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MACRO NEWS

Although yesterday’s EIA inventory report was bearish, oil prices are still
finding support from freezing temperatures in the US, Europe and China as
well as weakness in the US dollar.

Comment: Oil’s steady run higher looks to be slowing down this morning as
this week’s inventory data will have reminded investors that supplies remain
ample. Having said that, we do anticipate the current bout of cold weather
to translate into a draw in stocks in time.

OIL & GAS PRICES  (Yesterday’s Close)

WTI* $83.18 +$1.41
Brent* $81.89 +$1.30
Henry Hub Gas $6.43 +50.27

* February contract

This morning, WTI and Brent are trading lower at $82.78 and $81.48
respectively.
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OIL INDICES PERFORMANCE
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Yesterday's %
DAILY SECTOR PERFORMANCE Change
FTSE 350 - Oil & Gas -0.47%
FTSE 350 Index 0.16%
FTSE AIM Oil & Gas 1.26%
FTSE AIM All-Share Index 1.06%
COMPANY NEWS

WELLSTREAM announced a trading update this morning for the year ended
31 December. The company states that revenues were ahead of the prior
year and that earnings were broadly in line with expectations. Project delays
have led the group to embark on a cost reduction programme however there
were no details regarding the impact of this initiative to date. The order
backlog at the end of the year stood at £160 million.

Comment: Management are maintaining an unchanged outlook for the year
ahead despite some signs of market improvement. While we maintain that
Wellstream are well positioned in an attractive niche market and also
represent a potential takeover target, for now we are maintaining our HOLD
recommendation on the shares.




HUNTING announced the completion of the acquisition of the Welltonic
group of companies (a provider of well intervention services) for £9 million.

Comment: We regard this as a positive step. However with £380 million still
in the bank the future shape of Hunting remains far from clear. We retain
our HOLD recommendation on the stock.

NORTHERN PETROLEUM has brought on stream the second of four onshore
Dutch oil and gas fields currently under development. The Geesbrug gas field
(NOP interest 45%) follows the recently commissioned Grolloo gas field.
Production from the field is expected to be about 7.4 MCF per day during the
initial evaluation period. The group expects this level to rise in the future
from both existing wells and potentially from additional drilling. The Wijk en
Aalburg and Brakel gas fields are next in the programme and expected to be
brought on stream this summer.

Comment: Northern continue to make steady progress on its development
programme in the Netherlands which complements the higher impact
exploration activity in Italy. We maintain our BUY recommendation.

SAN LEON ENERGY announced that it had entered into a joint venture with
Al Meinaa Oil Services Limited for the reciprocal referral and joint evaluation
of oil and gas projects in the Republic of Iraq. Al Meinaa is an oil services
company based in Baghdad.

THIS MORNING'S BULLS

Description Mid Chg %chg
OILEX ORD NPV 11.50 1.25 12.20
MAX PETROL ORD 0.01P 22.00 1.75 8.64
MAPLE ENERGY ORD USDO0.01 75.50 4.50 6.34
XTRACT ORD 0.1P 2.58 0.13 5.10

THIS MORNING'S BEARS

RANGE RES. ORD NPV (DI) 3.50 -0.13 -3.45
SERICA ORD USDO0.10 62.50 -3.00 -4.58
ASCENT RES. ORD 0.1P 5.25 -0.38 -6.67
EMPYREAN ORD 0.2P 15.75 -1.25 -7.35
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IMPORTANT DISCLOSURES

Westhouse Securities Limited is a member of the London Stock Exchange and is authorised
and regulated by the Financial Services Authority. Registered in England and Wales No.
05861129. Registered Office 12th Floor, One Angel Court, London EC2R 7HJ.

Analyst Certification

We, the above named analysts, in our role as Research Analysts for Westhouse Securities
Limited, hereby certify that the views about the companies and their securities discussed in
this report are accurately expressed and that we have not received and will not receive
direct or indirect compensation in exchange for expressing specific recommendations or
views in this report.

