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Oil Tankers SELL Disappointing Winter Market 
 

Although we cannot rule out another dead cat bounce, 

this year’s winter market has been disappointing. As we 

predicted, VLCC spot rates peaked at $32k/d, and 

volatility created opportunities for the attentive investor. 

However, oil tanker spot rates have averaged $11.7k/d 

QTD vs our forecast of $13.4k/d, with lower net supply 

growth (0.3% q/q vs 1.0%) offset by even lower implied 

demand growth vs our forecast (4.8% vs 7.1%). We 

downgrade the sector from HOLD to SELL as we see 

further downside risk to share prices and asset values 

ahead of the inflection point in mid-‘18E.  
 

Peer overview: We estimate an average peer P/NAV of 1.0 with a 

range from 0.5 (GNRT) to 1.5 (FRO). EV/EBITDA peer avg. in 

2018E is 25x, and we are currently 30% below consensus on 

realized TCE rates for the year we believe to represent the trough. 

Further, we forecast peer avg. EV/EBITDA of 11x in ‘19E and 6x 

in ‘20E, and FCF yields to range from 15% to 34% towards the 

latter part of this decade.  
 

Key investment opportunities: We have mainly SELL 

recommendations on our coverage due to our fundamental view of 

lower earnings and asset values by mid-18E. We see the largest 

downside in TNK (-73%) due to a stretched balance sheet and 

liquidity concerns. Our only HOLD recommendation is NAT 

which has fallen 63% since our initiation in May. As we expected, a 

dilutive equity issuance was carried out. NAT has now shored up its 

balance sheet and is trading at a rare discount to NAV. GNRT is 

still an obvious M&A target, with EURN and FRO potential 

consolidators. Please see the company-specific part for details.  

 

 Sector return: Gersemi vs consensus 
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Shares prices vs 5y old VLCCs  
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TCE/d across peers: GR vs consensus  
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 Sector overview Sector overview  

Mcap Turnover Rec. TP P +/- Now 1y fwd

DHT US 508    2.2         SELL 3.1   3.6   -14% 0.73 1.03 

EURN US 1,298 4.0         SELL 6.0   8.2   -26% 1.09 1.45 

FRO US 781    2.9         SELL 3.2   4.6   -31% 1.49 2.65 

GNRT US 355    0.9         SELL 3.9   4.3   -9% 0.50 0.83 

NAT US 362    5.6         HOLD 2.5   2.6   -2% 0.94 0.94 

TNK US 375    2.3         SELL 0.4   1.3   -73% 1.05 1.45 

Average 613 3.0         -26% 0.97 1.39

Median 441 2.6         -20% 1.00 1.24

P/NAVRecommendations & upside
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 Source: Gersemi Research, Bloomberg, company data  
Disclaimer: The publisher currently has no investments in the companies covered in this report. More disclaimers at the end of this document 
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Company details toward the end of this document:  

   Double Hull Tankers 

   Euronav 

   Frontline 

   Gener8 Maritime 

   Nordic American Tankers 

   Teekay Tankers 
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The last cyclical peak in 2015 was 
subdued by too much contracting 
 
 
 
We forecast net supply growth to 
stabilized around 2% per annum 
 
 
 
Rising demo prices and falling asset 
prices makes scrapping an attractive 
option for tonnage ≥15y 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
US rig count has stagnated, 
indicating a plateauing of US oil 
production in mid-18E 
 
 
 
 
 
 
 
 
 
 

Market  
After enjoying a brief peak in 2015, oil tanker earnings were soon subdued again as overly 

eager owners contracted too many ships in the cyclical expansion, resulting in a rapidly 

increasing net fleet growth from 1Q16. The elevated supply growth persists, with a net 

fleet growth of 6% in 2017E. We believe 2017 will mark the peak supply growth of this 

cycle, with only one significant supply hurdle left in 1Q18E at 1.2% net growth q/q. From 

2Q18 and onwards, net supply growth should stabilize around 2% per annum, finally 

allowing for demand growth to catch up and utilization to increase.  

 

We also note that demolition prices are increasing, partially due to anti-pollution policies 

in China restricting steel output, which could last until March. Given the early collapse of 

the VLCC winter market, this should incentivize owners to scrap. The graph below shows 

how the value of a 15 year old VLCC is close to its scrap value, making investments in the 

vessel in form of surveys and special surveys at 15y, 17.5y and 20y less appealing, 

depending on the owner’s optionality value of future earnings. 

 

 

High US imports as domestic production fell 

 

OPEC compliance with quotas has been above expectations in 2H17E, partly due to the 

usual compliant Saudi Arabian production management, but also due to involuntary cuts 

in Iraq (Kirkut dispute) and Angola (field maintenance). The oil price (Brent) has surged 

from $45/bbl in June to $65/bbl (+17% y/y) at the time of writing.  

 

US oil production rose rapidly in 3Q17 as a lagged effect of increased rig count, as we 

precisely forecast in our September report. Investors have however been unimpressed by 

the cash flows generated by US shale operators, as is evident in the share price of 

Chesapeake (CHK US) and its peers. The implied break-even levels per well seems to be 

higher than what was consensus one year ago. Thus, the US rig count has stagnated despite 

rapidly rising oil prices in the last months, with 923 rigs counted as of end-Nov. Based on 

the historical relationship, we expect US oil production to level out in mid-2018E. 
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We forecast demand growth of 2-
5% in the coming years 

 

Given the relatively high oil price and potential plateauing of US production, OPEC could 

be contemplating a reduction in its quota at the next meeting in mid-2018. If this 

materializes, demand for crude oil tankers could surge in 2H18E and beyond. Our base 

case forecast is more conservative, but we still estimate demand growth of 2% in 2018E, 

5% in 2019E and 4% in 2020E. 

 

 Continued support from increasing Chinese imports US imports declining as production is rising  
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 US crude oil production displacing imports US rig count has stagnated: Production could follow suit  
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Cyclical inflection point forecast for 
2018E, with utilization rising 
steady towards the end of the decade 

 

In sum, we expect utilization to fall 5%p y/y to 80% in 2017E before the recovery starts 

in mid-‘18E with utilization rising 2%p in both ‘19E and ‘20E to end the decade at 84%. 

Given the forward-looking nature of share and asset prices, and the historical significant 

relationship between the two;  
   

𝑃𝑠ℎ𝑎𝑟𝑒𝑠 = 𝑓[𝑃5𝑦 𝑉𝐿𝐶𝐶] = 𝑓[1𝑦 𝑇𝐶5𝑦 𝑉𝐿𝐶𝐶] = 𝑓[𝐸(1𝑦 𝑓𝑤𝑑 𝑠𝑝𝑜𝑡 𝑟𝑒𝑣𝑒𝑛𝑢𝑒5𝑦 𝑉𝐿𝐶𝐶)], 𝑅2 = 0.89 𝑠𝑖𝑛𝑐𝑒 1998                                                
 

we forecast mid-‘18E to represent the share price trough, approximately 15% below 

current levels. 

 
Delta table: Oil Tanker forecast summary

  Δ y/y 2017E 2018E 2019E 2020E Average spot rate 2017E 2018E 2019E 2020E

Supply 6.1% 2.8% 2.4% 1.5% VLCC, base case 18,108       18,349    26,048    33,853    

Supply, old 6.1% 2.9% 1.9% 1.3% old 20,036       20,532    26,774    34,327    

  Δ 0.1% -0.1% 0.5% 0.2%   Δ (1,928)        (2,184)     (727)        (474)        

Demand 1.0% 2.1% 5.5% 4.1% Suezmax, base case 15,958       14,006    19,047    24,158    

Demand, old 0.9% 3.3% 4.6% 4.0% old 15,497       15,753    20,578    26,417    

  Δ 0.1% -1.2% 0.9% 0.1%   Δ 462            (1,747)     (1,532)     (2,259)     

Utilization 80.5% 79.9% 82.4% 84.5% Aframax, base case 13,966       12,360    15,895    19,478    

Utilization, old 80.5% 80.8% 83.0% 85.2% old 14,033       13,603    16,984    21,075    

  Δ 0.0% -0.9% -0.6% -0.7%   Δ (67)             (1,243)     (1,089)     (1,596)      
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 Supply Supply/Demand  
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 Supply/Demand Shares prices & 5y old VLCCs highly correlated  
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Asset Valuation 

 

 Asset valuation overview Asset valuation overview  
 Summary VLCC Suezmax Aframax Panamax MR

NB 81.0 55.0 44.0 41.5 33.5

resale 81.0 52.0 43.0 40.0 33.5

5y 61.0 38.0 29.0 26.5 24.0

10y 39.0 25.0 18.0 17.0 15.5

15y 23.0 15.0 9.5 9.0 8.5

20y 15.8 8.5 6.5 5.0 4.6

scrap 15.8 8.5 6.5 5.0 4.6  
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 Historical 5y old vessel values Historical price ratio, 5y/newbuild  
 

0

20

40

60

80

100

120

140

160

180

U
SD

m

VLCC

Suezmax

Aframax

Panamax

MR

 

0.5

0.6

0.7

0.8

0.9

1.0

1.1

1.2

5
y/

N
B

 -
ra

ti
o

VLCC Suezmax Aframax Panamax MR

 

 

 VLCC valuation vs recent S&Ps Suezmax valuation vs recent S&Ps  
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 Aframax valuation vs recent S&Ps Medium Range valuation vs recent S&Ps  
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Econometrics 

 

 Supply/Demand (mDWT)

Oil Tankers, base case 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Deliveries¹ 41           40           32           21           17           19           33           38           27           22           20           

Scrapping¹ (13)          (10)          (12)          (11)          (8)            (2)            (3)            (11)          (13)          (11)          (10)          

Other¹ (13)          (6)            (3)            (3)            (3)            (2)            (1)            (1)            0             0             (0)            

Contracting¹ 37           12           14           37           28           52           10           27           16           20           24           

Supply² 415         438         458         472         474         486         510         541         557         570         578         

  Δ y/y 4% 5% 5% 3% 1% 2% 5% 6% 3% 2% 2%

Demand² 346         353         371         387         400         442         431         436         445         469         489         

  Δ y/y 8% 2% 5% 4% 4% 10% -2% 1% 2% 5% 4%

Utilization² 83% 81% 81% 82% 84% 91% 85% 80% 80% 82% 84%

Oil Tankers² (TCE) 15,537    12,007    12,558    13,626    17,930    31,036    18,047    11,873    11,161    14,245    17,372    

VLCC, spot² (TCE) 34,060    18,596    21,187    18,621    30,015    64,846    41,908    18,108    18,349    26,048    33,853    

Suezmax, spot² (TCE) 27,864    18,432    16,908    15,511    27,791    46,713    27,799    15,958    14,006    19,047    24,158    

Aframax, spot² (TCE) 17,690    12,378    12,541    14,131    24,705    37,954    23,142    13,966    12,360    15,895    19,478    

MR, spot² (TCE) 10,692    10,638    10,589    13,464    12,517    21,444    12,166    10,178    9,666      11,281    12,917    

VLCC, 5y² (USDm) 87           77           63           56           74           81           68           63           56           66           76           

Suezmax, 5y² (USDm) 62           54           45           40           50           60           49           41           38           45           50           

Aframax, 5y² (USDm) 44           39           31           29           39           46           36           30           29           35           39           

MR, 5y² (USDm) 27           29           25           26           27           28           25           24           23           25           27           

OB² 129         107         70           56           71           85           91           70           58           49           51           

OB/Fleet² 31% 24% 15% 12% 15% 17% 18% 13% 10% 9% 9%

¹Sum during period ²Average during period

Oil Tankers, low case 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Deliveries¹ 41           40           32           21           17           19           33           37           32           21           17           

Scrapping¹ (13)          (10)          (12)          (11)          (8)            (2)            (3)            (11)          (7)            (5)            (5)            

Other¹ (13)          (6)            (3)            (3)            (3)            (2)            (1)            (1)            0             (0)            (0)            

Contracting¹ 37           12           14           37           28           52           10           26           11           11           12           

Supply² 415         438         458         472         474         486         510         541         564         583         594         

  Δ y/y 4% 5% 5% 3% 1% 2.5% 5.0% 6.1% 4.2% 3.4% 2.0%

Demand² 346         353         371         387         400         442         431         435         439         451         463         

  Δ y/y 8% 2% 5% 4% 4% 10% -2.4% 0.7% 1.1% 2.6% 2.6%

Utilization² 83% 81% 81% 82% 84% 91% 85% 80% 78% 77% 78%

Oil Tankers² (TCE) 15,537    12,007    12,558    13,626    17,930    31,036    18,047    11,661    9,078      8,574      9,028      

VLCC, spot² (TCE) 34,060    18,596    21,187    18,621    30,015    64,846    41,908    18,108    13,148    11,888    13,022    

Suezmax, spot² (TCE) 27,864    18,432    16,908    15,511    27,791    46,713    27,799    15,958    10,600    9,775      10,517    

Aframax, spot² (TCE) 17,690    12,378    12,541    14,131    24,705    37,954    23,142    13,966    9,972      9,394      9,914      

MR, spot² (TCE) 10,692    10,638    10,589    13,464    12,517    21,444    12,166    10,178    8,576      8,311      8,549      

VLCC, 5y² (USDm) 87           77           63           56           74           81           68           63           45           41           43           

Suezmax, 5y² (USDm) 62           54           45           40           50           60           49           41           31           29           30           

Aframax, 5y² (USDm) 44           39           31           29           39           46           36           30           24           22           23           

MR, 5y² (USDm) 27           29           25           26           27           28           25           24           21           21           21           

OB² 129         107         70           56           71           85           91           70           55           39           33           

OB/Fleet² 31% 24% 15% 12% 15% 17% 18% 13% 10% 7% 6%

¹Sum during period ²Average during period

Oil Tankers, high case 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Deliveries¹ 41           40           32           21           17           19           33           37           22           24           25           

Scrapping¹ (13)          (10)          (12)          (11)          (8)            (2)            (3)            (11)          (17)          (13)          (12)          

Other¹ (13)          (6)            (3)            (3)            (3)            (2)            (1)            (1)            0             0             0             

Contracting¹ 37           12           14           37           28           52           10           28           25           37           51           

Supply² 415         438         458         472         474         486         510         541         550         560         570         

  Δ y/y 4% 5% 5% 3% 1% 2.5% 5.0% 6.1% 1.7% 1.8% 1.7%

Demand² 346         353         371         387         400         442         431         439         462         492         525         

