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BP Capital Markets plc 
Disclaimer 

This bond or financial product has not been reviewed or recommended by FIIG 
research nor should this document be considered as credit research. This Factsheet is 
only a summary document, designed to assist Investors identify the key elements of 
the company bond or financial product referred to in this document and should be 
read in conjunction with the other offering documentation available in relation to the 
financial products. This Factsheet is not complete information concerning any 
financial product and should not be relied on as such.  

Issuer Outline 

BP Capital Markets plc (BP Capital), is the finance entity which is responsible for 
issuing debt securities and commercial paper for the BP group companies in the 
United Kingdom. 

BP plc (BP, Company) is one of the five largest global integrated oil and gas 
companies, with market capitalisation of GBP70bn as at 21 March 2022. The majority 
of BP's profits stem from its extensive global exploration and production with 2021 
production at 3.3 million boepd. 

The Company’s key upstream operations are in the U.S. (30% of total crude and 
natural gas production), Trinidad and Tobago (14% due to large natural gas reserves), 
and Africa (Egypt and Angola, 12% combined). BP's downstream activities comprise 
refining, marketing, and oil and gas trading activities. Its refineries are mostly in the 
U.S., Germany, and the Netherlands, while petrochemical capacity comes from China, 
Germany, Belgium, and the U.S. 
 

30 May 2022 

Sector: Resources 
Sub-sector: Oil & Gas 
Country: U.K 
Ownership: Public 

 

 
 

Key Financials (USDbn) 

LTM (31 Dec) 2021 

Revenue 156.8 

EBITDA 23.8 

Net Interest Expense 1.6 

Total Assets 287.3 

Cash 30.7 

Debt 69.8 

Net Debt/EBITDA 1.5x 

EBITDA/Interest Exp. 14.2x 

Source: FIIG Securities, S&P Capital 
 

Summary Bond Details 

ISIN Issue  
Amount 

Ranking Coupon Coupon 
Frequency 

First Call Maturity Date 

US05565QDU94 USD2.5bn Subordinated 4.375%1 Semi-Annual 22 June 2025 @ 100 Perpetual 
US05565QDV77 USD2.5bn Subordinated 4.875%2 Semi-Annual 22 March 2030 @ 100 Perpetual 
XS2193663619 GBP1.25bn Subordinated 4.25%3 Annual 22 June 2027 @ 100 Perpetual 
1 Until 22 September 2025 (Reset Date), thereafter the coupon rate resets every five years to the applicable semi-annual five year US treasury rate plus the following margins: 
4.036% to 22 September 2030, then 4.286% to 22 September 2045, and 5.036% thereafter. 
2 Until 22 June 2030 (Reset Date), thereafter the coupon rate resets every five years to the applicable semi-annual five year US treasury rate plus the following margins: 4.398% 
from 22 June 2030 to 22 June 2050, and 5.148% thereafter. 
3 Until 22 June 2027 (Reset Date), thereafter the coupon rate resets every five years to the applicable annual five year GBP treasury rate plus the following margins: 4.17% to 22 
June 2032, then 4.42% to 22 June 2047, and 5.17% thereafter 



BP Capital Markets plc 

The contents of this document are copyright. Other than under the Copyright Act 1968 (Cth), no part of it may be reproduced, distributed or provided to  
a third party without FIIG’s prior written permission other than to the recipient’s accountants, tax advisors and lawyers for the purpose of the recipient 
obtaining advice prior to making any investment decision. FIIG asserts all of its intellectual property rights in relation to this document and reserves its  
rights to prosecute for breaches of those rights. 

fiig.com.au 1800 01 01 81 
© 2022 FIIG Securities Limited   |   ABN 68 085 661 632   |   AFS Licence No. 224659   |   BP Capital Markets plc Page 2 

Strengths 

• Competitive position: BP is one of the world’s largest global integrated oil and gas companies with market capitalisation of 
USD90bn as at 21 March 2022. BP has large, diversified exploration and production operations and accounts for ~3% of 
global oil production. The Company is also significantly integrated into downstream operations and invests in renewable 
energy. 

• Geographic diversity of operations: While BP’s primary upstream operations are in the U.S., Trinidad and Tobago and 
Azerbaijan, BP’s assets are dispersed over a wide geographic area which covers all large oil basins. BP's downstream 
activities comprise refining, marketing, and oil and gas trading activities. The Company’s refineries are largely located in the 
U.S., Germany, and the Netherlands, while BP’s petrochemical capacity comes from China, Germany, Belgium, and the U.S. 
S&P commented that BP’s direct exposure to emerging markets is lower than that of most of its European peers (with the 
exception of Royal Dutch Shell). 

Figure: 1 – Production by Country (year ended 31 December 2020) 

 
Source: S&P Capital 

• Downstream operations: BP has sizable downstream operations that supplement upstream cash flow, especially when the 
cycle turns. The Company’s downstream operations contribute meaningfully to BP’s results, in large due to the complex 
nature of BP’s refineries which result in above average profitability in this segment. This, in conjunction with the Company’s 
developing petrochemical, lubricant and retail businesses, add cash flow stability in periods of low oil prices. 

