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Anton Oilfield Services Group --------------------------------------- Maintain UNDERPERFORM 
Disappointing FY14 results, balance sheet deterioration rings alarm bells EPS: ▼ TP: ▼ 
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● Anton Oil reported a disappointing FY14 result that was the worst 
among all independent OFS players. 2H14 swung to a net loss of 
Rmb226 mn, a further HoH decline from an already-worsened 1H14, 
bringing 2014 to Rmb198 mn loss—worst result since its IPO. Anton 
Oil also suspended its FY14 dividend (vs 31% payout in FY13). 

● The balance sheet deterioration is so rapid that, in our view, it rings 
alarm bells. Net gearing went up to 90% in 2014 (from 25% in 2013), 
account receivables shot up to 280 days (from 192 days); OCF also 
swung to an Rmb620 mn outflow (vs Rmb380 mn inflow in 2013). All 
red flags are checked in regard to its working capital situation. 

● We cut our 2015-16 earnings and forecast Anton to record 
Rmb400­500 mn of net loss in both years. We do not see any signs 
of turnaround for Anton over the next 12 months. In our view, there 
is likelihood of capital raising required should things stay depressed. 

● Our TP is cut to HK$0.5 (from HK$0.9) as we lower our target 
multiple to 0.5x 2015 P/B (from 0.8x). We worry that Anton Oil could 
run into going-concern issue. We reiterate our UNDERPERFORM. 

Click here for detailed financials 

Disappointing FY14 results, worst year since its IPO 

Anton Oil reported a disappointing FY14 result on 25 March that were 
the worst amongst all its independent OFS peers. 2H14 swung to a 
net loss of Rmb226 mn, a further HoH decline from an already-
worsened Rmb27 mn net profit in 1H14. This brings FY14 net loss to 
Rmb198 mn, a 152% decline vs Rmb382 mn in FY13 as per its 
revised-down profit warning issued in January 2015, and is the worst 
annual result over its listing history. The company also suspended its 
FY14 dividend (vs 31% payout in FY13). 

A slowdown in top-line meets structural increase in costs 

As with its independent OFS peers, 2H14 was extremely challenging, 
given the already lacklustre OFS environment (anti-corruption probe) 
plus the chain effect from the oil price collapse. And the slowdown in top-
line was coupled with the continued increase in costs, which in turn led to 
a collapse in bottom line. Anton's 2H14 revenue declined 35%, and in 
particular China revenue (70% of total revenue) was down 50% YoY. 
Significant margin squeeze was visible on the back of declining ASP per 
job, a structural trend that we have been highlighting over the past 18 
months. Overall EBITDA margin fell 11 pp to 31% (from 42% in 2013). 
On the costs side, DD&A increased another 72% YoY in 2H14 (after 66% 
increase in 1H14), a result of new land rigs and pressure pump 
equipment Anton has added throughout the year. Employee costs 
continue to soar by another 13% in 2H14 (after 23% up in 1H14). 
Interestingly, there is no mention of the number of employees as of end-
2014, while it was disclosed every year previously. 

