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Deep Dive Into 2025 Guidance

Quick Take: FTI has provided strong guidance at analyst day for 2025 implying 

$1.2B EBITDA vs. Street’s $1.1B est. We have analyzed historical floater/tree 

trends (since 2012), legacy and pro forma FTI and Technip financials to provide 

arguments for and against FTI’s guidance, our take and datapoints needed to get 

more comfortable with 2025 targets. FCF is more important for stock than orders, 

in our view. We had hoped to hear structural changes for higher FCF conversion.

iEPCI & Capital Efficient Strategy

FTI’s market share was 36% in 2013-16, prior to introduction of iEPCI, vs. 42% for 

2017-2020, which supports FTI’s success in its iEPCI business model, in our 

opinion. We applaud FTI’s capital efficient strategy of teaming up with Allseas and 

Saipem to gain access to S-lay and J-lay vessels. We wonder if FTI is vessel 

agnostic, what are the disadvantages of divesting vessels and reducing capex? 

Energy Transition

FTI pegged TAM at $80B for its energy transition opportunities. The company is 

focusing on carbon transportation and storage opportunities as well as offshore and 

hydrogen storage. FTI expects energy transition orders of ~$1B by 2025. We look 

for more details on revenue per projects and orders pipeline.

FTI’s 2025 Guidance

FTI’s subsea guidance, our forecast of Surface revenues reaching $1.7B in 2025 

and FTI’s 30% incremental EBITDA margins guidance, and $105M corporate 

expense implies $1.2 EBITDA for 2025 vs. Street’s $1.1B est. and our ~$885M est.

▪ Subsea orders of $8B (including $1B new energy) seems optimistic, though 

plausible assuming historical FTI market share and subsea orders per tree.

▪ We are skeptical of ~35% subsea services revenue growth through 2025 given 

lack of historical track record and details around strategic initiatives undertaken.

▪ We think ~15% subsea EBITDA margins target are toward the high-end, but look 

for consistency in  25% incremental margins to gain more comfort.

▪ We model ~60% vs. 40-50% FCF conversion target for 2025. But, our confidence 

is extremely low as working capital forecast for FTI is extremely tricky. 

Steps For Closing The Value Gap

We maintain FTI at Sector Perform despite our DCF based PT at $13. Street PT is 

~$10.75 implying ~70% upside. FCF is more important for FTI stock than orders 

growth, in our view. We look for structural changes to increase FCF conversion and 

consistency. Even if FTI’s 40-50% EBITDA/FCF conversion target is met for 2025, 

it would still be lower than 60%+ for peers. EBITDA margins for the business too 

are lower vs. peers, even if one were to assume ~15% subsea margins. Lower 

EBITDA margins and EBITDA/FCF conversion ultimately drives lower Sales/FCF 

conversion vs. peers. This could continue to weigh on shares given investors trade 

OFS as a group of similar companies now vs. prior differentiation of land drillers, 

services, equipment companies, etc. Additionally, we also think it would help 

reduce stock volatility, if FTI manages quarterly earnings expectations actively, in 

addition to annual guidance.
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iEPCI & Capital Efficient Strategy

FTI highlighted its iEPCI model success at analyst day. As per FTI, the cumulative industry integrated spend has 

increased from ~$1B in 2016 to ~$15B in 2021 and clients have increased from under 5 to over 25. FTI accounts for 

70% of all iEPCI projects and 50% of total award value since 2016. Over 60% of FTI’s iEPCI awards have been directly 

awarded to the company. FTI’s average market share was 36% in four-year period prior to introduction of iEPCI, 

i.e.,2013-16 vs. 42% for 2017-2020, which supports FTI’s success, in our opinion.

The company also highlighted its capital efficient strategy of teaming up with Allseas and Saipem to gain access to S-

lay and J-lay vessels. We applaud it vs. building more vessels. However, we wonder if FTI is vessel agnostic then 

would it make sense to divest vessels entirely? Given the vessel market is tight, it could be good timing too.

Industry-wide Subsea Integrated Projects

Source: FTI

Energy Transition

FTI pegged TAM at $80B for its energy transition opportunities. The company is focusing on carbon transportation and 

storage opportunities as well as offshore and hydrogen storage. FTI expects energy transition orders to approach ~$1B 

through 2025. We seek clarity on revenue opportunity per project and number of projects in pipeline to get comfortable 

with guidance.

