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The company actively expands into global regional markets, with Q1 net profit
attributable to shareholders of the company increasing by 57% year-on-year

China | Oil and Gas Extraction Services Industry |

PhillipCapital

overvi Accumulate
verview

China OQilfield (2883.HK) is mainly engaged in drilling work, providing oil and gas well CMP HK$6.67
technology, offshore work vessel services and transportation. China Oilfield Services Limited ~ (Closing price as of 26 Jul)
is the Asia's largest comprehensive oilfield service provider. Its services span all stages of ~ Target 7.51HKD (+12.6%)
offshore oil and gas exploration, exploitation and production. Its business is divided into four

major categories: geophysical acquisition and surveying services, drilling services, well =~ COMPANY DATA

services and marine support services. O/S SHARES (MN) : 4772
MARKET CAP (HKD bn) : 31.83
52 - WK HI/LO (HKD): 9.77/6.08

Company Performance review

The company's revenue in the first quarter of 2024 was 10.15 billion yuan (RMB, the same as
below), a year-on-year increase of 20.0%,; the net profit attributable to shareholders of listed
companies was 636 million yuan, a year-on-year increase of 57.3%, which mainly due to the
fact that the company proactively deployed global regional markets in the upswing phase of

SHARE HOLDING PATTERN, %

i ; - CNOOC Limited 50.53%

the industry, continued to strengthen core competitiveness, and leveraged the advantages

of a complete industrial chain to promote a year-on-year increase in the main workload and

revenue of each segment during the period. EPS was 0.13 yuan/share, a year-on-year

increase of 62.5%; weighted average net assets earnings ratio was 1.5%, a year-on-year

increase of 0.5 percentage points.

Main business analysis PRICE VS. HSI
10%

Drilling services %

The company is the largest offshore drilling contractor in China and one of the EZ

internationally well-known drilling contractors. It mainly provides relevant drilling and well -10%

. . . a1y . . . a1 . -15%
completion services such as jack-up drilling rigs, semi-submersible drilling rigs and land o

drilling rigs. At the end of 2023, the Company operated and managed a total of 60 drilling  -2s%

rigs (of which 46 are jack-up drilling rigs, and 14 are semi-submersible drilling rigs), etc. In igz

2023, revenue from drilling services amounted to 12,051.2 million yuan, a year-on-year G i et
increase of 16.6%. The “NH4” rig successfully installed the first shallow-water underwater —02883HK -~ Hang Seng Index
wellhead water injection tree in China, realizing the industrial application of the shallow-
water underwater wellhead water injection system; the “HYSY943” rig successfully
completed the operation of “new, excellent and fast” project, the first unmanned rig of KEY FINANCIALS [
CNOOC, speeding up 22.15%; the “KAI XUAN Yl HAO” rig successfully completed the A Tosr s mes s s
operation of a certain well section in the Bohai Sea, shattering a new record for the longest === B e
open-hole section in the Bohai Sea; the “HYSY982” rig successfully completed the drilling of 55 rce: company reports, Phillip Securities Est.
the first deepwater high-pressure development well of CNOOC; the “China Merchants
Hailong 7” rig completed the operation of a high-value well in the Americas with high
standards.

Source: Phillip Securities (HK) Research
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As of 31 March 2024, affected by the off-lease drilling rig, the operating days of drilling rigs
of the company amounted to 4,388 days, representing a decrease of 77 days or 1.7% as
compared with the same period last year, among which the operating days of jack-up drilling
rigs amounted to 3,420 days, representing a decrease of 2.6% as compared with the same
period last year, and the operating days of semi-submersible drilling rigs amounted to 968
days, representing an increase of 1.6% as compared with the same period last year. The
calendar day utilization rate of drilling rigs remained stable as compared with the same
period last year, among which the calendar day utilization rate of jack-up drilling rigs was
80.2% and the calendar day utilization rate of semi-submersible drilling rigs was 76.0%.
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Well services

