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Trust sector unchanged as oil and gas move further apart 

The conventional oil & gas trusts were essentially flat over the last week amid 
higher oil prices and declining gas prices. The twelve month WTI strip was up 
2.8% week‐over‐week to US$82.20/bbl; reports cite improved prospects for the 
U.S.  economy  and  speculation  of  renewed  concerns  over  Iran’s  nuclear 
program.  Meanwhile,  the  twelve  month  NYMEX  strip  fell  3.5%  to 
US$5.16/mcf,  investors  are  likely  looking  past  the  remainder  of  winter  and 
seeing high supply volumes; we continue  to see storage  levels of ~ 1.6 Tcf at 
the  end  of  the  heating  season,  which  would  be  well  above  the  five‐year 
average and in line with 2009 levels. On Thursday, the DOE reported a 116 bcf 
storage  withdrawal,  slightly  below  the  consensus  expectation  of  126  bcf. 
Adjusting for the move up in the Canadian dollar against the U.S. greenback, 
the WTI strip was flat and the gas strip down 6.2%.  
 

We continue  to  receive  requests  for our best yield  ideas  in  the  sector, which 
may  in part  reflect uncertainty around  the direction of commodity prices, at 
least in the near‐term. The median yield across the trust sector is an attractive 
9%;  among  the  names  on  our  coverage  list,  we  specifically  highlight 
Pengrowth Energy Trust; the trust pays 7.5% at current levels; the distribution 
has already been adjusted to reflect more conservative payout and the higher 
reinvestment  expected  as  a  corp;  the  balance  sheet  has  also  improved.  The 
trust  has  also  has  a  good  hedge  position  for  2010  (~  48%  of  gas  hedged  at 
C$6.14/mcf  +  32%  of  oil  at  C$82.09/bbl),  helping  protect  against  lower 
commodity prices.   See Exhibit 1 on  the  following page  for how  the current 
yield  for  the  trusts on our coverage universe  rank  relative  to capex‐adjusted 
payout.  
 

We  have  also  had  a  number  of  year‐end  reports  released  over  the  last  few 
days,  with  more  to  come next  week;  we  continue  to  like Daylight Resource 
Trust at  current  levels;  the  trust  reported  higher  reserves  than  we  expected, 
improved F&D costs on internal development and continues to move toward 
conversion  to a growth‐oriented by no  later  than mid‐May; while we do not 
expect  that  this  will  change  the  2010  spending  program  or  targeted  growth 
rate, we do expect a lower dividend going forward to help fund capex. 
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SECTOR SUMMARY
COMPANY TOTAL RATING

TICKER CUR PRICE RETURN TARGET

ARC Energy Trust MARKET PERFORM 3

AET.un C $21.76 6.6% $22.00

Avenir Diversified Income Trust OUTPERFORM 2

AVF.un C $5.73 9.1% $5.50

Baytex Energy Trust OUTPERFORM 2

BTE.un C $33.62 6.1% $33.50

Bonavista Energy Trust MARKET PERFORM 3

BNP.un C $24.57 -0.1% $23.00

Daylight Resources Trust OUTPERFORM 2

DAY.un C $10.92 15.9% $12.00

Enerplus Resources Fund OUTPERFORM 2

ERF.un C $23.79 17.6% $26.00

NAL Oil & Gas Trust MARKET PERFORM 3

NAE.un C $13.19 13.9% $14.00

Paramount Energy Trust MARKET PERFORM 3

PMT.un C $4.92 4.8% $4.50

Pengrowth Energy Trust OUTPERFORM 2

PGF.un C $11.21 9.9% $11.50

Zargon Energy Trust MARKET PERFORM 3

ZAR.un C $19.84 4.6% $19.00

Closing prices as of Mar 04 2010
All figures in C$, unless otherwise noted.
Sources: Raymond James Ltd.,ThomsonOne, CapIQ
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Exhibit 1: Current Yield (X‐Axis) vs 2010E Capex‐Adj Payout (Y‐Axis) ‐ RJ Price Deck

Source: Raymond James Ltd.
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Weekly Statistics:  
 