FTI Potential Inbound Orders Scenario

Source: FTI
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FTI 2025 Guidance 

FTI’s subsea guidance, our forecast of Surface revenues reaching $1.7B in 2025 assuming FTI’s 30% incremental 

EBITDA margins guidance and $105M corporate expense implies $1.2 EBITDA for 2025 vs. Street’s $1.1B est. 

▪ Subsea orders of $8B including subsea services and $1B from New Energy Ventures

▪ Subsea revenue of $7B

▪ Subsea services of $1.1B in 2021 and up 35% by 2025

▪ Subsea EBITDA margin of 15%

▪ Surface Technologies incremental EBITDA margins of 30%

▪ Free cash flow conversion in a range of 40 – 50% by 2025:

– Corporate expense of $100 – 110 million

– Income tax expense of 30%

– Net interest expense lower

– Capital expenditures of 3.5% – 4.5% of revenue

▪ Capital structure 

– Target of gross debt balance of $1.3B

– Maintain minimum cash and cash equivalents of $800M

– Plan to initiate a quarterly dividend in 2H23

Critical Assumptions Behind FTI’s 2025 Guidance

We are surprised by companies presenting longer term forecast. First it was HAL and now FTI. In our opinion, investors 

would be skeptical given a lack of clarity around longer-term forecast in a sunset industry and the past track record 

when OFS companies have guided longer term. We are in an OFS upcycle, but still oil demand could reach peak and 

begin to decline this decade given environmental concerns. Hence, we are uncomfortable with longer term projections.

Within that context, we have provided arguments for and against, our take and datapoints needed to get more 

comfortable with 2025 targets. We think FTI’s subsea guidance is premised on the company hitting $8B orders by 

2025, which includes $1B of New Energy Ventures and $1.5B subsea services. About $8B of orders are needed to 

achieve $7B of revenues which in turn is needed to achieve 15% EBITDA margins and 40-50% EBITDA to FCF 

conversion. 

Essentially, subsea revenues $7B likely will be comprised of three components: 

1) Backlog conversion: Assuming 55% annual revenue conversion, in-line with historical norm (see Historical Legacy 

& Pro Forma Subsea Financials on Page 8), from $8B of orders implies $4.4B revenues

2) Book and turn of $700-800M, in-line with historical norm (see Page 8).

3) Services revenues of $1.5B

Subsea Orders of $7B By 2025 Could Be Realistic

▪ Arguments For: Subsea orders of $7B sounds high, however they are in-line assuming (1) growing offshore floater 

count, (2) average case of trees order growth (average of Quest forecast and tree/floater ratio), (3) historical FTI 

market share and (4) subsea orders per tree. 

– We have shown contracted floaters, industry subsea trees orders and FTI subsea trees awards since 2012. We 

have also shown three cases for subsea trees forecast (1) based on Quest, (2) based on floater/tree ratio and (3) 

average of first two cases. To keep it simple, we have assumed 15/10/10/5% contracted floater growth in 

2022/23/24/25. In Case, 1 we have assumed Quest forecast for industry tree awards and assumed 42% market 

share for FTI, in-line with history. It implies about ~115 trees for FTI by 2025. 



4

EQUITY RESEARCH
November 22, 2021

– In Case II,  we have assumed tree/floater ratio of 1.6x average for past five years ex-2.6x for 2018. It implies about 

~135 trees for FTI by 2025 assuming 42% market share for FTI. 

– In Case III, we simply take average of first two cases implying 123 trees for FTI by 2025. Subsea orders of $7B in 

2025 and 123 trees for FTI implies $57M orders/tree which is consistent with recent history.

▪ Arguments Against: (1) FTI subsea orders were $8B in 2019, but company’s subsea tree order market share had 

increased to 52% vs. ~40% average. (2) Contracted floater count of ~200 is only ~25% below ~265 in 2013. Since 

then, efficiencies alone have increased by 20-25%. Hence, ~200 floater count and ~125 tree awards for FTI could be 

peak.

