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The market is not buying it
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The price of Brent oil bottomed at US$ 45.25/ bbl on 26-January 2015. By 17-
February, Brent was pushing back up over US$ 61/ bbl (+35.3%). Brent [Stock d
remained at this US$ 60/ bbl level through early March 2015. Despite the |~ @
35.3% uptick in oil price CNOOC's share price rose only 5.12% (vs. -0.5% HSI)  Market cap (HKDm) 458,733
over the same time period and has since settled back down to pre-26-January  Market cap (USDm) 59,081
levels. Evidently, the market does not currently believe in US$ 60/ bbl Brent. Shares outstanding (m) 44,623.9
What will it take? Major shareholders CNOOC (71%)
If Brent were to rally to US$ 70/ bbl, would that get CNOOC's share price t0  ree fioat (%) 22
levitate? Given the dramatic decline in US oil rig-counts since July 2014 (Bbrg Ava daily value traded 967
symbol: BAKEOIL Index), the IEA in its February 2015, Medium-Term Oil (UgDm)y ’
Market Report 2015, suggested that “the dramatic (US) inventory build of the Source: Deutsche Bank
last few months grinds to a halt as early as mid-2015 and markets start
tightening appreciably. Nonetheless, this is not what we have seen in the US  [key data
shale gas markets. Gas rig counts in North America collapsed mid-2008, and g 19/31 2013A  2014E  2015E
production continues to grow today with current Henry Hub gas prices of US$ Sales (CNYm) 284622 264074 181391
2.66/ mmBtu reflecting an over supplied market. How long might it take? Net Profit 55 2'26 2 50 5641 15 0'72 7
(CNYm)
Figure 1: CNOOC Ltd share price Figure 2: US natural gas production DB EPS (CNY) 1.24 1.13 0.34
gains vs. recent oil price gains vs. rig count - PER (x) 9.6 73 246
Yield (net) (%) 3.7 4.1 1.2
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The views expressed above accurately reflect the personal views of the authors about the subject companies and
its(their) securities. The authors have not and will not receive any compensation for providing a specific
recommendation or view. Deutsche Bank does and seeks to do business with companies covered in its research
reports. As a result, investors should be aware that the firm may have a conflict of interest that could affect the
objectivity of this report. Investors should consider this report as only a single factor in making their investment
decision. FOR OTHER IMPORTANT DISCLOSURES PLEASE VISIT
http://gm.db.com/ger/disclosure/Disclosure.eqgsr?ricCode=0883.HK MCI (P) 148/04/2014.