  1 Week 1 Month 1 Year
Oil & Gas Prices 4‐Mar 3‐Mar % Chg Ago Ago Ago
Crude Oil
  Near month WTI contract (US$/bbl) $80.21 $80.87 ‐0.8% $78.17 $77.23 $45.38
  12‐month WTI strip (US$/bbl) $82.20 $82.60 ‐0.5% $79.96 $80.01 $50.18
  Canadian par (Cdn$/bbl) $83.34 $83.12 0.3% $84.21 $73.02 $51.62
  Heavy  differential (US$/bbl) $12.25 $12.25 0.0% $12.25 $12.25 $7.25
Natural Gas
  Near month NYMEX contract (US$/mcf) $4.58 $4.76 ‐3.8% $4.77 $5.45 $4.34
  12‐month NYMEX strip (US$/mcf) $5.16 $5.33 ‐3.2% $5.35 $5.90 $5.16
  Near month AECO contract (Cdn$/mcf) $4.57 $4.62 ‐1.1% $4.85 $5.44 $4.63
  1 Week 1 Month 1 Year
FX 4‐Mar 3‐Mar % Chg Ago Ago Ago
Canadian dollar (US$/Cdn) $0.9693 $0.9691 0.0% $0.9429 $0.9461 $0.7855

1 Week 1 Month 1 Year
Canadian Equity Indices 4‐Mar 3‐Mar % Chg Ago Ago Ago
TSX 300 Composite 11,825 11,828 0.0% 11,631 11,408 7,815
TSX Energy  Producers Index 3,143 3,167 ‐0.8% 3,122 3,088 1,948
TSX Energy  Services Index 1,275 1,276 ‐0.1% 1,267 1,300 686
TSX Energy  Trust Index 146 149 ‐1.7% 146 143 86  

Coming up in next 30 days:  

Mon‐Mar‐8
• PGF.UN 4Q09

Tue‐Mar‐9
• PMT.UN 4Q09
• EIA S‐T Energy Outlook

Wed‐Mar‐10
• NAE.UN 4Q09
• ZAR.UN 4Q09
• Alberta Land Sale
•OPEC Monthly Oil Market Report

Thur‐Mar‐11
• BTE.UN 4Q09

Wed‐Mar‐17
• OPEC Meeting

Mon‐Mar‐22
• April WTI Contract Expires

Wed‐Mar‐24
• Alberta Land Sale
• British Columbia Land Sale
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3a. Conventional Oil & Gas Trust Sector:  Weekly Capital Returns (1)

3b. Conventional Oil & Gas Trust Sector:  YTD Capital Returns

(1) ‐ All trusts denoted throughout the document trade on the TSX with a ʺ .UNʺ suffix
Sources: Bloomberg, Raymond James Ltd.

DAY, -1.7%

ZAR, -0.9%

AET, -0.9%

P EY, -0.7%

P MT, -0.6%

P WT, -0.5%

FX Adj. WTI S trip, 0.0%

Median Trus t , 0.1%

VET, 0.7%

FRU, 0.8%

BTE, 0.9%

AVF, 1.1%

TSX, 1.7%

ERF, 2.0%

P GF, 2.3%

BNP , 2.6%

NAE, 2.6%

Fo rex, 2.8%

P VE, 2.9%

FX Adj. Gas  S trip -6.2%

-15% -5% 5%

FX Adj. Gas  S trip, -7.7%

P MT, -5.7%

NAE, -4.0%

P EY, -2.6%

FX Adj. WTI S trip, -1.9%

ERF, -1.7%

TSX, 0.7%

Fo rex, 2.0%

ZAR, 3.1%

VET, 6.4%

Median Trus t, 6.8%

DAY, 7.2%

FRU, 8.3%

AET, 9.1%

BNP , 10.2%

P GF, 10.4%

BTE, 13.2%

P WT, 14.5%

AVF, 16.9%

P VE, 20.8%

-20% -10% 0% 10% 20% 30%

Provident (PVE) 2.9%
NAL (NAE) 2.6%
Bonavista (BNP) 2.6%
Pengrowth (PGF) 2.3%
Enerplus (ERF) 2.0%

