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China Energy: Oil: 3026 Preview: Widening valuation discount signals
Upstream re-rating potential; Buy CNOOC, PetroChina

While the valuation gap between Chinese oil majors and DM peers has widened Amber Cai
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(Exhibit 1), we see a potential transition from Phase 7 (where DM names have R CA LRI DU
commanded a premium for cleaner exposure to higher prices of oil, gas and refined Nikhil Bhandari
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products, and more direct earnings translation into shareholder distributions) to 1ose ) grlat we g 1o
Phase 2 (where sustained commodity prices and a wide valuation gap redirect B
investor focus toward discounted names with high FCF yields). Within our coverage, R,‘f’".d.‘f Lau bt b s
upstream-leveraged CNOOC and PetroChina look well-positioned to re-rate toward e
global peers given their better cash flow generation profiles (Exhibit 3-Exhibit 4);

meanwhile, Sinopec’s refining margins face persistent headwinds' in 2H26, and we

see the stock as more fairly valued relative to the sector average (Exhibit 5-Exhibit 6).

Even absent a re-rating, we believe CNOOC and PetroChina offer attractive dividend

yields (7%/6% in 2027E respectively) backed by robust FCF yields (14%/10% in

2027E respectively), with our base case Brent oil prices at US$80/$75 per bblin

2027E/28E.

With this note, we refresh our earnings estimates of PetroChina, Sinopec and
CNOOC, marking-to-market for 2Q & 3Q key commodity prices and margins (Exhibit
8). For upstream-leveraged names (PetroChina and CNOOC), we expect a moderate
sequential decline in 3Q earnings relative to 2Q, largely driven by softer qoq realized
crude prices (Exhibit 10-Exhibit 11); for Sinopec, we expect a moderate increase in
3Q earnings vs. 2Q, reflecting a sequential recovery in refining utilization and
downstream product demand (though both indicators remain low yoy, Exhibit

12-Exhibit 14).

We reiterate our Buy ratings on CNOOC (new 12-month TP HK$31.60, vs. HK$31.90
prior) and PetroChina (new 12-month H/A-share TPs of HK$12.10/Rmb15.50, vs.
HK$11.90/Rmb15.80 prior). We assess that current share prices of CNOOC and
PetroChina are discounting long-term Brent prices of c.US$60/bbl. We maintain our
Neutral rating on Sinopec, lifting our 12-month H/A-share TPs to
HK$4.50/Rmb6.00 (from HK$4.10/Rmb5.60), mainly reflecting a mark-to-market
adjustment of the target EV/EBITDA multiple to an updated 5-year average of 3.9X
(from 3.7X).

Our refining margins tracking assumes a uniform crude purchasing pace regardless of crude prices and
freight costs: actual pracurement schedules are tactical and may cause reahzed average costs to diverge
from the simplified modeling.

Goldman Sachs does and seeks to do business with companies covered in its research reports. As a result, investors
should be aware that the firm may have a conflict of interest that could affect the objectivity of this report.
Investors should consider this report as only a single factor in making their investment decision. For Reg AC
certification and other important disclosures, see the Disclosure Appendix, or go to
www.gs.com/research/hedge.html. Analysts employed by non-US affiliates are not registered/qualified as research
analysts with FINRA in the U.S.
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Exhibit 1: The valuation discount for Chinese oil majors vs.
DM peers widened following Middle East supply
disruptions
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*China: PetroChina, Sinopec, CNOOC / **DM: Conoco, BP, Total, Chevron,
Exxon, Occidental, Diamondback, EQG, Devon, Coterra, Aker BP

Source: Company data, Goldman Sachs Global Investment Research
Exhibit 3: Within our coverage, upstream-leveraged

CNOOC and PetroChina are well-positioned to re-rate
toward global peers
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Source: Company data. Goldman Sachs Global Investment Research

Exhibit 5: Domestic refining margins faced persistent
headwinds in 3Q...

