
  

 

 

  

 

 

 

 

 

 

 

 



 

 



 

 

Factor Description Direction

Proved Reserves / $ Market Cap 

("ProvdResMcap")

The valuation of oil & gas firms is tied closely to the 

level of reserves they hold.  This signal measures the 

amount of reserves an oil & gas company holds relative 

to its market capitalization.

D

Reserve Acquisition Cost (Year-

on-Year Change in Proved 

Reserves / (Exploration + 

Development Cost))

This signal measures exploration and development 

costs associated with acquiring and increasing 

reserves. 
D

Reserve Exhaustion Rate Measures the number of days it will take for a 

company's reserves to be exhausted given current 

daily production rate, assuming reserves are static (no 

additional reserves acquired).

D

Reserve Replacement Ratio This represents the percentage of annual production 

that was replaced with new reserves in a given period
D

Future Cashflow Yield (Estimated 

Future cash flow / Market Cap)

Oil & gas companies include estimates of future cash 

inflow from proved reserves.  Inflows are estimated 

using assumptions for oil and gas prices.  This signal 

uses this information together with market cap to 

determine how attractive a security is relative to its 

peers.

D

Discounted Future Cashflow 

Yield (Estimated Discounted 

Future Cash Flow / Market Cap)

Similar to Future Cashflow Yield, this factor uses 

discounted cash flows (estimated net future cash 

inflows discounted at a 10% rate) divided by market 

cap in computing the attractivenes of a stock to its 

peers.

D

1-Year Growth in Future Cashflow 

Scaled by Total Assets 

("YoYChgFCFAst")

A growth factor that measures the change in estimated 

future cashflow scaled by total assets D

Developed Reserves Per Share 

Growth (year on year growth in 

reserves per common share 

outstanding)  - "ResPerShareG"

Another growth indicator that measures the growth in 

reserves per common share outstanding.  
D

Total Developed Reserves Growth 

("TotResG")

This signal ranks securities based on the 1-year 

growth in total proved reserves.  We prefer companies 

with strong growth measures.

D

Net Developed Acreage Growth 

("DevAcrG")

Net Developed Acreage represents acres allocated to 

productive wells.  Growth in this metric implies that a 

company has acquired new landed areas with proven 

reserves. 

D

Oil Margin This is simply the average price of a barrel of oil sold 

minus the cost of producing that barrel, divided by 

average price per barrel.
D

Gas Margin The average price per unit of gas minus the cost of 

producing a unit, divided by the price of a unit. D
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Factor

Start Date Count 1M IC 1M IC 

IR

1M IC 

Tstat

1M 

Return

1M 

Return 

IR

1M 

Return 

Tstat

Reserve Acquisition Cost March 2001 83 0.043 0.32 3.78 0.72% 0.21 2.52

Reserve Replacement Ratio March 2000 31 0.043 0.18 2.06 0.74% 0.15 1.73

ProvesResMCap March 2000 133 0.034 0.23 2.79 0.68% 0.17 2.05

Reserve Exhaustion Rate March 2000 87 0.032 0.20 2.38 0.81% 0.22 2.56

Future Cashflow Yield March 2000 84 0.029 0.22 2.57 0.73% 0.18 2.19

Disc Future Cashflow Yield March 2000 84 0.019 0.13 1.61 0.32% 0.09 1.02

ResPerShareG March 2000 95 0.012 0.09 1.08 0.12% 0.03 0.39

TotResG March 2000 95 0.007 0.06 0.66 -0.02% 0.00 -0.05

YoYChgFCFAst March 2000 83 0.006 0.04 0.42 -0.21% -0.05 -0.61

DevAcrG March 2002 71 -0.010 -0.07 -0.76 -0.42% -0.12 -1.30

Oil Margin* July 2004 20 0.055 0.20 1.92 1.50% 0.259 2.455

Gas Margin* July 2004 19 0.018 0.06 0.61 0.45% 0.077 0.734

                                                    Reserve Acquisition, Cost and Depletion Rate

Cashflow Valuation

                                                                                               Growth

                                                                                                Product Margin

 
 



