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Oil & Gas Energy Services 

Weekly Oilfield Bulletin: Looking More Like a Value Opportunity than a Value Trap 

 
In this report, we are providing what we believe is a near-comprehensive (though hopefully succinct) analysis of the anatomy of 
the oilfield services’ recent equity meltdown. In doing so, we are going to draw on some lessons from history to: (a) evaluate 
some of the technical (non-fundamental) features of this equity cycle; (b) take a hard look at the fundamental features that tend 
to be relevant during major down-cycles, and; (c) briefly outline what has typically happened to some of the major oilfield 
services asset classes when the sector has historically come off the rails.   

Some historical perspective along with our fundamental analysis is telling us that oilfield stocks are more likely to stage a 
recovery than resume their post-July downward trajectory – the sector should be bought. Our investment thesis is as follows: 

 By early last week, most Canadian oilfield stocks were down about 35% from their mid-summer highs. A 35% equity slide is 
within 500 basis points of the 2002 and 2007 equity downturns in the Canadian oilpatch. 

 These two downturns in the oilpatch were driven by of a 17% - 19% year-over-year E&P capital spending decline. The 1998/99 
and 2009 downturns involved larger losses for the equities (77% and 60%, respectively), but they also involved much larger 
32% and 41% capital spending declines, which were respectively precipitated by US$12/bbl oil and a global credit crisis. 

 Through an informal survey of 32 Canadian E&P companies, producers are signaling a 21% decline – but we have reason to 
think the decline will be far less severe. Our calculations say that the oilfield equities themselves are effectively pricing-in a 
25% E&P capital spending decline for 2012. 

 Simulating a 20% year-on-year capex decline, the four oilfield stocks we evaluated would still be on the cheaper side of 
average historic valuations. This is normal for a downturn – oilfield equities have always previously overshot on the 
downside (and on the upside as well). 

 And finally, history tells us that early in the fourth quarter is a good time of the year in which to be buying oilfield stocks. 

Oct-07-11 Target Price Dividend Total Return
Company Ticker Price (6-12 mths) Yield To Target Rating
Contract Drillers

Ensign Energy Services ESI-TSX $13.75 $24.25 2.8% 79% Outperform 2
Precision Drilling Corporation PD-TSX | PDS-NYSE $9.54 $18.25 0.0% 91% Outperform 2
Savanna Energy Services SVY-TSX $6.81 $12.25 0.0% 80% Outperform 2
Trinidad Drilling Ltd. TDG-TSX $6.28 $12.50 3.2% 102% Strong Buy 1
Tuscany International Drilling Inc. TID-TSX $0.59 $1.10 0.0% 86% Outperform 2
Western Energy Services Corp. WRG-TSXV $6.85 $12.00 0.0% 75% Outperform 2

Pressure Pumpers
Calfrac Well Services CFW-TSX $25.65 $55.00 0.6% 115% Strong Buy 1
Canyon Services Group Inc. FRC-TSX $9.06 $22.25 1.1% 147% Strong Buy 1
GasFrac Energy Services Ltd. GFS-TSX $7.37 $12.50 0.0% 70% Outperform 2
Trican Well Service TCW-TSX $15.92 $31.00 0.6% 95% Strong Buy 1

Completion Services
Essential Energy Services Ltd. ESN-TSX $1.61 $3.10 0.0% 93% Strong Buy 1
Pure Energy Services Ltd. PSV-TSX $6.41 $12.00 0.0% 87% Strong Buy 1

Field Services
Black Diamond Group Ltd. BDI-TSX $13.00 $17.50 4.4% 39% Outperform 2
Enerflex Ltd. EFX-TSX $8.93 $13.25 2.7% 51% Outperform 2
Mullen Group Ltd. MTL-TSX $19.13 $23.25 5.2% 27% Market Perform 3
Secure Energy Services Inc. SES-TSX $7.14 $10.25 0.0% 44% Outperform 2
Strad Energy Services Ltd. SDY-TSX $3.74 $6.75 0.0% 80% Strong Buy 1

Raymond James Ltd.
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We think that the first 20% of the market sell-off was probably irrational; oil was doing 
just fine, and in reality, it still is, at least this distance from Cushing, Oklahoma.  
However, the next 15% of market value erosion was probably more rational given what 
a significant broad-based drop in asset prices often portends for energy prices. 