Figure 1: Anton Oil—FY14 results summary 

(Rmb mn) 2014 2013 YoY% CS 14E vs CSe 2H14 2H13 YoY% 

Revenue 2,071 2,534 -18% 1,983 4% 959 1,333 -28% 

  Downhole Operation 860 1,082 -21% 738 16% 409 546 -25% 

  Well Completion 457 548 -17% 418 9% 194 313 -38% 

  Drilling Technology 533 589 -10% 543 -2% 248 322 -23% 

  Tubular Services 222 315 -29% 283 -22% 107 152 -29% 

Segmental EBITDA 649 1,072 -39% 703 -8% 188 583 -68% 

  Downhole Operation 325 588 -45% 369 -12% 68 286 -76% 

  Well Completion 139 198 -30% 117 19% 64 136 -53% 

  Drilling Technology 85 136 -37% 98 -13% 23 77 -70% 

  Tubular Services 99 150 -34% 119 -17% 32 83 -61% 

Net profit -198 383 -152% -186 -6% -226 205 -210% 

EPS (Rmb) -0.09 0.178 -152% -0.085 -6% -0.103 0.101 -210% 

Dividend - 120 n/a - n/a    

  Payout ratio (%) 0% 31% -31% 0% 0%    

Source: Company data, Credit Suisse estimates 

Ringing alarm bells to its balance sheet 

The significant slowdown has put enormous pressure on to Anton Oil's 
balance sheet, and the deterioration is so rapid that it rings alarm bells. 
Net gearing went up to 90% in 2014 (from 25% in 2013), account 
receivables shot up to 280 days in 2014 (from 192 days); OCF also 
swung to a Rmb620 mn outflow (from Rmb380 mn inflow). All red 
flags are checked in regard to its working capital situation. 

Reiterate UNDERPERFORM, stay away from this name 

We cut our 2015-16 earnings estimates and forecast Anton Oil to 
record Rmb400-500 mn of net loss in both years. We do not see any 
signs of a turnaround for Anton over the next 12 months. In our model, 
its balance sheet will continue to deteriorate under the depressed 
environment, where net gearing will reach 165% by 2016. In our view, 
there is a likelihood of capital raising required. 

Our TP is cut to HK$0.5 (from HK$0.9) as we lower our target multiple 
to 0.5x 2015 P/B (from 0.8x). We worry that Anton Oil could run into 
going-concern issue; as a result we reiterate our UNDERPERFORM. 

Bbg/RIC 3337 HK / 3337.HK 
Rating (prev. rating) U (U) [V] 
Shares outstanding (mn) 2,214.51 
Daily trad vol - 6m avg (mn) 24.6 
Daily trad val - 6m avg (US$ mn) 5.6 
Free float (%) 42.0 
Major shareholders Luo Lin 30.6% 
 

Price (25 Mar 15, HK$) 1.30 
TP (prev. TP HK$) 0.50 (0.90)  
Est. pot. % chg. to TP (62) 
52-wk range (HK$) 6.02 - 1.28 
Mkt cap (HK$/US$ mn) 2,878.9/ 371.3 
 

Performance  1M 3M 12M 

Absolute (%) (17.2) (25.3) (73.7) 
Relative (%) (17.4) (32.9) (92.6) 
 

Year 12/13A 12/14A 12/15E 12/16E 12/17E 

Revenue (Rmb mn) 2,534 2,071 1,559 1,927 2,402 
EBITDA (Rmb mn) 694.9 245.9 2.9 89.8 244.4 
Net profit (Rmb mn) 382.6 (198.2) (486.1) (395.1) (240.3) 
EPS (Rmb) 0.18 (0.09) (0.22) (0.18) (0.11) 
- Change from prev. EPS (%) n.a. n.a. n.m n.m n.m 
- Consensus EPS (Rmb) n.a. n.a. 0.02 0.06 0.15 
EPS growth (%) 24.4 n.m. n.m. n.m. n.m. 
P/E (x) 5.9 n.m. n.m. n.m. n.m. 
Dividend yield (%) 5.4 0 0 0 0 
EV/EBITDA (x) 4.1 16.9 1,353.6 47.3 18.3 
P/B (x) 1.0 1.1 1.5 2.0 2.5 
ROE (%) 18.0 (9.1) (26.8) (28.8) (22.8) 
Net debt (cash)/equity (%) 24.2 86.1 92.8 150.7 205.1 
 

Note 1: ORD/ADR=200.00. Note 2: Anton Oil is a leading independent oilfield service prodiver in 
China and one of the first that went public. Its business is classified into 4 segments: Downhole 
operations, Well completion, Drilling technology & Tubular services. 
 

