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COMPANY UPDATE

Seatrium (STM SP)
Keep On Keeping On

Seatrium’s 3Q24 business update showed that it continues to execute well on its
projects. After the end of the quarter, the company signed an LOI for a US$400m EPC
project from a Japanese client with the potential award of the contract in 1Q25. Two
legacy low-margin projects should be completed by end-24, and while the MAS/CAD
investigation remains an overhang, it could lead to a re-rating of the stock if removed in
the near to medium term. Maintain BUY. Target price: $$2.80.

WHAT’S NEW

¢ A relatively uneventful 3Q24 business update. Seatrium’s (STM) business update was
relatively uneventful with the key highlights being deliveries of three major projects to its
customers ytd. Importantly, the TenneT High Voltage Direct Current (HDVC) project
achieved its strike steel miletsone while the Sofia offshore wind farm in the UK witnessed the
installation of a 13,000-tonne offshore converter platform built by STM. Given these
significant milestones, positive cashflow impact for 2H24 should be expected. As at end-
3Q24, Seatrium’s net orderbook stood at S$24.4b, with deliveries out to 2031.

LOI worth US$400m with Penta-Ocean. After the end of the quarter, STM announced that
it had signed a Letter of Intent (LOI) with Japan’s Penta-Ocean for early engineering work for
a Heavy Lift Vessel for the wind market in offshore Japan. The award of the full EPC
contract is expected in 1Q25 after the final investment decision by Penta-Ocean. We
estimate that this US$400m project will be a relatively low-risk one for STM as it is a
foundation-based project compared with the higher-risk US$1.5b Heerema project that ran
into cost overrun issues due to its more complicated semi-submersible heavy lift hull.

Assuaging concerns on US wind projects. In management’s view, the offshore US wind
projects in its orderbook have very little to zero chance of cancellations given that these
have received final investment decisions. Outside of the US, we note that offshore wind
projects continue to be favoured by governments, helped by potentially lower interest rates
and the enabling of higher contracted prices by certain governments.

Legacy contracts should be completed by end-24. Management stated that its two-
remaining low-margin legacy contracts are progressing well and that they should be
completed by the year-end at its US shipyard. Whether its US yards are closed down
remains to be seen given that the new Trump administration may look favourably on
companies with US assets.

KEY FINANCIALS

Year to 31 Dec (S$m) 2022 2023 2024F 2025F 2026F
Net turnover 1,947 7,291 8,343 7,281 6,715
EBITDA (7) (1,116) 657 823 860
Operating profit (206) (1,573) 201 355 417
Net profit (rep./act.) (261) (1,940) 105 296 366
Net profit (adj.) (261) (1,940) 105 295 365
EPS (S$ cent) (0.8) (2.8) 3.1 8.7 10.7
PE (x) n.a. n.a. 63.2 225 18.2
P/B (x) 16.2 18.8 1.0 1.0 0.9
EV/EBITDA (x) n.a. n.a. 11.6 9.2 8.8
Dividend yield (%) 0.0 0.0 0.0 0.0 0.0
Net margin (%) (13.4) (26.6) 1.3 4.1 55
Net debt/(cash) to equity (%) 26.5 11.5 14.7 4.8 (8.0)
Interest cover (x) (0.2) (12.1) 5.9 99.5 n.a.
ROE (%) (6.5) (37.9) 1.6 4.4 5.2
Consensus net profit - - 127 394 541
UOBKH/Consensus (x) - - 0.83 0.75 0.68

Source: Seatrium, Bloomberg, UOB Kay Hian
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Share Price S$1.95
Target Price S$$2.80
Upside +43.6%

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

¢ Repairs & upgrades segment — Providing non-cyclical and foundational revenue via
its numerous FCCs. This business segment performed well in 3Q24, leading to the
completion of 192 repairs & upgrades projects for 9M24. After the end of the quarter, STM
announced that it had won S$100m worth of repairs & upgrades projects including a carbon
capture & storage (CCS) retrofit for Mitsui O.S.K. Lines, and three offshore refits for China
Oilfield Services Ltd and McDermott. In our view, this is one of the key segments which we
will be watching closely given the large annual addressable market size totalling S$20b-30b.
Importantly, this is a market that is non-cyclical given that ships need to be either repaired or
upgraded at least every 3-5 years. Seatrium highlighted that it is aiming for this segment to
grow by 3-4x by 2028. We highlight that in 2024 alone, the company has secured Favoured
Customer Contracts (FCC) with Hyundai LNG Shipping, GasLog LNG, Shell International
Trading & Shipping Co and TMS Cardiff Gas for repairs, refurbishment and upgrading
activities for LNG vessels.

Share buyback update. The company commenced its S$100m share buyback on 4 Jun 24
after its 20-for-1 share consolidation, and thus far has spent S$29m buying back around
18m shares at an aggregate share price of around S$1.63. With only 29% of its authorised
amount spent on its buyback, we expect the company to further support its share price in the
near to medium term via more share buybacks.

