SECTOR UPDATE &3 BOBCAPS

TRUST | INNOWVATION | EXCELLEMCE

OIL & GAS 04 January 2024

Takeaways from global LNG channel checks

Kirtan Mehta, CFA | Yash Thakur

= Global LNG prices showing initial signs of easing; improved availability
research@bobcaps.in

likely to make the fuel competitive for Indian buyers

= Worldwide LNG supply on track to improve 12% over two years and
close to 40% by 2030

= We highlight GUJS (BUY, TP Rs 370) and IGL (BUY, TP Rs 550) as key

beneficiaries of potential improvement in India’s gas consumption

We summarise key takeaways from our channel checks with global LNG experts. Recommendation snapshot
Ticker Price Target Rating

Spot LNG prices likely to return to ~US$ 10 post European winter: Muted LNG GUJS IN 34 3710 BUY

prices during Europe’s winter season have paved the way for a modest price zone IGLIN 424 550  BUY
PLNG IN 232 220 HOLD

ahead. However, prices are not likely to go below the sustainable floor of US$ 7-8/

. . . . . i Price & Target in Rupees | Price as of 4 Jan 2024
MMbtu given breakeven considerations for US LNG. Higher China consumption at lower

prices and/or potential supply disruptions due to the Gaza conflict are key upside risks.

Contract LNG prices starting to normalise...: New long-term LNG contract price
slopes to crude are retracting to 12.0-12.5% (from highs of 13.5%) for long-term and
even more for medium-term contracts. However, this is unlikely to dip to previous
lows of 10-11% seen during the Covid period.

...with planned material ramp-up of supply: Given planned global capacity
additions of ~50mmtpa over CY24-CY25, ~50mmtpa in CY26 and another ~50mmtpa
over CY27-CY28, LNG supply is likely to improve ~40% by CY30. Industry experts see
a distinct possibility of supply surprising on the upside in CY24 as several developers
have accelerated implementation amid recent tightness in LNG markets.

Read-across for gas transmission players: The availability of competitive LNG
has the potential to increase gas consumption and transportation volumes in India
from FY25, in our view. GUJS (BUY, TP Rs 370) is significantly levered to LNG
volumes with connectivity to five terminals on the Gujarat coast.

Read-across for PLNG: We believe PLNG (HOLD, TP Rs 220) is poised to benefit
from higher utilisation of its regasification terminals and an increase in contract
volumes with Qatar following contract extension. However, it may face difficulties
securing a floating storage regas unit (FSRU) for its proposed Gopalpur RLNG terminal.

Read-across for CGD players: The city gas distribution (CGD) sector can benefit
from higher demand growth upon improved availability of competitive LNG. We
highlight our BUY on IGL (TP Rs 550).
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https://www.barodaetrade.com/Reports/GujaratStatePetronet-CompanyUpdate22Jun23-Research.pdf
https://www.barodaetrade.com/Reports/PetronetLNG-CompanyUpdate2Nov23-Research.pdf
https://www.barodaetrade.com/Reports/IndraprasthaGas-Q1FY24ResultReview29Jul23-Research.pdf
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Other channel check takeaways

= While Qatar is adding 48mmtpa of LNG supply, the US is likely to add 60-
70mmtpa, and developers outside these countries have announced plans to
commercialise 30-40mmtpa by CY30.

=  Qatar Energy has entered into a string of contracts with Asian and European
buyers, but more than half of the new 48mmtpa Qatar LNG volumes are yet to
be placed.

=  Spot availability is also likely to improve from the new US volumes as typically only
60% of US supply is signed directly with users and even these contracts have
destination flexibility.

= China, ASEAN and India are expected to be key markets for new long-term LNG
contracts. ASEAN’s LNG demand is being driven by usage in the power sector,
China’s demand is being fuelled by a mix of industry and power, and India’s by
transport and industry.

= Though European consumers have an interest in medium-term contracts, their need
for long-term contracts remains in question considering their decarbonisation goals.

= The global FSRU market could remain tight for the next 2-3 years as Europe has
captured most of the available units and shipyards are booked for the medium
term. Availability could improve after CY28 as European contracts start to expire.

=  The international market is witnessing growing interest from investors/ developers
for acquiring stakes in LNG projects.

= India’s CGD demand is set to grow over the next 5-7 years. With pan-India gas
infrastructure under development, vehicles running on CNG have an advantage
over electric vehicles in penetrating the market over the medium term. Although
there are no global parallels to India’s pursuit of CNG at scale, the country’s
commitment to this objective is seen to be credible.

= Japanese players may have an interest in entering into or increasing their stakes in
the Indian CGD space. On private equity firm | Squared’s plans to combine its two
India businesses — Think Gas Distribution and AG&P Pratham, our checks suggest
Japanese players may have an interest and ability to be part of a billion-dollar deal.
Osaka Gas is already a shareholder in AG&P Pratham which may increase comfort
levels for other Japanese investors.
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Investments in securities market are subject to market risks. Read all the related documents carefully before investing.
Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors.