To some extent the market is doing its level-best to look forward and adequately price 
the collective view of future fundamentals for energy stocks. However, we also believe 
that the market can drive these fundamentals. That is, the market isn’t just an indicator 
of future demand; it is also an input to the demand equation. 

If we can agree for the moment that the market might occasionally overshoot on both 
the high and low sides, then we might also agree that in doing so, the market can at 
times over-capitalize the energy sector and under-capitalize it at other times. Looking at 
it this way, market sentiment is often a self-fulfilling prophesy – that is right up until it 
turns, and then it tends to turn hard.   

Technical Evaluation (The Rules That Work Right Up Until They Don’t) 

A simple review of historic oilfield equity market dynamics (and ignoring the fundamental 
data) would tell us that oilfield equities are at a crossroads. In some severe equity cycles 
they have lost twice as much value. In less severe cycles, a 35% decline like the one 
we’ve just gone through has coincided with an equity bottom. In almost all cases though, 
an equity slide such as this foreshadows an imminent decline in the rig counts. However, 
in this cycle, the decline is overdue. In this section we look at several correlations and 
contrasts between the recent equity slide and those over the last 15 years. 

Technical Observation 1: A 35% - 40% equities decline is typical of a ‘normal’ downturn 
in the oilpatch. 
 
Exhibit 1: Oilfield Services Equities Performance 
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By early last week, Canadian oilfield equities had bottomed at 35% below their July 
peaks. They have since staged an interim comeback, returning about 8% of that post-
July decline. The questions we are looking at here are: Is a 35% top-to-bottom slide 
normal for a major equity slide, or is it, by itself, a signal of more to come, and; what 
happened in prior equity cycles? 

As we’ll reiterate in the Fundamentals sections of this report, a 35% equity slide, like the 
one we have seen to this point, is typical of significant downturns in the oilpatch. That is 
to say, the stocks are pricing-in a major slowdown. How major? Similar to the 2002 and 
2007 oilfield declines.  However, the most significant declines, such as in 1998/99 and 
2009, involved far more severe capital spending reductions by the E&Ps than in 2002 
and 2007, which led to a more severe drop in drilling and completion activity, and 
correspondingly more severe equity market declines.  So while in 2002 and 2007, the 
oilfield equities declined by 39% and 42%, the 1998/99 and 2009 declines were more 
like 77% and 60%. 

As we’ll show in the fundamental section that follows, oilfield equities tend to trade 
over wide multiple ranges in any given year, especially near cycle bottoms. This is 
another way of saying that the lowest multiples of cyclically low earnings/EBITDA are 
usually not economically justifiable, but the market somehow manages to get there 
anyway. 

Technical Observation 2: Oil price declines of 4 - 5 months have always previously 
precipitated rig count declines. 

WTI crude hit a 2 ½-year high late in April this year, touching US$114/bbl. It has since 
been on a steady downward trajectory of successively lower lows and lower highs, 
reaching recent bottom at US$75.67 last week before settling at US$82.98 on Friday.  
Brent has followed a nearly identical pattern, though hitting a US$124.19 high in April, 
touching down to US$100.69 last week, and settling on Friday at US$105.91. 

There are a couple of ways of looking at this fact-pattern. The more generous of the two 
is that the last time oil prices had more or less stabilized in the US$75-85/bbl range (late 
2009 to late 2010), the US rig count kept right on growing, at a torrid pace, without even 
a discernible pause. So perhaps growth will continue unabated this go-around as well? 
Salting in a fundamental perspective here, we could point out that service prices are 
considerably higher today. 

In any event, the less optimistic way of looking at this is that oil prices have never 
declined for this period of time – more than five (5) months now – without causing or at 
least corresponding with a drop in the rig count. 

