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Anton Oilfield Service (3337. HK)
Earnings guidance of 2014 lacks highlights

HONG KONG | OIL&GAS SERVICE | COMPANY RESULTS

« Recently, Antonoil published the earnings guidance for the year of 2014.
Antonoll is expected to see a slight increase of revenue in 2014, but it
still bears relatively big cost pressure because of the increase of
manpower, depreciation and interest cost due to the human resource,
equipment, and funds reserved in advance by the company for the sake
of long term development. Besides, calling of accounts receivable will
promote significant improvement of the operating cash flow in the
second half of the year in comparison with that in the first half of the
year.

« The guidance has a positive view of the industry development
prospects. Antonoil believes, the domestic demand for natural gas will
continue increasing, and the overseas market business will continue
keeping high speed growth, so in the long run, the revenue will still hold
a high-speed increase. At the same time, the net profit margin will
fluctuate in a short term due to changes of the market, but in the long
run, along with the increase of capacity utilization rate, the net profit
margin is expected to come back to the previous normal level.

e« The declining of newly added orders and orders in hand makes the
operation of Antonoil face a severe test, and the duration of the negative
impact of the anti-corruption campaign on the company is longer than
we have expected. We expect that, in the next half year PetroChina will
continue to slow down its release of land oil service orders to private oil
service companies, and Antonoil needs to increase efforts to obtain oil
and gas services orders from other pipelines, but overall sluggish
situation of orders in 2014 has already been established.

How we view this
The company's earnings guidance of 2014 also lacks more highlights, and
the market reflection is neutral. In addition, the orders of Antonoil in the
second quarter are disappointing, furthermore, the negative impact of the
anti-corruption campaign on the upstream capital expenditure of PetroChina
still continues. In the aspect of industry competition structure, though the
announcement of the Big Tiger case has eliminated some uncertainties and
made the market activity increased, the oil and gas services companies are
still facing the challenges brought about by the new interest structure
dividing.

Investment Action

Because of reform of state-owned enterprises, internal cost control, and
implementation of marketization of major oil companies, it is difficult for
Antonoil to get rid of the difficulty in a short term. We cut its 12m TP to
HK$2.2, giving a “Neutral” rating.

Key Financial Summary
FYE

1A 124 13A  1M4E 15E
Revenue (EME mn) 1,268 2,005 2533 2,720 3,119
Met Profit, adj. (RME mn) T 303 382 160 250
EPS, adj. (RME) 0.04 0.14 0.18 0.07 0.11
PE (X),ad;. 28.00 2287 2044 2384 1626
BVPS (RMB) 0.770 0.970 1.080 1.180 1.260
RE (¥) 1.45 3.37 3.47 1.51 1.38
DPS (FEMB) 0.02 0.05 0.07 0.02 0.03
Div. Y ield (%) 1.79% 1.53% 1.90% 1.15% 1.72%

Source: Bloomberg, Antonoil
*A [l multiples & yields based on historical price and current market price
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FYE Fy09 Fy10 Fy11 Fy12 FY13 FY14E FY15E
Valuation Ratios

FE (), adj. 58.00 18.87 23.00 2287 20.44 23.54 1528

B (X} 1.83 1.58 1.45 337 347 1.51 1.38
EV/EBITOA (), adj. 18.86 747 8.186 5186 12.35 17.89 12.88

Dividend “ield (%) 0.35% 1.75% 1.75% 1.53% 1.80% 1.15% 1.72%
Per share data (RME)

EFS, reported 0.02 0.06 0.04 014 0.18 0.07 0.11

EFS, adj. 0.02 0.06 0.04 014 0.18 0.07 0.11

oPs 0.01 0.02 0.02 0.05 0.07 0.02 0.03

BVPS 0.730 0.720 0770 0.970 1.060 1.150 1.260
Growth & Margins (%)

Growth

Revenue r.a. 37.83% 32.39% 50 25% 25.33% 7.38% 14.67%
Operating profit n.a. 314.25% 22.76% 123.60% 43.72% -22.50% 25.17%
EBT n.a. 273.68% -20.42% 22478% 33.51% -43.57% 34.13%
Met Income, adj. mn.a. 265.63% -34.18% 293.51% 26.07% -58.12% 56.25%
Margins

Operating margin 5.07% 15.25% 14.14% 15.85% 15.34% 168.20% 17.70%
Met praofit margin 4 64% 12.30% 6.12% 15.11% 15.08% £ 88% 8.02%
Key Ratios

ROE (%) 2. 11% 7.47% 472% 14.74% 16.76% 16.45% 19.93%
ROA (%) 1.72% 5.86% 3.30% 8.43% 5.41% 6.12% 7.559%
Met Debt/{ Cash) net cash i net cash net cash S H 835 650
Met Gearing () net cash 0.45% net cash net cash 24.50% 23.78% 21.20%
Income Statement (RMB mn)

Revenue G600 051 1,250 2,005 2533 2720 3118
Operating profit 35 145 178 398 E72 441 g52

EET 38 142 113 35T 450 252 334

Tax 1 18 21 50 ar 70 64
Tax rate 2.63% 11.27% 18.68% 13.82% 17.76% 27.76% 19.00%
Profit for the year 38 126 o1 38 403 182 274
Minarity interests G 9 14 15 21 22 24
Met profit 32 M7 ir 303 382 160 250
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Ratings History
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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

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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PHILLIP RESEARCH STOCK SELECTION SYSTEMS

Total Return Recommendation Rating Remarks

>+20% Buy 1 >20% upside from the current price
+5% to +20% Accumulate 2 +5% to +20%upside from the current price
-5% to +5% Neutral 3 Trade within + 5% from the current price
-5% to -20% Reduce 4 -5% to -20% downside from the current price

<-20% Sell 5 >20%downside from the current price

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 reward 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

GENERAL DISCLAIMER

This publication is prepared by Phillip Securities (Hong Kong) Ltd (“Phillip Securities”). By receiving or reading this publication, you agree to be bound by the
terms and limitations set out below.

This publication shall not be reproduced in whole or in part, distributed or published by you for any purpose. Phillip Securities 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 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 only. Phillip Securities has not verified this information and no representation or warranty, express or implied, is made that such
information or Research is accurate, complete 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 shall not have any responsibility to maintain the information or Research made available or to supply any
corrections, updates or releases in connection therewith. In no event will Phillip Securities be liable for any special, indirect, incidental or consequential
damages which may be incurred from the use of the information or Research made available, even if it has been advised of the possibility of such damages.

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.

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 financial adviser regarding 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.

This publication should not be relied upon 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 a security. Any decision to purchase securities mentioned in
this research should take into account existing public information, including any registered prospectus in respect of such security.

Disclosure of Interest

Analyst Disclosure: Neither the analyst(s) preparing this report nor his associate has any financial interest in or serves as an officer of the listed corporation
covered in this report.

Firm’s Disclosure: Phillip Securities does not have any investment banking relationship with the listed corporation covered in this report nor any financial
interest of 1% or more of the market capitalization in the listed corporation. In addition, no executive staff of Phillip Securities serves as an officer of the listed
corporation.

Availability

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 to any
registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.

Information contained herein is based on sources that Phillip Securities (Hong Kong) Limited (“PSHK”) believed to be accurate. PSHK does not bear
responsibility for any loss occasioned by reliance placed upon the contents hereof. PSHK (or its affiliates or employees) may have positions in relevant

investment products. For details of different product's risks, please visit the Risk Disclosures Statement on http://www.phillip.com.hk.
© 2014 Phillip Securities (Hong Kong) Limited
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