Daylight (DAY) ‐1.7%
Zargon (ZAR) ‐0.9%
ARC (AET) ‐0.9%
Peyto (PEY) ‐0.7%
Paramount (PMT) ‐0.6%

Top 5 Performers

Bottom 5 Performers

Provident (PVE) 20.8%
Avenir (AVF) 16.9%
Penn West (PWT) 14.5%
Baytex (BTE) 13.2%
Pengrowth (PGF) 10.4%

Paramount (PMT) ‐5.7%
NAL (NAE) ‐4.0%
Peyto (PEY) ‐2.6%
Enerplus (ERF) ‐1.7%
Zargon (ZAR) 3.1%

Top 5 Performers

Bottom 5 Performers



 

 

RJ INsight │ Page 5 of 13

4a. Trust Current Previous 4b. Yield Spread
AET $0.10 $0.12 Jun‐09 ↓

AVF $0.06 $0.08 May‐09 ↓

BNP $0.16 $0.20 Apr‐09 ↓

BTE $0.18 $0.12 Jan‐10 ↑

DAY $0.08 $0.13 Feb‐09 ↓ 14
ERF $0.18 $0.25 Feb‐09 ↓ 14
FRU $0.14 $0.12 Dec‐09 ↑ 4
NAE $0.09 $0.11 Apr‐09 ↓ 12
PEY $0.12 $0.15 Mar‐09 ↓ 13
PGF $0.07 $0.10 Nov‐09 ↓ 5
PMT $0.05 $0.07 Apr‐09 ↓ 12
PVE $0.06 $0.09 Mar‐09 ↓ 13

PWT $0.15 $0.23 Apr‐09 ↓ 12
VET $0.19 $0.17 Jan‐08 ↑ 27

ZAR $0.18 $0.16 Dec‐05 ↑ 52

4c. Conventional Oil & Gas Trust Sector:  Yields
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Source: Raymond James Ltd., Bloomberg 
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5a. Simple Payout Ratio (2010E) 5b.Capex Adjusted Payout Ratio (2010E) (1)

5c. Capex as a % of Cash Flow  (2010E) 5d. DRIP as a % of Distribution (2010E)

5e. Capex  Payout Ratio vs. D/CF (2010E) (1)

(1) ‐ Capex Adjusted Payout Ratio  excludes acquisitions and includes DRIP
Sources: Raymond James Ltd.
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6a. EV/Boe/d (2010E) 6b. EV/Boe (2P) (2009E)

6c. EV/DACF (2010E) 6d. P/CF (2010E)

6e. P/NAVPU (2010E) 6f. EV/EBITDA vs. Cash Flow  Growth (2010E)

Sources:Raymond James Ltd.
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7a. YE Net Debt/Cash Flow  (2010E) 7b. YE Net Debt/EV (2010E)

7c. YE Debt/PDP NAV (2009E) 7d. 2010YE Net Debt ($mln)

7e. EV/EBITDA vs. Debt/Cash Flow  (2010E)

Sources: Raymond James Ltd.
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8a. Gas as % of Ttl Prodn (2010E) 8b. Heavy Oil as % of Ttl Prodn (2010E)

8c. Production Growth (2010E) 8d. Production Growth Per  Unit (2010E)

8e. Netback ‐ $/boe (2010E) 8f. % Oil Hedged vs. % Gas Hedged (2010E)

Sources: Raymond James Ltd.
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9a. Reserve Acquisition Metrics ($/boe ‐ 2P) (1)

9b. Production Acquisition Metrics ($/boe/d) (1)

(1) ‐ Acquisition metrics not adjusted for estimated value of undeveloped land
Sources: Sayer Energy  Advisors, Company  reports, Raymond James Ltd.
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CONVENTIONAL OIL & GAS ROYALTY TRUSTS

CORPORATE SUMMARY

Unit Price Enterprise Value Target Unit Monthly Target Capital Total
Company Name Analyst 4-Mar-10 Low High Units O/S Mkt. Cap Net Debt EV Price Rating Dist. Yield Return Return

(TSX) (NYSE) (mln) ($mln) ($mln) ($mln)

ARC Energy Trust AET.UN n/a T KZ $21.76 $11.41 $22.78 239.0 $5,200 $895 $6,095 $22.00 MP3 $0.10 5.5% 1.1% 6.6%

