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Oil & Gas Energy Services 

Oilfield Bulletin: Canadian Fracturing, Fallen Too Far Out Of Favour 

 
We’ll set the stage for this report with a couple of self-evident truths: The balance of investor sentiment surrounding the 
pressure pumpers has been to the negative. Over-capacity, environmental issues, rising product costs, and compressing margins 
in the US have been winning the battles for investors’ hearts and minds. And strong earnings growth and large upside surprises 
have been trumped by the specter of potentially deteriorating earnings in forward quarters. 
Will the negative sentiment turn-around? Will concerns about too much capacity yield a lengthening record of earnings growth?  
We’d argue that if the 50% - 125% year-over-year cash flow increases over the last several quarters haven’t driven multiples 
higher, it’s difficult to envision what would cause the market to change its mind at this point.  But we also think it’s reasonable 
to take the views that (a) value multiples have likely bottomed-out and that (b) cash flow and earnings will continue to grow, 
particularly in Canada. The combination of these two factors means that pressure pumping shares are likely to appreciate at 
least by rates roughly equal to their earnings growth. Ordinarily, straightforward earnings growth might not sound sufficiently 
interesting to entice some investors into action, but we would argue that the earnings growth in this group has, and will likely 
continue to surprise and surpass general expectations, especially through Canadian fracturing operations.  We believe this 
group is too far out of favour and should be bought today. Specifically, we point to Canyon as a high-quality investment 
opportunity as well as deep-valued Calfrac. 
What bolsters our confidence in this recommendation is that we are detecting some early evidence of a ‘contrarian view’ among 
investors that the Canadian pumping market is likely to be resilient through at least 2012; and if more broadly accepted, this 
theme could complement the earnings growth we’re anticipating with correspondingly expanding multiples, which would then 
drive more significant stock performance. Whether this Canadian theme takes broader hold of the market though is yet to be 
determined.  We flesh out these ideas in greater detail on the following pages. 
 

Dec-06-11 Target Price Dividend Total Return
Company Ticker Price (6-12 mths) Yield To Target Rating
Contract Drillers

Ensign Energy Services ESI-TSX $16.58 $21.50 2.3% 32% Strong Buy 1
Precision Drilling Corporation PD-TSX | PDS-NYSE $11.22 $16.50 0.0% 47% Outperform 2
Savanna Energy Services SVY-TSX $7.73 $11.25 0.0% 46% Outperform 2
Trinidad Drilling Ltd. TDG-TSX $8.09 $11.00 2.5% 38% Strong Buy 1
Tuscany International Drilling Inc. TID-TSX $0.58 $1.10 0.0% 90% Outperform 2
Western Energy Services Corp. WRG-TSX $8.22 $11.50 0.0% 40% Strong Buy 1

Pressure Pumpers
Calfrac Well Services CFW-TSX $27.25 $54.00 0.6% 99% Strong Buy 1
Canyon Services Group Inc. FRC-TSX $12.80 $18.50 2.0% 46% Strong Buy 1
GasFrac Energy Services Ltd. GFS-TSX $7.08 $12.00 0.0% 69% Outperform 2
Trican Well Service TCW-TSX $18.19 $28.00 0.5% 54% Outperform 2

Completion Services
Essential Energy Services Ltd. ESN-TSX $1.92 $3.10 0.0% 61% Strong Buy 1
Pure Energy Services Ltd. PSV-TSX $8.33 $11.25 4.3% 39% Strong Buy 1

Field Services
Black Diamond Group Ltd. BDI-TSX $17.42 $18.25 3.8% 9% Outperform 2
Enerflex Ltd. EFX-TSX $12.34 $15.50 1.9% 28% Strong Buy 1
Mullen Group Ltd. MTL-TSX $19.87 $22.00 5.0% 16% Market Perform 3
Secure Energy Services Inc. SES-TSX $7.69 $9.50 0.0% 24% Outperform 2
Strad Energy Services Ltd. SDY-TSX $4.09 $6.75 0.0% 65% Strong Buy 1

Raymond James Ltd.
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Canada: A Good Place to Frack 

We’ve long pointed to a divergence between Canadian and US fracturing economics. We 
suspect this contrast is widening, and this view is causing some investors to take note.   

While it is true that US margins have likely maxed-out, and in some cases have started 
shrinking, this does not describe the state of affairs in Canada. Indeed, 3Q11 Canadian 
fracturing economics were about as robust as we have seen yet. But more importantly, every 
interested party we discuss the matter with agrees that the Canadian fracturing market is as 
strong as ever, and will likely remain so for the foreseeable future (in our experience 
“foreseeable future” means “the next 6 - 12 months”). 

Fleet Horsepower Is As Productive As Ever in Canada 

We measure horsepower productivity as revenue generated on a per unit horsepower basis. 
In Canada this metric was more-or-less flat in 3Q11 on a year-over-year comparison, which in 
itself is an impressive result considering that intense late-season rains meant July 2011 
pumping utilization was significantly curtailed (see Exhibit 1).     

At the same time, margins in Canada have yet to plateau.  In the lower chart of Exhibit 1, we 
provide our best estimate of EBITDA generation per unit horsepower.  Again, these results 
need to be considered in the context of difficult field conditions in July.  More importantly, we 
believe this upward trend will likely continue over the next couple of quarters at least – and 
this is what we believe some investors are beginning to embrace.  
 