 

 

 

 

 

 

 

 



 



 

Factor

Positive Oil 

Price Change

Negative Oil 

Price Change 

Reserve Replacement Ratio        0.056**            0.023

ProvedResMktCap 0.046***            0.016

Future Cash flow Yield        0.039**            0.016

Reserve Acquisition Cost        0.035**            0.057**

Disc Future Cash flow Yield        0.023            0.013

Reserve Exhaustion Rate        0.016            0.056**

ChgFCFTotAst       0.008            0.004

DevAcrG        0.007          -0.039*

ResPerShareG      -0.004            0.035**

TotResG      -0.008            0.031*

12MPriceMo        0.061***          0.027

Capacq        0.045***          0.054***

FCFP        0.038***          0.073***

1YEPSG       0.005          0.014

ROIC       0.042***          0.042**

EBITDAEV       0.047***          0.015

3MFY1Rev       0.040**          0.013

Average 1-month IC

Traditional Factors

              Oil & Gas Industry Factors

 



 

12MPriceMo Capacq FCFP 1YEPSG ROIC EBITDAEV 3MFY1Rev

ProvdResMCap -0.26 0.12 -0.31 -0.13 -0.12 0.04 -0.14

Reserve Acquisition Cost 0.10 -0.17 -0.23 0.11 -0.10 0.02 0.01

Reserve Exhaustion Rate 0.23 0.40 0.31 0.22 0.24 -0.15 0.12

Reserve Replacement 0.19 -0.05 -0.26 0.13 -0.03 0.18 0.09

Future Cash Flow Yield -0.23 0.08 -0.13 0.01 -0.02 0.05 -0.11

Disc Future Cash flow Yield -0.29 0.09 -0.14 -0.06 -0.07 0.12 -0.09

Oil Margin 0.06 0.18 0.19 0.09 0.23 0.11 0.09

Gas Margin 0.08 0.08 0.09 0.18 -0.02 -0.17 0.07

YoYChgFCFAst 0.34 0.02 -0.13 0.22 0.12 0.21 0.07

TotResG 0.20 -0.09 0.07 0.18 0.06 -0.11 0.06

DevAcrG -0.01 -0.02 -0.15 0.03 -0.01 -0.06 -0.12

ResPerShareG 0.17 -0.05 0.12 0.17 0.08 -0.09 0.05

 
ProvdRe

sMCap

Res. Acq 

Cost

Res. Exh 

Rate

Res. 

Replace

ment

Future 

Cash 

Flow 

Yield

Disc 

Future 

Cash 

flow 

ResPer

ShareG

YoYChg

FCFAst

TotResG DevAcrG

ProvdResMCap 1.00

Reserve Acquisition Cost 0.06 1.00

Reserve Exhaustion Rate 0.37 -0.02 1.00

Reserve Replacement 0.28 0.42 -0.06 1.00

Future Cash Flow Yield 0.59 -0.09 0.20 0.15 1.00

Disc Future Cash flow Yield 0.55 -0.17 0.08 0.09 0.89 1.00

ResPerShareG -0.07 0.43 0.07 0.10 0.01 -0.04 1.00

YoYChgFCFAst 0.19 0.38 0.06 0.45 0.19 0.12 0.32 1.00

TotResG -0.10 0.51 0.09 0.07 -0.02 -0.07 0.93 0.35 1.00

DevAcrG 0.10 0.18 0.14 0.10 0.08 0.02 -0.05 0.27 0.10 1.00  
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Oil & Gas Model - Tertile Spread March 2000 - January 2012

Tertile Spread 12-month Moving Average

Statistic Spread IC

Average 0.83%*** 0.055***

IR 0.23 0.40

Hit Rate 60%** 62%***

 

 

Market Cap Beta

Fractile 1 $2.18B  0.92

Fractile 3 $1.09B  0.96

Difference $1.01B*** -0.04*  



 

 