▪ Our Take: FTI’s $7B subsea orders is plausible, however, seems optimistic. We model orders peaking at ~$6B in 

2022 and then stabilizing about ~$5.5B. A consistent increase in market share vs. average 42% or more revenue 

scope per tree could help us get more comfortable with ~$7B subsea orders expectations by 2025.

FTI Subsea Orders vs. Trees

Services Revenues Increase Of ~35% By 2025

▪ Arguments For: (1) FTI is undertaking strategic initiatives to grow the business. (2) Increasing installed base should 

drive growth.

▪ Arguments Against: FTI’s track record on services revenues growth has not been solid. The company had earlier 

guided to a double digit per year increase from ~$1B revenues. Unfortunately, the macro has worked against those 

targets. 

▪ Our Take: We are in an upcycle so we can see subsea services revenues increase. But, we are skeptical of ~35% 

growth through 2025 given lack of historical track record. We look for more details around strategic initiatives – do 

they include more subsea stacks which imply more capex or is it driven purely by installed base?

Subsea EBITDA Margins of 15% By 2025

▪ Arguments For: FTI guided to ~450bps increase between 2021-25 driven by ~125bps each from increased 

productivity, backlog margin, and higher output and rest from higher subsea services mix. The company has taken out 

$350M cost including $100M from Surface which could imply higher incremental EBITDA margins this cycle.

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

Contracted Floaters 254 265 262 210 144 123 121 151 129 137 158 173 191 200

Growth (%) 4% -1% -20% -31% -15% -2% 25% -15% 6% 15% 10% 10% 5%

Case 1 - Quest Forecast

Subsea Trees 417 517 244 167 88 202 318 280 190 215 288 228 230 266

Tree/Floater 1.6x 2.0x 0.9x 0.8x 0.6x 1.6x 2.6x 1.9x 1.5x 1.6x 1.8x 1.3x 1.2x 1.3x

Growth (%) 24% -53% -32% -47% 130% 57% -12% -32% 13% 34% -21% 1% 16%

FTI Tree Orders 158 187 76 52 33 71 115 146 79 90 121 96 97 112

FTI Market Share 38% 36% 31% 31% 38% 35% 36% 52% 42% 42% 42% 42% 42% 42%

Case 2 - Floater/Tree Ratios

Subsea Trees 417 517 244 167 88 202 318 280 190 215 252 277 305 320

Tree/Floater 1.6x 2.0x 0.9x 0.8x 0.6x 1.6x 2.6x 1.9x 1.5x 1.6x 1.6x 1.6x 1.6x 1.6x

Growth (%) 24% -53% -32% -47% 130% 57% -12% -32% 13% 17% 10% 10% 5%

FTI Tree Orders 158 187 76 52 33 71 115 146 79 90 106 116 128 135

FTI Market Share 38% 36% 33% 34% 40% 36% 37% 52% 42% 42% 42% 42% 42% 42%

Case 3 - Average Case

FTI Tree Orders 158 187 76 52 33 71 115 146 79 90 113 106 112 123

FTI Susea Orders vs. Trees ($M)

FTI Pro forma Subsea Orders 8,720 11,643 10,690 5,897 3,593 5,144 5,179 7,993 4,003 5,042 7,000

Orders/Tree 55 62 141 113 109 72 45 55 51 56 57

Source: Quest Offshore; Riglogix; Bloomberg; CPI est.
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▪ Arguments Against: We forecast FTI’s 2021 Subsea revenues of $5.4B and EBITDA of ~$420M or ~11% EBITDA 

margins. Simplistically, assuming 20-25% incremental EBITDA margins, revenues have to increase 40%-70% to 

$7.5B to $9.1B for margins to increase to ~15%. Subsea incremental EBITDA margins have been about 20-25% 

when revenues have increased since 2012. See Historical Legacy & Pro Forma Subsea Financials on Page 8.

▪ Our Take: We think ~15% subsea EBITDA margins target are optimistic and model ~13.5% by 2025. May be 

incremental EBITDA margins improve this up-cycle from cost reductions done in 2020, however, it is unclear how 

much of that was drive by structural changes in subsea business costs. We look for signs of sustainable 25% 

incremental EBITDA margins to gain more confidence.

EBITDA/FCF Conversion Of 40-50%

▪ Arguments For: If orders, revenues and margins target are met, higher scale provides more FCF.