Exhibit 1: Canadian Revenue and EBITDA per Average Unit Horsepower  

Canadian Revenue 

Change vs…
C$ 3Q11 2Q11 3Q10

Canyon 705           +531 -112

Trican 1,003       +495 -35

Calfrac 882           +518 +194

GasFrac 355           +148 -136
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Canadian EBITDA 

Change vs…
C$ 3Q11 2Q11 3Q10

Canyon 311           +335 -57

Trican 393           +311 +18

Calfrac 334           +315 +105
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Source: Company reports, Raymond James Ltd. 
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US Pumping: Not So Much 

By comparison and by most accounts, the US fracturing market is on a less stable footing. 
Revenue per unit horsepower in the US increased marginally vis-à-vis 2Q11 (refer to Exhibit 2, 
below) – at least from the few companies that provided sufficient disclosure to perform this 
analysis. At the same time, percent margins decreased sequentially.  And as for the outlook 
from the likes of Halliburton, Schlumberger, and Baker Hughes, they volunteer that too much 
capacity has led to the ‘inevitable conclusion’ – the loss of pricing power, which in the face of 
escalating costs for input products and fuel means declining margins.   

For what it’s worth, we think the ultimate culprit of declining margins in the US has been the 
flattish US rig count – or put another way, if the rig count growth hadn’t slowed since mid-
summer, we suspect there would still be healthy pricing tension for fracturing companies in 
most markets. But instead, the US horizontal rig count has been roughly flat since mid-
summer. True, there are more horizontal oil wells going into the ground, but offsetting this is 
fewer natural gas horizontal wells as well. The overall rig count has grown only marginally and 
consequently so has the horizontal rig count. We labour this point to highlight the potential 
for the fracturing market to retighten under one of two scenarios: (1) the US oil rig count 
resumes growing more quickly, or (2) the gas rig count stops shrinking. 

In the meantime, our broader points are that for a long time the Canadian fracturing market 
has been painted with the same brush as the US fracturing market, and that the balance of 
evidence tells us this is too broad of a generalization.  It is this notion that has potential to 
drive some multiple expansion in the group. 

 
Exhibit 2: US Revenue and EBITDA per Average Unit Horsepower  

US Revenue 

Change vs…
C$ 3Q11 2Q11 3Q10

Trican 470            +23 +108

Calfrac 522            -4 +138
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U.S. EBITDA 

Change vs…
C$ 3Q11 2Q11 3Q10

Trican 96             -13 +17

Calfrac 144           -33 +41
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0

250

500

750

1,000

1,250

4Q09 1Q10 2Q10 3Q10 4Q10 1Q11 2Q11 3Q11

TCW

CFW

Trailing 12 Months

 
 

Source: Company reports, Raymond James Ltd. 
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Pushback We Expect from Readers 

“Multiples Are Only Low Because They Are Predicated on ‘Peak Earnings’ and ‘Peak 
EBITDA’” 

This is the “too-much-capacity” argument framed a different way. Sure the multiples are low, 
but only because earnings and EBITDA are unsustainably high, so the argument goes. If we 
take this argument at face value, it’s worth asking what level of earnings is being discounted 
by the market.   

Historically, Trican has spent most of its time trading between 5.5x - 8.5x EBITDA.  Drilling 
contractors have typically traded between 5.0x - 7.0x. If the market is correctly ‘pricing-in’ a 
sufficiently low level of EBITDA, and is predicating values on an historical average multiple 
range (say, 6.0x - 7.0x), then the market is implicitly saying that EBITDA is set to decline by 
15% - 30% year-over-year, and that earnings are set to decline by 50% - 65% year-over-year.   

Besides, fracturing capacity looks set to expand by 45% - 50% for our covered pumpers in 
2012, but at the same time, the market is implicitly saying that EBITDA will contract by 15% - 
30%. This further implies the market is expecting EBITDA contribution per unit horsepower 
will drop by a whopping 40% - 50% in 2012!   

This type of profitability decline isn’t without precedent. However, it has only ever taken 
place during significant downturns in the rig count. Yet the market doesn’t appear to be 
contemplating a downturn scenario for the contract drilling group. The median multiple 
among the contract drillers is currently 4.9x 2012E EBITDA – which is within its historic pricing 
range, albeit at the lower end of that range.  The median pumper multiple today is 3.9x 2012E 
EBITDA. Therefore, it looks to us that the market is pricing a different macro scenario for 
pressure pumpers than it is for contract drillers. 

Okay, But the Pumpers Are More Expensive Based on the Most Fundamental Metrics Like 
P/Book  

Well, not really. In Exhibit 4, we outline price/book and estimated enterprise 
value/replacement cost multiples for Calfrac, Canyon, GasFrac, and Trican. These measures 
have been setting new historic lows in recent weeks and months.   

 
Exhibit 3: Price/Book and EV/Replacement Cost  

Price / Book Value EV / 
Current 2011E 2012E Replace. Cost

Calfrac 1.8x 1.8x 1.3x 1.4x
Canyon 2.4x 2.4x 1.8x 2.1x
GasFrac 1.6x 1.6x 1.4x 1.4x
Trican 1.9x 1.9x 1.6x 1.4x  
Source: Bloomberg, Raymond James Ltd. 
 

But the Canadian Pure-Play, Canyon, Is Priced at a Replacement Cost Premium Relative to 
Trican and Calfrac 

This is true. However, in 3Q11, Canadian pumping horsepower generated about 1.7x more 
revenue and 3.0x more EBITDA margin than US pumpers (at least among those that disclose 
operating results). Moreover, the dominant outlook from industry participants is that this is 
the way it will continue. So, on both a retrospective and prospective basis, Canadian 
horsepower is worth more than US horsepower. 
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Exhibit 4: Trican’s Historical EV/EBITDA Multiple Range 
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Source: Trican Well Service, Raymond James Ltd. 