  Δ y/y 8% 2% 5% 4% 4% 10% -2.4% 1.8% 5.1% 6.6% 6.6%

Utilization² 83% 81% 81% 82% 84% 91% 85% 81% 84% 88% 92%

Oil Tankers² (TCE) 15,537    12,007    12,558    13,626    17,930    31,036    18,047    12,758    16,804    24,333    35,301    

VLCC, spot² (TCE) 34,060    18,596    21,187    18,621    30,015    64,846    41,908    18,108    32,434    51,230    78,613    

Suezmax, spot² (TCE) 27,864    18,432    16,908    15,511    27,791    46,713    27,799    15,958    23,229    35,536    53,466    

Aframax, spot² (TCE) 17,690    12,378    12,541    14,131    24,705    37,954    23,142    13,966    18,827    27,457    40,028    

MR, spot² (TCE) 10,692    10,638    10,589    13,464    12,517    21,444    12,166    10,178    12,620    16,561    22,304    

VLCC, 5y² (USDm) 87           77           63           56           74           81           68           63           76           112         152         

Suezmax, 5y² (USDm) 62           54           45           40           50           60           49           41           50           72           97           

Aframax, 5y² (USDm) 44           39           31           29           39           46           36           30           39           57           77           

MR, 5y² (USDm) 27           29           25           26           27           28           25           24           27           34           42           

OB² 129         107         70           56           71           85           91           70           64           68           88           

OB/Fleet² 31% 24% 15% 12% 15% 17% 18% 13% 12% 12% 15%

¹Sum during period ²Average during period  
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Peer Group 
 

 Valuation matrix  
 

USDm Mcap Turnover P/sh Value +/- NAV Now 1y fwd -10% ε 2017 2018 2019 2020 2017 2018 2019 2020 2017 2018 2019 2020 2017 2018 2019 2020

DHT US 508    2.2         3.6      3.1   -14% 4.9   0.73 1.03 0.96 0.23 9.0   16.1 8.6   5.2   13% 5% 6% 14% -59% -41% 18% 35% 5% 3% 2% 10%

EURN US 1,298 4.0         8.2      6.0   -26% 7.4   1.09 1.45 1.34 0.18 9.4   26.0 10.6 6.2   17% 6% 11% 19% 15% -11% 14% 23% 3% 2% 5% 13%

FRO US 781    2.9         4.6      3.2   -31% 3.1   1.49 2.65 2.69 0.44 14.2 32.9 15.3 9.2   11% 3% 2% 4% -75% -33% 4% 25% 7% 0% 1% 4%

GNRT US 355    0.9         4.3      3.9   -9% 8.5   0.50 0.83 0.68 0.26 40.0 23.6 10.1 5.8   15% 6% 3% 9% 96% -4% 17% 42% 0% 0% 0% 0%

NAT US 362    5.6         2.6      2.5   -2% 2.7   0.94 0.94 1.16 0.19 10.2 15.6 7.2   4.5   27% 22% 14% 16% 1% -28% 23% 40% 19% 9% 24% 28%

TNK US 375    2.3         1.3      0.4   -73% 1.3   1.05 1.45 1.64 0.36 14.2 33.4 13.1 6.5   3% -10% -15% -12% -2% -1% 16% 41% 6% 9% 9% 9%

Average 613 3.0         -26% 0.97 1.39 1.41 0.28 16.2 24.6 10.8 6.2 14% 5% 3% 8% -4% -20% 15% 34% 7% 4% 7% 11%

Median 441 2.6         -20% 1.00 1.24 1.25 0.24 12.2 24.8 10.4 6.0 14% 5% 5% 12% 0% -19% 17% 37% 6% 2% 4% 9%

P/NAV Liquidity/(GIBD + eq. capex) Dividend yieldFCF yieldEV/EBITDA

 

 

 Avg. TCE/day across peer fleet vs consensus Fleet overview  
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        $DHT (#SELL, 3.1): A top pick among peers, but nevertheless exposed to the same weak fundamentals  
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 Share price vs target price 
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 Key numbers Key numbers  
USDm 2017 2018 2019 2020

Net sales 234           193           264           340           

EBITDA 131           87              154           228           

EBIT 34              -23            38              113           

PTP -3              -66            -12            62              

Net earnings -3              -67            -13            62              

EPS 0.03          -0.47         -0.09         0.44          

DPS 0.19          0.09          0.08          0.36          
 

USDm 2017 2018 2019 2020

Fwd NAV 736           553           842           1,087        

Adj. equity ratio 48% 37% 49% 57%

FCF yield -59% -41% 18% 35%

Dividend yield 5% 3% 2% 10%

EV/EBITDA 9.0            16.1          8.6            5.2            

P/E (adj.) 71.2          8.2            
 

USDm 2017 2018 2019 2020

Net operational cash flow 103           43              103           178           

Free cash flow -302          -207          90              178           

Net cash flow -2              -59            3                57              

TCE/day 24,112      19,124      24,953      31,981      

Cash break-even 27,131      21,374      22,404      21,816      

Liquidity 108           49              52              109           

Property & Equip. (incl. NBs) 1,548        1,688        1,586        1,470        

Total equity 915           836           812           824           

Interest bearing debt 777           938           862           792           

Net interest bearing debt 669           889           810           683           

Market Cap. 510           510           510           510           

Enterprise value 1,178        1,398        1,320        1,193        

Capex 538           250           13              -             

 Source: Gersemi Research, Bloomberg, company data  
Disclaimer: The publisher currently has no investments in the company. More disclaimers at the end of this document 

 

𝑓 λ = 𝑎0 + 𝛽1 𝜆
𝜏 , 𝑅2 ≈ 1
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Valuation 
 

 Valuation & target price Quarterly forward NAV & P/NAV  
 Net asset values

USDm 3Q17 Fair value Implied

Primary assets 1,639 1,603 1,427

Contract value 0 27 24

Other 39 39 34

GAV 1,677 1,668 1,486

Net debt -739 -739 -739

Capex 0 -235 -235

Other -2 -2 -2

NAV 936 692 510

Shares 142 142 142

NAVPS 6.57 4.86 3.58

Share price 6.6 4.9 3.6

P/NAV 0.54 0.74 1.00

EV/GAV 0.89 0.89 1.00

Adj. Total Assets 1,783 1,747 1,572

Adj. Equity Ratio 52% 40% 32%

Target price USD 3.1 -14%  
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 Quarterly forward NAV decomposition  
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 Impact on NAV/sh from % change in asset prices % Impact on NAV from % change in asset prices  
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 Forward fleet valuation decomposition Forward fleet value & net loan to value  
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𝑓 λ = 𝑎0 + 𝛽1 𝜆
𝜏 , 𝑅2 ≈ 1

 

Estimate Changes 
 

 Profit & Loss  
 Estimate changes New Old Change

USDm 2017 2018 2019 2020 2017 2018 2019 2020 2017 2018 2019 2020

Net sales 234           193           264           340           243           223           300           381           -9             -31           -36           -42           

EBITDA 131           87              154           228           137           104           176           257           -6             -17           -22           -29           

EBIT 34              -23            38              113           39              -5              62              135           -6             -17           -23           -21           

PTP -3              -66            -12            62              3                -45            22              95              -6             -21           -34           -33           

Net earnings -3              -67            -13            62              3                -45            22              95              -6             -22           -35           -33           

EPS 0.03          -0.47         -0.09         0.44          0.07          -0.32         0.16          0.67          2017 2018 2019 2020

DPS 0.19          0.09          0.08          0.36          0.23          0.14          0.28          0.45          -9             -31           -36           -42           

-3             -13           -13           -13           

-0             0              1              -7             

1              3              11            11            

0              1              0              -            
 

 

 Cash Flows & Balance Sheet  
 Estimate changes Change

USDm 2017 2018 2019 2020 2017 2018 2019 2020 2017 2018 2019 2020

Net operational cash flow 103           43              103           178           114           65              137           217           -11           -22           -34           -40           

Free cash flow -302          -207          90              178           -346          -185          124           217           45            -22           -34           -40           

Net cash flow -2              -59            3                57              -16            -43            5                81              14            -16           -2             -24           

TCE/day 24,112      19,124      24,953      31,981      24,762      20,169      25,687      32,574      -650         -1,046     -734         -593         

Cash break-even 27,131      21,374      22,404      21,816      23,827      20,413      20,725      20,176      3,304       961          1,679       1,640       

Liquidity 108           49              52              109           93              50              55              136           14            -1             -3             -27           

Property & Equip. (incl. NBs) 1,548        1,688        1,586        1,470        1,603        1,743        1,641        1,519        -55           -55           -56           -49           

Total equity 915           836           812           824           915           851           832           863           0              -15           -20           -39           

Interest bearing debt 777           938           862           792           811           973           894           822           -34           -35           -32           -30           

Net interest bearing debt 669           889           810           683           717           922           839           686           -48           -34           -29           -3             

Market Cap. 510           510           510           510           557           557           557           557           -47           -47           -47           -47           

Enterprise value 1,178        1,398        1,320        1,193        1,274        1,479        1,396        1,243        -95           -81           -76           -50           

Capex 538           250           13              -            527           250           13              -            11            -           -           -            
 

 

 Valuation  
 Estimate changes New New Change

USDm 2017 2018 2019 2020 2017 2018 2019 2020 2017 2018 2019 2020

Fwd NAV 736           553           842           1,087        732           583           893           1,172        4              -30           -51           -84           

Adj. equity ratio 48% 37% 49% 57% 47% 37% 49% 58% 1% 0% -1% -1%

FCF yield -59% -41% 18% 35% -62% -33% 22% 39% 3% -7% -5% -4%

Dividend yield 5% 3% 2% 10% 5% 4% 7% 12% -1% -1% -5% -2%

EV/EBITDA 9.0            16.1          8.6            5.2            9.3            14.2          7.9            4.8            -0.3          1.9           0.7           0.4           

P/E (adj.) 71.2          8.2            53.6          25.2          5.9            17.6         2.3            
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𝑓 λ = 𝑎0 + 𝛽1 𝜆
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Our Estimates vs Consensus 
 

 Profit & Loss, year I Profit & Loss, year II  
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 Consensus EBITDA development Target price vs share price  
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 GR vs consensus: P&L break-down Avg. TCE/day across fleet vs consensus  
 2017 GR Consensus Diff. Diff.

TCE revenue 234 251 -17 -7%

Opex + G&A 104 98 6 6%

Depreciation 97 94 2 3%

Net finance 37 36 1 3%

Taxes & Minorities 0 -4 4 -109%  
 

2018 GR Consensus Diff. Diff.

TCE revenue 193 294 -101 -34%

Opex + G&A 106 119 -13 -11%

Depreciation 110 98 12 12%

Net finance 43 43 0 0%

Taxes & Minorities 1 -1 2 -183%  
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𝑓 λ = 𝑎0 + 𝛽1 𝜆
𝜏 , 𝑅2 ≈ 1

 Profit & Loss (USDm) 2012 2013 2014 2015 2016 2017E 2018E 2019E 2020E

Net sales 108 112 200 434 421 234 193 264 340

Operational costs -165 -85 -128 -220 -297 -104 -106 -111 -111

EBITDA -57 27 73 214 125 131 87 154 228

Depreciation/Amortization -32 -26 -45 -79 -84 -97 -110 -115 -115

EBIT -90 1 27 135 41 34 -23 38 113

Net financials -4 -5 -14 -30 -31 -37 -43 -51 -51

PTP -94 -4 13 105 9 -3 -66 -12 62

Taxes/Minorities 0 0 0 0 -1 0 0

Net earnings — — 13 105 9 -3 -67 -13 62

Non-recurring items 0 0 0 11 0 0 0

Net earnings (adj.) -94 -4 13 105 9 7 -67 -13 62

EPS 0.14 1.13 0.10 0.03 -0.47 -0.09 0.44

EPS (adj.) -10.29 -0.14 0.14 1.13 0.10 0.13 -0.47 -0.09 0.44

DPS 0.99 0.04 0.06 0.53 0.71 0.19 0.09 0.08 0.36

Balance Sheet (USDm) 2012 2013 2014 2015 2016 2017E 2018E 2019E 2020E

Cash & short-term investments 71 126 167 167 109 108 49 52 109

Other current assets 18 20 46 51 69 54 54 54 54

Total current assets 89 146 212 218 179 162 103 106 163

Property & equip. (incl. NBs) 310 301 1,163 1,203 1,222 1,548 1,688 1,586 1,470

Other non-current assets 0 0 3 3 3 4 4 4 4

Total non-current assets 310 301 1,166 1,206 1,225 1,552 1,692 1,590 1,474

TOTAL ASSETS 400 447 1,378 1,424 1,404 1,713 1,795 1,695 1,637

Total equity 181 285 675 738 685 915 836 812 824

Short-term debt 9 0 32 32 58 60 45 49 53

Other current liabilities 7 6 36 21 17 21 21 21 21

Total current liabilities 16 6 68 53 74 81 67 70 74

Long-term debt 203 156 629 630 644 716 892 813 739

Other non-current liabilities 0 0 6 3 0 0 0 0 0

Total non-current liabilities 203 156 635 633 644 717 892 813 739

TOTAL EQUITY & LIABILITIES 400 447 1,378 1,424 1,404 1,713 1,795 1,695 1,637

Working capital, receivables 14 17 29 40 34 29 29 29 29

Working capital, payables 6 4 30 12 12 19 19 19 19

Net working capital 8 13 -1 28 23 10 10 10 10

Interest bearing debt 212 156 661 662 701 777 938 862 792

Liquidity 71 126 167 167 109 108 49 52 109

Net interest bearing debt 140 30 495 496 592 669 889 810 683

Cash Flow (USDm) 2012 2013 2014 2015 2016 2017E 2018E 2019E 2020E

Net income — — 13 105 9 -3 -67 -13 62

Depreciation 32 26 45 79 84 97 110 115 115

Other -1 0 -29 11 96 11 0 0 0

Cash earnings 31 27 29 195 189 104 43 103 178

Changes in working capital -10 -3 2 -14 5 -1 0 0 0

Net operational cash flow 21 24 31 182 194 103 43 103 178

Capex 0 -39 -295 -145 -236 -538 -250 -13 0

Other investments 0 0 0 0 0 0 0 0 0

Proceeds from sales 14 22 0 27 22 133 0 0 0

Other -4 0 -256 -7 0 -11 0 0 0

Net investing cash flow 10 -17 -551 -126 -213 -405 -250 -13 0

Repayment of debt -69 -56 207 -6 55 -132 -66 -76 -70

Proceeds from debt 0 0 489 99 219 201 227 0 0

Dividends paid -9 -1 -6 -49 -66 -23 -13 -11 -51

New equity 76 106 360 0 0 255 0 0 0

Other 0 -1 -489 -99 -247 -11 0 0 0

Net financing cash flow -2 48 561 -56 -38 300 148 -87 -120

Currency effect 0 0 0 0 0 0 0 0 0

Net cash flow 29 55 41 0 -57 -2 -59 3 57

Cash balance 71 126 167 167 109 108 49 52 109

Free cash flow 31 7 -521 56 -19 -302 -207 90 178  
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𝑓 λ = 𝑎0 + 𝛽1 𝜆
𝜏 , 𝑅2 ≈ 1

