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Low price & high quality

BW Energy is an E&P company that is expected to increase its oil production to
~12,500 bbl/day in 2020 (up 45% yoy) from its main asset offshore Gabon. The
company has USD 184m of cash, no debt and flexibility to lower its FCF break-
even to USD 25/bbl from 2021 and beyond if needed. As such, BW Energy is well
positioned to weather also a prolonged period of low oil prices while we see 3-
5x upside potential to the current share price based on future cash
flow/dividends in a Brent 50/bbl environment. With a superior balance sheet,
attractive assets and 60% upside to the pricing of its closest peers, we highlight
BW Energy as one of our top picks. We initiate coverage with BUY/TP NOK 33.

USD 184m of cash, no debt and flexibility on pacing of future growth

BW Energy’s main asset is the Dussafu block (73.5% WI) offshore Gabon. We
expect the company to produce 12,500 bbl/day net of oil in 2020 (opex USD 15-
17/bbl), which is up 45% from 2019. Thereafter, the temporary halted Hibiscus &
Ruche development have potential to provide growth to >25,000 boe/day net
(opex USD 10/boe) by 2022-23e. However, BW Energy as operator importantly
has flexibility to adjust further growth investments out in time resulting in a FCF
cash flow break-even Brent price of USD 25/bbl in 2021-22¢ if needed. Combined
with USD 184m of cash as of Feb’20 (est. to decline to USD 65m at YE’20) and no
debt, this provides a solid financial foundation post the announced 50% capex cut
to USD 125m in 2020 (still net cash at YE’20e at Brent 15/bbl this year). BW Energy
is therefore well positioned to weather an extended period of lower oil prices.

Cash flow at USD 50/bbl supports 3.5-5.3x upside potential to current pricing

If we assume a Brent oil price recovery to USD 50/bbl in 2021 and beyond, BW
Energy will have a combined negative FCF of USD 120m in 2021-22e as it invests
to lift production at Dussafu. This will result in a modest peak net debt position of
USD 60m and a fully invested EV of USD 250m at YE’22. Thereafter, higher
volumes and a further improved cost position will enable the company to
generate an average annual FCF 220m in 2023-25e at Brent USD 50/bbl.
Combined, this is ~3x the current EV and sufficient to support USD 100m of annual
dividends based on BWE’s previously guided up to 50% of net profit pay-out ratio.
At a dividend yield pricing of 10-15%, this implies upside potential of 3.5-5.3x the
current share price before factoring in other upsides.

We initiate coverage with a BUY recommendation and TP NOK 33

We estimate BW Energy’s NAV at NOK 33/share based on Brent USD 60/bbl long-
term, 10% WACC and USDNOK 10. Our NAV declines by NOK 8/share to NOK
25/share if we reduce our long-term Brent assumption to USD 50/bbl. If we
exclude the long-term upside potential of both Maromba (development will not
go ahead in today’s environment and is not included in our estimates) and future
exploration at Dussafu combined valued at NOK 4/share, this still implies that BW
Energy trades at P/NAV of 0.3x. This is well below peers with ~60% upside to the
pricing of companies such as Panoro (Dussafu partner) and Africa Oil (emerging
market exposure). We also note that BW Energy has underperformed peers since
listing despite its debt free balance sheet and ability to weather a prolonged
period of low oil prices. The company also has a strong track-record of operational
delivery and value creation (organic reserves growth of 7.5x the last 3 years).
Further, it’s worth noting that the current cash balance (NOK 8.4/share) is
equivalent to the current market cap of BW Energy. The main risks to our positive
view on BW Energy are lower than expected oil prices, operational issues caused
by COVID-19 and unforeseen negative political changes in Gabon. BUY/TP NOK 33

Please note that Pareto Securities acted as manager and bookrunner of the IPO
of BW Energy.
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Company overview

BW Energy is an oil producing E&P company with its main assets offshore Gabon
and Brazil. The company was established by BW Offshore and BW Group in 2016,
which owns 39% and 35% of the company, respectively. Currently, it has 83 mill
bbl of 2P reserves and 164 mill bbl of 2C resources net, which both are 100% oil.
The company expects to produce between 11,800-13,600 bbl/day net in 2020,
which is up ~45% from 2019. By progressing the now halted Hibiscus & Ruche
development, the company could grow production to 30,000 boe/day by 2023-
24e. BW Energy was listed on the Oslo Stock Exchange in February 2020 and
currently has a market capitalization of USD 185m.

After raising USD 125m in the IPO, the company had USD 184m of cash and no
debt in February 2020. In addition, the company expects to secure a USD 200m
RBL bank facility near-term with a USD 100m accordion secured against the
Dussafu license (drawable amount likely to be lower in the current environment).
BW Energy recently announced that it will reduce 2020 capex with 50% to USD
125m in order to preserve a strong balance sheet, which we think is a prudent
move given the current uncertain outlook. This is made possible by a halt in
drilling and postponement of investments in the Hibiscus & Ruche development,
which if needed can be moved further out in time. Combined with positive CFO
down to around Brent USD 25/bbl, this makes BW Energy well positioned handle
the current environment.

BW Energy was established to unlock small to medium sized developments with
proven reserves in areas well-known to the company. This is achieved by
deployment of existing FPSOs secured by aligning interests with the FPSO owner
(BWO) that shares both development risk and the associated upside potential.
Notable, this reduces initial capex significantly as a new FPSO alone often
requires >USD 1bn of investments. Combined with a phased development
approach that reduce risk and upfront capex further, this enables development
of reserves typically too small for other oil companies to develop. In line with its
strategy, BW Energy’s assets are located adjacent to areas where the group has
decades of operating experience.

Asset overview

ROl

Dussafu @ 4

Kudu @
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@ Maromba

Source: BW Energy

The most important asset is the Dussafu block (73.5% WI) in Gabon, which BW
Energy acquired in Apr'17 when the project had no clear path to FID. The concept
was redesigned with upfront investments reduced from USD 800m to USD 175m
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to enable an initial smaller scope development focused on 15 mill boe of
minimum reserves. First oil was achieved ahead of time and on budget in Sep’18,
only 18 months the initial investment. Since then, the field has delivered more
than USD 200m of operating cash flow while reserves, driven by strong
production and exploration success, have increased more than sevenfold to 112
mill boe gross currently.

After majors had halted a large scale development of the Maromba field offshore
Brazil for years due to high upfront costs, BW Energy acquired the asset in
May’19. The field holds 138 mill boe of 2C resources and 1.7bn boe of unrisked
oil in-place. Due to the current market environment, we have for now attached
a low value to the Maromba asset (6% of NAV) but highlights that it has a large
long-term upside potential. BW Energy also owns the Kudu natural gas discovery
offshore Namibia, which due to lack of a commercial development solution at
this stage is valued at zero in our valuation.

Net reserves and resources (NSAI)
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Source: Pareto Securities Equity Research, BW Energy

BW Energy benefits from BW Offshore (BWO) and BW Group’s extensive
worldwide offshore experience. BWO has over the last 35 years delivered 40
FPSO and FSO projects to clients such as Petrobras, Chevron, Equinor, Rostneft
and Pemex. This has made the group a specialist in FPSO field developments, life
extensions and redeployments of FPSOs. Currently, it owns 11 FPSOs producing
about 600,000 boe/day for clients. To ensure transfer of this know-how, most of
BW Energy’s management team has been a part of BWO for more than a decade.
This includes Carl K. Arnet (CEQO) and Knut R. Seethre (CFO), which both have had
similar roles in BW Offshore for the last 13 years. Lin Espey (COO) and Thomas
Kolanski (Head of Business Development) also have extensive industry
experience from various roles in Shell, ExxonMobil and Vaalco Energy since the
1990s.

Strong sponsor

BW Energy’s main shareholder, BW Group, is a global maritime company
engaged in shipping, floating gas infrastructure and offshore oil & gas production.
With ownership in six listed companies with a combined gross market cap of USD
2.6bn and two private shipping companies, the group operates more than 400
vessels. This comes in addition to the already mentioned 11 FPSOs that produce
above 600,000 boe/day for clients. See illustration on the next page for an
overview.
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BW Group - A leading maritime group in shipping and energy

BW Group — a leading maritime group in shipping and energy
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Source: BW Energy

Dussafu — A success story

BW Energy owns (73.5% WI) and operates the Dussafu block, offshore Gabon.
Today, the Dussafu area holds six discoveries that amount to 148 mill reserves
and resources. Driven by the further development of the producing Tortue field,
the block is expected to grow production by 45% to ~17,000 bbl/day in 2020e
and to 20,000 bbl/day in 2021. The next big development is the Ruche area with
a separate well-head platform to be tied back to the FPSO. In addition, the area
holds large upside potential with 13 identified prospects of 281 mill boe of gross
unrisked prospective resources. The partners at Dussafu have a 100% success
rate on five exploration wells to date and the unrisked volumes provides
additional long-term upside.