What we have noticed in the US onshore rig count is that it stopped growing mid-to-late 
August, at least. Moreover, the oil rig count flattened as well appreciably – almost as if 
it’s trying to decide if the hitherto sound fundamentals or the forward-looking bearish 
technicals will win the day. This is contrast to 2009/10 when the oil rig count was the 
primary thrust behind the overall US rig count. This would correspond with 4 months 
following the initial oil price slide.   

In Canada the rig count reached a peak in mid-September, and has been roughly flat 
since. Our view is that rig counts won’t give us any strong positive signals for the next 
few months, and could even undergo an interim slide. 
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Exhibit 2: Connecting the US Oil Rig Count to Oil Prices 
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Source: Bloomberg, Baker Hughes, Raymond James Ltd. 

 

Technical Observation 3: While the market has previously been wrong about the high-
level macro fundamentals, to the best of our interpretation, it has only been very 
wrong once. 
 
We admit that you’re going to have to step back and squint at Exhibit 3 to see what 
we’re talking about. Notice that in the 1999, 2002, 2007, and 2009 downcycles, the 
equity market foreshadowed what was to come – usually by 3 - 8 months. Here’s where 
you’ll need to squint: notice also that between June 2009 and September 2010, oilfield 
equities quietly lost 35% of their value, only to find that rig activity kept growing apace.  
By earlier this week, oilfield equities had given up 35% of their value. Were the equity 
markets wrong about an impending downturn this time as well? Possibly, but the 
evidence says it would be unusual. 
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Exhibit 3: Ensign’s Stock Price Against the Rig Count 
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Source: Bloomberg, Raymond James Ltd. 

 
Technical Observation 4: Curiously enough, oilfield stocks usually only start recovering 
when the rig count begins declining. 

This may simply be coincidental, but we think it has had a rational fundamental footing: 
a declining rig count is a logical indicator of reduced future supply. But there’s a 
potential problem with using this rule going forward: Theoretically, this proposition 
should work best for a natural-gas driven oilpatch where we can at least notionally draw 
clear connections between the drilling effort and domestic gas supply (in practice, this 
causal effect isn’t as responsive as many might have thought).   

But this causal relationship shouldn’t work nearly as well for an oil-driven oilpatch.  
Why? Because domestic producers drive approximately 95% of domestic gas supply – if 
they stop drilling, it seems straightforward that so too will supply growth. However, 
North American conventional oil producers drive only about 13% of global oil supply. In 
fact, a top tier North American gas well is 30 times more impactful on the North 
American gas supply than a top tier North American oil well is on the global oil supply.  
In other words, if we stop drilling for oil…so what? 

Therefore, in the end, it rests on OPEC to decide how far it is willing to let prices decline 
before it restricts its own supply. With Brent above US$100/bbl since January 2011, our 
bet is that that crude would have to slide further before OPEC takes any bold measures. 
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Technical Observation 5: Oilfield stocks tend to perform poorly during the third 
quarter, and well during the fourth quarter. 

Whether or not it reconciles with Markowitz’s Efficient Markets Hypothesis, we have 
noticed a persistent pattern in oilfield equity returns, where performance lags from May 
to September (often badly), and tends to perform strongly from October for the balance 
of the year. Our thinking is that even though we are discussing broad investment cycle 
issues in this report, an understanding of typical seasonal patterns can still drive some 
sector performance.   

We show the 10-year average seasonal returns for select Canadian equities, indices, and 
energy prices, along with 2011’s performance to-date in Exhibit 4. When we look back at 
prior years to when the usual seasonal patter didn’t work as advertised (and effectively 
muted the average returns shown in Exhibit 4), we find that either energy prices move 
dramatically in the counter-seasonal direction (i.e. up in the third quarter or down in the 
fourth) or some exogenous factor, such as trust taxation or adverse royalty changes 
mitigated the effect. Correcting for these factors, we have found the seasonal effect to 
be material. 

Exhibit 4: Ten Years of Seasonality in Oilfield Equities 
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Source: Bloomberg, Raymond James Ltd. 

