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Growth ambitions

The UK's oil and gas sector is
keeping its sights firmly set
on international expansion -
without ever taking an eye off
rapidly emerging domestic
opportunities.

The latest Bank of Scotland survey of
more than 100 oil and gas companies
demonstrates that firms clearly know
what they want to achieve from

But the survey also shows that
opportunities here in the UK now
have an even greater appeal.

Rather than just venture overseas for
growth, companies are increasingly
looking to also exploit opportunities
that exist specifically in the North Sea.

Indeed, a third (33%) of large firms
(turnovers of more than £750m) said
they will increase exposure to the UK
Continental Shelf (UKCS), up from just
5% last year.

overseas growth.

What's more, they won't hesitate to
pursue appropriate opportunities
wherever they arise.

Firms that plan to reduce their exposure
to the UK Continental Shelf (all firms)

2016 ||
2017 [

16%

9%

Overseas potential

Currently, seven out of ten companies
(70%) believe that that the business
climate presents opportunities for
international growth.

The types of overseas opportunities being
eyed by companies range from new contracts
(46%) to exporting opportunities (33%) and
diversification (33%), to acquisitions (23%) and
investment in new technology (15%).

Among the larger oil and gas companies
surveyed, there is greatest interest in securing
new contracts (78%) and investment in
research and development projects (67%).

The main types of overseas contract that

have been won recently by UK oil and gas
companies include logistics (56%), equipment
supply (44%), supply chain (44%) and
construction contracts (44%).

Larger oil and gas companies are currently
most interested in expanding in South America
(up from 22% to 33%), likely driven by the

fact that 40 new offshore developments are
planned to start in Brazil by 20257, and the
rapid development of the Vaca Muerta shale
play in Argentina.

In the Gulf of Mexico, where reforms by

the Mexican government have opened up
exploration and production to foreign firms,
large company expansion intentions have also
increased, from 17% last year to 22% this year.

1 Oil & Gas Technology: Brazil continues to lead the world,
November 2016
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Large firms' top five markets for
expansion in the next 12 - 24 months
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Domestic growth

In addition to overseas opportunities,
companies are still targeting growth
here in the UK.

Over half (54%) said the current business
climate has presented new opportunities in the
UK, with the research pointing to an industry
looking to exploit the remaining reserves and
resources to still be found in the North Sea.

Indeed, nine out of ten (91%) companies
surveyed intend to maintain or increase
exposure to the UKCS in the next year.

The majority of those surveyed said they
expected to either maintain (69%) or increase
(22%) their exposure to the UKCS, up from the
84% that planned to maintain (63%) or increase
(21%) their exposure to UKCS in 2016.

And all the indicators are that companies
targeting domestic growth could prove
highly successful.

Nine new fields began production in 2016 and
a further seven started in the first half of 20172
- and the costs of operating fields like these has

nearly halved in the last three years?.

2 Oil & Gas UK: Business Outlook 2017, February 2017
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Striking a balance

The general picture is of an industry
getting back to what it knows

best - scrutinising opportunities

for overseas growth while
simultaneously exploiting the oil and
gas reserves of the North Sea.

On the one hand, there's rising interest in
South America, the Gulf of Mexico and West
Africa in line with increased development
activity levels there.

On the other, major developments on
the UKCS have also whetted appetites for
increased domestic activity.

Indeed, the billion barrel oil find in the Greater
Lancaster Area - 60 miles west of Shetland - in
spring 2017 was the largest discovery on the
UKCS this century?, with an early production
system scheduled to startin 2019.

It all adds up to a significant improvement on
the bleak wintery outlook of three years ago.

3 Financial Times: Hurricane Energy makes oil discovery
west of Shetland Islands, March 2017

believe actions to reduce costs and
improve efficiency will help stimulate
activity in the UKCS

believe it will require ongoing
investment to secure the long-term
future of the UKCS



The Support
You Need

Our teams have the experience and know-how to help make
your growth plans a reality. We're proud to work closely

with some of the leading businesses in the sector and can
provide a range of solutions for your business.

For more information, get in touch with us

Stuart White
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North of Scotland

01224 283 120

stuart.s.white@bankofscotland.co.uk
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07876 745633
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Jonas Persson
Managing Director,
Utilities, Lloyds Bank
Commercial Banking

jonas.persson@lloydsbanking.com

Please contact us if you'd like this information in an
alternative format such as Braille, large print or audio.

If you have a hearing or speech impairment you can use the Next Generation Text (NGT)
Service (previously Text Relay/Typetalk).

Bank of Scotland plc Registered Office: The Mound, Edinburgh EH1 1YZ. Registered in
Scotland No. SC327000. Eligible deposits with us are protected by the Financial Services
Compensation Scheme (FSCS). We are covered by the Financial Ombudsman Service (FOS).
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be covered.

Lloyds Banking Group includes companies using brands including Lloyds Bank, Halifax and
Bank of Scotland and their associated companies. More information on the Lloyds Banking
Group can be found at lloydsbankinggroup.com

Methodology:

Field research for this report was undertaken in April and May 2017 by Coleman Parkes
Research. To gather representative data, a cross section of 105 oil and gas businesses were
interviewed. Companies ranged in size, from less than £25m, to between £25m and £750m,
and more than £750m annual turnover.
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