 

https://rave.credit-suisse.com/research/company/financials?ric=3337.HK
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Companies Mentioned (Price as of 25-Mar-2015) 

Anton Oilfield Services Group (3337.HK, HK$1.3, UNDERPERFORM[V], TP HK$0.5) 
Hilong Holdings Ltd (1623.HK, HK$1.98) 
Petro-king (2178.HK, HK$1.11) 
SPT Energy (1251.HK, HK$1.24) 
 

Disclosure Appendix 

Important Global Disclosures  

Horace Tse, Thomas Wong and Kelly Chen each certify, with respect to the companies or securities that the individual analyzes, that (1) the views 
expressed in this report accurately reflect his or her personal views about all of the subject companies and securities and (2) no part of his or her 
compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in this report. 

3-Year Price and Rating History for Anton Oilfield Services Group (3337.HK) 

 
3337.HK Closing Price Target Price    

Date (HK$) (HK$) Rating   

31-Oct-13 4.90 3.00 U *   

16-Jan-14 6.06 3.50    

27-Aug-14 3.98 2.00    

27-Oct-14 2.15 1.40    

18-Jan-15 1.73 0.90    

* Asterisk signifies initiation or assumption of coverage. 

 

UN D ERPERFO RM

 

3-Year Price and Rating History for Hilong Holdings Ltd (1623.HK) 

 
1623.HK Closing Price Target Price    

Date (HK$) (HK$) Rating   

31-Oct-13 5.16 7.00 O *   

06-Jan-14 6.43 7.30    

24-Mar-14 4.25 5.10 N   

25-Mar-14 4.07 5.10 O   

24-Aug-14 4.29 4.70    

16-Oct-14 2.89 3.00 N   

16-Jan-15 2.37 2.40    

23-Mar-15 1.95 1.90    

* Asterisk signifies initiation or assumption of coverage.  

O U T PERFO RM

N EU T RA L

 

3-Year Price and Rating History for SPT Energy (1251.HK) 

 
1251.HK Closing Price Target Price    

Date (HK$) (HK$) Rating   

31-Oct-13 4.27 4.00 N *   

12-Feb-14 4.42 3.00 U   

09-Oct-14 2.84 2.00    

19-Jan-15 1.34 1.00    

24-Mar-15 1.28 0.75    

* Asterisk signifies initiation or assumption of coverage. 

 

N EU T RA L

U N D ERPERFO RM
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The analyst(s) responsible for preparing this research report received Compensation that is based upon various factors including Credit Suisse's total 
revenues, a portion of which are generated by Credit Suisse's investment banking activities 

As of December 10, 2012 Analysts’ stock rating are defined as follows: 

Outperform (O) : The stock’s total return is expected to outperform the relevant benchmark*over the next 12 months. 

Neutral (N) : The stock’s total return is expected to be in line with the relevant benchmark* over the next 12 months. 

Underperform (U) : The stock’s total return is expected to underperform the relevant benchmark* over the next 12 months. 

 *Relevant benchmark by region: As of 10th December 2012, Japanese ratings are based on a stock’s total return relative to the analyst's coverage u niverse which 
consists of all companies covered by the analyst within the relevant sector, with Outperforms representing the most a ttractive, Neutrals the less attractive, and 
Underperforms the least attractive investment opportunities. As of 2nd October 2012, U.S. and Canadian as well as European ra tings are based on a stock’s total return 
relative to the analyst's coverage universe which consists of all companies covered by the analyst within the relevant sector, with Outperforms representing the most 
attractive, Neutrals the less attractive, and Underperforms the least attractive investment opportunities. For Latin American  and non-Japan Asia stocks, ratings are based 
on a stock’s total return relative to the average total return of the relevant country or regional benchmark; prior to 2nd Oc tober 2012 U.S. and Canadian ratings were 
based on (1) a stock’s absolute total return potential to its current share price and (2) the relative attractiveness of a stock’s total return potential within an analyst’s 
coverage universe. For Australian and New Zealand stocks, 12-month rolling yield is incorporated in the absolute total return calculat ion and a 15% and a 7.5% threshold 
replace the 10-15% level in the Outperform and Underperform stock rating definitions, respectively. The 15% and 7.5% thresholds replace the +10-15% and -10-15% 
levels in the Neutral stock rating definition, respectively. Prior to 10th December 2012, Japanese ratings were based on a stock’s total return relative to the average total 
return of the relevant country or regional benchmark. 