 
Exhibit 5: Calfrac’s Historical EV/EBITDA Multiple Range 
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Source: Calfrac Well Services, Raymond James Ltd. 
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US Competitors Will Just Move Into Canada and Push Margins Lower Here Too 

Probably not, or at least not indiscriminately. It should be noted that Nabors has already done 
this, with a relatively small fleet at this point. But rightly or wrongly, we have found that the 
US majors, Halliburton, Schlumberger, and Baker Hughes have biases against investing in 
Canada, primarily due to perceptions that the market in Canada is too seasonal, and therefore 
places an unattractively low lid on ultimate equipment utilization. But even though the 
evidence in Exhibit 1 speaks to the contrary, we still think there are two structural 
impediments to the US market spilling into Canada, Nabors notwithstanding.   

The first is that even the venerable Canadian companies like Trican and Calfrac are having 
significant challenges growing and training their employment ranks.  Bringing the equipment 
to Canada presents some challenges, but the bigger challenge is to find crews once the 
equipment arrives here. 

The second is that operating efficiency in Canada requires a broad customer base.  Often E&P 
companies incur delays in drilling wells or in preparing leases, often as a function of weather.  
This creates the potential for down-time for fracturing companies working on these 
programs.  Ordinarily, the fracturing companies will make its equipment available to other of 
its customers during these ‘windows’. So having a broad customer base is crucial to 
maintaining high utilization as a Canadian mainstream fracturing company. 

Based on this, we suspect that the big three will prefer to compete in the ‘take-or-pay’ 
contract market in Canada, which primarily means the Horn River area.  In this remote region, 
windows are irrelevant, no broad base of customers is required, and the contracts provide for 
relative certain outcomes. 
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Oilfield Activity Summary & Industry Forecasts

Equity Indices & Energy Prices Industry & Commodity Forecasts

Price/     Percent Change (%)

Level W/W M/M Y/Y 2009 2010 2011E 2012E

TSX 300 Comp 12,081 +3.0 -2.6 -8.8 Active Drilling Rig Count 214 328 409 386

TSX Oilfield index 1,470 +6.4 +1.6 +5.0 Drilling Rig Utilization 28% 41% 51% 46%

OSX 235 +8.0 +0.7 +0.3 Wells Completed 9,394 13,575 17,200 16,300

WTI (US$/bbl) 101.28 +1.5 +7.4 +14.2 Service Rig Utilization 39% 55% 59% 56%

C Par @ Edm. ($/bbl) 108.08 +3.9 +12.6 +26.0 WTI (US$/bbl) 62.09 79.61 92.84 85.00

NYMEX (US$/mcf) 3.49 -4.0 -7.8 -20.6 NYMEX (US$/mcf) 4.16 4.38 4.16 4.00

AECO-C ($/GJ) 3.06 -0.3 -6.7 -20.5 AECO ($/mcf) 3.99 4.18 3.71 3.60

USD/CAD 0.99 +2.2 +0.9 +0.3 USD/CAD 0.88 0.97 1.02 1.00

Canadian Active Rig Counts Canadian Wells & Licenses 

13-Wk     Year to Date 13-Wk Total

This Wk Last Wk Last Yr M.A 2011 2010 2011 2010

Active Drilling Rig Count 536 528 514 528 Total Completions 14,796 11,833 5,314 5,039

  Total Fleet 799 799 801 805   %Oil 62 47 72 44

  Utilization 67% 66% 64% 66%   %Horizontal + Directional 79 68 84 70

Active Service Rig Count 614 601 600 587   %Vertical 21 32 16 30

  Total Fleet 908 908 894 906 Well Licenses 15,027 13,105 4,250 4,120

  Utilization 68% 66% 67% 65% Total Meters Drilled (000s) 24,831 19,224 9,261 7,908

  %Developement 84 79 87 79

Avg. Well Depths (meters) 4,006 4,107 1,178 1,694

US Active Rig Count International Active Rig Count
13-Wk

This Wk Last Wk Last Yr M.A Oct-11 Aug-11 Jul-11 Jun-11

Total US Rig Count 1,993 2,000 1,713 2,002 International Rig Count 1,197 1,183 1,150 1,158

      %Oil 57 57 43 55     %Oil / %Land 77 / 74 76 / 73 79 / 73 76 / 74

      %Horizontal + Directional 69 68 69 0   Australia 14 14 13 15

      %Vertical 31 32 31 0     %Oil / %Land 43 / 50 43 / 50 54 / 54 60 / 53

  Total Land 1,951 1,963 1,690 1,967   South America 438 441 438 438

      %Oil 57 57 44 55     %Oil / %Land 87 / 79 87 / 78 89 / 79 87 / 80

  Gulf of Mexico 40 38 23 33   Continental Europe 89 94 90 86

      %Oil 48 47 35 54     %Oil / %Land 57 / 67 49 / 64 50 / 67 47 / 69

S&P/TSX Energy Equipment & Services Index vs. OSX Phil. Oil Services Sector Index

All figures in C$, unless otherwise noted.
Sources: Raymond James Ltd., Bloomberg, JuneWarren-Nickle's Energy Group, Baker Hughes
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Canadian Oilfield Activity Charts

a.  Drilling Contractor Utilization – Weekly Observed and Actual Reported Rates

Weekly Observed Utilization (%)
Drilling This Last Last 13-Week 2009 2010 2011
Contractor Week Week Year M.Avg. 2008 Q1 Q2 Q3 Q4 Year Q1 Q2 Q3 Q4 Year Q1 Q2 Q3
Akita Drilling 62 59 58 61 42 45 16 26 37 31 49 25 39 31 36 62 30 63
Ensign Group 69 63 66 66 36 30 7 18 25 20 42 13 31 37 31 52 16 42
Nabors Drilling 57 52 49 55 42 39 13 15 27 24 44 22 33 46 36 61 27 50
Precision Drilling 63 63 60 63 38 33 11 20 28 23 50 19 37 47 38 61 21 51
Savanna 61 61 60 57 42 31 5 19 31 22 54 18 40 47 40 64 22 54
Trinidad Drilling 78 80 84 79 55 50 14 36 43 36 67 34 56 65 55 80 31 69
Western (Horizon) 92 95 93 95 50 55 9 30 45 35 46 46 61 65 57 85 40 72