 Share Data & Valuation (USDm) 2012 2013 2014 2015 2016 2017E 2018E 2019E 2020E

Shares outstanding, end 9 29 93 93 93 142 142 142 142

Share price, avg (USD) 8 5 7 8 5 4 4 4 4

Share price, end (USD) 4 7 7 8 4 4 4 4 4

Market Cap. 37 199 676 752 387 510 510 510 510

NIBD 140 30 495 496 592 669 889 810 683

Minorities 0 0 0 0 0 0 0 0 0

Enterprise value 178 229 1,171 1,247 979 1,178 1,398 1,320 1,193

Key Figures & Ratios 2012 2013 2014 2015 2016 2017E 2018E 2019E 2020E

P/E (reported) 52.5 7.1 41.8 8.2

P/E (adj.) 52.5 7.1 41.8 71.2 8.2

P/CE 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

P/Sales 0.3 1.8 3.4 1.7 0.9 2.2 2.6 1.9 1.5

EV/Sales 1.6 2.0 5.9 2.9 2.3 5.0 7.3 5.0 3.5

EV/EBITDA 8.4 16.1 5.8 7.8 9.0 16.1 8.6 5.2

EV/EBIT 42.7 9.2 24.2 34.9 34.4 10.5

P/B 0.2 0.7 1.0 1.0 0.6 0.6 0.6 0.6 0.6

FCF yield 83% 4% -77% 7% -5% -59% -41% 18% 35%

Dividend yield 24.2% 0.6% 0.9% 6.5% 17.2% 4.6% 2.5% 2.1% 9.9%

Return on equity (ROE) 1.9% 14.3% 1.4% -0.4% -8.0% -1.6% 7.6%

Return on capital employed (ROCE) -27.9% 0.3% 2.3% 11.0% 3.2% 2.1% -1.3% 2.4% 7.5%

Return on assets (ROA) 0.9% 7.4% 0.7% -0.2% -3.7% -0.8% 3.8%

Sales growth 7% 4% 78% 117% -3% -44% -18% 37% 28%

EBITDA margin -53% 24% 36% 49% 30% 56% 45% 58% 67%

EBIT margin -83% 1% 14% 31% 10% 14% -12% 15% 33%

Net margin 6% 24% 2% -1% -35% -5% 18%

Net interest rate 5.2% 16.0% 2.9% 6.8% 5.9% 6.0% 4.8% 6.3% 7.5%

Tax rate -0.2% -5.3% 0.7% 0.1% 1.0% -10.6% -1.1% -2.9% 0.0%

Equity ratio 45% 64% 49% 52% 49% 53% 47% 48% 50%

Leverage ratio 55% 36% 51% 48% 51% 47% 53% 52% 50%

NIBD / EBITDA (past 1y) -2.4 1.1 6.8 2.3 4.7 5.1 10.2 5.3 3.0

Operating cash flow/NIBD 0.2 0.8 0.1 0.4 0.3 0.2 0.0 0.1 0.3

Net interest coverage ratio (EBITDA) -7.8 5.7 5.1 6.4 3.6 3.3 2.0 3.0 4.5

Current ratio 5.5 25.2 3.1 4.1 2.4 2.0 1.5 1.5 2.2

Adj. equity ratio 48% 37% 49% 57%

Operating assets 328 321 1,211 1,257 1,294 1,606 1,746 1,644 1,528

Operating liabilities 7 6 42 23 17 21 21 21 21

Net operating assets 321 315 1,169 1,234 1,277 1,584 1,724 1,622 1,507

Source for financial items: Historical numbers primarily gathered from Bloomberg and company data. Forecast from Gersemi Research  
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 Share price vs target price 
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 Key numbers Key numbers  
USDm 2017 2018 2019 2020

Net sales 449         304         422         540         

EBITDA 216         84           195         312         

EBIT -15          -150        -50          67           

PTP -21          -161        -61          56           

Net earnings -20          -161        -61          56           

EPS -0.13       -1.01       -0.38       0.35        

DPS 0.26        0.14        0.42        1.10        
 

USDm 2017 2018 2019 2020

Fwd NAV 1,181      982         1,388      1,760      

Adj. equity ratio 55% 49% 59% 67%

FCF yield 15% -11% 14% 23%

Dividend yield 3% 2% 5% 13%

EV/EBITDA 9.4          26.0        10.6        6.2          

P/E (adj.) 23.0        
 

USDm 2017 2018 2019 2020

Net operational cash flow 230         73           184         301         

Free cash flow 193         -138        184         301         

Net cash flow -50          -104        40           56           

TCE/day 24,851    18,875    24,409    30,565    

Cash break-even 24,022    22,095    20,435    20,117    

Liquidity 157         53           94           150         

Property & Equip. (incl. NBs) 2,281      2,258      2,013      1,769      

Total equity 1,817      1,634      1,506      1,387      

Interest bearing debt 887         942         866         796         

Net interest bearing debt 730         889         773         647         

Market Cap. 1,298      1,298      1,298      1,298      

Enterprise value 2,027      2,187      2,070      1,944      

Capex 142         211         -          -           

 Source: Gersemi Research, Bloomberg, company data  
Disclaimer: The publisher currently has no investments in the company. More disclaimers at the end of this document 

 

𝑓 λ = 𝑎0 + 𝛽1 𝜆
𝜏 , 𝑅2 ≈ 1
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𝑓 λ = 𝑎0 + 𝛽1 𝜆
𝜏 , 𝑅2 ≈ 1

 

Valuation 
 

 Valuation & target price Quarterly forward NAV & P/NAV  
 Net asset values

USDm 3Q17 Fair value Implied

Primary assets 2,415 2,175 2,285

Contract value 0 2 2

Other 269 64 67

GAV 2,685 2,241 2,354

Net debt -854 -854 -854

Capex 0 -198 -198

Other -4 -4 -4

NAV 1,827 1,184 1,298

Shares 159 159 159

NAVPS 11.47 7.44 8.15

Share price 11.5 7.4 8.2

P/NAV 0.71 1.10 1.00

EV/GAV 0.88 1.05 1.00

Adj. Total Assets 2,861 2,620 2,730

Adj. Equity Ratio 64% 45% 48%

Target price USD 6.0 -27%  
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 Quarterly forward NAV decomposition  
 

0

500

1000

1500

2000

2500

U
S

D
m

Oper. CF NAV (less oper. CF) NAV  

 

 Impact on NAV/sh from % change in asset prices % Impact on NAV from % change in asset prices  
 

0.6 

2.0 

3.3 

4.7 

6.1 

7.4 

8.8 

10.2 

11.5 

12.9 

14.3 

0.0

2.0

4.0

6.0

8.0

10.0

12.0

14.0

16.0

-50% -40% -30% -20% -10% 0% 10% 20% 30% 40% 50%

N
A

V
/s

ha
re

 (U
SD

)

Δ Asset prices

Assets

Price

 
-50%

-40%

-30%

-20%

-10%

0%

10%

20%

30%

40%

50%

-50% -40% -30% -20% -10% 0% 10% 20% 30% 40% 50%

Δ
N

A
V

Δ Asset prices  

 

 Forward fleet valuation decomposition Forward fleet value & net loan to value  
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𝑓 λ = 𝑎0 + 𝛽1 𝜆
𝜏 , 𝑅2 ≈ 1

 

Estimate Changes 
 

 Profit & Loss  
 Estimate changes New Old Change

USDm 2017 2018 2019 2020 2017 2018 2019 2020 2017 2018 2019 2020

Net sales 449         304         422         540         459         358         467         595         -9           -54         -44         -55         

EBITDA 216         84           195         312         195         126         228         355         21          -42         -33         -43         

EBIT -15          -150        -50          67           -35          -109        -7            120         20          -42         -43         -53         

PTP -21          -161        -61          56           -36          -114        -12          115         15          -47         -49         -59         

Net earnings -20          -161        -61          56           -36          -114        -12          115         16          -47         -49         -59         

EPS -0.13       -1.01       -0.38       0.35        -0.23       -0.72       -0.08       0.72        2017 2018 2019 2020

DPS 0.26        0.14        0.42        1.10        0.29        0.29        0.82        1.29        -9           -54         -44         -55         

-30         -11         -12         -12         

1            -1           10          10          

5            6            6            6            

-1           -         -         -          
 

 

 Cash Flows & Balance Sheet  
 Estimate changes Change

USDm 2017 2018 2019 2020 2017 2018 2019 2020 2017 2018 2019 2020

Net operational cash flow 230         73           184         301         202         121         223         350         28          -48         -39         -49         

Free cash flow 193         -138        184         301         100         -90          223         350         94          -48         -39         -49         

Net cash flow -50          -104        40           56           35           -74          1              60           -85         -30         40          -4           

TCE/day 24,851    18,875    24,409    30,565    25,793    20,653    25,306    31,626    -941       -1,778   -898       -1,061   

Cash break-even 24,022    22,095    20,435    20,117    15,182    21,122    20,362    20,000    8,840     973        72          118        

Liquidity 157         53           94           150         242         167         168         228         -85         -114       -74         -79         

Property & Equip. (incl. NBs) 2,281      2,258      2,013      1,769      2,340      2,316      2,081      1,846      -59         -58         -68         -78         

Total equity 1,817      1,634      1,506      1,387      1,808      1,647      1,504      1,414      10          -13         2            -26         

Interest bearing debt 887         942         866         796         1,068      1,130      1,039      955         -181       -187       -172       -158       

Net interest bearing debt 730         889         773         647         826         962         871         726         -96         -73         -98         -80         

Market Cap. 1,298      1,298      1,298      1,298      1,270      1,270      1,270      1,270      28          28          28          28          

Enterprise value 2,027      2,187      2,070      1,944      2,096      2,232      2,140      1,996      -68         -45         -70         -52         

Capex 142         211         -          -          142         211         -          -          -         -         -         -          
 

 

 Valuation  
 Estimate changes New Change

USDm 2017 2018 2019 2020 2017 2019 2020 2017 0 2019 2020

Fwd NAV 1,181      982         1,388      1,759      1,168      1,048      1,490      1,907      13          -66         -102       -147       

Adj. equity ratio 55% 49% 59% 67% 51% 47% 57% 65% 4% 2% 2% 2%

FCF yield 15% -11% 14% 23% 8% -7% 18% 28% 7% -4% -3% -4%

Dividend yield 3% 2% 5% 13% 4% 4% 10% 16% 0% -2% -5% -3%

EV/EBITDA 9.4          26.0        10.6        6.2          10.7        17.7        9.4          5.6          -1.3        8.3         1.2         0.6         

P/E (adj.) 23.0        11.0        12.0        
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𝑓 λ = 𝑎0 + 𝛽1 𝜆
𝜏 , 𝑅2 ≈ 1

 

Our Estimates vs Consensus 
 

 Profit & Loss, year I Profit & Loss, year II  
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 Consensus EBITDA development Target price vs share price  
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 GR vs consensus: P&L break-down Avg. TCE/day across fleet vs consensus  
 2017 GR Consensus Diff. Diff.

TCE revenue 449 466 -16 -4%

Opex + G&A 234 236 -2 -1%

Depreciation 231 235 -4 -2%

Net finance 6 22 -16 -72%

Taxes & Minorities -1 -13 12 -94%  
 

2018 GR Consensus Diff. Diff.

TCE revenue 304 493 -189 -38%

Opex + G&A 220 243 -23 -9%

Depreciation 235 232 3 1%

Net finance 11 25 -14 -57%

Taxes & Minorities 0 1 -1 -100%  
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𝑓 λ = 𝑎0 + 𝛽1 𝜆
𝜏 , 𝑅2 ≈ 1

 Profit & Loss (USDm) 2012 2013 2014 2015 2016 2017E 2018E 2019E 2020E

Net sales 411 384 592 918 744 449 304 422 540

Operational costs -234 -220 -227 -228

EBITDA 216 84 195 312

Depreciation/Amortization -231 -235 -245 -245

EBIT -57 -55 12 352 208 -15 -150 -50 67

Net financials -63 -35 -63 4 -4 -6 -11 -11 -11

PTP -119 -90 -52 356 204 -21 -161 -61 56

Taxes/Minorities 1 0 6 -6 0 1 0 0 0

Net earnings -119 -90 -46 350 204 -20 -161 -61 56

Non-recurring items 0 0 0 0 0 -5 0 0 0

Net earnings (adj.) -119 -90 -46 350 204 -25 -161 -61 56

EPS -0.13 -1.01 -0.38 0.35

EPS (adj.) -0.16 -1.01 -0.38 0.35

DPS 0.26 0.14 0.42 1.10

Balance Sheet (USDm) 2012 2013 2014 2015 2016 2017E 2018E 2019E 2020E

Cash & short-term investments 146 74 254 132 207 157 53 94 150

Other current assets 152 117 284 243 167 143 143 143 143

Total current assets 297 192 538 375 373 299 196 236 292

Property & equip. (incl. NBs) 2,062 1,445 2,276 2,383 2,470 2,281 2,258 2,013 1,769

