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Market Data      (NYSE: DO)
	Date
	July 21, 2009

	Price($)
	88.53

	52-week range ($)
	52.30/137.37

	P/E
	9.39

	Market Capital ($)
	11.74B

	Fiscal year end
	Dec

	Shares O/S 
	139.00M

	Beta
	0.75

	Dividends per share ($)
	6.13

	Dividend yield
	6.92%


Source: Thomson ONE
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Source: Yahoo! Finance
5-Year performance
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Source: Yahoo! Finance
                                                      OUTPERFORM
Diamond Offshore Drilling, Inc.
Sector: Basic Materials
Industry: Oil & Gas Drilling
Core Business: Contract Drilling
Target Price: $141.50
Key Statistics
	
	2007
	2008
	2009E
	2010E

	Revenue
	2.57B
	3.54B
	3.82B
	4.81B

	EBIT margin
	47.65%
	53.91%
	54.69%
	54.69%

	Net margin
	32.97%
	36.99%
	40.94%
	40.94%

	EPS
	6.14
	9.43
	11.27
	14.15

	P/E
	20.56
	5.89
	9.39
	10.00


Source: Annual reports
Investment Highlights

Upside potential
Deep water drilling

The company’s major revenues come from deep water drillings in gulf regions, which have a higher profit margin.
High EPS and dividends

The company has high earnings and dividends for the last few years and may have high earnings in the future.
Low oil price

The oil is trading at $65, which is much lower than its peak last year.

Downside risks
High P/E ratio

The company has a P/E ratio of 9.39, which is high compared to its competitors.
Oil price risk

The oil price is an unstable factor and may fall in the future.
Limited growth

Earnings of the company may not increase significantly in the near future.
Industry Backgrounds

Oil & gas industry includes several different sub-industries, these include:

1. Oil & gas equipment & services, like Schlumberger Limited and Halliburton Company.

2. Oil & gas drilling & exploration, like Petroleo Brasileiro and Ensco.

3. Oil & gas pipelines, like Kinder Morgan Energy Partners and Enbridge Inc.
4. Oil & gas refining & marketing, like Imperial Oil Ltd. and Sasol Ltd.
There are also two other industries:
1. Major integrated oil & gas, such as Exxon Mobil Corp. and PetroChina Co. ltd.

2. Independent oil and gas, such as CNOOC Ltd. and China Petroleum & Chemical Corp.

Value chain of the oil & gas industry
Exhibit 1: Value chain of the industry
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We had a comparison among the four sub-industries. The result is that the oil & gas drilling companies have the highest profit margin as well as low P/E ratios, which provide us reasons to dive deeper in.
 
Exhibit 2: Net profit margin of the sub-industries         Exhibit 3: P/E ratio of the sub-industries
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Price relations to oil price
The prices of the stocks in this industry have high correlation to the oil price. 
We ran a regression on the light crude oil price and Diamond Offshore Drilling’s stock price.
Exhibit 4 Correlation between crude oil price and DO stock price
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The parameters in the regression are listed below:

Exhibit 5 Parameters of the regression

	Regression Statistics

	Multiple R
	0.9078

	R Square
	0.8242

	Adjusted R Square
	0.8230

	Standard Error
	12.1331

	Observations
	150


Source: O Capital research
The oil price is not very low according to historical prices, but still has the potential to rise in the future. We assume the oil price will stay constant in the next few years at around $65. 
Exhibit 6: Crude oil prices and DO prices from 1997 to present. 
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Companies selected from the industry
We chose six companies with earnings per share higher than $3.00 in the industry:

Diamond Offshore Drilling, Inc. (DO)
Noble Corp (NE)

Transocean (RIG)

Helmerich & Payne Inc (HP)

Ensco (ESV)

Pride International Inc. (PDE)
Except Helmerich & Payne Inc
, all of the other five companies earn their revenues from offshore drillings.