▪ Arguments Against: Historically, the company has not been able to generate such FCF conversion consistently. FTI 

expects to maintain current capex/sales ratio and tax rate. Also, working capital is assumed to be neutral. 

Historical FTI FCF Conversion (Legacy FTI before 2017) 

▪ Our Take: Though we model higher EBITDA to FCF conversion in 2025 vs. guided ~40-50% our confidence level is 

extremely low. FTI’s guidance further reduces our confidence level in our FCF forecast. Furthermore, we had hoped 

to see structural changes targets for generating higher cash flow vs. just from higher scale given lower tier EBITDA 

margins and FCF conversion ratios vs. peers.

1) Guidance assumed working capital to be neutral, which has been an Achilles' heel for the company. Though 

neutral working capital assumption makes sense in some industries such as E&P, but in OFS, working capital 

swings drive massive volatility in FCF. Working capital headwind for the OFS industry in 2022e vs. tailwind in 

2021e is a prime example. Moreover, FTI’s working capital forecast is more messy given upfront payments on 

orders.  In our coverage universe, we have the lowest confidence in forecasting FTI’s FCF primarily due to 

working capital. 

2) Lower interest expense is primarily a function of over $1.2B of proceeds from Energies divestment used to pay 

down debt targeting gross debt of $1.3B from current $2.3B.

3) We are disappointed at FTI’s guidance for ~30% tax rate by 2025. Recall, back at 2017 analyst day, the 

company had guided about 300bps lower tax rate. May be that target was driven by Energies or may be FTI’s 

revenues are driven in high tax jurisdiction. Assuming FTI’s subsea guidance, our $1.6B Surface revenues for 

2025, $105M corporate expenses, $60M interest expense (assuming $1B debt paid off at 6% vs. 2021), $385M 

D&A implies $1.2B EBITDA and $775M profit before tax. A ~500bps improvement in tax rate implies $40M 

cash or ~1% of market value.

4) FTI guided to capex of 3.5-4.5% of sales. Looking historically, it is not a tough ask. However, we wonder if there 

is an opportunity to improve it further. For example, NOV’s capex/sales is ~3% consistently. A 0.5% reduction 

in capex/sales adds 1-2% FCF yield at current share price.

2013 2014 2015 2016 2017 2018 2019 2020 2021E

EBITDA To FCF Conversion ($M)

Revenues 7,126 7,943 6,363 4,542 15,057 12,553 13,409 13,051 6,481

EBITDA 986 1,282 946 546 2,295 1,537 1,529 1,034 603

EBITDA Margins (%) 14% 16% 15% 12% 15% 12% 11% 8% 9%

FCF 481 488 682 155 (45) (554) 394 365 186

Conversion 49% 38% 72% 28% -2% -36% 26% 35% 31%

Source: SEC Filings
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Historical Subsea Capex/Revenues

5) Most importantly, even if FTI’s 40-50% EBITDA/FCF conversion target is met (we model ~60% with extremely 

low confidence), it would still be lower than 60%+ for peers. EBITDA margins for the business too are lower vs. 

peers, even if one were to assume ~15% subsea margins. Lower EBITDA margins and EBITDA/FCF 

conversion ultimately drives lower Sales/FCF conversion. This could continue to weigh on shares given 

investors trade OFS as a group of similar companies now vs. prior differentiation of land drillers, services, 

equipment companies, etc.

OFS Peers EBITDA/FCF Conversion Closer To ~60% By 2025

EBITDA/FCF Conversion

2013 2014 2015 2016 2017 2018 2019 2020 2021E 2022E 2023E 2024E 2025E 2026E

FTI 49% 38% 72% 28% -2% -36% 26% 35% 31% 33% 45% 54% 60% 35%

BKR - 24% 51% 790% -76% 27% 38% 22% 60% 49% 53% 56% 60% 67%

CHX 0% 0% 84% 97% 16% 36% 45% 75% 62% 45% 60% 61% 62% 61%

HAL 24% 11% 17% -114% 31% 26% 25% 48% 47% 42% 55% 54% 61% 64%

HP 0% 10% 50% 158% -14% 17% 61% 181% 59% 26% 35% 48% 31% 37%

NOV 65% 42% 37% 210% 105% 30% 54% 200% 194% 1% 48% 60% 60% 69%

PTEN - -32% 50% 97% -49% 11% 61% 65% 5% 22% 48% 63% 58% 59%

SLB 47% 45% 49% 38% 24% 36% -14% 33% 50% 62% 66% 59% 64% 65%

TS 57% 35% 77% 11% -60% 17% 85% 176% 8% 48% 59% 57% 61% 64%

Source: SEC Filings; CPI est.