Other non-current assets 3 284 282 283 203 206 206 206 206

Total non-current assets 2,065 1,729 2,559 2,666 2,674 2,487 2,464 2,219 1,974

TOTAL ASSETS 2,363 1,921 3,096 3,041 3,047 2,787 2,659 2,455 2,267

Total equity 867 801 1,473 1,906 1,888 1,817 1,634 1,506 1,387

Short-term debt 168 138 169 100 119 108 124 113 116

Other current liabilities 141 107 126 79 70 79 79 79 79

Total current liabilities 310 245 295 180 189 187 203 192 195

Long-term debt 1,120 836 1,319 952 966 778 818 753 680

Other non-current liabilities 66 39 9 3 3 4 4 4 4

Total non-current liabilities 1,186 875 1,328 955 970 782 822 757 684

TOTAL EQUITY & LIABILITIES 2,363 1,921 3,096 3,041 3,047 2,787 2,659 2,455 2,267

Working capital, receivables 29 24 48 36 39 0 0 0 0

Working capital, payables 126 95 85 62 56 79 79 79 79

Net working capital -97 -71 -37 -26 -17 -79 -79 -79 -79

Interest bearing debt 1,288 974 1,489 1,052 1,086 887 942 866 796

Liquidity 146 74 254 132 207 157 53 94 150

Net interest bearing debt 1,142 899 1,235 921 879 730 889 773 647

Cash Flow (USDm) 2012 2013 2014 2015 2016 2017E 2018E 2019E 2020E

Net income -119 -90 -46 350 204 -20 -161 -61 56

Depreciation 231 235 245 245

Other -1 0 0 0

Cash earnings 57 35 127 508 400 210 73 184 301

Changes in working capital 20 -43 -112 -58 38 21 0 0 0

Net operational cash flow 78 -9 15 451 438 230 73 184 301

Capex -149 -10 -1,177 -360 -343 -142 -211 0 0

Other investments 0 0 0 0 0 0 0 0 0

Proceeds from sales 48 53 124 113 223 97 0 0 0

Other 0 -14 31 41 19 -5 0 0 0

Net investing cash flow -101 28 -1,023 -206 -101 -37 -211 0 0

Repayment of debt -17 -57 580 -445 -38 -196 -98 -76 -70

Proceeds from debt 760 61 1,395 931 — 0 154 0 0

Dividends paid 0 0 0 -138 -217 -42 -22 -67 -175

New equity — 0 475 237 — 0 0 0 0

Other -760 -61 -1,262 -951 -6 -5 0 0 0

Net financing cash flow -17 -57 1,189 -365 -261 -244 34 -144 -245

Currency effect 0 -1 -1 -2 -1 1 0 0 0

Net cash flow -40 -39 180 -122 75 -50 -104 40 56

Cash balance 146 107 254 132 207 157 53 94 150

Free cash flow -23 19 -1,008 245 338 193 -138 184 301  
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𝑓 λ = 𝑎0 + 𝛽1 𝜆
𝜏 , 𝑅2 ≈ 1

 Share Data & Valuation (USDm) 2012 2013 2014 2015 2016 2017E 2018E 2019E 2020E

Shares outstanding, end — — — — — 159 159 159 159

Share price, avg (USD) 14 9 8 8 8 8

Share price, end (USD) — — — 14 8 8 8 8 8

Market Cap. 1,298 1,298 1,298 1,298

NIBD 1,142 899 1,235 921 879 730 889 773 647

Minorities 0 0 0 0 0 0 0 0 0

Enterprise value 2,027 2,187 2,070 1,944

Key Figures & Ratios 2012 2013 2014 2015 2016 2017E 2018E 2019E 2020E

P/E (reported) 23.0

P/E (adj.) 23.0

P/CE 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

P/Sales 2.9 4.3 3.1 2.4

EV/Sales 4.5 7.2 4.9 3.6

EV/EBITDA 9.4 26.0 10.6 6.2

EV/EBIT 28.9

P/B 0.7 0.8 0.9 0.9

FCF yield 15% -11% 14% 23%

Dividend yield 3.2% 1.7% 5.2% 13.5%

Return on equity (ROE) -13.7% -11.2% -3.1% 18.4% 10.8% -1.1% -9.9% -4.0% 4.1%

Return on capital employed (ROCE) -2.8% -3.2% 0.4% 12.5% 7.5% -0.6% -6.0% -2.2% 3.4%

Return on assets (ROA) -5.0% -4.7% -1.5% 11.5% 6.7% -0.7% -6.1% -2.5% 2.5%

Sales growth 4% -6% 54% 55% -19% -40% -32% 39% 28%

EBITDA margin 48% 28% 46% 58%

EBIT margin -14% -14% 2% 38% 28% -3% -49% -12% 12%

Net margin -29% -23% -8% 38% 27% -5% -53% -14% 10%

Net interest rate 0.0% 0.0% 0.0% 0.0% 0.0% 1.6% 5.2% 6.0% 7.2%

Tax rate 0.6% -0.2% 11.1% 1.6% -0.1% 4.0% 0.0% 0.0% 0.0%

Equity ratio 37% 42% 48% 63% 62% 65% 61% 61% 61%

Leverage ratio 63% 58% 52% 37% 38% 35% 39% 39% 39%

NIBD / EBITDA (past 1y) 3.4 10.6 4.0 2.1

Operating cash flow/NIBD 0.1 0.0 0.0 0.5 0.5 0.3 0.1 0.2 0.5

Net interest coverage ratio (EBITDA) 18.4 1.8 4.2 6.7

Current ratio 1.0 0.8 1.8 2.1 2.0 1.6 1.0 1.2 1.5

Adj. equity ratio 55% 49% 59% 67%

Operating assets 2,217 1,846 2,842 2,909 2,840 2,601 2,577 2,332 2,088

Operating liabilities 208 146 135 83 73 83 83 83 83

Net operating assets 2,009 1,700 2,707 2,827 2,767 2,518 2,494 2,250 2,005

Source for financial items: Historical numbers primarily gathered from Bloomberg and company data. Forecast from Gersemi Research  
 

 

 Break-even levels vs TCE revenue (USD per fleet day)  
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        $FRO (#SELL, 3.2): Focus on growth through the cyclical trough, but limited support for current valuation 

 

FRO-US SELL/TP 3.2 Frontline 
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 Share price vs target price 
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 Key numbers Key numbers  
USDm 2017 2018 2019 2020

Net sales 380           296           398           502           

EBITDA 179           85              182           285           

EBIT 37              -64            32              135           

PTP -32            -145          -58            50              

Net earnings -33            -146          -59            50              

EPS -0.19         -0.86         -0.34         0.29          

DPS 0.32          -            0.05          0.19          
 

USDm 2017 2018 2019 2020

Fwd NAV 597           368           731           1,030        

Adj. equity ratio 22% 14% 26% 34%

FCF yield -75% -33% 4% 25%

Dividend yield 7% 0% 1% 4%

EV/EBITDA 14.2          32.9          15.3          9.2            

P/E (adj.) 15.6          
 

USDm 2017 2018 2019 2020

Net operational cash flow 142           3                91              200           

Free cash flow -586          -257          30              192           

Net cash flow 31              -160          -40            48              

TCE/day 21,867      14,669      19,098      24,044      

Cash break-even -4,421       20,915      20,329      19,833      

Liquidity 234           74              35              82              

Property & Equip. (incl. NBs) 2,815        2,925        2,837        2,696        

Total equity 1,417        1,271        1,203        1,221        

Interest bearing debt 2,007        2,104        2,044        1,933        

Net interest bearing debt 1,773        2,030        2,009        1,851        

Market Cap. 780           780           780           780           

Enterprise value 2,553        2,809        2,788        2,629        

Capex 715           260           61              8                 

 Source: Gersemi Research, Bloomberg, company data  
Disclaimer: The publisher currently has no investments in the company. More disclaimers at the end of this document 

 

𝑓 λ = 𝑎0 + 𝛽1 𝜆
𝜏 , 𝑅2 ≈ 1
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𝑓 λ = 𝑎0 + 𝛽1 𝜆
𝜏 , 𝑅2 ≈ 1

 

Valuation 
 

 Valuation & target price Quarterly forward NAV & P/NAV  
 Net asset values

USDm 3Q17 Fair value Implied

Primary assets 2,845 2,327 2,549

Contract value 0 141 154

Other 221 221 243

GAV 3,066 2,689 2,946

Net debt -1,784 -1,784 -1,784

Capex 0 -311 -311

Other -71 -71 -71

NAV 1,211 524 780

Shares 170 170 170

NAVPS 7.13 3.08 4.60

Share price 7.1 3.1 4.6

P/NAV 0.64 1.49 1.00

EV/GAV 0.96 1.10 1.00

Adj. Total Assets 3,411 2,893 3,116

Adj. Equity Ratio 36% 18% 25%

Target price USD 3.2 -31%  
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 Quarterly forward NAV decomposition  
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 Forward fleet valuation decomposition Forward fleet value & net loan to value  
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𝑓 λ = 𝑎0 + 𝛽1 𝜆
𝜏 , 𝑅2 ≈ 1

 

Estimate Changes 
 

 Profit & Loss  
 Estimate changes New Old Change

USDm 2017 2018 2019 2020 2017 2018 2019 2020 2017 2018 2019 2020

Net sales 380           296           398           502           386           321           415           528           -6             -25           -18           -26           

EBITDA 179           85              182           285           181           111           200           311           -1             -26           -19           -26           

EBIT 37              -64            32              135           26              -63            26              137           11            -1             6              -2             

PTP -32            -145          -58            50              -37            -126          -36            78              5              -19           -22           -29           

Net earnings -33            -146          -59            50              -38            -127          -37            79              6              -19           -22           -29           

EPS -0.19         -0.86         -0.34         0.29          -0.23         -0.75         -0.22         0.47          2017 2018 2019 2020

DPS 0.32          -            0.05          0.19          0.45          0.04          0.18          0.33          -6             -25           -18           -26           

-5             1              1              0              

-12           -24           -24           -24           

5              18            28            27            

-0             -0             -0             0               
 

 

 Cash Flows & Balance Sheet  
 Estimate changes Change

USDm 2017 2018 2019 2020 2017 2018 2019 2020 2017 2018 2019 2020

Net operational cash flow 142           3                91              200           148           47              137           253           -7             -43           -46           -53           

Free cash flow -586          -257          30              192           -748          6                23              245           161          -262         7              -53           

Net cash flow 31              -160          -40            48              -188          56              -9              78              219          -216         -31           -30           

TCE/day 21,867      14,669      19,098      24,044      22,174      16,013      20,049      25,298      -307         -1,344     -952         -1,253     

Cash break-even -4,421       20,915      20,329      19,833      6,786        19,665      18,958      18,531      -11,208   1,249       1,370       1,302       

Liquidity 234           74              35              82              15              71              62              139           219          3              -27           -57           

Property & Equip. (incl. NBs) 2,815        2,925        2,837        2,696        2,977        2,844        2,784        2,618        -162         82            53            77            

Total equity 1,417        1,271        1,203        1,221        1,388        1,254        1,187        1,210        29            17            16            11            

Interest bearing debt 2,007        2,104        2,044        1,933        1,989        2,046        2,045        1,934        18            58            -1             -1             

Net interest bearing debt 1,773        2,030        2,009        1,851        1,974        1,975        1,983        1,794        -201         55            26            56            

Market Cap. 780           780           780           780           965           965           965           965           -184         -184         -184         -184         

Enterprise value 2,553        2,809        2,788        2,629        2,938        2,938        2,946        2,758        -385         -129         -158         -128         

Capex 715           260           61              8                876           41              115           8                -161         219          -53           -            
 

 

 Valuation  
 Estimate changes New New Change

USDm 2017 2018 2019 2020 2017 2018 2019 2020 2017 2018 2019 2020

Fwd NAV 597           368           731           1,030        585           462           900           1,270        12            -94           -169         -239         

Adj. equity ratio 22% 14% 26% 34% 22% 18% 30% 39% 0% -3% -4% -5%

FCF yield -75% -33% 4% 25% -78% 1% 2% 25% 2% -33% 1% -1%

Dividend yield 7% 0% 1% 4% 8% 1% 3% 6% -1% -1% -2% -2%

EV/EBITDA 14.2          32.9          15.3          9.2            16.3          26.4          14.7          8.9            -2.0          6.5           0.6           0.4           

P/E (adj.) 15.6          12.2          3.4            
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𝑓 λ = 𝑎0 + 𝛽1 𝜆
𝜏 , 𝑅2 ≈ 1

 

Our Estimates vs Consensus 
 

 Profit & Loss, year I Profit & Loss, year II  
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 Consensus EBITDA development Target price vs share price  
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 GR vs consensus: P&L break-down Avg. TCE/day across fleet vs consensus  
 2017 GR Consensus Diff. Diff.

TCE revenue 380 458 -77 -17%

Opex + G&A 201 254 -53 -21%

Depreciation 143 153 -10 -7%

Net finance 69 73 -4 -6%

Taxes & Minorities 1 -8 8 -107%  
 

2018 GR Consensus Diff. Diff.

TCE revenue 296 429 -133 -31%

Opex + G&A 211 196 15 7%

Depreciation 150 135 15 11%

Net finance 81 105 -24 -23%

Taxes & Minorities 1 -1 2 -242%  
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𝑓 λ = 𝑎0 + 𝛽1 𝜆
𝜏 , 𝑅2 ≈ 1

 Profit & Loss (USDm) 2012 2013 2014 2015 2016 2017E 2018E 2019E 2020E

Net sales 848 817 346 569 916 380 296 398 502

Operational costs -749 -841 -193 -229 -597 -201 -211 -216 -217

EBITDA 99 -24 153 340 319 179 85 182 285

Depreciation/Amortization -115 -100 -32 -53 -141 -143 -150 -150 -150

EBIT -16 -124 121 287 177 37 -64 32 135

Net financials -55 -66 17 -32 -60 -69 -81 -90 -86

PTP -71 -190 137 256 118 -32 -145 -58 50

Taxes/Minorities -12 1 12 -101 -1 -1 0 0

Net earnings -83 -189 149 155 — -33 -146 -59 50

Non-recurring items 0 0 0 0 0 0 0 0

Net earnings (adj.) -83 -189 149 155 117 -33 -146 -59 50

EPS -5.31 -10.90 6.65 4.94 -0.19 -0.86 -0.34 0.29

EPS (adj.) -5.31 -10.90 6.65 4.94 0.69 -0.19 -0.87 -0.35 0.30

DPS 0.00 0.00 1.65 1.25 0.97 0.32 0.00 0.05 0.19

Balance Sheet (USDm) 2012 2013 2014 2015 2016 2017E 2018E 2019E 2020E

Cash & short-term investments 138 54 236 265 — 233 73 34 82

Other current assets 254 206 201 203 196 196 196 196

Total current assets 392 260 437 467 384 429 269 230 277

Property & equip. (incl. NBs) 1,203 999 1,089 2,150 2,322 2,815 2,925 2,837 2,696