Exhibit 7: Revenue breakdown of the five offshore drilling companies
:

	
	DO
	NE
	RIG
	ESV
	PDE

	Deep water semisubmersibles
	30
	13
	54
	N/A
	0

	Drillships
	1
	4
	14
	N/A
	2

	Submersibles
	0
	2
	0
	N/A
	12

	Jack-ups
	14
	43
	65
	N/A
	27

	No. of deep water rigs
	31
	17
	68
	2
	2

	No. of shallow water rigs
	14
	45
	65
	43
	39

	Total No. of rigs
	45
	62
	133
	45
	41

	Total day rates of deep water rigs ($)
	14.59M
	12.13M
	17.96M
	0.82M
	6.45M

	Total day rates of shallow water rigs ($)
	1.63M
	7.42M
	8.33M
	4.47M
	1.41M

	Percentage of deep water drilling
	89.95%
	62.05%
	68.31%
	15.50%
	82.10%


Semisubmersibles and drillships are deep water drilling rigs, submersibles and jack-ups are shallow water rigs. 

Diamond Offshore Drilling has the highest percentage of deepwater drilling. The companies’ rig fleets are located in many different parts of the world, including Gulf of Mexico, Brazil, Croatia, Egypt, Australia, Argentina, North Sea, etc. Their clients include ATP, Hess, Devon, Woodside, etc. 
Fundamental Analysis
Exhibit 8: Horizontal Analysis

	Overview data
	Diamond Offshore Drilling (DO)
	Noble Corp 
(NE)
	Trans Ocean    (RIG)
	Ensco
(ESV)
	Pride International (PDE)
	Average

	Price (July 21, 2009)
	88.53 
	32.55 
	77.67
	39.27    
	26.34
	    52.87 

	Market capital
	 11.74B 
	 8.16B 
	 24.28B 
	 5.02B 
	 4.41B 
	10.72B

	Net debt
	676.32M
	916.47M
	15.26B
	-
	551.40M
	3.48B

	EV
	 12.99B 
	9.46B 
	 41.96B 
	5.38B 
	 9.19B 
	15.80B

	EV/EBITDA
	6.80 
	4.96
	7.83 
	3.83 
	10.57 
	     6.80 

	P/E
	9.39 
	5.52
	5.88
	4.83
	6.74
	      6.47 

	Dividends per share
	6.13 
	0.91 
	-   
	0.10 
	-   
	      1.43 

	Shares outstanding (basic)
	139.00M
	264.78M
	318.00M
	141.60M
	170.60M
	206.79M

	Shares outstanding (diluted)
	139.07M
	266.81M
	321.00M
	141.90M
	175.60M
	208.88M