Avenir Diversified Income Trust AVF.UN n/a T KZ $5.73 $2.88 $5.75 42.0 $241 $12 $253 $5.50 OP2 $0.06 13.1% -4.0% 9.1%

Baytex Energy Trust BTE.UN BTE T, N KZ $33.62 $11.03 $35.05 108.0 $3,630 $486 $4,116 $33.50 OP2 $0.18 6.4% -0.4% 6.1%

Bonavista Energy Trust BNP.UN n/a T KZ $24.57 $12.25 $24.85 145.4 $3,573 $876 $4,449 $23.00 MP3 $0.16 6.3% -6.4% (0.1%)

Daylight Resources Trust DAY.UN n/a T KZ $10.92 $5.12 $11.54 174.2 $1,902 $480 $2,382 $12.00 OP2 $0.08 6.0% 9.9% 15.9%

Enerplus Resources Fund ERF.UN ERF T, N KZ $23.79 $16.75 $27.70 177.1 $4,212 $623 $4,835 $26.00 OP2 $0.18 8.3% 9.3% 17.6%

NAL Oil & Gas Trust NAE.UN n/a T KZ $13.19 $5.50 $14.95 137.4 $1,813 $451 $2,264 $14.00 MP3 $0.09 7.7% 6.1% 13.9%

Paramount Energy Trust PMT.UN n/a T KZ $4.92 $2.59 $5.90 124.8 $614 $514 $1,128 $4.50 MP3 $0.05 13.3% -8.5% 4.8%

Pengrowth Energy Trust PGF.UN PGH T,N KZ $11.21 $5.94 $11.42 289.5 $3,245 $1,247 $4,492 $11.50 OP2 $0.07 7.3% 2.6% 9.9%

Zargon Energy Trust ZAR.UN n/a T KZ $19.84 $13.05 $20.90 25.9 $514 $89 $604 $19.00 MP3 $0.18 8.8% -4.2% 4.6%

Average 8.3% 0.5% 8.8%
Median 7.5% 0.4% 7.8%

VALUATION  

NAVPU P/
Company Name Symbol 2010E 2011E 2010E 2011E 2010E 2011E 2010E 2011E 2010E 2011E P P+P 2010E NAVPU

(TSX)

ARC Energy Trust AET.UN $2.72 $3.10 25.7% 14.1% 8.0x 7.0x 8.2x 7.1x $84,239 $75,939 $24.96 $18.84 $20.10 1.1x

Avenir Diversified Income Trust AVF.UN $1.03 $0.97 79.5% -6.0% 5.6x 5.9x 5.4x 5.7x $69,523 $69,523 $35.73 $26.66 $5.90 1.0x

Baytex Energy Trust BTE.UN $3.71 $4.34 18.1% 17.0% 9.1x 7.7x 9.0x 7.7x $93,919 $90,392 $31.26 $21.28 $31.62 1.1x

Bonavista Energy Trust BNP.UN $3.37 $3.70 5.6% 9.8% 7.3x 6.6x 8.3x 7.5x $71,163 $69,168 $24.76 $18.41 $20.71 1.2x

Daylight Resources Trust DAY.UN $1.43 $1.67 -15.0% 16.9% 7.6x 6.5x 7.4x 6.3x $57,587 $53,387 $31.66 $21.80 $12.84 0.9x

Enerplus Resources Fund ERF.UN $4.27 $4.66 -3.3% 9.2% 5.6x 5.1x 6.0x 5.5x $56,300 $56,436 $18.87 $13.90 $27.25 0.9x

NAL Oil & Gas Trust NAE.UN $2.05 $2.35 0.3% 14.5% 6.4x 5.6x 6.7x 5.9x $75,344 $74,026 $32.34 $23.19 $13.14 1.0x

Paramount Energy Trust PMT.UN $1.31 $0.86 -22.4% -34.5% 3.8x 5.7x 5.9x 8.2x $46,034 $46,034 $23.88 $12.93 $4.48 1.1x