INDUSTRY 67 66 64 66 42 36 11 21 32 25 53 20 41 49 41 67 23 56

Historical utilization rates shown for Canadian drilling rig operations where available
Ensign Group includes: Big Sky Drilling, Ensign Drilling and Champion Drilling
Savanna includes: Lakota Drilling and Trailblazer Drilling
Prior to 1Q10, Western (Horizon) figures estimated using Nickle's utilization data  
 
 
b.  Drilling Contractor Utilization – Weekly Observed Rates by Depth Quartile

Depth Quartile
Depth Range (m) / Ensign Precision Trinidad Western

Average Depth (m) Group Drilling Savanna Drilling (Horizon) INDUSTRY

80 - 2,000m /   Rigs (% of fleet) 40 (33%) 34 (16%) 28 (40%) 17 (31%) 0 (0%)
1,398 m   Utilization 53% 35% 29% 59% 0% 41%

2,000 - 3,000m /   Rigs (% of fleet) 37 (31%) 69 (33%) 9 (13%) 5 (9%) 3 (8%)
2,566 m   Utilization 81% 57% 44% 40% 67% 66%

3,000 - 3,600m /   Rigs (% of fleet) 30 (25%) 58 (28%) 14 (20%) 27 (50%) 19 (51%)
3,311 m   Utilization 70% 78% 93% 96% 100% 83%

3,600 - 7,000m /   Rigs (% of fleet) 14 (12%) 46 (22%) 19 (27%) 5 (9%) 15 (41%)
4,234 m   Utilization 86% 76% 95% 80% 87% 83%

80 - 7,000m /   Rigs 121 207 70 54 37 799
2,876 m   Utilization 69% 63% 61% 78% 92% 68%

Ensign Group includes: Big Sky Drilling, Ensign Drilling and Champion Drilling
Savanna includes: Lakota Drilling and Trailblazer Drilling
Sources: JuneWarren-Nickle's Energy Group, Company reports, Raymond James Ltd.
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Canadian Oilfield Activity Charts (continued)

a. Weekly Rig Count b.  Weekly Service Rig Count

c.  Contractor Utilization (13-Wk MA) d.  Well  Licenses (13-Wk Total)

e.  Well Completions f.  Well Licenses

Sources: JuneWarren-Nickle's Energy Group, CAODC, Raymond James Ltd.
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Canadian & U.S. Oilfield Activity Charts

a.  WCSB Well Completions  (3-M RT) b.  WCSB Well Completions  (%)

c.  WCSB Well Completions by Type (3-M RT) d.  WCSB Well Completions by Type (%)

e.  U.S. Active Rig Count f.  U.S. Active Rig Count by Well Type

Sources: JuneWarren-Nickle's Energy Group, Baker Hughes
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U.S. & International Oilfield Activity Charts

a.  U.S. Active Land Rigs Targeting Gas b.  U.S. Active Land and GoM Rig Count

c.  U.S. State Drilling Rig Counts d.  U.S. GoM Active Rig Count

e.  U.S. Active Well Service Rig Count f.  International Active Rig Count

Sources: EIA, Baker Hughes, Raymond James Ltd.
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Natural Gas Charts

a.  Cdn Natural Gas Production (Bcf/d) b.  Cdn Natural Gas Exports to U.S. (Bcf/d)

c.  US Natural Gas Storage (Bcf) d.  North American Gas Prices (US$/mcf)

e.  U.S. Natural Gas Production (Bcf/d) f.  Cumulative Cooling Degree Days

Sources: Bloomberg, NOAA, Bentek Energy, Raymond James Ltd.
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Natural Gas Charts (continued)

a.  Weekly U.S. LNG Imports (Bcf) b.  LNG Netbacks - Landed (US$/mcf)

Destination Port Oct-11 Nov-11 Dec-11

Cove Point $3.82 $4.85 $4.23

Altamira $3.97 $3.84 $3.67

Lake Charles $3.36 $3.19 $3.11

Spain $10.40 $10.21 $9.68

Belgium $9.85 $9.82 $9.49

UK $8.89 $9.72 $9.35

India $15.61 $14.83 $14.73

Japan $17.25 $16.28 $16.50

Korea $17.25 $16.28 $16.50

c.  N.A. Gas Spot Prices (US$/mcf)

Sources: Bloomberg, Waterborne Energy, Raymond James Ltd.
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U.S. Unconventional Rig Counts

a.  U.S. Bakken Shale Active Rigs b.  Eagle Ford Shale Active Rigs

c.  U.S. Fayetteville Shale Active Rigs d.  U.S. Barnett Shale Active Rigs

e.  U.S. Haynesville (La.) Shale Active Rigs f.  U.S. Marcellus Shale Active Rigs

Sources: The Land Rig Newsletter
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Company Citations 
Company Name Ticker Exchange Currency Closing Price RJ Rating RJ Entity
Baker Hughes, Inc. BHI NYSE US$ 52.80 2 RJ & Associates
Halliburton HAL NYSE US$ 35.57 1 RJ & Associates
Nabors Industries Ltd. NBR NYSE US$ 18.69 2 RJ & Associates
Schlumberger Ltd. SLB NYSE US$ 76.65 2 RJ & Associates
  