	Activity ratios

	Receivables turnover
	6.46 
	5.48 
	N/A
	5.66 
	5.93 
	      5.88 

	Inventory turnover
	73.60
	N/A
	8.71
	N/A
	26.79
	    36.37 

	Assets turnover
	0.76
	0.53
	0.36
	0.45
	0.40
	      0.50 

	Liquidity ratios

	Current ratio
	2.88
	1.83
	1.98
	3.27
	2.49
	      2.49 

	Quick ratio
	1.79
	1.71
	0.36
	2.97
	2.02
	      1.77 

	Profitability ratios

	Profit margin
	36.99%
	45.29%
	33.15%
	46.96%
	28.84%
	38.25%

	Return on assets
	26.55%
	21.98%
	11.95%
	19.74%
	10.99%
	18.24%

	Return on equity
	39.15%
	29.50%
	25.43%
	24.61%
	15.15%
	26.77%

	Earnings per share
	9.43 
	5.90 
	13.21 
	8.13 
	3.91 
	8.11

	Payout ratio
	64.92%
	15.44%
	-
	1.23%
	-
	16.32%

	Coverage ratios

	Debt to total assets
	0.10
	0.11
	0.38
	0.05
	0.11
	      0.15 

	Times interest earned
	N/A
	N/A
	9.62
	N/A
	201.94
	   105.78 

	Book value per share
	24.10
	19.98
	51.96
	33.03
	25.78
	    30.97 

	Growth ratios

	Sales
	38.02%
	26.98%
	98.75%
	17.32%
	18.39%
	39.89%

	Net income
	54.87%
	29.43%
	34.21%
	16.01%
	57.24%
	38.35%

	Earnings per share
	53.59%
	30.37%
	-9.69%
	20.19%
	52.64%
	29.42%

	P/E/G
	 17.51
	18.18
	-60.69
	23.94
	12.81
	    18.11
 


Exhibit 9: Vertical Analysis

	
	2004
	2005
	2006
	2007
	2008
	2009 1st Half

	Overview data

	Price
	32.94
	57.62
	66.63
	126.28
	55.61
	88.53

	P/E
	-586.77
	28.48
	12.17
	20.56
	5.89
	8.36

	Dividends per share
	0.250
	0.375
	2.000
	5.750
	6.125
	4.000

	Activity ratios

	Receivables turnover
	N/A
	4.48
	4.44
	4.71
	6.46
	4.98

	Assets turnover
	0.45
	0.35
	0.53
	0.61
	0.76
	0.65

	Liquidity ratios

	Current ratio
	1.95
	4.77
	4.44
	2.79
	2.88
	3.68

	Quick ratio
	0.74
	4.46
	3.27
	2.56
	1.79
	1.09

	Profitability ratios

	Gross profit margin
	27.42%
	45.84%
	59.47%
	59.94%
	65.91%
	67.11%

	EBIT margin
	0.48%
	30.66%
	45.82%
	47.65%
	53.91%
	53.19%

	Net Profit margin
	-0.89%
	21.32%
	34.44%
	32.97%
	36.99%
	40.17%

	Return on assets
	-0.21%
	7.22%
	17.10%
	19.50%
	26.55%
	26.25%

	Return on equity
	-0.45%
	14.05%
	30.47%
	29.42%
	39.15%
	41.51%

	Earnings per share
	-0.06 
	2.02 
	5.47 
	6.14 
	9.43 
	5.30 

	Payout ratio
	-445.33%
	18.54%
	36.54%
	93.61%
	64.92%
	75.54%

	Coverage ratios

	Debt to total assets
	0.21
	0.27
	0.23
	0.12
	0.10
	0.18

	Times interest earned
	N/A
	N/A
	-68.23
	-85.11
	N/A
	91.60

	Book value per share
	12.60
	14.40
	17.96
	20.88
	24.10
	25.51

	Growth ratios

	Revenue
	N/A
	49.88%
	68.11%
	25.10%
	38.02%
	

	Gross profit margin
	N/A
	0.00%
	0.00%
	0.00%
	0.00%
	

	EBIT margin
	N/A
	6,259.52%
	49.42%
	4.00%
	13.15%
	

	Net income
	N/A
	3,694.33%
	171.51%
	19.76%
	54.87%
	

	Earnings per share
	N/A
	3,703.57%
	170.59%
	12.21%
	53.59%
	

	P/E
	N/A
	104.85%
	-57.26%
	68.90%
	-71.33%
	


Pro Forma Assumptions
The rig fleets operated by the company are listed in Appendix C. From the rig status report of the company, we calculated the revenue and cost of contract drillings of each rig in 2009 and 2010. The operating time is the days of the contract in that year. For “early” we assumed the whole month, for “mid” 15 days, and for “late” zero. The revenue equals operating time multiplied by the day rate. The operating income equals operating time multiplied by the day rate minus the day cost of the rig type and region. For those contracts ending in 2009 or 2010, we assumed that they would get a new contract in the remaining days. We added the revenues together to project the future revenues. For 2009 and 2010, the company has $3.50B and $2.75B revenues in backlogs, and $0.87B and $0.64B in costs, respectively. We used average day rates and costs of all the rig fleets in 2009 for the new contracts of 2009 and 2010, and got total revenues of $3.71B and $4.66B for 2009 and 2010. 
For operating expenses we used the ratio in 2009 Q2 of 45.31%, and for interest and taxes we used the average of the last 5 years: 0.38% and 10.59%, respectively. We also held the shares outstanding unchanged for the next two years.
Exhibit 10: Pro forma income statement for 2009 and 2010