Overview of the Dussafu block

Senvenga SEECHE RUCHE EEA AREA
Q\ Walt Whitman
NW
Moubenga W St g
Hibiscus Walt Whitman of Pearls
Misigle North

Hibiscus Espadon
. Ruche NE

Ruche

Hibiscus Prospect 18 Prospect 19

South Prospect 4

Tortue SE

@ Oil Fields/Discoveries
Gamba Prospects
Gamba Leads .

@ Dentale Prospects 0 Kms 10
Dentale Leads

Source: BW Energy
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Reserves up 7.5x to 112 mill bbl since acquisition in 2017

During the partners time on the block, they have successfully drilled five
consecutive wells, demonstrating both their ability to prove up oil and the block’s
significant potential. First out, after BW Energy acquired operatorship, was
sanctioning of the Tortue development with 15 mill bbl of minimum reserves.
This was followed by first oil in Sep’18 from the field, where BWE and BWO
probably delivered the fastest-ever FPSO development that resulted in the
project coming in both ahead of time and below budget. Thereafter, the company
matured additional locations on this field as well as it successfully drilled the
Ruche North East exploration/appraisal, which more than 5x reserves at the block
to over 70 mill bbl. Yet, the largest discovery on the block to date is the recent
Hibiscus discovery that proved to be 45.5 mill bbl of oil, far above the pre-drill
estimates of 12.5 mill bbl. In total, this has grown reserves on the Dussafu block
to 112 mill bbl, which is about 7.5x the initial volume two and half years ago. On
top of this, the company has 36 mill bbl of 2C resources that it expects to convert
to reserves.

Dussafu — Gross certified* 2P reserves

mill bbl
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*NSAI certified
Source: Pareto Securities Equity Research, BW Energy

Production up 45% yoy — Highly flexible and profitable growth thereafter

Since production commenced on the block, BW Energy has operated the field
with an 98% uptime and increased the production volume to 12,000 bbl/day in
2019. With Phase 2 developing in line with schedule, the field is expected to
increase production to 17,000 bbl/day in 2020 (up 45% yoy) by increasing
number of wells from two to five wells. Four wells are already producing while
the last well is expected to be completed in June. The initial program this year
planned for one more well that due to the current environment including
additional operational issues related to COVID-19 (movement of personnel) likely
will be drilled at a later stage.

The next major phase of growth will come from the Hibiscus and Ruche
development. BWE newly announced that it will defer the development in order
to conserve liquidity. We currently assume that the development will be delayed
by one year and reach first oil by late 2022. In 2023 we estimate that the
development will increase the total gross production from the block to 35,000
bbl/day, followed by 40,000 bbl/day the year after. Importantly, the project is
expected to deliver robust long-term economics with a break-even price of Brent
USD 30/bbl (WACC 10%). Production from this project will flow through a
wellhead platform that is tied back to the BW Adolo FPSO with 40,000 bbl/day of
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nameplate oil processing capacity (more wells will be drilled over time to offset
natural decline and keep the FPSO full).

Production outlook
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Source: BW Energy

Driven by a large relative component of fixed costs related to the FPSO unit,
higher volumes are also expected to reduce opex per bbl produced over the next
years as shown in the graph below. In 2020, BW Energy guides opex of USD 15-
17/bbl.

Operating cost at Dussafu*
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*Includes PSC obligations, FPSO hire and excl. royalties
Source: Pareto Securities Equity Research, BW Energy

Exploration - 100% success rate to date showcases long-term upside potential

While exploration drilling prudently is halted in the current environment, the
remaining exploration upside at Dussafu could become highly valuable as we
expect oil prices over time to recover to long-term marginal costs. BW Energy has
identified another 13 prospects with 281 mill boe of gross unrisked prospective
resources on the block. This was last year revised up from 164 mill boe due to the
positive read-trough impact of the much larger than expected Hibiscus discovery.
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Over time, we believe BW Energy will continue to target the lower risk Gamba &
Dentale reservoir prospects such as Hibiscus North, Prospect B and Mupale. We
highlight that potential exploration is supported by the block’s impressive 100%
success rate and the development of the adjacent Etame asset. The latter is a
block that incorporates similar characteristics as Dussafu and has to date
produced 110 mill boe vs. initial expectations of 20-25 mill. BWO has successfully
operated an FPSO there for 15 years and many of the technical and management
personnel who developed Etame are today part of the Dussafu team.
Dussafu — Identified prospects (gross management estimates)
Prospect Target reservoir Pre-drill est. (mill boe)
Hibiscus North Gamba 28
Prospect B Gamba & Dentale 50
Mupale Gamba 40
Walt Whitman NW Gamba 7
WW 'String of Pearls' Gamba 16
Prospect 18 Gamba & Dentale 15
Prospect A Gamba & Dentale 39
Tortue SE Gamba 17
Hibiscus South Gamba 14
Espadon Gamba & Dentale 7
Moubenga Upthrown Gamba 18
Prospect 19 Gamba 17
Prospect 4 Gamba 13
Total Gamba & Dentale 281
Source: BW Energy
THIS DOCUMENT MAY NOT BE DISTRIBUTED IN OR INTO THE UNITED STATES,
15 Jan 2020
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Maromba — Real option on higher oil prices

In Mar’19, BW Energy acquired the Maromba field in the Campos Basin offshore
Brazil, which secured the company operatorship and a 95% WI (Magma entitled
to 5% upon first oil). The field holds 134 mill boe of 2C and 1.7bn boe of unrisked
oil in-place that provides a large upside to the initial planned targeted volume. If
developed, BW Energy will pay a total consideration of USD 115m for the asset
split between three milestones. USD 30m was paid upon closing of the
transaction, while the remaining will be paid at the start of drilling and at first oil
or three years after the start of drilling activities, whichever comes first. BW
Energy do not have any financial commitments toward the sellers if the company
decides to not progress the development, which is dependent on a significant
recovery in global oil prices. We therefore do not include Maromba in our base
case production and cash flow estimates for BW Energy.

The company submitted the FDP for the asset in late 2019 and continues to work
to secure approval for the plan by year-end 2020e. If secured, timing and
likelihood of FID is still uncertain given the dependence on higher oil prices.
However, based on BW Energy’s previously communicated plan we expect first
oil to commence about three years after regulatory approval, with initial volumes
of ~30,000 bbl/day.

Maromba is located in an area well-known to BWO, which has operated FPSOs in
the three adjacent fields Polvo, Peregrino and Papa Terra for years. Together with
its already proven development expertise from Dussafu and its ability to utilize
an existing lower cost FPSO, its knowledge of the region will likely prove very
important in the development of the field. As such, the acquisition of the
Maromba field is in line with the company’s strategy to acquire proven
development concepts from majors in familiar areas to BWO and developing
them incrementally in phases using existing FPSOs.

Overview of the Maromba field in the Campos Basin

Peregrino heavy oil field
— Equinor operator
— First Qil: 2011
— > 1 billion barrels in-place
- 13-15API
— BWO operated FPSO

Source: BW Energy

Polvo heavy oil field
— PetroRio operator
— First Qil: 2007

— ~20API
— BWO operating FPSO

Papa-Terra heavy oil field
— Petrobras operator
— First Oil: 2013
— > 1 billion barrels in-place
- ~16 API
— BWO built and operated FPSO

Tubarao Aroia 4| Warombe
Tubarao Arul -// ;
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Papa Terra

Phase 1 of the project includes three subsea wells tied back to the FPSO. As
shown in the graph below, this phase is expected to produce ~30,000 bbl/day of.
Including Phase 2, which adds 3-4 wells and 2 water injections, production from
the field is expected to reach ~37,000 bbl/day. The total capex is estimated to
USD 863m, in which USD 325 stems from Phase 1 and a majority prior to first oil.
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Importantly, the total capex program converts to only USD 5.4/bbl. The field is
also is expected to have a relatively low opex of USD ~15/bbl. In addition, Phase
3 (infill drilling of satellite reservoirs) also has the potential to significantly
increase production, but we have currently not included this stage in our
valuation due to uncertainty in timing and scope of the development.

Maromba — Potential production profile

Boe/day
40,000

30,000

20,000

10,000

0 1 2 3 4 5 6 7 8 9

Years after development start
B Phase 1 B Phase 2

Source: BW Energy, Pareto Securities

Company production

We estimate that BW Energy will produce ~12,500 bbl/day net this year, which is
up from 8,600 bbl/day net in 2019e driven by Phase 2 development at Tortue. If
the Hibiscus and Ruche development is delayed roughly one year, we project that
the company will produce >25,000 bbl/day by 2023, >2x current production. As
of now, Maromba is not included in our estimated production profile due to the
uncertain timing and likelihood of the project.

Estimated production profile net (2018-25¢)
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Source: Pareto Securities Equity Research
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Valuation

We have valued BW Energy using a risked valuation approach applied to the
company’s assets. The risked valuation starts with an unrisked valuation, which
is subsequently risk-adjusted for commercial and technical uncertainty. The
unrisked valuation of the producing assets, developments and main discoveries
are based on DCF analysis, while the unrisked value for exploration assets in some
cases are based on a USD/bbl multiple multiplied by the predrill size estimate of
the respective prospect.