Other non-current assets 93 108 976 266 261 252 252 252 252

Total non-current assets 1,296 1,107 2,065 2,416 2,583 3,067 3,177 3,089 2,947

TOTAL ASSETS 1,688 1,368 2,502 2,883 2,966 3,496 3,446 3,318 3,225

Total equity 131 -18 1,447 1,446 1,500 1,417 1,271 1,203 1,221

Short-term debt 52 47 44 147 124 133 112 129 124

Other current liabilities 114 61 193 95 59 70 70 70 70

Total current liabilities 166 108 237 242 183 203 182 199 194

Long-term debt 1,382 1,201 474 1,192 1,281 1,875 1,992 1,915 1,808

Other non-current liabilities 9 76 344 3 3 1 1 1 1

Total non-current liabilities 1,391 1,278 817 1,195 1,284 1,876 1,993 1,916 1,810

TOTAL EQUITY & LIABILITIES 1,688 1,368 2,502 2,883 2,966 3,496 3,446 3,318 3,225

Working capital, receivables 90 66 36 103 102 0 0 0 0

Working capital, payables 104 58 18 68 49 0 0 0 0

Net working capital -13 8 18 35 53 0 0 0 0

Interest bearing debt 1,435 1,248 518 1,340 1,405 2,007 2,104 2,044 1,933

Liquidity 225 122 272 265 234 74 35 82

Net interest bearing debt 1,209 1,126 246 1,075 1,773 2,030 2,009 1,851

Cash Flow (USDm) 2012 2013 2014 2015 2016 2017E 2018E 2019E 2020E

Net income -83 -189 149 155 — -33 -146 -59 50

Depreciation 115 100 32 53 141 143 150 150 150

Other 16 71 -99 5 160 4 0 0 0

Cash earnings 48 -18 82 212 302 115 3 91 200

Changes in working capital 21 -25 -23 -5 -16 27 0 0 0

Net operational cash flow 69 -43 59 207 286 142 3 91 200

Capex -15 -3 -202 -787 -622 -715 -260 -61 -8

Other investments 0 0 0 0 0 0 0 0 0

Proceeds from sales 10 0 174 515 217 0 0 0 0

Other 1 16 -35 -188 9 0 0 0 0

Net investing cash flow -3 13 -64 -459 -397 -728 -260 -61 -8

Repayment of debt -89 -54 -75 114 125 359 -130 -117 -111

Proceeds from debt — — — — — 329 227 57 0

Dividends paid 0 0 -37 -39 -165 -55 0 -9 -33

New equity — 5 0 0 98 0 0 0 0

Other 0 -5 66 145 -10 0 0 0 0

Net financing cash flow -89 -54 -46 220 49 617 97 -69 -144

Currency effect 0 0 0 0 0 0 0 0 0

Net cash flow -23 -84 -51 -32 -62 31 -160 -40 48

Cash balance 138 54 236 265 202 233 73 34 82

Free cash flow 66 -29 -5 -252 -111 -586 -257 30 192  
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𝑓 λ = 𝑎0 + 𝛽1 𝜆
𝜏 , 𝑅2 ≈ 1

 Share Data & Valuation (USDm) 2012 2013 2014 2015 2016 2017E 2018E 2019E 2020E

Shares outstanding, end 16 17 22 31 170 170 170 170 170

Share price, avg (USD) 23 13 14 14 8 6 5 5 5

Share price, end (USD) 16 19 13 15 7 5 5 5 5

Market Cap. 254 324 282 468 1,207 780 780 780 780

NIBD 1,209 1,126 246 1,075 1,773 2,030 2,009 1,851

Minorities 11 9 324 0 0 0 1 2 1

Enterprise value 1,452 1,441 204 1,542 2,553 2,809 2,788 2,629

Key Figures & Ratios 2012 2013 2014 2015 2016 2017E 2018E 2019E 2020E

P/E (reported) 1.9 3.0 15.6

P/E (adj.) 1.9 3.0 10.3 15.6

P/CE 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

P/Sales 0.3 0.4 0.8 0.8 1.3 2.1 2.6 2.0 1.6

EV/Sales 1.7 1.8 0.6 2.7 6.7 9.5 7.0 5.2

EV/EBITDA 14.7 1.3 4.5 14.2 32.9 15.3 9.2

EV/EBIT 1.7 5.4 69.8 86.9 19.4

P/B 2.1 0.3 0.3 0.8 0.6 0.6 0.6 0.6

FCF yield 26% -9% -2% -54% -9% -75% -33% 4% 25%

Dividend yield 0.0% 0.0% 13.1% 8.4% 13.6% 7.0% 0.0% 1.2% 4.2%

Return on equity (ROE) -69.1% 699.4% 13.3% 10.7% -2.3% -11.5% -4.9% 4.1%

Return on capital employed (ROCE) -1.2% -11.2% 7.1% 11.4% 6.1% 1.1% -1.9% 1.0% 4.4%

Return on assets (ROA) -4.9% -13.8% 6.0% 5.4% -0.9% -4.2% -1.8% 1.5%

Sales growth -23% -4% -58% 65% 61% -58% -22% 34% 26%

EBITDA margin 12% -3% 44% 60% 35% 47% 29% 46% 57%

EBIT margin -2% -15% 35% 51% 19% 10% -22% 8% 27%

Net margin -10% -23% 43% 27% -9% -49% -15% 10%

Net interest rate 7.8% 0.0% 3.0% 1.6% 3.8% 4.0% 4.5% 4.6%

Tax rate -0.5% -0.1% 0.0% 0.1% 0.0% -0.2% -0.1% -0.1% 0.0%

Equity ratio 8% -1% 58% 50% 51% 41% 37% 36% 38%

Leverage ratio 92% 101% 42% 50% 49% 59% 63% 64% 62%

NIBD / EBITDA (past 1y) 12.2 -46.6 1.6 3.2 9.9 23.8 11.1 6.5

Operating cash flow/NIBD 0.1 0.0 0.2 0.2 0.1 0.0 0.0 0.1

Net interest coverage ratio (EBITDA) 1.1 20.6 19.3 2.6 1.1 2.0 3.3

Current ratio 2.4 2.4 1.8 1.9 2.1 2.1 1.5 1.2 1.4

Adj. equity ratio 22% 14% 26% 34%

Operating assets 1,463 1,245 2,230 2,619 2,966 3,262 3,372 3,284 3,142

Operating liabilities 123 137 537 98 62 71 71 71 71

Net operating assets 1,341 1,108 1,693 2,521 2,904 3,191 3,301 3,213 3,071

Source for financial items: Historical numbers primarily gathered from Bloomberg and company data. Forecast from Gersemi Research  
 

 

 Break-even levels vs TCE revenue (USD per fleet day)  
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GNRT-US SELL/TP 3.9 Gener8 Maritime 
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 Share price vs target price 
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 Key numbers Key numbers  
USDm 2017 2018 2019 2020

Net sales 293           195           272           351           

EBITDA 37              63              140           219           

EBIT -66            -28            49              128           

PTP -148          -107          -29            56              

Net earnings -148          -107          -29            56              

EPS -1.78         -1.29         -0.35         0.68          

DPS -            -            -            -            
 

USDm 2017 2018 2019 2020

Fwd NAV 740           486           772           1,011        

Adj. equity ratio 36% 28% 41% 49%

FCF yield 93% -4% 17% 40%

Dividend yield 0% 0% 0% 0%

EV/EBITDA 40.3          23.8          10.2          5.9            

P/E (adj.) 6.5            
 

USDm 2017 2018 2019 2020

Net operational cash flow 141           -16            62              147           

Free cash flow 341           -16            62              147           

Net cash flow 106           -132          -34            59              

TCE/day 23,673      16,164      22,585      29,095      

Cash break-even 48,851      27,100      25,463      24,237      

Liquidity 201           69              35              93              

Property & Equip. (incl. NBs) 2,295        2,204        2,113        2,022        

Total equity 1,288        1,181        1,152        1,208        

Interest bearing debt 1,310        1,194        1,098        1,009        

Net interest bearing debt 1,110        1,125        1,063        916           

Market Cap. 368           368           368           368           

Enterprise value 1,478        1,494        1,432        1,284        

Capex 134           -            -            -             

 Source: Gersemi Research, Bloomberg, company data  
Disclaimer: The publisher currently has no investments in the company. More disclaimers at the end of this document 

 

𝑓 λ = 𝑎0 + 𝛽1 𝜆
𝜏 , 𝑅2 ≈ 1
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𝑓 λ = 𝑎0 + 𝛽1 𝜆
𝜏 , 𝑅2 ≈ 1

 

Valuation 
 

 Valuation & target price Quarterly forward NAV & P/NAV  
 Net asset values

USDm 3Q17 Fair value Implied

Primary assets 2,386 1,819 1,501

Contract value 0 0 0

Other 121 110 90

GAV 2,507 1,929 1,591

Net debt -1,176 -1,176 -1,176

Capex 0 -29 -29

Other -18 -18 -18

NAV 1,313 706 368

Shares 83 83 83

NAVPS 15.82 8.51 4.44

Share price 15.8 8.5 4.4

P/NAV 0.28 0.52 1.00

EV/GAV 0.63 0.82 1.00

Adj. Total Assets 2,705 2,138 1,820

Adj. Equity Ratio 49% 33% 20%

Target price USD 3.9 -13%  
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 Quarterly forward NAV decomposition  
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 Forward fleet valuation decomposition Forward fleet value & net loan to value  
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𝑓 λ = 𝑎0 + 𝛽1 𝜆
𝜏 , 𝑅2 ≈ 1

 

Estimate Changes 
 

 Profit & Loss  
 Estimate changes New Old Change

USDm 2017 2018 2019 2020 2017 2018 2019 2020 2017 2018 2019 2020

Net sales 293           195           272           351           305           235           306           392           -12           -40           -34           -40           

EBITDA 37              63              140           219           80              91              161           247           -43           -28           -21           -28           

EBIT -66            -28            49              128           -25            -10            60              145           -41           -18           -11           -18           

PTP -148          -107          -29            56              -107          -82            -9              85              -41           -25           -20           -28           

Net earnings -148          -107          -29            56              -107          -82            -9              85              -41           -25           -20           -28           

EPS -1.78         -1.29         -0.35         0.68          -1.29         -0.99         -0.10         1.02          2017 2018 2019 2020

DPS -            -            -            -            -            -            -            -            -12           -40           -34           -40           

31            -12           -12           -13           

-3             -10           -10           -10           

-0             7              9              10            

-           -           -           -            
 

 

 Cash Flows & Balance Sheet  
 Estimate changes Change

USDm 2017 2018 2019 2020 2017 2018 2019 2020 2017 2018 2019 2020

Net operational cash flow 141           -16            62              147           131           19              92              186           10            -35           -30           -38           

Free cash flow 341           -16            62              147           242           19              92              186           99            -35           -30           -38           

Net cash flow 106           -132          -34            59              49              -118          -5              96              57            -14           -30           -38           

TCE/day 23,673      16,164      22,585      29,095      23,700      17,916      23,271      29,750      -27           -1,752     -686         -655         

Cash break-even 48,851      27,100      25,463      24,237      43,745      26,866      23,640      22,439      5,106       234          1,823       1,799       

Liquidity 201           69              35              93              144           26              21              118           57            43            13            -24           

Property & Equip. (incl. NBs) 2,295        2,204        2,113        2,022        2,271        2,170        2,069        1,968        24            34            44            54            

Total equity 1,288        1,181        1,152        1,208        1,330        1,248        1,239        1,324        -42           -67           -87           -116         

Interest bearing debt 1,310        1,194        1,098        1,009        1,341        1,205        1,107        1,018        -31           -10           -9             -9             

Net interest bearing debt 1,110        1,125        1,063        916           1,198        1,178        1,086        900           -88           -53           -23           16            

Market Cap. 368           368           368           368           383           383           383           383           -14           -14           -14           -14           

Enterprise value 1,478        1,494        1,432        1,284        1,580        1,561        1,469        1,283        -102         -67           -37           2              

Capex 134           -            -            -            150           -            -            -            -16           -           -           -            
 

 

 Valuation  
 Estimate changes New New Change

USDm 2017 2018 2019 2020 2017 2018 2019 2020 2017 2018 2019 2020

Fwd NAV 740           486           772           1,011        719           521           838           1,117        20            -35           -66           -106         

Adj. equity ratio 36% 28% 41% 49% 34% 30% 42% 51% 1% -1% -2% -2%

FCF yield 93% -4% 17% 40% 63% 5% 24% 49% 29% -9% -7% -9%

Dividend yield 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%

EV/EBITDA 40.3          23.8          10.2          5.9            19.7          17.2          9.1            5.2            20.6         6.6           1.1           0.7           

P/E (adj.) 6.5            4.5            2.0            
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𝑓 λ = 𝑎0 + 𝛽1 𝜆
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Our Estimates vs Consensus 
 

 Profit & Loss, year I Profit & Loss, year II  
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 Consensus EBITDA development Target price vs share price  
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 GR vs consensus: P&L break-down Avg. TCE/day across fleet vs consensus  
 2017 GR Consensus Diff. Diff.