The Fundamentals 

One theme we wish to reiterate before continuing with our fundamental analysis is that 
while fundamentals are important market determinants much of the time, and we 
firmly believe they ultimately drive stock prices, they only provide signposts during 
extreme up and down markets. Put another way, the fundamentals will tell us 
something about the destination we will ultimately steer toward, but they say little 
about the route we’ll use to get there. During extreme periods like this, the 
fundamentals may make us feel good about our views and decisions, but on their own, 
they won’t necessarily make investors money. 
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Fundamental Observation 1: A typical downturn in the oilpatch means a 16% to 19% 
year-over-year E&P capex reduction. 

This describes 4 of the last 5 down-cycles in the Canadian oilpatch. In fact, only in 2009 
did Canadian aggregate E&P capital spending decline by more than 16% - 19% in a single 
year. During that year, aggregate E&P expenditures declined a catastrophic 40%. 

 
Exhibit 5: Year-Over-Year WCSB Capital Spending Declines 

1998 1999 2002 2007 2009

-19% -16% -19% -17% -41%  
Source: CAPP, Raymond James Ltd. 

 

Fundamental Observation 2: Typical downturns in the oilpatch correspond with a 35% 
- 40% equity decline. 

To the extent that the market has been working to price-in a ‘typical’ downturn in the 
oilpatch, then the 35% routing of the oilfield equities is about all we should expect.  That 
is, the sector may have a couple more points of downside, but on the whole, it should 
be bought. 

A ‘typical’ 17% - 19% drop in E&P capital spending, such as in 2002 and 2007, has 
historically yielded 39% - 42% top-to-bottom drop in the equities. However, the most 
significant declines, such as in 1998/99 when cumulative E&P spending declined 32%, or 
in 2009 when it declined 41% in a single year, corresponded with catastrophic equity 
losses of 77% and 60% respectively.   

As we’ll show below, we do not think a capex decline of more than 20% is in the cards. 

Fundamental Observation 3: Canadian E&Ps are currently signaling plans for a 21% 
sequential capex decline in 2012. 

This is about as forward looking and fundamental as we can get on a macro scale. To 
arrive at this conclusion, we borrowed heavily on work from our domestic E&P analysts, 
Kristopher Zack and Luc Mageau. Together, they surveyed 32 domestic E&P companies 
that together will allocate about $15 bln in organic capital spending in 2011 – an 
amount roughly equal to 40% of the Western Canadian total. 

Fundamental Observation 4: We don’t believe them!  Realized oil prices are higher and 
E&P balance sheets are stronger today than 1 year ago. 

E&P capital spending plans have proven to be highly malleable over the years, 
particularly to the upside. Last year at this time, producers outlined 2011 capital 
spending budgets that, in retrospect, look to be 9% below what they’ll actually spend in 
2011. On top of this, realized Canadian oil prices are above $90/bbl today versus 
approximately $75/bbl a year ago and E&P balance sheet are stronger as well – 
aggregate debt is approximately 1.6x trailing cash flow compared to 1.7x this time last 
year. And we have noticed that equity capital finds its way into E&P’s hands in just 
about any kind of market. 

So while our survey is suggesting a 21% sequential decline in capital spending, our view 
is that 2012 will be stronger than the surveyed E&P companies are suggesting. 

Fundamental Observation 5: We calculate the equities are currently pricing-in a 25% 
capex decline for 2012. 

We calculate this figure by mechanically adjusting our EBITDA forecasts downward for 
several representative service companies until the resulting market multiples (adjusted 
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for lower future cash positions) coincide with historical down-cycle norms.  These norms 
are approximately 6.0-6.5x EV/EBITDA for drilling contractors and 6.0-7.0x for pressure 
pumpers. 

As noted above, a 25% capital spending reduction would be novel, which isn’t to say it 
can’t happen, only that it seems unlikely, especially given our E&P capex survey. More 
likely is that capital spending falls by less than this amount, if at all. This means that 
market values have probably over-shot on the downside, which is normal for any oilfield 
equity cycle. 