BUY/TP NOK 33 - P/NAV at 0.25x

On a NAV basis, we estimate a risked value of NOK 33/share. The chart below
displays an overview of our risked valuation of BW Energy on our new oil price
forecast while a more detailed NAV summary table is included at the end of this
chapter. The producing Tortue field is valued at NOK 17, while the Hibiscus &
Ruche development is valued at NOK 13. The large but uncertain Maromba field
is valued at NOK 2 while we have attached NOK 2 to the exploration upside at

Dussafu.
Risked NAV
NOK/share
35 33
25
13
15
Share price:NOK 8
_________ 17 - e e e e oo
5
3
I
-5
Overhead & Cash YE'2020 Dussafu - Tortue Dussafu - Maromba Dussafu NAV
Other Hubiscus & Exploration

Ruche
development

*Based on Pareto Brent oil forecast of USD 32/bbl in 2020, USD 50/bbl in 2021, USD 55/bbl in 2022
and USD 60/bbl thereafter. USD/NOK 10 and WACC 10%.
Source: Pareto Securities Equity Research

This implies that BW Energy currently trades at low P/NAV multiple of 0.25x,
which partially is reflective of our long-term oil price assumption being roughly
twice the current spot price. The net value of the already producing field, Tortue,
exceeds the share price with ~80%. The upside increases to about 3x the current
share price if we include the Hibiscus and Ruche development. The latter is
temporary halted but still likely to be highly valuable for the company long-term.
BW energy is one of the lowest priced E&P company’s in our coverage universe,
which we believe is unwarranted given its healthy balance sheet outlook,
relatively low-cost production, flexibility to adjust future investments to
commodity prices and a proven track record of value creation. We initiate
coverage with a Buy recommendation and TP of NOK 33.
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Unwarranted share price development - Current cash position equals MCAP

Following the BW Energy’s listing on Oslo stock Exchange the share price has
traded down close to 70%. During the current turmoil, all E&P companies have
traded lower. However, BW Energy has underperformed relative to most
companies which we believe is unjustified given its robust financial position and
flexible spending outlook.

Share price development since the IPO (19.02.2020)
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Source: Pareto Securities

Further, it should be noted that the current market cap of USD 185m (NOK
8.4/share) is equivalent to the net cash position of USD 184m as of February
2020. As earlier mentioned, the company has no interest bearing debt. In our
opinion, this highlights the current very low implied pricing of the Dussafu asset
in BW Energy although it should be noted that parts of the cash balance will be
invested at the field this year. On our estimates, Brent would have to stay at USD
35-40/bbl long-term for the NAV to reflect the current share price (see page 14).

If we assume a Brent price of USD 50/bbl from 2021 and onwards, the value of
BW Energy’s stake in the producing Dussafu block and its YE’20 cash position
equals NOK 26/share. This is approximately 3x the current share price and
exclude any value on Maromba or the exploration potential at Dussafu.

Share price, current cash position and Dussafu valued at Brent USD 50/bbl

NOK/share
30
26
25
20 11
15
10 13
5
0 [ 3|
Share price Current cash CashYE'20  Dussafu  Hibiscus & Value
position prod. field Ruche
(Feb'20) (Tortue)

Cash & Dussafu at BrentUSD 50/bbl LT

*Based on Brent USD 32/bbl in 2020 and USD 50/bbl thereafter. USD/NOK 10 and WACC 10%.
Source: Pareto Securities Equity Research
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Estimated MCAP/OCF of 1.2x in 2021e at Brent USD 50/bbl LT

There is a large upside potential as BW Energy could be transformed into a cash
flow and dividend machine if we assume that global oil prices at some stage
recovers to Brent USD 50/bbl or higher. Including our projection that Hibiscus
and Ruche will get onstream from late 2022, we estimate that the company’s
operating cash flow will rapidly increase. At Brent USD 50/bbl, we estimate an
MCAP/OCF multiple of approximately 1.2m in 2021 before dropping to below 1x
in 2023.

Est. OCF and MCAP/OCF at Brent USD 50/bbl LT

USDm MCAP/OCF
300 1.5
257
1.2
1.2
200 1.0
160
150 0.7

100 I I I Ols
0 0.0

2021e 2022e 2023e 2021e 2022e 2023e

Operating cash flow at Brent USD 50/bbl MCAP/ Operating cash flow

*Based on Brent oil forecast of USD 32/bbl in 2020 and USD 50/bbl thereafter
Pareto Securities Equity Research

Free cash flow sweet spot from 2023e - Annual FCF at Brent USD 50/bbl > MCAP

If we assume a Brent oil price recovery to USD 50/bbl in 2021 and beyond, we
estimate that BW Energy will have a combined negative FCF of USD 120m in
2021-22e as it invests to lift production at Dussafu. This will result in a modest
peak net debt position of USD 60m at YE’22. With production ramp-up to 25,000
bbl/day in 2023e, BW Energy is set to generate an average FCF of USD >220m
from 2023e to 2025e on Brent USD 50/bbl. This is driven by a rapidly decline in
capex and higher production post the Hibiscus & Ruche development.

OCF, capex and FCF 2020-24e at Brent USD 50/bbl LT

USDm
400

314

'

288
250

100

234 230
182 150 151

-50 17

-200
2020e 2021e 2022e 2023e 2024e 2025e
. CFO BN CAPEX FCF

*Based on Brent oil forecast of USD 32/bbl in 2020 and USD 50/bbl thereafter
Source: Pareto Securities Equity Research
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Still potential for dividend and growth

BW Energy stated prior to the downturn that it would like to pay out 50% of net
profit from 2022-23e. While this statement now is more uncertain, we project
that the company most likely will be able to pay out cash if desirable. At Brent
USD 50/bbl, we estimate that this provides room for USD 100m of dividends per
year from 2023 as net profit is projected at USD ~200m from this year and
forward. Notable, in this scenario we include that BW Energy will draw USD 100m
from its credit facility in 2021. At Brent USD 60/bbl, we estimate that BW Energy
would be able to meet this outlook without adding debt.

Net profit and cash position at Brent USD 50/bbl LT (without dividends)

USDm

400 370
mmmm Net profit at Brent USD 50/bbl LT

300 -
mm Cash position YE

200 Dividend potential assuming 50% pay-out

b : ] - L .

-100

2019 2020e 2021e 2022e 2023e 2024e

*Based on Brent forecast USD 32/bbl in 2020 and USD 50/bbl thereafter. Includes USD 150m in debt
Source: Pareto Securities Equity Research

Payout ratio of 50% - Annual div. of USD 100m from 2023 at Brent USD 50/bbl

Importantly, BW Energy will with this dividend policy still have flexibility to invest
in further growth. As shown on the next page, the cash balance is estimated to
exceed USD 250m in 2024e at Brent USD 50/bbl even if we assume USD 100m of
annual dividends from 2023e. Consequently, it has potential to target both
development projects such as Maromba and/or exploration at Dussafu.

Cash balance and dividend pot. assuming 50% pay out* and Brent USD 50/bbl

USDm
300 270
200
130
100 100
100 | 81 74
0 . .
2019 2020e 2021e 2022e 2023e 2024e
B Cash position YE Dividend potential assuming 50% pay-out

*Based on Brent forecast USD 32/bbl in 2020 and USD 50/bbl thereafter. Includes USD 100m of debt
drawn in 2021 on the soon to be secured RBL facility
Source: Pareto Securities
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10% dividend yield pricing implies >5x upside in 2022-2023e

The company has previously stated that is will aim to dividend out up to 50% of
net profit. If it decides to this at Brent USD 50/bbl, this will equal USD 100m on
our estimates from 2023 and beyond. Based on a 10% dividend yield pricing, this
will if realized provide 5x upside potential to the current share price.

Dividend yield pricing assuming USD 100m p.a. of distributions

USDm
2,000
1,670 10% dividend yield pricing implies
1,500 >5x upside to the current market cap
1,250
1,000
1,000 830
710
- . .

0

6% 8% 10% 12% 14%

M Current market cap W Additional value at different dividend yields

Source: Pareto Securities

NAYV sensitives and relative pricing

The chart below displays our NAV of BW Energy at different oil price forecasts
from 2021 and onwards (Brent USD 32/bbl in 2020 is kept fixed). We estimate
that even in a scenario where Brent would stay at USD 40/bbl long-term, the
current share price implies a discount.

NAV at different oil prices

NOK/share
35 33
30
25 24
20
15 13
10 - = - - —
> 1
O |
USD 30/bbl USD 40/bbl USD 50/bbl USD 60/bbl

I AV == == Share price

Source: Pareto Securities
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The lowest priced oil producing E&P company in our coverage universe

As shown in graph below, BW Energy is the lowest priced oil producing E&P
company in our coverage universe. Its P/NAV of 0.25x is well below the pricing of
peers with 50-60% upside to the current pricing of companies such as Panoro
(Dussafu partner) and Africa Qil (emerging market exposure).