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021E

Capex/Sales ($M)

Legacy FTI Subsea

Revenues 3,288 4,006 4,727 5,266 4,509

Capex 180 255 235 269 176

Capex/Sales 5.5% 6.4% 5.0% 5.1% 3.9%

Legacy Technip Subsea

Revenues 3,147 3,074 3,671 5,287

Capex 448 407 254 235

Capex/Sales 14.2% 13.2% 6.9% 4.4%

Pro forma FTI Subsea

Revenues 7,153 7,801 8,937 9,796 8,089 5,877 4,840 5,523 5,471 5,353

Capex 703 642 523 411 287 179 223 288 214 200

Capex/Sales 9.8% 8.2% 5.8% 4.2% 3.5% 3.0% 4.6% 5.2% 3.9% 3.7%

Surface

Revenues 2,425 2,688 1,883 1,252 1,275 1,592 1,617 1,059 1,129

Capex 70 125 69 35 35 112 97 39 25

Capex/Sales 2.9% 4.6% 3.7% 2.8% 2.8% 7.0% 6.0% 3.6% 2.2%

Source: SEC Filings
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OFS Peers EBITDA Margins Closer To ~20% By 2025

OFS Peers Sales/FCF Conversion Closer To ~12% By 2025

Historical Legacy & Pro Forma Subsea Financials

Here we have shown historical financials as presented in 10Ks for both legacy FTI and Technip’s Subsea businesses. 

We have used average annual exchange rate for euro to dollar conversion. 

In the pro forma financials we have tried to break down the subsea revenues in three parts (1) backlog conversion 

based on what the company had expected at beginning of the year, (2) subsea services only for legacy FTI based on 

our market checks at the time and (3) book and turn which is the remainder of revenues. The main takeaways include 

(1) Pro forma EBITDA margins have fallen below 15% only recently since 2018. 

(2) Historical backlog conversion has averaged ~55%, mostly between 50%-60%.

(3) Subsea services revenues have been more or less flat for last five years.

(4) Subsea incremental EBITDA margins have been about 20-25% when revenues have increased.

Sales/FCF Conversion

2013 2014 2015 2016 2017 2018 2019 2020 2021E 2022E 2023E 2024E 2025E 2026E

FTI 7% 6% 11% 3% 0% -4% 3% 3% 3% 3% 6% 7% 7% 4%

BKR - 5% 4% 40% -9% 3% 5% 2% 8% 7% 9% 9% 10% 12%

CHX 0% 0% 17% 14% 4% 9% 10% 14% 9% 8% 12% 12% 12% 12%

HAL 5% 2% 3% -16% 5% 5% 4% 8% 8% 8% 11% 11% 13% 13%

HP 0% 5% 20% 37% -3% 4% 17% 22% 6% 5% 8% 11% 7% 8%

NOV 12% 9% 6% 10% 9% 3% 6% 11% 7% 0% 6% 7% 8% 9%

PTEN - -10% 14% 21% -11% 3% 14% 12% 1% 4% 11% 15% 14% 14%

SLB 13% 13% 13% 9% 5% 8% -3% 6% 11% 15% 16% 15% 16% 16%

TS 15% 9% 15% 2% -11% 3% 16% 26% 2% 11% 14% 13% 14% 15%

Source: SEC Filings; CPI est.