• Investment in renewables: For a number of years, BP has been investing in a number of new energy businesses, such as 
solar, wind, biofuels, and retail energy. While the contribution of these businesses to the Company’s consolidated results 
remains limited, this will likely mean BP is better prepared for the energy transition, which is the main strategic challenge for 
the oil and gas sector over the next 10-20 years. S&P commented that BP is one of the industry leaders in energy transition, 
and has aims to become a net-zero emissions company by 2050 or earlier. This implies a reduction of emissions from the 
current level, of circa 415 million tonnes of carbon dioxide equivalent a year, to net zero. 

• Credit metrics improving: In its recent analysis, S&P noted that BP's credit metrics will continue to gradually improve 
despite lingering pressures from the pandemic. S&P expects FFO to debt above 35% on average, which is a significant 
improvement from 2020 when this ratio was materially below the threshold of 30%. BP's management of operating costs 
had historically been weaker than peers', translating into lower profit per barrel and consequently a lower return on capital. 
However, BP has made significant progress in this area, which should support improved profitability. 
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BP’s financial policy provides visibility about uses of cash and balance sheet resilience. During the first nine months of 
2021, BP demonstrated adherence to this framework by strengthening the balance sheet. It reduced reported net debt to 
USD32bn, down USD7bn from the previous year. The interim USD35bn net debt target was reached and retired in early 
2021. This, together with further use of free cash for debt reduction, should support credit metrics over the next couple of 
years, even as and when oil prices weaken. 

Under its financial policy, about 40% of surplus cash flow (as defined by BP) is directed to net debt reduction. Importantly, 
the dividend has been reset at a lower level and protecting the ratings has priority over share repurchases. 

• Limited cashflow impact from Russian exit: In late February 2022, BP announced its intention to exit its material (19.75%) 
stake in Russian-controlled Rosneft Oil Co. PJSC due to the invasion of Ukraine. BP's withdrawal from Russia is a decisive 
shift in the group's assets, as well as in its exposure to country risk, which is reduced. 

Less favourably, there is no clarity yet regarding how much BP will receive for its stake, although the exit has been 
announced. Given BP's exit decision and the sanctions imposed on Russia, the value and options available have been 
reduced. Further, the resulting noncash charges will reduce earnings by up to USD25bn and equity by up to USD14bn. 
Despite the size of the impairment charge, this is more than compensated by the currently very strong oil price (in excess of 
USD100) which will boost BP’s operating cash flows by a larger amount than the foregone dividend it would have normally 
received from Rosneft. 

Risks 

• Exposure to volatile oil and gas industry: Oil, gas, and product prices are subject to international supply and demand 
and margins can be volatile. Political developments, increased supply from new oil and gas, or alternative low carbon 
energy sources, technological change, global economic conditions, public health situations, and the influence of OPEC+, 
can impact supply and demand and therefore prices for BP’s products. Decreases in oil, gas or product prices could have 
an adverse effect on revenue, margins, profitability and cash flows. 

• Operating cost position: Historically, BP's management of operating costs has been weaker than its peers', which has 
translated into lower profit per barrel, and consequently a lower return on capital. However, in recent years, BP has 
focussed on cost reduction. S&P commented that the Company has made significant progress in this area, which should 
support improved profitability. BP's cash flow breakeven is currently below USD50/bbl, and we note the guidance of 
USD40/bbl Brent, USD3 Henry Hub and a refining indicator of USD11/bbl over 2022-2025. We believe this should be 
achievable, based on the quality of BP's upstream portfolio, and the ongoing group restructuring. 

• Requirement to replenish reserves: BP is required to constantly renew its reserve base in order to ensure future prospects 
for the Company. Competition for access to investment opportunities, heightened political and economic risks in certain 
countries where significant hydrocarbon basins are located, unsuccessful exploration activity and increasing technical 
challenges and capital commitments may adversely affect the Company’s reserve replacement strategy. 

• Environmental, Social and Governance (ESG) concerns: Laws, regulations, policies, obligations, social attitudes and 
customer preferences relating to climate change and the transition to a lower carbon economy could have an adverse 
impact on BP’s business (including increased costs from compliance, litigation, and regulatory or litigation outcomes), and 
could lead to constraints on production and supply and access to new reserves and a decline in demand for certain 
products. Technological improvements or innovations that support the transition to a lower carbon economy, and 
customer preferences or regulatory incentives that alter fuel or power choices, could impact demand for oil and gas. 
Depending on the nature and speed of any such changes, this could adversely affect the demand for BP’s products, 
investor sentiment, the Company’s ability to access to capital markets, its competitiveness and financial performance. 