P/NAV of covered E&P companies vs BW Energy post-money price range

P/NAV
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Source: Pareto Securities Equity Research
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Oil price sensitivity & key figures

The operating cash flow is also fluctuating with oil prices but is importantly
expected to remain significantly positive also in lower oil price scenarios driven
by an opex of USD <17/bbl in 2020e and onwards. Importantly, all our estimates
exclude Maromba due to the uncertain likelihood and timing of the project. In
the charts below, we assume USD 100m of annual dividends from 2023 and that
BWE will draw USD 100m of debt from its soon to be secured RBL facility in 2021.
For 2020 our Brent forecast of USD 32/bbl is held fixed.

Operating cash flow at diff. Brent oil prices 2021-25e

USDm
600
409 396
400
295 275
238
203 193
} I ‘ '
0 ‘
-17-17-17-17
-200

2019 2020e 2021e 2022e 2023e 2024e 2025e
® USD 40/bbl m USD 50/bbl = USD 60/bbl USD 70/bbl

Source: Pareto Securities Equity Research
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Capex program
USDm
300
216
200 182
125 124
100 | 88
s 115 271
2
0 [
2019e 2020e 2021e 2022e 2023e 2024e 2025e
H Tortue B Hibiscus & Ruche
Source: Pareto Securities Equity Research
The projections below include the Hibiscus and Ruche development, but excludes
investments in Maromba. Would the oil price continue to trade at low levels, BW
Energy has the flexibility to defer the Hibiscus and Ruche development further.
The FCF break-even would then be around Brent USD 25/bbl from 2021 and
onwards. For 2020 our Brent forecast of USD 32/bbl is held fixed.
Annual FCF at diff. Brent oil prices 2021-25e
USDm
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209
200
119119119
m
0 —
- —5
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-200 142142142
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W USD 40/bbl W USD 50/bbl M USD 60/bbl
Source: Pareto Securities Equity Research
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In addition to the assumptions above, the cash balance below includes USD 100m
in debt from 2021.

Cash balance at diff. Brent oil prices 2019-25e

USDm
800 (i) We assume BWE will draw USD 100m from its credit facility in2021
(ii) Potenial cashshortfall expected to be covered by addiontal draws
520
(iii) Total credit facility of USD 300m
400

175 152

1
1
1
1
B
0 ' -
1
| |
1
1
1

-400
2019 2020e 2021e 2022e 2023e 2024e 2025e
W USD 40/bbl B USD 50/bbl B UsD 60/bbl

Source: Pareto Securities Equity Research

Outlook excluding development of Hibiscus and Ruche

FCF from Tortue at different oil prices
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Source: Pareto Securities Equity Research

Accumulated Tortue FCF 2020-25e at different oil prices
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Source: Pareto Securities Equity Research
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Financing outlook / Key figures
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Below we illustrate our key figures in different oil price scenarios. Importantly, all
our estimates below exclude Maromba, include USD 100m in annual dividends
from 2023 and that BWE will add USD 100m of debt in 2021. For 2020 our Brent
forecast of USD 32/bbl is held fixed. In a Brent USD 40/bbl long term scenario, we
include in the estimates below that BWE will increase leverage to USD 200m to
maintain a positive cash balance. However, the more likely scenario in this case
would be a further postponement of the Hibiscus & Ruche development. This
would if realized lower cash flow break-even to USD 25/bbl and as such enable

BW Energy to maintain a solid balance sheet.

Key figures at Brent USD 60/bbl long-term

BW Energy 2018 2019e 2020e 2021e 2022e 2023e 2024e 2025e
Revenues USDm 39 282 117 280 338 468 521 345
Operating costs " (18) (91) (91) (90) (124) (128) (132) (113)
EBITDA " 21 192 27 190 214 340 390 232
Depreciation " (8) (75) (36) (46) (55) (77) (85) (57)
EBIT " 13 117 9) 144 159 263 304 175
Net Financials " 2 (6) - (7) (7) (7) (7) (7)
Taxes " (12) (39) - - - - - -
Net profit " 4 73 (9) 137 152 256 297 168
CASH FLOW
Operating cash flow USDm 97) 203 (17) 193 211 333 396 236
Net cash investing activities " (129) (106) (125) (182) (234) (151) (10) (31)
Net cash financing activities " - (25) 125 100 - (100) (100) (100)
Cashat Year End " 8 81 64 175 152 234 520 626
Debt at Year End " - - - 100 100 100 100 100
FCF " (226) 119 (142) 11 (5) 209 393 215
KEY FIGURES & ASSUMPTIONS
Qil Price (Brent) UsD/bbl 72 64 32 60 60 60 60 60
Production (WI1)
Dussafu-Phase 1 &2 boe/day 2,500 8,600 12,500 14,800 12,000 9,500 7,700 6,600
Dussafu - Hibiscus & Ruche " - - 400 6,400 16,200 21,700 22,800
Maromba -Phase 1 & 2 " - - - - - - - -
Total " 2,500 8,600 12,500 15,200 18,400 25,700 29,400 29,400
Production (entitlement basis)
Dussafu-Phase 1 &2 boe/day 1,967 6,718 9,744 12,183 9,794 7,779 6,326 5,202
Dussafu - Hibiscus & Ruche " - - - 375 5,376 13,226 17,090 10,306
Maromba -Phase 1 & 2 " - - - - - - - -
Total " 1,967 6,718 9,744 12,558 15,170 21,005 23,416 15,508
P&L per barrel (entitlement basis)
Revenues USD/bbl 46 65 33 61 61 61 61 61
Royalty " (3) - - - - - - -
Opex " (20) (32) (26) (20) (22) (17) (15) (20)
Depreciation " 9) 9) (10) (10) (10) (10) (10) (10)
EBIT " 15 25 (3) 31 29 34 36 31
Source: Pareto Securities Equity Research
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Key figures at Brent USD 50/bbl going forward

Pre-IPO report

BW Energy 2018 2019e 2020e 2021e 2022e 2023e 2024e 2025e
Revenues uUsbDm 39 282 117 234 282 391 447 413
Operating costs " (18) (91) (91) (89) (123) (127) (131) (114)
EBITDA " 21 192 27 145 159 264 316 299
Depreciation " (8) (75) (36) (46) (55) (77) (88) (81)
EBIT " 13 117 9) 99 104 187 228 218
Net Financials " 2 (6) - (7) (7) (7) (7) (7)
Taxes " (12) (39) - - - - - -
Net profit " 4 73 9) 92 97 180 221 211
CASH FLOW

Operating cash flow USDm (97) 203 (17) 148 157 257 321 295
Net cash investing activities " (129) (106) (125) (182) (234) (151) (10) (31)
Net cash financing activities " - (25) 125 100 - (100) (100) (100)
Cash atYearEnd " 8 81 64 130 52 58 270 434
Debt at Year End " - - - 100 100 100 100 100
FCF " (226) 119 (142) (34) (59) 133 318 274
KEY FIGURES & ASSUMPTIONS

Qil Price (Brent) UsD/bbl 72 64 32 50 50 50 50 50
Production (WI1)

Dussafu-Phase 1 &2 boe/day 2,500 8,600 12,500 14,800 12,000 9,500 7,700 6,600
Dussafu - Hibiscus & Ruche " - - 400 6,400 16,200 21,700 22,800
Maromba -Phase 1 & 2 " - - - - - - - -
Total " 2,500 8,600 12,500 15,200 18,400 25,700 29,400 29,400
Production (entitlement basis)

Dussafu-Phase1 &2 boe/day 1,967 6,718 9,744 12,185 9,794 7,779 6,326 5,508
Dussafu - Hibiscus & Ruche " - - - 375 5,379 13,230 17,667 16,695
Maromba -Phase 1 & 2 " - - - - - - - -
Total " 1,967 6,718 9,744 12,560 15,173 21,009 23,993 22,204
P&L per barrel (entitlement basis)

Revenues USD/bbl 46 65 33 51 51 51 51 51
Royalty " (3) - - - - - - -
Opex " (20) (32) (26) (19) (22) (17) (15) (14)
Depreciation " 9) 9) (10) (10) (10) (10) (10) (10)
EBIT " 15 25 (3) 22 19 24 26 27
Source: Pareto Securities Equity Research
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Key figures at Brent USD 40/bbl long-term

Pre-IPO report

BW Energy 2018 2019e 2020e 2021e 2022e 2023e 2024e 2025e
Revenues USDm 39 282 117 188 227 314 359 359
Operating costs " (18) (91) (91) (89) (122) (127) (130) (113)
EBITDA " 21 192 27 99 105 188 229 246
Depreciation " (8) (75) (36) (46) (55) (77) (88) (88)
EBIT " 13 117 9) 53 49 111 141 158
Net Financials " 2 6) - (7) (14) (14) (14) (14)
Taxes " (12) (39) - - - - - -
Net profit " 4 73 (9) 46 35 97 127 144
CASH FLOW

