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OFS Bits 3.05

First Glance At 2Q21 Earnings

Quick Take: We caught up with 13 OFS companies recently. Main takeaways 

include (1) about 50-100 rigs could still be added in the U.S. in 2H21, (2) inflation is 

increasing across the board, but net pricing is improving as well, (3) equipment 

orders outlook is improving and (4) international growth in on track for LDD growth 

in 2H21 y/y. Overall, we see modest upside to Street’s estimates for most of the 

companies, but a lag in passing on rising costs remains a key risk. FTI, NOV, 

PTEN and TS among our coverage universe seem interesting into 2Q21 earnings 

along with NEX and WHD (both not covered).

Industry Themes

North America

▪ U.S. rig count could increase 50–100 in 2H21. Public E&Ps are still sticking to 

capital discipline while privates would continue to drive rig count increases.

▪ Inflation is becoming widespread. Prices of diesel, chemicals, trucking, tubulars, 

etc. are rising. There is generally a double-digit inflation in tubulars while trucking 

is up as much as ~30% anecdotally. Companies with long lead times like offshore 

equipment are well hedged, but transactional business like NOV’s Wellbore, FTI’s 

NAM Surface, or WHD are difficult to hedge. Hiring people is starting to become 

difficult. However, all companies have been able to pass on cost increases. That 

said, we are keeping an eye for any unfavorable surprises from inflation. 

▪ Net pricing has started to come back for services. Land rigs leading edge 

dayrates have moved up towards the high end of $17-19K range. High end super 

spec rigs pricing has improved $1-2K while low-end super spec rigs pricing has 

improved few hundred dollars. Land rigs margins have either troughed or near 

trough and with higher pricing should begin to improve.

▪ More frac fleets have been added such as by RES and NEX while PUMP is 

waiting on pricing improvements. Pressure pumpers have generally seen 5-10% 

net pricing improvements. It is not clear to us if Tier IV pressure pumping fleets 

are getting better pricing vs. Tier II. Company commentaries have been across 

the board. Still, we get the sense that pressure pumpers are planning to continue 

to upgrade equipment from Tier II to Tier IV. Generally, 13-14M U.S. pressure 

pumping supply has been used by all companies, which we think is too low.

▪ Pricing has also improved for cementing, fluids, chemicals and equipment but 

remains under pressure for coiled tubing and umbilicals.

▪ Equipment orders outlook is improving including FTI, NOV and OII (not covered). 

International

▪ Commentary has been consistent around LDD growth in 2H21 y/y. E&Ps have 

excess cash flow from higher commodity prices. IOCs may not spend more, but 

NOC could, so there is a decent chance of 4Q international bump from YE sales.

▪ International tenders have increased and more are expected in 2H21.

▪ It is too soon for international pricing improvements, though activity should 

improve at least LDD in 2022 y/y.
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BKR takeaways

▪ We see essentially in-line 2Q21 Street est. and modest upside (~5%) to 3Q21 Street est.

▪ NAM OFS should grow HSD in 2Q and 3Q while international OFS should growth MSD/HSD. International revenues 

have to improve HSD or more in each quarter in 2H21 to be up LDD y/y. Overall OFS revenues should be up 

MSD/HSD in 2Q/3Q. We model double digit margins exiting 2021, but we could be modestly aggressive. 

▪ BKR still expects three-four LNG orders in 2021. TPS revenues should be flat q/q in 2Q and margins y/y. Revenues 

and margins should improve modestly in 3Q sequentially. Full year revenues for 2021 are expected to be up mid 

teens with flattish margins. Revenues should be flat to modestly down y/y in 2022 with higher margins and EBIT.

▪ OFE should generate around $5 EBIT each quarter with modestly lower in 2H21 due to Aksator transaction. The 

Aksator JV should result in $200-300M revenues, $50-60M EBITDA and about $30M D&A impact on an annualized 

basis beginning 2H21. 

▪ Digital Solutions revenues should improve LDD in 2Q with HSD margins and MSD with modestly higher margins in 

3Q sequentially. Full year revenues in 2021 could be up MSD with low LDD margins.

▪ FCF for 2021 should be at least $1.2B.

▪ Assuming GE continues to sell down ~40M shares each quarter, its stake could be ~15% by the end of 2021. At that 

time, GE may be able to sell bigger chunks of the remaining BKR ownership if it no longer remains an insider. We 

think a portion of $4.4B of cash on BKR’s balance sheet would be used for share buybacks.

CHX takeaways

▪ We see essentially in-line 2Q21 Street est. and modest upside (~5%) to 3Q21 Street est.

▪ PAT: Revenues should grow HSD/MSD in 2Q/3Q with modestly improving margins. We assume 30% incrementals.

▪ PCT: Revenues should grow MSD/HSD in 2Q/3Q. Margins should grow very modestly in 2Q and then step up in 3Q 

as higher pricing begins to help.

▪ DT: Revenues should grow HSD/MSD in 2Q/3Q with 45% incrementals.

▪ RCT: EBITDA should be near breakeven in 2Q/3Q.

▪ FCF should be about $250M for 2021 with 2Q21 low at about $20M owing to working capital draw. 

