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The Oil & Gas sector was in trouble even before the first Covid lockdown, and it was one of the worst credit performers in
2020. A perfect storm of falling oil prices, the spectacular rise of alternative energy sources, and the effective collapse of
global tourism took many oil companies to the brink of bankruptcy and pushed some of them over the edge.

have cited climate change and permanently higher oil price volatility; agency ratings for some of the US majors
are now aligned with the more conservative bank consensus.

Figure 1 compares trends and the current credit distributions for Europe and North America.
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Figure 1: Credit trends for Oil & Gas, Europe and North America, Integrated vs. E&P

North American E&P credit risk increased about 80% since the Covid crisis began (US E&P increased nearly 100%) against
an increase of 60% for Integrated firms. E&P credit risk in Europe increased by about 40% — half that of North America -
while the risk of Integrated companies in Europe increased by only 10%.

As the distribution chart shows, the majority of the constituents of these aggregates are in the bb category, although many
of the Integrated firms in Europe are still investment grade. 10% of the North American E&P sector are in the c category.

The Oil & Gas sector faces a long recovery, but crude futures are climbing (up 15% — 20% so far in 2021). If this persists, then
companies with the most leveraged exposure to oil prices — such as the North American E&P universe — might be able to put
the worst of the 2020 credit deterioration behind them.

Credit Benchmark brings together internal credit risk views from 40+ of the world’s leading financial institutions. The contributions are anonymized,
aggregated, and published in the form of entity-level consensus ratings and aggregate analytics to provide an independent, real-world perspective of risk.
Consensus ratings are available for 50,000+ financials, corporate, funds, and sovereign entities globally across emerging and developed markets, and
75% of the entities covered are otherwise unrated.
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Credit Benchmark does not solicit any action based upon this report, which is not to be construed as an invitation to buy
or sell any security or financial instrument. This report is not intended to provide personal investment advice and it does not take into account the
investment objectives, financial situation and the particular needs of a particular person who may read this report.
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