Statistic Spread IC

Average 0.41% 0.026***

IR 0.14 0.22

Hit Rate 55% 55%

Model Spread

Spread - 

IR IC IC - IR

Oil & Gas 0.41% 0.12 0.026*** 0.21

Growth 0.00% 0.00 0.025** 0.17

Value -0.16% -0.03 0.018 0.10

Quality 0.09% 0.02 0.018 0.11  



 

 

Statistic Spread IC Spread IC Spread IC

Average 0.05% 0.030** 0.18% 0.023* 0.13% 0.021

IR 0.01 0.21 0.04 0.15 0.03 0.12

Hit Rate 54% 61%*** 56% 53% 56% 56%

OGQUA OGVALOGGRW



 

Increasing Oil & Gas Model Weight

Model 20% 30% 40% 50%

OGGRW 0.030** 0.033*** 0.034*** 0.035***

OGQUA 0.023* 0.027** 0.030** 0.034***

OGVAL 0.021 0.024* 0.029* 0.032**

 

Increasing Oil & Gas Model Weight

Model 20% 30% 40% 50%

OGGRW 0.05% 0.21% 0.20% 0.43%

OGQUA 0.18% 0.14% 0.21% 0.29%

OGVAL 0.13% 0.14% 0.10% 0.30%  
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OGGRW Tertile Spread (50% Oil & Gas Model Weight)

Tertile Spread 12-month Moving Avg

 
 

 



 

 

 

 

 



 

 



 



 

Australia Japan

Austria Netherlands

Belgium New Zealand

Canada Norway

Denmark Portugal

Finland Singapore

France Spain

Germany Sweden

Greece Swizerland

Hong Kong U.K

Ireland U.S

Italy

BMI Developed Market 

 
 



 

         Acquisition costs (proved & unproved)          Other Adjustments

         Avg Daily Prod          Other costs

         Avg Daily Sales Volume          Prices (Excluding Hedges)

         Avg Sales Price          Production

         Avg Production Cost          Production Growth

         Closing Balance          Proved Developed Gas Reserves

         Daily Production Growth          Proved UnDeveoped Gas Reserves

         Development Reserves –          Purchases in Place 

         Development costs          Reserve Additions (NGL)

         Discounted Future CF bf taxes          Reserve Replacement Ratio

         Exploration costs          Reserve Revisions (NGL)

         Extension, Diccoveries & Other Additions          Revisions of Prior Estimates (Oil, Gas)

         Future CFs bf Income Taxes          Sales Volume Incl affiliates

         Future Cash Inflows          Sales in Place

         Future Development Costs          Standardized DCF

         Future Production costs          Standardized DCF including hedging

         Future Income Taxes          Total Costs Incured

         Gross Developed Area          Total Gas Production

         Gross Dev Dry Wells Drilled          Total Gas Equivalent Production

         Gross Dev Productive Wells Drilled          Total Gross Development Wells Drilled

         Gross Exploratory Dry Wells Drilled          Total Gross Exploratory Wells Drilled

         Gross Operated Wells          Total Gross Productive Wells

         Number of rigs          Total Gross Wells Drilled

         Gross Producing Wells          Total Net Development Wells Drilled

         Gross Producing Wells Drilled          Total Net Exploratory Wells Drilled

         Gross Productive Wells          Total Net Productive Well

         Gross Undeveloped Area          Total Net Wells Drilled

         Improved Recovery (Oil, Gas, NGL)          Total Number of Rigs

         Net Developed Area          Total Oil Equivalent – Production

         Net Development Dry Wells Drilled          Total Possible Gas/Oil Reserves

         Net Development Productive Wells Drilled          Total Probable Gas/Oil Reserves

         Next Exploratory Dry Wells Drilled          Total Production

         Net Exploratory Productive wells Drilled          Total Production Growth

         Net Operated Wells          Total Proved Reserves – Gas/Oil

         Net Producing Wells          Undeveloped Reserves (Oil/Gas)

         Net Producing Wells Drilled          Net Undeveloped Area

         Other Adjustments – Future Cash flow

Data Items

 
 

 

 

 

 

 

 

 

 

 

 

 



 

 

 



 

 

 

 

 

 

 

 



 



 