The company is the main provider of China offshore well services together with the
provision of onshore well services. The company provides professional well services,
including but not limited to logging, drilling & completion fluids, directional drilling,
cementing, well completion, well workover, stimulation, etc. In 2023, revenue from
well services amounted to 25,717.5 million yuan, a year-on-year increase of 31.4%.
The company has achieved leaping development of self-developed” Xuanji” high-end
drilling technical equipment, and further realized the large-scale marine application,
achieving more than 1,700 well times and accumulated footage of over 1.6 million
meters, and the good run ratio was improved to 95.11%.

Marine support services

The company operates and manages the largest offshore operation fleet with the
most comprehensive functions in China. The company can provide comprehensive
support and services, including anchor handling for different water level, towing of
drilling rigs/engineering barges, offshore transportation, oil/gas field standby,
firefighting, rescue, oil spill assisting, for offshore oil and gas exploration,
development, construction and oil/gas field production, etc. In 2023, revenue from
marine support services amounted to 3,938.8 million yuan, a year-on-year increase of
5.9%.

As of 31 March 2024, the operation and management of vessels under the marine
support services of the Company amounted to 172 vessels in total and the operating
days in current period amounted to 14,227 days, representing an increase of 532
days or 3.9% as compared with the same period last year. Among which, 12 LNG
powered vessels operate in Bohai Sea and South China Sea and the operating days in
the first quarter amounted to 1,014 days. It is expected to reduce 12,000 tons of
carbon emissions every year. The calendar day utilization rate of self-owned vessels
increased by 1.0 percentage points as compared with the same period last year.

Geophysical acquisition and surveying services

The Company is a major supplier for China offshore geophysical acquisition and
surveying services and a solid competitor and a provider of effective and high quality
service in the global geophysical exploration. At the end of 2023, the Company owns
5 towing streamer vessels, 4 submarine seismic vessels, 4 integrated marine
surveying vessels and 2 support vessels for operation in deep water. Services for
clients include but not limited to providing services of wide azimuth, broadband, high
density seismic acquisition services, ocean bottom cable and ocean bottom node
multi-component seismic acquisition services, as well as integrated offshore
surveying services.

As of 31 March 2024, with the impact of time schedule of operating, the 2D
acquisition operation volume was 4,043 kilometers, representing a decrease of 7,960
kilometers as compared with the same period last year; the 3D acquisition operation
volume was 6,696 square kilometers, representing an increase of 5,585 square
kilometers as compared with the same period last year, which was mainly due to the
increase in overseas operations. The ocean bottom operation volume was 241 square
kilometers, representing an increase of 15.3% as compared with the same period last
year.

Valuation and recommendation

Crude oil prices had been at volatile highs in the past year. OPEC+ agreed in June to
cancel voluntary production cuts gradually after the third quarter while retaining
other restrictive measures. According to the STEO in July, EIA now expects the
average brent crude oil spot price will be US$86.37 and US$88.38 per barrel in 2024
and 2025 respectively, US$87.97 per barrel in the third quarter of 2024, and
USS$89.64 per barrel in the fourth quarter of 2024. In July, the International Energy
Agency (IEA) forecasts the oil demand growth of 2024 will be 970,000 barrels/day,
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almost the same as last month. And the oil demand growth of 2025 is expected to be
980,000 barrels/day, decreasing 50,000 barrels/day from the previous forecast.
According to S&P Global's "Global Upstream Capital Expenditure Research Report",
global upstream exploration and development capital expenditures was US$565.2
billion in 2023, a year-on-year increase of 10.75%. Among them, offshore oilfield
capital expenditure was US$163.8 billion, a year-on-year increase of 13.43%. China
Qilfield expects capital expenditures in 2024 will be approximately RMB 7.4 billion,
which will be mainly used for equipment investment and upgrading, technical
equipment upgrading, technology research and development investment and base
construction.