BP aims to become a net-zero-emissions company by 2050 or earlier. This implies a reduction of emissions from the 
current level, of about 415 million tonnes of carbon dioxide equivalent a year, to net zero. We expect that BP's higher 
exposure to natural gas production, investments in renewable operations, and more active management approach will 
help the company to achieve this target. 
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Risks relevant to the Subordinated notes 

• Subordinated position of the notes: The notes are subordinated in all respects to BP Capital’s and BP’s senior debt. 
There is no restriction on the amount of securities, guarantees or other liabilities which BP Capital and BP may issue or 
incur and which rank senior to or equally with the notes. This means that, in the unlikely event that BP were to default, the 
recovery on the Notes would likely be minimal. 

• Resetting interest rate: The interest rate on the notes for each relevant reset period will equal the Five-Year Treasury Rate 
in plus the relevant reset margin. Therefore, the interest rate after the relevant first reset rate could be less than the fixed 
rate for the initial period and any interest payable after the relevant first reset date and each subsequent reset date may be 
less than a prior fixed rate. 

• Perpetual maturity: The notes are perpetual securities, meaning that BP does not have any obligation to repay the capital 
at a future date. As a consequence, holders wishing to recover their capital would need to sell their notes on market, at a 
price which may be lower than the face value of the notes. 

• Rating risk: The notes have been issued in part to support BP’s corporate rating. This is because the terms of the notes 
(subordination, interest deferral, perpetual) results in the rating agencies treating 50% of the notes as equity for the 
purpose of their financial analysis. Further, based on S&P’s current rating methodology, the notes would be treated as 
100% debt from their first call date. This current rating construct means that BP would have a significant incentive to 
redeem the notes at the first possible option. However, should rating agencies change their methodology and provide 
rating support for a longer period of time, this would remove this incentive to call and would likely result in a (potentially 
significant) drop in the price of the notes. 
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Certain statements contained in the information may be statements of future expectations and other forward-looking statements. These statements 
involve subjective judgement and analysis and may be based on third party sources and are subject to significant known and unknown uncertainties, risks 
and contingencies outside the control of the company which may cause actual results to vary materially from those expressed or implied by these forward 
looking statements. Forward-looking statements contained in the information regarding past trends or activities should not be taken as a representation 
that such trends or activities will continue in the future. You should not place undue reliance on forward-looking statements, which speak only as of the 
date of this report. Opinions expressed are present opinions only and are subject to change without further notice.  

No representation or warranty is given as to the accuracy or completeness of the information contained herein. There is no obligation to update, modify or 
amend the information or to otherwise notify the recipient if information, opinion, projection, forward-looking statement, forecast or estimate set forth 
herein, changes or subsequently becomes inaccurate.  

FIIG shall not have any liability, contingent or otherwise, to any user of the information or to third parties, or any responsibility whatsoever, for the 
correctness, quality, accuracy, timeliness, pricing, reliability, performance or completeness of the information. In no event will FIIG be liable for any special, 
indirect, incidental or consequential damages which may be incurred or experienced on account of the user using information even if it has been advised of 
the possibility of such damages.  

FIIG provides general financial product advice only. As a result, this document, and any information or advice, has been provided by FIIG without taking 
account of your objectives, financial situation and needs. Because of this, you should, before acting on any advice from FIIG, consider the appropriateness 
of the advice, having regard to your objectives, financial situation and needs. If this document, or any advice, relates to the acquisition, or possible 
acquisition, of a particular financial product, you should obtain a product disclosure statement relating to the product and consider the statement before 
making any decision about whether to acquire the product. Neither FIIG, nor any of its directors, authorised representatives, employees, or agents, makes 
any representation or warranty as to the reliability, accuracy, or completeness, of this document or any advice. Nor do they accept any liability or 
responsibility arising in any way (including negligence) for errors in, or omissions from, this document or advice. Any reference to credit ratings of 
companies, entities or financial products must only be relied upon by a ‘wholesale client’ as that term is defined in section 761G of the Corporations Act 
2001 (Cth). FIIG strongly recommends that you seek independent accounting, financial, taxation, and legal advice, tailored to your specific objectives, 
financial situation or needs, prior to making any investment decision. FIIG does not make a market in the securities or products that may be referred to in 
this document. A copy of FIIG’s current Financial Services Guide is available at www.fiig.com.au/fsg.  

An investment in notes or corporate bonds should not be compared to a bank deposit. Notes and corporate bonds have a greater risk of loss of some or all 
of an investor’s capital when compared to bank deposits. Past performance of any product described on any communication from FIIG is not a reliable 
indication of future performance. Forecasts contained in this document are predictive in character and based on assumptions such as a 2.5% p.a. assumed 
rate of inflation (unless otherwise stated), foreign exchange rates or forward interest rate curves generally available at the time and no reliance should be 
placed on the accuracy of any forecast information. The actual results may differ substantially from the forecasts and are subject to change without further 
notice. The information in this document is strictly confidential. If you are not the intended recipient of the information contained in this document, you may 
not disclose or use the information in any way. No liability is accepted for any unauthorised use of the information. 
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