Fundamental Observation 6: For every 20% decline in E&P capex, drillers’ EBITDAs tend 
to decline 20% and pumpers’ EBITDAs tend to decline 35%. 

Even though drilling and pumping fleets have grown over the last two years, in some 
cases materially, to the extent that individual companies have on average maintained 
their market shares, then a 10 or 20 percent decline in producer spending would 
necessarily result in a 10 or 20 percent reduction in revenues for each company. It’s just 
that this reduced revenue would be spread across a wider equipment base. 

We looked at historic revenue, EBITDA, and earnings performance through prior 
significant capital spending reductions, and used this as a guide to illustrate the likely 
impact of a 20% North American capex decline on four representative Canadian oilfield 
companies: Precision, Trinidad, Trican, and Calfrac. We adjusted the results to 
accommodate features such as non-North American revenue streams (most relevant for 
Calfrac and Trican), as well as for minimum contracted cash flow streams, as these have 
been shown to withstand the brunt of even the 40% capex decline in 2009. 

Our analysis shows that pumpers’ EBITDA tends to be more susceptible to downturns 
than drillers, due to their inherently higher operating leverage. This is why their 
multiples tend to gap up more significantly in a downturn. Drilling contractors, by 
contrast, have extremely variable cost structures.   

However, what is most interesting to us about this analysis is that even as we predicate 
our value assessments on a 20% capex decline, neither set of stocks is expensive.  Under 
the 20% capex reduction scenario, the drillers are trading between 5.6-6.1x EV/EBITDA 
while the two pumpers are between 6.5-6.7x. EV/EBITDA.  These multiples would be 
reasonable in a normalish-kind of oilfield, but in a year when capex just theoretically 
dropped 20%, these are lower than historic averages.  Oilfield multiples have historically 
average higher during downturns, as we’ll show in the next and final section. 
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Exhibit 6: Scenario Analysis – 20% Decline in E&P Capex 
Precision Trinidad

2012 Estimates 2012 Estimates
2011E Current -20% 2011E Current -20%

Revenue ($mln) $1,890 $2,158 $1,535 -19% $745 $814 $637 -15%
EPS $0.92 $1.25 $0.63 -32% $0.58 $0.83 $0.40 -32%
EBITDA ($mln) $684 $847 $546 -20% $253 $300 $209 -17%
BVPS (tangible) $6.19 $7.52 $6.85 11% $6.06 $6.77 $6.32 4%

P/E 9.5x 7.0x 14.0x 10.4x 7.3x 15.2x
EV/EBITDA 4.6x 3.9x 6.1x 5.1x 3.8x 5.6x
P/B 1.4x 1.2x 1.3x 1.0x 0.9x 1.0x

Trican Calfrac
2012 Estimates 2012 Estimates

2011E Current -20% 2011E Current -20%

Revenue ($mln) $2,139 $2,808 $1,815 -15% $1,440 $1,952 $1,198 -17%
EPS $1.81 $2.02 $0.48 -74% $3.60 $4.96 $0.64 -82%
EBITDA ($mln) $578 $750 $387 -33% $373 $524 $227 -39%
BVPS (tangible) $8.37 $10.52 $8.84 6% $15.33 $20.70 $16.04 5%

P/E 10.9x 9.7x 31.1x 8.5x 6.2x 38.2x
EV/EBITDA 5.2x 4.4x 6.5x 4.4x 3.4x 6.7x
P/B 2.4x 1.9x 1.7x 2.0x 1.5x 1.5x

 
Source: Company documents, Bloomberg, Raymond James Ltd. 

 
Fundamental Observation 6: Bottom-cycle values historically overshoot the mark. 

We recognize that this isn’t an overly profound statement, but it’s still worth 
highlighting the effect. Here we use Ensign to show how multiples usually trade at 
higher average multiples during cyclical downswings, but that they also trade across a 
wide range that includes fairly low trough lows, especially during the most severe 
downturns (about 4.0x EV/EBITDA in 1999 and 4.5x EV/EBITDA in 2009). During the 
more moderate downturns of 2002 and 2007, multiples only reached as low as 7.5x and 
5.0x, respectively. 