USS/bbl SOE: refining margins (incl. inventory gains/losses)
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Exhibit 2: Valuations of Asia E&P stocks reflect Brent oil
prices below the five-year forward Brent prices

UsSan Brent price implied in Asia E&Ps
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*Include: PetroChina, CNOOC, ONGC and PTTEP

Source: Datastream, Goldman Sachs Global Investment Research

Exhibit 4: PetroChina and CNOOC see higher FCF yield
across oil price scenarios among China oil majors
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Exhibit 6: ...with fresh weakness emerging into 4Q

uss/bbl SOE: refining margins (excl. inventory gains/losses)
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Exhibit 7: CNOOC and PetroChina offer attractive dividend yield backed by robust FCF yield
EVI1P 2024-27E E&P

Dividend Reserves Volume Growth
Yield (%) I ($/BOE) CAGR (%)

M Chinese Big Oils

1 CNOOC 14% 7% 3.4X 0.46X 221 13% {12%) 5%

2 PetroChina 10% 6% 39X 0.36X 15.0 9% 4% 2%

3 Sinopec 5% 6% 46X 0.31X 6% 36% 2%
IEN india/ASEAN Oils

1 PTTEP 6% 6% 3.9X 0.31X 11.9 8% 7% 5%

2 PTT 9% 8% 6.3X 0.50X 8% 35%

3 ONGC 14% 8% 4.2X 0.46X 7.5 1% 32% (0%)
Upstream

1 ConocoPhillips B% 2% 68X 095X 285 13% 21% 6%

2 Chevron Corp 9% 3% 7.3X 1.00X 384 13% 8% 8%
BN integrated oil

1 Shell 14% 3% 4.8X 0.63X 325 12% 15% 3%

2 BP 14% 4% 4.0X 0.48X 205 1% 17% t1%)

3 Exxon Mobil 6% 2% 9.6X 1.27X 40.9 12% 6% 6%

4 TotalEnergies 11% 5% 5.6X 0.56X 19.0 9% 20% 5%
E Downstream

1 Phillips 66 10% 2% 8.4X 1.83X 20% 40%

2 Marathon Petroleum 10% 1% 8.5X 1.86X 20% 78%

3 Neste 12% 4% 6.5X 112X 16% 16%

Average 10% 5% 5.9X 0.81X 23.7 12% 21% 4%

MNote: Green highlight representing top quartile among global peers.

Source: Goldman Sachs Global Investment Research

Exhibit 8: Earnings and TP update

Target price EBITDA GS Estimate GS Revisions GS vs Cons
Old New Change Upside/  Tolal 2025 2026E 2027E 2028E 2026E 2027E 2028E 2026E 2027E 2028E
% Downside retums mafmb  mnemb  mnrmb  mnrmb % % % % % Yo
0857 HK hk$ 11.90 hk$ 12.10 2% 17% 23%
PetroChi 467,366 519099 528154 544628 4% -2% 2% 3% 6% 10%
etroChing  oo1Bs7SS mMb1580 b 1550 2%  24%  28% "‘ : ‘
D386 HK hk$ 410 hk$ 4 50 10% -2% 4%
Si 184366 195776 209734 228392 0% 1% 3% -2% 1% 3%
Hopes 600028558 mmb560 rmb6.00 7% 6% 1% ’ ¢ "
CNOOC DBB3 HK hk$ 3190 hk$ 31.60 1% 2B% 3% 249364 305060 297917 2BB035 0% 2% -2% 1% 2% -1%

Source: Company data, Goldman Sachs Global Investment Research, Bloomberg

Exhibit 9: PetroChina and CNOOC could achieve FCF Exhibit 10: For upstream names, we expect a moderate
breakeven at c.US$30/bbl Brent oil prices sequential decline in 3Q earnings relative to 2Q...
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Exhibit 11:...largely driven by softer qoq realized crude Exhibit 12: For Sinopec, we expect a moderate increase in
prices 3Q earnings vs. 2Q
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Exhibit 13: Refining utilization saw a sequential increase in Exhibit 14: ...as well as oil product demand
3Qvs. 2Q...
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China Energy: Oil

Earnings, Price Targets, Risks & Methodology

16 October 2026

PetroChina (Buy)

Earnings/TP changes: Our new 12m TPs for the H/A are HK$12.10/Rmb15.50 (vs.
HK$11.90/Rmb15.80 prior), which continue to be SOTP-based. The TP changes reflect
higher commaodity assumptions - our macro team earlier raised the 2027E oil price to
Us$80/bbl (from $75/bbl) and expected shallower declines across 2027-28E JKM gas
prices; these gains are partially offset by higher operating costs reported in 2Q results
and widened imported gas losses resulting from higher oil-indexed import costs. The TP
changes also reflect raising the EV/EBITDA multiple to 3.9X (from 3.7X) for the refining &
chemical and marketing segments - in line with Sinopec {which reflects a refreshed
rolling 5 year average), and marking-to-market the A-share premium to 39% from 45%,
aligned with the refreshed 3-year average (a period coinciding with the latest round of
SOE reform).

