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Investment Ideas:  
Oil and Gas Plays: Larger cap stocks appear fully priced              

The recovery in crude oil prices over the past two weeks has been partly driven by speculation that major 

oil producers may finally begin to cooperate to help support crude prices (especially after recent comments 

by the Russian and Saudi energy ministers). Also, production declines and disruptions have been seen at 

a number of key producers including Venezuela, Nigeria, and North America. Additionally, the 

International Energy Agency projected last week that crude oil markets would see a rebalancing within 

the next several months, with global oil inventories finally seeing a draw towards the end of the year. 

However, we note that IRESS consensus target prices indicate that one has to look to the smaller energy 

plays such as Sundance (SEA), Sino Gas (SHE), Strike (STX) to get significant upside potential. The larger 

plays – Santos, Origin, and Woodside -offer upside of (only) 4-7%. The pick of the larger cap stocks 

appears to be Oil Search (OSH) and Beach Energy (BPT) with 10% and 15% upside respectively. 
 

Upside / (downside) to consensus target prices                            

  
Source:  IRESS, compiled by State One Stockbroking  

The “Big-5” versus the A$ oil price (Base Jan 2012 = 100%)                            

  
Source:  IRESS, compiled by State One Stockbroking  
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The “Big 5” ASX Energy Plays 

 

Woodside Petroleum and Oil Search 

have significantly outperformed 

Santos, Beach Energy, Origin and 

the Australian dollar oil price, over 

the past four years. 

 

In a rising oil price environment we 

would expect STO, ORG, and BPT to 

outperform WPL and OSH.  
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Warnings and Disclosures 

These Research products and their contents at all times remain the property of State One Stockbroking Ltd (“State One”) 

and as such cannot be reprinted, distributed, copied, posted on the internet, in part or whole, without written prior approval 

from State One. The contents of this document constitute General Advice and have been prepared without taking account 

of your investment objectives, financial situation or needs. Because of that you should, before taking any action to acquire 

or deal in, or follow a recommendation (if any) in respect of any of the financial products or information mentioned in these 

documents, consult your own investment advisor to consider whether that is appropriate having regard to your own 

objectives, financial situation and needs. While State One believes information contained in these documents are based on 

information which is believed to be reliable, their accuracy and completeness are not guaranteed and no warranty of accuracy 

or reliability is given or implied and no responsibility for any loss or damage arising in any way for any representation, act 

or omission is accepted by State One or any officer, agent or employee of State One. If applicable, you should obtain the 

Product Disclosure Statement relating to any relevant financial product mentioned in this document (which contains full 

details of the terms and conditions of the relevant financial product) and consider it before making any decision about 

whether to acquire the financial product. The directors and associated persons of State One may have a long or short interest 

in the financial products discussed in these documents and they may earn brokerage, commissions, fees and advantages, 

pecuniary or otherwise, in connection with the making of a recommendation or dealing by a client in such financial products. 

Additionally, State One may earn fees due to having been appointed advisors to, or may be undertaking or about to 

commence research relating to any of the companies mentioned here. 
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