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The content of this presentation is proprietary and confidential information of SME Bank Berhad. It is not intended to be distributed to any third party without the written consent of SME Bank Berhad.

Industry Focus:
OIL & GAS

Prepared by:
Lynette Lee
Toh Wel Liang

SMEBank-SCEA@smebank.com.my

(603) 2615

DX

|

Dasar Keusahawanan Nasional
“Negara Keusahawanan Unggul 2050°

KEMENTERIAN PEMBANGUNAN w
USAHAWAN DAN KOPERASI

MINISTRY OF ENTREPRENEUR DEVELOPMENT AND COOPERATIVES

-\ Bersama
§\'/% Hentikan

= Wabak
ZN- COVID-19

4



mailto:SMEBank-SCEA@smebank.com.my

Industry Focus: 0\ *e2ss SME

o
Oil & Gas (1/3) Positive Outlook : EﬁNK

The Russia-Ukraine tensions and supply shortages due to the reopening of economies have driven up global crude oil prices (Jan 2022
average: USD85.3/barrel). Increased capital expenditures (CAPEX) by Petronas at RM40 - 45 bil each year over the next 5 years (2020:
RM33.4 bil) implies a brighter outlook, though investment is still below pre-pandemic levels (2019: RM47.8 bil).

Extraction of Crude Petroleum Positive
Support Activities for Petroleum and Natural Gas Extraction Positive

Global oil production in 2020 Recent developments

- Higher fuel prices, due to the abolishment of price cap, sparked a 1-week protests in
Kazakhstan on 2 Jan. Moscow-led troops were dispatched to quell unrest. By mid-Jan, oil
34.7 Market share (%) production rebounded strongly, indicating that output has fully restored.

- Russia has deployed a large troop near Ukraine's border, stoking invasion concerns. As a
result, the Nord Stream 2 pipeline connecting Russia and Germany has not started

18.6 operations. This could mean a prolonged period of high gas prices for Europe.
121 13.8 - The Yemen’s Houthi movement launched drone & missile strikes on the UAE’s fuel trucks
: and killed 3 people. Although damage to oil facilities was minor, possibility of more supply
58 424 3.4 disruptions could happen should tension in the region escalate.
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O © @ P @ D &S L 2D © + Despite short-term headwinds that elevates oil prices, OPEC expects oil demand to
OQ((’ N Qg?% O,bo’o ~ 2 (S{pé' 0’5\ o 6000% (&@%/\@@\ O~®Q’ rise in 2022 (+4.15 mil bpd) to 100.8 mil bpd, surpassing pre-Covid levels (=97 mil bpd).
@4’ S + Petronas plans to boost domestic spending to 55% of CAPEX, which will benefit local
O&G players and its related service providers.
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Oil & Gas (2/3) Positive Outlook ® EﬁNK

« Under the 12t Malaysia Plan, the government has pledged to achieve carbon neutral by 2050.

* In the face of a long-term renewable energy transition, natural gas offers a cleaner temporary energy choice than R HK 12
other fossil fuels. It emits 45-55% lower greenhouse gases than coal during power generation. i =

- In Malaysia, 19 natural gas projects are anticipated to begin operations between 2021 and 2025. Kasawari, Jerun, and N CANCR MG AT REMABE

B14 are 3 of the key projects and are forecast to contribute about half of the country's natural gas production by 2025.

_ Natural Gas Production (% share
Global Natural Gas Production (%o )
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Oil & Gas (3/3) Positive Outlook croUP

« The banking industry’s SME financing extended to the Mining & Quarrying sector registered a 7.8% y-o-y growth as at Nov 2021, mainly due
to low base effect, bucking the contraction trend (2017-2019: -11.2%).

« With global oil demand projected to surpass pre-pandemic levels in the medium term, financing needs for O&G projects are expected to grow.

Mining & Quarrying Oil Outlook
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*US Energy Information Administration’s (EIA) forecast
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DISCLAIMER

SME BANK has exclusive proprietary rights in the data or information provided herein. This document is the property of SME BANK and is
protected by Malaysian and international copyright laws and conventions. The data and information shall only be used for intended purposes
and not for any improper or unauthorised purpose. All information contained herein shall not be copied or otherwise reproduced, repackaged,
transmitted, transferred, disseminated, redistributed or resold for any purpose, in whole or in part, in any form or manner, or by any means
or person without SME BANK'’s prior written consent.

This research report provides general information only. Neither the information nor any opinion expressed constitutes an offer or an
invitation to make an offer, to buy or sell any securities or other investment or any options, futures or derivatives related to such securities
or investments. It is not intended to provide personal investment advice and it does not take into account the specific investment objectives,
financial situation and the particular needs of any specific person who may receive this report. Investors should seek financial advice regarding
the appropriateness of investing in any securities, other investment or investment strategies discussed or recommended in this report and
should understand that statements regarding future prospects may not be realised. Investors should note that income from such securities
or other investments, if any, may fluctuate and that price or value of such securities and investments may rise or fall. Accordingly, investors
may receive back less than originally invested. Past performance is not necessarily a guide to future performance. Any information relating to
the tax status of financial instruments discussed herein is not intended to provide tax advice or to be used by anyone to provide tax advice.
Investors are urged to seek tax advice based on their particular circumstances from an independent tax professional.

Any opinion, analysis, observation, commentary and/or statement made by SME BANK are solely statements of opinion based on
information obtained from sources which SME BANK believes to be reliable and therefore, shall not be taken as a statement of fact under
any circumstance. SME BANK does not and is in no position to independently audit or verify the truth and accuracy of the information
contained in the document and shall not be responsible for any error or omission or for the loss or damage caused by, resulting from or
relating to the use of such information. Analysts based in SME BANK offices produce research on macroeconomics, equities, fixed income,
currencies, commodities and portfoliostrategy.

SME BANK and its affiliates, subsidiaries and employees shall not be liable for any damage or loss arising from the use of and/or reliance on documents
produced by SME BANK or any information contained therein. Anyone using and/or relying on SME BANK document and information contained therein
solely assumes the risk in making use of and/or relying on such document and all information contained therein and acknowledges that this disclaimer
has been read and understood, and agrees to be bounded by it.
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