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Strike Energy Limited  

ASX Code STX 

52- week range A$0.05-A$0.32 

Market Cap (diluted) (ASm) 187 

Shares (diluted) (m) 1,696m 

Av Daily Turnover (shares) 7.47 million 

ASX All Ordinaries 5,822 

FY20E BV per share (A$c) 7.6 

FY20E EPS (A$c) -0.29 

FY20E Net Cash/(Debt) (A$m) 14 
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Strike Energy Limited (ASX:STX) 
International crude oil prices collapse                     
Brent crude oil prices have fallen by over 50% since January 2020 to just under 

US$36/bbl on the back of a slow-down in global energy demand as a result on 

the ongoing coronavirus (COVID-19) outbreak, and a concomitant step up in 

supply. Prices fell by 9% on Friday 6 March on news that marathon talks at 

Opec’s headquarters in Vienna collapsed when Russia refused to join an Opec 

plan to cut supplies. On Monday 9 March, Brent prices plummeted by a 

further 26.8% to US$33.34/bbl, in response to Saudi Arabia, the world’s top 

oil exporter, stating that it will step up crude oil production from next month. 

Other Opec producers, such as Iraq, Kuwait and the UAE, are expected to follow 

Saudi Arabia’s lead.   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Valuation and Recommendation. A$0.45ps (unchanged)  

Considering the sudden deterioration in the international crude oil price 

environment, we have downwardly revised our forecast Brent crude oil price for 

FY20E by 15% to US$52/bbl from US$61.50/bbl. We also assume a significantly 

weaker (-28%) oil price of US$45/bbl in FY21E (vs our previous FY21E forecast 

of US$62.73/bbl). Mitigating this, we assume a weaker AUD/USD exchange rate 

of US$0.68 in FY20E (US$0.70 previously) and US$0.66 in FY21E (US$0.70 

previously). However, with STX’s two development projects – conventional gas 

in the North Perth Basin (WA) and deep CSG at Southern Cooper Basin (SA)  - 

not exposed (directly) to movements in the international oil price, nor unlikely to 

come onstream within the next 24 months, our valuation for STX is 

unaffected by the downward revision to the near-term A$ oil price 

forecasts.  

The expression “a rising tide lifts all boats” however, operates in reverse. We 

note that STX’s share price fell 10% on Friday 6 March and a further 18.5% on 

Monday 9 March. Energy stocks across the board, irrespective of their exposure 

to oil or gas, or indeed whether they are producers or explorers/developers, 

have been hit hard by the rapid deterioration in the bell-weather crude oil price 

environment. While energy plays are likely to be volatile in this uncertain 

market, we believe that STX offers significant upside potential for investors with 

a longer time horizon. We maintain a Buy (Higher Risk) recommendation.   

10 March 2020 
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Financial Statements 

    

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

  

 

 

 

 

 

 

 

 

 

Strike Energy Ltd
Year ending June

Profit & Loss Statement (A$M) FY19A FY20E FY21E FY22E FY23E Revenue Forecast (A$m) (100%) FY19A FY20E FY21E FY22E FY23E

Revenue 0 0 0 0 48 Gas sales (PJ) 0.0 0.0 0.0 0.0 18.0 

COGS 0 0 0 0 (16) ARP (A$/GJ) - 5.0 5.1 5.2 5.3 

Corporate costs (3) (4) (5) (5) (5) Revenue -Gas 0.0 0.0 0.0 0.0 95.5 

Exploration expenses 0 (1) (1) (1) (1) Oil sales (MMbbl) 0.00 0.00 0.00 0.00 0.00 

EBITDA (3) (5) (6) (6) 26 ARP (A$/bbl) - 89.6 91.4 93.2 95.1 

Depreciation & Amortisation 0 0 0 0 (10) Revenue -Oil 0.0 0.0 0.0 0.0 0.0 

Operating profit (3) (5) (6) (6) 16 Revenue - Gas & Oil 0.0 0.0 0.0 0.0 95.5 

NOI 1.2 (0.9) (0.9) (0.9) 0 Annual % change in revenue n/a n/a n/a n/a n/a

EBIT (2) (6) (7) (7) 16 Total sales volume (PJe) 0.0 0.0 0.0 0.0 18.0

Interest income 0 0 0 0 0 Annual % change sales volume n/a n/a n/a n/a n/a

Interest expense (0.5) (0.2) (0.2) (1) (1) Gas contributon to sales volume n/a n/a n/a n/a 100%