0857.HK 12m Price Target: HK$12.1 Price: HK$10.34 Upside: 17%
Buy 38 Fore

12125 12/26E 12/27E 12/2B8E
Market cap: HK$1.91r / $241.1bn  Revenue (Rmb mn) New 2,864,469.0 3,015561.0 29958723 29279485
Enterprise value: HK$2 2ir / $286. 6bn  Revenue (Rmb mn) Old 28644690 30237842 29108942 29126526
3m ADTV :HK$739.2mn/ $94.2mn  EBITDA (Rmb mn) 467.366.0 519.099.1 528.153.9 544 627.5
China EPS (Rmb) New 0.86 1.05 1.08 1.12
Asia Energy & Chemicals EPS (Rmb) Old 0.88 113 112 1.08
PIE (X) 7.5 8.4 8.2 78
M&A Rank:3  P/B (X) 07 08 09 08
Leases incl. in net debt & EV?: Yes Dividend yield (%) 73 6.1 64 6.6
CROCI (%) 9.0 9.0 8.7 86
3726 6/26 9/26E 12/26E
EPS (Rmb) 026 0.30 026 0.22

Source: Company data. Goldman Sachs Research eslimales, FaciSet Pnce as of 14 Ocl 2026 close

601857.55 12m Price Target: Rmb15.5 Price: Rmb12.55 Upside: 23.5%
Buy 3S Fur o

12125 12/26E 12/27€ 12/2BE
Market cap: Rmb2.3tr / $343.2bn  Revenue (Rmb mn) New 2,864,469.0 3,015561.0 29958723 29279485
Enterprise value: Rmb2 6tr / $388.7bn  Revenue (Rmb mn) Old 2,864 4690 30237842 20108942 29126526
3m ADTV :Rmb1.6bn/ $241.7mn  EBITDA (Rmb mn} 467.366.0  519.099.1 5281539 5446275
! China EPS (Rmb) New 0.86 1.05 1.08 1.12
Asia Energy & Chemicals EPS (Rmb) Oid 0.86 112 112 1.08
PiE (X) 101 11.9 1186 1.2
M&A Rank: 3 P/B (X) 1.0 13 13 1.2
Leases incl. in net debt & EV?: Yes Dividend yield (%) 54 4.3 45 47
CROCI (%) 9.0 9.0 87 86
3126 6/26 9/26E 12/26E
EPS (Rmb) 0.26 0.30 0.26 022

Source: Company data. Goldman Sachs Hesearch estimates, FaciSet Prce as ol 14 Oct 2026 clase
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Exhibit 15: PetroChina’s 2027E earnings could benefit from higher oil prices, though the net positive impact on EBITDA
narrows when oil goes higher
PetroChina earnings sensitivity analysis

PetroChina ___________________________________________________________________________________ |
14-Oct-26

Share price (HK$/share}) 10.340
Brent oil price scenarios (2027 average)
2027E measures US$ 60/bbl  USS$ 70/bbl  USS 80/bbl  USS$ 90/bbl  US$ 100/bbl  70vs. 60 BOvs. 70 90vs. 80 100vs, 90
Total EBITDA mn rmb 436,892 484,538 528,154 561,691 572,131 11% 9% 6% 2%
Upstream E&P mn rmb 293,328 349,221 401,082 442 BES 479,944 55,893 51,861 41,783 37,079
Refining & chemicals mn rmb 50,640 55,746 60,853 65,960 52,673 5107 5107 5107 -13,286
Marketing mn rmb 38,589 38,589 38,589 38,589 38,589 0 0 0 0
Natural gas sales mn rmb 74,680 61,327 47,975 34,622 21,270 -13,352 -13,352 -13,352 -13,352
Head office and other mn rmb (20,345} (20,345) {20,345) (20,345) (20,345) 0 0 0 0
DACF mn rmb 404,665 440,957 474171 499,693 507,597 9% 8% 5% 2%
Net income mn rmb 134,673 167,458 197 464 220,542 227,772 24% 18% 12% 3%
EPS rmbishare 0.74 091 1.08 1.21 1.24 24% 18% 12% 3%
ROE % 7.7% 9.6% 11.2% 12.5% 129% 24% 17% 1% 3%
CROCI % 7.4% 8.1% 8.7% 9.2% 9.4% 9% 8% 5% 2%
FCF yield* Yo 7.6% 86% 10.3% 11.6% 11.9% 14% 20% 12% 2%
Dividend yield % 4.0% 5.0% 5.9% 6.6% 6.8% 24% 18% 12% 1%
P/E X 12.89 10.37 879 7.87 762 -20% -15% -10% -3%
EVIDACF X 47 43 39 369 3.62 9% -8% 6% -2%

"Note: Assuming a 5% reduction from the base case capex for US$60/bbl oil.

