
Against a volatile macro and geopolitical backdrop, 
the challenges posed by the energy trilemma 
featured prominently in the oil majors’ first quarter 
earnings presentations. The security, affordability 
and sustainability of energy have all moved up the 
agendas of companies, policy makers and the 
media. Management teams emphasized the role 
their companies play in keeping energy flowing to 
where it is needed today. At the same time, they 
reiterated their commitment to continue investing 
in the energy transition. However, some executives 
cautioned that plans to diversify energy supply 
in Europe will be a multi-year effort that could 
permanently alter the global supply chain for oil  
and gas.

Three themes – country risk, the energy transition 
and refining – accounted for one-third of the 
questions raised by analysts during first quarter 
earnings calls with the oil majors. 

Country risk was a top five theme for the first 
time in the three years that Brunswick has been 
monitoring the themes from the oil majors’ 
earnings calls. With the conflict in Ukraine entering 
a third month, analysts posed several questions on 
the oil majors’ response to the situation. Analysts 
sought clarity on the impact on future earnings 
and the timetable of announced exits from 
Russian ventures. Companies faced questions on 
the status of assets held in Russia and practical 
challenges they are facing as they divest. Some 
analysts questioned if the exits would leave a 
strategic gap in portfolios and how that might 
be replaced. Some analysts queried how majors 
would deploy capital from Russia-related disposals. 
Questions also focused on the operational impacts 
of sanctions on hydrocarbons from Russia, in 
particular the impact on refining operations of the 
supply dislocations.

Refining emerged as one of the top five themes 
for the first time since the third quarter of 2020. 
The two main lines of questioning related to 
refining were margin visibility and capacity. 
Analysts requested guidance on the sustainability 
of the current strength in refining margins. They 
also enquired about the potential to increase 
throughput at refineries to capture margin upside. 
Similarly, companies faced questions about their 
ability to shift refinery yields towards middle 
distillates due to tightness in diesel markets. 
Some analysts raised concerns about the impact 
of higher energy utility input costs on margins 
and asked companies to outline the actions 
being taken to mitigate this headwind. A couple 
of analysts also raised concerns about potential 
demand destruction if fuel prices continue to  
trend higher.
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The volume of questions raised on energy 
transition topics in first quarter earnings calls was 
the lowest for two years, but it still ranked as one 
of the top five themes. Some analysts suggested 
to management that there may be an opportunity 
to utilize exceptional cash flows to accelerate their 
energy transition strategies. Management teams 
said they would consider opportunities that fit with 
their financial framework and strategic direction. 
In common with previous quarters, the analysts 
sought further disclosure on returns from specific 
areas of the low-carbon businesses. Additional 
questions focused on the market environment for 
renewables. The ability to capture current prices 
and the proportion of capacity covered by Power 
Purchasing Agreements were the main lines of 
questioning. Some analysts also asked about 
concerns around inflationary pressures impacting 
renewables project execution – in particular 
offshore wind – which could lead to a scaling back 
of power capacity installation targets.

Gas markets featured as a top five theme for a 
third consecutive quarter. In prepared comments, 
management teams signaled that gas prices are 
likely to remain high and volatile as Europe seeks 
to rebuild inventories and reduce dependence on 

Russian gas. Over half of the questions that were 
posed on gas related topics centered on LNG 
projects, Specifically, companies were asked about 
the economics of LNG projects in the current 
price environment and if any new project sanctions 
are in the pipeline. The other area of interest was 
the contracting approach for new projects and 
whether customers – in particular in Europe –  
are more willing to sign long-term contracts to 
secure supplies.

The oil majors stressed their continued 
commitment to capital discipline in responses 
to questions about their capital spending plans. 
Analysts still pressed them on the possibility of 
incremental capital for projects that contribute to 
short-term supply security. A couple of companies 
indicated that they are intensifying investment in 
more flexible assets to benefit from the current 
price scenario. However, most companies 
intend to maintain investment within previously 
guided ranges. They are wary of fueling project 
cost inflation with the looming threat of a global 
economic slowdown. The oil majors told analysts 
that following years of lower investment there is no 
quick solution to the current supply squeeze. 
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The companies included in this review are BP plc, Chevron Corporation, Eni S.p.A., Equinor ASA, ExxonMobil Corporation, 
Repsol S.A., Shell plc and TotalEnergies SE.