Operating cash flow USDm 97) 203 (17) 102 95 174 227 232
Net cash investing activities " (129) (106) (125) (182) (234) (151) (10) (31)
Net cash financing activities " - (25) 125 100 100 (100) (100) (100)
Cash at Year End " 8 81 64 85 45 (32) 86 187
Debt at Year End " - - - 100 200 200 200 200
FCF " (226) 119 (142) (80) (121) 51 225 211
KEY FIGURES & ASSUMPTIONS

Qil Price (Brent) USD/bbl 72 64 32 40 40 40 40 40
Production (WI)

Dussafu-Phase1&2 boe/day 2,500 8,600 12,500 14,800 12,000 9,500 7,700 6,600
Dussafu - Hibiscus & Ruche " - - 400 6,400 16,200 21,700 22,800
Maromba -Phase 1 &2 " - - - - - - - -
Total " 2,500 8,600 12,500 15,200 18,400 25,700 29,400 29,400
Production (entitlement basis)

Dussafu-Phase1&2 boe/day 1,967 6,718 9,744 12,188 9,794 7,779 6,326 5,508
Dussafu - Hibiscus & Ruche " - - - 375 5,383 13,237 17,674 18,492
Maromba -Phase 1 &2 " - - - - - - - -
Total " 1,967 6,718 9,744 12,564 15,177 21,016 24,000 24,000
P&L per barrel (entitlement basis)

Revenues USD/bbl 46 65 33 41 41 41 41 41
Royalty " (3) - - - - - - -
Opex " (20) (32) (26) (19) (22) (17) (15) (13)
Depreciation " 9) 9) (10) (10) (10) (10) (10) (10)
EBIT " 15 25 (3) 12 9 14 16 18
Source: Pareto Securities Equity Research
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Risked valuation details

Detailed risked NAV

Pre-IPO report

PRODUCING ASSETS

Dussafu - Tortue (Phase 1)

Dussafu - Tortue (Phase 2 - infill drilling)
TOTAL PRODUCING

DISCOVERIES

Commercial

Dussafu - Hibiscus / Ruche & Ruche NE
Maromba -Phase 1 & 2 development
Walt Whitman

Moubenga

Total commercial discoveries

Uncertain commerciality

Maromba - Upside Carbonate reservoirs
Total uncertain discoveries

TOTAL DISCOVERIES

EXPLORATION
Dussafu - Hibiscus South
Dussafu - Hibiscus North
Dussafu - Espadon (Ruche Updip)
Dussafu - Walt Whitman NW
Dussafu - Tortue SE
Dussafu - Walt Whitman 'String of Pearls’
Dussafu - Mupale

Dussafu - Moubenga Upthrown
Dussafu - Prospect 19
Dussafu - Prospect 4

Dussafu -Prospect A
Dussafu - Prospect B

Dussafu -Prospect 18

TOTAL EXPLORATION

OTHER ASSETS

Cash YE'2020e
Dussafu - Earn out
Overhead & Other
Debt YE'2020e
TOTAL OTHER ASSETS
NET ASSET VALUE

Country
Gabon

"

Gabon
Brazil
Gabon

"

Brazil

mmboe
14
26
41

51
95

156

242
242

398

10
21

12
12
29
13
12
10
29
37
11
207

43
389
432

443
349
44
38
874

1,211
1,211

2,085

72
144
36
36
87
82
206
93
87
67
258
331
99
1,599

64
(49)
(42)
27)

4,088

Unrisked Value
USDm USD/boe

3.0
14.8
10.6

8.7
3.7
8.0
8.0
5.6

5.0
5.0

208.5

7.0
7.0
7.0
7.0
7.0
7.0
7.0
7.0
7.0
7.0
9.0
9.0
9.0
7.7

Risking
Probability
100%
90%

70%
15%
10%
10%
42%

CoreNAV

USDm USD/boe NOK/Share

Risked Value
43 3.0
350 13.3
393 9.7
310 6.1
52 0.6
4 0.8
4 0.8
371 24
371 0.9
11 1.1
22 1.1
5 1.1
38 0.2
64
(49)
(42)
(27)
774
737

1.8
14.9
16.8

13.2
2.2
0.2
0.2

15.8

15.8

2.7
2.1)
(1.8)
(1.2)
33.0
314

*Based on Pareto Brent oil forecast of USD 32/bbl in 2020, USD 50/bbl in 2021, USD 55/bbl in 2022 and USD 60/bbl thereafter. USDNOK 10

and WACC 10%.
Source: Pareto Securities Equity Research
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Risk factors

BW Energy is exposed to several risk factors in its business operations. We do not
attempt to cover all potential sources of risk, but will discuss some of the risk
factors which we considered to be among the most significant:

» Geological risk

» Oil and gas price risk

» Financing risk

» Financial market risk

» Majority shareholder risk
» Environmental risk

Geological risk

BW Energy’s operations are within production, development and exploration of
oil and gas resources. The process of estimating hydrocarbon quantities is
complex, and the level of success is dependent on BW Energy’s equipment, staff
and its ability to interpret the data obtained. There is a high level of uncertainty
related to such estimates, and there is therefore a risk that reserve or resource
estimates may be revised down compared to early estimates as additional data
becomes available. This could reduce the profitability and commerciality of a
potential discovery. Further, there is no certainty that exploration efforts will
lead to discoveries. Normally, individual exploration prospects have a higher
probability of being unsuccessful than successful. Further, if discoveries are
made, there is a risk that these may be too small to hold commercial potential.

Oil and gas price risk

BW Energy’s business is highly dependent on the prices of oil and gas. These can
be volatile, and it is nearly impossible to predict future price levels. If prices drop
substantially, potential future discoveries may become unprofitable, depending
on the level of costs related to the development and production of the potential
discovery. Among the several factors that may affect oil and gas prices are global
economic growth, political conditions, especially in the Middle-East and Africa,
the ability of OPEC+ to influence production levels and prices, the level of global
oil and gas exploration, government regulations, weather conditions and
speculative activities. These are all variables beyond the company’s control, and
therefore impose a high level of business risk, as some projects or producing
fields may become unprofitable.

Development risk

BW Energy has exposure to development projects. These projects contains many
types of risk including potential delays, cost overruns and/or disappointing
production once completed. The developments can also be impacted by external
factors outside of BW Energy’s control. All these potential risks may have an
adverse impact on BW Energy’s financial performance and value.

Financing risk

While we believe BW Energy to be in a sound financial position, the business of
oil and natural gas often requires significant financing. For instance,
commitments to future development projects or lower than expected production
from its existing fields may trigger the need for additional external capital. There
is no certainty that the capital can be secured through equity issues, additional
debt or partnerships with other companies. Further, it should be noted that even
in the case of successfully securing additional capital this could become have
significant dilutive effects for current shareholder.

Financial market risk
The oil and gas industry is highly exposed to the financial markets, through
volatility in security markets, access to capital and liquidity constraints. In
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addition, the financial markets contribute to determining general economic
growth, as they are highly influential on the global economy. BW Energy is
exposed to financial market risk, as oil and gas prices fluctuate based on
developments in international security markets, and the demand of oil and gas is
highly correlated with economic growth. Furthermore, disruptions in the
financial markets may affect the financial condition of BW Energy, as the
company may be constrained from obtaining proper equity and debt funding.
This may constrain the company from meeting its spending commitments and
from pursuing attractive investment opportunities.

Country risk

BW Energy operates in Gabon, which is considered among the more stable
African countries — though its degree of democracy is disputed. As such, there’s
potential for political uncertainty. However, the upstream oil industry accounts
for 80% of the country’s exports, 50% of its GDP and 60% of the government’s
budget. In light of that, it’s unlikely that any political turmoil would heavily impact
offshore oil production. While Brazil is seen as a stable country with predictable
fiscal terms for oil and natural gas companies, this could change in the future.. As
such, BW Energy is subject to political and economic uncertainties that may have
a material adverse effect on the company.

Majority shareholder risk

BW Offshore owns 39% and the BW Group owns 35% of the outstanding shares
in BW Energy, respectively. As major shareholders, these companies will have the
ability to significantly influence the outcome of matters submitted for vote by the
company’s shareholders. The commercial goals and interests of the BW Group
may not always be aligned with those of the other shareholders.