EBITDA Margins

2013 2014 2015 2016 2017 2018 2019 2020 2021E 2022E 2023E 2024E 2025E 2026E

FTI 14% 16% 15% 12% 15% 12% 11% 8% 9% 10% 12% 12% 12% 12%

BKR - 20% 8% 5% 12% 13% 13% 11% 13% 15% 16% 17% 17% 17%

CHX 30% 28% 20% 14% 22% 24% 23% 19% 15% 18% 19% 20% 20% 20%

HAL 21% 22% 18% 14% 17% 18% 16% 17% 18% 20% 20% 20% 20% 21%

HP 33% 47% 41% 23% 21% 25% 27% 12% 10% 18% 22% 22% 22% 23%

NOV 19% 21% 16% 5% 8% 11% 10% 6% 4% 9% 12% 12% 13% 13%

PTEN - 31% 28% 21% 23% 24% 23% 19% 13% 20% 24% 24% 24% 24%

SLB 27% 28% 27% 23% 22% 21% 20% 18% 22% 23% 24% 25% 25% 25%

TS 26% 26% 20% 16% 18% 20% 19% 15% 20% 22% 23% 23% 23% 23%

Source: SEC Filings; CPI est.
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Pro forma Subsea Financials

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021E

Legacy FTI

Amount in $M

Subsea Orders 3,933 4,571 6,510 5,547 3,103 1,651

Subsea Backlog 4,090 4,580 5,989 5,793 3,762 2,242

Backlog Conversion ($) 2,748 2,994 3,041 2,163

Backlog Conversion (%) 60% 50% 53% 58%

Subsea Revenues 3,288 4,006 4,727 5,266 4,509 3,314

Subsea EBIT 320 452 548 748 630 463

Subsea D&A 67 86 120 138 154 154

Subsea EBITDA 387 537 668 886 785 617

Subsea EBITDA Margins (%) 12% 13% 14% 17% 17% 19%

Subsea Incremental EBITDA Margins (%) 21% 18% 41% 13% 14%

Legacy Technip

Amount in $M

Subsea Orders 2,942 4,148 5,133 5,142 2,794 1,943

Subsea Backlog 3,146 4,704 6,506 7,316 6,576 4,354

Backlog Conversion ($) 2,441 2,578 4,398 4,064

Backlog Conversion (%) 52% 40% 60% 62%

Subsea Revenues 2,134 3,147 3,074 3,671 5,287 4,775

Subsea EBIT 358 469 440 477 766 652

Subsea D&A 106 128 147 187 240 218

Subsea EBITDA 463 597 587 664 1,006 870

Subsea EBITDA Margins (%) 22% 19% 19% 18% 19% 18%

Subsea Incremental EBITDA Margins (%) 13% 13% 13% 21% 27%

ProForma FTI

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021E

Amount in $M

Subsea Orders 6,876 8,720 11,643 10,690 5,897 3,593 5,144 5,179 7,993 4,003 5,042

Subsea Backlog 7,236 9,284 12,495 13,110 10,338 6,596 6,204 6,000 8,480 6,876 6,518

Backlog Conversion ($) 5,189 5,572 7,439 6,227 3,802 3,359 3,379 4,146 3,576

Backlog Conversion (%) 56% 45% 57% 60% 58% 54% 56% 49% 52%

Revenue From Backlog 5,189 5,572 7,439 6,227 3,802 3,359 3,379 4,146 3,576

Subsea Services Revenues 1,375 1,600 1,450 1,193 1,000 1,000 1,075 1,000 1,000

Book & Turn Revenues 1,237 1,765 907 669 1,076 481 1,069 325 777

Subsea Revenues 5,423 7,153 7,801 8,937 9,796 8,089 5,877 4,840 5,523 5,471 5,353

Growth 32% 9% 15% 10% -17% -27% -18% 14% -1% -2%

Subsea EBIT 677 920 988 1,225 1,396 1,115 752 351 338 104 256

Subsea D&A 172 213 266 325 394 372 368 349 312 316 318

Subsea EBITDA 850 1,134 1,254 1,550 1,790 1,487 1,120 700 650 421 574

Subsea EBITDA Margins (%) 16% 16% 16% 17% 18% 18% 19% 14% 12% 8% 11%

Subsea Incremental EBITDA Margins (%) 16% 19% 26% 28% 18% 17% 40% -7% 444% -129%

Source: SEC Filings; CPI est.
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The stock is expected to outperform the average 12-month total return of the analyst’s coverage universe or an index 

identified by the analyst that includes, but is not limited to, stocks covered by the analyst.

Sector Perform (SP) 

The stock is expected to perform approximately in-line with the average 12-month total return of the analyst’s coverage

universe or an index identified by the analyst that includes, but is not limited to, stocks covered by the analyst.

