CreditSights European
| OutlookConferen@ o g™

el il
YR M ' ‘

[
J;
>

2022



i)
X
Q

Z

(o]
R
=
O
O
=
-
Q
=

ies:

Euro Ut

In

W

Andrew Moulder

ies Analyst

Senior Utili






Gas Storage Levels Are At, Or Near, Record Highs

Gas Storage Levels for Europe (mcm) Country Percentages
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4 Source: ENTSO-G, via Bruegel. Data at 29 November 2022 C rEd I t S |g h tS



The Current State Of Gas Imports From Russia

Gas Import Volumes from Russia in 2022 (mcm)
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Gas import volumes by source in 2022 (bcm)
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~170 bcm of gas comes from Russia into Europe in a normal year

Russia is currently exporting about 2-3 bcm per month to Europe,
or about ~27 bcm per year

Without demand reduction that potentially leaves a shortfall of
about 140 bcm to be filled, mostly by new LNG deliveries

LNG import volumes have historically been ~100 bcm pa but
have reached ~140 bcm to date this year
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5 Source: ENTSO-G from Bruegel, data at 29 November 2022
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Storage Levels Coming Out Of Winter Could Be In The 30-40% Range

» Sofar this year other suppliers have increased volumes to Europe by 20%,
with LNG imports growing by 60%

* [f this 20% increase is maintained over the winter to April 2023 we
estimate storage levels will fall to about 40%, assuming Russia continues
supplying at about 0.5 bcm per week, and that weather is normal

* |f Russian volumes fall to zero we estimate storage levels coming out of
winter will be about 30%

So, what does this mean for next winter?

6 Note: See appendix for more detail on the gas storage levels.
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2022 Has Been A Difficult Year For The European Power Market

« EDF has suffered major outages because of concerns over corrosion in
some of its nuclear plants

* Hydro conditions have been some of the worst for decades, with hydro
volumes down 45% in Spain, almost 40% in Italy and 25% in France (EDF
volumes)

e The war in Ukraine and Putin’s weaponization of gas have lead to
excessively volatile and high power and gas prices

« Governments have generally been supportive of utilities but are imposing
windfall taxes and capping prices to protect consumers and finance aid for
vulnerable customers

; CreditSights



French Exports To Europe And The UK Will Likely Be Reduced

French Power Exports for 2020 and 2021
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But Peak Power Does Not Always Coincide

Peak Power Demand (MW) does not Coincide
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10 Source: UK data from GridWatch, French data from RTE, Norway data from Statnett. Data from 1 January to 10 January 2020 C rE'd | t S |g h tS



Governments Have Responded To Fears Over Security Of Supply

* In Germany three nuclear plants that were due to close at the end of 2022
will continue to run over the winter. Lignite and coal plant that was
mothballed or in the strategic reserve has been brought back to the market

* Inthe Netherlands a 35% limit on the capacity of coal plants has been
removed until 2024

* In Denmark, the government has ordered @rsted to keep three conventional
plants ready for operation until 2024

« [taly has temporarily abandoned plans to close all coal plant by 2025, the UK
has postponed the closure of some coal plants, as has France and Spain

So, what does this mean for next winter?
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Winter 22/23 And 23/24

Winter 22/23

* Reasonably comfortable
* Gasrationing unlikely
* Possible power rationing

o
Winter 23/24

» Gasrationing cannot be ruled out VYo A N - ¥

« Power rationing more unlikely = 12 : _ \\\

The big caveat here is the weather - a long cold period
could raise demand and increase the need for energy
conservation

The gas situation will also be impacted by prices, and
demand from Asia

13 Source: Google Images CfEdItSIg htS



Power And Gas Expectations For Winter 23/24

Power 23/24

* Higher volumes from EDF

* More normal hydro year

* New renewable capacity

* Coal plants remain available

Gas 23/24

* Alotwill depend on gas supplies from Russia, on storage levels coming
out of winter 22/23 and on Asian demand

* European (EU + UK) production and pipeline imports in a normal year
are around 400-420 bcm, of which ~170 bcm is from Russia. LNG
imports are typically ~110 bcm pa

* |In 2022 we estimate about 67 bcm from Russia and about 160 bcm
from LNG

* If Russia continues to supply at current levels, of ~27 bcm pa then, with
flat demand, we estimate LNG imports would need to reach ~190 bcm

* If Russia cuts to zero total LNG imports would need to reach ~215 bcm

*  We doubt this gap can be filled by LNG or increased pipeline imports -
countries will have to actively reduce demand to safeguard supplies

14 Source: Google Images. See table in appendix for more on 2023 gas volumes CfEd ItS |g htS



Other Issues For 2023
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Other Issues For 2023

Liquidity

* Margin calls and seasonal working capital variation

Increasing Costs of New Projects

« Inflation, higher interest rates and supply chain issues are delaying
and forcing up costs, while reducing returns of new projects

