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Macro Market Environment

 Strong global growth

 Multiple years of excellent equity market returns

 Huge cash balances around the world

 Volatility expanding

Trade and geopolitical risks

 Interest rates rising

 “Safety trade” not clear

 Global “sell Canada” theme (equity/debt)

 Negative sentiment around energy



RBC Capital Markets3

Equity Market Environment
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 Investor energy holdings 

are at historic lows

 If buying energy, focus is 

on large cap and U.S. 

companies

 Don’t need to own energy

Source: Factset

+75%

+13%

-37%
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Over time, oil prices have 

had years of relative 

stability (volatility was 

often linked to conflict)

During periods of 

stability, the world 

benefitted from excess 

supply and production 

controls (OPEC/Texas 

Railroad Commission)
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Recession

Oil Price Outlook 
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US$1.64
Chicago

US$2.66

Dawn

US$2.65

Henry 

Hub

US$2.81

Permian

US$1.49

Natural Gas Prices at 

Different Hubs

Gas Price Outlook 

Historic Forecast

Source:  Bloomberg, ARC Energy Charts

Strip: $2.64-$3.03

Historic Gas Trends

Henry Hub – US$/MMbtu

Gas prices in North 

America have fallen 

as unconventional 

resources have 

proven their scale 

and break-evens

Producers have had 

to manage market 

access and 

associated gas

Upside in price 

outlook if/as gas 

realizes global pricing
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Global Demand for Hydrocarbons Remains Strong

Global Oil Demand – MMboe/d Global Gas Demand – Bcf/d
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Despite 

headlines, oil 

and gas 

demand is 

projected to 

remain strong 

to 2040

Source: EIA

+43%
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Crude Oil

U.S. is Capturing a Larger Portion of Oil & Gas Market Growth

U.S. Oil & Gas Production 

Today: ~6.5 MMboe/d

1990: 

~3.6 MMboe/d
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Oil Sands

Source: EIA, ARC Energy Charts

Natural Gas

2.4
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Canadian Oil & Gas Production

12.3

10.5

1990: 

~16.0 MMboe/d

Today:

~22.8 

MMboe/d
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Investors Are Not Looking to Invest in Canada

Operating Environment Canadian E&P Issuances – C$Bn

Tax

Regulatory Burden

Uncertainty

Access to Markets

Quality of Resource

Flow of Capital

Source: Dealogic

E&P Energy Infrastructure
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Negativity is Significant but Canada has Managed Change Before

1950

1970

1990

2000

2010

2020

1950s – 1980s Dominance of the Majors

1970s – 1990s Rise of Canadian Independents

1990s – 2000s Trusts / Oil Sands / Majors / JRs

Mid 2000s –

2014

Resource Era

Mega-projects (Oil and Gas)

Foreign Capital

2015-2017

Asset Sales; Portfolio Realignment

Supply Cost Focus

Capital Reductions

Select Consolidation

Current

Profitable Growth

Best in Class / Scale

North American Outlook / Access to 

Markets

Upstream 

Oil & Gas

Energy

Infrastructure

Oilfield 

Services
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Upstream – Oil Sands and Unconventional Resources Key to Sector 

> $300 Billion Combined EV

 >6.5 MMboe/d of production (2017)

 >$100 Billion of revenue (2017)

 >$20 Billion capital spending (2017)

 >$20 Billion of sustaining and 

operating costs

Source: Factset

Domestic 
Public, 73%

Super Major 
/ U.S. 

Public, 10%

Foreign, 8%

Private, 9%

Breakdown of Canadian Production
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25,811

13,216

4,603
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Oilfield Services Sector Relevant and Evolving

> $12 Billion Combined EV

Source: CAPP Handbook

New Wells Drilled (>$100MM)

Capital Cost per Well – C$MM/well

$0.9

$2.1 $2.5

2006 2014 2016

Managing through evolution of 

service work

Sector had excess capacity in 

select areas

New normal is in the field

Wages back to historic levels

Difficult to get employees
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$87

2007 2017

Canada is Home to Leading North American Midstream Companies

Enterprise Value – C$Bn

$50 billion of 

identified growth 

projects

2007 2018

Source: Factset

~$300
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Upstream Sector Getting More Efficient and Consolidating

Public Canadian Energy Companies

E&P Capital Expenditures – C$Bn

# of 

Employees
Production

2007

Pengrowth 568 87 mboe/d

Penn West 1,850 165 mboe/d

2018

7G 179 175 mboe/d

Tourmaline 429 242 mboe/d

Illustrative Efficiency

$74 $79
$57

$43 $46

'13 '14 '15 '16 '17E

271

179

120

2010 2014 Current

Source:  Bloomberg 
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Alberta – Adjusting to a New Reality

 Significant growth in public sector and jobs 

related to government spending

 Alberta has stabilized after facing material 

challenges

 Population growth is positive (migration 

has stopped) 

 Growth data looks strong, but the economy 

is coming off a weak base

 Alberta remains well positioned for the 

long-term 

− Lowest debt to GDP among provinces

− Highest income rates in Canada

− Skilled young workforce

Cultural story of taking risk and creating value
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~$51Bn Incremental

Debt by 2021
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Where to from here….

UpsideDownside Manage and Maintain 

 Head offices move to the 

United States

 Regulatory burdens limit 

market access

 Further capital erosion

 Loss of social support for 

the energy sector

 Debt/housing issues impact 

Canada

 Maintain new normal

 Upside in evolving energy 

plays (Duvernay/East Shale)

 Economic diversification

 Technology success in oil 

sands

 LNG 

 Investor sentiment/capital 

flows

 Market access

 Commodity prices

 Economic diversification 

 Energy sector needs partners to share risk

 Flexibility/innovation are new requirements

 Limited new energy names  Incumbents are key players

Other Real Estate Considerations
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Disclaimer (Canada)

This presentation was prepared exclusively for the benefit and internal use of the recipient for the purpose of considering the transaction or transactions contemplated 

herein. This presentation is confidential and proprietary to RBC Capital Markets and may not be disclosed, reproduced, distributed or used for any other purpose by the 

recipient without our express written consent.

The information and any analyses contained in this presentation are taken from, or based upon, information obtained from the recipient or from publicly available sources, 

the completeness and accuracy of which has not been independently verified, and cannot be assured by RBC Capital Markets. The information and any analyses in these 

materials reflect prevailing conditions and our views as of this date, all of which are subject to change.

To the extent projections and financial analyses are set forth herein, they may be based on estimated financial performance prepared by or in consultation with the recipient 

and are intended only to suggest reasonable ranges of results. The printed presentation is incomplete without reference to the oral presentation or other written materials 

that supplement it.

Any calculations or value ranges indicated herein (i) are preliminary and should not be construed as opinions of RBC Capital Markets or their individual members as to 

value, fair market value, or prices at which a transaction would be considered fair from a financial point of view, and (ii) have not been subject to the processes that we 

apply to fairness opinions and valuations, including our due diligence process and our internal opinion review process and, accordingly, must not be considered to 

constitute a valuation, formal valuation, appraisal, professional opinion, or fairness opinion as contemplated under IIROC Rules 29.14 to 29.25 or Multilateral Instrument 61-

101 and must not be relied upon or disclosed as constituting such a document or opinion. 

Employees of RBC Capital Markets are expressly prohibited from offering directly or indirectly a specific price target, or offering or threatening to change research, a rating 

or a price target, to a company as inducement for the receipt of business or compensation.


