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Downstream Oil & Gas Risk/Reward Index

Our Downstream Qil & Gas Risk/Reward Index (RRI) quantifies and ranks a market’s attractiveness
within the context of the downstream industry, based on the balance between the Risks and Rewards
of entering and operating in different markets.

We combine industry-specific characteristics with broader economic, political and operational market characteristics. We
weight these inputs in terms of their importance to investor decision making in a given industry. The result is a nuanced
and accurate reflection of the realities facing investors in terms of: 1) the balance between opportunities and risk; and 2)
between sector-specific and broader market traits. This enables users of the index to assess a market’s attractiveness in a
regional and global context.

The index uses a combination of our proprietary forecasts and analyst assessment of the regulatory climate. As regulations

evolve and forecasts change, so the Index scores change providing a highly dynamic and forward-looking result.

The Downstream Oil & Gas Risk/Reward Index universe comprises 92 markets.

Benefits of using BMI’s Downstream Qil & Gas RRI

Global Index: A global table, ranking all the markets in
BMI’s universe for downstream from most attractive
(closest to zero) to most risk (closest to 100).

Accessibility: Easily accessible, top down view of the
global, regional or sub-regional Risk/Reward profiles.

Comparability: Identical methodology across 92 markets
for downstream oil allows users to build lists of markets
they wish to compare, beyond the confines of a global or
regional grouping.

Scoring: Scores out of 100 with a wide distribution,
provide nuanced investment comparisons. The higher
the score, the less favourable the profile.

Quantifiable: Quantifies the rewards and risks of doing
business in the downstream sector in different markets
around the world and helps identify specific flashpoints
in the overall business environment.

fitchsolutions.com/bmi

Comprehensive: Comprehensive set of indicators,
assessing industry-specific risks and rewards alongside
political, economic and operating risks.

Entry Point: A starting point to assess the outlook for
the downstream sector, from which users can dive into
more granular forecasts and analysis to gain a deeper
understanding of the market.

Balanced: Multi-indicator structure prevents outliers and
extremes from distorting final scores and rankings.

Methodology: The Index is created using a combination
of proprietary BMI forecasts, analyst insights and
globally acceptable benchmark indicators.
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Weightings of Categories and Indicators

Oil & Gas Risk/Reward Index - Downstream

Refining Capacity (000b/d)
Utilisation Rates (%)

Overweight on

Domestic Fuels Demand (000b/d) Industry Rewards Rewards
Fuels D d Growth (% —_—
uels Demand Grow (%) 20%
Regional Fuels Demand (000b/d)
Remaining Life of Infrastructure Rewards
Net Crude Exports (0O00b/d) 90%
State Asset Ownership (%)

. Country Rewards .
Population . - 32/0% Risk/Reward
Population Growth (%) Index
L Risk Ind Ind Risk 100%

ogistics Risk Index ) ndustry Risks
Fuel Subsidy 50% ™~
NES
10%

Long Term Economic Risk Index
Short Term Economic Risk Index
Political Risk Index

Operational Risk Index

Country Risks /

50%

The RRI matrix divides into two distinct categories:

Rewards: Evaluation of an Industry’s size and growth
potential (Industry Rewards), and also macro industry
and/or market characteristics that directly impact the
size of business opportunities in a specific sector
(Country Rewards).

Risks: Evaluation of micro, industry-specific
characteristics, crucial for an industry to develop to its
potential (Industry Risks) and a quantifiable assessment
of the market’s political, economic and operational
profile (Country Risks).

fitchsolutions.com/bmi

Assessing our weightings

Our matrix is deliberately overweight on Rewards (90% of
the final RRI score for a market) and within that, the Industry
Rewards segment (70% of final Rewards score). This is to
reflect the fact that when it comes to long term investment
potential, industry size and growth potential carry the most
weight in indicating opportunities, with other structural
factors (demographic, labour statistics and infrastructure
quality) weighing in, but to a slightly lesser extent. In
addition, our focus and expertise in Emerging and Frontier
Markets has dictated this bias towards industry size and
growth to ensure we are able to identify opportunities in
markets where regulatory frameworks are not as developed
and industry sizes not as big as in developed markets, but
where we know there is a strong desire to invest.


http://www.fitchsolutions.com/bmi
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Indicators, Rationale and Sources

Table: Oil & Gas Reward Index - Downstream, Indicators

Indicator Source Rationale

REWARDS

Industry Rewards

Refining Capacity
(000b/d) - 5 year
average

BMI Forecast

Quantifies the current size of the refining sector as a comparison to peer
markets.