Restricted (R) : In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances. 

Volatility Indicator [V] : A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward. 

Analysts’ sector weightings are distinct from analysts’ stock ratings and are based on the analyst’s expectations for the fundamentals and/or valuation of 
the sector* relative to the group’s historic fundamentals and/or valuation: 

Overweight : The analyst’s expectation for the sector’s fundamentals and/or valuation is favorable over the next 12 months. 

Market Weight : The analyst’s expectation for the sector’s fundamentals and/or valuation is neutral over the next 12 months. 

Underweight : The analyst’s expectation for the sector’s fundamentals and/or valuation is cautious over the next 12 months. 

 *An analyst’s coverage sector consists of all companies covered by the analyst within the relevant sector. An analyst may cover multiple sectors. 

Credit Suisse's distribution of stock ratings (and banking clients) is: 

Global Ratings Distribution 

Rating Versus universe (%) Of which banking clients (%) 

Outperform/Buy* 44% (53% banking clients) 

Neutral/Hold* 38% (50% banking clients) 

Underperform/Sell* 15% (44% banking clients) 

Restricted 3%  

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond 
to Buy, Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relati ve basis. (Please refer to definitions above.) 
An investor's decision to buy or sell a security should be based on investment objectives, current holdings, and other indivi dual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the market 
that may have a material impact on the research views or opinions stated herein.  

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading. For more detail please refer to 
Credit Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research: http://www.csfb.com/research-and-
analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot be 
used, by any taxpayer for the purposes of avoiding any penalties. 

Price Target: (12 months) for Anton Oilfield Services Group (3337.HK) 

Method:  Our HK$0.5/share target price for Anton Oilfield Services Ltd (Anton Oil) is based on 0.5x 2015E P/B, in line of the target multiple we apply to 
its independent OFS peer SPT Energy. Given we forecast Anton Oil to be loss-making in 2015 and beyond, we believe a P/B-based target 
multiple should be the appropriate valuation methodology to reflect the true value of the company over the downcycle. 

Risk:  Risks to our HK$0.5/share target price for Anton Oilfield Services Group (Anton Oil) include: 1) Anton Oil achieves job completions in 2015 
that are higher than our assumed order backlog; 2) Revenue per job comes in much higher than our assumption; 3) Cost increases (including 
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materials costs, operational expenses and employee costs) are slower than our assumption; 4) The Chinese SOEs announce a major shift in 
upstream gas reserves prioritisation, putting unconventional gas (shale gas and/or CBM) as their first priority and a core investment area over 
the next few years. 

Please refer to the firm's disclosure website at https://rave.credit-suisse.com/disclosures for the definitions of abbreviations typically used in the target 
price method and risk sections.  

See the Companies Mentioned section for full company names  

Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (3337.HK, 1251.HK) within the 
next 3 months. 

Important Regional Disclosures  

Singapore recipients should contact Credit Suisse AG, Singapore Branch for any matters arising from this research report. 

The analyst(s) involved in the preparation of this report have not visited the material operations of the subject company (3337.HK, 1251.HK, 1623.HK) 
within the past 12 months 

Restrictions on certain Canadian securities are indicated by the following abbreviations: NVS--Non-Voting shares; RVS--Restricted Voting Shares; SVS-
-Subordinate Voting Shares. 

Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. 

For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit 
http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report. 

Principal is not guaranteed in the case of equities because equity prices are variable. 

Commission is the commission rate or the amount agreed with a customer when setting up an account or at any time after that. 

