UOBKayHian

ASIAN GEMS CORPORATE HIGHLIGHTS

Seatrium (STM SP)
Enthusiasm Unabated — Outlook Remains Bright In 2024

Seatrium’s outlook in 2024 remains bright, in our view, as we expect new order wins in
both the oil & gas as well as renewables sectors. In the near term, this could come in
the form of two Brazilian FPSOs while in the medium to longer term, renewables
demand remains well supported. The company’s strategic review remains on track to
be completed by end-23. Maintain BUY. Target price: S$0.19.

WHAT’S NEW

» Positive outlook — Stay invested. Seatrium presented an upbeat outlook on the offshore
marine and renewables industry to nearly 40 institutional investors at the UOB Kay Hian
Asian Gems conference earlier this week. While new rig orders may be 1-2 years away, the
company will continue to focus on a return to profitability, safe and on-time execution of its
current S$19.7b orderbook as well as to fill up the gap in its orderbook pipeline for 2026-29.

Strategic review to be completed by end-23. Management commented that its “ambitious”
strategic review is ongoing and, among other issues, will address: a) extraction of cost and
revenue synergies between the merged companies, b) the inevitable consolidation of its
global network of yards, c) the company’s ideal capital structure going forwards, d) potential
consolidation of its shares (which appears to be a 2024 event in our view), and e) target
orderbook mix between renewables and oil & gas projects. In addition, the strategic review
will also look at what sort of investments the company will need to make in the areas of
digitisation, robotics and artificial intelligence, which will partially address the issue of a
chronic labour shortage that has affected many industries globally.

Update on Brazilian FPSOs. The company has submitted its tender for the P-84 and P-85
FPSOs for Petrobras’ Atapu and Sépia fields respectively and, as is standard procedure,
Seatrium is currently going through the negotiation with Petrobras regarding the price as well
as a technical review. Management appeared somewhat optimistic that the results of the
tender could be known by year end.

Headwinds in the offshore wind sector not a worry. While price growth and rising
interest rates have driven up costs for offshore wind projects, Seatrium’s wind projects are
related to infrastructure that has received Final Investment Decision and thus management
strongly believes that its projects have no cancellation risk.

KEY FINANCIALS

Year to 31 Dec (S$m) 2021 2022 2023F 2024F 2025F
Net turnover 1,862 1,947 4,621 5,353 6,942
EBITDA (1,028) (7) 256 502 839
Operating profit (1,224) (206) (35) 211 501
Net profit (rep./act.) (1,171) (261) (270) 158 353
Net profit (adj.) (1,171) (261) (270) 158 352
EPS (S$ cent) (6.5) (0.8) (0.4) 0.2 0.5
PE (x) n.m. n.m. n.m. 53.9 24.2
P/B (x) 0.5 1.0 1.0 1.0 1.0
EV/EBITDA (x) n.m. n.m. 41.7 213 12.7
Dividend yield (%) 0.0 0.0 0.0 0.0 0.0
Net margin (%) (62.9) (13.4) (5.8) 3.0 5.1
Net debt/(cash) to equity (%) 45.8 26.5 252 19.1 9.1
Interest cover (x) (14.8) (1.5) (0.2) n.a. n.a.
ROE (%) n.a. n.a. n.a. 1.9 4.1
Consensus net profit - - (278) 195 497
UOBKH/Consensus (x) - - 0.97 0.81 0.71

Source: Seatrium, Bloomberg, UOB Kay Hian
n.m. : not meaningful; negative P/E, EV/EBITDA reflected as "n.m."

BUY

(Maintained)

Share Price S$%0.128
Target Price S$%0.190
Upside +48.4%
COMPANY DESCRIPTION

Seatrium is an integrated shipyard offering

one-stop engineering

solutions

for the

offshore oil & gas and renewables industries.
It merged with Keppel Offshore Marine in

1Q23.
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STOCK IMPACT

¢ New rig orders — not so soon. Management commented that while jack-up dayrates have,
in some cases, exceeded US$180,000/day with a large number of rigs having been
reactivated, it does not believe that rig owners will order new assets in the next 1-2 years.
Seatrium attributed this to the health of the drillers which, as a group, has only just regained
a modicum of financial health. Instead, it believes that national oil companies and perhaps
brave speculators will likely be the first to order rigs in the medium to longer term.

Repairs and upgrades segment — remaining bullish. In 1H23, Seatrium successfully
delivered 144 repairs & upgrades projects and on the investor call highlighted that it remains
bullish on this business segment into 2024 given greater volumes of trade flows and cruise
liner activity after COVID-19. In addition, it noted that new decarbonisation rules and
regulations promulgated by the International Maritime Organisation (IMO) will lead to
retrofitting of older vessels, thus opening up a new business segment for the company.

1H23 results season saw positive comments from oilfield services CEOs which bolster
our positive view on the offshore marine sector. SLB stated that the offshore market is being
driven by “resilient long-cycle offshore developments, production capacity expansions, (and)
the return of global exploration and appraisal”. This was echoed by Subsea 7 which stated
that “there is a very long cycle in oil and gas coming, there are a number of good years
ahead of us”. TechnipFMC meanwhile commented that many projects are “in advanced
stages (and) moving towards final investment decision”. Thus far in 2H23, our channel
checks indicate that offshore marine companies remain bullish heading into 2024.

EARNINGS REVISION/RISK
¢ None.
VALUATION/RECOMMENDATION

¢ We maintain our BUY rating on Seatrium with a P/B-based target price of $$0.19. Our
target P/B multiple of 1.5x is 2SD above the company’s five-year average of 1.0x and is
pegged to its 2024 book value of $$0.125. Given the company’s exposure to the offshore
marine upcycle, we strongly believe that Seatrium’s current P/B valuation is inexpensive.
Risks include higher-than-expected provisions for 2023, negative news flow regarding its
CPIB case and volatile oil prices.