Price Caps and Windfall Taxes

*  Wesee these as more an equity than credit issue

y CreditSights



Hybrid Extension Risk

Market conditions mean hybrid resets are currently, in many cases, lower than the cost of
refinancing, although refinancing costs have reduced recently

Euro utility hybrids with first calls in 2023

Issue Next Reset| Est. Refi

Company Date Amount  Maturity Call Cpn YTC YTM Price Cpn| Yield

ELECTRICITE DE FRAMCE SA 290113 USD 2098 Perpetual 2901/23 5250 650 7.21 9980 | 7218 7500
EMNGIE SA 16/01/18 EUR 30 Perpetual  16/04/23 1375 215 366 9991 | 3679 RN
IBERDROLA INTL BY 2211117 EUR 1000 Perpetual 22/05/23 1875 426 412 9948 | 4126 6.0-6.5
ORSTED A/S 26/06M13 EUR 350 26/06/3013 26/06/23 6.250 272 712 101.89| 7.534 5250
EMEL SPA 24/05M18 EUR 750  Perpetual 24/11/23 2500 484 463 9831 | 4630 6.5-7.0
ELIA GROUP SA/MW 05/09/18 EUR V00  Perpetual 05M12/23 2750 563 496 59792 | 4954 MIA
EMEL SFA 24/09M13 USD 1250 24/09/2073 24/09/23 8.750 810 950 100.48| 9.860 6.5-7.0
WATTEMFALL AB 191115 USD 400 19111/2078  1911/23 6100 835 783 9797 7.794| 575625

Up until a week ago the big question was over the EDF USD hybrid with a call in January 2023, but
now EDF has successfully refinanced that call

Companies highlighted in RED have already addressed the situation

17 Source: Company data, Bloomberg, CreditSights estimate for refinancing rates. Orsted has tendered for its June 23 hybrid. Data at 1 December 2022 C red | t S | g h tS
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Sector View - Market Perform

Top Picks

Enel: New plan sees €21 bn of asset sales, a€10 bn debt reduction and stronger
metrics. At forefront of the energy transition

Fortum: Company has benefitted from a resolution of a difficult situation with
Uniper and is concentrating on its low-cost Nordic generation.

Top Pans

EDF: Beset by fundamental issues with its nuclear plants and hampered by
French regulatory measures and, while we see the renationalization as
supportive, the credit is likely to remain volatile.

Naturgy: No strategy, poor communication. Naturgy had planned to split the
business but that has been delayed and may be abandoned due to market
uncertainty.

19 CreditSights



Appendices

Gas storage levels across Europe (27 Nov 2022)
Estimated storage levels 1 April 2023

Gas import volumes in 2022 (data to 29 Nov 2022)
Possible gas deficit in 2023 under different scenarios
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1. Gas Storage Levels Are At, Or Near, Record Highs

Gas Storage Levels Across Europe (billion cubic meters)

Operational Annual Current Current
storage consumption Storage gas in percentage
capacity (bcm) 2020 percentage storage (bcm) full
Austria 91 8.6 106% 8.7 95%
Belgium 0.7 16.2 4% 0.8 109%
Czech Republic 4.2 8.7 48% 4.0 96%
Denmark 0.9 22 43% 0.9 98%
France 12.8 411 31% 12.5 98%
Germany 235 86.5 27% 233 99%
ltaly 18.5 69.3 27% 171 93%
Metherlands 13.3 335 40% 11.9 90%
Portugal 0.4 5.6 7% 0.4 98%
Spain 34 324 10% 3.3 97%
Sweden 0.0 1.2 1% 0.0 93%
Total EU 106.9 360.8 30% 100.4 94%
UK 0.9 735 1% 1.0 108%
Total with UK 107.8 434.3 25% 101.4 94%

21 Source: Gas Infrastructure Europe (GIE), consumption from BP Statistical Review 2020,2021. Data at 27 November 2022 C red |t S |g h tS



2. Storage Levels In 2023 Will Depend On Russia And Other Measures

Estimated Storage Levels at 15t April 2023

Storage

ELl storage levels at 1 December 2021 (bcm) 758

ELl storage levels at 1 April 2022 (bcm) 285

A Gas from source 473
Estimated future scenario

B ELUl storage level at 22 Nov 2022 (bocm) 103.5

Loss of Russian volumes
Assumed Russian volumes (% of 21/22)

C Assumed Russian volumes

D=A-C Lost Russian volumes

E=A+D Assumed withdrawal from storage

F=B-E EU storage level at 1 April 2023 (bcm)
Storage level as %
Increase in other volumes if Russia delivers at 20%
Assumed increase in other deliveries (%)