Pengrowth Energy Trust PGF.UN $2.11 $2.24 -4.4% 6.1% 5.3x 5.0x 6.3x 6.0x $59,632 $59,632 $20.15 $14.65 $10.69 1.0x

Zargon Energy Trust ZAR.UN $3.39 $4.00 -3.6% 18.0% 5.9x 5.0x 6.2x 5.2x $58,442 $58,442 $30.92 $21.91 $18.66 1.1x

Average 8.0% 6.5% 6.4x 6.0x 6.9x 6.5x $67,218 $65,298 $27.45 $19.36 1.0x
Median -1.5% 11.9% 6.1x 5.8x 6.5x 6.1x $64,578 $64,400 $27.94 $20.06 1.1x

(1) Based on 2009(E) reserves adjusted for net acquisitions

Source: Raymond James Ltd.

EV/EBITDA EV/BOE/D

52-week

EV/BOE (1)

Symbol

CFPU (Dil.) CFPU Growth P/CF
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CONVENTIONAL OIL & GAS ROYALTY TRUSTS

PAYOUT RATIO LEVERAGE SUMMARY

Company Name Symbol 2010E 2011E 2010E 2011E 2010E 2011E 2010E 2011E 2010E 2011E 2010E 2011E 2010E 2011E 2010E 2011E
(TSX) (mln) ($mln) (mln) ($mln) (mln) ($mln) ($mln) ($mln)

ARC Energy Trust AET.UN $685 $799 $790 $520 $217 $245 44% 38% 121% 96% $978 $943 16% 15% 1.4x 1.2x

Avenir Diversified Income Trust AVF.UN $43 $41 $18 $18 $30 $30 70% 74% 111% 119% $19 $26 7% 10% 0.4x 0.6x

Baytex Energy Trust BTE.UN $421 $495 $235 $290 $211 $212 56% 48% 106% 101% $511 $518 12% 13% 1.2x 1.0x

Bonavista Energy Trust BNP.UN $495 $550 $325 $355 $239 $239 48% 43% 114% 108% $983 $1,027 22% 23% 2.0x 1.9x

Daylight Resources Trust DAY.UN $285 $336 $275 $315 $105 $84 37% 25% 133% 119% $574 $637 24% 27% 2.0x 1.9x

Enerplus Resources Fund ERF.UN $759 $833 $505 $480 $351 $353 50% 46% 103% 94% $720 $720 15% 15% 0.9x 0.9x

NAL Oil & Gas Trust NAE.UN $311 $359 $175 $200 $131 $132 48% 42% 98% 92% $447 $420 20% 19% 1.4x 1.2x

Paramount Energy Trust PMT.UN $166 $111 $80 $110 $61 $63 46% 70% 85% 150% $503 $565 45% 50% 3.0x 5.1x

Pengrowth Energy Trust PGF.UN $613 $655 $285 $330 $226 $227 40% 38% 83% 85% $1,156 $1,059 26% 24% 1.9x 1.6x

Zargon Energy Trust ZAR.UN $89 $106 $50 $50 $50 $50 56% 47% 112% 94% $107 $100 18% 17% 1.2x 0.9x

Average 49% 47% 107% 106% 20% 21% 1.6x 1.6x
Median 48% 45% 109% 99% 19% 18% 1.4x 1.2x

* - Excludes acquisitions and dispositions

OPERATIONS SUMMARY RESERVE SUMMARY

Prodn Growth/Unit % Hedged (2010E)
Company Name Symbol 2010E 2011E 2010E 2011E 2010E 2011E 2010E 2011E Oil Gas Year P P+P % Gas P P+P

(TSX) (boe/d) (boe/d) ($/boe) ($/boe) (mboe) (mboe) (mboe) (Yrs) (Yrs)

ARC Energy Trust AET.UN 72,359 80,268 56% 60% 6% 8% $28.23 $30.44 13% 2% 2009(E) 244,249 323,525 52% 8.3 11.0

Avenir Diversified Income Trust AVF.UN 3,642 3,642 59% 59% 6% 0% $22.54 $23.32 26% 46% 2009(E) 7,085 9,496 54% 5.3 7.1

Baytex Energy Trust BTE.UN 43,825 45,535 21% 20% 0% 3% $29.75 $34.01 54% 37% 2009(E) 131,668 193,460 16% 7.9 11.6