Tax expense 0 0 0 0 0 Oil contribution to sales volume n/a n/a n/a n/a 0%

Reported NPAT (3) (6) (7) (8) 15 Gas contributon to revenue n/a n/a n/a n/a 100%

Normalised NPAT (4) (5) (6) (7) 15 Oil contribution to revenue n/a n/a n/a n/a 0%

EBITDA Margin (%) n/a n/a n/a n/a 54% Reserves & Resources  (PJ)

Operating profit margin (%) n/a n/a n/a n/a 33% West Erregulla (WE)

EPS Reported (A$c) (0.17) (0.34) (0.36) (0.37) 0.75 Wagina Formation (w ithin WE)

EPS Normalised (A$) (0.25) (0.29) (0.31) (0.32) 0.75 Ocean Hill

EPS grow th (%) n/a n/a 7% 4% -329% Walvering

DPS - Declared (A$) 0.00 0.00 0.00 0.00 0.00 SCBGP -  PEL96

Avg. no. of fully-diluted shares (m) 1,273 1,620 1,784 1,959 2,046 SCBGP - Other permits

YE no. of fuly-diluted shares (m) 1,544 1,696 1,871 2,046 2,046 Total

Note: 2.5MMbbl Prospective Resource at Walvering converted to gas at: 1bbl oil = 6 GJ gas

Cash Flow Statement (A$M) FY19A FY20E FY21E FY22E FY23E

EBITDA (3) (5) (6) (6) 26 

Investment in w orking capital 2 0 0 0 0 

Tax expense 0 0 0 0 0 

Operating Cash Flow (2) (5) (6) (6) 26 

Capex (17) (22) (37) (42) (7)

Other investments 0 0 0 0 0 

Investing Cash Flow (17) (22) (37) (42) (7)

Net interest received / (paid) (0) 0 0 (1) (1)

Debt draw dow n / (repayment) (5) 0 0 15 (15)

Dividends paid 0 0 0 0 0 

Equity raised / (repaid) 39 35 35 35 0 

Financing Cash Flow 34 35 35 49 (16)

Non-operating & Other (R&D rebate) (7) (3) (1) (1) 0 

Inc/(Dec) in  Cash 8 5 (9) 0 3 

Balance Sheet (A$M) FY19A FY20E FY21E FY22E FY23E Valuation Ratios (x) FY19A FY20E FY21E FY22E FY23E

Cash & Equivalents 11 16 8 8 11 Normalised P/E -104.2 -52.2 -49.9 -49.0 24.2

Receivables 2 2 2 2 2 Price/OP Cash Flow -149.3 -55.6 -46.3 -46.3 10.7

Inventories 0 0 0 0 0 Book value per share (A$c) 6.5 7.6 8.4 9.0 9.8

Other Current Assets 0 0 0 0 0 EV (A$m) 269 264 273 287 269

PPE and Exploration & Development 114 136 173 215 212 EV/EBITDA -ve -ve -ve -ve 10.4

Deferred tax asset 0 0 0 0 0 ROE (%) n/a n/a -ve -ve 8%

Other Non Current Assets 0 0 0 0 0 

Total Assets 127 154 183 225 225 SOTP Valuation A$m

Payables and other current Liabilities 6 6 6 6 6 NPV West Erregulla (WE) (STX 50%) 292 

Short Term Debt 0 0 0 15 0 WE Resource upside - Wagina formation 51 

Long Term Debt 2 2 2 2 2 Exploration upside - Ocean Hill 89 

Other Non Current Liabilities 20 17 17 17 17 Exploration upside - Walvering 14 

Total Liabilities 28 25 25 40 25 Exploration upside - Other 10 

Total Equity 100 129 157 185 200 Perth Basin, Western Australia 456 

Net Cash / (Debt) 9 14 5 (9) 9 Southern Cooper Basin - PEL96 219 

Southern Cooper Basin - other permits 87 

Top 3 Registered Shareholders Southern Cooper Basin Gas Project 306 

MHC Fund Services Enterprise value 761 

JP Morgan Nominees Australia Net Cash / (Debt) (FY19A) 9 

HSBC Custody Nominees Equity value 770 

Source: Company, IRESS, State One Stockbroking forecasts            Note: Per share data based on diluted number of shares            
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Recommendation & Risks  

Our SOTP valuation of A$0.45ps offers some 350% potential upside relative 

to STX’s current share price levels of A$0.10. 

Recommendation: Buy (Higher Risk).  