According to Spears & Associates' "Qilfield Services Market Report", the global oilfield
services industry market value was US$306.3 billion in 2023, a year-on-year increase
of 12.40%. It is expected that the global oilfield services industry market value will
continue to grow in 2024. Domestically, according to the "Guiding Opinions on
Energy Work in 2024" issued by the National Energy Administration, the oil and gas
industry will conduct in-depth research on implementation of the medium- and long-
term oil and gas development strategy of increasing reserves and production,
increase efforts of oil and gas exploration and development, promote stable
production of old oil fields, accelerate the construction of new areas and strengthen
the construction of oil and gas production capacity in the key areas of "two deep
areas, unconventional and stable production of mature oil fields ", it is predicted that
the domestic oilfield service market will continue to maintain a continuous upward
trend. Generally speaking, it is conducive to the development of China Oilfield
businesses.

Figurel: Oil price

88 -

7B 1

T3

&8 +
2307 23-08 2308 2310 2311 2312 24-01 24-02 24-03 24-04 24-05 24-08

e N MEX WTIETIH]  —— ICERRSH

Resources : Wind, PSHK

We predict that the company's revenue will be 48.52 billion yuan, 52.40 billion yuan,
and 56.59 billion yuan in 2024-2026 respectively, with a compound annual growth
rate of 8.7%, earnings per share EPS of 0.79/0.90/0.98 yuan, and BVPS of 9.3 yuan
and 10.0 yuan and 10.7 yuan, corresponding to P/B of 0.67x/0.62x/0.58x. The impact
of the off-lease drilling rig is a short-term factor, and the impact will decrease
gradually in the future. The company's net profit attributable to shareholders
increased by 57% year-on-year, and its profitability has increased. We are optimistic
about the company's development in 2024 and give the company a P/B of 0.75 times
in 2024, with a target price of HK$7.51 and an "Accumulate” rating. (Current price as
of July 26)
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Risk factors
Crude oil price fluctuations, geopolitical conflicts, and corporate capital expenditures

exceeded expectations.

* The analyst has a financial interest in the listed corporation covered in this report.
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Consolidated Statement of Profit or Loss

Dec Y/E, RMBE mn FY22 FY23 FY24E FY25E FY26E
Revenue 35658.9 44108.6 4851956 52401.0 565931
Sales surtaxes -48.8 -66.4 -69.7 -15.3 -81.3
Revenue, net of sales surtaxes 356101 440422 484498 523258 56511.8
Total operating expenses -33228.9 -39496.7 -43139.9 -46206.0 -49789.3
Other income 342.2 309.7 309.7 309.7 309.7
Total Operating profit 27234 48552 5619.6 64295 70323
Exchange (losses)/gains, net 565.8 -371 -37 A1 =371 =371
Finance costs 177 -996.8 -1076.9 -1163.1  -1256.1
Interest income 123.4 181.1 191.0 206.3 2228
Investment income 16.3 15.0 121 10.5 8.5

Gains arising from financial assets at fair value through

profit or loss 65.3 71 90.4 97.7 105.5
Share of profits of an associate and joint ventures, net of tax 287.6 178.3 2937 3172 3426
Other gains and losses, net -23.2 -24.0 -29.0 -31.3 -33.8
Profit Before Tax 29815 42429 50639  5829.7 63846
Income tax expense (482.3)  (960.2) (10674) (1362.4) (1471.4)
Net income attributable to shareholders 23587 30133  37H66 42885 46675
EPS(RMB) 0.49 0.63 0.79 0.90 0.98
DP S{HKD) 0.7 0.23 0.28 0.32 0.36
Dividend payout ratio 32.4% 33.3% 33.3% 33.3% 33.3%
Weiahted shares outstandina 47716 47716 47716 47716 47716
Key Financial Data