Bonavista Energy Trust BNP.UN 62,519 64,323 60% 60% 0% 2% $24.18 $26.03 28% 4% 2009(E) 179,714 241,718 53% 7.7 10.3

Daylight Resources Trust DAY.UN 41,365 44,619 61% 62% 1% 7% $21.50 $24.98 0% 2% 2009(E) 75,233 109,275 41% 4.6 6.7

Enerplus Resources Fund ERF.UN 85,879 85,671 57% 57% -10% -1% $25.96 $30.14 34% 15% 2009(E) 256,160 347,755 57% 8.2 11.1

NAL Oil & Gas Trust NAE.UN 30,048 30,583 49% 48% -6% 1% $31.26 $36.41 34% 38% 2009(E) 69,996 97,626 47% 6.3 8.7

Paramount Energy Trust PMT.UN 24,509 24,509 100% 100% -13% -3% $13.00 $12.38 0% 47% 2009(E) 47,244 87,288 100% 5.3 9.8

Pengrowth Energy Trust PGF.UN 75,333 75,333 48% 48% -14% -1% $25.19 $27.92 32% 48% 2009(E) 222,948 306,587 44% 8.1 11.1

Zargon Energy Trust ZAR.UN 10,334 10,334 46% 46% -4% -1% $29.20 $33.79 31% 0% 2009(E) 19,529 27,565 40% 5.2 7.3

Average 56% 56% -4% 2% $25.08 $27.94 25% 24% 50% 6.7 9.5
Median 56% 58% -2% 0% $25.58 $29.03 29% 26% 50% 7.0 10.0

Source: Raymond James Ltd.

Forward RLI

Y/E Debt to CF 

Netback% Nat GasProdn

Net Dist. Capex Payout * YE Net Debt Y/E Debt to EVCash Flow Simple Payout Capex
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Risks 

Some of the specific risk factors that pertain to the projected 6‐12 month stock 
price target for our coverage list (“the trusts”) are as follows:  

Commodity  price  risk  –  Trust  revenue  streams  are  directly  impacted  by 
fluctuations  in  commodity  prices  that  are  currently  at  the  high  end  of  the 
historical price range. 

Leverage  –Should  the  trusts  falter  financially  or  operationally,  they  may  be 
forced  to sell assets or reduce distributions  to repay debt and other  financial 
obligations. This situation would negatively affect distributions made  to unit 
holders. 

Interest rates – An increase in interest rates will decrease cash flows available 
to be paid out to unit holders. More importantly, the trusts may be considered 
a yield product by many investors and will trade based on current yields.  An 
increase in interest rates will make the investment in the trusts less attractive 
to many investors and may affect unit prices. 

Acquisitions – The  trusts have historically  relied on acquisitions  to maintain 
per  unit  production,  reserves  and  distributions.  Should  the  availability  and 
quality of acquisitions be limited in the future, the quality of the reserves and 
production  of  the  trusts  may  be  negatively  affected.    This  may  negatively 
affect distributions made to unit holders. 

Development Success – Trusts are developing more  internal opportunities  in 
an  attempt  to  lower  overall  finding  and  development  costs.  Should  these 
development programs fail to add significant reserves and production to their 
portfolio  on  a  cost  effective  basis,  distributions  to  unit  holders  may  be 
negatively affected. 

Exchange Rates – Crude oil prices are set in US dollars on world markets and 
an increase in the Canadian/US dollar exchange rate may expose the trusts to 
significant exchange rate exposure. 

Production  Declines  –  The  trusts  face  production  decline  issues  due  to  the 
nature  of  its  operations.  Should  these  decline  rates  increase  unexpectedly 
production  may  decrease  significantly,  resulting  in  lower  cash  flows  and 
distributions to unitholders. 

Taxability  –  A  portion  of  the  distributions  that  accrue  to  unit  holders  are 
currently considered a return of capital and are not taxable in the hands of unit 
holders.    Should  this  situation  change  through  action  by  the  Canadian 
government or the individual circumstances of the trusts; distributions to unit 
holders could become fully taxable. 

 

 