Notes:  Prices are as of the most recent close on the indicated exchange and may not be in US$.  See Disclosure section for 
rating definitions.  Stocks that do not trade on a U.S. national exchange may not be approved for sale in all U.S. states. NC=not 
covered. 
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Important Investor Disclosures 
Raymond James & Associates (RJA) is a FINRA member firm and is responsible for the preparation and distribution of 
research created in the United States. Raymond James & Associates is located at The Raymond James Financial Center, 880 
Carillon Parkway, St. Petersburg, FL 33716, (727) 567-1000. Non-U.S. affiliates, which are not FINRA member firms, include 
the following entities which are responsible for the creation and distribution of research in their respective areas; In 
Canada, Raymond James Ltd., Suite 2200, 925 West Georgia Street, Vancouver, BC V6C 3L2, (604) 659-8200; In Latin 
America, Raymond James Latin America, Ruta 8, km 17, 500, 91600 Montevideo, Uruguay, 00598 2 518 2033; In Europe, 
Raymond James European Equities, 40, rue La Boetie, 75008, Paris, France, +33 1 45 61 64 90. 

This document is not directed to, or intended for distribution to or use by, any person or entity that is a citizen or resident 
of or located in any locality, state, country, or other jurisdiction where such distribution, publication, availability or use 
would be contrary to law or regulation.  The securities discussed in this document may not be eligible for sale in some 
jurisdictions.  This research is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where 
such an offer or solicitation would be illegal.  It does not constitute a personal recommendation nor does it  take into 
account the particular investment objectives, financial situations, or needs of individual clients.  Information in this report 
should not be construed as advice designed to meet the individual objectives of any particular investor.    Investors should 
consider this report as only a single factor in making their investment decision. Consultation with your investment advisor 
is recommended. Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of 
original capital may occur. 

The information provided is as of the date above and subject to change, and it should not be deemed a recommendation to 
buy or sell any security. Certain information has been obtained from third-party sources we consider reliable, but we do not 
guarantee that such information is accurate or complete. Persons within the Raymond James family of companies may have 
information that is not available to the contributors of the information contained in this publication. Raymond James, 
including affiliates and employees, may execute transactions in the securities listed in this publication that may not be 
consistent with the ratings appearing in this publication.   

With respect to materials prepared by Raymond James Ltd. (“RJL”), all expressions of opinion reflect the judgment of the 
Research Department of RJL, or its affiliates, at this date and are subject to change. RJL may perform investment banking or 
other services for, or solicit investment banking business from, any company mentioned in this document.  

All Raymond James Ltd. research reports are distributed electronically and are available to clients at the same time via the 
firm’s website (http://www.raymondjames.ca). Immediately upon being posted to the firm’s website, the research reports 
are then distributed electronically to clients via email upon request and to clients with access to Bloomberg (home page: 
RJLC), First Call Research Direct and Reuters. Selected research reports are also printed and mailed at the same time to 
clients upon request. Requests for Raymond James Ltd. research may be made by contacting the Raymond James Product 
Group during market hours at (604) 659-8000. 

In the event that this is a compendium report (i.e., covers 6 or more subject companies), Raymond James Ltd. may choose 
to provide specific disclosures for the subject companies by reference. To access these disclosures, clients should refer to: 
http://www.raymondjames.ca (click on Equity Capital Markets / Equity Research / Research Disclosures) or call toll-free at 
1-800-667-2899. 

 

Analyst Information 
Analyst Compensation:  Equity research analysts and associates at Raymond James are compensated on a salary and bonus 
system. Several factors enter into the compensation determination for an analyst, including i) research quality and overall 
productivity, including success in rating stocks on an absolute basis and relative to the local exchange composite Index 
and/or a sector index, ii) recognition from institutional investors, iii) support effectiveness to the institutional and retail 
sales forces and traders, iv) commissions generated in stocks under coverage that are attributable to the analyst’s efforts, v) 
net revenues of the overall Equity Capital Markets Group, and vi) compensation levels for analysts at competing investment 
dealers. 

Analyst Stock Holdings:  Effective September 2002, Raymond James equity research analysts and associates or members of 
their households are forbidden from investing in securities of companies covered by them. Analysts and associates are 
permitted to hold long positions in the securities of companies they cover which were in place prior to September 2002 but 
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are only permitted to sell those positions five days after the rating has been lowered to Underperform.  The covering 
analyst and/or research associate owns shares of the common stock of Schlumberger Ltd. The Analyst and/or Associate 
or a member of his/their household has a long position in the securities of Trinidad Drilling Ltd.  

The views expressed in this report accurately reflect the personal views of the analyst(s) covering the subject securities. No 
part of said person's compensation was, is, or will be directly or indirectly related to the specific recommendations or views 
contained in this research report. In addition, said analyst has not received compensation from any subject company in the 
last 12 months. 

Ratings and Definitions 
Raymond James Ltd. (Canada) definitions   

Strong Buy (SB1)  The stock is expected to appreciate and produce a total return of at least 15% and outperform the 
S&P/TSX Composite Index over the next six months. Outperform (MO2)  The stock is expected to appreciate and 
outperform the S&P/TSX Composite Index over the next twelve months. Market Perform (MP3)  The stock is expected to 
perform generally in line with the S&P/TSX Composite Index over the next twelve months and is potentially a source of 
funds for more highly rated securities. Underperform (MU4)  The stock is expected to underperform the S&P/TSX 
Composite Index or its sector over the next six to twelve months and should be sold. 

