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FALCON ENERGY
S$0.40-FALE SP

 Key points from an analysts’ meeting with
management:

- Falcon’s 2Q to Sept’13 profit surged from
US$1.9mln a year ago to US$38.87mln due to
US$29mln one time gain from the sale of 2 oil
rigs (45% owned) to a Chinese customer while
the improved utilization rate (from 60-70% to
75-80%) from their offshore support vessels
(marine division) saw revenues surging from
US$10.4mln to US$17.8mln;

- the oilfield services division benefitted from
one-off short term contract as well as the
increase in provision of sundry services which
saw revenues surging from US$5.4mln to
US$35.84mln;

- 2Q’13 profit of US$38.87mln helped offset
1Q’s loss of US$4.5mln (due to one-time
provision by its associate company CH
Offshore due to bad debts) and brought 1H
to Sept’13 profit up to US$34.36mln;

- due to the good 1H’13 performance, Falcon
paid a maiden interim dividend of 1/2 cent (goes
ex-div on 13 Dec’13), and including last year’s
final dividend, yield is 2.5%;

- looking ahead, management said that their
major oil and gas customers are asking them
for more offshore support vessels to support
their robust operations and thus will be looking
to increase their vessels from 16 to 19 in 2H
ending Mar’14;

- despite the increased number of vessels,
management expects utilization rates to
improve further from 75-80% in 1H to Sept’13
to >80% in 2H ending Mar’14 due to strong
demand for oil and gas exploration;

- after having sold their 2 oil rigs, Falcon still have
another 4 rigs on order (their share is 25%) from
Keppel Corp and China Shipbuilding Industry
Corp which is expected to be delivered from 2015
onwards;

- their partners include China-based oil importer
Guangdong Zhenrong Energy Co as well as
private investment vehicles owned by Falcon’s
directors;

- the aim is to build up an Asian based oil rig
operator by the time the oil rigs are ready from
2015 onwards;

- meanwhile, the rest of the businesses (oil field
service division and oilfield projects division) are
expected to remain stable backed by steady order
books.

CONCLUSION

1. At 40 cents, Falcon is capitalized at S$328mln and its
normalized PE (excluding one-time provision from
CH Offshore and one-time gain from sale of two
45% owned oil rigs) is about 10x.  This is similar to
recently listed Pacific Radiance.  However, if
management’s longer-term goal of transforming into
an oil rig operator comes to fruition, it could be re-
rated higher.  As this is the first time we are
commenting on the company, we believe it is worth
keeping the company on our radar based on their
recovering marine division as well as plans to
transform into an oil rig operator based on Asia.  We
also note that the company had bought back 3.428mln
shares in the past 2 months from mid 30 cents to
low 40 cents levels.
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RESEARCH DISCLAIMER

This report is intended for clients of Lim & Tan Securities Pte Ltd [herein after termed as “LTS”] only and
no part of this document may be -

(i)  copied, photocopied, duplicated, stored or reproduced in any form by any means or

(ii) re-distributed or disseminated, directly or indirectly, to any other person in whole or in part, for
any purpose without the prior consent of LTS.

This research report is prepared for general circulation. It does not have regard to the specific investment
objectives, financial situation and particular needs of any specific recipient of this research report. You
should independently evaluate particular investments and consult your independent financial adviser before
making any investments or entering into any transaction in relation to any securities or investment
instruments mentioned in this report.

The information, tools and material presented herein this report are not directed at, or intended for
distribution to or use by, any person or entity who is a citizen or resident of or located in any jurisdiction
where such distribution, publication, availability or use would be contrary to applicable law or regulation
or which would subject LTS to any registration or licensing requirement within such jurisdiction.

The information and opinions presented in this research report have been obtained or derived from
sources believed by LTS to be reliable. Their accuracy, completeness or correctness is, however, not
guaranteed. Opinions and views expressed in this report are subject to change without notice, and no
part of this publication is to be construed as an offer, or solicitation of an offer to buy or sell securities,
futures, options or other financial instruments or to provide investment advice or services. Therefore,
LTS accepts no liability for loss arising from the use of the material presented in this report where
permitted by law and/or regulation. LTS may have issued other reports that are inconsistent with the
assumptions, views and analytical methods of the analysts who prepared them.

LTS, its directors, its connected persons and employees may, from time to time, own or have positions in
any of the securities mentioned or referred to in this report or any securities related thereto and may
from time to time add to or dispose of or may be materially interested in any such securities.  LTS’s
research director or analyst is primarily responsible for the content of this report, in part or in whole,
and certifies that the views about the companies expressed in this report accurately reflect his personal
views.  LTS prohibits the research director or analyst who prepares this report from receiving any
compensation (excluding salary and bonuses) or other incentives and benefits receivable in respect of this
report or for providing specific recommendation for, or in view of a particular company or companies
mentioned in this report.

LTS-SPECIFIC / REGULATORY DISCLOSURE

1. LTS does not have a proprietary position in the company / companies as recommended in this
report as at the close of 15/11/13.

2. The research analyst does not hold *interest in the company / companies as recommended in this
report as at the close of 15/11/13.

* Includes direct or indirect ownership of securities or Futures Contracts (excluding the amount of securities or Futures
Contracts owned), directorships or trustee positions.