Source: Company data, Goldman Sachs Global investment Research

PetroChina is a state-owned integrated oil and gas company in China, operating E&P,
refining, and downstream distribution businesses nationwide. We are Buy-rated on
PetroChina (H/A), whose cash flow could cover both our base case capex and dividend
at less than US$60/bbl Brent, while offering attractive dividend yield. PetroChina is
supported by robust upstream gas earnings and significant cost-saving potential, via
replacing external grid power with self-generated green power, alongside Al/digital
initiatives. Downside risks: Lower oil prices than expected; more competitive global gas
market leading to gas earnings headwinds over the medium term.

Our 12-month target prices for the H/A shares are HK$12.10/Rmb15.50 based on a
sum-of-the-parts (SOTP) methodology, with the valuation base year being blended
2027E/28E. For the E&P segment, we continue to use 50% DCF + 50% EV/DACF in
valuation. We use a 3.5X EV/DACF multiple for the 50% blend component of E&P
valuations, in line with how we value upstream pure-play E&P names like ONGC. We
apply a 3.9X target EV/EBITDA multiple for its refining & chemical and marketing
segments. We apply a 4.0X EV/EBITDA multiple for the natural gas segments, at a
discount to regional peers, to reflect LNG import losses. We also apply an A-share
premium of 39%.

Key downside risks: Downside risks: Lower oil prices than expected; more competitive
global gas market leading to gas earnings headwinds over the medium term.

T Octuber 2026 G
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China Energy: Oil

China Petroleum & Chemical (Neutral)

Earnings/TP changes: Our new 12m TPs for the H/A shares are HK$4.50/Rmbh6.00
(from HK$4.10/Rmb5.60), which continue to be EV/EBITDA-based. The TP increases
mainly reflect a mark-to-market adjustment of the target EV/EBITDA multiple to an
updated 5-year average of 3.9X (from 3.7X). We also mark-to-market the A-share
premium to 46% from 48%, aligned with the refreshed 3-year average (a period
coinciding with the latest round of SOE reform). The earnings changes mainly reflect
higher commaodity assumptions - our macro team earlier raised the 2027E oil price to
Us$80/bbl (from $75/bbl), as well as marking-to-market for 2Q26 results & 3Q26
commodity prices and margins.

0386.HK 12m Price Target: HK$4.5 Price: HK$4.59 Downside: 1.9%

12125 12/26E 1212TE 12/28E

Market cap: HK$555.1bn / $70.7bn  Revenue (Rmb mn) New 2,783,583.0 29955041 2,870,978.0 2,726,141.2

Enterprise value: HK$1.2ir / $149.6bn  Revenue (Rmb mn} Old 27835830 30000115 27658149 27530671

3m ADTV :HK$506.2mn/ $64.5mn EBITDA (Rmb mn) 184,366.0 195.775.5 2097338 2283918

China EPS {(Rmb) New 0.27 035 0.39 0.47

Asia Energy & Chemicals EPS (Rmb) Old 0.27 0.35 0.43 0.50

P{E (X) 146 11 100 83

M&A Rank: 3  P/B (X) 086 0.6 06 0.5

Leases incl. in net debt & EV?: Yes Dividend yield (%)} 5.1 6.3 65 78

CROCI (%) 6.0 5.7 57 5.9

3/26 6/26 9/26E 12/26E

EPS [Rmb) 0.15 0.07 007 0.06
Source: Company dala, Goldman Sachs Research eshmates. FactSel Pnce as of 14 Oct 2026 close

600028.5S 12m Price Target: Rmb6 Price: Rmb5.65 Upside: 6.2%

12125 12/26E 12/27E 12/28E

Market cap: Rmb684.1bn / $102.2bn  Revenue (Rmb mn) New 2,783,583.0 29955041 2870,978.0 2,726,141.2