Raymond James & Associates (U.S.) definitions   

Strong Buy (SB1)  Expected to appreciate, produce a total return of at least 15%, and outperform the S&P 500 over the next 
six to 12 months. For higher yielding and more conservative equities, such as REITs and certain MLPs, a total return of at 
least 15% is expected to be realized over the next 12 months. Outperform (MO2)  Expected to appreciate and outperform 
the S&P 500 over the next 12-18 months. For higher yielding and more conservative equities, such as REITs and certain 
MLPs, an Outperform rating is used for securities where we are comfortable with the relative safety of the dividend and 
expect a total return modestly exceeding the dividend yield over the next 12-18 months. Market Perform (MP3)  Expected 
to perform generally in line with the S&P 500 over the next 12 months. Underperform (MU4)  Expected to underperform 
the S&P 500 or its sector over the next six to 12 months and should be sold. Suspended (S)  The rating and price target have 
been suspended temporarily.  This action may be due to market events that made coverage impracticable, or to comply 
with applicable regulations or firm policies in certain circumstances, including when Raymond James may be providing 
investment banking services to the company.  The previous rating and price target are no longer in effect for this security 
and should not be relied upon. 

Raymond James Latin American rating definitions   
Strong Buy (SB1)  Expected to appreciate and produce a total return of at least 25.0% over the next twelve months. 
Outperform (MO2)  Expected to appreciate and produce a total return of between 15.0% and 25.0% over the next twelve 
months. Market Perform (MP3)  Expected to perform in line with the underlying country index. Underperform (MU4)  
Expected to underperform the underlying country index. Suspended (S)  The rating and price target have been suspended 
temporarily.  This action may be due to market events that made coverage impracticable, or to comply with applicable 
regulations or firm policies in certain circumstances, including when Raymond James may be providing investment banking 
services to the company.  The previous rating and price target are no longer in effect for this security and should not be 
relied upon. In transacting in any security, investors should be aware that other securities in the Raymond James research 
coverage universe might carry a higher or lower rating.  Investors should feel free to contact their Financial Advisor to 
discuss the merits of other available investments. 

Raymond James European Equities rating definitions  
Strong Buy (1)  Expected to appreciate, produce a total return of at least 15%, and outperform the Stoxx 600 over the next 6 
to 12 months. Outperform (2)  Expected to appreciate and outperform the Stoxx 600 over the next 12 months. Market 
Perform (3)  Expected to perform generally in line with the Stoxx 600 over the next 12 months. Underperform (4)  Expected 
to underperform the Stoxx 600 or its sector over the next 6 to 12 months. 

Suitability Categories (SR) 
For stocks rated by Raymond James & Associates only, the following Suitability Categories provide an assessment of 
potential risk factors for investors.  Suitability ratings are not assigned to stocks rated Underperform (Sell).  Projected 12-
month price targets are assigned only to stocks rated Strong Buy or Outperform. 

Total Return (TR)  Lower risk equities possessing dividend yields above that of the S&P 500 and greater stability of principal. 
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Growth (G)  Low to average risk equities with sound financials, more consistent earnings growth, possibly a small dividend, 
and the potential for long-term price appreciation. 

Aggressive Growth (AG) Medium or higher risk equities of companies in fast growing and competitive industries, with less 
predictable earnings and acceptable, but possibly more leveraged balance sheets. 

High Risk (HR)  Companies with less predictable earnings (or losses), rapidly changing market dynamics, financial and 
competitive issues, higher price volatility (beta), and risk of principal. 

Venture Risk (VR)  Companies with a short or unprofitable operating history, limited or less predictable revenues, very high 
risk associated with success, and a substantial risk of principal. 

 

Rating Distributions 

 Coverage Universe Rating Distribution Investment Banking Distribution 
 RJL RJA RJ LatAm RJL RJA RJ LatAm 

Strong Buy and Outperform (Buy) 72% 59% 45% 49% 14% 23% 
Market Perform (Hold) 27% 36% 48% 29% 5% 3% 
Underperform (Sell) 1% 6% 7% 0% 6% 0% 
 
Raymond James Relationship Disclosures 
Raymond James Ltd. or its affiliates expects to receive or intends to seek compensation for investment banking services 
from all companies under research coverage within the next three months. 

Company Name Disclosure 
Baker Hughes, Inc. Raymond James & Associates received non-investment banking securities-related 

compensation from BHI within the past 12 months. 
Black Diamond Group Ltd. Raymond James Ltd. has managed or co-managed a public offering of securities within the 

last 12 months with respect to Black Diamond Group Ltd.. 
Raymond James Ltd. has provided investment banking services within the last 12 months 
with respect to Black Diamond Group Ltd.. 
Raymond James Ltd. has received compensation for investment banking services within the 
last 12 months with respect to Black Diamond Group Ltd.. 

Canyon Services Group Inc. Raymond James Ltd. has received compensation for investment banking services within the 
last 12 months with respect to Canyon Services Group Inc.. 

Essential Energy Services Ltd. Raymond James Ltd. has received compensation for investment banking services within the 
last 12 months with respect to Essential Energy Services Ltd.. 

GasFrac Energy Services Ltd. Raymond James Ltd. has managed or co-managed a public offering of securities within the 
last 12 months with respect to GasFrac Energy Services Ltd.. 
Raymond James Ltd. has provided investment banking services within the last 12 months 
with respect to GasFrac Energy Services Ltd.. 
Raymond James Ltd. has received compensation for investment banking services within the 
last 12 months with respect to GasFrac Energy Services Ltd.. 

Halliburton Raymond James & Associates received non-investment banking securities-related 
compensation from HAL within the past 12 months. 

