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Refer to important disclosures at the end of this report

SembCorp Marine
Gets a foothold in the US
SMM is in the process of acquiring Sabine Shipyard, strategically located on the Gulf
of Mexico. This acquisition is positive for SMM as the Gulf of Mexico is an important
offshore hub - 25% of the global jackup and 20% of the global semisubmersible rig
fleet are mobilized there. Initially, Sabine will be involved in repair and refurbishment
of rigs and should later expand its operations to include rig construction. Maintain
Buy with a revised price target of S$3.50.

• Acquires Sabine Shipyard, Gulf of Mexico.  SMM’s subsidiary, PPL Shipyard, is in the
process of acquiring Sabine Shipyard, Texas, USA.  Sabine is a 223-acre size shipyard in
the Sabine Pass, strategically located on the Gulf of Mexico which will give it immediate
access to the Texas and Louisiana offshore drilling activities. The size of the shipyard is
sizeable, similar in size to Sembawang Shipyard. The transaction details have not been
disclosed.

• Strategic acquisition. This acquisition of Sabine Shipyard is in line with SMM’s strategy
to establish a presence in the Gulf of Mexico region and be better positioned to serve
customers in the offshore rig refurbishment and rig building market. The Gulf of Mexico is an
important offshore hub as around 25% of jackup rigs and 20% of semisubmersibles are
mobilized there. Initially, Sabine Shipyard will be used for repair and refurbishment of drilling
rigs. And, will later move on to build rigs when the required facilities are put up. The
shipyard also provides offshore construction and related fabrication capabilities to drilling
contractors located in the Gulf of Mexico region.

• Target price reset to S$3.50. On our estimates, assuming that SMM can generate
S$80m and S$100m of revenue from rig repairs in FY06-07 respectively from Sabine
Shipyard, the boost to net profit will be in the region of 3% for each of FY06 and FY07. Total
new orders booked YTD stands at S$3.9bn and we have assumed another S$5.9bn from
now till end FY06 in our forecast. There is strong visibility into revenue, where contracts in
hand make up 87%, 70% and 50% of our revenue forecast for FY05-07 respectively.

Forecasts and Valuation General Data

Issued Capital (m shrs) 1,446
Mkt Cap (S$m/US$m) 4,512 / 2,719
Major Shareholders (%)
   SembCorp Ind 63.3
   IHI 4.2
Free Float (%) 32.6
Avg Daily Vol (000 shrs) 3,887

Consensus Analyst Poll

Avg Rating Buy Hold Sell
3 Mth 4.23 10 1 2
6 Mth 4.33 12 1 2
12 Mth 4.33 12 1 2
Market 3.59
Sector 3.78
Source: Bloomberg
Avg Rating: 1 = Sell, 3 = Hold, 5 = Buy

Share Price Chart Share Price Performance

Share Rel Rel
Price STI Sector

Past 1 mth 7% 8% 4%
Past 3 mths 60% 26% 19%
Past 6 mths 66% 61% 43%
Past 12 mths 206% 191% 143%

At a Glance

Price Target:
1-year S$3.50 (from
S$3.40)

Stock Code:
Bloomberg:SMM SP
Reuters: SCMN.SI

Sector: Marine

STI: 2,290.68

Reason for Report:
Acquisition of Sabine
Shipyard

Implications:
Positive

Earnings Revision:
FY05 unchg
FY06 +3%
FY07 +3%

Consensus EPS:
FY05 9.3 S cts
FY06 13.9 S cts
FY07  17.4 S cts

DBSV vs Consensus
EPS (% variance):
FY05 –2.2%
FY06 +12.2%
FY07 +11.5%

Principal Business:
Leading global marine
engineering group
specialising in ship repair,
ship building, ship
conversion, rig building
and offshore engineering.
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SembCorp Marine

Turnover 1362.8 2004.5 3431.5 3873.8
EBITDA 127.4 153.0 268.5 338.8
Pretax Profit 114.0 166.8 289.6 361.4
Net Profit 95.0 131.1 224.5 280.3
Net Profit * 98.1 131.1 224.5 280.3
EPS (Scts) 6.7 9.1 15.6 19.4
EPS * (Scts) 6.9 9.1 15.6 19.4
EPS * Gth (%) 27% 32% 71% 25%
PE * (x) 45.2 34.3 20.0 16.1
EV/EBITDA (x) 40.2 32.7 28.4 16.2
DPS-net (S cts) 6.0 7.5 7.9 8.3
Div Yield - net (%) 1.9 2.4 2.5 2.7
Net Gearing (x) cash cash cash cash
ROE (%) 10.0 13.4 21.4 42.2
Book Value (S$) 0.70 0.71 0.79 0.88
P/Book (x) 4.4 4.4 3.9 3.5
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Income Statement and Forecast

