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Markets

The Dow industrials faded at the last gasp after being up 65 points near the end of the

‘ét\),vrlﬁ):zrkas 13,245 +{3 .0,6" session to finish 3 points weaker. Optimism related to new asset purchases of $45b per
gfg/;go ig;g ? gg month by the Fed, in addition to the $40b of mortgage backed securities it already
PreE 100 s 51 04 purchases, was offset by the fiscal cliff deadlock in Washington.
ﬂ;k:g'siiz s >¢| Base metals were stronger across the board, with the exception of nickel (aluminium
ASX All Ords 4.502 11 02 +1.5%, tin +0.7% and copper +0.4%), gold was flat at $1,711.6/0z, and crude up 1.1%
to $86.77/bbl.
Currencies + /- %
e ok 2% 2% Pancontinental (PCL) - Is it too Obvious?
GBP/$A 1.531 0.00 0.03
Euro/$US 1.307 -0.00 -0.01 Sometimes we cannot see the forest for the trees. In the case of PCL, we believe that the
Fraoy o o market has focussed too much on the detail (or lack thereof) in relation to the Mbawa
WTI (US$/bbl) 86.77 0.98 11| discovery well drilled a few months ago. The available detail being a small gas discovery at
Henry Hub (US$/mcf) 3.33 -0.06 -1.8| one of several prospective horizons when the expectation was large oil. The bigger picture
UxC Uranium (US$/Ib) 43.50 1.00 24| that has been missed, in our view, is:
:::;s_ez% SRS 125.00 31/0 OZ" ® This is a first up discovery in virgin territory and the first ever discovery offshore
Freight (US$/t) 7.30 -1.10 -13.1 Kenya
Thermal Coal FOB (uss/t) 90.65 3.55 4.1
Precious Metals (Bloomberg) + /- % ° Reservoir quallty is excellent
Gold (US$/0z) 1,711.6 1.2 0.1
Platinum (US$/0z) 1,635.8 0.3 0.0 ® Type II kerogen source rock mature for generation of gas and oil. This means
Silver (US$/0z) 33.5 -0.0 -0.0 that oil has been generated in the system and now the Apache led joint venture is
IME, Cash 7 o tasked with determining where it is.
Aluminium (US$/t) 2,141 31.3 1.5
Copper (US$/t) 8,105 30.8 0.4 ® The deeper horizon was not intersected meaning that prospectivity at this level
Lead (US$/t) 2,305 24.0 1.1 remains.
Nickel (US$/t) 17,632 -102.0 -0.6
Tin (US$/t) Z3OZRR 650 071 The upshot of all of this is that a worst case scenario will be discovery of significant
Zinc (US$/t) 207 L 0.8 quantities of gas offshore Kenya over the next two years, with an upside case that includes
International Markets (3 Month) oil. Majors and internationally renowned explorers such as Apache, Tullow, BG and
1575 - G Anadarko all believe in the oil story based on interpretation of likely differences in maturity
of the source rock offshore Kenya vs that offshore Tanzania and Mozambique where large
13,250 4 gas discoveries have been made with stunning success in recent years.
[ 97 Given that drilling is about to commence again offshore Kenya we would expect that once
12,750 - this news penetrates the market, the share price should start to appreciate. Anadarko has
| 55m announced, via the Kenyan Ministry of Energy, that it will be drilling two wells in blocks
12,250 - adjacent to PCL's interests offshore Kenya, commencing in December. BG and Apache also
have plans to drill multiple wells in 2013, for which PCL will have direct exposure through
11,750 L 5,250 its ownership in blocks L8, L10A and L10B. A farm-out of PCL’s L6 block could also provide
e==Dow Jones e FTSE a catalyst.
Gold v Oil (3 Month)
BT - Additionally, HRT will be drilling a well in a permit adjacent to PCL’s acreage offshore
| 4108 Namibia, where analysis has detected a strong incidence of surface seeps. This will is
$1,900 1 scheduled for spud in February 2013. Recent drilling offshore Namibia has not yielded
commercial results; however, this well will be the first in the Walvis Basin, where the
PR § - $95 source rock is thought to be in the oil window in present day.
$1,700 4
I $85 It is also likely that we will see an independent certified update on prospective resources
$1,600 across all or part of the portfolio. This has been an effective value creator for many other
41,500 4 L 475 junior explorers.

—==Gold (US$/0z)  ====WTI Spot (US$/bbl)

PCL has cash at bank of A$39m so is fully funded for the forward work program and with
an Enterprise Value of A$55m, it is comparatively cheap to other explorers that do not
15% 1 have proof through drilling of an active petroleum system, seal and reservoir. Risk has
been decreased (but is still present - this is exploration after all), the upside remains
intact and the share price has declined. This, in our view, defines the opportunity.