TCE revenue 293 308 -15 -5%

Opex + G&A 256 145 111 76%

Depreciation 103 134 -31 -23%

Net finance 82 83 -1 -1%

Taxes & Minorities 0 -23 23 -100%  
 

2018 GR Consensus Diff. Diff.

TCE revenue 195 293 -98 -33%

Opex + G&A 132 124 8 7%

Depreciation 91 70 21 31%

Net finance 79 97 -18 -19%

Taxes & Minorities 0 3 -3 -100%  
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𝑓 λ = 𝑎0 + 𝛽1 𝜆
𝜏 , 𝑅2 ≈ 1

 Profit & Loss (USDm) 2012 2013 2014 2015 2016 2017E 2018E 2019E 2020E

Net sales 0 617 632 525 417 293 195 272 351

Operational costs -638 -604 -326 -214 -256 -132 -132 -133

EBITDA -21 29 200 203 37 63 140 219

Depreciation/Amortization -46 -46 -48 -87 -103 -91 -91 -91

EBIT — -67 -17 152 116 -66 -28 49 128

Net financials -34 -30 -22 -49 -82 -79 -78 -71

PTP — -101 -47 130 67 -148 -107 -29 56

Taxes/Minorities 0 0 0 0 0 0 0 0

Net earnings — -101 -47 130 67 -148 -107 -29 56

Non-recurring items 0 0 0 0 115 0 0 0

Net earnings (adj.) — -101 -47 130 67 -33 -107 -29 56

EPS -4.48 -1.42 1.57 0.81 -1.78 -1.29 -0.35 0.68

EPS (adj.) -4.48 -1.42 1.57 0.81 -0.40 -1.29 -0.35 0.68

DPS 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Balance Sheet (USDm) 2012 2013 2014 2015 2016 2017E 2018E 2019E 2020E

Cash & short-term investments — 98 147 158 95 201 69 35 93

Other current assets 103 83 101 121 89 89 89 89

Total current assets — 201 231 258 215 290 158 124 183

Property & equip. (incl. NBs) — 876 1,075 2,003 2,705 2,295 2,204 2,113 2,022

Other non-current assets 46 53 129 72 45 45 45 45

Total non-current assets — 922 1,128 2,132 2,777 2,340 2,249 2,158 2,066

TOTAL ASSETS — 1,123 1,359 2,390 2,993 2,630 2,407 2,282 2,249

Total equity — 366 517 1,348 1,437 1,288 1,181 1,152 1,208

Short-term debt — 0 0 135 181 163 120 150 153

Other current liabilities 80 53 133 36 30 30 30 30

Total current liabilities — 80 53 269 217 193 150 180 184

Long-term debt — 678 789 773 1,338 1,147 1,075 948 856

Other non-current liabilities 0 0 1 1 1 1 1 1

Total non-current liabilities — 678 789 773 1,339 1,148 1,076 949 857

TOTAL EQUITY & LIABILITIES — 1,123 1,359 2,390 2,993 2,630 2,407 2,282 2,249

Working capital, receivables 46 50 52 63 31 31 31 31

Working capital, payables — 61 34 6 9 14 14 14 14

Net working capital -15 16 46 54 17 17 17 17

Interest bearing debt 678 789 908 1,519 1,310 1,194 1,098 1,009

Liquidity 98 148 158 95 201 69 35 93

Net interest bearing debt 579 641 751 1,424 1,110 1,125 1,063 916

Cash Flow (USDm) 2012 2013 2014 2015 2016 2017E 2018E 2019E 2020E

Net income — -101 -47 130 67 -148 -107 -29 56

Depreciation 46 46 48 87 103 91 91 91

Other 2 -3 -1 64 160 0 0 0

Cash earnings -53 -4 176 219 114 -16 62 147

Changes in working capital — 13 -8 -20 40 26 0 0 0

Net operational cash flow — -40 -12 156 259 141 -16 62 147

Capex — -3 -254 -395 -973 -134 0 0 0

Other investments 0 0 0 0 0 0 0 0 0

Proceeds from sales — 8 23 0 87 336 0 0 0

Other 0 -7 -3 -17 -111 0 0 0

Net investing cash flow — 4 -238 -399 -903 200 0 0 0

Repayment of debt — -97 104 83 607 -382 -116 -96 -89

Proceeds from debt — 19 125 830 794 148 0 0 0

Dividends paid — 0 0 0 0 0 0 0 0

New equity — 194 196 230 0 0 0 0 0

Other -10 -125 -890 -820 -111 0 0 0

Net financing cash flow — 105 299 253 581 -235 -116 -96 -89

Currency effect — 0 0 0 0 0 0 0 0

Net cash flow 69 50 10 -63 106 -132 -34 59

Cash balance — 158 95 201 69 35 93

Free cash flow -36 -250 -243 -644 341 -16 62 147  
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𝑓 λ = 𝑎0 + 𝛽1 𝜆
𝜏 , 𝑅2 ≈ 1

 Share Data & Valuation (USDm) 2012 2013 2014 2015 2016 2017E 2018E 2019E 2020E

Shares outstanding, end — 23 33 83 83 83 83 83 83

Share price, avg (USD) 12 6 5 4 4 4

Share price, end (USD) — — — 9 4 4 4 4 4

Market Cap. 781 372 368 368 368 368

NIBD 579 641 751 1,424 1,110 1,125 1,063 916

Minorities — 0 0 0 0 0 0 0 0

Enterprise value 1,532 1,796 1,478 1,494 1,432 1,284

Key Figures & Ratios 2012 2013 2014 2015 2016 2017E 2018E 2019E 2020E

P/E (reported) 6.0 5.5 6.5

P/E (adj.) 6.0 5.5 6.5

P/CE 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

P/Sales 1.5 0.9 1.3 1.9 1.4 1.0

EV/Sales 2.9 4.3 5.1 7.7 5.3 3.7

EV/EBITDA 7.7 8.8 40.3 23.8 10.2 5.9

EV/EBIT 10.1 15.4 29.3 10.1

P/B 0.6 0.3 0.3 0.3 0.3 0.3

FCF yield -31% -173% 93% -4% 17% 40%

Dividend yield 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Return on equity (ROE) -27.6% -9.1% 9.6% 4.7% -11.5% -9.1% -2.5% 4.7%

Return on capital employed (ROCE) -7.1% -1.5% 7.2% 4.1% -2.8% -1.2% 2.2% 6.0%

Return on assets (ROA) -9.0% -3.5% 5.4% 2.2% -5.6% -4.4% -1.3% 2.5%

Sales growth 3% -17% -21% -30% -33% 40% 29%

EBITDA margin -3% 5% 38% 49% 13% 32% 51% 62%

EBIT margin -11% -3% 29% 28% -23% -15% 18% 36%

Net margin -16% -7% 25% 16% -51% -55% -11% 16%

Net interest rate 0.0% 0.0% 0.0% 0.0% 7.4% 7.0% 7.3% 7.8%

Tax rate 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Equity ratio 33% 38% 56% 48% 49% 49% 50% 54%

Leverage ratio 67% 62% 44% 52% 51% 51% 50% 46%

NIBD / EBITDA (past 1y) -27.6 22.4 3.8 7.0 30.3 17.9 7.6 4.2

Operating cash flow/NIBD -0.1 0.0 0.2 0.2 0.1 0.0 0.1 0.2

Net interest coverage ratio (EBITDA) 0.4 0.8 1.8 3.1

Current ratio 2.5 4.4 1.0 1.0 1.5 1.1 0.7 1.0

Adj. equity ratio 36% 28% 41% 49%

Operating assets 1,025 1,211 2,231 2,897 2,428 2,337 2,245 2,154

Operating liabilities 80 53 134 36 32 32 32 32

Net operating assets 945 1,158 2,097 2,860 2,396 2,305 2,214 2,123

Source for financial items: Historical numbers primarily gathered from Bloomberg and company data. Forecast from Gersemi Research  
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19 December 2017 Independence & Integrity  

   $NAT (#HOLD,2.5): New equity issued, as expected. Balance sheet shored up through the trough. Rare NAV pricing prompts upgrade to HOLD  

 

NAT-US HOLD/TP 2.5 Nordic American Tankers 
 

Just as we outlined in our September sector report, the 

company had to undertake a highly dilutive equity 

issuance. However, the share price has fallen far below 

our previous $3.9/sh target price and the company is now 

trading a rare discount to NAV. Add a restructured 

balance sheet which should safely see the company 

through the trough, we upgrade the company from SELL 

to HOLD, but lower our TP to $2.5/sh.  
 

Valuation: Nordic American Tankers has historically been valued 

at a yield-pricing vs most peers at +/- NAV through the cycles. We 

have previously highlighted the challenging valuation of NAT on 

several occasions, last in our September sector report. This 

valuation issue has now changed radically as the share is trading at 

a discount to NAV. The question remains whether the company 

will be repriced to yield and thus can continue to issue shares to 

finance dividends at a less dilutive path through the cycles, or if the 

valuation disconnect from NAV is history? The jury is still out, but 

we believe the cash flows will improve significantly from 2H18E 

and onwards, and thus will enable NAT to increase dividends again 

in an effortless manner and regain its yield pricing. Please see 

section “NAT in a nutshell” below for more details. 
 

We calculate a NAV of $2.7/sh, but see downside to asset prices. 

Our $2.5/sh TP is based on a weighted average of current/future 

NAV and mid-cycle multiples in 2019E. We estimate dividend yield 

of 9% in ‘18E and 24% in ‘19E, vs the historical average of 12%. 

Implied share price end’19E at 12% yield is $5.1/sh. 
 

 

 Share price vs target price 

SELL​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​

SELL​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​
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 Key numbers Key numbers  
USDm 2017 2018 2019 2020

Net sales 165         156         223         283         

EBITDA 66           52           113         173         

EBIT -36          -61          -17          43           

PTP -63          -81          -48          13           

Net earnings -63          -81          -48          13           

EPS -0.60       -0.57       -0.34       0.09        

DPS 0.64        0.23        0.61        0.70        
 

USDm 2017 2018 2019 2020

Fwd NAV 384           385           544           716           

Adj. equity ratio 44% 39% 49% 58%

FCF yield 1% -28% 23% 40%

Dividend yield 19% 9% 24% 28%

EV/EBITDA 10.2          15.6          7.2            4.5            

P/E (adj.) 27.1          
 

USDm 2017 2018 2019 2020

Net operational cash flow 53              32              82              143           

Free cash flow 4                -102          82              143           

Net cash flow 39              -5              -51            1                

TCE/day 15,138      13,588      18,475      23,433      

Cash break-even 10,873      10,882      15,538      15,084      

Liquidity 131           126           75              76              

Property & Equip. (incl. NBs) 1,047        1,068        938           808           

Total equity 838           724           590           503           

Interest bearing debt 444           573           527           485           

Net interest bearing debt 313           448           452           409           

Market Cap. 362           362           362           362           

Enterprise value 675           810           814           771           

Capex 40              134           -            -             

 Source: Gersemi Research, Bloomberg, company data  
Disclaimer: The publisher currently has no investments in the company. More disclaimers at the end of this document 

 

𝑓 λ = 𝑎0 + 𝛽1 𝜆
𝜏 , 𝑅2 ≈ 1
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http://gersemiresearch.com/2017/09/07/oil-tanker-sector-upgraded-to-hold-sell-trade-on-volatility-as-recovery-looms/?mail20171005
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NAT in a nutshell 
 
As we wrote in our September sector report: 
 
“In our view, the financial strategy and market pricing of NAT is rare and intriguing in the world of commodity shipping. The company has 
paid consecutive quarterly dividends since 4Q 1997, and have achieved an impressive dividend pricing usually only found amongst Master 
Limited Partnerships (MLPs).  
 
The company has on average paid USD 24m above net profit in dividends since 1Q10, leading to a cumulative equity deficit of USD -710m 
as of 2Q17. In the same period, NAT has issued USD 618m in new equity, taking the share count from 47m to 102m. In order to maintain 
a steady dividend per share and a fleet of similar earnings capacity, the company will have to continue issuing an exponential number shares 
through the cycles.  
 
If the premium pricing to NAV was to diminish, the share growth needed to maintain the dividend would have to increase, making the 

exponential function even steeper.” 

  

 

 
Hypothetical future equity and share count: 

(September share price basis) 
Hypothetical future share count vs DPS: 

(September share price basis) 
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 (updated with last equity issuance and share price) (updated with last equity issuance and share price)  
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Valuation 
 

 Valuation & target price Quarterly forward NAV & P/NAV  
 Net asset values

USDm 4Q17 Fair value Implied

Primary assets 1,047 725 706

Contract value 0 0 0

Other 116 119 116

GAV 1,162 844 822

Net debt -313 -313 -313

Capex 0 -116 -116

Other -31 -31 -31

NAV 819 384 362

Shares 142 142 142

NAVPS 5.77 2.71 2.55

Share price 5.8 2.7 2.6

P/NAV 0.44 0.94 1.00

EV/GAV 0.71 0.97 1.00

Adj. Total Assets 1,323 1,001 982

Adj. Equity Ratio 62% 38% 37%

Target price USD 2.5 -2%  
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 Quarterly forward NAV decomposition  
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 Impact on NAV/sh from % change in asset prices % Impact on NAV from % change in asset prices  
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 Forward fleet valuation decomposition Forward fleet value & net loan to value  
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Estimate Changes 
 

 Profit & Loss  
 Estimate changes New Old Change

USDm 2017 2018 2019 2020 2017 2018 2019 2020 2017 2018 2019 2020

Net sales 165         156         223         283         167         174         240         309         -1           -18         -18         -26         

EBITDA 66           52           113         173         67           70           131         200         -1           -18         -18         -27         

EBIT -36          -61          -17          43           -34          -41          2              71           -2           -19         -19         -28         

PTP -63          -81          -48          13           -56          -59          -18          54           -7           -22         -31         -41         

Net earnings -63          -81          -48          13           -56          -59          -18          54           -7           -22         -31         -41         

EPS -0.60       -0.57       -0.34       0.09        -0.55       -0.57       -0.17       0.53        2017 2018 2019 2020

DPS 0.64        0.23        0.61        0.70        0.71        0.55        0.40        0.80        -1           -18         -18         -26         

-1           0            0            0            

1            1            1            1            

6            3            11          13          

-         -         -         -          
 

 

 Cash Flows & Balance Sheet  
 Estimate changes Change

USDm 2017 2018 2019 2020 2017 2018 2019 2020 2017 2018 2019 2020

Net operational cash flow 53              32              82              143           53              53              111           183           -0             -21           -29           -39           

Free cash flow 4                -102          82              143           3                -67            103           183           1              -35           -21           -39           

Net cash flow 39              -5              -51            1                -70            -28            19              61              108          23            -70           -60           

TCE/day 15,138      13,588      18,475      23,433      15,271      15,236      19,961      25,624      -133         -1,648     -1,486     -2,192     

Cash break-even 10,873      10,882      15,538      15,084      10,519      12,263      14,331      13,788      355          -1,380     1,207       1,296       

Liquidity 131           126           75              76              13              -15            4                65              118          141          71            10            

Property & Equip. (incl. NBs) 1,047        1,068        938           808           1,036        1,044        923           794           11            24            15            14            

Total equity 838           724           590           503           743           628           570           542           95            96            20            -39           

Interest bearing debt 444           573           527           485           444           539           495           455           0              35            32            29            

Net interest bearing debt 313           448           452           409           431           554           491           390           -118         -106         -39           19            

Market Cap. 362           362           362           362           536           536           536           536           -174         -174         -174         -174         

Enterprise value 675           810           814           771           967           1,090        1,028        926           -292         -280         -213         -155         

Capex 40              134           -            -            41              120           8                -            -1             14            -8             -            
 

 

 Valuation  
 Estimate changes New New Change

USDm 2017 2018 2019 2020 2017 2018 2019 2020 2017 2018 2019 2020

Fwd NAV 384         385         544         716         338         354         555         775         46          32          -11         -59         

Adj. equity ratio 44% 39% 49% 58% 41% 38% 51% 61% 3% 1% -2% -3%

FCF yield 1% -28% 23% 40% 1% -12% 19% 34% 1% -16% 3% 6%

Dividend yield 19% 9% 24% 28% 14% 10% 8% 15% 6% -1% 16% 12%

EV/EBITDA 10.2        15.6        7.2          4.5          14.4        15.6        7.8          4.6          -4.2        0.1         -0.6        -0.2        

P/E (adj.) 27.1        10.0        17.2        
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Our Estimates vs Consensus 
 

 Profit & Loss, year I Profit & Loss, year II  
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 Consensus EBITDA development Target price vs share price  
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 GR vs consensus: P&L break-down Avg. TCE/day across fleet vs consensus  
 2017 GR Consensus Diff. Diff.