Risks to our estimated target price and forecast earnings profile include, but 

are not limited to:    

• Commodity prices – specifically the domestic east coast gas price 

and the domestic west coast gas price. Depending on project 

development at the Perth Basin and the Southern Cooper Basin, STX 

could be one of the few junior ASX-listed energy plays 

simultaneously exposed to the different supply/demand and gas 

pricing mechanisms in east and west Australia. A softening in gas 

prices in one or both markets may curtail project development in 

one or both Basins.   

• West Erregulla development. Some 38% of STX’s enterprise 

value is derived from our estimated NPV value of A$292m for West 

Erregulla (STX, 50%) – with this percentage increasing to 45% 

including potential Resource upside from the Wagina formation. 

However, the project is in a relatively early stage of development 

(with its Maiden Resource announced only in mid-November 2019). 

While management has indicated a targeted timeline for the project, 

the timeline is indicative and subject to a number of uncertainties 

including: appraisal results, JV discussions/processes, infrastructure 

access, capital procurement, offtake market conditions, land access 

and regulatory approvals.  

• Southern Cooper Basin Gas Project. Some 40% of STX’s 

enterprise value is derived from the estimated A$306m value we 

attach to the group’s Southern Cooper Basin (Coal Seam) Gas 

Project (SCBGP). While the Prospective Resource estimated for the 

SCBGP is significant at over 11Tcf of gas (12,200PJ) net to STX, the 

exploration/development program currently being undertaken at 

PEL96 (the Jaws 1 vertical and horizontal well program) may not 

result in a favourable result. The coal seams containing the CSG are 

at 2,0000m depth, significantly deeper than typical east coast CSG 

plays. A technical set-back early in 2019 forced the Jaws 1 Project to 

adopt a more cautious approach. 

Our approach to “capturing” this risk has been to attach deeply 

discounted EV/GJ value of (only) A$0.03/GJ to the SCBGP 

Prospective Resource – A$0.05/GJ to the PEL96 Prospective 

Resource of 4,700PJ and A$0.01/GJ to the aggregate Prospective 

Resource of 7,500PJ at other permits. In comparison, we calculate 

that CSG plays are typically valued at closer to 14c per GJ (of 2P+2C 

Resource). Thus, we believe that confirming (even a portion) of the 

Prospective Resource to a Contingent Resource, and further to a 

Reserve, could have a significant positive impact on our SCBGP 

valuation.       

• Exploration upside. Some A113m or 15% of our estimated SOTP 

valuation is derived from exploration upside. Exploration 

programmes may not result in favourable results relative to 

expectations.  

• Other. Regulatory or compliance change, key personnel risk.  
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Directors  
Source: Company, 2019 Annual report.   

Note: Nev Power (ex-MD of Fortescue Metals (ASX:FMG)) was  appointed to the STX Board in September 2019 as Non-
Executive Director and Deputy Chairman. 
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General Advice Warning 

The contents of this document have been prepared without taking account of your objectives, financial 

situation or needs. 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 this 

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

your own objectives, financial situation and needs. 

 

Whilst State One Stockbroking Ltd believes information contained in this document is based on 

information which is believed to be reliable, its 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 Stockbroking Ltd or any 

officer, agent or employee of State One Stockbroking Ltd. If applicable, you should obtain the Product 

Disclosure Statement relating to the relevant financial product mentioned in this document (which 

contains full details of the terms and conditions of the financial product) and consider it before making 

any decision about whether to acquire the financial product. 

 

Disclosure 

The directors and associated persons of State One Stockbroking Ltd may have an interest in the financial 

products discussed in this document 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.  

 

This report was prepared solely by State One Stockbroking Limited. ASX Limited ABN 98 009 642 691 

and its related bodies corporate (“ASX”) did not prepare any part of the report and has not contributed 

in any way to its content. The role of ASX in relation to the preparation of the research reports is limited 

to funding their preparation by State One Stockbroking Limited, in accordance with the ASX Equity 

Research Scheme. ASX does not provide financial product advice. The views expressed in this research 

report may not necessarily reflect the views of ASX. To the maximum extent permitted by law, no 

representation, warranty or undertaking, express or implied, is made and no responsibility or liability is 

accepted by ASX as to the adequacy, accuracy, completeness or reasonableness of the research reports. 

 

The Research Analyst who prepared this report hereby certifies that the views expressed in this research 

document accurately reflect the analyst’s personal views about the company and its financial products. 

The research analyst has not been and will not be receiving direct or indirect compensation for 

expressing the specific recommendations or views in this report. This research at all times remains the 

property of State One Stockbroking Ltd. And as such cannot be reprinted, distributed, copied, posted on 

the internet, in part or whole, without written prior approval from an Executive Director of State One 

Stockbroking Ltd. 
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