	
	Common size

	2008
	2009E
	2010E

	Contract drilling
	97.58%
	3,476.42M
	3,734.34M
	4,689.01M

	Revenues related to reimbursable expenses
	  2.42%
	67.64M
	92.80M
	116.53M

	Total revenues
	100.00%
	3,544.06M
	3,827.14M
	4,805.54M

	Contract drilling cost
	-32.21%
	-1,185.01M
	-1,232.78M
	-1,547.94M

	Other operating expenses
	-13.10%
	-410.06M
	-501.18M
	-629.30M

	Total operating expenses
	-45.31%
	-1,633.30M
	-1,733.96M
	-2,177.24M

	EBIT
	54.69%
	1,910.76M
	2,093.18M
	2,628.30M

	Interest expense (income) 
	-1.07%
	1.65M
	-40.83M
	-51.27M

	Taxes
	-14.10%
	-536.59M
	-539.44M
	-677.35M

	Net income
	40.94%
	1,311.02M
	1,566.75M
	1,967.29M

	Shares outstanding
	
	138.96M
	139.00M
	139.00M

	EPS
	
	9.43 
	11.27
	14.15 


Source: O Capital research
When we multiplied the EPS of 2010 with expected P/E ratio 10.00, we got the target price $141.50.

Sensitivity Analysis

Exhibit 11
	      P/ E
EPS
	4.0
	5.0
	6.0
	7.0
	8.0
	9.0
	10.0
	11.0
	12.0
	13.0
	14.0
	15.0

	8.0
	32.0 
	40.0 
	48.0 
	56.0 
	64.0 
	72.0 
	80.0 
	88.0 
	96.0 
	104.0 
	112.0 
	120.0 

	8.5
	34.0 
	42.5 
	51.0 
	59.5 
	68.0 
	76.5 
	85.0 
	93.5 
	102.0 
	110.5 
	119.0 
	127.5 

	9.0
	36.0 
	45.0 
	54.0 
	63.0 
	72.0 
	81.0 
	90.0 
	99.0 
	108.0 
	117.0 
	126.0 
	135.0 

	9.5
	38.0 
	47.5 
	57.0 
	66.5 
	76.0 
	85.5 
	95.0 
	104.5 
	114.0 
	123.5 
	133.0 
	142.5 

	10.0
	40.0 
	50.0 
	60.0 
	70.0 
	80.0 
	90.0 
	100.0 
	110.0 
	120.0 
	130.0 
	140.0 
	150.0 

	10.5
	42.0 
	52.5 
	63.0 
	73.5 
	84.0 
	94.5 
	105.0 
	115.5 
	126.0 
	136.5 
	147.0 
	157.5 

	11.0
	44.0 
	55.0 
	66.0 
	77.0 
	88.0 
	99.0 
	110.0 
	121.0 
	132.0 
	143.0 
	154.0 
	165.0 

	11.5
	46.0 
	57.5 
	69.0 
	80.5 
	92.0 
	103.5 
	115.0 
	126.5 
	138.0 
	149.5 
	161.0 
	172.5 

	12.0
	48.0 
	60.0 
	72.0 
	84.0 
	96.0 
	108.0 
	120.0 
	132.0 
	144.0 
	156.0 
	168.0 
	180.0 

	12.5
	50.0 
	62.5 
	75.0 
	87.5 
	100.0 
	112.5 
	125.0 
	137.5 
	150.0 
	162.5 
	175.0 
	187.5 

	13.0
	52.0 
	65.0 
	78.0 
	91.0 
	104.0 
	117.0 
	130.0 
	143.0 
	156.0 
	169.0 
	182.0 
	195.0 

	13.5
	54.0 
	67.5 
	81.0 
	94.5 
	108.0 
	121.5 
	135.0 
	148.5 
	162.0 
	175.5 
	189.0 
	202.5 

	14.0
	56.0 
	70.0 
	84.0 
	98.0 
	112.0 
	126.0 
	140.0 
	154.0 
	168.0 
	182.0 
	196.0 
	210.0 

	14.5
	58.0 
	72.5 
	87.0 
	101.5 
	116.0 
	130.5 
	145.0 
	159.5 
	174.0 
	188.5 
	203.0 
	217.5 

	15.0
	60.0 
	75.0 
	90.0 
	105.0 
	120.0 
	135.0 
	150.0 
	165.0 
	180.0 
	195.0 
	210.0 
	225.0 