Recall from Fundamental Observation #5, that under the 20% capex reduction scenario, 
the drillers are trading between 5.6-6.1x EV/EBITDA while the two pumpers are 
between 6.5-6.7x EV/EBITDA. These values more or less coincide with the trough 
multiples observed in previous downturns, such as in 2002 and 2007.   

In other words, to the extent that a 20% capex reduction is a reasonable expectation, 
the stocks are trading in a range consistent with previous market bottoms. 
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Exhibit 7: Ensign’s Historical EV/EBITDA Multiples 
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Source: Ensign Energy Services, Bloomberg, Raymond James Ltd.  

 

Conclusion – On Balance, the Evidence and Analysis Says It’s Time To Buy 

The marriage of our technical and fundamental observations leads us to the conclusion 
that the equity slide since late July has likely come close to running its course, and that 
investors today have more upside risk than downside.  To summarize: 

 By early last week, most Canadian oilfield stocks were down about 35% from their 
mid-summer highs. 

 A 35% equity slide is within 500 basis points of typical downturns in the Canadian 
oilpatch. 

 Typical downturns in the oilpatch have been driven by of a 16% - 19% year-over-
year capital spending decline. 

 Producers are signaling a 21% decline – but we have reason to think the decline will 
be far less severe. 

 Our calculations say that the equities themselves are pricing a 25% decline. 

 Imposing a 20% year-on-year capex decline, the four oilfield stocks we evaluated 
would still be on the cheaper side of average historic valuations. 

 This is normal for a downturn – oilfield equities have always previously overshot on 
the downside, presenting a window of opportunity. 

 And finally, from a seasonal perspective, this is historically a good time to buy. 

Of all the things that could go wrong with this analysis, the one that stands out in our 
minds is the potential for oil prices to resume a downward track in the face of 
successive requirements for European debt restructuring.  
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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 11,588 -3.8 -12.1 -10.8 Active Drilling Rig Count 214 328 377 396

TSX Oilfield index 1,252 +2.4 -17.6 +2.7 Drilling Rig Utilization 28% 41% 47% 49%

OSX 197 +3.7 -16.2 -1.7 Wells Completed 9,394 13,575 16,000 16,700

WTI (US$/bbl) 82.98 +4.8 -7.1 +0.4 Service Rig Utilization 39% 55% 59% 60%

C Par @ Edm. ($/bbl) 77.84 +2.0 -21.1 +2.8 WTI (US$/bbl) 62.09 79.61 96.07 105.00

NYMEX (US$/mcf) 3.48 -5.0 -11.6 -4.7 NYMEX (US$/mcf) 4.16 4.38 4.26 4.25

AECO-C ($/GJ) 2.94 -12.0 -14.5 +1.4 AECO ($/mcf) 3.99 4.18 3.59 3.58

USD/CAD 0.96 +1.0 -5.4 -2.8 USD/CAD 0.88 0.97 1.02 1.02

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 539 547 423 512 Total Completions 11,491 8,263 3,851 2,813

  Total Fleet 808 814 808 813   %Oil 59 48 70 53

  Utilization 67% 67% 52% 63%   %Horizontal + Directional 77 68 82 70

Active Service Rig Count 589 581 571 555   %Vertical 23 32 18 30

  Total Fleet 906 906 893 909 Well Licenses 12,048 10,132 4,156 3,676

  Utilization 65% 64% 64% 61% Total Meters Drilled (000s) 19,249 13,757 6,900 4,954

  %Developement 83 78 85 78

Avg. Well Depths (meters) 3,353 2,994 1,052 1,106

US Active Rig Count International Active Rig Count
13-Wk

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

Total US Rig Count 1,990 1,991 1,659 1,949 International Rig Count 1,183 1,150 1,158 1,151