Base Metals (Rebased) (3 Month)

10% -
5% -

Ok We do not officially cover PCL so there is no recommendation or price target but we would

5% be surprised if the share price did not double over the next few months on speculation
alone. Given that we believe that additional discoveries are likely offshore Kenya, we also
can see a strong likelihood of a sharply higher share price by this time next year.
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Important Disclosure
The analyst has a beneficial interest in the shares of PCL.
Information Disclosure

Each research analyst of this material certifies that the views expressed in this research material
accurately reflect the analyst's personal views about the subject securities and listed corporations.
None of the listed corporations reviewed or any third party has provided or agreed to provide any
compensation or other benefits in connection with this material to any of the analyst(s).

General Disclosure and Disclaimer

This research has been prepared by Argonaut Securities Pty Limited (ABN 72 108 330 650) (“"ASPL")
or by Argonaut Securities (Asia) Limited ("ASAL") for the use of the clients of ASPL, ASAL and other
related bodies corporate (the “Argonaut Group”) and must not be copied, either in whole or in part,
or distributed to any other person. If you are not the intended recipient you must not use or
disclose the information in this report in any way. ASPL is a holder of an Australian Financial
Services License No. 274099 and is a Market Participant of the Australian Stock Exchange Limited.
ASAL has a licence (AXO 052) to Deal and Advise in Securities and Advise on Corporate Finance in
Hong Kong with its activities regulated by the Securities and Futures Ordinance ("SFO”)
administered by the Securities and Futures Commission (“"SFC”) of Hong Kong.

Nothing in this report should be construed as personal financial product advice for the purposes of
Section 766B of the Corporations Act 2001 (Cth). This report does not consider any of your
objectives, financial situation or needs. The report may contain general financial product advice and
you should therefore consider the appropriateness of the advice having regard to your situation. We
recommend you obtain financial, legal and taxation advice before making any financial investment
decision.

This research is based on information obtained from sources believed to be reliable and ASPL and
ASAL have made every effort to ensure the information in this report is accurate, but we do not
make any representation or warranty that it is accurate, reliable, complete or up to date. The
Argonaut Group accepts no obligation to correct or update the information or the opinions in it.
Opinions expressed are subject to change without notice and accurately reflect the analyst(s)’
personal views at the time of writing. No member of the Argonaut Group or its respective
employees, agents or consultants accepts any liability whatsoever for any direct, indirect,
consequential or other loss arising from any use of this research and/or further communication in
relation to this research.

Nothing in this research shall be construed as a solicitation to buy or sell any financial product, or to
engage in or refrain from engaging in any transaction. The Argonaut Group and/or its associates,
including ASPL, ASAL, officers or employees may have interests in the financial products or a
relationship with the issuer of the financial products referred to in this report by acting in various
roles including as investment banker, underwriter or dealer, holder of principal positions, broker,
director or adviser. Further, they may buy or sell those securities as principal or agent, and as such
may effect transactions which are not consistent with the recommendations (if any) in this research.
The Argonaut Group and/or its associates, including ASPL and ASAL, may receive fees, brokerage or
commissions for acting in those capacities and the reader should assume that this is the case.

There are risks involved in securities trading. The price of securities can and does fluctuate, and an
individual security may even become valueless. International investors are reminded of the
additional risks inherent in international investments, such as currency fluctuations and
international stock market or economic conditions, which may adversely affect the value of the
investment.

The analyst(s) principally responsible for the preparation of this research may receive compensation
based on ASPL’s and / or ASAL’s overall revenues.

Hong Kong Distribution Disclosure

This material is being distributed in Hong Kong by Argonaut Securities (Asia) Limited which is
licensed (AXO 052) and regulated by the Hong Kong Securities and Futures Commission. Further
information on any of the securities mentioned in this material may be obtained on request, and for
this purpose, persons in the Hong Kong office should be contacted at Argonaut Securities (Asia)
Limited of Unit 701, 7/F, Henley Building, 5 Queen’s Road Central, Hong Kong, telephone (852)
3557 48000.

© 2012. All rights reserved. No part of this document may be reproduced or distributed in any
manner without the written permission of Argonaut Securities Pty Limited and / or Argonaut
Securities (Asia) Limited. Argonaut Securities Pty Limited and Argonaut Securities (Asia) Limited
specifically prohibits the re-distribution of this document, via the internet or otherwise, and accepts
no liability whatsoever for the actions of third parties in this respect.
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