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Conversion work worth S$190mn
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Company Overview

Keppel Corporation is a diversified conglomerate with four
core business segments: Offshore & Marine, Infrastructure,
Property, and Investments.

« FPSO conversion projects worth a total of S$190mn
« Positive on production-related conversion orders
« Maintain Accumulate and TP of S$12.25

What is the news?
Keppel secures two conversion contracts worth a total value
of S$190mn. The contracts include:

(i) the conversion of an FPSO from SBM Offshore that
will host the Stones ultra deepwater development
by Shell in the Gulf of Mexico, and

(ii) the conversion of an FPSO for the Bukit Tua Field
from M3nergy Offshore (scheduled for completion
in 2Q14).

Both contracts are awarded from Keppel's repeated
customers. Including the Stones FPSO, Keppel has
undertaken 20 major projects for SBM Offshore since 2000.

How do we view this?

We are positive on the production-related conversion
orders. Latest contract wins lifted YTD order wins to
S$4.4bn, against our full-year order estimate of S$5.9bn for
FY13E.

Investment Actions?

We maintain our FY13E-14E earnings estimates and SOTP-
based TP of S$12.25. Keppel Corp currently trades at 10.9x
FY14E P/E and 2.0x FY13E P/B. Historically, the stock
traded at a long-term 5-year average of 10.7x forward P/E,
with a peak of 22.3x during the last rig newbuild upcycle and
a low of 4.9x in the GFC. We continue to like Keppel, in
view of (i) its global yard network, which is well-placed to
benefit from the positive O&M outlook, (ii) resilient O&M
margins, and (iii) attractive dividend yield at ~4.4%. Maintain
Accumulate.
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Rating 2 Accumulate
- Previous Rating 2 Accumulate
Target Price (SGD) 12.25

- Previous Target Price (SGD) 12.25

Closing Price (SGD) 10.65

Expected Capital Gains (%) 15.0%

Expected Dividend Yield (%) 4.4%

Expected Total Return (%) 19.4%

Raw Beta (Past 2yrs w eekly data) 1.17

Market Cap. (USD mn) 15,285

Enterprise Value (USD mn) 22,780

3M Average Daily T/O (mn) 3.8

52 w eek range (SGD)
Closing Price in 52 w eek range

9.6215 - 11.513

0% 50% 100%
13.00 1 r 30

S S x & 5 w &

== \/Olume, mn ——KEP SPEQUITY —— STlrebased
Major Shareholders (%)
1. Temasek Holdings Pte Ltd 21.0
2. Aberdeen Asset Management 5.8
3. Blackrock Fund Advisors 4.9
Key Financial Summary
FYE 12/11 12/12 12/13F 12/14F
Revenue (SGD mn) 10,082 13,965 12,559 14,103
Net Profit, adj. (SGD mn) 1,491 1,914 1,540 1,772
EPS, adj. (SGD) 0.83 1.06 0.85 0.98
PIE (X),ad]. 12.8 10.1 12,5 10.9
BVPS (SGD) 4.29 5.11 5.39 5.77
P/B (X) 25 2.1 2.0 1.8
DPS (SGD) 0.43 0.72 0.47 0.49
Div. Yield (%) 4.0% 6.8% 4.4% 4.6%
Source: Bloomberg, PSR est.
*All multiples & yields based on current market price
Valuation Method
SOTP
Analyst
Nicholas Ong
nicholasonghg@phillip.com.sg
+65 6531 5440
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FYEDec FY10 FY1l FY12 FY13E FY14E
Valuation Ratios

P/IE (X), adj. 14.4 12.8 10.1 125 10.9

P/B (X) 2.8 25 21 2.0 18

EV/EBITDA (X), adi. 16.5 13.7 11.0 12.2 10.6

Dividend Yield (%) 3.6% 4.0% 6.8% 4.4% 4.6%
Per share data (SGD)

EPS, reported 0.85 1.08 1.24 0.85 0.98

EPS, adj. 0.74 0.83 1.06 0.85 0.98

DPS 0.38 0.43 0.72 0.47 0.49

BVPS 3.74 4.29 5.11 5.39 5.77

Growth & Margins (%)

Growth

Revenue -25.4% 10.3% 38.5% -10.1% 12.3%
EBITDA 3.9% 20.7% 23.8% -9.4% 15.0%
EBIT 3.4% 21.9% 26.3% -10.5% 16.1%
Net Income, adj. 3.4% 14.1% 28.4% -19.5% 15.0%
Margins

EBITDA margin 19.1% 20.9% 18.7% 18.8% 19.3%
EBIT margin 17.0% 18.8% 17.2% 17.1% 17.6%
Net Profit Margin 14.3% 14.8% 13.7% 12.3% 12.6%
Key Ratios

ROE (%) 21.1% 20.8% 22.6% 16.2% 17.5%
ROA (%) 7.8% 8.3% 8.2% 5.3% 5.9%
Net debt (178) 1,857 3,153 2,334 1,896