      %Oil 53 54 41 54     %Oil / %Land 76 / 73 79 / 73 76 / 74 76 / 73

      %Horizontal + Directional 69 69 68 70   Australia 14 13 15 10

      %Vertical 31 31 32 30     %Oil / %Land 43 / 50 54 / 54 60 / 53 30 / 30

  Total Land 1,959 1,958 1,640 1,915   South America 441 438 438 410

      %Oil 53 54 42 54     %Oil / %Land 87 / 78 89 / 79 87 / 80 87 / 80

  Gulf of Mexico 30 31 19 33   Continental Europe 94 90 86 77

      %Oil 63 65 37 58     %Oil / %Land 49 / 64 50 / 67 47 / 69 47 / 66

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
Akita Drilling 57 68 49 74 42 45 16 26 37 31 49 25 39 31 36 62 30
Ensign Group 69 70 55 66 36 30 7 18 25 20 42 13 31 37 31 52 16
Nabors Drilling 53 51 39 51 42 39 13 15 27 24 44 22 33 46 36 61 27
Precision Drilling 66 66 53 60 38 33 11 20 28 23 50 19 37 47 38 61 21
Savanna 56 59 51 57 42 31 5 19 31 22 54 18 40 47 40 64 22
Trinidad Drilling 78 80 63 78 55 50 14 36 43 36 67 34 56 65 55 80 31
Western (Horizon) 97 100 80 82 50 55 9 30 45 35 46 46 61 65 57 85 40

INDUSTRY 67 67 52 63 42 36 11 21 32 25 53 20 41 49 41 67 23

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 - 1,900m /   Rigs (% of fleet) 40 (33%) 34 (17%) 31 (42%) 17 (31%) 0 (0%)
1,396 m   Utilization 38% 35% 13% 65% 0% 31%

2,000 - 3,000m /   Rigs (% of fleet) 32 (26%) 69 (34%) 9 (12%) 5 (9%) 2 (5%)
2,515 m   Utilization 81% 59% 56% 40% 100% 67%

3,000 - 3,500m /   Rigs (% of fleet) 36 (30%) 57 (28%) 12 (16%) 14 (26%) 20 (54%)
3,273 m   Utilization 89% 81% 100% 93% 95% 86%

3,500 - 7,000m /   Rigs (% of fleet) 13 (11%) 45 (22%) 21 (29%) 18 (33%) 15 (41%)
4,169 m   Utilization 85% 82% 95% 89% 100% 85%

80 - 7,000m /   Rigs 121 205 73 54 37 808
2,838 m   Utilization 69% 66% 56% 78% 97% 67%

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.

Total

Q1

Q2

Q3

Q4
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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 Sep-11 Oct-11 Nov-11

Cove Point $4.01 $3.82 $3.85

Altamira $4.13 $3.97 $3.98

Lake Charles $3.53 $3.36 $3.38

Spain $10.85 $10.40 $10.68

Belgium $10.19 $9.85 $10.61

UK $10.16 $8.89 $10.11

India $14.83 $15.61 $15.73

Japan $16.60 $17.25 $17.15

Korea $16.60 $17.25 $17.15

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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Important Investor Disclosures 
Raymond James is the global brand name for Raymond James & Associates (RJA) and its non-US affiliates worldwide.  
Raymond James & Associates is located at The Raymond James Financial Center, 880 Carillon Parkway, St. Petersburg, FL  
33716, (727) 567-1000. Affiliates include the following entities, which are responsible for the 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 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) 76% 58% 39% 54% 15% 32% 
Market Perform (Hold) 23% 37% 53% 30% 5% 3% 
Underperform (Sell) 1% 5% 8% 0% 5% 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 
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.. 

Savanna Energy Services Raymond James Ltd. has provided investment banking services within the last 12 months 
with respect to Savanna Energy Services. 

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.. 
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Company Name Disclosure 
Strad Energy Services Ltd. Raymond James Ltd. has managed or co-managed a public offering of securities within the 

last 12 months with respect to 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.. 

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

 

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.  

 

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. 

 



Canada Research | Page 24 of 24 Oil & Gas Energy Services 

 Raymond James Ltd. | 2200 – 925 West Georgia Street | Vancouver BC Canada V6C 3L2 

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 
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. 

 