Enterprise value: Rmb1.2tr / $181.1bn  Revenue (Rmb mn} Old 2,783,583.0 30000115 27658149 2753.0671

3m ADTV :Rmb1.3br/ $184.4mn  EBITDA (Rmb mn}) 184,366.0 195.775.5 209,733 8 2283918

China EPS (Rmb) New 0.27 0.35 0.39 0.47

Asia Energy & Chemicals EPS (Rmb) Old 027 035 .43 0.50

PIE (X) 216 16.0 145 120

M&A Rank: 3 P/B (X) 08 08 08 08

Leases incl. in net debt & EV?: Yes Dividend yield (%) 35 4.4 45 54

CROCI (%) 6.0 57 57 59

- 3/26 6/26 9/26E 12/26E

( EPS (Rmb) 015 007 007 0.06
S;u::: Cuumpany data, Gol 1 Sachs R J . FaciSai. Pnce as of 14 Oco1 2026 close




Goldman Sachs China Energy: Oil

Exhibit 16: We expect Sinopec earnings to likely fall when oil prices rise above US$90/bbl, despite potential inventory
gains and upstream earnings boosts
Sinopec earnings sensitivity analysis

14-0cl-26
Share price (HK$/share) 4 585
Brent cil price scenarios (2027 average) S
2027E measures US$ 60/bbl  USS 70/bbl  US$ 80/bbl USS$ 90/bbl USS 100/bbl  70vs.60 80vs.70 90vs.80 100vs. 90
Total EBITDA mn rmb 166,703 189,986 209,734 227,883 218,547 14% 10% 9% 4%
Upstream E&P mn rmb 86.887 103,300 116,179 127,459 137.513 16,414 12,879 11,280 10.054
Refining & chemicals** mn rmb 16,445 23314 30,183 37,052 17,662 6,869 6.869 6,869 -19,390
Marketing and distribution mn rmb 35774 5,774 35774 35774 35774 0 0 0 0
Chemicals mn rmb 26.880 26,890 26.890 26,890 26,890 0 0 0 0
Corporate and others mn rmb 708 708 708 708 708 0 0 0 0
Refining (excl. inventory g/l}  mn rmb 40.899 40,899 40,899 40,899 14,639 0 0 0 -26.260
EBITDA (excl. inventory g/l] mn rmb 191,157 207,571 220,450 231,729 215,524 9% 6% 5% -T%
Net income mn rmb 18.517 34,055 47.231 59,338 53.167 Ba% 39% 26% -10%
EPS rmb/share 0.15 0.28 0.39 0.49 0.44 84% 39% 26% -10%
ROE % 2.2% 4.0% 5.6% 7.0% 6.3% 83% 38% 25% -10%
CROCI % 4.7% 5.3% 57% 6.1% 59% 1% 9% T% 4%
FCF yield® % 1.5% 3.0% 51% 7.0% 4.8% 95% 73% 37% -32%
Dividend yield % 24% 4.4% 6.0% 7.6% 6.8% B4% 9% 26% -10%
P/E X 27.47 14.94 10.77 857 957 -46% -28% -20% 12%
EV/EBITDA X 49 4.3 39 355 374 -12% -10% -8% 5%

*Note: Assuming a 5% reduction from the base case capex for US$60/bbl oil,
“*Inclusive of inventory gain/loss

Source: Company data, Goldman Sachs Global Investment Research

China Petroleum & Chemical (Sinopec) is a state-owned integrated oil and gas company,
with relatively higher earnings contribution from refining than its peers. We are Neutral
rated on Sinopec (H/A), as we expect Sinopec to experience a period of weak FCF due to
weak refining and chemical margins, leading to our preference for the more upstream
names (e.g. PetroChina, CNOOC) in our coverage. Key risks: Lower/higher oil prices or
weaker/stronger oil time spreads than expected; stronger/weaker refining or chemical
margins than expected; higher/weaker-than-expected cost pass-through of imported
LNG.

Our 12m TPs for the H/A shares are HK$4.50/Rmb6.00. Our target prices are based on a
blended 2027E/2028E EV/EBITDA, applying a target multiple of 3.9X. We apply an
A-share premium of 46%.

Key risks: Lower/higher oil prices or weaker/stronger oil time spreads than expected;
stronger/weaker refining or chemical margins than expected;
higher/weaker-than-expected cost pass-through of imported LNG.