Sector Underperform (SU)

The stock is expected to underperform the average 12-month total return of the analyst’s coverage universe or an index

identified by the analyst that includes, but is not limited to, stocks covered by the analyst.

Price Target Methodology:

Coker Palmer Institutional (CPI) price targets are essentially based on DCF methodology. 

Valuation/Risk Factors

Oilfield Services (OFS) business is inherently risky. OFS investors should be fully aware of these risks, which include, 

but are not limited to, volatile natural gas, NGL’s and crude oil prices, demand for and competition for a company’s 

product and/or service, asset quality, customer risks, changes in operating costs, company capital structures, operating 

and working capital needs and ability to raise both debt and equity capital to fund operations. We value OFS equities on 

many different metrics, including but not limited to, our subjective view as to the quality of management, discounted 

cash flows, net asset values, enterprise value to EBITDA or cash flow multiples, price to earnings or cash flow 

multiples, reinvestment risk and full cycle economics. These factors are uncertain and our outlook is subject to change, 

sometimes quite quickly. Any changes in the above factors can impede achievement of our valuation assessments. 

Coker & Palmer Institutional Ratings Distribution

Category Count Percent

Sector Outperform 6 43%

Sector Perform 4 29%

Sector Underperform 4 29%

Total 14 100%
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Green Energy businesses are inherently risky. The industry is still at a nascent stage and long-term viability is still not 

established. Investors should be fully aware of these risks, which include, but are not limited to, viability of new products

and markets targeted, volatile commodity prices, demand for and competition for a company’s product and/or service, 

asset quality, customer risks, changes in operating costs, company capital structures, operating and working capital 

needs and ability to raise both debt and equity capital to fund operations. We value Green Energy equities on many 

different metrics, including but not limited to, our subjective view as to the quality of management, discounted cash 

flows, net asset values, enterprise value to EBITDA or cash flow multiples, price to earnings or cash flow multiples, 

reinvestment risk and full cycle economics. These factors are uncertain and our outlook is subject to change, 

sometimes quite quickly. Any changes in the above factors can impede achievement of our valuation assessments. 

The Exploration and Production (E&P) business in inherently risky. Investors in E&P equities should be fully aware of 

these risks, which include, but are not limited to, volatile natural gas, NGL’s and crude oil prices, regional pricing 

differences, field and company asset quality, reserve depletion factors, drilling risks, operating costs, company capital 

structures, operating and working capital needs and ability to raise both debt and equity capital to fund operations. . 

E&P Valuation Methods used to determine the Price Target: We value E&P companies on many different metrics, 

including, but not limited to, our estimate of net asset value (NAV), enterprise value to EBITDA or cash flow multiples, 

price/earnings or cash flow multiples, discounted cash flow analysis and breakup/acquisition values.  All our estimates 

and valuations are highly and inherently uncertain. They are based on, but not limited to, our outlook for the commodity 

price, our subjective view as to the quality of management, net asset value, quality of the proven and unproven reserves 

and resources, ability to develop and produce these reserves/resources, financial strength, cash flow, access to capital, 

and full cycle economics of investments. These factors are uncertain and our outlook is subject to change, sometimes 

quite quickly. Any changes in the above factors can impede achievement of our valuation assessments. 

Industrials: This category might cover many different types of companies with various business models and various 

factors affecting the operations and stock prices, some of which include overall economic growth, end market demand, 

product inventories and competition. Some of these companies might have various energy-related exposure through 

both sales and/or costs. In general, industrial company risks include, but not limited to, high fixed operating costs, rising

input costs, currency and commodity price fluctuations, variable demand, inventory levels, quality of management, 

competition and obsolesce. 

E&P, Oilfield Service, Industrials, Green Energy, as well as investments in the other subsectors we follow are subject to 

a myriad of external factors, including but not limited to, commodity price risk, geopolitical risk, changes in interest 

rates, the value of worldwide currencies, especially the U.S. dollar, changing regulations, both domestically and abroad, 

regulatory enforcement levels, and changes in domestic or global economic fundamentals. Please see specific 

companies' most recent SEC filings, including 10-Ks, 10-Qs, 8-Ks, and proxy filings for additional risks and 

considerations. For companies based outside the US, please see country specific regulatory filings for additional risks 

and considerations.