Environmental risk

Many of the activities and operations of the company are environmentally
sensitive and cannot be carried out without prior approval from authorities and
requires the company to be in compliance with all relevant regulations. The
company may be liable for environmental rehabilitation, damage control and
losses due to risks inherent in its activities, such as accidental spills, leakages or
other unforeseen circumstances. If environmental laws are breached these could
result in substantial fines and/or closure of the company's operations. BW
Energy’s license to operate in its respective countries among others contain
obligations on the company to provide effective and safe system for disposal of
water and waste oil, oil base mud and cuttings, to control the flow and prevent
the escape of avoidable waste, to prevent damage to lands, marine life and
fishing activities. There is also a risk that the environmental laws and regulations
may become more onerous, increasing the company's operating cos



BW Energy Initiating Coverage

30 Mar 2020 Pareto Securities Research 24(30)



BW Energy
PROFIT & LOSS (fiscal year) (USDm) 2016 2017 2018 2019 2020e 2021e 2022e 2023e
Revenues - - 39 282 117 234 310 468
EBITDA - - 21 192 27 145 187 340
Depreciation & amortisation - - (8) (75) (36) (46) (55) (77)
EBIT - - 13 117 (9) 99 131 263
Net interest - - - 1 - (7) (7) (7)
Other financial items - - 2 (7) - - - -
Profit before taxes - - 16 111 (9) 92 124 256
Taxes - - (12) (39) - - - -
Minority interest - - - - - - - -
Net profit - - 4 73 (9) 92 124 256
EPS reported 0.02 0.31 (0.04) 0.39 0.53 1.09
EPS adjusted 0.01 0.33 (0.04) 0.39 0.53 1.09
DPS - - - - - - - -
BALANCE SHEET (USDm) 2016 2017 2018 2019 2020e 2021e 2022e 2023e
Tangible non current assets - - 226 550 639 775 954 1,028
Other non-current assets - - - - - - - -
Other current assets - - 106 107 110 120 143 194
Cash & equivalents - - 8 81 64 130 75 153
Total assets - - 341 738 813 1,025 1,173 1,376
Total equity - - 230 363 479 571 695 951
Interest-bearing non-current debt - - - - - 100 100 100
Interest-bearing current debt - - - - - - - -
Other Debt - - - 375 334 354 377 324
Total liabilites & equity - - 341 738 813 1,025 1,173 1,376
CASH FLOW (USDm) 2016 2017 2018 2019 2020e 2021e 2022e 2023e
Cash earnings - - 9 145 27 138 180 333
Change in working capital - - (106) 58 (44) 10 (0) (4)
Cash flow from investments - - (129) (106) (125) (182) (234) (151)
Cash flow from financing - - - (25) 125 100 - (100)
Net cash flow - - (226) 73 (17) 66 (55) 78
CAPITALIZATION & VALUATION (USDm) 2016 2017 2018 2019 2020e 2021e 2022e 2023e
Share price (USD end) 0.80 0.80 0.80 0.80
Number of shares end period - - 234 234 234 234 234 234
Net interest bearing debt - - (8) (81) (64) (30) 25 (53)
Enterprise value 123 158 212 135
EV/Sales 1.1 0.7 0.7 0.3
EV/EBITDA 4.6 1.1 1.1 0.4
EV/EBIT - 1.6 1.6 0.5
P/E reported - 2.0 1.5 0.7
P/E adjusted - 2.0 1.5 0.7
P/B 0.4 0.3 0.3 0.2
FINANCIAL ANALYSIS & CREDIT METRICS 2016 2017 2018 2019 2020e 2021e 2022e 2023e
ROE adjusted (%) - - 2.2 26.2 - 17.5 19.7 31.1
Dividend yield (%) - - - -
EBITDA margin (%) - - 54.3 67.9 22.7 61.9 60.3 72.6
EBIT margin (%) - - 34.2 41.5 - 42.3 42.4 56.2
NIBD/EBITDA - - (0.39) (0.42) (2.41) (0.21) 0.13 (0.16)
EBITDA/Net interest - - - - - 20.67 26.69 48.50
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Disclaimer and legal disclosures

Origin of the publication or report

This publication or reportoriginates from Pareto Securities AS (“Pareto Securities”), reg. no. 956 632 374 (Norway), Pareto Securities AB, reg. no. 556206-8956 (Sweden) or Pareto Securities Limited, reg.
no. 3994976, (United Kingdom) (together the Group Companies or the “Pareto Securities Group”) acting through their common un it Pareto Securities Research. The Group Companies are supervised by
the Financial Supervisory Authority of their respective home countries.

Content of the publication or report
This publication or reporthas been prepared solely by Pareto Securities Research.

Opinions or suggestions from Pareto Securities Research may deviate from recommendations or opinions presented by other departments or companies in the Pareto Securities Group. The reason may
typically be the result of differing time horizons, methodologies, contexts or other factors.

Sponsored research

Please note that if this report is labelled as “sponsored research” onthe front page, Pareto Securities has entered into an agreement with the company about the preparation of research reports and
receives compensation from the company for this service. Sponsored research is prepared by the Research Department of Pareto Securities without anyinstruction rights by the company. Sponsored
research is however commissioned for and paid bythe companyand such material is considered by Pareto Securities to qualify as an acceptable minor non-monetary benefit according to the EU MiFID I
Directive.

Basis and methods for assessment

Opinions and price targets are based on one or more methods of valuation, for instance cash flow analysis, use of multiples, behavioral technical analyses of underlying market movements in combination
with considerations of the market situation and the time horizon. Key assumptions of forecasts, price targets and projections in research cited or reproduced appear in the research material from the
named sources. The date of publication appears from the research material cited or reproduced. Opinions and estimates may be updated in subsequent versions of the publication or report, provided
that the relevant company/issuer is treated anew in such later versions of the publication or report.

Pareto Securities Research may provide credit research with more specific price targets based on different valuation methods, including the analysis of key credit ratios and other factors describing the
securities creditworthiness, peer group analysis of securities with similar creditworthiness and different DCF-valuations. All descriptions of loan agreement structures and loan agreement features are
obtained from sources which Pareto Securities Research believes to be reliable, but Pareto Securities Research does not represent or warrant their accuracy. Be aware that investors should go through
the specific complete loan agreement before investing in any bonds and not base an investment decision based solely on information contained in this publication or report.

Pareto Securities Research has no fixed schedule for updating publications or reports.

Unless otherwise stated on the first page, the publication or reporthas not been reviewed by the issuer before dissemination. In instances where all or part of a report is presented to the issuer prior to
publication, the purpose is to ensure that facts are correct.

Validity of the publication or report
All opinions and estimates in this publication or report are, regardless of source, given in good faith and may only be valid as of the stated date of this publication or report and are subject to change
without notice.

No individual investment or tax advice

The publication or report is intended only to provide general and preliminary information to investors and shall not be construed as the basis for any investment decision. This publication or report has
been prepared by Pareto Securities Research as general information for private use of investors to whom the publication or report has been distributed, butit is not intended as a personal
recommendation of particular financial instruments or strategies and thus it does not provide individually tailored investmen tadvice, and does not take into accountthe individual investor’s particular
financial situation, existing holdings or liabilities, investment knowledge and experience, investment objective and horizon or risk profile and preferences. The investor must particularly ensure the
suitability of an investment as regards his/her finandal and fiscal situation and investmentobjectives. The investor bears the risk of losses in connection with an investment.

Before acting on any information in this publication or report, we recommend consulting your financial advisor.

The information contained in this publication or report does not constitute advice on the tax consequences of making any particular investment decision. Each investor shall make his/her own appraisd of
the tax and other financial merits of his/her investment.

Sources
This publication or reportmay be based on or contain information, such as opinions, recommendations, estimates, price targets and valuations which emanate from Pareto Securities Research’ analysts or
representatives, publicly available information, information fromother units or companies in the Group Companies, or other n amed sources.

To the extent this publication or report is based on or contains information emanating fromother sources (“Other Sources”) than Pareto Securities Research (“External Information”), Pareto Securities
Research has deemed the Other Sources to be reliable but neither the companies in the Pareto Securities Group, others assodated or affiliated with said companies nor any other person, guarantee the
accuracy, adequacy or completeness of the External Information.

Ratings

Equity ratings: “Buy” Pareto Securities Research expects this financial instrument’s total return to exceed 10% over the next12 months
“Hold” Pareto Securities Research expects this financial instrument’s total return to be between -10% and 10% over the next 12 months
“Sell” Pareto Securities Research expects this financial instrument’s total return to be negative by more than 10% over the next 12 months

Analysts Certification

The research analyst(s) whose name(s) appear on research reports prepared by Pareto Securities Research certify that: (i) all of the views expressed in the research report accurately reflect their personal
views about the subject security or issuer, and (i) no part of the research analysts’ compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed by the
research analysts in research reports that are prepared by Pareto Securities Research.

The research analysts whose names appears on research reports prepared by Pareto Securities Research received compensation that is based upon various factors including Pareto Securities’ total
revenues, a portion of which are generated by Pareto Securities’ investment banking activities.

Limitation of liability

Pareto Securities Group or other associated and affiliated companies assume no liability as regards to any investment, divest ment or retention decision taken by the investor on the basis of this
publication or report. In no event will entities of the Pareto Securities Group or other assodated and affiliated companies be liable for direct, indirect or incidental, special or consequential damages
resulting from the information in this publication or report.

