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Figure 6: Year-on-year change in metal prices, March 2013
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Figure 7: Market data for AIM-listed mining companies
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Outlook for Energy

Shale gas potentially presents huge opportunities, though question marks remain over the size

of the opportunities in many parts of the world.

An increasing shift towards alternative energy sources
will lead to a big change in the energy supply mix going
forward, with the renewable energy share of global
electricity generation expected to rise from 20% in 2010
to 31% in 2035.

The IMF expects global energy prices to decline during
2013, as reflected in futures prices, led by crude oil.
Falling crude oil prices reflect expected increases
in non-OPEC production and declining demand in
industrial countries due to improved vehicle efficiency
and the effects of recent high prices on consumer and
business behaviour. However, natural gas prices are
expected to edge higher this year, led by an expected
34% year-on-year increase in U.S. natural gas prices
that will help sustain robust shale gas development.
There continues to be divergence in regional natural
gas prices, with price differentials driven by whether
gas prices are strongly linked to long-term oil-priced
contracts (which they are in Japan but not in the United
States) or whether the linkage has been loosened (as in
Europe). Coal prices are expected to decline this year on
increasing supply and moderating demand, in part due
to environmental constraints.

Oil and gas companies listed on AIM saw a relatively
better performance than mining companies last year,
with market capitalisation declining by 13.2% between
January and December 2012, as Figure 9 shows. Recent
declines in energy prices mean that some smaller
companies in this sector could also find themselves in
financial difficulty.

Beyond the short-term, however, the outlook for energy
prices is largely on the upside, with rising world demand
for energy placing upward pressure on prices.

The International Energy Agency, in its central scenario,
estimates that global energy demand will increase by
over one third in the period to 2035, with emerging
market economies driving an increasing share of
global energy demand. The share of non-OECD energy
demand is expected to rise from 55% in 2010 to 65% in
2035. China’s demand for energy is expected to rise by
a staggering 60% over the years to 2035.

Fossil fuels will remain the main source of energy across
the globe over the coming years, with demand for
oil, gas and coal expected to grow over the years to
20835. The outlook for gas seems optimistic, given the
unlocking of unconventional resources in the form of
shale gas. The International Energy Agency expects that
unconventional gas will account for nearly half of the
increase in global gas production over the years to 2035,
with most of the increase coming from China, the United
States and Australia. Increasing use of unconventional
resources means that gas could nearly overtake coal as
a share of total primary energy supply by 2035.

Shale gas could potentially present huge opportunities for
firms in the energy sector, though there are considerable
uncertainties around this. Because large-scale shale gas
extraction is still very much in its formative years, there
are considerable unknowns about the size and quality
of the resource base in many countries. There are also
concerns about the environmental impact of shale gas
extraction.
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Figure 8: Year-on-year change in metal prices, March 2013
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Figure 9: Market data for AIM-listed oil & gas companies
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Figure 10: Market data for AIM-listed alternative energy

companies
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Despite the dominance of fossil fuels in terms of
energy supply, renewable energy sources are growing
in importance on the global stage due to a number of
major factors — namely incentives from governments
to encourage a shift towards renewable energy, falling
costs and rising fossil fuel prices. The International
Energy Agency expects that the renewable energy share
of global electricity generation will rise from 20% in 2010
to 31% in 2035 under its central scenario.

Market capitalisation of alternative energy firms listed on
AIM has risen since the start of 2013, as shown in Figure
10. In the medium-term, businesses in the alternative
energy sector should benefit from government
legislation which aims to reduce usage of fossil fuels as
well as government subsidies for renewable energy. In
the short-term, however, fiscal austerity across much of
the developed world raises the prospect of renewable
energy subsidies being reined in, having a negative
impact on firms in the sector. Alternative energy is a
competitive environment, with continuous competition
to create lower-cost renewable energy systems. For
incumbent firms in the sector, product innovation and
lower-cost solutions from other renewable energy firms
are a perpetual risk to financial performance.
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Appendix 1

Number of insolvencies in the natural resources sector in Great Britain
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Year-on-year change in insolvencies in the natural resources sector in Great Britain
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The Scope of our Services

Corporate Advisory Financial Restructuring
M&A Debt buy back
Refinancing Debt equity swaps
Fundraising Compromise agreements
Valuation Demergers

Risk management Managed exits

. . . New money requests
Financial Advisory he

) Recapitalisation
Debt advisory

) _ Return of capital
Independent business reviews

. . Settlements with creditors
Strategic reviews

) _ Workouts
Contingency planning

Advice to the board Insolvency Solutions

Pension advisory Administrations

. . Company voluntary arrangements
Operational Restructuring v v ¢

) ) ) Insolvent liquidations
Chief restructuring officers

Receiverships
Cash management

) Schemes of arrangement
Profit enhancement

Stakeholder management

Corporate Financial Financial
Advisory Advisory Restructuring

Disclaimer

The content of this report is for general information purposes only and although Cork Gully has made every effort to ensure the content is accurate and up to date, it should in no way be
construed as professional advice. Cork Gully does not accept any responsibility or liability in relation to its use. Users are advised to seek professional advice before taking or refraining from
taking any action. Cork Gully makes no warranties or representations. In no event shall Cork Gully, its employees or agents, be liable for any direct, indirect or consequential damages resulting
from the use of this report. The Cork Gully report is not used to provide professional services and nothing in it constitutes a binding offer to perform any professional service in any jurisdiction.
Users of this report are responsible for obeying all applicable laws relating to the intellectual property rights inherent in this report. Cork Gully permits you to make copies of the content of this
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o . in whole or in part without the express written permission of a partner of the firm. This permission is not guaranteed and may be refused without reason. Any legal action or proceedings arising
ReStI'UCtLII'Ing Solutions between any person or organisation and Cork Gully in relation to this report will be governed by English law and under the exclusive jurisdiction of the English courts.

Cork Gully LLP (“Cork Gully”) is a limited liability partnership registered in England and Wales. Partnership number OC357274. Registered office 52 Brook Street, London W1K 5DS.
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