FTI takeaways

▪ We see modest upside (~5%) to 2Q21 Street est. though in-line 3Q Street est.

▪ Subsea orders should be about $750M for 2Q21. With a couple of LAM orders and one potentially in Norway as well, 

FTI orders could be close to $5B in 2021, in our opinion.

▪ Subsea revenues should very modestly improve in 2Q/3Q along with margins.

▪ Surface revenues should grow HSD/LSD in 2Q/3Q with margins declining in 2Q and modestly improving in 3Q.  

HAL takeaways

▪ We see essentially inline Street est. for 2Q and modest upside (~5%) for 3Q Street est. 

▪ NAM C&P (55% C&P share) should outperform ~15% U.S. completions growth driving LDD C&P revenue growth with 

30% incrementals in 2Q. C&P revenues should grow HSD with 30% incrementals in 3Q.

▪ NAM D&E should underperform U.S. rig count growth given privates driving the rig count with international revenues 

in-line with the rig count driving MSD revenue growth for the segment in 2Q with lower margins owing to lack of s/w 

sales. Revenues should improve MSD with 20% incrementals in 3Q.
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▪ FCF should be positive in 2Q and over $1B for 2021.

HP takeaways

▪ We see FY3Q21 Street est. in-line and modest upside (~5%) for FY4Q21.

▪ Super spec utilization is currently about 55-60% though about 50 rigs can be added in 2H21. 

▪ Leading edge dayrates have improved toward the high end of  $17-19K. 

▪ Average rig count should be 116/129 in FY3Q/4Q with margins about $6,750 in both quarters. 

NEX (Not Covered) takeaways

▪ We see 2Q21 Street est. in-line but a significant upside to 3Q21. NEX currently has 20 fleets working in the U.S. and 

two in the ME.

▪ GP/fleet should increase to LDD by end of 2021, ie., double digit EBITDA margins. 

▪ Net pricing is improving with more increases expected in 2022.

▪ NEX is expected to continue with DGB Tier IV conversion in 2H21.

NOV takeaways

▪ We see significant upside to Street est. (~15% each) for 2Q/3Q21 driven by Wellbore Tech. Orders are trending in the 

right direction as well.

▪ Wellbore Tech: Revenues should increase 10%+ in 2Q and HSD in 3Q due to rig count improvements with 55% 

incrementals. 

▪ C&P: Revenues should grow about 20% with 25% incrementals in 2Q. Revenues in 3Q should grow HSD with ~40% 

incrementals. Orders could grow to $450-500M/Q by the end of 2021. EBITDA margins should be close to HSD by 

4Q21.

▪ Rig A/M: Revenues and margins should be flattish in 2Q and 3Q. About $400M of wind vessel orders should be 

booked in 2H21 where NOV has ~65% market share, in our opinion. EBITDA margins should be close to MSD by 

4Q21.

OII (Not Covered) takeaways

▪ We see 2Q21/3Q21 Street est. in-line

▪ Subsea Robotics: Revenues should grow mid teens/MSD in 2Q/3Q with 35/40% incrementals, respectively.

▪ Manufactured Products: Revenues should decline LDD/HSD in 2Q/3Q with marginally positive EBIT. Full year 

revenues decline should be less than ~40% y/y for 2021.

▪ Offshore Projects: Revenues should grow MSD in 2Q with higher margins, but decline ~25% in 3Q with MSD EBIT 

margins as Angola work ends.

▪ Integrity Mgmt.: Revenues should grow HSD/LDD in 2Q/3Q with lower margins in 2Q and HSD margins in 3Q.

▪ Aerospace & Defense: Revenues should grow modestly (LSD) in 2Q/3Q with lower margins in 2Q and high teens 

margins in 3Q.

▪ FCF should be $100M+ in 2021.

PTEN takeaways

▪ We see ~10/20% upside to 2Q/3Q21 Street EBITDA est.
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▪ Drilling

– U.S could add ~100 rigs in 2H21. PTEN average working rigs should be 73/85 in 2Q/3Q21 with $6,250/$6,400 

margins.

– High end super spec rigs pricing has improved $1-2K while low-end super spec rigs pricing has improved few 

hundred dollars.

– Spot and contract margins were similar in 1Q21. Margins should trough in 2Q21 and could move higher with 

improving pricing.

▪ Pressure pumping

– Net pricing has improved ~10% on few of the eight working fleets. 

– About 7/9 fleets should earn annualized $5/7M EBITDA/fleet in 2Q/3Q.

▪ Directional Drilling should earn $2-3M EBITDA in 2Q/3Q.

▪ Other Operations should earn $3-4M EBITDA in 2Q/3Q

▪ We think PTEN could be very modestly FCF positive in 2021. 

PUMP (Not Covered) takeaways

▪ We see significant upside to 2Q/3Q21 Street est.

▪ The company expects to have ~13 fleets. The newbuild DGB fleet would bolster working 13 fleets. GP/fleet should 

improve to $18-19M/fleet from ~17M in 1Q after adding back winter storm impact.

