, producing 2074 kboe/d, mainly in Norway 

• Cut dividend by 67%. Dividend yield: 2.8%. 

• Renewable energy production of 1.8 TWh 
 
Restructuring due to 2020 oil price decline: 

• Cut costs and capex by USD 3bn 

• Cut dividend by 67% to USD 0.36 per share 

• Suspended buyback program 

• Issued USD 5bn in bonds 

• Norway may decide to cut production in line with 
OPEC+ deal 
 
Main Upstream assets: 

• Norway and North Sea assets 

• Appalachian shale field in US Pennsylvania 

• Brazil: Roncador and other fields 

• Angola: Block 17 with 4 FPSOs 

• Algeria 

• Azerbaijan 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

 

 
 

Mkt Cap 

(USD bn)

Annual production 

(mmboe)

Oil mix % of total 

production

Oil & Gas Reserves  

(mmboe)

EBITDA 2019 

(USD bn)

Net Debt / 

EBITDA

Enterprise Value 

/ 12M EBITDA

40.4 757 53 6,004 18.9 0.8 2.9

Equinor

Equinor Segments (mn USD)

Net 

Operating 

Income

Capex

Exploration & Production 8,831 1,855
Marketing Midstream & 

Processing
1,004 600

Other (includes renewables) 92 -

Equinor 

Upstream 

(2019)

Liquids 

production 

(kboe/d)

Liquids 

proved 

reserves 

(mmboe)

Natural gas 

production 

(mmcm/d)

Natural gas 

proved 

reserves 

(bcm)

Hydrocarbons 

production 

(kboe/d)

Hydrocarbons 

proved 

reserves 

(mmboe)

Hydrocarbons 

reserves in 

years(mmboe)

Norway 535 1,716 111 406 1,235 4,269 9

Americas 279 816 29 67 461 1,241 7

Africa 137 155 4 7 165 198 3

Eurasia 29 224 3 12 45 296 18

Equinor production and prices 

(2019)
Hydrocarbon

Oil&Gas production (kboe/d) 2,074

Proved Oil&Gas reserves (mmboe) 6,004

Years of reserves (estimate) 7.9

Production costs ($/bbl) 5.3

Avg. Brent oil price ($/bbl) 64.3

Avg. Gas price Europe ($/mmBtu) 5.8
Avg. Gas price North America 

($/mmBtu)
2.4

Refining margin ($/bbl) 4.1

Equinor prices by 

region (2019)

Crude Oil avg 

price 

(USD/bbl)

Natural gas 

liquids 

(USD/bbl)

Natural gas 

(USD / mmbtu)

Norway 64 33 5.8

Eurasia 61 - 4.6

Africa 64 30 5.5

Americas 56 17 2.4

Equinor Refining (2019)
Refinery 

throughput 

(mmtonnes)

Mongstad (Norway) 10.5

Kalundborg (Denmark) 5.0

Tjeldbergodden (Norway) (82% stake) 0.9

Wind/solar capacity (GW) 1.3

Renewables production (TWh) 1.8

Equinor Other activities (2019)

Source: Company data 
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Oil & Gas glossary 
 
 
 
 
 
 
 
 
 
 

 
 
 
 

bbl barrels

kbbl thousand barrels

mmbbl million barrels

boe barrels of oil equivalent

kboe thousand barrels of oil equivalent

mmboe million barrels of oil equivalent

kscf thousand standard cubic feet 

mmscf million standard cubic feet

bscf billion standard cubic feet

mmBtu million British thermal units

scm standard cubic meters

kcm thousand cubic meters

mmcm million cubic meters

bcm billion cubic meters

MW Megawatt

GW Gigawatt

TW Terawatt

Abbreviation of oil & gas metrics

1 barrel 42 US gallons

1 barrel 159 liters

1 boe 1 barrel of crude oil

1 boe 159 scm of natural gas

1 boe 5612 scf of natural gas

1 boe 0.0837 tonnes of NGLs

1 scm 35.3 cubic feet

1 scf 0.0283 scm

1 scf 1000 Btu

Conversion measurements

API gravity
Measure of how heavy or light a petroleum liquid is compared to water. If its API gravity is greater than 10, it is 

lighter and floats on water. The lighter the crude the higher its API and, typically, its value.

EPC Engineering, Procurement and Construction

FLNG Floating Liquified Natural Gas vessel

FPSO

Floating Production Storage and Offloading, a vessel which is designed to receive hydrocarbons produced by 

itself or from nearby platforms or subsea template, process them, and store oil until it can be offloaded onto a 

tanker or transported through a pipeline.

FOB
Free on Board, the seller provides the crude with all the loading costs paid for but the buyer takes responsibility 

for shipping.

Gearing Ratio Total debt divided by total equity.

Heavy Oil
Highly-viscous oil that cannot easily flow to production wells under normal reservoir conditions and, therefore, 

it is typically cheaper.

LNG Liquified Natural Gas.

LPG Liquid Petroleum Gas (byproduct of crude refining often known as propane or butane).

Netback Sale price of a barrel of oil minus all costs associated with it (including transportation, royalties, etc.)

Plateau A period of continuous peak production before depletion starts setting in.

Sweet Oil
Contains small amounts of hydrogen sulfide and carbon dioxide and is, therefore, more valuable. Typically 

used to refine gasoline.

Refining Margin
The difference in value between the average products produced by a refinery and the value of the crude oil 

used to produce them.

Royalties Entitlement of the landowner (usually a government or country) entitled to a share of the production.

Recycle Ratio Profit per barrel divided by cost of finding and developing it.

Oil & Gas common used terms
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DISCLOSURES 

• Banco de Investimento Global, S.A. is an institution registered on and regulated by the Bank of Portugal and by the Portuguese Securities Market 
Commission, the two main entities that regulate financial activities in Portugal.  
 

• BiG has a Code of Conduct, applicable to all its employees that carry out activities as financial analysts, with the aim to ensure the continuation of the 
accuracy, competence and excellence that characterize its institutional image. This document is available for external consultation, if required.  
 

• The analysts in BiG’s Research Team do not, and will not, receive any kind of compensation in the scope of the regular carrying out of its 
recommendations, which reflect strictly personal opinions. 
 

• There isn’t a predefined coverage policy in regards to the selection of stocks that are subject to investment recommendations.   
 

• Clarification of the qualitative terms implied in the recommendations: 
o Buy, expected absolute return above 15%; 
o Accumulate, expected absolute return between +5% and +15%; 
o Hold/Neutral, expected absolute return between -5% and +5%; 
o Reduce, expected absolute return between -5% and -15%; 
o Sell, expected absolute return below -15%; 
The investment framework aforementioned is merely indicative and not globally strict.  
 

• Unless otherwise specified, the price-targets of the investment recommendations issued by BiG’s Research Team are valid for 12 months. 
 

• The update of the investment recommendations models and respective price-targets will occur, usually, in a period of 6 to 12 months. 
 

• For more information please see our Disclaimer document online in this link,  https://big.pt/InformacaoMercados/AnalisesBig/Outros , or please contact 
research@big.pt. 
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