To the extent this is a report authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important disclosures 
regarding any non-U.S. analyst contributors: The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with 
FINRA. The non-U.S. research analysts listed below may not be associated persons of CSSU and therefore may not be subject to the NASD Rule 2711 
and NYSE Rule 472 restrictions on communications with a subject company, public appearances and trading securities held by a research analyst 
account. 

Credit Suisse (Hong Kong) Limited ..........................................................................................................Horace Tse ; Thomas Wong ; Kelly Chen 

For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at https://rave.credit-
suisse.com/disclosures or call +1 (877) 291-2683.  
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Disclaimers 

References in this report to Credit Suisse include all of the subsidiaries and affiliates of Credit Suisse operating under its investment banking division. For more information on our structure, please use the following link: 
https://www.credit-suisse.com/who_we_are/en/This report may contain material that is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, 
country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which would subject Credit Suisse AG or its affiliates ("CS") to any registration or licensing requirement 
within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to CS. None of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied 
or distributed to any other party, without the prior express written permission of CS. All trademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks or service marks of CS or its 
affiliates. The information, tools and material presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the solicitation of an offer to sell or to buy or subscribe for 
securities or other financial instruments. CS may not have taken any steps to ensure that the securities referred to in this report are suitable for any particular investor. CS will not treat recipients of this report as its customers by 
virtue of their receiving this report. The investments and services contained or referred to in this report may not be suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt 
about such investments or investment services. Nothing in this report constitutes investment, legal, accounting or tax advice, or a representation that any investment or strategy is suitable or appropriate to your individual 
circumstances, or otherwise constitutes a personal recommendation to you. CS does not advise on the tax consequences of investments and you are advised to contact an independent tax adviser. Please note in particular that 
the bases and levels of taxation may change. Information and opinions presented in this report have been obtained or derived from sources believed by CS to be reliable, but CS makes no representation as to their accuracy or 
completeness. CS accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the extent that such liability arises under specific statutes or regulations 
applicable to CS. This report is not to be relied upon in substitution for the exercise of independent judgment. CS may have issued, and may in the future issue, other communications that are inconsistent with, and reach different 
conclusions from, the information presented in this report. Those communications reflect the different assumptions, views and analytical methods of the analysts who prepared them and CS is under no obligation to ensure that 
such other communications are brought to the attention of any recipient of this report. Some investments referred to in this report will be offered solely by a single entity and in the case of some investments solely by CS, or an 
associate of CS or CS may be the only market maker in such investments. Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is 
made regarding future performance. Information, opinions and estimates contained in this report reflect a judgment at its original date of publication by CS and are subject to change without notice. The price, value of and income 
from any of the securities or financial instruments mentioned in this report can fall as well as rise. The value of securities and financial instruments is subject to exchange rate fluctuation that may have a positive or adverse effect on 
the price or income of such securities or financial instruments. Investors in securities such as ADR's, the values of which are influenced by currency volatility, effectively assume this risk. Structured securities are complex 
instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding and assuming the risks involved. The market value of any structured security may be 
affected by changes in economic, financial and political factors (including, but not limited to, spot and forward interest and exchange rates), time to maturity, market conditions and volatility, and the credit quality of any issuer or 
reference issuer. Any investor interested in purchasing a structured product should conduct their own investigation and analysis of the product and consult with their own professional advisers as to the risks involved in making such 
a purchase. Some investments discussed in this report may have a high level of volatility. High volatility investments may experience sudden and large falls in their value causing losses when that investment is realised. Those 
losses may equal your original investment. Indeed, in the case of some investments the potential losses may exceed the amount of initial investment and, in such circumstances, you may be required to pay more money to support 
those losses. Income yields from investments may fluctuate and, in consequence, initial capital paid to make the investment may be used as part of that income yield. Some investments may not be readily realisable and it may be 
difficult to sell or realise those investments, similarly it may prove difficult for you to obtain reliable information about the value, or risks, to which such an investment is exposed. This report may provide the addresses of, or contain 
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