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Malaysia Oil & Gas
Revisiting the OSV sub-segment

Maintain NEUTRAL on OSV sub-segment

We visited Keyfield’s (KEYFIELD MK, CP: MYR2.39, Not Rated) Wisdom and
Falcon OSVs, which are undergoing periodical maintenance in the Labuan
Shipyard & Engineering (LSE) yard. Post-visit, we remain NEUTRAL on the
OSV sub-segment operating in the MY O&G space as we think that the OSV
DCR supercycle may be coming to an end soon. While we think that DCRs
will remain elevated due to vessel supply tightness, the lack of certainty
on DCR growth going into 2025E may shy investors away from this space.
In the O&G sector, we are selective and prefer the i) defensive mid-stream
space; and ii) FPSO names. Dialog and BArmada are our top BUYs.

DCRs may peak soon albeit elevated, as supply is tight

We expect daily charter rates (DCR) to peak soon for some OSV players as:
i) end-clients are negotiating for more “stable & sustainable rates”; and
ii) the Malaysia O&G industry may face reduced activities due to
potentially lower PETRONAS capex in 2025E. However, for companies that
have managed to secure contract renewals under the PETRONAS POV
(Production Operation Vessel) program, they should still see a slight
increase in realised DCRs YoY in 2025E. We also highlight that vessel supply
is also tight currently, with minimal newbuilds in the market due to
difficulties in raising financing due to ESG-driven restrictions.

Aging Malaysian OSV fleet is a key concern

80% of Malaysian vessels would be >12 years in age in 2025, based on MOSVA
(Malaysia OSV Owners’ Association) data, according to an article in The
Edge (link) last year. Many vessels will soon reach 20 years of age and they
will be deemed obsolete, as PETRONAS has limited the age of OSVs to 20
years (extended from 15 years old in 2022) in its tender requirements.
Other than Keyfield, no other Malaysian-listed OSV players are actively
building new vessels. The long-term security of OSV supply for PETRONAS/
Malaysian PACs (Petroleum Arrangement Contractors) is a key concern, in
our view.

Safina P2 can help address security of vessel supply

The industry had expected the Safina Phase 2 (a build-to-operate program)
tender to open in 3Q24, but our checks have indicated that it has been
delayed to a later date, likely to be in 2Q25E. The total estimated awards
range from the teens to more than 20 vessels. We think this would enable
PETRONAS to secure vessels security. However, a newbuild process may
take 18-24 months before they are fully constructed and ready to deploy.

@ Maybank

Investment Bank

POSITIVE ...

Analyst

Jeremie Yap
(603) 2297 8688
jeremie.yap@maybank-ib.com
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code (USD'm) (LC) (LC) (%) 24E 25E 24E 25E 24E 25E
MISC MISC MK 7,064 Hold 7.12 8.09 18 15.4 12.9 0.8 0.8 5.1 5.1
Dialog Group DLG MK 2,359 Buy 1.88 2.97 60 22.1 14.9 2.3 1.7 1.5 2.0
Yinson Holdings YNS MK 1,881 Buy 2.64 4.78 81 8.2 15.5 1.4 1.4 0.8 1.5
Bumi Armada BAB MK 870 Buy 0.66 0.71 8 4.0 5.1 0.6 0.5 0.0 0.0
Velesto Energy VEB MK 301 Buy 0.17 0.20 20 7.7 8.3 0.5 0.5 2.6 2.4
Wasco WSC MK 205 Buy 1.19 1.47 23 5.3 8.1 1.1 1.0 2.8 1.9
Icon Offshore ICON MK 133 Hold 0.96 1.00 4 68.2 9.6 1.7 1.5 0.0 2.1
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Direction of charter rates

Realised daily charter rates may peak soon for some
players

We expect daily charter rates (DCR) to peak soon for some OSV players as:
i) end-clients are negotiating for more “stable & sustainable rates”; and ii)
the Malaysia 0&G industry may face reduced activities due to potentially
lower PETRONAS capex in 2025E.

However, for companies that have managed to secure contract renewals
under the PETRONAS POV (Production Operation Vessel) program for 3+2
years, they should still be able to see a slight increase in realised DCR YoY
in 2025E.