Neither the information nor any opinion which may be expressed herein constitutes a solicitation by Pareto Securities Researc h of purchase or sale of any securities nor does it constitute a solidtation to
any person in any jurisdiction where solidtation would be unlawful. All information contained in this research report has been compiled from sources believed to be reliable. However, no representation
or warranty, express or implied, is made with respect to the completeness or accuracy of its contents, and it is not to be relied upon as authoritative.
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Risk information

The risk of investing in certain financial instruments, including those mentioned in this document, is generally high, as their market value is exposed to a lot of different factors such as the operational and
financial conditions of the relevant company, growth prospects, change in interest rates, the economic and political environment, foreign exchange rates, shifts in market sentiments etc. Where an investment
or security is denominated in a different currencyto the investor’s currency of reference, changes in rates of exchange may have an adverse effect on the value, price or income of or from thatinvestmentto
the investor. Past performance is nota guide to future performance. Estimates of future performance are based on assumptions that may not be realized. When investing in individual shares, the investor may
lose all or part of the investments.

Conflicts of interest

Companies in the Pareto Securities Group, affiliates or staff of companies in the Pareto Securities Group, may perform services for, solicit business from, make a market in, hold long orshort positionsin, or
otherwise be interested in the investments (including derivatives) of any company mentioned in the publication or report.

In addition Pareto Securities Group, or affiliates, may fromtime to time have a broking, advisory or other relationship with a company which is the subject of or referred to in the relevant Research, including
acting as that company's official or sponsoring broker and providing investment banking or other financial services. It is the policy of Pareto to seek to act as corporate adviser or broker to some of the
companies which are covered by Pareto Securities Research. Accordingly companies covered in any Research may be the subject o f marketing initiatives by the Investment Banking Department.

To limit possible conflicts of interest and counter the abuse of inside knowledge, the analysts of Pareto Securities Research are subjectto internal rules on sound ethical conduct, the management of inside
information, handling of unpublished research material, contact with other units of the Group Companies and personal account dealing. The internal rules have been prepared in accordance with applicable
legislation and relevant industry standards. The object of the internal rules is for example to ensure thatno analyst will abuse or cause others to abuse confidential information. It is the policy of Pareto
Securities Research that no link exists between revenues from capital markets activities and individual analyst remuneration. The Group Companies are members of national stockbrokers’ assodations in each
of the countries in which the Group Companies have their head offices. Internal rules have been developed in accordance with recommendations issued by the stockbrokers associations. This material has
been prepared following the Pareto Securities Conflict of Interest Policy.

The guidelines in the policy indude rules and measures aimed at achieving a suffident degree of independence between variou s departments, business areas and sub-business areas within the Pareto
Securities Groupin order to, as far as possible, avoid conflicts of interestfromarising between such departments, business areas and sub-business areas as well as their customers. One purpose of such
measures is to restrict the flow of information between certain business areas and sub-business areas within the Pareto Securities Group, where conflicts of interest may arise and to safeguard the
impartialness of the employees. For example, the Investment Banking departments and certain other departments included in the Pareto Securities Group are surrounded by arrangements, so-called Chinese
Walls, to restrict the flows of sensitive information from such departments. The internal guidelines also include, without limitation, rules aimed at securing the impartialness of, e.g., analysts working in the
Pareto Securities Research departments, restrictions with regard to the remuneration paid to such analysts, requirements with respect to the independence of analysts from other departments within the
Pareto Securities Group rules concerning contacts with covered companies and rules concerning personal account trading carried out byanalysts.

Distribution restriction

The securities referred to in this publication or report may notbe eligible for sale in some jurisdictions and persons into whose possession this document comes should informthemselves about and observe
any such restrictions. This publication orreportis notintended for and must not be distributed to private customers in the US, or retail clients in the United Kingdom, as defined by the Financial Conduct
Authority (FCA).

This research is only intended for and may only be distributed to institutional investors in the United States and U.S entities seeking more information about any of the issuers orsecurities discussed in this
report should contact Pareto Securities Inc. at 150 East 52nd Street, New York, NY 10022, Tel. 212 829 4200.

Pareto Securities Inc. is a broker-dealer registered with the U.S. Securities and Exchange Commission and is a member of FINRA &SIPC. U.S. To the extent required by applicable U.S. laws and regulations,
Pareto Securities Inc. accepts responsibility for the contents of this publication. Investment products provided by or through Pareto Securities Inc. or Pareto Securities Research are not FDICinsured, may lose
value and are not guaranteed by Pareto Securities Inc. or Pareto Securities Research. Investing in non-U.S. securities may entail certain risks. This document does not constitute or form part of any offer for
sale or subscription, nor shall it or any part of it form the basis of or be relied on in connection with any contract or com mitment whatsoever. The securities of non-U.S. issuers may notbe registered with or
subject to SEC reporting and other requirements. The information available about non-U.S. companies may be limited, and non-U.S. companies are generally not subject to the same uniform auditing and
reporting standards as U.S. companies. Market rules, conventions and practices may differ from U.S. markets, adding to transaction costs or causing delays in the purchase or sale of securities. Securities of
some non-U.S. companies may notbe as liquid as securities of comparable U.S. companies. Fluctuations in the values of national currencies, as well as the potential for governmental restrictions on currency
movements, can significantly erode principal and investment returns.

Pareto Securities Research may have material conflicts of interest related to the production or distribution of this research report which, with regard to Pareto Securities Research, are disclosed herein.

Distribution in Singapore

Pareto Securities Pte Ltd holds a Capital Markets Services License is an exempt financial advisor under Financial Advisers Act, Chapter 110 (“FAA”) of Singapore and a subsidiary of Pareto Securities AS.

This report is directed solely to persons who qualify as "accredited investors", "expert investors" and "institutional investors" as defined in section 4A(1) Securities and Futures Act, Chapter 289 (“SFA”)

of Singapore. This report is intended for general circulaion amongstsuch investors and does not take into account the specific investment objectives, financial situation or particular needs of any particular
person. You should seek advice from a financial adviser regarding the suitability of any product referred toin this report, takinginto account your s pecific finandal objectives, financial situation or particular
needs before making a commitment to purchase any such product. Please contact Pareto Securities Pte Ltd, 16 Collyer Quay, # 2 7-02 Income at Raffles, Singapore 049318, at +65 6408 9800 in matters arising
from, or in connection with this report.

Additional provisions on Recommendations distributed in the Canada

Canadian recipients of this research report are advised that this research report is not, and under no drcumstances is it to be construed as an offer to sell or a solicitation of or an offer to buyany securities
that may be described herein. This research report is not, and under no circumstances is itto be construed as, a prospectus, offering memorandum, advertisement or a public offering in Canada of such
securities. No securities commission or similar regulatory authority in Canada has reviewed or in any way passed upon this research report or the merits of any securities described ordiscussed herein and any
representation to the contrary is an offence. Any securities described or discussed within this research report may only be distributed in Canada in accordance with applicable provindal and territorial
securities laws. Any offer or sale in Canada of the securities described or discussed herein will be made only under an exemption from the requirements to file a prospectus with the relevant Canadian
securities regulators and only by a dealer properly registered under applicable securities laws or, alternatively, pursuantto an exemption from the dealer registration requirement in the relevant province or
territory of Canada in which such offer or sale is made. Under no circumstances is the information contained herein to be con strued as investmentadvice in any province or territory of Canada nor should it be
construed as being tailored to the needs of the recipient. Canadian recpients are advised that Pareto Securities AS, its affiliates and its authorized agents are not responsible for, nor do they accept, any
liability whatsoever for any direct orconsequential loss arising from any use of this research report or the information contained herein.

Distribution in United Kingdom
This publication isissued for the benefit of persons who qualify as eligible counterparties or professional dients and shou Id be made available only to such persons and is exempt from the restriction on
financial promotion in s21 of the Financial Services and Markets Act 2000 in reliance on provision in the FPO.

Copyright
This publication or report may not be mechanically duplicated, photocopied orotherwise reproduced, in full or in part, under applicable copyright laws. Any infringement of Pareto Securities Research’s
copyright can be pursued legally whereby the infringer will be held liable for any and all losses and expenses incurred by the infringement.
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Appendix A

Disclosure requirements pursuant to the Norwegian Securities Trading Regulations section 3-10 (2) and section 3-11 (1), letters a-b

The below list shows companies where Pareto Securities AS - together with affiliated companies and/or persons —own a portion of the shares exceeding 5 % of the total share capital in any company

where a recommendation has been produced or distributed by Pareto Securities AS.

Companies No. of shares Holdings in %
2,010,630 9.63 %

%,902,985 2134 %

Companies
SpareBank 1@stfold Akers|

Sparebanken Vest

No. of shares Holdings in %
140,00 9.20 %
6,11796 5.69 %

Helgeland Sparebank
Pareto Bank ASA

Pareto Securities AS or its affiliates own as determined in accordance with Section 13(d) of the US Exchange Act, 1 % or moreof the equity securities of :

Companies No. of shares Holdings in % Companies No. of shares Holdings in %

Helgeland Sparebank 2,010,630 963% SpareBank 1ISMN 1,885,567 145 %
Pareto Bank ASA 44,902,985 2134 % SpareBank 1Q@stfold Akers! 1,140,010 9.20 %
Selvaag Bolig ASA 2,171,447 2.32% Sparebanken M agre 305,239 3.09 %
SpareBank 1BV 1655,920 263% Sparebanken Sgr 433,49 277 %
SpareBank 1Nord-Norge 3,246,880 323% Sparebanken Vest 6,111,796 569 %

Pareto Securities AS may hold financial instruments in companies where a recommendation has been produced or distributed by Rireto Securities AS in connection with rendering investment services,

including Market Making.