Net debt / equity -1.8% 15.8% 23.2% 16.3% 12.3%

Income Statement (SGD mn)

Revenue 9,140 10,082 13,965 12,559 14,103
EBITDA 1,745 2,106 2,607 2,361 2,716
Depreciation & Amortisation (189) (209) (211) (216) (227)
EBIT 1,556 1,897 2,396 2,145 2,489
Net Finance (Expense)/lIncome a7 16 26 (24) 8
Other items 8 25 7 7 7
Associates 278 240 266 228 227
Exceptionals 661 1,135 561 0 0
Profit Before Tax 2,550 3,313 3,256 2,356 2,732
Taxation (560) (444) (501) (556) (618)
Profit After Tax 1,990 2,869 2,756 1,800 2,114
Non-controlling Interest 479 923 518 260 342
Net Income, reported 1,511 1,946 2,237 1,540 1,772
Net Income, adj. 1,307 1,491 1,914 1,540 1,772
Source: PSR
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FYEDec FY10 FY11 FY12 FY13E FY14E
Balance Sheet (SGD mn)

PPE 2,243 2,716 3,337 3,630 3,912
Intangibles 108 99 110 110 110
Associates 3,782 4,462 5,267 5,267 5,267
Investment Properties 3,208 4,610 5,423 5,423 5,423
Others 329 578 365 365 365
Total non-current assets 9,669 12,464 14,502 14,794 15,076
Inventories 4,929 6,606 7,443 6,694 7,516
Accounts Receivables 1,959 2,028 2,057 1,850 2,078
Investments 537 577 417 417 417
Cash and cash equivalents 4,246 3,020 4,055 4,874 5,312
Others 305 404 697 587 642
Total current assets 11,976 12,635 14,669 14,421 15,965
Total Assets 21,644 25,099 29,171 29,216 31,041
Short term loans 392 808 1,006 1,006 1,006
Bilings on WIP in excess of related costs 1,638 1,864 1,619 1,456 1,636
Accounts Payables 5,332 5,710 5,536 4,979 5,591
Others 720 621 903 903 903
Total current liabilities 8,082 9,003 9,064 8,344 9,135
Long term loans 3,676 4,069 6,202 6,202 6,202
Others 232 267 326 326 326
Total non-current liabilities 3,908 4,335 6,528 6,528 6,528
Non-controlling interest 3,036 4,062 4,332 4,592 4,934
Shareholder Equity 6,619 7,699 9,246 9,751 10,444

Cashflow Statements (SGD mn)

CFO

Operating profit 1,556 1,897 2,396 2,145 2,489
Adjustments 233 91 244 216 227
Cash from ops before WC changes 1,789 1,988 2,640 2,361 2,716
WC changes (1,101) (1,890) (1,448) 353 (307)
Cash generated from ops 688 99 1,192 2,714 2,409
Taxes paid, net (293) (343) (225) (556) (618)
Interest paid, net 56 21 39 (24) 8
Cashflow from ops 450 (224) 1,007 2,134 1,800
CFI

CAPEX, net (873) (876) (836) (509) (509)
Dividends from associates & investments 245 176 157 228 227
Investments in subs & associates (15) (558) (391) 0 0
Cashflow from investments (643) (1,258) (1,069) (281) (282)
CFF

Share issuance 74 99 82 0 0
Loans, net of repayments 2,300 809 2,331 0 0
Dividends to minority interests (130) (158) (212) (202) (211)
Dividends to shareholders & capital distribution (627) (724) (789) (833) (869)
Others (112) 248 (134) 0) 0
Cashflow from financing 1,504 275 1,277 (1,035) (1,080)
Net change in cash 1,311 (1,207) 1,215 818 438
CCE, end 4,245 3,020 4,055 4,874 5,312
Source: PSR
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Ratings History

Market Price Source: Bloomberg, PSR
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PSR Rating System

Total Returns Recommendation Rating
> +20% Buy 1
+5% to +20% Accumulate 2
-5% to +5% Neutral 3
-5% to -20% Reduce 4
<-20% Sell 5

Remarks

We do not base our recommendations entirely on the above quantitative return bands.
We consider qualitative factors like (but not limited to) a stock's risk rew ard profile, market
sentiment, recent rate of share price appreciation, presence or absence of stock price
catalysts, and speculative undertones surrounding the stock, before making our final
recommendation.
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Important Information

This publication is prepared by Phillip Securities Research Pte Ltd., 250 North Bridge Road, #06-00, Raffles City Tower, Singapore 179101
(Registration Number: 198803136N), which is regulated by the Monetary Authority of Singapore (“Phillip Securities Research”). By receiving or
reading this publication, you agree to be bound by the terms and limitations set out below.

This publication has been provided to you for personal use only and shall not be reproduced, distributed or published by you in whole or in part, for
any purpose. If you have received this document by mistake, please delete or destroy it, and notify the sender immediately. Phillip Securities
Research shall not be liable for any direct or consequential loss arising from any use of material contained in this publication.

