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1Q21 Earnings Call Takeaways –Positive

Quick Take: FTI’s earnings call was positive on subsea orders and margins. But,

FCF still leaves more to be desired. FTI guided to the high end of Subsea 

revenues guidance for 2021, margins to improve in 2Q21 and 3Q21 and 13% 

achievable in the next two-three years. We would not be surprised if FTI 

increases 2021 guidance with 2Q21 earnings. A decline for quarterly Subsea 

revenues and Surface margins is embedded in the current guidance. FTI looks 

attractively valued at ~$7.25 vs our $9 PT based on DCF and EV/EBITDA. 

Critical questions for the stock are (1) can 2021 Subsea book-to-bill be 1x as that 

would likely drive EBITDA in 2022 higher or lower y/y and (2) what are longer 

term FCF margins target?

2021 Outlook

▪ FTI reiterated annual guidance but talked about Subsea revenues towards the 

higher end of $5.0-5.4B guide. Subsea margins should improve in 2Q/3Q 

seasonally as well as COVID related costs going away.

▪ FCF guidance increase of $70M to $170M for 2021 at mid-point was driven by 

exclusion of separation related cost and tax items. Tax settlement partially 

offset by some other items helped generating $137M FCF for 1Q21. Overall, 

FCF guidance for 2021 at mid-point implies only 3% FCF yield.

▪ Working capital is expected to be neutral for the year.

▪ Commentary “Client conversations remain constructive, suggesting a further 

increase in activity.”

Longer Term Outlook

▪ FTI reiterated Subsea orders should improve in 2022 y/y.

▪ Subsea backlog margins are improving which could drive margins towards 13% 

in next two-three years.

Other

▪ Near completion and start up of a new Surface facility in Saudi.

▪ Magnora partnership to pursue offshore wind project development opportunities

has already commenced operations focusing on Scotland and Norway for now.

Questions to ask

▪ Can Subsea orders be 1x book-to bill in 2021 given in just four months so far 

Subsea orders stack at $2B, including about $400M orders awarded in April? 

This is a critical question. If Subsea orders are about $4.5B with Subsea 

revenues around $5.4B for 2021, it will likely imply lower Subsea revenues y/y 

and lower FTI EBITDA y/y in 2022. However, a 1x book-to-bill for 2021, could 

imply FTI’s EBITDA could be about $675M for 2022 vs ~$550M implied by 2021 

guidance. Street EBITDA est. for 2022 are $635M vs $570M for 2021. 
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▪ For 2022, assuming $675M EBITDA, $65M interest expense (debt paydown from all Energies divestment), $75M 

cash tax (assumed flat y/y), $250M capex, neutral working capital and $30M stock comp. would imply ~$325M FCF 

for 2022 or 10% FCF yield.

▪ What are longer term FCF margins aspirations vs 3% targeted for 2021? What will be the drivers?

▪ What will drive Subsea revenues to decline from 1Q21 level? Annualized 1Q21 revenues imply $5.5B vs high end of 

$5.4B Subsea revenues guidance.

▪ What drives Surface margins lower from 1Q21 levels of 11% vs mid-point guidance of 9.5% for 2021?

▪ Range of revenues opportunity for offshore wind project? How should we think of FTI’s market share? In next 5-10 

years how much revenues from offshore wind projects would make you say these were  successful ventures?
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will not receive direct or indirect compensation related to the specific recommendations or opinions of this report. 
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These shorter term views are based upon catalysts or events that may have a shorter-term impact on the market price 

of the equity securities discussed in research reports, including but not limited to the inherent volatility of the 

marketplace. Any such shorter-term views expressed in research report are distinct from and do not affect the 
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Ratings

Sector Outperform (SO) 
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identified by the analyst that includes, but is not limited to, stocks covered by the analyst.
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Valuation/Risk Factors
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product and/or service, asset quality, customer risks, changes in operating costs, company capital structures, operating 
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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, 
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Coker & Palmer Institutional Ratings Distribution

Category Count Percent

Sector Outperform 3 33%

Sector Perform 4 44%

Sector Underperform 2 22%

Total 9 100%
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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, Energy Transition, 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 
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