In our coverage universe, we think Icon Offshore (ICON MK, HOLD, TP:
MYR1.00) would enjoy higher realised DCR in 2025E, but for a very different
reason - due to a low base and a more robust management team.

Though peak-ish, DCRs will stay elevated due to tight
market supply

Based on our understanding, contracts in the market by oil majors are now
skewed towards longer-term charters, i.e. 12-36 months, likely due to the
security of supply. This may help some OSV names to sustain their level of
financial performance, where revenue from longer utilisation rates could
more than offset potentially lower realised DCRs.

Our ground checks have also indicated that vessel supplies are tight, with
minimal newbuilds in the market currently due to difficulties in raising
financing due to ESG-driven restrictions, limiting loans for non-renewable
energy projects. We understand that banks are generally more open to
financing newbuilds with locked LT contracts backed by reliable oil majors,
in which such jobs (LT contracts from oil majors) is not a norm at the
moment. A newbuild process may take 18-24 months before they are fully
constructed and ready to be deployed.

Aging Malaysian OSV fleet is a concern

“80% of Malaysian vessels are >12 years of age”

80% of Malaysian vessels are >12 years in age in 2025, based on MOSVA
(Malaysia OSV Owners’ Association) data, according to The Edge (link). Many
vessels will soon reach 20 years of age and they will be deemed obsolete,
as PETRONAS has limited the age of OSVs to 20 years (extended from 15
years old in 2022) in its tender requirements.

For example, we estimate that Perdana Petroleum and Icon Offshore’s
average fleet age are 14 years and 13 years respectively. The long-term
security of OSV supply for PETRONAS/Malaysian PACs is a key concern, in
our view.

From our observation, other than Keyfield, no other Malaysian-listed OSV
players are actively building new vessels.
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Safina Phase 2 should address vessel supply security
concern

The industry had expected the Safina Phase 2 (a build-to-operate program)
tender to open in 3Q24, but our checks have indicated that it has been
delayed to a later date, likely to be in 2Q25E. The awards range from the
teens to more than 20 vessels, according to The Edge article (link). We think
that this would enable PETRONAS to secure vessel security-in the future,
encouraging newbuilds via long-term programs while lowering the industry
average fleet age. It is important to also note that a newbuild may take 18-
24 months before they are fully constructed and ready to be deployed.

Our take

Overall NEUTRAL on the OSV sub-sector

Overall, we are neutral on the Malaysia OSV sub-sector as we think that the
OSV supercycle may be coming to an end soon. While we think that DCRs
will remain elevated due to the vessel supply tightness environment, the
lack of certainty on DCR growth going into 2025E may shy investors away
from this sub-sector.

Icon Offshore is the only OSV proxy in our coverage. We have a HOLD call
with a TP of MYR1.00, pegged to 10x FY25E EPS and we think that most of
the positives are already in the price. The stock is a HOLD due to valuation,
now trading at just 9.5x FY25E PER and 1.3x FY25E PBV; a re-rating catalyst
will be a higher-than-expected O&G capex spending in Malaysia, which will
support the continuity of the OSV sub-sector’s DCR upcycle.

Site visit to Keyfield Wisdom and Keyfield
Falcon

Many OSVs in sight, due to seasonal monsoon

During our visit, we saw many OSVs in the Labuan Shipyard & Engineering
(LSE) yard and Labuan anchorage location, some of which are owned by
companies such as Sealink (SELI MK, CP: MYRO0.30, Not Rated), Perdana
Petroleum (PETR MK, CP: MYRO0.24, Not Rated) and Nam Cheong (NCL SP,
CP SGD0.40, Not Rated). We opine that these companies are taking the
opportunity to either dry-dock or undertake periodical maintenance of their
vessels during the annual monsoon season (in 4Q and 1Q of the calendar
year) as offshore activities are relatively lower during this period.

