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Special Situations - Stock Recommendation

Rockhopper Exploration - Buy 22nd February 2011

Analysts View:
Goldman Sachs has just released a 640p PT valu-
ing the Sea Lions P50 reserves (assuming volumes 
of 205m barrels and a 60% chance of success) at 
360p per share, a 50% premium to the current 
share price. Thus, on top of this discount to NAV, 
the risked exploration portion of the portfolio is 
effectively in the share price for “free”. With po-
tentially substantial exploration/appraisal activi-
ties, M&A attractions and the market not fully ap-
preciating the value accretion of pushing Sea Lion 
to commerciality, Goldman’s view the risk/reward 
as attractive and have the stock on their Pan-Eu-
rope Conviction Buy List.
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Special Situation:
RKH has fallen 38% since its recent high of 386p 
due to the results of its 14/10-3 appraisal well, 
which revealed only 20% oil in one sand with three 
other sands being water-bearing. However, this was 
a speculative well, drilled 8km from the original 
Sea Lion discovery and though removes part of 
the P10 upside from the field, has no impact on the 
P50 or P90 volumes. Also, the possibility that one 
sand could be in communication with the original 
well provides some cause for optimism.

Company:
Rockhopper Exploration (“RKH”) is an AIM listed 
company involved in the exploration of oil & gas 
in the Falkland Islands. The company has licences 
to explore in the North Falklands Basin where 
it has discovered oil at its 100% owned Sea Lion 
prospect. 

Catalysts for the share price:
1. One geologist believes there is a 80%/90% cer-
tainty that the results from the 14/10-4 appraisal 
well, which was spudded on 19th February and 
due to complete 38 days thereafter, will be posi-
tive. This is a lower-risk appraisal well, 2.3km from 
the original Sea Lion discovery and a key potential 
catalyst. 

2. Rising oil prices will only benefit companies 
such as Rockhopper Exploration, which is tipped 
by Panmure Gordon as a preferred pick for 2011.

3. RKH is to undertake an extensive exploration 
and appraisal programme across all of its acreage 
during 2011 having recently obtained £206m via a 
placing and sealed further drilling slots with Dia-
mond Offshore, owner of the Ocean Guardian rig.

Price 239p

12 Month Price Target 386p

Risk Rating High

Forward P/E Ratio N/A

Forward Dividend Yield 0%



Gibr altar Asse t Management
S T O C K B R O K E R S  &  I N V E S T M E N T  M A N A G E R S

Research Disclaimer
Gibraltar Asset Management is a trading name of Gibraltar Asset Management Limited, is a member firm of the London Stock Exchange 
and is authorised and regulated by the Financial Services Commission. Research: Neither the information nor the expressed opinions in this 
document constitute or intend to be an offer, or a solicitation of an offer, to buy or sell relevant securities ( i.e. securities mentioned herein 
and options, warrants, or rights to or interests in any such securities). The information and opinions contained in this document have been 
compiled from, and based upon generally available information and independent research undertaken by ourselves which has been qualified 
and reviewed by our portfolio managers for suitability or appropriateness. However, the accuracy or completeness of the analysis cannot 
be guaranteed. Confidentiality: The information in this document and any attachments may contain proprietary information some or all of 
which may be legally privileged. It must not be disclosed to or used by persons other than the intended recipient. If received in error, please 
notify us immediately and then delete this document. Content: Please note that the content of this document may be e-mailed and may be 
intercepted, monitored or recorded for compliance purposes. Copyright: Copyright in this document and any attachments created by Gibraltar 
Asset Management Limited belongs to Gibraltar Asset Management Limited unless otherwise stated. Care: Gibraltar Asset Management Limited 
shall not be liable to the recipient or any third party for any loss or damage howsoever arising from this document and / or its content, 
including if e-mailed, loss or damage caused by virus. It is the responsibility of the recipient to ensure that the opening or use of this document 
and any attachments shall not adversely affect systems or data. Contact: Telephone +350 200 75181 Mail: gam@gam.gi  Website:www.gam.gi

Technicals:
Primary Trend:
The stock is trading significantly below the long term moving average, currently lying at 327p.
 
Support Levels:
With the RSI at 11 (where below 30 indicates oversold), the shares are highly oversold. We see further 
support lying at the 219p level reached after the initial Sea Lion discovery was struck.

Special Situations - Stock Recommendation (cont)

Glossary:
Proven reserves - defined as oil and gas “reasonably certain” to be producible using current technology 
at current prices, with current commercial terms and government consent. This is also known as P90 - i.e. 
having a 90% certainty of being produced. 

Probable reserves - defined as oil and gas “reasonably probable” of being produced. This is also known as 
as P50 - i.e. having a 50% certainty of being produced. 

Possible reserves - defined as oil and gas “having a chance of being developed under favourable circum-
stances”. This is also known as P10 - i.e. having a 10% certainty of being produced. 

Chart Legend:

Technical Analysis Guide:
ADX (average directional index) - indicates whether a security is in a trend (above 20) or not in a trend 
(below 20). For trending markets moving averages work best when considering lines of support/resistance. 
For non-trending markets bollinger bands work best (sell at upper band, buy at lower band).

RSI (relative strength index) - indicates whether a security is overbought (above 70) or oversold (below 
30).  Also when the RSI moves above 50 that is considered bullish (or vice versa).

20 day moving average       

50 day moving average

200 day moving 
bollinger bands       (an indicator that measures 2 standard deviations away from the 20 day m/a)

(signifies the long-term direction of the security - whether it is in a bull or bear market)
(signifies the medium-term direction of the security)

(signifies the short-term direction of the security. prices tend to gyrate around their 20 day m/a)
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