Appendices

Appendix A: Company profile

“Diamond Offshore Drilling, Inc. operates as an offshore oil and gas drilling contractor worldwide. The company provides offshore drilling services in the deep water, harsh environment, conventional semisubmersibles, and jack-up markets to independent oil and gas companies and government-owned oil companies. As of December 31, 2008, it operated a fleet of 45 offshore rigs comprising 30 semisubmersibles, 14 jack-ups, and 1 drillship. The company was founded in 1989 and is headquartered in Houston, Texas. Diamond Offshore Drilling, Inc. operates as a subsidiary of Loews Corporation.”
Appendix B: Types of rigs

“Semi Submersible
This floating drilling unit has pontoons and columns that, when flooded with seawater, cause the pontoons to submerge to a predetermined depth. Although it is moved by wave action, it sits low with a large part of its structure under water. This, combined with eight huge mooring anchors, make it a very stable installation and the preferred choice for exploring the North Sea and the new wells west of Scotland.

There can be over one hundred people on board and although smaller than a platform, conditions are usually good.

This type of rig makes its money by drilling a hole in the seabed then it moves to the next location. There is often an urgency to get things done quickly. With advancing technology some semi submersibles can drill in water depths over five thousand feet.
Platform
This immobile structure can be built from concrete or steel and rests on the seabed. When oil or gas is located a platform may be constructed to drill further wells at that site and also to produce the hydrocarbon. Although some platforms can be small, most are massive compared to the other types of installations.
Jack-up 
This is a mobile drilling rig, different to the semi submersible. Instead of floating over its drilling location the Jack-up has long leg structures, which it lowers to and into the seabed raising the rig out of the water. The obvious limitation with this type of installation is the depth of water it can operate in. The maximum being five hundred feet. Surprisingly, many areas of the North Sea are not too deep for this type of installation to operate.
Drill Ship
As the name suggests this is a ship shaped drilling vessel. Unlike the semi submersible and the Jack-up, it does not require tugboats to tow it to location. Although they are not as stable as semi submersibles they also drill in very deep waters.
Flotels
This is usually a converted semi submersible. It is attached to a platform by a long gangway to provide extra accommodation. This, along with the usual leisure and catering facilities, is their only task. They do have a marine crew in charge of stabilizing the installation.

Floating Production & Storage Units
They are usually converted takers or purpose built units although semi submersibles have also been used. They are attached to a seabed well head and they produce and store the oil until another tanker takes it from them. They are used to produce from small wells where it would be too expensive to build a platform.”
Appendix C: Backlogs for 2009 and 2010 of the Company