Savanna Energy Services Raymond James Ltd. has provided investment banking services within the last 12 months 
with respect to Savanna Energy Services. 
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Company Name Disclosure 
Secure Energy Services Inc. Raymond James Ltd. has managed or co-managed a public offering of securities within the 

last 12 months with respect to Secure Energy Services Inc.. 
Raymond James Ltd. has provided investment banking services within the last 12 months 
with respect to Secure Energy Services Inc.. 
Raymond James Ltd. has received compensation for investment banking services within the 
last 12 months with respect to Secure Energy Services Inc.. 
Raymond James Ltd. makes a market in the securities of Secure Energy Services Inc.. 

Strad Energy Services Ltd. Raymond James Ltd. has provided investment banking services within the last 12 months 
with respect to Strad Energy Services Ltd.. 
Raymond James Ltd. has received compensation for investment banking services within the 
last 12 months with respect to Strad Energy Services Ltd.. 
Raymond James Ltd. makes a market in the securities of Strad Energy Services Ltd.. 

Trican Well Service Raymond James Ltd. has provided non-investment banking securities-related services 
within the last 12 months with respect to Trican Well Service. 
Raymond James Ltd. has received compensation for services other than investment 
banking within the last 12 months with respect to Trican Well Service. 

Trinidad Drilling Ltd. Raymond James Ltd - within the last 12 months, Trinidad Drilling Ltd. has paid for all or a 
material portion of the travel costs associated with a site visit by the analyst and/or 
associate. 

Tuscany International Drilling 
Inc. 

Raymond James Ltd. has managed or co-managed a public offering of securities within the 
last 12 months with respect to Tuscany International Drilling Inc.. 
Raymond James Ltd. has provided investment banking services within the last 12 months 
with respect to Tuscany International Drilling Inc.. 
Raymond James Ltd. has received compensation for investment banking services within the 
last 12 months with respect to Tuscany International Drilling Inc.. 

Western Energy Services Corp. Raymond James Ltd. has managed or co-managed a public offering of securities within the 
last 12 months with respect to Western Energy Services Corp.. 
Raymond James Ltd. has provided investment banking services within the last 12 months 
with respect to Western Energy Services Corp.. 
Raymond James Ltd. has received compensation for investment banking services within the 
last 12 months with respect to Western Energy Services Corp.. 

 

Stock Charts, Target Prices, and Valuation Methodologies 
Valuation Methodology:  The Raymond James methodology for assigning ratings and target prices includes a number of 
qualitative and quantitative factors including an assessment of industry size, structure, business trends and overall 
attractiveness; management effectiveness; competition; visibility; financial condition, and expected total return, among 
other factors.  These factors are subject to change depending on overall economic conditions or industry- or company-
specific occurrences.   

Target Prices: The information below indicates target price and rating changes for the subject companies included in this 
research. 
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Price Rating Change Target Price Change
Coverage Suspended Target Price and Rating Change Split Adjustment
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Calfrac Well Services (CFW) 3 yr. Stock PerformanceCalfrac Well Services (CFW) 3 yr. Stock Performance

Date: December 05 2011

MP3 $15.00
MP3 $13.00

MP3 $11.00

MP3 $9.00
MO2 $14.00

MO2 $13.00
MO2 $15.00

MO2 $17.00

MO2 $18.00
MP3 $20.00

MP3 $21.50 MO2 $27.00
MO2 $28.50

SB1 $28.50

MP3 $27.00
MO2 $29.00

MO2 $30.00

MO2 $31.50
MO2 $35.00

MO2 $40.00 MO2 $44.25
SB1 $48.00

SB1 $55.00
SB1 $54.00

Analyst Recommendations & 12 Month Price Objective
SB1:   Strong Buy           MO2:   Outperform      
MP3:   Market Perform       MU4:   Underperform    
NR :   Not Rated            R:     Restricted
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Oct-17-11 29.90 54.00 1
Aug-09-11 31.50 55.00 1
May-06-11 31.81 48.00 1
Apr-27-11 32.80 44.25 2
Dec-11-10 35.30 40.00 2
Nov-04-10 27.58 35.00 2
Oct-28-10 25.97 31.50 2
Oct-07-10 25.00 30.00 2
Sep-24-10 24.03 29.00 2
Sep-13-10 24.45 27.00 3
Apr-26-10 22.27 28.50 1
Mar-05-10 26.00 28.50 2
Jan-22-10 22.65 27.00 2

Nov-06-09 19.10 21.50 3
Oct-06-09 18.57 20.00 3
Sep-22-09 16.58 18.00 2
Sep-10-09 14.70 17.00 2
Aug-10-09 11.96 15.00 2

Valuation Methodology: We value Calfrac on a comparative basis to historical EV / EBITDA multiples and take into 
account growth potential, financial leverage and market liquidity. 

Price Rating Change Target Price Change
Coverage Suspended Target Price and Rating Change Split Adjustment
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Canyon Services Group Inc. (FRC) 3 yr. Stock PerformanceCanyon Services Group Inc. (FRC) 3 yr. Stock Performance

Date: December 05 2011

MO2 $2.75
MO2 $3.00

SB1 $4.50 MO2 $5.30
SB1 $5.75

SB1 $8.50 SB1 $9.00
SB1 $10.50

SB1 $12.75

SB1 $13.00
SB1 $15.00

SB1 $17.00

SB1 $20.00
SB1 $22.25

SB1 $18.50

Analyst Recommendations & 12 Month Price Objective
SB1:   Strong Buy           MO2:   Outperform      
MP3:   Market Perform       MU4:   Underperform    
NR :   Not Rated            R:     Restricted
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Oct-17-11 11.00 18.50 1
May-11-11 15.50 22.25 1
Apr-27-11 13.88 20.00 1
Mar-09-11 12.50 17.00 1
Feb-03-11 11.79 15.00 1
Jan-11-11 10.17 13.00 1

Nov-09-10 9.30 12.75 1
Oct-28-10 7.94 10.50 1
Oct-07-10 7.53 9.00 1
Aug-04-10 5.05 8.50 1
May-13-10 4.51 5.75 1
Apr-07-10 4.30 5.30 2
Jan-22-10 3.30 4.50 1

Nov-02-09 2.10 3.00 2
Sep-29-09 2.10 2.75 2

 

Valuation Methodology: We value Canyon on a comparative basis to historical EV / EBITDA multiples and take into 
account growth potential, financial leverage and market liquidity. 