Keyfield Wisdom - accommodation work barge

Keyfield Wisdom (formerly known as Blooming Wisdom), is a 123-metre long
8-point mooring accommodation work barge which is owned and operated
by Keyfield. Keyfield took delivery of Wisdom in April 2023 which is now
chartered to Sarawak Shell/Sabah Shell on a 3-year contract. It is a unique
vessel within the Malaysian OSV space with a 2,220 sqm of deck space,
300MT crane and a helideck. It is only 1 out of 2 in Malaysia with such large
capacity.
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Figure 1: Keyfield Wisdom

Source: Company

4.3 Keyfield Falcon - accommodation work boat

Keyfield Falcon is an 80-metre long Dynamic Positioning 2 (DP2)
Accommodation Work Boat (AWB). First delivered in 2017 and owned by
Keyfield since January 2021, it can accommodate a maximum of 200 person
on board. It is currently berthed at Labuan anchorage while undertaking
annual maintenance and is awaiting to be deployed to the next charter.
Keyfield Falcon is unique as it has a diesel-electric hybrid propulsion
system, resulting in less fuel consumption while emitting less sulphur oxide
and carbon dioxide, making it environmentally friendlier.

Figure 2: Keyfield Falcon

Source: Company
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APPENDIX I: TERMS FOR PROVISION OF REPORT, DISCLAIMERS AND DISCLOSURES

DISCLAIMERS

This research report is prepared for general circulation and for information purposes only and under no circumstances should it be considered or intended as an offer to sell or a solicitation
of an offer to buy the securities referred to herein. Investors should note that values of such securities, if any, may fluctuate and that each security’s price or value may rise or fall. Opinions
or recommendations contained herein are in form of technical ratings and fundamental ratings. Technical ratings may differ from fundamental ratings as technical valuations apply different
methodologies and are purely based on price and volume-related information extracted from the relevant jurisdiction’s stock exchange in the equity analysis. Accordingly, investors’ returns
may be less than the original sum invested. Past performance is not necessarily a guide to future performance. This report is not intended to provide personal investment advice and does
not take into account the specific investment objectives, the financial situation and the particular needs of persons who may receive or read this report. Investors should therefore seek
financial, legal and other advice regarding the appropriateness of investing in any securities or the investment strategies discussed or recommended in this report.

The information contained herein has been obtained from sources believed to be reliable but such sources have not been independently verified by Maybank Investment Bank Berhad, its
subsidiary and affiliates (collectively, “Maybank IBG”) and consequently no representation is made as to the accuracy or completeness of this report by Maybank IBG and it should not be
relied upon as such. Accordingly, Maybank IBG and its officers, directors, associates, connected parties and/or employees (collectively, “Representatives”) shall not be liable for any direct,
indirect or consequential losses or damages that may arise from the use or reliance of this report. Any information, opinions or recommendations contained herein are subject to change at
any time, without prior notice.

This report may contain forward looking statements which are often but not always identified by the use of words such as “anticipate”, “believe”, “estimate”, “intend”, “plan”, “expect”,
“forecast”, “predict” and “project” and statements that an event or result “may”, “will”, “can”, “should”, “could” or “might” occur or be achieved and other similar expressions. Such
forward looking statements are based on assumptions made and information currently available to us and are subject to certain risks and uncertainties that could cause the actual results to
differ materially from those expressed in any forward looking statements. Readers are cautioned not to place undue relevance on these forward-looking statements. Maybank IBG expressly
disclaims any obligation to update or revise any such forward looking statements to reflect new information, events or circumstances after the date of this publication or to reflect the
occurrence of unanticipated events.

Maybank IBG and its officers, directors and employees, including persons involved in the preparation or issuance of this report, may, to the extent permitted by law, from time to time
participate or invest in financing transactions with the issuer(s) of the securities mentioned in this report, perform services for or solicit business from such issuers, and/or have a position or
holding, or other material interest, or effect transactions, in such securities or options thereon, or other investments related thereto. In addition, it may make markets in the securities
mentioned in the material presented in this report. One or more directors, officers and/or employees of Maybank IBG may be a director of the issuers of the securities mentioned in this
report to the extent permitted by law.

This report is prepared for the use of Maybank IBG’s clients and may not be reproduced, altered in any way, transmitted to, copied or distributed to any other party in whole or in part in any
form or manner without the prior express written consent of Maybank IBG and Maybank IBG and its Representatives accepts no liability whatsoever for the actions of third parties in this
respect.

This report 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. This report is for distribution only under such circumstances as may be permitted by applicable law.
The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of investors. Without prejudice to the foregoing, the reader is to note that additional
disclaimers, warnings or qualifications may apply based on geographical location of the person or entity receiving this report.