EARNINGS REVISION/RISK

¢ No changes to our earnings forecasts. Key risks in the near term include weaker oil
prices which could negatively impact sentiment on STM.

VALUATION/RECOMMENDATION

¢ We maintain our BUY recommendation with an unchanged P/B-based target price of
$$2.80. Our target P/B multiple of 1.4x is 1SD above the company'’s five-year average and
applied to its 2025 book value of S$2.04. In our view, this P/B multiple appears reasonable
considering the company’s strong competitive position globally as many of its peers have
shuttered over the past decade. In the near term, the key re-rating catalyst is the completion
of the investigation by the MAS/CAD.

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 considering carbon capture
usage and storage, floating LNG, and ammonia storage and transport which feeds into the
hydrogen energy chain.

SHARE PRICE CATALYST

¢ New orders for rigs, offshore renewable installations or fabrication works.

¢ Repairs and upgrade works for cruise ships and other commercial vessels.

¢ Changes in US regulations and policies which may result in higher demand for offshore
assets.
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PROFIT & LOSS
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Year to 31 Dec (S$m) 2023 2024F 2025F 2026F Year to 31 Dec (S$m) 2023 2024F 2025F 2026F
Net turnover 7,291 8,343 7,281 6,715 Fixed assets 4,081 3,855 3,618 3,405
EBITDA (1,116) 657 823 860 Other LT assets 5,826 5,763 5,564 5,398
Deprec. & amort. 456 456 468 443 Cash/ST investment 2,270 2,574 2,811 3,620
EBIT (1,573) 201 355 417 Other current assets 4,050 4,423 3,842 3,540
Total other non-operating income (282) 0 1 1 Total assets 16,227 16,616 15,835 15,963
Associate contributions 7 28 28 28 ST debt 743 743 743 743
Net interest income/(expense) (92) (111) 8 24 Other current liabilities 5,445 5,219 4,558 4,434
Pre-tax profit (1,939) 118 375 470 LT debt 2,274 2,800 2,400 2,300
Tax (14) (30) (94) (117)  Other LT liabilities 1,272 1,272 1,272 1,272
Minorities 13 17 15 13 Shareholders' equity 6,471 6,576 6,872 7,237
Net profit (1,940) 105 296 366 Minority interest 21 4 (10) (24)
Net profit (adj.) (1,940) 105 295 365 Total liabilities & equity 16,227 16,616 15,835 15,963
CASH FLOW KEY METRICS

Year to 31 Dec (S$m) 2023 2024F 2025F 2026F Year to 31 Dec (%) 2023 2024F 2025F 2026F
Operating 600.8 (311.1) 595.7 836.9 Profitability

Pre-tax profit (1,572.6) 200.6 354.6 4172 EBITDA margin (15.3) 79 113 12.8
Tax (23.5) 19.0 (124.6) 85.8 Pre-tax margin (26.6) 14 5.2 7.0
Deprec. & amort. 456.3 456.3 468.1 442.7 Net margin (26.6) 13 41 55
Associates 0.0 0.0 0.0 0.0 ROA (15.3) 0.6 18 23
Working capital changes 122.1 (715.5) 18.3 12.0 ROE (37.9) 1.6 4.4 5.2
Non-cash items 25.6 0.0 0.0 0.0

Other operating cashflows 1,593.0 (271.5) (120.7) (120.7) Growth

Investing 654.4 89.0 404 72.8 Turnover 2745 14.4 (12.7) (7.8)
Capex (growth) (1159)  (1000)  (100.0)  (100.0)  EBITDA na. na. 252 45
Investments 755.4 179.0 130.4 162.8 Pre-tax profit na. na. 217.8 25.3
Proceeds from sale of assets 145 10.0 10.0 10.0 Net profit na. na. 1815 23.7
Others 0.3 0.0 0.0 0.0 Net profit (adj.) na. na. 180.6 23.8
Financing (1,071.5) 5262  (4000)  (100.0)  EPS na. na. 1815 237
Dividend payments 0.0 0.0 0.0 0.0

Proceeds from borrowings 0.0 526.2 0.0 0.0 Leverage

Loan repayment (1,016.6) 0.0 (400.0) (100.0) Debt to total capital 317 35.0 314 29.7
Othersfinterest paid (54.9) 0.0 0.0 0.0 Debt to equity 46.6 539 45.7 421
Net cash inflow (outflow) 183.6 304.1 236.2 809.7 Net debt/(cash) to equity 11.5 14.7 4.8 (8.0
Beginning cash & cash equivalent 2,090.8 2,270.2 2,574.3 2,810.5 Interest cover (x) (12.1) 5.9 99.5 na.
Changes due to forex impact (4.3) 0.0 0.0 0.0

Ending cash & cash equivalent 2,270.2 2,574.3 2,810.5 3,620.2

Refer to last page for important disclosures.
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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.

Refer to last page for important disclosures.
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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 or jurisdictions 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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