Utilisation Rates (%)
- 5 year average

BMI Calculation

Outlines the efficiency of the existing facilities, identifying over or under
capacity.

Domestic Fuels
demand (000b/d)
- 5 year average

BMI Forecast

Shows the size of the domestic market demand as a comparison to peer
markets.

Fuel Demand
(% Growth) - 5 year

BMI Forecast

Indentifies the domestic demand opportunity and trend in consumption

patterns.
average
agionel U Shows the regional export market size to represent the opportunity for
Demand - 5 year BMI Forecast & P P PP Y
exports.
average
Life Span of BMI Calculation Approximate calculation of the !lfg span of |pfra§tructure to identify the
Infrastructure need remaining operating life.

Theoretical Net
Crude Exports
(000b/d)

- 5year

BMI Calculation

Identifies spare capacity of domestic oil supply as a potential feedstock.

Country Rewards

State asset
ownership (%)

BMI Calculation

Indicates how much of the given market is open for private investment.

Population

BMI Calculation

Assesses market size based on total population size.

Population Growth
(%)

BMI Calculation

Assesses potential market size based on the population growth rate over
five years.

Source: BMI

fitchsolutions.com/bmi
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Indicators - Explanation and Sources

Table: Oil & Gas Risk Index - Downstream, Indicators

Indicator Source Rationale

RISKS
Industry Risks
. . . BMI Operational Offers a comparative indicator on ease of transport for feedstock supply,
e stes [NEl g Risk Index fuels distribution and import/export flexibility.
Fuel Subsidies BMI Calculation Penalizes a markets’ score if fuels prices are sold at below market costs.
Country Risks

The LT ERI takes into account the structural characteristics of economic
growth, the labour market, price stability, exchange rate stability and the

BMI Country Risk
sustainability of the balance of payments, as well as fiscal and external

Long Term Economic
debt outlooks for the coming decade.

Risk Index Index
The ST ERI seeks to define current vulnerabilities and assess real GDP
Short Term BMI Country Risk growth, inflation, unemployment, exchange rate fluctuation, balance of
Economic Risk Index Index payments dynamics, as well as fiscal and external debt credentials over
the coming two years.
BMI Country Risk The Political Risk Index is a score made up of the mean average across
Political Risk Index | Y three distinct pillars: Governance Risk, Society Risk, and Security Risk that
ndex . P S
are aggregated into an overall assessment of ‘Political Risk’.
Operational Risk BMI Operational The ORI focuses on existing conditions relating to four main risk areas:
Index Risk Index Labour Market, Trade and Investment, Logistics, and Crime and Security.
Source: BMI

fitchsolutions.com/bmi
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About BMI

In an uncertain macroeconomic environment, BMl’s countries and sectors, with deep insight into emerging
systematic, independent and data-driven market insights, markets. Our detailed intelligence is frequent, consistent
analysis and forecasts enable you to recognize and assess risks  and systematic, enabling you to easily make comparisons
and opportunities across 200+ markets and 20+ industries. and interrogate data to support your strategic plans and

For more than 40 years, we have provided impartial and investment decisions.

transparent analytics, data and research across themes, Learn more at fitchsolutions.com/bmi

Client Services

A dedicated team of client services professionals based in New York, London, Hong Kong, Singapore and Tokyo provide
client support. You can contact this team by the following email fscustomersupport@fitchsolutions.com or the phone
numbers below:

LONDON NEW YORK HONG KONG
+44 20 3530 2400 +1 212 908 0800 +852 2263 9999
SINGAPORE TOKYO

+65 6796 7231 +81 3 6897 8986
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