2009
	Rigs
	Location
	Operating time
	Day rates
	Day costs
	Revenue
	Cost

	Ocean Star
	GOM
	0
	0.00M
	0.00M
	0.00M
	0.00M

	Ocean America
	GOM
	195
	0.55M
	0.08M
	107.25M
	15.60M

	
	Australia
	195
	0.42M
	0.09M
	81.90M
	17.55M

	Ocean Valiant
	GOM
	365
	0.42M
	0.08M
	153.30M
	29.20M

	
	Angola
	90
	0.62M
	0.09M
	55.80M
	8.10M

	Ocean Victory
	GOM
	108
	0.56M
	0.08M
	60.48M
	8.64M

	
	GOM
	150
	0.56M
	0.08M
	84.00M
	12.00M

	
	GOM
	365
	0.54M
	0.08M
	197.10M
	29.20M

	Ocean Baroness
	GOM
	365
	0.36M
	0.08M
	131.40M
	29.20M

	Ocean Endeavor
	GOM
	365
	0.29M
	0.08M
	105.85M
	29.20M

	Ocean Monarch
	GOM
	135
	0.44M
	0.08M
	59.40M
	10.80M

	
	GOM
	150
	0.44M
	0.08M
	66.00M
	12.00M

	Ocean Confidence
	GOM
	300
	0.51M
	0.08M
	153.00M
	24.00M

	Ocean Ambassador
	GOM
	165
	0.28M
	0.08M
	46.20M
	13.20M

	
	Brazil
	60
	0.26M
	0.07M
	15.60M
	4.20M

	Ocean Saratoga
	GOM
	210
	0.28M
	0.05M
	58.80M
	10.50M

	Ocean Crusader
	GOM
	0
	0.00M
	0.00M
	0.00M
	0.00M

	Ocean Drake
	GOM
	0
	0.00M
	0.00M
	0.00M
	0.00M

	Ocean Champion
	GOM
	0
	0.00M
	0.00M
	0.00M
	0.00M

	Ocean Spartan
	GOM
	75
	0.05M
	0.04M
	3.75M
	3.00M

	Ocean Summit
	Mexico
	165
	0.13M
	0.04M
	21.45M
	6.60M

	Ocean Titan
	GOM
	75
	0.13M
	0.04M
	9.75M
	3.00M

	Ocean Tower
	GOM
	0
	0.00M
	0.00M
	0.00M
	0.00M

	Ocean Columbia
	Mexico
	113
	0.11M
	0.04M
	12.43M
	4.52M

	Ocean Nugget
	Mexico
	90
	0.13M
	0.04M
	11.70M
	3.60M

	Ocean King
	Croatia
	365
	0.10M
	0.05M
	36.50M
	18.25M

	Ocean Sovereign
	Indonesia
	300
	0.14M
	0.05M
	42.00M
	15.00M

	Ocean Heritage
	Gulf of Suez
	210
	0.06M
	0.05M
	12.60M
	10.50M


2009 (continued)

	Rigs
	Location
	Operating time
	Day rates
	Day costs
	Revenue
	Cost

	Ocean Spur
	Egypt
	240
	0.14M
	0.05M
	33.60M
	12.00M

	Ocean Shield
	Australia
	365
	0.26M
	0.08M
	94.90M
	29.20M

	Ocean Scepter
	Argentina
	210
	0.19M
	0.07M
	39.90M
	14.70M

	Ocean New Era
	GOM
	365
	0.26M
	0.08M
	94.90M
	29.20M

	Ocean Voyager
	GOM
	365
	0.33M
	0.08M
	120.45M
	29.20M

	Ocean Nomad
	North Sea
	180
	0.33M
	0.07M
	59.40M
	12.60M

	Ocean Guardian
	Ireland
	45
	0.26M
	0.07M
	11.70M
	3.15M

	
	North Sea
	45
	0.29M
	0.07M
	13.05M
	3.15M

	Ocean Princess
	North Sea
	365
	0.33M
	0.07M
	120.45M
	25.55M

	
	North Sea
	0
	0.33M
	0.07M
	0.00M
	0.00M

	
	North Sea
	0
	0.27M
	0.07M
	0.00M
	0.00M

	Ocean Vanguard
	North Sea
	365
	0.40M
	0.07M
	146.00M
	25.55M

	Ocean Lexington
	Egypt
	225
	0.26M
	0.07M
	58.50M
	15.75M

	
	Brazil
	0
	0.33M
	0.07M
	0.00M
	0.00M

	Ocean Bounty
	Australia
	105
	0.38M
	0.09M
	39.90M
	9.45M

	Ocean Patriot
	Australia
	330
	0.40M
	0.09M
	132.00M
	29.70M

	Ocean Epoch
	Australia
	300
	0.35M
	0.09M
	105.00M
	27.00M

	Ocean General
	Vietnam
	365
	0.28M
	0.06M
	102.20M
	21.90M

	Ocean Rover
	Malaysia
	300
	0.45M
	0.09M
	135.00M
	27.00M

	Ocean Whittington
	Brazil
	330
	0.22M
	0.07M
	72.60M
	23.10M

	Ocean Concord
	Brazil
	365
	0.23M
	0.07M
	83.95M
	25.55M

	Ocean Yorktown
	Brazil
	365
	0.23M
	0.07M
	83.95M
	25.55M

	Ocean Yatzy
	Brazil
	270
	0.11M
	0.07M
	29.70M
	18.90M

	
	Brazil
	90
	0.24M
	0.07M
	21.60M
	6.30M

	Ocean Quest
	Brazil
	225
	0.38M
	0.07M
	85.50M
	15.75M

	
	Brazil
	120
	0.42M
	0.07M
	50.40M
	8.40M

	Ocean Winner
	Brazil
	365
	0.11M
	0.07M
	40.15M
	25.55M

	
	Brazil
	0
	0.27M
	0.07M
	0.00M
	0.00M

	Ocean Worker
	Brazil
	300
	0.27M
	0.07M
	81.00M
	21.00M

	Ocean Alliance
	Brazil
	365
	0.15M
	0.07M
	54.75M
	25.55M

	
	Brazil
	0
	0.34M
	0.07M
	0.00M
	0.00M

	Ocean Clipper
	Brazil
	365
	0.18M
	0.11M
	65.70M
	40.15M

	TOTAL
	
	
	
