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State of the E&P Market
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What a Difference a Month Makes

Oil Bouncing Back Supply/Demand Fundamentals

Market Recovering, too
Total Return Since June 1, 2019
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Source: FactSet, Bloomberg.

(1) Permian peer group: CPE, CDEV, XEC, CXO, FANG, ESTE, HK, JAG, LPI, MTDR, PE, PXD; Majors: BP, CVX, E, XOM, RDS.A, EQNR, 

TOT.



Apathy is at an All-Time High

 Frustrated with underperformance

 Energy not relevant in growth indices (<1%)

 The “New World” (RETURNS >> GROWTH) likely 

here to stay
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Investor Sentiment Today S&P Energy Weightings
Energy Weighting in the S&P Halved in ~5 Years

Scale: >$5Bn

 Slow Growth: ~10%

 CF+: Paying Dividend

 BS: <1.5x debt/EBITDA

The Optimal E&P Company
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Source: FactSet, Bloomberg.

($ in millions unless otherwise noted)
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Why Are Investors So Angry?

E&P vs. S&P
Current Value of $100 Invested at T=0

Relative Equity Performance
Indexed to September 2014 

Relative Equity Performance
Indexed to January 2019
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S&P 500 XOP AMZ XOIXOP S&P 500
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Source: FactSet, Bloomberg.
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US E&P: Are We Efficient, or Just Destroying Capital?
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Market Comparison(1) US Production Growth Chart
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2012 2019(2)

Combined EV ($Bn) $517 $526

Combined EBITDA ($Bn) $120 $102

Combined G&A ($Bn) $71 $94

US Production (MMbbl/d) 6.5 12.45

Oil Price $94.18 $55.42

Rig Count(3) 1,879 940

___________________________________________________

Source: FactSet, Bloomberg.

(1) 53 public companies: CPE, CDEV, XEC, CXO, FANG, ESTE, HK, JAG, LPI, MTDR, PE, PXD, COP, EOG, OXY, APA, CRC, CRZO, CLR, 

DNR, DVN, ECA, HES, MRO, MUR, NBL, PDCE, QEP, SM, WPX, CHK, CRK, GPOR, RRC, CHAP, CLR, DVN, MRO, ROAN, AR,COG, CNX, 

MR, EQT, SWN, NOG, OAS, WLL, EPE, MGY, PVAC, SBOW, BCEI, XOG, HPR, and SRCI.

(2) EIA 2019 forecast as of June 2019.

(3) TPH Research horizontal and vertical rigs. 

Upstream companies generated cumulative cash flows 

of ($114Bn) from 2012-2018



Growth at Any Cost (2012-2018)
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Source: FactSet, Bloomberg.

Capex ($Bn) FCF ($Bn) U.S. Upstream ECM ($Bn) U.S. Upstream DCM ($Bn)
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Valuations Today (vs. a Year Ago)

Assets Are Cheap
EV/EBITDA: June 2018 vs. June 2019

Disconnect with NAV
Market Cap as a % of NAV(1)
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Source: IHS, Dealogic.

(1) TPH Research.

Historic Trading Range: 70-80%
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Avg EV Current Div Yield 2020 EBITDA Growth YE 2020 Leverage
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What’s Driving Valuations Today

Summary of Factor Relationships with Valuation
Correlation with EV/EBITDA for SMID and Large Cap E&Ps
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EV/EBITDA vs. EV
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Source: FactSet as of 6/7/2019.
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M&A Activity Nearing All-Time Lows
Cumulative Transaction Volume ($Bn)

($ in billions)

___________________________________

Source: IHS, Dealogic.

Note: U.S. resource transactions greater than $50 million. 
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stock)

$61.7 

$73.8 

$28.7 

$4.7 

$61.7 

$0

$10

$20

$30

$40

$50

$60

$70

$80

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

2011-17 Average 2018 2018 Excluding Corp. M&A 2019 Excluding Corp. M&A 2019

$61.7 

$0

$10

$20

$30

$40

$50

$60

$70

$80

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec



Upstream Corporate M&A Activity
Public-to-public Transactions Since 2009
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2010-2018 Average: 2 transactions; $13Bn

_______________________

Source: IHS and Dealogic. 

Note: Excludes transactions that announced but failed to close.