¢ Maintain sector view at OVERWEIGHT. We continue to like Seatrium as we believe that
the company will benefit from stronger offshore marine dynamics as well as demand for
offshore vessels and structures related to the renewables industry. In addition, the
normalisation of economic activity should result in a greater volume of shipping activities
thus positively impacting its repairs/upgrades segment. While 40% of Seatrium’s current
orderbook is in the renewable energy space (with the remainder related to oil and gas
projects), its addressable market is arguably much larger when taking into account carbon
capture usage and storage, floating LNG, and ammonia storage and transport which feeds
into the hydrogen energy chain.

SHARE PRICE CATALYST

o New orders for rigs, offshore renewable installations or fabrication works as well as repairs
and upgrade works for cruise ships and other commercial vessels.

NEW ORDER WINS BY YEAR (S$M)
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PROFIT & LOSS
Year to 31 Dec (S$m)
Net turnover

EBITDA

Deprec. & amort.

EBIT

Total other non-operating income

Associate contributions

Net interest income/(expense)
Pre-tax profit

Tax

Minorities

Preferred dividends

Net profit

Net profit (adj.)

CASH FLOW

Year to 31 Dec (S$m)
Operating

Pre-tax profit

Tax

Deprec. & amort.
Associates

Working capital changes
Non-cash items

Other operating cashflows
Investing

Capex (growth)

Capex (maintenance)
Investments

Proceeds from sale of assets
Others

Financing

Dividend payments

Issue of shares

Proceeds from borrowings
Loan repayment
Othersfinterest paid

Net cash inflow (outflow)

Beginning cash & cash equivalent

Changes due to forex impact

Ending cash & cash equivalent

2022
1,947

)
200

1,104
©)
2,001

2023F
4,621
256
291
(35)
80
16
(17

2023F
(474)
(35)
19
201
0
145
(60)
(835)
13

144
286
938

(652)

(175)

2,001

1,916

2024F
5,353
502
291
211

0

16

2024F
418
211
337
291

2025F
6,942
839
337
501

16
11
528
(106)
(71)

353
352

BALANCE SHEET
Year to 31 Dec (S$m)
Fixed assets

Other LT assets
Cash/ST investment
Other current assets
Total assets

ST debt

Other current liabilities
LT debt

Other LT liabilities
Shareholders' equity
Minority interest

Total liabilities & equity

KEY METRICS
Year to 31 Dec (%)
Profitability
EBITDA margin
Pre-tax margin

Net margin

ROA

ROE

Growth
Turnover
EBITDA
Pre-tax profit
Net profit

Net profit (adj.)
EPS

Leverage

Debt to total capital
Debt to equity

Net debt/(cash) to equity
Interest cover (x)

2022
3,860
2,109
2,001
1,042
9,102
1,669
1,765
1,420

460
3,769
19
9,102

2022

(0.3)
(12.3)
(13.4)

n.a.
n.a.

4.6
na.
na.
na.
na.
na.

449
81.9
265
(1.5)

2023F
5,020
6,558
1,916
3,838
17,333
1,197
4,067
2,829
838
8,359
43
17,333

2023F

55
1.0
(5.8)
na.
na.

137.3
n.a.
na.
n.a.
na.
na.

324
48.2
252
02)

2024F
4,844
6,803
1,674
4,277
17,598
1,197
4871
2,100
838
8,517
75
17,598

2024F

9.4
4.4
3.0
0.9
1.9

15.8
95.8
431.9
na.
na.
na.

217
38.7
19.1

na.

2025F
4,622
7,366
1,887
5,216
19,092
1,197
6,543
1,500
838
8,869
146
19,092

2025F

12.1
7.6
51
1.9
4.1

29.7
67.1
122.1
122.7
122.1
122.7

23.0
30.4
9.1
na.



UOBKayHian

Disclosures/Disclaimers

This report is prepared by UOB Kay Hian Private Limited (‘UOBKH”), which is a holder of a capital markets services licence and an
exempt financial adviser in Singapore.

This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an
advice or a recommendation with respect to such securities.

This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the
recommendation, before the person makes a commitment to purchase the investment product.

This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any
registration, licensing or other requirements within such jurisdiction.

The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable.
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKH and its connected persons
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers,
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s)
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an
interest (including a proprietary interest) in the subject corporation(s) referred to in this report.

As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”). All US persons that
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities.

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS"), a registered broker-
dealer in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell
securities or related financial instruments through UOBKH.

UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research
analyst account.



UOBKayHian

Analyst Certification/Regulation AC

Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales,
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation
received by each such research analyst is based upon various factors, including UOBKH'’s total revenues, a portion of which are
generated from UOBKH'’s business of dealing in securities.

Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the
following table.

General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or
located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to
applicable law or regulation.

Hong Kong | This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong
Kong and contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong
Kong in respect of any matters arising from, or in connection with, the analysis or report; and

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the
analyses or reports only to the extent required by law.

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report.
Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia,
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the
registered person under CMSA to distribute any research analyses in Malaysia.

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note:
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore
in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the
contents of the analyses or reports only to the extent required by law.

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated
by the Securities and Exchange Commission of Thailand.

United This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning

Kingdom of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in
the UK is intended only for institutional clients.

United This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable U.S.

States of laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its

America contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in

(‘U.S.) the report should contact UOB Kay Hian (US) Inc. directly.
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