▪ PUMP’s business model is built around client partnerships. Typically PUMP is the last one to see higher pricing and 

also the last one to see pricing declines.

RES (Not Covered) takeaways

▪ We see 2Q21 Street est. in-line and modest upside to 3Q21 Street est.

▪ RES has added a fleet with seven working currently. EBITDA/fleet should be close to HSD in 2Q21 with 

improvements in 3Q21.

▪ Canadian break-up in TTS could drive modest underperformance vs. U.S. completions activity. Nitrogen revenues is 

expected to normalize to modestly lower revenues in 2Q.

▪ Cash balance should be unchanged at end of 2021 y/y.

TS takeaways

▪ We see ~5% upside to both 2Q21/3Q21 Street EBITDA est.

▪ Tubes revenues should grow ~25% q/q in 2Q driven by ~50% jump in LAM revenues. Pricing/ton should improve to 

about $2,000. Revenues should again grow HSD in 3Q21 with improving activity.

▪ Other revenues should grow ~10% in 2Q and flattish in 3Q.

▪ Gross margins should improve to ~28/29% in 2Q/3Q.

▪ SG&A is expected to grow to $280/290M in 2Q/3Q from ~$250M in 1Q.

▪ FCF should be about $100M for 2021 with expectations of ~$600M working capital draw.

WHD (Not Covered) takeaways

▪ We see upside to 2Q21 Street est. and 3Q Street est. in-line.

▪ Cadent has transferred all shares to LPs implying there will not be a secondary offering any more. 

▪ Products: Revenues should grow ~30% in 2Q as rig count has been better than expected. Revenues should again 

grow LDD in 3Q. Incremental margins should be ~40%.
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▪ Rentals: Revenues should grow HSD in 2Q/3Q. Margins should be 50-55% in 2Q/3Q. 

▪ Field Services: Revenue shares should be 29/28% in 2Q/3Q with flattish margins in 2Q and decline in 3Q owing to 

wages increase.

▪ WHD could consider a special dividend if M&A efforts do not bear fruit.
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Appendix A – Required Disclosures

Analyst Certification 

I, Vaibhav (Vebs) Vaishnav, certify that to the best of my knowledge, the views and opinions in our research reports 

accurately reflect my personal views about the subject company (companies) and its (their) securities. I have not and 

will not receive direct or indirect compensation related to the specific recommendations or opinions of this report. 

Unless otherwise stated, the individuals listed on the cover page of this report are analysts for Coker Palmer 

Institutional (CPI). Coker Palmer Institutional (CPI) is the brand name used to distinguish Coker & Palmer’s institutional 

only, sell side equity research operations. 

Important Disclosures

Conflicts of Interest: You should assume that as of the publication date of any report or letter, CPI (possibly along with 

or through our members, partners, affiliates, employees, and/or consultants) along with our clients and/or investors has 

a position in the subject companies or derivatives of subject companies mentioned in this report, and therefore stands 

to realize gains based on the price movements of stocks covered in this report. Following publication of any report or 

letter, we intend to continue transacting in the securities covered therein, and we may be long, short, or neutral at any 

time hereafter regardless of our initial recommendation. 

Analyst Compensation

Analysts are not directly compensated based on investment banking fees, but analysts’ compensation is based on 

overall firm profitability, which may or may not include investment-banking fees. CPI has not received investment-

banking income from the subject companies in the previous 12 months. Investors should expect that Coker & Palmer 

may seek and may be seeking compensation for investment banking and non-investment banking related services and 

production from any or all companies mentioned within this report. 

Conflicts   

Vaibhav (Vebs) Vaishnav, Oilfield Services & Energy Transition Analyst, does not hold any stocks from those sectors in 

his personally managed accounts. 

In the normal course of offering investment and banking products and services to clients, CPI may act in several 

capacities (including issuer, market maker, underwriter and distributor agent) simultaneously with respect to a product, 

giving rise to potential conflicts of interest. CPI uses controls such as information barriers to manage conflicts should 

they arise.

CPI has not been involved with any investment banking/consulting activities in the Oilfield Services and/or Energy 

Transition sector in the past six months.

Rating Methodology

Coker Palmer Institutional (CPI) is restarting formal rating systems. The firm has a three-tiered rating system, with 

ratings of Sector Outperform, Sector Perform, and Sector Underperform. Each Research Analyst assigns a rating that is 

relative to his or her coverage universe or an index identified by the Research Analyst that includes, but is not limited to,

stocks covered by the Research Analyst.

The rating assigned to each security covered in this report is based on the CPI Research Analyst’s 12-month view on 

the security. Research Analysts may sometimes express in research reports shorter-term views on these securities that 

may impact the price of the equity security in a manner directly counter to the Research Analyst’s 12-month view. 
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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 

Research Analyst’s 12-month view and are clearly noted as such.

Ratings

Sector Outperform (SO) 

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 based on 60% weighting to DCF value through 2030, 20% weighting 

to FCF yield and a combined 20% weighting to traditional EV/EBITDA and DCF based through 2024. 

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 3 33%

Sector Perform 3 33%

Sector Underperform 3 33%

Total 9 100%
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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, 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 

and considerations.