16 October 2026 =
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CNOOC (Buy)

Earnings/TP changes: Our new 12m TP is HK$31.60 (vs. HK$31.90 prior), which
continues to be based on a 50/50 blend of DCF and EV/DACF. The TP decrease mainly
reflects lowered production volume forecast (marking-to-market for 2Q) and a
moderate increase in operating cost, which is partially offset by higher oil prices (our
macro team earlier raised the 2027E oil price to US$80/bbl from $75/bbl)

0883.HK 12m Price Target: HK$31.6 Price: HK$24.72 Upside: 27.8%
Buy 55 Freras

) 12125 12/26E 12/27E 12/28E
FEE Market cap: HK$1.2tr / $149.7bn  Revenue (Rmb mn) New 398,220.0 490,176.8 468,005.8 4491242
Enterprise value: HK$1.1tr / $134.0bn  Revenue {Rmb mn} Old 3982200 4797076 4532046 4591699
3m ADTV :HK$1.5bn/ $192.1mn  EBITDA (Rmb mn) 2493640 3050601 2979172 2880351
China EPS (Rmb} New 2.57 341 3.36 3.28
Asia Energy & Chemicals EPS (Rmb} Old 257 3a 3.25 3.38
P/E (X} 6.8 62 63 64
M&A Rank: 3 P/B (X) 1.0 11 1.0 09
Leases incl. in net debt & EV?: Yes Dividend yield (%) 6.6 73 72 7.0
CROCI (%) 122 14.2 13.1 12.1
12/25 6/26 12/26E -
EPS (Rmb} in 1.81 1.60 -

Source: Company dala, Gold 1 Sachs R h les, FaciSel. Price as of 14 Oct 2026 close

Exhibit 17: CNOOC offers clean exposure to higher oil prices, though the net benefit is shaved when oil rises above
US$85/bbl due to increased royalties
CNOOC earnings sensitivity analysis

14-Oct-26
Share price (HKS/share) 24720
Brent oil price scenarios (2027 average)
2027E measures US$ 60/bbl  USS 70/bbl  USS$ 80/bbl  US$ 90/bbl  US$ 100/bbl  70vs. 60 8Ovs. 70 90vs. 80 100vs. 90
EBITDA mn rmb 227,277 265,416 297,917 327,371 355,758 17% 12% 10% 9%
Net income mn rmb 108,084 135,906 159,584 181,014 201,641 26% 17% 13% 11%
EPS rmb/share 2.27 286 3.36 38 4.24 26% 17% 13% 11%
DACF mn rmb 211,473 239,175 262,731 284,039 304,545 13% 10% 8% 7%
ROE % 11.8% 14.7% 17.1% 19.2% 21.2% 24% 16% 13% M%
CROCI % 10.7% 12.1% 13.4% 14.5% 15.6% 13% 10% 8% 7%
FCF yield* % 9.6% 11.6% 13.7% 15.6% 17.4% 20% 18% 14% 12%
Dividend yield % 4.5% 57% 6.7% 7.6% 84% 26% 17% 13% M%
P/E X 997 793 6.75 5.95 5.35 -20% -15% -12% -10%
EVIDACF X 44 38 34 3.05 278 -14% -11% -10% -9%

*Note: Assuming a 5% reduction from the base case capex for US$60/bbl oil.

Source: Company data, Goldman Sachs Global Investment Research

CNOOC is a state-owned upstream oil and gas company, focusing on developing
resources mainly in offshore China. We are Buy rated on CNOOC, whose cash flow could
cover both our base case capex and dividend at less than US$50/bbl Brent, and is
offering attractive dividend yield. The company’s upstream oil assets are typically low
cost and competitive amongst global peers and stand out from the other Chinese Oil
majors. Key risks: Lower oil prices than expected; geopolitical risks; operational risks of
offshore E&P activities; M&A, especially the potential injection of the CNOOC group’s
gas assets into the listed company.

Our 12-month target price of HK$31.60 is based on a 50%/50% blend of DCF and
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EV/DACF valuation. We use 50% DCF to comprehensively capture the full cycle cash flow
from the projects and incorporate our long-term view on oil prices, balanced by 50%
blended 2027E/2028E EV/DACF to better reflect the near- to medium-term oil price
view. We apply a 4.6X EV/DACF target multiple, which anchors 0.55D above the
2014-2026 average.

Key risks: Lower oil prices than expected; geopolitical risks; operational risks of offshore
E&P activities; M&A, especially the potential injection of the CNOOC group’s gas assets
into the listed company.