	
	3,502.51M
	868.76M


2010

	Rigs
	Location
	Operating time
	Day rates
	Day costs
	Revenue
	Cost

	Ocean Star
	GOM
	0
	0.00M
	0.00M
	0.00M
	0.00M

	Ocean America
	GOM
	30
	0.55M
	0.08M
	16.50M
	2.40M

	
	Australia
	365
	0.42M
	0.09M
	153.30M
	32.85M

	Ocean Valiant
	GOM
	0
	0.42M
	0.08M
	0.00M
	0.00M

	
	Angola
	365
	0.62M
	0.09M
	226.30M
	32.85M

	Ocean Victory
	GOM
	0
	0.00M
	0.00M
	0.00M
	0.00M

	
	GOM
	120
	0.56M
	0.08M
	67.20M
	9.60M

	
	GOM
	0
	0.54M
	0.08M
	0.00M
	0.00M

	Ocean Baroness
	GOM
	105
	0.36M
	0.08M
	37.80M
	8.40M

	Ocean Endeavor
	GOM
	180
	0.29M
	0.08M
	52.20M
	14.40M

	Ocean Monarch
	GOM
	0
	0.44M
	0.08M
	0.00M
	0.00M

	
	GOM
	365
	0.44M
	0.08M
	160.60M
	29.20M

	Ocean Confidence
	GOM
	365
	0.51M
	0.08M
	186.15M
	29.20M

	Ocean Ambassador
	GOM
	0
	0.28M
	0.08M
	0.00M
	0.00M

	
	Brazil
	365
	0.26M
	0.07M
	94.90M
	25.55M

	Ocean Saratoga
	GOM
	195
	0.28M
	0.05M
	54.60M
	9.75M

	Ocean Crusader
	GOM
	0
	0.00M
	0.00M
	0.00M
	0.00M

	Ocean Drake
	GOM
	0
	0.00M
	0.00M
	0.00M
	0.00M

	Ocean Champion
	GOM
	0
	0.00M
	0.00M
	0.00M
	0.00M

	Ocean Spartan
	GOM
	0
	0.05M
	0.04M
	0.00M
	0.00M

	Ocean Summit
	Mexico
	311
	0.13M
	0.04M
	40.43M
	12.44M

	Ocean Titan
	GOM
	0
	0.13M
	0.04M
	0.00M
	0.00M

	Ocean Tower
	GOM
	0
	0.00M
	0.00M
	0.00M
	0.00M

	Ocean Columbia
	Mexico
	0
	0.00M
	0.00M
	0.00M
	0.00M

	Ocean Nugget
	Mexico
	365
	0.13M
	0.04M
	47.45M
	14.60M

	Ocean King
	Croatia
	0
	0.10M
	0.05M
	0.00M
	0.00M

	Ocean Sovereign
	Indonesia
	105
	0.14M
	0.05M
	14.70M
	5.25M

	Ocean Heritage
	Gulf of Suez
	0
	0.06M
	0.05M
	0.00M
	0.00M

	Ocean Spur
	Egypt
	0
	0.14M
	0.05M
	0.00M
	0.00M

	Ocean Shield
	Australia
	0
	0.26M
	0.08M
	0.00M
	0.00M

	Ocean Scepter
	Argentina
	0
	0.19M
	0.07M
	0.00M
	0.00M

	Ocean New Era
	GOM
	45
	0.26M
	0.08M
	11.70M
	3.60M

	Ocean Voyager
	GOM
	60
	0.33M
	0.08M
	19.80M
	4.80M

	Ocean Nomad
	North Sea
	0
	0.33M
	0.07M
	0.00M
	0.00M

	Ocean Guardian
	Ireland
	0
	0.26M
	0.07M
	0.00M
	0.00M

	
	North Sea
	0
	0.29M
	0.07M
	0.00M
	0.00M


2010 (continued)

