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Deal activity has slowed to post GFC levels

Source: Pareto Securities Equity Research

Pareto Securities rig capital market transactions

New floater demand projections vs. August 2015 projection

 Pareto Securities has carried
out capital markets
transactions in the rig space
of > USD 40bn the past ten
years

 Annual average deal volume
of USD 4bn

 USD 1bn average past two
years

Moving from bonds to more 
equity and M&A
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Current downturn (by far) the worst in the history of offshore drilling

Source: Pareto Securities Equity Research

Projected demand development vs. previous down cycles as % of pre‐crisis high

New floater demand projections vs. August 2015 projection
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1986 crash ‐ Jackups 1986 crash ‐ Floaters 1998‐99 Asia crisis ‐ Jackups

1998‐99 Asia crisis ‐ Floaters 2001‐04 downcycle ‐ Jackups 2001‐04 downcycle ‐ Floaters

2008‐10 financial crisis ‐ Jackups Current downturn ‐ Floaters

Demand Peak Current stage in the cycle

Months vs. peak demand

 Demand drop of ~47% 
from pre‐crisis high

 Average in previous
downcycles of ~20%

 1980s crash at ~34‐40%

 Peak to trough of 31 
months, ~38 months to 
start of the recovery

 ~15‐20 months to trough in 
previous downcycles, ~20‐
30 months to start of
recovery

 Demand drop of ~47% 
from pre‐crisis high

 Average in previous
downcycles of ~20%
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4Source: Oilprice.com, Reuters, Seekingalpha, Factset

But don’t underestimate sentiment and momentum!

“I could shoot somebody and I 
wouldn’t lose any voters”

Donald Trump, GOP presidential 
candidate frontrunner
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…and there is a lot of capital looking to get into the energy space

Source: Oilprice.com, Reuters, Seekingalpha, Factset

Sentiment is improving with the oil price

20 Jan '16 19 Apr '16

USD/bbl

USD 28

USD 43
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A backlog makes all the difference

Source: Pareto Securities

Rig(s) with a solid backlog

Capital structures in the drilling industry

Asset values

Backlog value

Assets Liabilities/equity

Debt

Equity

Rig(s) with no backlog

Asset values

Debt/

Remaining 

capex

Assets Liabilities

Quite a few sources of capital A little more tricky

Option value
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As evidenced by market pricing
Implied ultra deepwater values through equity and bonds

Source: Pareto Securities Equity Research

Year end 2018EEquity year end 2016E implied values
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Capital sources for single assets or companies with no backlog
Work it out with existing stakeholders before raising new capital

Source: Pareto Securities Equity Research

Asset values

Debt/

Remaining 

capex

Equity/liabilities

Option value

Stakeholders

 Equity holders

 Other lenders

 Yard

 Bank

Solutions need to involve existing stakeholders

 Everyone is an “equity” owner

 Everyone needs to hurt a little

 Fresh capital demands a fresh start

Available solutions

Banks: Bankruptcy or debt restructuring

 Create sustainable structure ‐ grease the wheels with new equity

 Vantage restructuring  lowest breakeven in industry

Yards: Shared ownership, marketing agreements

Maximise upside together or separately

 Sembcorp – NADL deal – ownership according to capital spent

Marketing and sales efforts continue
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The equity markets are open
At today’s prices in sustainable structure

Source: Pareto Securities Equity Research

Look at dry bulk sector for inspiration
Reduces risk
 Extends the runway
 Consolidation play

Ensco raises capital

Ticking the boxes:

Realistic price expectations

Sustainable capital structure

Backlog

Commercial platform

Young average fleet age (value 
adjusted)

Ensco raised USD ~530m overnight last Friday

~12% discount to last close

 Implied values of USD 500m/rig

Analyst upgrades









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Solid demand for direct lending and mezzanine financing
Credit funds are moving in as banks retreat

Source: Pareto Securities Equity Research

Banks are reluctant to lend and have tightened terms
 1) Increased capital cost 2) rising non‐performing loans 3) currency effects 4) strategic decisions

“Standard bank structure” may not work in this market

Solid demand from global, Hong Kong and Singapore based funds

Ticking the boxes:

Realistic price 
expectations

Backlog

Young average fleet age 
(value adjusted)







Improved cash flow (e.g. longer profile, cash 
sweep or initial grace period)

Structure flexibility / higher leverage

New source of capital (please banks)





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Sale and leaseback market is very active
Blending investor equity and debt for an optimal financing

Source: Pareto Securities Equity Research

Reduces dependency on troubled bank market

Improved security package and flexibility for investor(s) lead to more attractive terms

Solid demand from syndication and international and Chinese funds

Pareto Securities has a unique approach to this market

Ticking the boxes:

Realistic price 
expectations

Backlog

Young average fleet age 
(value adjusted)







Improved cash flow (e.g. longer profile, cash 
sweep or initial grace period)

Structure flexibility / higher leverage

New source of capital (please banks)





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Appendix

Questions?
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Sources of capital ‐ in order of priority 

The risk and cost of capital is higher than in a normalised market

 1. priority debt

 2. priority debt

 Unsecured debt

 Hybrid capital

 Preferred equity

 Equity

Risk Investor appetite

Higher Higher

Cost

Higher
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Finding agreement with existing stakeholders
West Rigel case study

 Seadrill/NADL and Sembcorp have agreed 
to a standstill until June 2016

 If no acceptable employment is secured 
and the rig is not sold, the companies will 
create company for joint ownership of the 
unit to be owned 23% by NADL and 77% 
by Jurong

 NADL will continue to market the Unit for 
the Joint Asset Holding Company for an 
acceptable drilling contract while JSPL will 
continue to market the Unit for sale at an 
acceptable price

 With the 23% ownership reflecting the 
20% initial instalment (plus some project 
management cost), the deal essentially 
removes the remaining capex for 
Seadrill/NADL while Jurong avoids 
potentially having to pay back the initial 
instalment as a result of late delivery

Source: Pareto Securities Equity Research

West Rigel substantially completed at Jurong
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Vantage restructuring in short

Vantage Parent

OGILTextOther entities

*Backstopped by Alliance Bernstein, Anchorage Capital, GoldenTree, Kinghthead, Renegade Swish, Wingspan, and York. Secured noteholders and term loan holders will have 
pro‐rata subscription rights into the new senior secured 2. Lien notes. 
Source: Pareto Securities

Text
Rig owning entities

 USD 150m secured RCF bank (repaid by 7m) + USD 32m LoC. Maturity Dec. ’19. 
1% amortization p.a. 

 New USD 75m 2. lien note. CPN 10%, maturity 31.12.2020.*

 USD 2.5bn secured notes  USD 750m 3L CB. Maturity in 2013, PIK 1% first 4 
years, 12% thereafter. 

Chapter 11 Restructuring (prepackaged chapter 11 plan)

Liquidated
 USD 96m unsecured notes
 Cobalt claim? 

Vantage International 
Management Company

Management company
purchased by OGIL for FMV. 
Consideration being a 
promissory note in OGIL. Cpn: 
10%, maturity 1 year, 
settlement in shares in OGIL

Comments: 

 Ensures  continued operations including  drilling contracts. 

 The restructuring plan reduces the likelihood of Vantage rigs coming out for distressed sale substantially. 

 Old bondholders will become the new shareholders of “new reorganized OGIL”, main reason for structuring it as a secured convertible in 
the interim is to reduce the risk of being primed down from potential new claims, including any potential claim from Brazilian or United 
State governmental entity related to ongoing investigation of the award of the Titanium Explorer contract with Petrobras. 

 The restructuring plan is based on an agreement with holders of ~ 59% of its USD 2.47bn in secured notes (~USD 1.82bn) and term loans 
(~USD 651m) as well as 90% of its senior secured asset backed loans (~USD 150m drawn on RCF)
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Contact details and disclaimer

www.paretosec.com   | Bloomberg: PASE (go)   |   Reuters: PARETO

Disclaimer

These materials have been prepared by Pareto Securities AS and/or its affiliates (together “Pareto”) exclusively for the benefit and internal use of the client named on the cover in order to indicate,
on a preliminary basis, the feasibility of one or more potential transactions. The materials may not be used for any other purpose and may not be copied or disclosed, in whole or in part, to any
third party without the prior written consent of Pareto.

The materials contain information which has been sourced from third parties, without independent verification. The information reflects prevailing conditions and Pareto’s views as of the date of
hereof, and may be subject to corrections and change at any time without notice. Pareto does not intend to, and the delivery of these materials shall not create any implication that Pareto assumes
any obligation to, update or correct the materials.

Pareto, its directors and employees or clients may have or have had positions in securities or other financial instruments referred to herein, and may at any time make purchases/sales of such
securities or other financial instruments without notice. Pareto may have or have had or assume relationship(s) with or engagement(s) for or related to the relevant companies or matters referred
to herein.

The materials are not intended to be and should not replace or be construed as legal, tax, accounting or investment advice or a recommendation. No investment, divestment or other financial
decisions or actions should be based solely on the material, and no representations or warranties are made as to the accuracy, correctness, reliability or completeness of the material or its
contents. Neither Pareto, nor any of its affiliates, directors and employees accept any liability relating to or resulting from the reliance upon or the use of all or parts of the materials.
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