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» Recent acquisitions strengthen OMV's business profile. OMV AG (A3 stable) has
added sizeable and low-cost upstream production and reserves while at the same time
lowering its exposure to mature, higher-cost assets in Austria and Romania, thereby
removing what had been a key credit constraint. The stronger business profile and more
certainty about the cost to fix OMV's upstream weakness was a key reason for the recent
rating upgrade to A3.
» Recent acquisitions accelerate the transformation of OMV's upstream operations
towards a larger and lower cost business. Adding low-cost production will help OMV
to better withstand periods of lower oil prices. In particular, the two Russian assets (one
transaction has not yet been finalized) will significantly increase OMV's reserves and
enable the company to achieve its goal to double reserves. The acquired assets also
support OMV’s target to grow production strongly over the next few years from 311 kboe/
d in 2016 to 500 kboe/d in 2020.
» Financial profile will remain strong. OMV's credit metrics were robust prior to the
acquisitions, aided by its strong operating performance versus integrated peers and the
disposals of some high production cost assets and non-core businesses that helped
fund the acquisitions. Although we expect that the company will continue to invest in a
growing upstream production base over the next few years, we think that rising EBITDA
and operating cash flow generation will largely offset higher, acquisition-driven net debt,
thereby keeping Moody's-adjusted net debt/EBITDA at around the current level of 1.0x.
OMV's has a conservative financial policy which helped mitigating the impact from falling
oil prices in 2015. The company did not only lower its dividend but also issued hybrid
bonds which protected its financial profile.
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Recent acquisitions strengthen OMV's business profile, reduce reliance on Austria and Romania
The recent acquisitions OMV has made significantly strengthen its business profile because they add sizeable and low-cost upstream
production and reserves to the company while at the same time lower its exposure to mature assets in Austria and Romania. The
reduced reliance on assets in these two countries and more certainty about the investment levels required to add production and reserves
elsewhere are key reasons behind our recent decision to upgrade OMV's issuer rating to A3 from Baa1 and its baseline credit assessment
(BCA) - which measures a company's fundamental credit strength, excluding any extraordinary government support - to baa1 from baa2.1
While OMV operates in 15 countries, Romania and Austria have accounted for around two-thirds of the company's proved reserves and
upstream production. We estimate that production from Romania and Austria will account for around one-third of OMV's production
by 2020. These assets are mature and gradually depleting with reserve replacement ratios of well under 100% over the last few years,
as shown in Exhibit 1.
Exhibit 1

OMV's reserve replacement ratios for Austria and Romania were well below 100% over the last three years
(1 year reserve replacement for Austria and Romania, 2015-2017 [1][2])
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[1] Romania region also included Black Sea
[2] To convert natural gas from standard cubic feet (scf) to barrels of oil equivalent (boe), we used the following conversion rate: 1 boe = 6,000 scf
Source: company reports

At the same time, OMV's average daily production rate in Austria and Romania fell to 187 kboe/d in 2017 from 201 kboe/d in 2015
as shown in Exhibit 2. In addition, these assets also have high production costs, which resulted in OMV's upstreams operations
barely breaking even in 2015 and 2016 when oil prices were low. All integrated oil and gas companies suffered from falling upstream
profitability during that time but the upstream operations of some lower cost producers such as Total S.A. (Aa3 positive) remained
solidly profitable.

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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Exhibit 2

Production volumes in Austria and Romania have been declining over the past three years
(Average daily production in Austria and Romania, 2015-2017 [1][2]
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[1] Romania region also included Black Sea
[2] To convert gas from standard cubic feet (scf) to barrels of oil equivalent (boe), Moody's used the following conversion rate: 1 boe = 6,000 scf
Source: company reports

We downgraded OMV's senior unsecured rating to Baa1 from A3 in March 2016 as we were concerned about the company having to
invest potentially material financial resources to replace depleting reserves while at the same time not generating sufficient cash flows
to fund such investments under a low oil price scenario.

Recent acquisitions accelerate the transformation of OMV's upstream operations towards a larger and
lower-cost business
Following the steep drop in oil prices in 2014, OMV shifted its focus toward value growth, rather than the pure growth of production
volumes, and retailoured its assets to make its portfolio more sustainable amid volatile oil prices. As part of this strategy, OMV sold assets
with high production costs in the UK, divested mature fields in Romania, and exited projects in Tunisia and Madagascar, while identifying
low-cost long-life reservoirs in Russia and the Middle East as the major areas of focus for reinvestment and growth.
The asset shift alongside a comprehensive cost cutting programme reduced OMV’s operating costs to $8.8/boe in 2017 from $16.6/boe
in 2014. OMV now aims to grow reported production to 500,000 boe/d by 2020 and to 600,000 boe/d by 2025, up from 348,000
boe/d in 2017. As Exhibit 3 shows, the company's recent acquisitions will help it meet its target for 2020 while reducing its reliance on
Austria and Romania.
Exhibit 3