FYE Dec 2003A 2004A 2005F 2006F 2007F
Turnover 1068.0 1362.8 2004.5 3431.5 3873.8
EBITDA 108.2 127.4 153.0 268.5 338.8
Depreciation (33.9) (33.5) (33.5) (31.5) (32.0)
EBIT 74.3 93.9 119.5 237.0 306.8
Net interest 11.5 9.9 12.0 8.0 8.0
Exceptionals 1.3 (3.1) 0.0 0.0 0.0
Associates 8.0 13.3 35.3 44.6 46.6
Pretax 95.1 114.0 166.8 289.6 361.4
Tax (16.9) (16.0) (33.7) (60.1) (75.2)
Minorities 0.3 (3.0) (2.0) (5.0) (6.0)
Net Profit 78.5 95.0 131.1 224.5 280.3

Sales Growth (%) 5.5 27.6 47.1 71.2 12.9
Net Pr Growth (%) (14.8) 21.1 38.0 71.3 24.8
EBITDA Margin (%) 10.1 9.3 7.6 7.8 8.7
EBIT Margin (%) 7.0 6.9 6.0 6.9 7.9
Tax rate (%) 17.8 14.0 20.2 20.8 20.8

Source: Company, DBS Vickers
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As of 23 September 2005, the analyst and his / her immediate family do not hold positions in the securities
recommended in this report.

DBS Vickers Securities (Singapore) Pte Ltd and its subsidiaries do not have a proprietary position in the securities
recommended in this report as of 21 September 2005.

ANALYST CERTIFICATION
The research analyst primarily responsible for the content of this research report, in part or in whole certifies that the
views about the companies and their securities expressed in this report accurately reflect his/her personal views.  The
analyst also certifies that no part of his/her compensation was, is, or will be, directly, or indirectly, related to specific
recommendations or views expressed in this report.

This document is published by DBS Vickers Research (Singapore) Pte Ltd ("DBSVR"), a direct wholly-owned
subsidiary of DBS Vickers Securities (Singapore) Pte Ltd ("DBSVS") and an indirect wholly-owned subsidiary of DBS
Vickers Securities Holdings Pte Ltd ("DBSVH").  The research is based on information obtained from sources
believed to be reliable, but we do not make any representation or warranty as to its accuracy, completeness or
correctness.  Opinions expressed are subject to change without notice.  This document is prepared for general
circulation.  Any recommendation contained in this document does not have regard to the specific investment
objectives, financial situation and the particular needs of any specific addressee.  This document is for the information
of addressees only and is not to be taken in substitution for the exercise of judgement by addressees, who should
obtain separate legal or financial advice.  DBSVR accepts no liability whatsoever for any direct or consequential loss
arising from any use of this document or further communication given in relation to this document.  This document is
not to be construed as an offer or a solicitation of an offer to buy or sell any securities.   DBS Vickers Securities
Holdings Pte Ltd is a wholly-owned subsidiary of DBS Bank Ltd.  DBS Bank Ltd along with its affiliates and/or
persons associated with any of them may from time to time have interests in the securities mentioned in this
document.  DBSVR, DBSVS, DBS Bank Ltd and their associates, their directors, and/or employees may have positions
in, and may effect transactions in securities mentioned herein and may also perform or seek to perform broking,
investment banking and other banking services for these companies. DBSVR, DBSVS, DBS Bank Ltd and/or other
affiliates of DBS Vickers Securities (USA) Inc ("DBSVUSA"), a U.S.-registered broker-dealer, may beneficially  own a
total of 1% or more of any class of common equity securities of the subject company mentioned in this document.
DBSVR, DBSVS, DBS Bank Ltd and/or other affiliates of DBSVUSA, within the past 12 months, have received
compensation and/or within the next 3 months seek to obtain compensation for investment banking services from the
SembCorp Marine.  DBSVUSA does not have its own investment banking or research department, nor has it
participated in any investment banking transaction as a manager or co-manager in the past twelve months. Any US
persons wishing to obtain further information, including any clarification on disclosures in this disclaimer, or to effect
a transaction in any security discussed in this document should contact DBSVUSA exclusively.  DBS Vickers Securities
(UK) Ltd is an authorised person in the meaning of the Financial Services and Markets Act and is regulated by The
Financial Services Authority.  Research distributed in the UK is intended only for institutional clients.

DBS Vickers Research (Singapore) Pte Ltd – 8 Cross Street, #02-01 PWC Building, Singapore 048424
Tel. 65-6533 9688, Fax: 65-6226 8048
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