Recommendation scale: Recommendations and Absolute returns (%) over 12 months
BUY — Expected return >+15%

HOLD - Expected return from -6% to +15%

SELL - Expected return <-6%

Note: Recommendation structure changed with effect from 21 June 2021

Our recommendation scale does not factor in short-term stock price volatility related to market fluctuations. Thus, our recommendations may not always be strictly in
line with the recommendation scale as shown above.

Analyst certification

The research analyst(s) authoring this report hereby certifies that (1) all of the views expressed in this research report accurately reflect his/her personal views about
the subject company or companies and its or their securities, and (2) no part of his/fher compensation was, is, or will be, directly or indirectly, related to the specific
recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and are not associated persons of BOB Capital Markets
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General disclaimers
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BOBCAPS has not been debarred from doing business by any stock exchange or SEBI or any other authority. No disciplinary action has been taken by any regulatory
authority against BOBCAPS affecting its equity research analysis activities.

BOBCAPS is also a SEBI-registered intermediary for the broking business having SEBI Single Registration Certificate No.: INZ000159332 dated 20 November 2017.

BOBCAPS prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives
of any companies that the analysts cover. Additionally, BOBCAPS prohibits its analysts and persons reporting to analysts from serving as an officer, director, or
advisory board member of any companies that the analysts cover.

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions contrary to
the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations
expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts
of interest. Additionally, other important information regarding our relationships with the company or companies that are the subject of this material is provided herein.

This material should not be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction We are not soliciting any action based on
this material. It is for the general information of BOBCAPS’s clients. It does not constitute a personal recommendation or take into account the particular investment
objectives, financial situations, or needs of individual clients. Before acting on any advice or recommendation in this material, clients should consider whether it is
suitable for their particular circumstances and, if necessary, seek professional advice. BOBCAPS research reports follow rules laid down by Securities and Exchange
Board of India and individuals employed as research analysts are separate from other employees who are performing sales trading, dealing, corporate finance
advisory or any other activity that may affect the independence of its research reports.

The price and value of the investments referred to in this material and the income from them may go down as well as up, and investors may realize losses on any
investments. Past performance is not a guide for future performance, future returns are not guaranteed and a loss of original capital may occur. BOBCAPS does not
provide tax advice to its clients, and all investors are strongly advised to consult with their tax advisers regarding any potential investment in certain transactions —
including those involving futures, options, and other derivatives as well as non-investment-grade securities — that give rise to substantial risk and are not suitable for
all investors. The material is based on information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied on as
such. Opinions expressed are our current opinions as of the date appearing on this material only. We endeavour to update on a reasonable basis the information
discussed in this material, but regulatory, compliance, or other reasons may prevent us from doing so.

We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of this material, may from time to time have “long”
or “short” positions in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein and may from time to time add to or
dispose of any such securities (or investment). We and our affiliates may assume an underwriting commitment in the securities of companies discussed in this
document (or in related investments), may sell them to or buy them from customers on a principal basis, and may also perform or seek to perform investment banking
or advisory services for or relating to these companies and may also be represented in the supervisory board or any other committee of these companies.

For the purpose of calculating whether BOBCAPS and its affiliates hold, beneficially own, or control, including the right to vote for directors, one per cent or more of
the equity shares of the subject company, the holdings of the issuer of the research report is also included.

BOBCAPS and its non-US affiliates may, to the extent permissible under applicable laws, have acted on or used this research to the extent that it relates to non-US
issuers, prior to or immediately following its publication. Foreign currency denominated securities are subject to fluctuations in exchange rates that could have an
adverse effect on the value or price of or income derived from the investment. In addition, investors in securities such as ADRs, the value of which are influenced by
foreign currencies, effectively assume currency risk. In addition, options involve risks and are not suitable for all investors. Please ensure that you have read and
understood the Risk disclosure document before entering into any derivative transactions.

No part of this material may be (1) copied, photocopied, or duplicated in any form by any means or (2) redistributed without BOBCAPS’s prior written consent.
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result from or are attributable to anything done or omitted in relation to or arising from or in connection with this report.

Distribution into the United Kingdom (“UK”):

This research report will only be distributed in the United Kingdom, in accordance with the applicable laws and regulations of the UK, by Maybank Securities (London)
Ltd) (“MSL") who is authorised and regulated by the Financial Conduct Authority (“FCA”) in the United Kingdom (MSL and its affiliates are collectively referred to as
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This report has not been prepared by BOBCAPS in accordance with the UK’s legal and regulatory requirements.

This research report is for distribution only to, and is solely directed at, selected persons on the basis that those persons: (a) are eligible counterparties and professional
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No distribution into the US:

This report will not be distributed in the US and no US person may rely on this communication.

Other jurisdictions:

This report has been prepared in accordance with SEBI (Research Analysts) Regulations and not in accordance with local regulatory requirements of any other
jurisdiction. In any other jurisdictions, this report is only for distribution (subject to applicable legal or regulatory restrictions) to professional, institutional or sophisticated
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