Recent acquisitions will boost production and improve geographic diversification
(Average daily reported production split by region, 2014-2020e [1])
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[1] 2020e production split represents Moody's forward view based on OMV's 2025 strategy.
Sources: company reports, Moody's Financial Metrics
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Having identified Russia as one of the areas for growth, OMV in December 2017 completed the acquisition of a 24.99% minority stakes in
Gazprom PJSC's (Baa3 positive) YuzhnoRusskoye gas field for €1.7 billion. The transaction adds about 100 kboed in equity gas production
from 2018, an increase of around 30% on its 348 kboe/d production in 2017. OMV expects this acquisition will add about $160 million
in dividend income from 2018.
In March 2018, OMV announced a $578 million acquisition of Royal Dutch Shell Plc's (Aa2 Stable) upstream assets in New Zealand. The
assets include a 48% equity interest in Pohokura field, the largest gas producing field in New Zealand, as well as an 83.75% interest in
the Maui gas field and the related infrastructure of both fields. Prior the transaction, OMV already owned a 26% interest in Pohokura and
a 10% interest in Maui. OMV will assume operatorship in both joint ventures. Concurrently, OMV also acquired Shell’s 60.98 % interest
in the Great South Basin exploration block (GSB). The transfer of GSB was immediately effective and increased OMV’s stake in GSB to
82.93%. Adding interests in the Pohokura and Maui assets will also boost OMV's New Zealand production to around 50 kboe/d from
around 17 kboe/d at the end of 2017 and marks an important step to further develop Australasia into a core region for OMV. Moreover,
these acquired assets will add up to 100 million boe of recoverable reserves to OMV's 1.1 billion 1P reserves at the end of 2017.
In April 2018, OMV and the Abu Dhabi National Oil Company (ADNOC) signed an agreement for the award of a 20% stake in the offshore
concession Abu Dhabi – SARB (with the satellite fields Bin Nasher and Al Bateel) and Umm Lulu as well as the associated infrastructure.
The agreed participation fee amounts to $1.5 billion and the duration of the contract is 40 years. The concession will be retroactively
effective as of March 9, 2018. For SARB first oil is expected before the end of 2018 and oil production started already in 2016 at the Umm
Lulu field. OMV's plateau production share for both fields together is estimated to be above 40 kbbl/d. OMV’s share of the reserves, for
the period of the concession agreement, would amount to about 450 million barrels of oil for the two main fields, with upside potentials
from the satellite fields Bin Nasher and Al Bateel. OMV’s capital expenditures over the contract term are estimated to amount to about
$2 billion with around $150 million to be spent each year during the first five years.
In addition, OMV is working to conclude a second deal with Gazprom to swap its 38.5% stake in OMV Norge for a minority 24.98%
stake in Gazprom's Achimov gas field. The parties aim to sign a final agreement in 2018. This field is expected to start production at
the end of 2019 and will require OMV to invest around €0.9 billion, adding around $0.4 billion or 25% to its annual capital spending
in 2018 and 2019. OMV is likely to receive significant dividends from this equity investment from 2020 onwards. OMV estimates that
the two transactions in Russia will add about 1 million boe in pro-rata reserves, doubling OMV's proved reserve base over the medium
term. The acquisitions will add to the availability of equity gas and should complement OMV's effort to boost its gas distribution
position in North-West Europe, reinforced by its commitment to provide financing to Gazprom's Nord Stream 2 pipeline. While we
view OMV's acquisition of these Russian as overall positive also because they will increase the company's exposure to natural gas, they
are exposing OMV to higher geopolitical risk. However, we believe that the company would not further increase its exposure to Russia
and that acquisitions elsewhere over the next few years will ensure that OMV is not overly exposed to such risks.

Financial profile will remain strong
The recent rating upgrade also reflects that the acquisitions will not materially weaken OMV's financial profile. The company had strong
credit metrics prior to the acquisitions, partially owing to disposal of high cost upstream assets and non-core operations in 2016 and 2017
which generated a total of €2.2 billion cash proceeds. In addition, OMV’s operating results outperformed most of its integrated peers
during the time of low oil prices in 2015 and 2016 driven by its large and less cyclical downstream operations.
Despite the sizeable acquisitions and our expectation that the company will continue to invest in a growing upstream production base
over the next few years, we expect that OMV’s financial profile will remain strong. Based on an oil price of $55/bbl, we expect Moody’sadjusted EBITDA to continue to rise to around €5.5 billion and the company to generate free cash flow of more than €1 billion annually
in 2018 and 2019. We expect that rising EBITDA and operating cash flow generation will largely offset higher, acquisition-driven net debt,
thereby keeping the adjusted net debt/EBITDA ratio at around the current level of 1.0x. The retained cash flow (RCF)/net adjusted debt
coverage will only fall slightly to around 60% over the next 12 to 18 months compared to 73% in 2017. OMV's conservative financial
policy as indicated by its frame work of targeting positive free cash flow after dividends and a long term gearing ratio of under 30%
underpin the A3 rating.
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Exhibit 4

Debt-protection metrics will weaken, but only slightly
(RCF/net debt, 2013-2019e [1][2])
80%
70%
60%
50%

40%
30%
20%

10%
0%
2013

2014

2015

2016

2017

2018e

2019e

[1] All ratios are based on 'adjusted' financial data and incorporate Moody's Global Standard Adjustments for Non-Financial Corporations.
[2] This represents Moody's forward view; not the view of the issuer; and unless noted in the text, does not incorporate significant acquisitions and divestitures.
Source: Moody’s Financial Metrics
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Endnotes
1 “Moody's upgrades OMV's senior unsecured rating to A3; stable outlook,” 21 May 2018.
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