G Assumed increase in other deliveries (bcm)
Assumed other volumes

H=E-G Assumed withdrawal from storage

I=B-H EU storage level at 1 April 2023 (bcm)
Storage level as %

Storage
percent
1%
28.6%

94 6%

% from % from

Total Imports Total % from
Russia Other Usage Storage Russia
449 1245 2167 22% 21%
100% 50% 20% 10% 0%
449 224 9.0 45 0.0
0.0 224 359 404 449
473 732 866 911 956
56.1 30.3 16.8 12.3 7.8
51% 28% 15% 11% [k
5% 10% 15% 20% 25%
6.2 12.5 18.7 249 311
1307 1370 1432 1434 1556
804 742 B5.0 B1.7 555
23.0 29.3 35.5 1.7 47.9
21% 2T% 32% 38% 44%

Other

5T%

22 Source: ENTSO-G via Bruegel, Eurostat, AGSI, CreditSights interpretation
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3. Gas Import Volumes By Source (mcm) In 2022
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23 Source: ENTSO-G from Bruegel, data at 29 November 2022 C rEd I t S | g h tS



4. Gas Deficit For 2023 Under Different Scenarios

Change vs Change vs Change vs Change vs Change vs Change vs

2022E 2022E  2023E 2022E  2023E 2022E  2023E 2022E  2023E 2022E 2023 2022 2023E
Production
Eu-27
United Kingdom
Total production (EU-27 plus UK) 72 0.0% 72 0.0% 72 0.0% 72 0.0% 72 0.0% 72 0.0% 72
Pipeline Imports
o/w Russia 67 57 0 -40 27 57 0 -40 27 57 0 -40 27
o/w Africa v 0.0% v 0.0% v 0.0% v 0.0% v 0.0% v 0.0% v
o/w Other CIS 20 0.0% 20 0.0% 20 0.0% 20 0.0% 20 0.0% 20 0.0% 20
ofw Middle East 10 0.0% 10 0.0% 10 0.0% 10 0.0% 10 0.0% 10 0.0% 10
ofw Morway 120 0.0% 120 0.0% 120 0.0% 120 0.0% 120 0.0% 120 0.0% 120
Total pipeline 254 -26.4% 187 -15.7% 214 -26.4% 187 -15.7% 214 -26.4% 187 -15.7% 214
Total production and pipeline imports 326 -20.6% 259 -12.3% 286 -20.6% 259 -12.3% 286 -20.6% 259 -12.3% 286
Demand
Eu-27
United Kingdom
Total demand (EU-27 plus UK) 470 0.0% 470 0.0% 470 -2.5% 458 -2.5% 458 -5.0% 447 -5.0% 447
Deficit to be filled by LNG 144 211 184 199 172 188 161
LMNG Imports 160

24 Source: BP statistical review of World Energy 2022, CreditSights calculations C rEd It S |g h tS



This Reportis for informational purposes only. Neither the information contained in this Report, nor any opinion expressed therein is intended as an offer or solicitation with respect
to the purchase or sale of any security or as personalized investment advice. CreditSights and its affiliates do not recommend the purchase or sale of financial products or securities,
and do not give investment advice or provide any legal, auditing, accounting, appraisal, valuation or actuarial services. Neither CreditSights nor the persons involved in preparing this
Report or their respective households has a financial interest in the securities discussed herein. Recommendations made in a report may not be suitable for all investors and do not
take into account any particular user’s investment risk tolerance, return objectives, asset allocation, investment horizon, or any other factors or constraints.

Information included in any article that includes analysis of documents, agreements, controversies, or proceedings is for informational purposes only and does not constitute legal
advice. No attorney client relationship is created between any reader and CreditSights as a result of the publication of any research report, or any response provided by CreditSights
(including, but not limited to, the ask an analyst feature or any other analyst interaction) or as the result of the payment to CreditSights of subscription fees. The material included in
an article may not reflect the most current legal developments. We disclaim all liability in respect to actions taken or not taken based on any or all the contents of any research report
or communication to the fullest extent permitted by law.

Reproduction of this report, even for internal distribution, is strictly prohibited. Receipt and review of this research report constitutes your agreement not to redistribute, retransmit,
or disclose to others the contents, opinions, conclusion or information contained in this report (including any investment recommendations or estimates) without first obtaining
express permission from CreditSights. The information in this Report has been obtained from sources believed to be reliable; however, neither its accuracy, nor completeness, nor
the opinions based thereon are guaranteed. The products are being provided to the user on an “as is” basis, exclusive of any express or implied warranty or representation of any
kind, including as to the accuracy, timeliness, completeness, or merchantability or fitness for any particular purpose of the report or of any such information or data, or that the
report will meet any user’s requirements. CreditSights may issue or may have issued other reports that are inconsistent with or may reach different conclusions than those
represented in this Report, and all opinions are reflective of judgments made on the original date of publication. CreditSights is under no obligation to ensure that other reports are
brought to the attention of any recipient of the Products.

Certain data appearing herein is owned by, and used under license from, certain third parties. Please see Legal Notices for important information and limitations regarding
such data. For terms of use, see Terms & Conditions.

If you have any questions regarding the contents of this report contact CreditSights at legal@creditsights.com.
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