TCE revenue 165 165 0 0%

Opex + G&A 99 98 1 1%

Depreciation 102 100 2 2%

Net finance 28 21 6 30%

Taxes & Minorities 0 1 -1 -100%  
 

2018 GR Consensus Diff. Diff.

TCE revenue 156 207 -50 -24%

Opex + G&A 104 99 6 6%

Depreciation 113 99 13 14%

Net finance 20 56 -37 -65%

Taxes & Minorities 0 -23 23 -100%  
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𝑓 λ = 𝑎0 + 𝛽1 𝜆
𝜏 , 𝑅2 ≈ 1

 Profit & Loss (USDm) 2012 2013 2014 2015 2016 2017E 2018E 2019E 2020E

Net sales 169 417 550 604 231 165 156 223 283

Operational costs -168 -436 -475 -394 -87 -99 -104 -110 -110

EBITDA 1 -19 76 211 144 66 52 113 173

Depreciation/Amortization -69 -74 -81 -83 -91 -102 -113 -130 -130

EBIT -68 -94 -5 128 53 -36 -61 -17 43

Net financials -5 -12 -10 -11 -11 -28 -20 -31 -30

PTP -73 -105 -15 117 42 -63 -81 -48 13

Taxes/Minorities 0 0 2 -3 -47 0 0 0 0

Net earnings -73 -105 -13 115 -4 -63 -81 -48 13

Non-recurring items 0 0 0 0 0 0 0 0 0

Net earnings (adj.) -73 -105 -13 115 -4 -63 -81 -48 13

EPS -1.38 -1.40 -0.15 1.29 -0.04 -0.60 -0.57 -0.34 0.09

EPS (adj.) -1.38 -1.40 -0.15 1.29 -0.04 -0.60 -0.57 -0.34 0.09

DPS 1.20 0.55 0.61 1.38 1.23 0.64 0.23 0.61 0.70

Balance Sheet (USDm) 2012 2013 2014 2015 2016 2017E 2018E 2019E 2020E

Cash & short-term investments 56 66 101 30 82 131 126 75 76

Other current assets 23 66 76 88 82 62 62 62 62

Total current assets 79 131 176 118 164 193 188 137 138

Property & equip. (incl. NBs) 965 911 910 963 1,058 1,047 1,068 938 808

Other non-current assets 42 94 89 164 128 83 83 83 83

Total non-current assets 1,007 1,005 999 1,126 1,186 1,130 1,151 1,021 891

TOTAL ASSETS 1,086 1,136 1,176 1,245 1,350 1,323 1,339 1,158 1,029

Total equity 809 855 889 881 871 838 724 590 503

Short-term debt 0 0 0 0 0 0 0 0 0

Other current liabilities 15 19 24 21 22 27 27 27 27

Total current liabilities 15 19 24 21 22 27 27 27 27

Long-term debt 250 250 250 330 443 444 573 527 485

Other non-current liabilities 11 12 13 13 15 15 15 15 15

Total non-current liabilities 261 262 263 343 457 459 588 542 499

TOTAL EQUITY & LIABILITIES 1,086 1,136 1,176 1,245 1,350 1,323 1,339 1,158 1,029

Working capital, receivables 17 43 38 43 38 42 42 42 42

Working capital, payables 15 19 24 21 22 11 11 11 11

Net working capital 2 24 14 22 17 31 31 31 31

Interest bearing debt 250 250 250 330 443 444 573 527 485

Liquidity 56 66 101 30 82 131 126 75 76

Net interest bearing debt 194 184 149 300 361 313 448 452 409

Cash Flow (USDm) 2012 2013 2014 2015 2016 2017E 2018E 2019E 2020E

Net income -73 -105 -13 115 -4 -63 -81 -48 13

Depreciation 69 74 81 83 91 102 113 130 130

Other 1 -9 -4 -7 34 14 0 0 0

Cash earnings -3 -40 63 190 121 53 32 82 143

Changes in working capital 3 -7 -6 -16 7 0 0 0 0

Net operational cash flow -1 -47 57 174 128 53 32 82 143

Capex -3 -7 -74 -123 -138 -40 -134 0 0

Other investments 0 0 0 0 0 0 0 0 0

Proceeds from sales 0 0 0 0 0 0 0 0 0

Other 9 -66 -8 -74 -49 0 0 0 0

Net investing cash flow 6 -73 -82 -197 -187 -49 -134 0 0

Repayment of debt 14 0 0 80 117 0 0 -46 -43

Proceeds from debt 270 40 0 80 117 0 130 0 0

Dividends paid -63 -42 -54 -123 -126 -70 -33 -87 -100

New equity 76 173 113 0 120 110 0 0 0

Other -270 -40 0 -85 -117 0 0 0 0

Net financing cash flow 26 131 59 -48 111 35 97 -133 -143

Currency effect 0 0 0 0 0 0 0 0 0

Net cash flow 32 10 35 -71 52 39 -5 -51 1

Cash balance 56 66 101 30 82 121 116 65 66

Free cash flow 6 -121 -24 -23 -59 4 -102 82 143  
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 Share Data & Valuation (USDm) 2012 2013 2014 2015 2016 2017E 2018E 2019E 2020E

Shares outstanding, end 53 75 89 89 102 142 142 142 142

Share price, avg (USD) 12 9 9 13 12 6 3 3 3

Share price, end (USD) 9 9 10 15 8 3 3 3 3

Market Cap. 452 715 890 1,374 849 362 362 362 362

NIBD 194 184 149 300 361 313 448 452 409

Minorities 0 0 0 0 0 0 0 0 0

Enterprise value 647 899 1,039 1,674 1,210 675 810 814 771

Key Figures & Ratios 2012 2013 2014 2015 2016 2017E 2018E 2019E 2020E

P/E (reported) 12.0 27.1

P/E (adj.) 12.0 27.1

P/CE 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

P/Sales 2.7 1.7 1.6 2.3 3.7 2.2 2.3 1.6 1.3

EV/Sales 3.8 2.2 1.9 2.8 5.2 4.1 5.2 3.7 2.7

EV/EBITDA 13.7 7.9 8.4 10.2 15.6 7.2 4.5

EV/EBIT 13.1 22.7 17.9

P/B 0.6 0.8 1.0 1.6 1.0 0.4 0.5 0.6 0.7

FCF yield 1% -17% -3% -2% -7% 1% -28% 23% 40%

Dividend yield 14.0% 5.8% 6.1% 9.0% 14.8% 19.5% 9.0% 23.9% 27.6%

Return on equity (ROE) -9.0% -12.3% -1.5% 13.0% -0.5% -7.6% -11.1% -8.2% 2.7%

Return on capital employed (ROCE) -6.8% -9.0% -0.5% 10.8% 4.3% -3.1% -5.2% -1.6% 4.7%

Return on assets (ROA) -6.7% -9.3% -1.1% 9.2% -0.3% -4.8% -6.0% -4.2% 1.3%

Sales growth 54% 146% 32% 10% -62% -29% -6% 43% 27%

EBITDA margin 1% -5% 14% 35% 62% 40% 33% 51% 61%

EBIT margin -40% -22% -1% 21% 23% -22% -39% -8% 15%

Net margin -43% -25% -2% 19% -2% -38% -52% -22% 5%

Net interest rate 3.0% 6.2% 8.2% 3.6% 3.1% 6.4% 4.4% 6.9% 7.3%

Tax rate 0.0% -0.1% -0.3% 0.1% 0.2% 0.0% 0.0% 0.0% 0.0%

Equity ratio 75% 75% 76% 71% 65% 63% 54% 51% 49%

Leverage ratio 25% 25% 24% 29% 35% 37% 46% 49% 51%

NIBD / EBITDA (past 1y) 147.7 -9.6 2.0 1.4 2.5 4.7 8.7 4.0 2.4

Operating cash flow/NIBD 0.0 -0.3 0.4 0.6 0.4 0.2 0.1 0.2 0.4

Net interest coverage ratio (EBITDA) 0.2 -1.7 6.2 19.4 12.9 3.3 2.6 3.6 5.8

Current ratio 5.2 6.8 7.3 5.7 7.6 7.3 7.1 5.2 5.2

Adj. equity ratio 44% 39% 49% 58%

Operating assets 1,030 1,071 1,075 1,215 1,268 1,192 1,213 1,083 953

Operating liabilities 26 31 37 34 36 41 41 41 41

Net operating assets 1,004 1,039 1,038 1,181 1,232 1,151 1,172 1,042 912

Source for financial items: Historical numbers primarily gathered from Bloomberg and company data. Forecast from Gersemi Research  
 

 

 Break-even levels vs TCE revenue (USD per fleet day)  
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19 December 2017 Independence & Integrity  

        $TNK (#SELL, 0.4): Challenging liquidity position ahead of the cyclical trough. TP revised down from 0.7  

 

TNK-US SELL/TP 0.4 Teekay Tankers 
 

The company recently closed the acquisition of Tanker 

Investments in an all-share deal on a NAV-for-NAV 

basis, leaving TNK’s old shareholders with ~68% of the 

NewCo. The two companies form a natural fit as TNK 

owned 11% of TIL and already provided technical and 

commercial management of TIL’s fleet. We find the 

balance sheet highly leveraged with limited room for 

manoeuvre in order to alleviate our liquidity concerns. We 

reiterate our SELL recommendation and downgrade our 

target price to USD 0.4/sh (from 0.7)  
 

Company overview: After the aforementioned merger with TIL, 

the combined company will have an owned fleet of 27 

Aframaxes/LR2s, 26 Suezmaxes and 50% of a VLCC, in addition 

to four Suezmaxes under sale/leaseback until 2029 and one 

chartered in vessels.  
 

Liquidity: We remain concerned about the liquidity situation from 

2018E and onwards (USD -185m in 3Q19E), and believe further 

fleet divestments, a debt moratorium and/or further 

sale/leasebacks could help alleviate the situation.  
 

Valuation: We calculate a current NAV of USD 1.3/sh, but see 

downside to current asset prices and dislike the limited cash flow 

generation. Our target price of USD 0.4/sh is based on a weighted 

average of current/future NAV and mid-cycle multiples in 2019E 

at a 20% discount (liquidity concerns). 
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 Key numbers Key numbers  
USDm 2017 2018 2019 2020

Net sales 367         357         420         510         

EBITDA 96           42           104         193         

EBIT -11          -91          -28          61           

PTP -74          -129        -67          22           

Net earnings -74          -129        -67          22           

EPS -0.40       -0.48       -0.25       0.08        

DPS 0.12        0.12        0.12        0.12        
 

USDm 2017 2018 2019 2020

Fwd NAV 343         248         414         584         

Adj. equity ratio 23% 20% 31% 40%

FCF yield -2% -1% 16% 40%

Dividend yield 6% 9% 9% 9%

EV/EBITDA 14.2        33.5        13.1        6.5          

P/E (adj.) 16.8        
 

USDm 2017 2018 2019 2020

Net operational cash flow 86           3              65           154         

Free cash flow -7            -4            58           147         

Net cash flow -64          -162        -48          47           

TCE/day 21,697    17,006    19,999    24,235    

Cash break-even 38,334    26,407    20,425    20,144    

Liquidity 42           -120        -168        -122        

Property & Equip. (incl. NBs) 2,312      2,187      2,062      1,937      

Total equity 1,422      1,260      1,161      1,150      

Interest bearing debt 1,039      913         839         772         

Net interest bearing debt 997         1,033      1,007      893         

Market Cap. 362         362         362         362         

Enterprise value 1,359      1,395      1,370      1,255      

Capex 139         7              7              7               

 Source: Gersemi Research, Bloomberg, company data  
Disclaimer: The publisher currently has no investments in the company. More disclaimers at the end of this document 

 

𝑓 λ = 𝑎0 + 𝛽1 𝜆
𝜏 , 𝑅2 ≈ 1
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Valuation 
 

 Valuation & target price Quarterly forward NAV & P/NAV  
 Net asset values

USDm 4Q17 Fair value Implied

Primary assets 2,312 1,239 1,256

Contract value 0 18 18

Other 132 132 134

GAV 2,444 1,389 1,408

Net debt -997 -997 -997

Capex 0 0 0

Other -49 -49 -49

NAV 1,398 343 362

Shares 268 268 268

NAVPS 5.21 1.28 1.35

Share price 5.2 1.3 1.4

P/NAV 0.26 1.06 1.00

EV/GAV 0.58 1.01 1.00

Adj. Total Assets 2,552 1,479 1,496

Adj. Equity Ratio 55% 23% 24%

Target price USD 0.4 -73%  
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 Quarterly forward NAV decomposition  
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 Forward fleet valuation decomposition Forward fleet value & net loan to value  
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Estimate Changes 
 

 Profit & Loss  
 Estimate changes New Old Change

USDm 2017 2018 2019 2020 2017 2018 2019 2020 2017 2018 2019 2020

Net sales 367         357         420         510         362         391         458         564         5            -34         -38         -54         

EBITDA 96           42           104         193         86           64           131         236         9            -22         -27         -43         

EBIT -11          -91          -28          61           -101        -69          -1            104         89          -22         -27         -43         

PTP -74          -129        -67          22           -159        -96          -28          77           85          -34         -39         -55         

Net earnings -74          -129        -67          22           -159        -96          -28          77           85          -34         -39         -55         