Malaysia

Opinions or recommendations contained herein are in the form of technical ratings and fundamental ratings. Technical ratings may differ from fundamental ratings as technical valuations
apply different methodologies and are purely based on price and volume-related information extracted from Bursa Malaysia Securities Berhad in the equity analysis.

Singapore

This report has been produced as of the date hereof and the information herein may be subject to change. Maybank Research Pte. Ltd. (“MRPL”") in Singapore has no obligation to update
such information for any recipient. For distribution in Singapore, recipients of this report are to contact MRPL in Singapore in respect of any matters arising from, or in connection with, this
report. If the recipient of this report is not an accredited investor, expert investor or institutional investor (as defined under Section 4A of the Singapore Securities and Futures Act 2001),
MRPL shall be legally liable for the contents of this report.

Thailand

Except as specifically permitted, no part of this presentation may be reproduced or distributed in any manner without the prior written permission of Maybank Securities (Thailand) Public
Company Limited. Maybank Securities (Thailand) Public Company Limited (“MST”) accepts no liability whatsoever for the actions of third parties in this respect.

Due to different characteristics, objectives and strategies of institutional and retail investors, the research products of MST Institutional and Retail Research departments may differ in either
recommendation or target price, or both. MST reserves the rights to disseminate MST Retail Research reports to institutional investors who have requested to receive it. If you are an
authorised recipient, you hereby tacitly acknowledge that the research reports from MST Retail Research are first produced in Thai and there is a time lag in the release of the translated
English version.

The disclosure of the survey result of the Thai Institute of Directors Association (“I0OD”) regarding corporate governance is made pursuant to the policy of the Office of the Securities and
Exchange Commission. The survey of the IOD is based on the information of a company listed on the Stock Exchange of Thailand and the market for Alternative Investment disclosed to the
public and able to be accessed by a general public investor. The result, therefore, is from the perspective of a third party. It is not an evaluation of operation and is not based on inside
information. The survey result is as of the date appearing in the Corporate Governance Report of Thai Listed Companies. As a result, the survey may be changed after that date. MST does
not confirm nor certify the accuracy of such survey result.

The disclosure of the Anti-Corruption Progress Indicators of a listed company on the Stock Exchange of Thailand, which is assessed by Thaipat Institute, is made in order to comply with the
policy and sustainable development plan for the listed companies of the Office of the Securities and Exchange Commission. Thaipat Institute made this assessment based on the information
received from the listed company, as stipulated in the form for the assessment of Anti-corruption which refers to the Annual Registration Statement (Form 56-1), Annual Report (Form 56-2),
or other relevant documents or reports of such listed company. The assessment result is therefore made from the perspective of Thaipat Institute that is a third party. It is not an assessment
of operation and is not based on any inside information. Since this assessment is only the assessment result as of the date appearing in the assessment result, it may be changed after that
date or when there is any change to the relevant information. Nevertheless, MST does not confirm, verify, or certify the accuracy and completeness of the assessment result.

us

This third-party research report is distributed in the United States (“US”) to Major US Institutional Investors (as defined in Rule 15a-6 under the Securities Exchange Act of 1934, as amended)
only by Wedbush Securities Inc. (“Wedbush”), a broker-dealer registered in the US (registered under Section 15 of the Securities Exchange Act of 1934, as amended). All responsibility for the
distribution of this report by Wedbush in the US shall be borne by Wedbush. This report is not directed at you if Wedbush is prohibited or restricted by any legislation or regulation in any
jurisdiction from making it available to you. You should satisfy yourself before reading it that Wedbush is permitted to provide research material concerning investments to you under relevant
legislation and regulations. All U.S. persons receiving and/or accessing this report and wishing to effect transactions in any security mentioned within must do so with: Wedbush Securities
Inc. 1000 Wilshire Blvd, Los Angeles, California 90017, +1 (646) 604-4232 and not with the issuer of this report.
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This document is being distributed by Maybank Securities (London) Ltd (“MSUK”) which is authorized and regulated, by the Financial Conduct Authority and is for Informational Purposes only.
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the recipients convenience only, and that the firm does not take any responsibility for its comments or accuracy, and that access to such links is at the individuals own risk. Nothing in this
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