	Rigs
	Location
	Operating time
	Day rates
	Day costs
	Revenue
	Cost

	Ocean Princess
	North Sea
	105
	0.33M
	0.07M
	34.65M
	7.35M

	
	North Sea
	255
	0.33M
	0.07M
	84.15M
	17.85M

	
	North Sea
	0
	0.27M
	0.07M
	0.00M
	0.00M

	Ocean Vanguard
	North Sea
	105
	0.40M
	0.07M
	42.00M
	7.35M

	Ocean Lexington
	Egypt
	0
	0.26M
	0.07M
	0.00M
	0.00M

	
	Brazil
	330
	0.33M
	0.07M
	108.90M
	23.10M

	Ocean Bounty
	Australia
	0
	0.38M
	0.09M
	0.00M
	0.00M

	Ocean Patriot
	Australia
	365
	0.40M
	0.09M
	146.00M
	32.85M

	Ocean Epoch
	Australia
	255
	0.35M
	0.09M
	89.25M
	22.95M

	Ocean General
	Vietnam
	270
	0.28M
	0.06M
	75.60M
	16.20M

	Ocean Rover
	Malaysia
	365
	0.45M
	0.09M
	164.25M
	32.85M

	Ocean Whittington
	Brazil
	365
	0.22M
	0.07M
	80.30M
	25.55M

	Ocean Concord
	Brazil
	365
	0.23M
	0.07M
	83.95M
	25.55M

	Ocean Yorktown
	Brazil
	365
	0.23M
	0.07M
	83.95M
	25.55M

	Ocean Yatzy
	Brazil
	0
	0.11M
	0.07M
	0.00M
	0.00M

	
	Brazil
	365
	0.24M
	0.07M
	87.60M
	25.55M

	Ocean Quest
	Brazil
	0
	0.38M
	0.07M
	0.00M
	0.00M

	
	Brazil
	365
	0.42M
	0.07M
	153.30M
	25.55M

	Ocean Winner
	Brazil
	75
	0.11M
	0.07M
	8.25M
	5.25M

	
	Brazil
	285
	0.27M
	0.07M
	76.95M
	19.95M

	Ocean Worker
	Brazil
	365
	0.27M
	0.07M
	98.55M
	25.55M

	Ocean Alliance
	Brazil
	165
	0.15M
	0.07M
	24.75M
	11.55M

	
	Brazil
	195
	0.34M
	0.07M
	66.30M
	13.65M

	Ocean Clipper
	Brazil
	345
	0.18M
	0.11M
	62.10M
	37.95M

	TOTAL
	
	
	
	
	2,754.43M
	637.04M


Disclosures
While we attempt to include all relevant and public information as of the date published, material information might be excluded from this report. Once the report is complete, new information might have either a positive or negative impact on the value of the stock and would not be included in this report. This report is made available electronically for educational purposes and does not constitute a solicitation for any of the referenced securities. We buy and sell securities and may occasionally make purchased decisions that are inconsistent with this research. 

This report is part of a summer internship program in partnership with Clark University. Summer analysts are not licensed and recommendations are made for educational purposes. No part of this report may be reproduced without prior written consent from Prof. Wendy Jeffus (wjeffus@clarku.edu).
� Source: http://biz.yahoo.com/p/1qpmd.html


� Source: http://www.emeraldinsight.com/fig/2610360406001.png


� Source: http://biz.yahoo.com/p/1qpmd.html


� Source: Historical price from Yahoo! Finance; oil price from http://tonto.eia.doe.gov/, O Capital research


� Source: Historical price from Yahoo! Finance; oil price from http://tonto.eia.doe.gov/


� Helmerich & Payne Inc. gains their revenues mainly from land drilling.


� Source: Rig fleet status from the companies. Introduction of the rig fleets can be found in Appendix B.


� Source: Companies’ SEC filings, O Capital research


� Negative data is not included when calculating average P/E/G ratio


� Source: Companies’ SEC filings, O Capital research


� Common size data is calculated with 2009 Q2 data.


� Light shaded parts are where investors can make a profit if they invest at current price; dark shaded parts are our target prices in 2009 and 2010


� Source: Yahoo! Finance


� Source: http://www.rigjobs.co.uk/oil/oilrigs.shtml


� Source: The company’s rig fleet status
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