Analyst Stock Ratings

Westhouse Securities Limited uses BUY, HOLD and SELL as its stock rating system to
describe its recommendations. Investors should carefully read the definitions of all ratings
used in each research report. In addition, since the research report contains more complete
information concerning the analyst’s views, investors should carefully read the entire
research report and not infer its contents from the rating alone. In any case, ratings (or
research) should not be used or relied upon as investment advice. An investor’s decision to
buy or sell a stock should depend on individual circumstances (such as the investor’s
existing holdings) and other considerations.

Ratings are explained as follows:

BUY We expect that over the next twelve months the share price will outperform
the market by more than 15%. The market is defined as the FTSE All Share
Index

HOLD We expect that over the next twelve months, the share price will perform
between +15% and -15% of the market defined as the FTSE All Share Index.

SELL We expect that over the next twelve months the share price will under-perform
the market by more than 15%. The market is defined as the FTSE All Share
Index

Below is the distribution of Westhouse Securities research recommendations:

BUY: 73%, SELL: 8%, HOLD:19%

Westhouse Securities publishes the following on a quarterly basis:

The proportion of all recommendations published BUY, SELL or HOLD

The proportion of relevant investments in each categories issued by the issuers to which
the firm supplied investment banking services during the previous 12 months.

Disclosure of ownership or Investment Banking
Westhouse Securities Limited, its affiliates and research analysts involved in the
preparation of this report have:




Managed or co-managed a public offering of securities of the No
subject companies mentioned in this report.

Received compensation for investment banking services from the No
subject companies mentioned in this report.
Received compensation for products and services other than No

investment banking services from the subject companies
mentioned in this report.

Provided or plans to provide investment banking services to, or has No
an investment banking client relationship with any of the subject
companies covered in this report.

Provided or plans to provide non-investment banking, securities- No
related services to any of the subject companies mentioned in this
report, or in the past has entered into an agreement to provide
services, or has a client relationship with any of the companies
covered in this report.

Westhouse Securities Limited and its affiliates were acting as a i No
market maker in the subject companies’ securities at the time this i
research report was published.

Westhouse Securities Limited and its affiliates beneficially own 5% No
or more of any class of common equity securities of the subject

company.

The research analyst(s) involved in the preparation of this report No

and any members of their household have a financial interest in the
securities of the subject company or have received any
compensation from investment banking services revenues or from
the subject companies in the past 12 months.

The research analyst(s) involved in the preparation of this report or No
any members of their household serve as an officer, director, or
advisory board member of the subject companies mentioned in this
report.

Any legal or natural person working for Westhouse Securities is No
involved in the preparation of research recommendation, receives
or purchases shares of the relevant issuer prior to a public offering
of those shares.

Other disclosures

This research report has been published in accordance with our Research Policy which is
available on written request from Westhouse Securities Limited.

This report does not provide individually tailored investment advice. It has been prepared
without regard to the individual financial circumstances and objectives of persons who
receive it. The securities discussed in this report may not be suitable for all investors.
Westhouse Securities Limited recommends that investors independently evaluate
particular investments and strategies, as the appropriateness of a particular investment or
strategy will depend on an investor’s individual circumstances and objectives.

This report is not an offer to buy or sell any security or to participate in any trading strategy,
Westhouse Securities Limited employees and its affiliates not involved in the preparation of
this report may have investments in securities or derivatives of securities of companies
mentioned in this report, and may trade them in ways different from those discussed in this
report.

Westhouse Securities Limited makes every effort to use reliable, comprehensive
information, but we make no representation that it is accurate or complete. We have no
obligation to tell you when opinions or information in this report change apart from when
we intend to discontinue research coverage of a subject company.

With the exception of information regarding Westhouse Securities Limited, reports
prepared by Westhouse Securities Limited research personnel are based on public
information. Facts and views presented in this report have not been reviewed by, and may




not reflect information known to, professionals in other Westhouse Securities Limited
business areas or its affiliates.

Westhouse Securities Limited research personnel conduct site visits from time to time but
are prohibited from accepting payment or reimbursement by the company of travel
expenses for such visits.

The value of and income from your investments may vary because of changes in interest
rates or foreign exchange rates, securities prices or market indexes, operational or financial
conditions of companies or other factors. There may be time limitations on the exercise of
options or other rights in your securities transactions. Past performance is not necessarily a
guide to future performance. Estimates of future performance are based on assumptions
that may not be realised.




