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S Oil & Gas sector
Overwelght 1Q10 results wrap

Results recap. Most of the stocks under our sector coverage
reported 1Q10 results by mid May, and with the exception of
KS Energy, Ezra and Swiber, the rest were in line with
expectations. Unlike 3Q09 and 4Q09, 1Q10 did not see any
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% g g g % g g g E ; we upgraded Swiber to BUY with margin recovery, a stronger

order book and better outlook for offshore field development.
For KS Energy, we are more positive on its longer-term outlook
following its business consolidation, but are less sanguine in
the short term, as contracts for certain assets get renewed at
possibly lower rates, together with expenses associated with
the consolidation.

Surprises and non-events. There were a few noteworthy
events, but none were actually surprising, save for one or two.
Keppel and Sembcorp Marine continued to post high operating
margins, with the latter likely having further margin
improvements with resumption of profit recognition on a few
projects. On the offshore services side, Swiber announced
that it intends to seek a proposed listing of its subsea services
business on the Catalist board of the SGX. Ezra surprised the

Share Mkt Fair bE street when it said its subsea vessels will come on-stream
Company pice  Cap  Reting  value later with further upgrading works for potential clients. On the
s$ S$m s$ Hist  Cur shipbuilding side, Yangzijiang's consortium made an offer for
SembCop Marne . 394 8175 BUY 475 117 122 PPL Holdings, erupting in an ongoing tussle with Sembcorp

Marine, while ASL Marine was buoyed by its ship repair

Keppel Corp 890 MM BUY Mz 87 129 operations, in line with expectations.

Swiber Hidgs 095 501 BUY 13 103 63
Ezra Hdgs 18 28 BUY 28 12 116 Maintain overweight. We are expecting more order flows
ASL Marine 085 2% BUY 109 36 66 going forward, especially in the offshore production segment.
Yangzjang Shipbldg 1.7 4640 HOLD 160 87 94 Till the market's worries about the Eurozone are assuaged,

KS Energy 9 44 HOD 121 103 164 oil price vola!tili.ty may .persist in the short term, mainly due to

Viking Ofshore 005 19 BUY 031 125 108 USD appreciation agam;t the EUR. However, the longer term

Maring outlook for the sector is supported by 1) China and India
leading global oil demand growth and 2) the US continuing on
its recovery path. As such, we maintain our OVERWEIGHT

Low Pei Han rating on the sector and keep our preference for Keppel Corp

(65) 6531 9813 [BUY, FV: S$11.22] and Sembcorp Marine [BUY, S$4.75] as
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they are well-positioned to seize market share with their
proprietary designs and established track records, amongst
other factors.
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SHAREHOLDING DECLARATION:
The analyst’'s immediate family owns shares in Keppel Corp.

RATINGS AND RECOMMENDATIONS:

OCBC (ljnvestment Research’s (OIR) technical comments and recommendations are short-term and trading
oriented.

- However, OIR’s fundamental views and ratings (Buy, Hold, Sell) are medium-term calls within a 12-month
investment horizon. OIR’s Buy = More than 10% upside from the current price; Hold = Trade within +/-10%
from the current price; Sell = More than 10% downside from the current price.

- For companies with less than S$150m market capitalization, OIR’s Buy = More than 30% upside from the
current price; Hold = Trade within +/- 30% from the current price; Sell = More than 30% downside from the
current price.

DISCLAIMER FOR RESEARCH REPORT

This report is solely for information and general circulation only and may not be published, circulated,
reproduced or distributed in whole or in part to any other person without our written consent. This report
should not be construed as an offer or solicitation for the subscription, purchase or sale of the securities
mentioned herein. Whilst we have taken all reasonable care to ensure that the information contained in this
publication is not untrue or misleading at the time of publication, we cannot guarantee its accuracy or
completeness, and you should not act on it without first independently verifying its contents. Any opinion or
estimate contained in this report is subject to change without notice. We have not given any consideration
fo and we have not made any investigation of the investment objectives, financial situation or particular
needs of the recipient or any class of persons, and accordingly, no warranty whatsoever is fg/ven and no
liability whatsoever is accepted for any loss arising whether directly or indirectly as a result of the recipient
or any class of persons acting on such information or opinion or estimate. You may wish to seek advice
from a financial adviser regarding the suitability of the securities mentioned herein, taking into consideration
your investment og/ect/ves, financial situation or particular needs, before makmg a commitment to invest in
the securities. OCBC Investment Research Pte Ltd, OCBC Securities Pte Ltd and their respective connected
and associated corporations together with their respective directors and officers may have or take positions
in the securities mentioned in this report and may also perform or seek to perform broking and other
investment or securities related services for the corporations whose securities are mentioned in this report
as well as other parties generally.

Privileged/Confidential information may be contained in this message. If you are not the addressee indicated
in this message (or responsible for delivery of this message to such person), you may not copy or deliver
this message to anyone. Opinions, conclusions and other information in this message that do not relate to
the official business of my company shall not be understood as neither given nor endorsed by it.

Co.Reg.no.: 198301152E For OCBC Investment Research Pte Ltd
Carmen Lee
Published by OCBC Investment Research Pte Ltd Head of Research

Page 2 20 May 2010