Please find below an overview of material interests in shares held by employees in Pareto Securities AS, in companies where aecommendation has been produced or distributed by Pareto Securities AS. "By

material interest" means holdings exceeding a value of NOK 50 000.

Analyst Total Analyst Total

Company holdings* holdings Company holdings* holdings
AF Gruppen 0 18,535 Helgeland Sparebank 0 4,127
Aker 0 791 Ice Group 0 96,891
AkerBP 0 #%,269 Jeeren Sparebank 0 500
American Shipping Compar 0 3,500 Komplett Bank 0 104,079
Atlantic Sapphire 0 1105 Kongsberg Gruppen 0 34,18
Avance Gas 0 4580 KWS 75 75
Axactor 0 8,709 LergySeafood 0 2,050
BASF 270 270 Mowi 0 1904
Bonheur 0 46,65 Nordic Semiconductor 0 6,000
BRABank 0 1371000 Norsk Hydro 0 96,736
DNB 0 29,705 Norwegian Air Shuttle 0 49,491
DNO 0 457,388 Ocean Yield 0 39,037
DNOBUIIETN 0 7,000 Okeanis Eco Tankers 0 2,728
Entra 0 8,837 Orkla 0 18,644
Equinor 0 5,002 Pareto Bank 0 1279,375
Europris 0 %750 PGS 0 1656
Fjord1 0 50,000 PioneerProperty 0 2,050
Fjordkraft Holding 0 8,000 Protector Forsikring 0 4,785
Frontline 0 11730 REC Silicon 0 32,708
Gjensidige Forsikring 0 7,280 SalMar 0 200
Golden Ocean Group 0 1744  Sandnes Sparebank 0 27,532
Grieg Seafood 0 770 Scatec Solar 0 35,000
Hafnia Limited 0 10,000

This overview is updated monthly (last updated 17.03.2020).

*Analyst holdingsreferstopositionsheld by the Pareto SecuritiesAS analyst coveringthe company.

Company

Schibsted ASA B Aksjer
Seadrill

Selvaag Bolig
SpareBank 1BV
SpareBank 1Nord-Norge
SpareBank 1Ringerike Had:
SpareBank 1SMN
SpareBank 1SR-Bank
Sparebank 1Qstfold Akerst
SpareBank 1@stlandet
Sparebanken Sgr
Sparebanken Vest
Sparebanken Jst
Stolt-Nielsen

Storebrand

Subsea 7

Telenor

TGS-NOPEC

VOWASA

XXL

Yara International

Zenterio

Analyst
holdings*

O 0O 0O 0O 0O 0O OO O O OO0 0O 0O o0 O o0 0 0 0 o O

Total
holdings

597
8,689
2,000

22,700
27,325
500
22,865
30,040
450
2,61
15,840
5,869
1500
42,426
6,65
1139
2,731
2,000
4,781
9,279
4,253
78,865
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Appendix B

Disclosure requirements pursuant to the Norwegian Securities Trading Regulation § 3-11, letters e-f, ref the Securities Trading Act Section 3-10

Overview over issuers of financial instruments where Pareto Securities AS have prepared or distributed investment recommendation, where Pareto Securities AS have been lead manager/co-lead manager
or have rendered publicly known not immaterial investment banking services over the previous 12 months:

2020Bulkers GG. St. Kongensgade 100 og 106 Ocean Yield
AdvanziaBank HafniaLimited Odfjell SE

AfricaEnergy Hafslund E-CO OKEA

African Petroleum Corporation Hunter Group ASA Otiga Group

Agder Energi HérmannIndustries ParetoBank

Aker ASA Ice Group Petroleum Geo-Services
American Tanker ICWHolding PetroTal

Belships Kingfish Zeeland Pinewood Laboratories
BRAbank KlavenessCombination CarriersASA Pioneer Property Group
BWEnergi LifeFit Providencesinv. Mngmt Pty
Cabonline Group Holding AB LuxaviationHolding Questerre Energy
CentralNic Group Monobank ASA SandnesSparebank

DNO MutaresSE& Co.KGaA Seadrill

Erwe Immobilien Navig8 Shamaran Petroleum
EuromicronAG Navigator Holdings Sparebanken Vest

Exmar NV Norbit ASA Stolt Nilsen

FiloMining Corp NorthernOcean TEMPTON Dienstleistungen
Flex LNG NorwegianAir Shuttle United Camping AB

Floatel NouveauMonde Graphite Vantage Drilling

Genel Energy

This overview is updated monthly (this overview is for the period 28.02.2019 — 29.02.2020).

Appendix C
Di . ian Securities Trading R 00§ 3-

Distribution of recommendations

Recommendation % distribution
Buy 56 %

Hold 39 %

Sell 5%

Distribution of recommendations (transactions*)

Recommendation % distribution
Buy 87 %
Hold 1B %
Sell 0%

* Companies under coverage with which Pareto Securities Group has on-going or completed public investment banking services in the previous 12 months

This overview is updated monthly (last updated 17.03.2020).
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Appendix D
This section applies to research reports prepared by Pareto Securities AB.

Disclosure of positions in financial instruments
The beneficial holding of the Pareto Group is 1 % or more of the total share capital of the following companies included in P areto Securities AB's research coverage universe: None

The Pareto Group has material holdings of other financial instruments than shares issued by the following companies induded in Pareto Securities AB’s research coverage universe: None
Disclosure of assignments and mandates

Overview over issuers of financial instruments where Pareto Securities AB has prepared or distributed investment recommendation, where Pareto Securities AB has been lead manager or coH1ead manager
or has rendered publicly known not immaterial investment banking services over the previous twelve months:

Azelio
Bionvent

Climeon

Green Landscaping Holding
IRRAS AB
Jetpak Top Holding AB

Mentice AB
Pledpharma AB
QleanAir Holding

Sedana Medical

ShaM aran Petroleum

Members of the Pareto Group provide market making or other liquidity providing services to the following companies induded in Pareto Securities AB’s research coverage universe:

ByggPartner i Dalarna Holding
Cibus Nordic Real Estate
Isofol Medical

Magnolia Bostad
Saltangen Property Invest

SciBase Holding

Sedana Medical

ShaM aran Petroleum

Tethys Oil

Vostok Emerging Finance

Members of the Pareto Group have entered into agreements concerning the inclusion of the company in question in Pareto Securities AB’s research coverage universe with the following companies: None

Member of the Pareto Group is providing Business M anagement services to the following companies:

Bosjo Fastigheter AB

Bonasudden

Braviken Logistik

Delarka

Halmslétten

Logistri

M élarasen

Sydsvenska Hem

Members of the Pareto Group have entered into agreements concerning the inclusion of the company in questionin Pareto Securities AB’s research coverage universe with the following companies: None

This overview is updated monthly (last updated 17.03.2020).

Appendix E

Designated Sponsor
Pareto Securities acts as a designated sponsor for the following companies, including the provision of bid and ask offers. Th erefore, we regularly possess shares of the company in our proprietary trading
books. Pareto Securities receives a commission from the company for the provision of the designated sponsor services.

2G Energy *
Baywa
Biotest *

Brenntag

CORESTATE Capital Holding S.A.

Daldrup & S6hne
Demire
Epigenomics AG*
Gesco *

GFT Technologies *

*The designated sponsor services indude a contractually agreed provision of research services.

Appendix F

Gigaset *

Heidelberg Pharma *
Hypoport AG

Intershop Communications AG
ISRA Vision

Leifheit

Logwin *

Manz AG*

MAX Automation SE

M erkur Bank

MLP*

MOBOTIX AG
mutares

OVB Holding AG
Procredit Holding *
PSI SOFTWAREAG *
PWO*

RIB Software *
S&TAG*

Schaltbau Holding AG *

Sponsored Research
Pareto Securities has entered into an agreement with these companies aboutthe preparation of research reports and—in return - receives compensation.

Adler M odemaerkte
Baywa

BB Biotech
B.R.A.ILN.

comdirect

This overview is updated monthly (last updated 17.03.2020).

Daldrup & S6hne
Dermapharm Holding SE
First Sensor

Godewind Immobilien AG

Hypoport AG

Intershop Communications AG
Leifheit

MAX Automation SE

Merkur Bank

MOBOTIX AG

SCOUT24

Siemens Healthineers AG
SMT Scharf AG *
Surteco Group *

Syzygy AG *

TAKKT AG

Vapiano

va-Q-tec *

Viscom*

mutares

OHB SE

OVB Holding AG
Siegfried Holding AG

Vapiano
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