The information contained in this publication has been obtained from public sources, which Phillip Securities Research has no reason to believe are
unreliable and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained in this publication are based
on such information and are expressions of belief of the individual author or the indicated source (as applicable) only. Phillip Securities Research
has not verified this information and no representation or warranty, express or implied, is made that such information or Research is accurate,
complete, appropriate or verified or should be relied upon as such. Any such information or Research contained in this publication is subject to
change, and Phillip Securities Research shall not have any responsibility to maintain or update the information or Research made available or to
supply any corrections, updates or releases in connection therewith. In no event will Phillip Securities Research or persons associated with or
connected to Phillip Securities Research, including but not limited its officers, directors, employees or persons involved in the preparation or
issuance of this report, (i) be liable in any manner whatsoever for any consequences (including but not limited to any special, direct, indirect,
incidental or consequential losses, loss of profits and damages) of any reliance or usage of this publication or (ii) accept any legal responsibility from
any person who receives this publication, even if it has been advised of the possibility of such damages. You must make the final investment
decision and accept all responsibility for your investment decision, including, but not limited to your reliance on the information, data and/or other
materials presented in this publication.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material are as of the date indicated and are subject to
change at any time without prior notice.

Past performance of any product referred to in this publication is not indicative of future results.

This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This publication should not be relied
upon exclusively or as authoritative, without further being subject to the recipient’'s own independent verification and exercise of judgment. The fact
that this publication has been made available constitutes neither a recommendation to enter into a particular transaction, nor a representation that
any product described in this material is suitable or appropriate for the recipient. Recipients should be aware that many of the products, which may
be described in this publication involve significant risks and may not be suitable for all investors, and that any decision to enter into transactions
involving such products should not be made, unless all such risks are understood and an independent determination has been made that such
transactions would be appropriate. Any discussion of the risks contained herein with respect to any product should not be considered to be a
disclosure of all risks or a complete discussion of such risks.

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of any product. Any decision to purchase any product
mentioned in this research should take into account existing public information, including any registered prospectus in respect of such product.

Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors,
employees or persons involved in the preparation or issuance of this report, may provide an array of financial services to a large number of
corporations in Singapore and worldwide, including but not limited to commercial / investment banking activities (including sponsorship, financial
advisory or underwriting activities), brokerage or securities trading activities. Phillip Securities Research, or persons associated with or connected to
Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved in the preparation or issuance of this
report, may have participated in or invested in transactions with the issuer(s) of the securities mentioned in this publication, and may have
performed services for or solicited business from such issuers. Additionally, Phillip Securities Research, or persons associated with or connected to
Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved in the preparation or issuance of this
report, may have provided advice or investment services to such companies and investments or related investments, as may be mentioned in this
publication.

Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors,
employees or persons involved in the preparation or issuance of this report may, from time to time maintain a long or short position in securities
referred to herein, or in related futures or options, purchase or sell, make a market in, or engage in any other transaction involving such securities,
and earn brokerage or other compensation in respect of the foregoing. Investments will be denominated in various currencies including US dollars
and Euro and thus will be subject to any fluctuation in exchange rates between US dollars and Euro or foreign currencies and the currency of your
own jurisdiction. Such fluctuations may have an adverse effect on the value, price or income return of the investment.

To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not
limited to its officers, directors, employees or persons involved in the preparation or issuance of this report, may at any time engage in any of the
above activities as set out above or otherwise hold a interest, whether material or not, in respect of companies and investments or related
investments, which may be mentioned in this publication. Accordingly, information may be available to Phillip Securities Research, or persons
associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved in the
preparation or issuance of this report, which is not reflected in this material, and Phillip Securities Research, or persons associated with or
connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved in the preparation or
issuance of this report, may, to the extent permitted by law, have acted upon or used the information prior to or immediately following its publication.
Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited its officers, directors,
employees or persons involved in the preparation or issuance of this report, may have issued other material that is inconsistent with, or reach
different conclusions from, the contents of this material.

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or
country where such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip
Securities Research to any registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.
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Section 27 of the Financial Advisers Act (Cap. 110) of Singapore and the MAS Notice on Recommendations on Investment Products (FAA-NO1) do

not apply in respect of this publication.

This material is intended for general circulation only and does not take into account the specific investment objectives, financial situation or
particular needs of any particular person. The products mentioned in this material may not be suitable for all investors and a person receiving or
reading this material should seek advice from a professional and financial adviser regarding the legal, business, financial, tax and other aspects
including the suitability of such products, taking into account the specific investment objectives, financial situation or particular needs of that person,
before making a commitment to invest in any of such products.

Please contact Phillip Securities Research at [65 65311240] in respect of any matters arising from, or in connection with, this document.

This report is only for the purpose of distribution in Singapore.

Management

Chan Wai Chee
(CEO, Research - Special Opportunities)

Joshua Tan
(Head, Research - Equities & Asset Allocation)

Contact Information (Singapore Research Team)

+65 6531 1231

+65 6531 1249
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