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

# Transactions 2 3 2 2 1 3 1 1 2 5

E&P Index Annual 

Absolute Return
43.7% 12.8% (8.1%) 0.7% 27.0% (14.0%) (36.2%) 31.5% (8.7%) (4.8%)

E&P Annual Return Relative 

to S&P 500
20.2% 0.1% (6.2%) (12.8%) (2.6%) (25.4%) (35.5%) 22.0% (28.1%) (6.8%)

Prompt vs. 24-Month 

Forward WTI Spread ($/Bbl)
$15.81 $8.76 $2.83 ($1.72) ($8.39) ($12.12) $8.72 $7.97 $1.18 ($6.72)

MPO/AMPY
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Bread & Butter A&D Grinding to a Halt

Transaction Activity by Year (# of Deals)

E&P Transactions by Basin
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Source: IHS and Dealogic. 

Note: All charts exclude recent Corporate M&A transactions. U.S. resource transactions greater than $50 million.
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$27,549/acre 

$8,096/acre 

$11,936/acre 

($5,238/acre)

Permian DJ
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Why is the Market in Gridlock?

Capital Markets have Dried Up Markets Under-Valuing Acreage

 Buyer’s limited ability to fund

 Market not valuing long-term inventory

 Cash is precious

 Sellers not distressed yet (like 2015-16)

 Bid-Ask spreads still significant

 Corporate M&A makes sense…but it’s hard
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Follow-on IPO
July 2018 July 2019

___________________________________________________

Source: FactSet, Bloomberg, and IHS.



The Bull Case for Oil…It’s Simple
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The Bull Case for Oil…Simplified

 Remember, this is a CYCLICAL business

 It’s all about VOLATILITY

 Global Demand: growth rate slowing; but not

contracting

 U.S. Supply: nearly impossible to sustain recent 

growth
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Source: Factset, EIA.



Tudor, Pickering, Holt & Co. is an integrated energy investment and

merchant bank, providing high quality advice and services to

institutional and corporate clients. Through the company’s two broker-

dealer units, Tudor, Pickering, Holt & Co. Securities, Inc. (TPHCSI) and

Tudor Pickering Holt & Co Advisors LP (TPHCA), members FINRA,

together with affiliates in the United Kingdom and Canada, the company

offers securities and investment banking services to the energy

community. Perella Weinberg Partners Capital Management LP is an SEC

registered investment adviser that delivers a suite of energy investment

strategies.

The firm, headquartered in Houston, Texas, has approximately

170 employees and offices in Calgary, Canada; Denver, Colorado; New

York, New York; and London, England.

Contact Us

Houston (Research, Sales and Trading): 713-333-2960

Houston (Investment Banking): 713-333-7100

Houston (Asset Management): 713-337-3999

Denver (Sales): 303-300-1900

Denver (Investment Banking): 303-300-1900

New York (Investment Banking): 212-610-1660

New York (Research, Sales): 212-610-1600

London: +011 44(0) 20 7268 2800

Calgary: 403-705-7830

www.TPHco.com

Copyright 2019 — Tudor, Pickering, Holt & Co.

Tudor, Pickering, Holt & Co. does not provide accounting, tax or legal

advice. In addition, we mutually agree that, subject to applicable law, you

(and your employees, representatives and other agents) may disclose any

aspects of any potential transaction or structure described herein that are

necessary to support any U.S. federal income tax benefits, and all materials

of any kind (including tax opinions and other tax analyses) related to those

benefits, with no limitations imposed by Tudor, Pickering, Holt & Co.

The information contained herein is confidential (except for information

relating to United States tax issues) and may not be reproduced in whole or

in part.

Tudor, Pickering, Holt & Co. assumes no responsibility for independent

verification of third-party information and has relied on such information

being complete and accurate in all material respects. To the extent such

information includes estimates and forecasts of future financial performance

(including estimates of potential cost savings and synergies) prepared by,

reviewed or discussed with the managements of your company and/ or other

potential transaction participants or obtained from public sources, we have

assumed that such estimates and forecasts have been reasonably prepared

on bases reflecting the best currently available estimates and judgments of

such managements (or, with respect to estimates and forecasts obtained

from public sources, represent reasonable estimates). These materials were

designed for use by specific persons familiar with the business and the

affairs of your company and Tudor, Pickering, Holt & Co. materials.

Under no circumstances is this presentation to be used or considered as an

offer to sell or a solicitation of any offer to buy, any security. Prior to

making any trade, you should discuss with your professional tax, accounting,

or regulatory advisers how such particular trade(s) affect you. This brief

statement does not disclose all of the risks and other significant aspects of

entering into any particular transaction.

Tudor, Pickering, Holt & Co. operates in the United Kingdom under the

trading name Perella Weinberg Partners UK LLP (authorized and regulated by

the Financial Conduct Authority), and in Canada through its affiliate, Tudor,

Pickering, Holt & Co. Securities – Canada, ULC, located in Calgary, Alberta.

About The Firm 

Disclosure Statement 
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