 

Risk Factors 
General Risk Factors: Following are some general risk factors that pertain to the projected target prices included on 
Raymond James research: (1) Industry fundamentals with respect to customer demand or product / service pricing could 
change and adversely impact expected revenues and earnings; (2) Issues relating to major competitors or market shares or 
new product expectations could change investor attitudes toward the sector or this stock; (3) Unforeseen developments 
with respect to the management, financial condition or accounting policies or practices could alter the prospective 
valuation.  
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Risks - Calfrac Well Services 
i) Fluctuations in oil and natural gas prices can produce periods of high and low demand for well services. During periods of 
low commodity prices, demand for Calfrac's services is reduced. ii) Calfrac relies on a sufficient supply of raw materials from 
its suppliers such as proppant and nitrogen. Should Calfrac’s supply of these materials be ceased or interrupted the 
resulting delays in the provisions of services could have a materially adverse impact on Calfrac’s operations. iii) Attracting 
and retaining a sufficient number of well-qualified personnel is expected to be a challenge for the industry during periods of 
high activity levels. 

Risks - Canyon Services Group Inc. 
i) Fluctuations in oil and natural gas prices can produce periods of high and low demand for well services. During periods of 
low commodity prices, demand for Canyon's services is reduced. ii) Canyon relies on a sufficient supply of raw materials 
from its suppliers such as proppant and nitrogen. Should Canyon’s supply of these materials be ceased or interrupted the 
resulting delays in the provisions of services could have a materially adverse impact on Canyon’s operations. iii) Attracting 
and retaining a sufficient number of well-qualified personnel is expected to be a challenge for the industry during periods of 
high activity levels. 
 

Additional Risk and Disclosure information, as well as more information on the Raymond James rating system and suitability 
categories, is available for Raymond James at rjcapitalmarkets.com/SearchForDisclosures_main.asp and for Raymond James 
Limited at www.raymondjames.ca/researchdisclosures. 

 

International Disclosures 
For clients in the United States:  

Investing in securities of issuers organized outside of the U.S., including ADRs, may entail certain risks.  The securities of 
non-U.S. issuers may not be registered with, nor be subject to the reporting requirements of, the U.S. Securities and 
Exchange Commission.  There may be limited information available on such securities.  Investors who have received this 
report may be prohibited in certain states or other jurisdictions from purchasing the securities mentioned in this report.  
Please ask your Financial Advisor for additional details.  
Raymond James Ltd. is not a U.S. broker-dealer and therefore is not governed by U.S. laws, rules or regulations applicable 
to U.S. broker-dealers. Consequently, the persons responsible for the content of this publication are not licensed in the U.S. 
as research analysts in accordance with applicable rules promulgated by the U.S. Self Regulatory Organizations. 
Any U.S. Institutional Investor wishing to effect trades in any security should contact Raymond James (USA) Ltd., a U.S. 
broker-dealer affiliate of Raymond James Ltd. 

For clients in the United Kingdom: 
For clients of Raymond James & Associates (RJA) and Raymond James Financial International, Ltd. (RJFI): This report is for 
distribution only to persons who fall within Articles 19 or Article 49(2) of the Financial Services and Markets Act (Financial 
Promotion) Order 2000 as investment professionals and may not be distributed to, or relied upon, by any other person. 

For clients of Raymond James Investment Services, Ltd.: This report is intended only for clients in receipt of Raymond 
James Investment Services, Ltd.’s Terms of Business or others to whom it may be lawfully submitted. 
For purposes of the Financial Services Authority requirements, this research report is classified as objective with respect to 
conflict of interest management. RJA, Raymond James Financial International, Ltd., and Raymond James Investment 
Services, Ltd. are authorized and regulated in the U.K. by the Financial Services Authority. 

For institutional clients in the European Economic Area (EEA) outside of the United Kingdom:  
This document (and any attachments or exhibits hereto) is intended only for EEA institutional clients or others to whom it 
may lawfully be submitted. 
 
Proprietary Rights Notice: By accepting a copy of this report, you acknowledge and agree as follows: 

This report is provided to clients of Raymond James only for your personal, noncommercial use. Except as expressly 
authorized by Raymond James, you may not copy, reproduce, transmit, sell, display, distribute, publish, broadcast, 
circulate, modify, disseminate or commercially exploit the information contained in this report, in printed, electronic or any 
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other form, in any manner, without the prior express written consent of Raymond James. You also agree not to use the 
information provided in this report for any unlawful purpose. This is RJA client releasable research 
This report and its contents are the property of Raymond James and are protected by applicable copyright, trade secret or 
other intellectual property laws (of the United States and other countries). United States law, 17 U.S.C. Sec.501 et seq, 
provides for civil and criminal penalties for copyright infringement. 

 
Additional information is available upon request. This document may not be reprinted without permission. 

 
RJL is a member of the Canadian Investor Protection Fund. ©2011  Raymond James Ltd. 

 