Dec Y/E FY22 FY23 FY24E  FY25E  FY26E
Valutation Ratio

PIE ratio 12.5 9.8 7.9 6.9 6.3
Dividend Yield, % 2.6% 34% 4.2% 4.8% 5.2%
Per share data(RMB)

EPS 0.49 0.63 0.79 0.90 0.98
BVPS 8.3 8.7 9.3 10.0 10.7
DPS({HKD) 017 0.23 0.28 0.32 0.36
Growth & Margin

Growth

Revenue Growth 221% 23.7% 10.0% 8.0% 8.0%
Operating Profit Growth 76.7% 78.3% 15.7% 14.4% 9.4%
Net Profit Growth 653.2%  27.8% 24.7% 14.2% 8.8%
Margin

Operating Profit Margin 7.6% 11.0% 11.6% 12.3% 12.4%
Net Profit Margin 6.6% 6.8% 7.7% 8.2% 8.2%
Key Ratios

ROE 6.0% 7.2% 8.5% 9.0% 9.2%
ROA 31% 3.6% 4.3% 4.7% 4.9%
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Consolidated Statement of Financial Position

Dec Y/E, RMB mn FY22 FY23 FY24E  FY25E FY26E
Current assets

Inventories 25268 23396 25902 27750 29909
Accounts receivable 141752 141252 155528 16797.0 181408
Cash and cash equivalents 3561.7 59775 5871.0 5679.1 4790.7
Others TB44.0 78278 78331 8165.7  8106.6
Total current assets 281097 302701 318470 334168 340291
Non-current assets

PPE 454939 503855 518295 545868 58295.8
Others 35571 25902 29178 32705 3603.4
Total current assets 49051.0 529757 547473 578574 619021
Total Assets 771607 632458 865943 912742 959312
Current liabilities

Accounts and bills payables 116291 143392 15379.7 164728 177503
Bank borrowings 35157 29655 25241 20080 41693
Borrowings from related parties 24376 24789 28877 32964 42964
Other borrowings 1708.2 19454 1840.8 1867.0  2023.0
Others 2000.3 1635.6 16204 1605.3 1650.2
Total current liabilities 212919 233646 242528 252496 298292
Non-current liabilities

Bank borrowings 169.0 167.4 1674 1674 194.7
Borrowings from related parties 2196.3 26490 26490 25077 27164
Other borrowings 12936 24342 30963 39651  4848.0
Others 12234.0 123845 116401 11078.6 6575.3
Total non-current liabilities 15892.9 176251 175428 177088 143344
Total liabilities 371848 409897 417956 429584 441636
Equity attributable to equity holders of the Company 394092 416430 441945 475311 508448
MNon-controlling interests 566.8 6131 604.3 7847 922.8
Total equity 39976.0 422561 447987 483158 517676
Total liabilities and equity 771607 632458 865943 912742 95931.2

Consolidated Statement of Cash Flow

Dec Y/E, RMB mn FY22 FY23 FY24E  FY25E  FY26E

CFO 6898.9 130917 105551 117041  13176.0
Profit before taxation 29815 42429 50639 58297 63846
Change in working capital 6608  2646.8 -662.4 -409.5 -371.2
Others 4578.2 62021 61537 62839  T1627
CFI -3732.6  -74572  -75731  -8663.7 -10616.7
Purchase of PP&E -4136.3  -92944  -7498.3 93293 -109174
Others 4036  1637.2 -74.8 665.6 300.7
CFF -4867.9 -32838 -3088.6 -32323 34477
Cash paid for distribution of dividends -865.7 9535 10020 12492 14261
Cash received from financing 55175 34940 36433 35686 48326
Others -9519.7  -58243 57298 55516 68542
Net increase in cash and cash equivalents 17017 23507 -106.5 -191.9 -8868.4
Cash and cash equivalents at 31 December 35617 89775 58710 BBT91 47907

Current Price as of: 26 Jul
Source : PSHK Est.
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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 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.
© 2024 Phillip Securities (Hong Kong) Limited
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