EPS -0.40       -0.48       -0.25       0.08        -0.86       -0.36       -0.11       0.29        2017 2018 2019 2020

DPS 0.12        0.12        0.12        0.12        0.12        0.12        0.12        0.12        5            -34         -38         -54         

-5           -11         -12         -12         

-80         -         -         -         

4            11          12          12          

-         -         -         -          
 

 

 Cash Flows & Balance Sheet  
 Estimate changes Change

USDm 2017 2018 2019 2020 2017 2018 2019 2020 2017 2018 2019 2020

Net operational cash flow 86           3              65           154         80           37           104         209         6            -34         -39         -55         

Free cash flow -7            -4            58           147         127         29           97           202         -134       -34         -39         -55         

Net cash flow -64          -162        -48          47           -54          -126        2              111         -11         -36         -50         -65         

TCE/day 21,697    17,006    19,999    24,235    20,942    18,000    21,106    25,919    755        -994       -1,106   -1,684   

Cash break-even 38,334    26,407    20,425    20,144    36,863    25,428    19,213    18,983    1,471     979        1,212     1,161     

Liquidity 42           -120        -168        -122        53           -74          -72          39           -11         -46         -96         -161       

Property & Equip. (incl. NBs) 2,312      2,187      2,062      1,937      2,103      1,978      1,853      1,728      209        209        209        209        

Total equity 1,422      1,260      1,161      1,150      1,350      1,223      1,162      1,207      71          38          -1           -57         

Interest bearing debt 1,039      913         839         772         905         782         718         660         134        132        121        111        

Net interest bearing debt 997         1,033      1,007      893         852         855         790         621         144        178        217        272        

Market Cap. 362         362         362         362         381         381         381         381         -19         -19         -19         -19         

Enterprise value 1,359      1,395      1,370      1,255      1,233      1,236      1,171      1,002      125        159        198        253        

Capex 139         7              7              7              147         7              7              7              -8           -         -         -          
 

 

 Valuation  
 Estimate changes New New Change

USDm 2017 2018 2019 2020 2017 2018 2019 2020 2017 2018 2019 2020

Fwd NAV 343         248         414         584         555         444         672         908         -213       -197       -259       -324       

Adj. equity ratio 23% 20% 31% 40% 36% 34% 45% 54% -12% -14% -14% -14%

FCF yield -2% -1% 16% 40% 33% 8% 25% 53% -35% -9% -10% -12%

Dividend yield 6% 9% 9% 9% 6% 8% 8% 8% 0% 0% 0% 0%

EV/EBITDA 14.2        33.5        13.1        6.5          14.3        19.4        8.9          4.2          -0.1        14.1       4.2         2.2         

P/E (adj.) 16.8        5.0          11.9        
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Our Estimates vs Consensus 
 

 Profit & Loss, year I Profit & Loss, year II  
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 Consensus EBITDA development Target price vs share price  
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 GR vs consensus: P&L break-down Avg. TCE/day across fleet vs consensus  
 2017 GR Consensus Diff. Diff.

TCE revenue 367 375 -9 -2%

Opex + G&A 271 263 8 3%

Depreciation 107 105 1 1%

Net finance 63 51 13 25%

Taxes & Minorities 0 -20 20 -100%  
 

2018 GR Consensus Diff. Diff.

TCE revenue 357 494 -137 -28%

Opex + G&A 315 313 3 1%

Depreciation 132 103 30 29%

Net finance 38 40 -2 -4%

Taxes & Minorities 0 13 -13 -100%  
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 Profit & Loss (USDm) 2012 2013 2014 2015 2016 2017E 2018E 2019E 2020E

Net sales 202 178 261 534 582 367 357 420 510

Operational costs -470 -127 -146 -273 -392 -271 -315 -316 -317

EBITDA -268 51 115 261 191 96 42 104 193

Depreciation/Amortization -72 -48 -53 -74 -104 -107 -132 -132 -132

EBIT -340 3 62 187 86 -11 -91 -28 61

Net financials -30 -12 -2 -8 -24 -63 -38 -39 -39

PTP -370 -8 61 180 63 -74 -129 -67 22

Taxes/Minorities 0 0 0 0 0 0 0 0 0

Net earnings -370 -8 61 180 63 -74 -129 -67 22

Non-recurring items 9 0 -3 -3 0 14 0 0 0

Net earnings (adj.) -361 -8 57 177 63 -61 -129 -67 22

EPS -4.43 -0.10 0.54 1.15 0.39 -0.40 -0.48 -0.25 0.08

EPS (adj.) -4.32 -0.10 0.51 1.13 0.39 -0.32 -0.48 -0.25 0.08

DPS 0.39 0.12 0.09 0.10 0.29 0.12 0.12 0.12 0.12

Balance Sheet (USDm) 2012 2013 2014 2015 2016 2017E 2018E 2019E 2020E

Cash & short-term investments 26 26 163 96 68 40 -122 -170 -123

Other current assets 177 53 99 183 147 107 107 107 107

Total current assets 203 79 262 280 215 147 -14 -63 -16

Property & equip. (incl. NBs) 886 859 897 1,768 1,605 2,312 2,187 2,062 1,937

Other non-current assets 17 159 82 122 112 93 93 93 93

Total non-current assets 903 1,019 979 1,890 1,717 2,405 2,280 2,155 2,030

TOTAL ASSETS 1,106 1,098 1,241 2,169 1,932 2,552 2,266 2,092 2,014

Total equity 302 285 478 877 921 1,422 1,260 1,161 1,150

Short-term debt 25 25 47 174 171 200 148 173 173

Other current liabilities 37 45 39 116 66 68 68 68 68

Total current liabilities 62 70 86 290 237 268 216 241 241

Long-term debt 710 719 661 991 762 838 765 666 598

Other non-current liabilities 31 23 16 12 13 25 25 25 25

Total non-current liabilities 742 743 677 1,002 775 863 790 691 623

TOTAL EQUITY & LIABILITIES 1,106 1,098 1,241 2,169 1,932 2,552 2,266 2,092 2,014

Working capital, receivables 5 4 4 28 30 23 23 23 23

Working capital, payables 21 23 20 79 39 43 43 43 43

Net working capital -17 -19 -16 -50 -9 -21 -21 -21 -21

Interest bearing debt 736 745 709 1,165 933 1,039 913 839 772

Liquidity 26 26 163 97 69 42 -120 -168 -122

Net interest bearing debt 709 719 546 1,067 864 997 1,033 1,007 893

Cash Flow (USDm) 2012 2013 2014 2015 2016 2017E 2018E 2019E 2020E

Net income -370 -8 61 180 63 -74 -129 -67 22

Depreciation 72 48 53 74 104 107 132 132 132

Other 345 -27 -40 -69 -2 44 0 0 0

Cash earnings 47 13 74 184 165 77 3 65 154

Changes in working capital -20 -7 -53 -17 44 9 0 0 0

Net operational cash flow 28 6 21 167 210 86 3 65 154

Capex -3 -2 -2 -848 -9 -139 -7 -7 -7

Other investments 0 0 0 0 0 0 0 0 0

Proceeds from sales 0 9 154 11 28 46 0 0 0

Other -3 -13 -42 -45 19 -12 0 0 0

Net investing cash flow -6 -6 110 -882 37 -93 -7 -7 -7

Repayment of debt -64 9 -82 452 -236 -348 -200 -74 -68

Proceeds from debt 35 59 109 689 906 15 75 0 0

Dividends paid -32 -10 -10 -15 -47 -23 -32 -32 -32

New equity 69 — 111 242 8 149 0 0 0

Other -21 -59 -122 -719 -906 -12 0 0 0

Net financing cash flow -14 -1 6 649 -275 -58 -158 -106 -100

Currency effect 0 0 0 0 0 0 0 0 0

Net cash flow 8 -1 137 -66 -28 -64 -162 -48 47

Cash balance 26 26 163 96 68 4 -158 -206 -160

Free cash flow 22 0 131 -715 247 -7 -4 58 147  
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 Share Data & Valuation (USDm) 2012 2013 2014 2015 2016 2017E 2018E 2019E 2020E

Shares outstanding, end 84 84 112 156 159 268 268 268 268

Share price, avg (USD) 4 3 4 7 3 2 1 1 1

Share price, end (USD) 3 4 5 7 2 1 1 1 1

Market Cap. 242 329 567 1,073 360 362 362 362 362

NIBD 709 719 546 1,067 864 997 1,033 1,007 893

Minorities 0 0 0 0 0 0 0 0 0

Enterprise value 952 1,048 1,112 2,141 1,224 1,359 1,395 1,370 1,255

Key Figures & Ratios 2012 2013 2014 2015 2016 2017E 2018E 2019E 2020E

P/E (reported) 9.4 6.0 5.7 16.8

P/E (adj.) 9.9 6.1 5.7 16.8

P/CE 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

P/Sales 1.2 1.8 2.2 2.0 0.6 1.0 1.0 0.9 0.7

EV/Sales 4.7 5.9 4.3 4.0 2.1 3.7 3.9 3.3 2.5

EV/EBITDA 20.4 9.6 8.2 6.4 14.2 33.5 13.1 6.5

EV/EBIT 17.9 11.4 14.2 20.6

P/B 0.8 1.2 1.2 1.2 0.4 0.3 0.3 0.3 0.3

FCF yield 9% 0% 23% -67% 69% -2% -1% 16% 40%

Dividend yield 13.3% 3.1% 1.8% 1.4% 13.0% 6.4% 8.9% 8.9% 8.9%

Return on equity (ROE) -122.5% -2.9% 12.7% 20.5% 6.8% -5.2% -10.2% -5.8% 1.9%

Return on capital employed (ROCE) -33.6% 0.3% 6.1% 9.6% 4.8% -0.5% -4.0% -1.3% 3.0%

Return on assets (ROA) -33.5% -0.7% 4.9% 8.3% 3.3% -2.9% -5.7% -3.2% 1.1%

Sales growth -8% -12% 46% 104% 9% -37% -3% 18% 21%

EBITDA margin -133% 29% 44% 49% 33% 26% 12% 25% 38%

EBIT margin -168% 2% 24% 35% 15% -3% -25% -7% 12%

Net margin -183% -5% 23% 34% 11% -20% -36% -16% 4%

Net interest rate 2.8% 1.4% 1.7% 1.6% 3.4% 3.0% 3.7% 3.9% 4.4%

Tax rate 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Equity ratio 27% 26% 39% 40% 48% 56% 56% 55% 57%

Leverage ratio 73% 74% 61% 60% 52% 44% 44% 45% 43%

NIBD / EBITDA (past 1y) -2.6 14.0 4.7 4.1 4.5 10.4 24.8 9.7 4.6

Operating cash flow/NIBD 0.0 0.0 0.0 0.2 0.2 0.1 0.0 0.1 0.2

Net interest coverage ratio (EBITDA) -13.4 5.1 12.6 15.0 6.4 3.2 1.1 2.7 4.9

Current ratio 3.3 1.1 3.1 1.0 0.9 0.6 -0.1 -0.3 -0.1

Adj. equity ratio 23% 20% 31% 40%

Operating assets 1,079 1,072 1,078 2,072 1,864 2,508 2,383 2,258 2,133

Operating liabilities 68 68 54 127 79 92 92 92 92

Net operating assets 1,012 1,004 1,024 1,945 1,785 2,416 2,291 2,165 2,040

Source for financial items: Historical numbers primarily gathered from Bloomberg and company data. Forecast from Gersemi Research  
 

 

 Break-even levels vs TCE revenue (USD per fleet day)  
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Disclaimers 
 

  
Gersemi Research does not make any money directly from any recommendations/publications. Gersemi Research is based on voluntary work 
from all involved analyst(s). Gersemi Research and related persons may have investments in companies encompassed by 
recommendations/publications. 
 
All recommendations/publications are distributed by Gersemi Research as a free informational service, and is not meant to constitute any form 
of investment advice as defined in the Norwegian Securities Trading Act Section 2-4 (1). Recommendations/publications should not be construed 
as an offer or solicitation to buy or sell investment products or services. Opinions expressed in the recommendations/publications may be subject 
to change without notice and should be independently confirmed prior to making any investment decision. Gersemi Research and analyst(s) 
accept no responsibility and expressively disclaim any and all liabilities for any and all losses related to investments caused by or motivated by 
recommendations/publications from Gersemi Research. Any person receiving recommendations/publications from Gersemi Research is deemed 
to have accepted this disclaimer. The disclaimer shall apply even if recommendations/publications is shown to be erroneous or incomplete or 
based upon incorrect or incomplete facts, interpretations or assessments or assumptions by Gersemi Research, and irrespective of whether 
Gersemi Research or any person related to Gersemi Research can be blamed for the incident. The information in the 
recommendations/publications have unless otherwise stated been obtained from public sources believed to be reliable but Gersemi Research do 
not represent that such information is accurate or complete and it should not be relied upon as such. Gersemi Research or related persons may 
not be held liable for any errors or inaccuracies or incompleteness in the analysis or for the fitness of the information for any purposes and hereby 
expressly disclaim all liability for any loss, direct or indirect or any other kind of damage resulting from any reliance upon or use of 
recommendations/publications and the information contained therein. 
 
Recommendations/publications for shares and share related instruments are based on price targets fixed with different valuation methods that 
may include analysis of earnings multiples (absolute and relative), valuation of a company using DCF calculations (discounted cash flow) and by 
carrying out net asset value (NAV) assessments. Price targets are changed when earnings and cash flow forecasts are changed. They may also be 
changed when the underlying value of the issuer’s assets changes or when factors impacting the required rate of return change. 
 
There is an element of risk attached to all investments in financial instruments. There may be uncertainties with respect to the accurateness and 
reliability of any information, interpretation and assessment. There are uncertainties and risks attached to the correctness of any 
recommendations/publications by Gersemi Research and with respect to forward looking statements and expectations. Gersemi Research’s 
coverage encompasses companies within highly cyclical sectors and will over time presumably have a higher volatility than the overall market.  
 
Gersemi Research has no fixed schedule for updating unless stated or implied in the Recommendations/publications. 
 

Please contact us at admin@gersemiresearch.no to receive an overview of Gersemi Research’s recommendations/publications in the financial 

instruments of the issuing company the last 12 months, including data on changes in recommendations/publications. Please be aware that certain 
informal recommendations/publications may be excluded. 
 
Recommendations/publications are confidential, and may not be reproduced, in whole or in part, without the prior written consent of Gersemi 
Research.  
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